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Independent Auditors’ Report
Audit Committee
The Winston-Salem Foundation
Winston-Salem, North Carolina
We have audited the accompanying combined financial statements (modified cash basis) of The WinstonSalem Foundation and its supporting organizations (the “Foundation”), which comprise the combined
statements of assets, liabilities, and net assets (modified cash basis) as of December 31, 2017 and 2016,
and the related combined statements of receipts, disbursements and changes in net assets (modified cash
basis) for the years then ended, and the related notes to the combined financial statements (modified cash
basis).
Management’s Responsibility for the Combined Financial Statements
Management is responsible for the preparation and fair presentation of these combined modified cash basis
financial statements in accordance with the modified cash basis of accounting described in Note 2; this
includes determining that the modified cash basis of accounting is an acceptable basis for the preparation
of the combined modified cash basis financial statements in the circumstances. Management is also
responsible for the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of combined modified cash basis financial statements that are free from material
misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these combined modified cash basis financial statements
based on our audits. We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the combined modified cash basis financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined modified cash basis financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the combined modified cash
basis financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the combined modified
cash basis financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the combined modified cash basis financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion
In our opinion, the combined financial statements (modified cash basis) referred to above present fairly, in
all material respects, the financial position of The Foundation at December 31, 2017 and 2016, and their
receipts, disbursements and changes in net assets for the years then ended, on the basis of accounting
described in Note 2.
Basis of Accounting
We draw attention to Note 2 of the combined financial statements (modified cash basis), which describes
the basis of accounting. These combined financial statements are prepared on the modified cash basis of
accounting, which is a basis of accounting other than accounting principles generally accepted in the United
States of America. Our opinion is not modified with respect to this matter.

Winston-Salem, North Carolina
June 27, 2018
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The Winston-Salem Foundation
Combined Statements of Assets, Liabilities and Net Assets (Modified Cash Basis)
December 31, 2017 and 2016

2017
ASSETS
Cash and cash equivalents
Securities - Note 3
Receivables:
Student loans
Notes
Assets held in trust - Note 6
Investments in partnerships - Note 7
Building, leasehold improvements and equipment
Other assets
Total assets

LIABILITIES AND NET ASSETS
Liabilities:
Amounts withheld from employees
Deferred compensation liability
Agency deposits

$

133,658,594
400,248,125

2016

$

429,286
3,583,607
4,016,275
20,025,644
1,270,243
1,148,527

22,619,312
363,215,036
535,757
3,579,000
4,016,275
19,610,872
1,257,743
1,144,917

$

564,380,301

$

415,978,912

$

4,973
18,987
22,714,970

$

2,228
20,790,199

Total liabilities

22,738,930

20,792,427

Net assets:
Unrestricted - Note 8

541,641,371

395,186,485

541,641,371

395,186,485

Total net assets
Commitments - Notes 9 and 10
Total liabilities and net assets

See accompanying notes.

$

564,380,301

$

415,978,912
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The Winston-Salem Foundation
Combined Statements of Receipts, Disbursements and Changes in Net Assets
(Modified Cash Basis)
Years Ended December 31, 2017 and 2016

2016

2017
Receipts:
Donations and bequests
Interest, dividends, and other investment income
Fees assessed on agency deposits
Other receipts

$

Total receipts
Disbursements:
Grants
Executive office operations
Trustee banks' and investment management fees
Brokerage fees
Other disbursements
Total disbursements
Receipts over disbursements before net realized
and unrealized gains
Net realized and unrealized gains - Note 12
Increase in net assets
Net assets, beginning of year
Net assets, end of year

See accompanying notes.

$

155,078,354
6,549,173
212,117
378,823

$

86,633,598
4,874,881
193,973
62,086

162,218,467

91,764,538

45,863,212
3,794,169
1,302,879
43,224
124,485

38,320,991
3,558,128
1,018,237
46,486
107,158

51,127,969

43,051,000

111,090,498

48,713,538

35,364,388

13,706,350

146,454,886

62,419,888

395,186,485

332,766,597

541,641,371

$

395,186,485
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The Winston-Salem Foundation
Notes to Combined Financial Statements

Notes to Combined Financial Statements

Organization
The Winston-Salem Foundation is a publicly supported community trust established in 1919 for the receipt and
distribution of charitable funds. Its assets are held in trust funds maintained by various trustees.
The Winston-Salem Foundation, Inc. was established on January 1, 1984 for the purpose of processing certain
charitable receipts and distributions previously processed by the trustees and for maintaining the operations of the
executive office of the Foundation.
The WSF Land Holding Company was established on June 9, 1998 as a component part of the Foundation. Its
primary purpose is to hold real property gifted to the Foundation and limit potential liabilities until such property is
converted to cash.
In addition, the Foundation has a relationship with a supporting organization. The Millennium Fund is a nonprofit
organization established in 2002 to address the private sector’s responsibilities in dealing with the needs of the
Winston-Salem community with a focus towards community development.

Significant Accounting Policies
Combined financial statement presentation
The combined financial statements include the accounts of The Winston-Salem Foundation, The Winston-Salem
Foundation, Inc., the WSF Land Holding Company, and The Millennium Fund (collectively, the “Foundation”). Interentity transactions have been eliminated in combination.
Modified basis of accounting
The Foundation prepares its combined financial statements on the basis of cash receipts and disbursements
modified to record securities and other investments at fair value and to record contributed assets when received or,
in the case of deferred gifts received, when the Foundation has the right to use those assets to meet its charitable
purpose. Under this basis, revenues and the related assets are recognized when received rather than when earned,
and expenses are recognized when paid rather than when the obligation is incurred. Furthermore, the capitalized
costs of buildings, leasehold improvements and equipment are not depreciated. Instead, these assets are writtenoff when they are no longer in service or no longer have value to the Foundation.
Agency deposits
The Foundation’s method of accounting for agency deposits conforms with authoritative guidance under generally
accepted accounting principles relating to the transfer of assets to a not-for-profit organization that raises or holds
contributions for others. This guidance requires a recipient organization that accepts cash or other financial assets
from a donor and agrees to use those assets on behalf of or to transfer those assets, the return on investment of
those assets, or both to the donor or an affiliated beneficiary, to recognize the fair value of those assets as a liability
to the beneficiary concurrent with recognition of the assets received from the donor.
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The Winston-Salem Foundation
Notes to Combined Financial Statements

Classification of net assets
The state of North Carolina adopted the Uniform Prudent Management of Institutional Funds Act (UPMIFA) effective
March 23, 2009. The Winston-Salem Foundation Committee, on the advice of legal counsel, has determined that
the majority of the Foundation’s net assets do not meet the definition of endowment under UPMIFA. The Foundation
is governed subject to The Winston-Salem Foundation 1993 Amended and Restated Declaration of Trust (ARDT)
and most contributions are subject to its terms. Certain contributions are received subject to other trust instruments,
or are subject to specific agreements with the Foundation.
Under the terms of the ARDT, the Winston-Salem Foundation Committee has the ability to distribute as much of
the corpus of any trust or separate gift, devise, bequest, or fund as the Committee in its sole discretion shall
determine. As a result of the ability to distribute corpus, all contributions unrelated to the Foundation’s supporting
organizations are classified as unrestricted net assets for financial statement purposes. As of December 31, 2017
and 2016, the Foundation’s supporting organizations do not hold any temporarily restricted or permanently restricted
net assets.
Unrestricted net assets consist of assets, net of liabilities, related to the Foundation’s regular activities, which are
available at the discretion of the Winston-Salem Foundation Committee. Unrestricted amounts that are available
for use in carrying out the mission of the Foundation consist of expendable resources, including funds designated
for special use by the Foundation Committee and funds subject to the variance power established by the ARDT,
and unexpendable resources invested in property and equipment. Variance power provides the Foundation with
the ability to modify donor stipulations that are incapable of fulfillment or inconsistent with the charitable purposes
of the Foundation.
Endowment investment and spending policies
The Foundation has adopted investment and spending policies for endowed assets that attempt to provide a
predictable stream of funding to programs supported by its endowments while seeking to maintain the purchasing
power of the endowment assets. The Foundation’s investment and spending policies work together to achieve this
objective. The investment policy establishes an achievable return objective through diversification of asset classes.
The current objective is a 7% nominal return, net of investment fees. Actual returns in any given year may vary from
this amount.
To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield (interest and
dividends). The Foundation targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term objectives within prudent risk parameters.
The current spending policy is to distribute an amount equal to 4% of a moving three-year average of the endowment
market value, plus an additional amount to cover the Foundation’s administrative fees which average 1% annually.
Cash and cash equivalents
The Foundation considers all unrestricted, highly liquid investments with an initial maturity of three months or less
to be cash equivalents.
At times, the Foundation maintains cash deposits with financial institutions which exceed federally insured limits.
Management monitors the stability of these financial institutions and believes the Foundation’s risk is negligible.
Securities
Investments in securities are stated at fair market value. Realized and unrealized gains and losses are computed
based on the cost of purchased securities or the estimated fair value of donated securities at the date of receipt
using the average cost method.
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The Winston-Salem Foundation
Notes to Combined Financial Statements

Effective January 1, 2016, the Foundation adopted the provisions of Accounting Standards Update (‘ASU”) 2015-07,
Fair Value Measurement (Topic 820): Disclosures for Investments in Certain Entities that Calculate Net Asset Value
per Share (or Its Equivalent). The ASU removes the requirement to categorize within the fair value hierarchy
investments for which fair value is measured using the net asset value per share practical expedient provided by
Topic 820, Fair Value Measurement, and expanded certain disclosures related to these investments to help users
understand the nature and risk of such investments. Note 5 to the financial statements has been adjusted
accordingly to reflect the retrospective adoption of this.
Fair value measurements
Fair value is defined as an exit price, representing the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The Foundation utilizes
market data or assumptions that market participants would use in pricing the asset or liability and establishes a
three-tier fair value hierarchy which prioritizes the inputs used in measuring fair value. These tiers include: Level 1,
defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other than quoted
prices in active markets that are either directly or indirectly observable; and Level 3, defined as unobservable inputs
about which little or no market data exists, therefore requiring an entity to develop its own assumptions.
Student loans and notes receivable
Student loans and notes receivable are evaluated periodically for collectability by management. Amounts deemed
ultimately uncollectible are charged to disbursements in the period such determination is made.
Building, leasehold improvements and equipment
Purchased property and equipment are stated at cost. Property and equipment received as donations and bequests
are stated at estimated fair values at the date of receipt by the Foundation. Property and equipment are not
depreciated; however, such assets are written off when they are no longer used by, or of no further value to, the
Foundation.
Concentrations
During 2017, the entity received a donation of $100,000,000 from one donor. This donation accounted for 64% of
total donations and 62% of total receipts during 2017. During 2016, the entity received a donation of $50,000,000
from the same donor. This donation accounted for 58% of total donations and 54% of total receipts during 2016.
Use of estimates
The preparation of combined financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the combined financial statements and the reported amounts of receipts and disbursements during the reporting
period. Actual results could differ from these estimates.
Evaluation of subsequent events
The Foundation evaluated the effect subsequent events would have on the combined financial statements through
June 27, 2018, which is the date the combined financial statements were available to be issued.
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The Winston-Salem Foundation
Notes to Combined Financial Statements

Securities
Securities are presented in the combined financial statements in the aggregate at fair value. Investments as of
December 31 are comprised of the following:
2017
Fair
Value
Individual securities:
Domestic equity
International equity
Domestic fixed income

Mutual funds and ETFs:
Domestic equity
International equity
Global equity
Domestic fixed income
International fixed income
Global fixed income
Equity/fixed income blend
Special purpose

Commingled funds:
Domestic equity
International equity
Domestic fixed income
Global fixed income
International fixed income

Hedge funds:
Multi-strategy
Private equity
Real estate
Special purpose

Total investments

$ 11,036,833
536,478
36,587,270

2016
Assigned
Value

$

Fair
Value

Assigned
Value

9,181,152
452,751
36,827,197

$ 10,145,857
500,548
47,857,908

$

9,288,936
524,016
48,157,218

48,160,581

46,461,100

58,504,313

57,970,170

54,354,367
35,694,045
7,783,976
13,105,762
6,323,175
30,068,952
1,209,320
20,726,347

40,425,452
29,272,285
7,126,229
13,257,957
6,431,201
30,481,811
1,177,418
22,850,879

45,749,590
27,836,725
4,292,619
10,527,252
5,413,209
25,931,061
1,310,997
16,819,395

37,463,816
28,604,258
3,914,479
10,764,275
5,833,788
26,788,476
1,435,195
19,358,787

169,265,944

151,023,232

137,880,848

134,163,074

5,677,672
5,909,667
5,782,316
308,420
633,854

4,402,517
5,255,080
5,935,408
306,541
599,287

6,684,255
4,283,267
4,147,237
307,076
1,840,923

5,436,990
4,065,430
4,419,289
308,837
1,857,252

18,311,929

16,498,833

17,262,758

16,087,798

160,089,109
1,166,720
1,462,141
1,791,701

98,152,273
1,044,395
1,312,745
1,790,000

145,040,729
911,718
1,277,910
2,336,760

99,535,276
761,895
1,181,483
2,394,629

164,509,671

102,299,413

149,567,117

103,873,283

$ 400,248,125

$ 316,282,578

$ 363,215,036

$ 312,094,325

Endowments
The Foundation’s endowments consist of approximately 780 individual funds established for a variety of purposes.
As of December 31, 2017 and 2016, all endowment funds were designated by the Winston-Salem Foundation
Committee as general endowment funds to support the mission of the Foundation. Since all endowment funds
resulted from an internal designation and are not donor-restricted, all endowment funds are classified and reported
as unrestricted net assets.
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The Winston-Salem Foundation
Notes to Combined Financial Statements

Changes in endowment net assets for the years ended December 31:
2017

2016

Endowment net assets, beginning of year
Contributions
Principal withdrawals
Investment income
Net appreciation
Amounts appropriated for expenditure
Winston-Salem Foundation fees assessed to endowments

$ 287,309,487
25,456,082
(8,547,187)
5,535,651
31,990,523
(8,658,100)
(3,057,751)

$ 276,159,370
14,962,891
(9,155,600)
4,315,888
12,435,369
(8,578,366)
(2,830,065)

Endowment net assets, end of year

$ 330,028,705

$ 287,309,487

Endowment funds are reported as a part of unrestricted net assets on the combined statements of assets, liabilities
and net assets (modified cash basis).

Fair Value of Assets
The Foundation applies fair value accounting for all financial assets that are recognized or disclosed at fair value in
the combined financial statements on a recurring basis. The Foundation defines fair value as the price that would
be received from selling an asset in an orderly transaction between market participants at the measurement date.
When determining the fair value measurements for assets, which are required to be recorded at fair value, the
Foundation considers the market-based risk measurements or assumptions that market participants would use in
pricing the asset, such as inherent risk, transfer restrictions, and credit risk.
The Foundation applies the following fair value hierarchy, which prioritizes the inputs used to measure fair value
into three levels and bases the categorization within the hierarchy upon the lowest level of input that is available
and significant to the fair value measurement:
Level 1 - Quoted prices in active markets for identical assets or liabilities.
Level 2 - Observable inputs other than quoted prices in active markets for identical assets and liabilities,
quoted prices for identical or similar assets or liabilities in inactive markets, or other inputs that
are observable or can be corroborated by observable market data for substantially the full term
of the assets or liabilities.
Level 3 - Inputs that are generally unobservable and typically reflect management’s estimates of
assumptions that market participants would use in pricing the asset or liability.
Level 1 investment categories
The Foundation invests in equity securities, mutual funds, and exchange traded funds that are publically traded and
readily available in active markets in which the securities are traded. The investment accounts held by the
Foundation which include these securities have daily quoted active market prices accessible by the Foundation.
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The Winston-Salem Foundation
Notes to Combined Financial Statements

Level 2 investment categories
The Foundation invests in fixed income obligations and certain commingled funds that are not publically traded in
active markets. Fixed income obligations are valued at the mid-point of two or more bid and ask indicative quotations
obtained from unaffiliated market makers and other financial institutions that regularly trade such securities and
from relevant pricing services where the mid-point of the bid-ask spread or range is most representative of fair
value. Shares of commingled funds do not have daily quoted active market values, however the Foundation has
access to a detailed listing of the underlying assets of these funds, the majority of which are publically traded and
readily available in active markets. Investments in these funds are valued per share based on the market prices of
the underlying assets.
Level 3 investment categories
There is limited or no observable market data for the prices of partnership investments that are held by the
Foundation, and the resulting fair value of these securities are categorized as Level 3. As of December 31, 2017
and 2016, the Foundation holds $17,819,522 and $17,404,750 in certain partnership investments, respectively. The
fair value of these partnership investments as of December 31, 2017 and 2016 was estimated based upon the sum
of outstanding loans and accrued interest receivable from the partners, along with cash and equity investments held
in the partnerships multiplied by the Foundation’s partnership interest. The partnership interests may be sold to
another partner at any time at a mutually agreed upon price, but it is the Foundation’s intention to hold these assets
until the partnerships dissolve in the year 2050 when full redemption at fair value of the investment is expected.
At December 31, 2017 and 2016, the Foundation holds an interest in a real estate limited liability company (LLC)
valued at $1,500,000. A certified appraiser assisted in the determination of the per share fair value of the LLC. The
per share fair value of the LLC was estimated using the income approach based on expected cash flows to be
received by the investors of the LLC over a 25-year period. The income approach employed a discount rate of
approximately 11.5% that resulted in a valuation of $1.00 per share. Foundation management feels this estimate of
fair value is reasonable in all material respects as of December 31, 2017 and 2016, respectively. This amount is
included as a component of investments in partnerships on the statements of assets, liabilities and net assets.
At December 31, 2017 and 2016, the Millennium Fund holds an interest in a joint venture valued at $706,122 related
to the purchase of property (Note 7). This value represents the original investment and approximates fair value due
to the Millennium Fund being able to recover its original investment under a take-out provision in the partnership
agreement. The Millennium Fund’s management feels this estimate of fair value is reasonable in all material
respects as of December 31, 2017 and 2016, respectively. This amount is included as a component of investments
in partnerships on the statements of assets, liabilities and net assets.
There were no changes during the years ended December 31, 2017 and 2016 to the Foundation’s valuation
techniques used to measure asset fair values on a recurring basis.
The determination of fair value above incorporates various factors including the credit standing of the counterparties
involved and the impact of credit enhancements.
The Foundation invests in hedge funds that pursue multiple strategies to diversify risks and reduce volatility. These
funds have investments in assets located both in and outside the United States. In accordance with ASU 2015-07
(Note 2), investments in this category are not classified within the fair value hierarchy but are included in total to
permit reconciliation of the fair value hierarchy to the Statement of Assets, Liabilities and Net Assets (Modified Cash
Basis). As of December 31, 2017 and 2016, the Foundation holds $164,509,671 and $149,567,117 in hedge funds,
respectively. The fair values of these investments have been estimated using the net asset value per share of the
investments as provided by the hedge fund managers. Redemptions are generally permitted after some period of
time after initial investment, either on a quarterly, semi-annual, or annual basis, subject to certain restrictions, which
include a redemption period of 65-100 days.
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The Winston-Salem Foundation
Notes to Combined Financial Statements

The Foundation has $133,658,594 and $22,619,312 in cash and certificates of deposit as of December 31, 2017
and 2016, respectively, which are not classified in the fair value hierarchy.
The following tables set forth by level within the fair value hierarchy the Foundation’s assets accounted for at fair
value on a recurring basis as of December 31, 2017 and 2016. Assets are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement. The Foundation’s assessment of the
significance of a particular input to the fair value measurement requires judgment, and may affect the valuation of
fair value assets and their placement within the fair value hierarchy levels. As of December 31, 2017 and 2016,
there were no liabilities accounted for at fair value with the exception of agency deposits (Note 2).
Fair Value as of December 31, 2017
Level 2
Level 3

Level 1
Individual securities:
Domestic equity
International equity
Domestic fixed income
Mutual funds and ETFs:
Domestic equity
International equity
Global equity
Domestic fixed income
International fixed income
Global fixed income
Equity/fixed income blend
Special purpose

$ 11,036,833
536,478
-

$

36,587,270

$

-

$

Total
11,036,833
536,478
36,587,270

54,354,367
35,694,045
7,783,976
13,105,762
6,323,175
30,068,952
1,209,320
20,726,347

-

-

54,354,367
35,694,045
7,783,976
13,105,762
6,323,175
30,068,952
1,209,320
20,726,347

Commingled funds:
Domestic equity
International equity
Domestic fixed income
Global fixed income
Special purpose

-

5,677,672
5,909,667
5,782,316
308,420
633,854

-

5,677,672
5,909,667
5,782,316
308,420
633,854

*Hedge funds:
Multi-strategy
International Equity
Real estate
Special purpose

-

-

-

160,089,109
1,166,720
1,462,141
1,791,701

Investment in partnerships

-

-

20,025,644

20,025,644

$ 180,839,255

$ 54,899,199

$ 20,025,644

$ 420,273,769

Total investments
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Notes to Combined Financial Statements

As Adjusted
Fair Value as of December 31, 2016
Level 2
Level 3

Level 1
Individual securities:
Domestic equity
International equity
Domestic fixed income
Mutual funds and ETFs:
Domestic equity
International equity
Global equity
Domestic fixed income
International fixed income
Global fixed income
Equity/fixed income blend
Special purpose

$ 10,145,857
500,548
-

$

47,857,908

$

-

$

Total
10,145,857
500,548
47,857,908

45,749,590
27,836,725
4,292,619
10,527,252
5,413,209
25,931,061
1,310,997
16,819,395

-

-

45,749,590
27,836,725
4,292,619
10,527,252
5,413,209
25,931,061
1,310,997
16,819,395

Commingled funds:
Domestic equity
International equity
Domestic fixed income
Global fixed income
Special purpose

-

6,684,255
4,283,267
4,147,237
307,076
1,840,923

-

6,684,255
4,283,267
4,147,237
307,076
1,840,923

*Hedge funds:
Multi-strategy
International Equity
Real estate
Special purpose

-

-

-

145,040,729
911,718
1,277,910
2,336,760

Investment in partnerships

-

-

19,610,872

19,610,872

$ 148,572,253

$ 65,120,666

$ 19,610,872

$ 382,825,908

Total investments

*In accordance with ASU 2015-07, investments measured using net asset value per share are not classified in the fair value
hierarchy. The amounts presented in this table are intended to permit reconciliation of the hierarchy to the Combined Statement
of Assets, Liabilities and Net Assets (Modified Cash Basis).

The following table illustrates the activity of Level 3 assets during the years ended December 31:
As Adjusted
2016

2017
Fair value, beginning of year
Unrealized gains

$

19,610,872
414,772

$

19,168,652
442,220

Fair value, end of year

$

20,025,644

$

19,610,872

Assets Held in Trust
Assets held in trust primarily consist of community properties maintained by various occupant agencies. There were
no rental income or disbursements related to these properties during the years ended December 31, 2017 and
2016, respectively. As of December 31, 2017 and 2016, the value of these assets was $4,016,275.
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Investments in Partnerships
The Foundation is the recipient of two gifts that are ownership interests in limited partnerships. The primary purpose
of these partnerships is to acquire, own, manage and sell or otherwise dispose of property for investment purposes.
The Foundation shares in the profits and losses at the rate of its partnership interest which is 98 percent. The
Foundation’s share in the combined value of two partnerships was $17,819,522 and $17,404,750 as of
December 31, 2017 and 2016, respectively.
These amounts consisted of cash and cash equivalents of $24,023 and $130,213, investments in debt and equity
securities of $430,289 and $322,739, and notes receivable of $10,445,511 and $10,445,511, plus accrued interest
of $6,919,699 and $6,506,287 as of December 31, 2017 and 2016, respectively (Note 5).
In 2009, the Foundation invested $1,000,000 and the Millennium Fund invested $300,000 in the Series A shares of
a real estate LLC. In addition, the Foundation received gifts valued at $200,000 in the LLC since December 31,
2009. The total $1,500,000 investment held as of December 31, 2017 and 2016 represents a 25% interest in the
entity (Note 5).
In 2012, the Millennium Fund invested in a joint venture to purchase land from Dell Products L.P. that included a
take-out provision where the investment could be recovered if the land did not sell by August 22, 2013. The
Millennium Fund’s management elected to forego its withdrawal at that time and to remain in the joint venture with
the understanding that it can recover its investment at any time. The Millennium Fund’s share in the partnership
was $706,122 as of December 31, 2017 and 2016 (Note 5).

Unrestricted Net Assets
Gifts received by the Foundation are accounted for in certain unrestricted net asset groups, which have been
combined for presentation purposes as follows:
Discretionary
Represent gifts, the income from which may be distributed solely at the discretion of the Foundation Committee.
Field of interest
Represent gifts, the income from which may be distributed to support programs operating in a specific field of
interest in accordance with the donor’s intent.
Scholarship
Represent gifts, the income from which may be distributed to assist students attending post-secondary educational
institutions.
Student loan
Represent gifts, the income/principal from which may be loaned to assist students attending post-secondary
educational institutions. Students are required to repay these funds plus interest charged.
Donor advised
Represent gifts, the income from which may be distributed for purposes consistent with the Foundation Committee’s
policies. Some funds also allow the disbursement of principal. Donors have an opportunity to make suggestions for
the disbursements of these funds.
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Donor designated
Represent gifts, the income from which may be distributed to specific nonprofit organizations in accordance with
the donor’s intent. The Foundation Committee monitors beneficiary compliance with any fund requirements and
assesses whether the funds could be used more appropriately elsewhere.
Real estate
Represent gifts of cash and real estate titled to the Foundation for use by nonprofit organizations. The Foundation
provides continuing oversight of the use and care of the property as well as responsibility for disposition should the
designated use become impractical or undesirable.
Administrative
Represents gifts, investment income and management fees assessed by the Foundation on the above funds and
office equipment to provide administrative support.
Unrestricted net assets reported by group classification are as follows:
2017
Discretionary
Field of interest
Scholarship
Student loan
Donor advised
Donor designated
Real estate
Administrative

$

42,747,536
33,026,718
26,664,362
482,701
317,218,395
111,444,237
3,566,141
6,491,281

$ 541,641,371

2016
$

37,735,514
30,397,880
23,555,307
624,930
200,955,601
93,885,393
3,566,141
4,465,719

$ 395,186,485

Grant Commitments
Unpaid grant commitments from endowed funds approved by the Winston-Salem Foundation Committee amounted
to $2,271,620 and $1,898,607 at December 31, 2017 and 2016, respectively. There were no unpaid grant
commitments approved by the Millennium Fund Oversight Committee at December 31, 2017 and 2016,
respectively.

Lease Commitments
In 2014, the Foundation entered into operating leases for copier/fax machines that require monthly payments of
$788. Payments made under these leases were $9,456 in 2017 and 2016. The remaining future commitments are
as follows:
Year Ended
December 31,
2018
2019

$

9,456
5,478

$

14,934
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In August 2014 the Foundation relocated its office and entered into a lease agreement for 10.75 years for the new
office space. The lease agreement gives the Foundation the option to extend the lease for two additional terms of
five years each, subject to various contingencies. The original lease agreement includes nine months of deferred
rent with payments beginning in 2015 that escalate in future years. Payments made under this lease agreement
were $381,887 in 2017 and $375,231 in 2016. The remaining future commitments under the original lease
agreement are as follows:
Year Ended
December 31,
2018
2019
2020
2021
2022
Thereafter

$

388,709
395,701
402,869
410,216
417,746
1,040,803

$

3,056,044

Executive Office Operations
Payment of administrative expenses of the executive office of the Foundation is made from an operating fund
maintained by the Winston-Salem Foundation, Inc. Funding is obtained from assessments against individual trust
funds in custody of trustees, from the investment returns on The Winston-Salem Foundation, Inc.’s cash
management accounts, and gifts to support the Foundation’s community leadership efforts.

Realized and Unrealized Gains (Losses)
Net realized and unrealized gains (losses) on securities, assets held in trust, and partnership interests are
summarized as follows:
Year Ended December 31,
2017
Net Realized
Gains
(Losses)
Individual securities:
Domestic equity
International equity
Domestic fixed income
Mutual funds and ETFs:
Domestic equity
International equity
Global equity
Domestic fixed income
International fixed income
Global fixed income
Equity/fixed income blend
Special purpose

$

448,243
(404)
(149,672)
2,489,821
208,326
358,440
(60,543)
(97,242)
(149,906)
(63,076)
(185,545)

2016
Net Change
in Unrealized
Appreciation
(Depreciation)

$

998,760
107,195
59,383
5,643,141
7,189,293
279,607
84,828
312,553
444,556
156,100
414,860

Net Realized
Gains
(Losses)
$

235,711
47,237
(13,409)
3,219,160
(243,652)
37,397
29,736
(173,116)
(45,881)
(210,464)
(17,204)

Net Change
in Unrealized
Appreciation
(Depreciation)
$

466,891
(48,621)
(48,645)
662,519
736,204
204,578
31,622
535,408
617,736
218,056
460,674
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Year Ended December 31,
2017
Net Realized
Gains
(Losses)
Commingled funds:
Domestic equity
International equity
Domestic fixed income
Global fixed income
Special purpose
Hedge funds:
Multi-strategy
Private equity
Real estate
Special purpose
Partnership interests
Assets held in trust

2016
Net Change
in Unrealized
Appreciation
(Depreciation)

$

1,226,332
744,360
(142,881)
(568)
(7,965)

$

$

(343,398)
140,000
9,075
(57,870)
-

$

4,365,527
469,215

Less amounts related to agency deposits
$

3,896,312

27,890
436,750
118,960
3,640
50,896
16,431,383
(27,498)
52,969
59,570
414,772
-

Net Realized
Gains
(Losses)
$

208,478
(8,637)
(187)
(14,139)

$

275,648
(57,891)
(87,924)
(82)
43,605

$

575,260
397,854
51,418
6,000

$

6,711,645
9,823
(393,972)
(57,869)
442,220
-

33,259,608
1,791,532
$

31,468,076

Net Change
in Unrealized
Appreciation
(Depreciation)

4,081,562
354,278
$

3,727,284

10,721,625
742,559
$

9,979,066

Tax Status
The Foundation and its supporting organizations have been granted tax-exempt status under Section 501(c)(3) of
the U.S. Internal Revenue Code. Accordingly, no provision for income taxes has been reflected in these combined
financial statements. The Foundation has determined that it does not have any material unrecognized tax benefits
or obligations as of December 31, 2017 and 2016.

Retirement Plan
The Winston-Salem Foundation provides a defined contribution retirement plan for all full-time employees meeting
certain eligibility requirements. The Foundation contributes 10% of each participant’s salary to this plan annually.
Participants may also make contributions to the plan through payroll deferral up to annual maximums allowed by
the Internal Revenue Code. The Foundation’s contributions to the plan were $195,060 and $183,475 during the
years ended December 31, 2017 and 2016, respectively.
The Foundation established a defined contribution retirement plan effective January 1, 2017 that provides benefits
to an executive of the Foundation. Contributions to the plan are made annually as long as the executive remains in
continuous service to the Foundation. The executive is fully vested in the plan from inception. The annual
contributions are made based on the lesser of a fixed payment schedule or the allowable amount under section
457(b)(2) of the Internal Revenue Code. Contributions to the plan for the year ended December 31, 2017 were
$18,987.

Deferred Gifts
In 1997, the Foundation was the recipient of a gift of land in which the donor retained a life interest to use the
property. On the date of the gift the fair value of this property was $1,231,849. Upon the death of the donor, the
Foundation will recognize this gift as revenue at the fair value as of that date.
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The Foundation serves as trustee for several charitable remainder trusts, the assets of which are not included in
the Foundation’s combined financial statements. These deferred gifts represent principal held in trust for the life of
a beneficiary who receives the income generated during his/her lifetime. At the death of the beneficiary, the principal
earmarked for the Foundation will be recorded as an outright gift. Deferred gifts as of December 31 were as follows:
2017
Total fair value
Portion designated for the Foundation

$

27,256,794
24,988,013

2016
$

24,594,752
22,785,396

Also, the Foundation serves as trustee for two charitable lead annuity trusts and one charitable lead unitrust, the
assets of which are not included in the Foundation’s combined financial statements. These deferred gifts will
generate annual distributions for a specified number of years, after which time the principal will transfer to the
donor’s designated beneficiaries. A portion of each annual distribution is earmarked for the Foundation and will be
recorded as donations and bequests upon receipt:
Years Ended December 31,
2017
2016
Total disbursements
Portion designated for the Foundation

$

680,000
350,720

$

778,633
361,994

Total market value

$

16,643,171

$

16,890,331

Estimated remaining distributions
Portion designated for the Foundation

$

2,472,243
1,274,332

$

3,191,546
1,629,544

$

2,349,023
1,210,852

$

3,025,028
1,543,836

Estimated present value of remaining distributions at a 1.93%
discount rate (2.09% rate used for 2016)
Portion designated for the Foundation
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Independent Auditors’ Report on Supplementary Combining
Information
Audit Committee
The Winston-Salem Foundation
Winston-Salem, North Carolina
We have audited the combined financial statements (modified cash basis) of The Winston-Salem
Foundation and supporting organizations as of and for the years ended December 31, 2017 and 2016, and
our issued our report thereon dated June 27, 2018, which expressed an unmodified opinion on those
combined financial statements (modified cash basis), appears on pages 1 and 2. Our audits were
conducted for the purpose of forming an opinion on the combined financial statements taken as a whole.
The following combining financial information on pages 19 through 22 is presented for purposes of
additional analysis and is not intended to present the financial position and results of operations of the
individual entities. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the combined financial statements
(modified cash basis). The information has been subjected to the auditing procedures applied in the audit
of the combined financial statements (modified cash basis) and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the combined financial statements (modified cash basis) or to the combined financial statements
(modified cash basis) themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the basic combined financial statements (modified cash basis) as of
December 31, 2017 and 2016 and the years then ended, taken as a whole.

Winston-Salem, North Carolina
June 27, 2018
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