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Independent Auditor's Report

To the Board of Directors 
Great Lakes Center for the Arts

We have audited the accompanying financial statements of the Great Lakes Center for the Arts (the
"Organization"), which comprise the statement of financial position as of December 31, 2019 and 2018 and the
related statements of activities and changes in net assets and cash flows for the years then ended, and the
related notes to the financial statements. 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these 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 audits to obtain reasonable assurance about whether the financial
statements are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the 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
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 financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Great Lakes Center for the Arts as of December 31, 2019 and 2018 and its changes in net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter 

As described in Note 12 to the financial statements, the Organization adopted the provisions of Accounting
Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606), as well as ASU No.
2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for Contributions
Received and Contributions Made. Our opinion is not modified with respect to these matters.

April 24, 2020
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Great Lakes Center for the Arts

Statement of Financial Position
December 31, 2019 and 2018

2019 2018

Assets

Cash and cash equivalents $ 511,978 $ 371,854
Restricted cash (Note 11) 77,139 64,541
Investments (Note 5) - 16,424
Receivables:

Trade accounts receivable 24,861 15,478
Contributions receivable - Net (Note 4) 2,584,421 3,890,813

Total receivables 2,609,282 3,906,291

Inventory 7,112 6,515
Prepaid expenses and other assets 28,793 13,500
Fixed assets - Net (Note 6) 36,880,533 37,799,314

Total assets $ 40,114,837 $ 42,178,439

Liabilities and Net Assets

Liabilities
Accounts payable $ 132,889 $ 939,774
Note payable (Note 7) 8,448,561 8,739,249
Accrued compensation and amounts withheld 19,060 16,149
Deferred revenue 30,488 38,362

Total liabilities 8,630,998 9,733,534

Net Assets
Without donor restrictions 28,693,414 28,485,551
With donor restrictions (Note 8) 2,790,425 3,959,354

Total net assets 31,483,839 32,444,905

Total liabilities and net assets $ 40,114,837 $ 42,178,439

See notes to financial statements. 2



Great Lakes Center for the Arts

Statement of Activities and Changes in Net Assets
Years Ended December 31, 2019 and 2018

2019 2018
Without Donor

Restrictions
With Donor
Restrictions Total

Without Donor
Restrictions

With Donor
Restrictions Total

Revenue, Gains, and Other Support
Admissions and other performance income $ 742,764 $ - $ 742,764 $ 511,929 $ - $ 511,929
Contributions 447,810 1,609,182 2,056,992 348,289 3,598,721 3,947,010
In-kind donations 76,530 - 76,530 - - -
Special event revenue 568,490 - 568,490 580,450 - 580,450
Rental income 86,044 - 86,044 34,133 - 34,133
Interest income 10,250 - 10,250 504 - 504
Net assets released from restrictions 2,778,111 (2,778,111) - 16,308,562 (16,308,562) -

Total revenue, gains, and other
support 4,709,999 (1,168,929) 3,541,070 17,783,867 (12,709,841) 5,074,026

Expenses
Program expenses 3,160,050 - 3,160,050 2,094,666 - 2,094,666

Support services:
Management and general 430,675 - 430,675 340,490 - 340,490
Fundraising 756,940 - 756,940 620,238 - 620,238
Direct benefit to donor 154,471 - 154,471 - - -

Total support services 1,342,086 - 1,342,086 960,728 - 960,728

Total expenses 4,502,136 - 4,502,136 3,055,394 - 3,055,394

Increase (Decrease) in Net Assets 207,863 (1,168,929) (961,066) 14,728,473 (12,709,841) 2,018,632

Net Assets - Beginning of year 28,485,551 3,959,354 32,444,905 13,757,078 16,669,195 30,426,273

Net Assets - End of year $ 28,693,414 $ 2,790,425 $ 31,483,839 $ 28,485,551 $ 3,959,354 $ 32,444,905

See notes to financial statements. 3



Great Lakes Center for the Arts

Statement of Cash Flows
Years Ended December 31, 2019 and 2018

2019 2018

Cash Flows from Operating Activities
(Decrease) increase in net assets $ (961,066) $ 2,018,632
Adjustments to reconcile (decrease) increase in net assets to net cash and

cash equivalents from operating activities:
Depreciation 1,003,894 502,355
Change in unamortized discount (89,627) (12,826)
Bad debt expense (87,864) -
Contributions restricted to long-term purposes (2,146,619) (3,585,855)
Changes in operating assets and liabilities that provided (used) cash

and cash equivalents:
Accounts receivable 345,600 (15,478)
Inventory (597) (6,515)
Prepaid expenses and other assets (15,293) 42,400
Accounts payable (806,885) 890,378
Accrued and other liabilities (4,963) (4,109,833)

Net cash and cash equivalents used in operating activities (2,763,420) (4,276,742)

Cash Flows from Investing Activities
Purchase of property and equipment (85,113) (7,810,424)
Proceeds from sales and maturities of investments 16,424 194,209

Net cash and cash equivalents used in investing activities (68,689) (7,616,215)

Cash Flows from Financing Activities
Proceeds from issuance of note payable - 8,386,987
Payments on debt (290,688) -
Proceeds from contributions restricted for long-term purposes 3,275,519 3,600,120

Net cash and cash equivalents provided by financing
activities 2,984,831 11,987,107

Net Increase in Cash and Cash Equivalents 152,722 94,150

Cash and Cash Equivalents - Beginning of year 436,395 342,245

Cash and Cash Equivalents - End of year $ 589,117 $ 436,395

Supplemental Cash Flow Information - Cash paid for interest $ 385,642 $ 260,333

See notes to financial statements. 4



Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 1 - Nature of Business

Great Lakes Center for the Arts (the "Organization") is a not-for-profit organization incorporated in the
State of Michigan. The Organization completed construction of its facility in 2018 and began programming
in July 2018. The Organization serves the entire northern Michigan region through the cultural arts,
intellectual dialogue, and education programs with an annual lineup of world-class performances and
visiting artists. Programming includes popular, classical, jazz, and country music performances; theatrical
productions; music festivals; opera; films; dance; and lectures, along with an arts education program that
serves regional students in partnership with local schools and educators.

Note 2 - Significant Accounting Policies

Basis of Accounting  

The financial statements of the Organization are prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles.

Cash Equivalents and Concentration of Credit Risk Arising from Deposit Accounts 

The Organization considers highly liquid investments with an original maturity of three months or less
when purchased to be cash equivalents.

The Organization maintains cash balances at one bank. The total amount of bank deposits (checking and
savings accounts) that was insured by the Federal Deposit Insurance Corporation (FDIC) at year end
was $250,000. The Organization evaluates the financial institutions with which it deposits funds; however
it is not practical to insure all cash deposits.

Investments 

Equity securities purchased and held principally for the purpose of selling them in the near term are
classified as trading securities. Trading securities are reported at fair value with unrealized gains and
losses included in earnings.

Endowed funds use an investment pool approach, under which each restricted purpose endowment has
a specific unit interest based on its capital contributions to the pool. Income earned in the pool is
allocated quarterly to funds without donor restriction for general operations and to the individual
endowments in proportion to the unit interests as of the end of the quarter. Gains and losses from the
sale of pooled investments and unrealized gains and losses on investments held are allocated in the
same manner.

Fixed Assets 

Fixed assets consist of land, land improvements, buildings, machinery and equipment, furniture and
fixtures, and construction in progress, all of which are recorded at cost at the date of purchase or fair
value at the date of donation. Construction in progress reflects amounts expended to date on the
construction of facilities that have not been placed in service at year end. For assets placed in service,
the straight-line method is used for computing depreciation. Assets are depreciated over their estimated
useful lives. Costs of maintenance and repairs are charged to expense when incurred.

Contributions 

The Organization reports gifts of property and equipment as contributions without donor restrictions
unless explicit donor stipulations specify how the donated assets must be used. Gifts of cash or other
assets that must be used to acquire long-lived assets are reported as restricted support. Absent explicit
donor stipulations about how long those long-lived assets must be maintained, the Organization reports
the expiration of donor restrictions when the assets are placed in service.

Contributions of cash and other assets, including unconditional promises to give in the future, are
reported as revenue when received, measured at fair value. 

5



Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Contributions without donor-imposed restrictions are reported as contributions without donor restrictions.

Contributions with all other donor-imposed time or purpose restrictions are recorded as contributions with
donor restrictions regardless of whether the purpose is met in the same period as the gift. These
contributions that are met in the same period are released from donor restrictions as of period end. 

Contributions receivable that are expected to be collected within one year are recorded at net realizable
value. Unconditional promises to give that are expected to be collected in future years are recorded at the
present value of their estimated future cash flows. The discounts on those amounts are computed using
risk-free interest rates applicable to the years in which the promises are received. Amortization of the
discounts is included in contribution revenue. An allowance for uncollectible contributions is provided
when evidence indicates amounts promised by donors may not be collectible.

Classification of Net Assets 

Net assets of the Organization are classified based on the presence or absence of donor-imposed
restrictions.

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions or for
which the donor-imposed restrictions have expired or been fulfilled. Net assets in this category may be
expended for any purpose in performing the primary objectives of the Organization. 

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and grantors.
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the
Organization or by the passage of time. Other donor restrictions are perpetual in nature, whereby the
donor has stipulated the funds be maintained in perpetuity. 

Earnings, gains, and losses on donor-restricted net assets are classified as net assets without donor
restrictions unless specifically restricted by the donor or by applicable state law.

Revenue Recognition 

The Organization's exchange revenue is derived primarily from box office ticket sales and venue rentals.
For the years ended December 31, 2019 and 2018, total revenue recognized from box office ticket sales
with customers was $670,960 and $475,533, respectively, and is represented within admission and other
performance income on the statement of activities. Revenue recognized from venue rentals is shown
separately on the statement of activities and changes in net assets.

The Organization has an obligation to host musical performances, theatrical productions, and an array of
festivals and lectures. Revenue is recognized at a point in time when the performance or venue rental
occurs. Under typical payment terms, payment is due when tickets or ticket subscriptions are purchased
at the point of sale. Deposits for venue rentals are due when the contract is executed, while the balance
is due at the time of the rental event. There are no significant obligations for refunds or similar obligations.
There are no unique economic factors that affect the nature, timing, and uncertainty of revenue and cash
flows.

Transaction prices for ticket sales are specifically tied to the value of the ticket, and transaction prices for
venue rentals are determined by the rental agreement, neither of which includes variable consideration.
Cash for same-day performances or events is collected at the point of sale, resulting in the recognition of
admissions and other performance income on the statement of activities and changes in net assets. In
some situations, seasonal subscriptions are purchased in advance, which could result in the Organization
recognizing contract liabilities represented as deferred revenue on the statement of financial position.  

As of January 1, 2018, the Organization had no opening balance on trade receivables. As of January 1,
2018, the opening contract liability balance for payments received for performances or venue rentals that
took place after January 1, 2018 was $250,316.
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Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Income Taxes 

The Organization is a not-for-profit corporation and is exempt from tax under the provisions of Internal
Revenue Code Section 501(c)(3).

Functional Allocation of Expenses 

Costs of providing the program and support services have been reported on a functional basis in the
statement of activities and changes in net assets. Costs have been allocated between the various
programs and support services on several bases and estimates. Salary and benefits and professional
and consulting fees are allocated based on time and effort. Occupancy costs are allocated based on
usage per square foot. Although the methods of allocation used are considered appropriate, other
methods could be used that would produce different amounts.

Commitments 

During 2016, the Organization entered into contracts valued at approximately $20,000,000 for
construction and other services, which increased to approximately $21,000,000 as of December 31,
2018. During 2019, the Organization did not enter into any additional commitments. Approximately
$30,000 and $450,000 remained of the approximately $21,210,000 of total commitments as of December
31, 2019 and 2018, respectively.

Upcoming Accounting Pronouncement 

The Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No.
2016-02, Leases (Topic 842), which will supersede the current lease requirements in Accounting
Standards Codification 840. The ASU requires lessees to recognize a right-of-use asset and related
lease liability for all leases, with a limited exception for short-term leases. Leases will be classified as
either finance or operating, with the classification affecting the pattern of expense recognition in the
statement of activities. Currently, leases are classified as either capital or operating, with only capital
leases recognized on the balance sheet. The reporting of lease-related expenses in the statements of
operations and cash flows will be generally consistent with the current guidance. The new lease guidance
will be effective for the Organization's year ending December 31, 2021 and will be applied using a
modified retrospective transition method to either the beginning of the earliest period presented or the
beginning of the year of adoption. The new lease standard is not expected to have a significant effect on
the Organization’s financial statements as a result of the Organization's related party operating leases.
Upon adoption, the Organization will recognize a lease liability and corresponding right-of-use asset
based on the present value of the minimum lease payments. The effects on the results of operations are
not expected to be significant, as recognition and measurement of expenses and cash flows for leases
will be substantially the same under the new standard. 
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Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Subsequent Events 

The financial statements and related disclosures include evaluation of events up through and including
April 24, 2020, which is the date the financial statements were available to be issued. On March 16, 2020,
the governor of Michigan issued an executive order temporarily closing certain nonessential businesses.
As a result of this order, the Organization was required to reschedule or cancel all events occurring
between March 16, 2020 and June 30, 2020. In addition, a small percentage of employees who are low-
hour part-time personnel and whose hours are driven by events have been laid off until event activity
resumes. Furthermore, the Organization applied for and has been approved to receive a loan as part of
the Paycheck Protection Program (PPP) issued by the Small Business Administration to cover
approximately 2.5 months of its average monthly payroll costs. While the Organization's results of
operations, cash flows, and financial condition could be negatively impacted, the extent of the impact
cannot be reasonably estimated at this time.

Note 3 - Liquidity and Availability of Resources

The following reflects the Organization's financial assets as of December 31, reduced by amounts not
available for general use because of contractual or donor-imposed restrictions within one year of the
statement of financial position date:

2019 2018

Cash and cash equivalents $ 589,117 $ 371,854
Trade assets receivable 24,861 15,478
Contributions receivable 2,584,421 3,890,813
Other investments - 16,424

Financial assets - At year end 3,198,399 4,294,569

Less those unavailable for general expenditures within one year due to
contractual or donor-imposed restrictions:

Restricted by donor with time or purpose restrictions 1,406,334 2,161,742
Not subject to appropriation or expenditure 145,750 145,791
Subject to appropriation and satisfaction 139 -

Financial assets available to meet cash needs for general
expenditures within one year $ 1,646,176 $ 1,987,036

The Organization is substantially supported by restricted contributions. Because a donor's restriction
requires resources to be used in a particular manner or in a future period, the Organization must maintain
sufficient resources to meet those responsibilities to its donors. As part of the Organization's liquidity
management, it has a policy to structure its financial assets to be available as its general expenditures,
liabilities, and other obligations come due. 

In the event of an unanticipated liquidity need, the Organization has available borrowings up to
approximately $2,404,000 and $1,413,000 as of December 31, 2019 and 2018, respectively, as further
described in Note 7.

8



Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 4 - Contributions Receivable 

Included in contributions receivable are several unconditional promises to give generated from a capital
campaign. They are included as follows:

2019 2018

Gross promises to give before unamortized discount $ 2,855,990 $ 4,164,145
Less allowance for uncollectible contributions (87,864) -
Less allowance for net present value discount (183,705) (273,332)

Net contributions receivable $ 2,584,421 $ 3,890,813

Amounts due in:
Less than one year $ 1,449,656 $ 2,002,403
One to five years 1,391,334 2,141,742
More than five years 15,000 20,000

Total $ 2,855,990 $ 4,164,145

As of December 31, 2019 and 2018, gross promises to give totaling $2,000,000 and $2,500,000,
respectively, were received from members of the board and are outstanding and included in contributions
receivable in the statement of financial position.

The Organization has received conditional contributions of approximately $1,600,000. The contributions
are conditioned upon the Organization raising matching funds to finalize its capital campaign. As of
December 31, 2019, the expected level of funds has not been raised; therefore, revenue for these
conditional contributions has not been recognized by the Organization.

Note 5 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the financial
statements and provide a framework for establishing that fair value. The framework for determining fair
value is based on a hierarchy that prioritizes the inputs and valuation techniques used to measure fair
value.

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets that the
Organization has the ability to access. The Organization is invested in marketable securities valued at $0
and $16,424 as of December 31, 2019 and 2018, respectively, which are classified in Level 1.

Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets in active markets and other inputs, such as
interest rates and yield curves, that are observable at commonly quoted intervals. The Organization had
no Level 2 investments in the current period.

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset. These Level 3 fair value measurements are based
primarily on management’s own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset. The Organization had no Level 3
investments in the current period.

In instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Organization’s assessment of the significance of particular inputs to these
fair value measurements requires judgment and considers factors specific to each asset. 
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Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 6 - Fixed Assets

Property and equipment are summarized as follows:

2019 2018
Depreciable
Life - Years

Land $ 13,010,000 $ 13,010,000 -
Land improvements 1,746,456 1,739,241 20
Buildings 19,216,590 19,203,393 40
Machinery and equipment 410,905 400,016 3-10
Furniture and fixtures 3,957,574 3,901,120 10
Construction in progress 50,198 52,840 -

Total cost 38,391,723 38,306,610

Accumulated depreciation 1,511,190 507,296

Net property and equipment $ 36,880,533 $ 37,799,314

Depreciation expense for the years ended December 31, 2019 and 2018 was $1,003,894 and $502,355,
respectively.

Note 7 - Note Payable 

Under a credit agreement with a bank, the Organization has available delayed-draw borrowings limited to
formulas based on certain percentages of pledges receivable, underwriting support, and tax increment
financing (TIF) payments, not to exceed $14,000,000 in aggregate borrowings. Based on the formulas,
the Organization is able to draw up to an additional approximately $2,404,000 and $1,413,000 at
December 31, 2019 and 2018, respectively. The note becomes due on October 5, 2022, unless the bank
elects to extend the maturity date to any date up to October 5, 2024, by written notice to the Organization.
Interest is payable monthly at a rate of 2.50 percent above the London Interbank Offered Rate (LIBOR)
(an effective rate of 4.26 and 5.00 percent at December 31, 2019 and 2018 respectively). The note is
collateralized by pledges receivable, underwriter support, and TIF payments. 

Note 8 - Net Assets with Donor Restrictions

Donor-restricted net assets as of December 31 are available for the following purposes:

2019 2018

Subject to expenditures for a specified purpose - Future programming
and operations $ 865,750 $ 377,450

Subject to the passage of time 1,778,786 3,436,113
Subject to appropriation and expenditures when a specified event

occurs - Accumulated investment gains 139 41
Not subject to appropriation or expenditure - Donor-restricted

contributions to the endowment 145,750 145,750

Total $ 2,790,425 $ 3,959,354
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Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 9 - Leases

Operating Leases

The Organization leases space under noncancelable operating leases with a related party. Total costs for
such leases were $26,769 and $24,658 for the years ended December 31, 2019 and 2018, respectively.
During the prior year, the Organization entered into a lease with a related party for space for the period
from May 1, 2018 through April 30, 2021 with minimum future payments, as follows:

Years Ending Amount

2020 $ 27,572
2021 9,281

Total $ 36,853

Note 10 - Functional Expenses

Expenses related to the Organization's operations are as follows as of December 31:

2019 2018

Program expenses:
Performance costs $ 602,582 $ 653,333
Salaries and benefits 559,448 360,110
Box office 34,139 -
Education programming 39,908 -
Concession fees 30,010 44,435
Professional and consulting fees 105,801 96,665
Occupancy 344,369 220,155
Depreciation and amortization 1,026,585 522,404
Interest expense 417,208 197,564

Total program expenses 3,160,050 2,094,666

Management and general:
Salaries and benefits 189,949 139,794
Marketing and development 120,303 49,032
Professional and consulting fees 35,473 69,688
Occupancy 84,950 81,976

Total management and general 430,675 340,490

Fundraising:
Salaries and benefits 374,663 334,369
Marketing and development 78,293 53,181
Special events 171,521 188,906
Occupancy 132,463 43,782

Total fundraising 756,940 620,238

Direct benefit to donors - Special events 154,471 -

Total expenses $ 4,502,136 $ 3,055,394

Note 11 - Donor-restricted Endowment

The Organization's endowment includes donor-restricted endowment funds. Net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-imposed
restrictions.

11



Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 11 - Donor-restricted Endowment (Continued)

Interpretation of Relevant Law

The Organization is subject to the Michigan Uniform Prudent Management of Institutional Funds Act (MI-
UPMIFA) and, thus, classifies amounts in its donor-restricted endowment funds as net assets with donor
restrictions because those net assets are time restricted until the board of directors appropriates such
amounts for expenditures. Most of those net assets also are subject to purpose restrictions that must be
met before reclassifying those net assets to net assets without donor restrictions. The board of directors
of the Organization had interpreted MI-UPMIFA as not requiring the maintenance of purchasing power of
the original gift amount contributed to an endowment fund, unless a donor stipulates the contrary. As a
result of this interpretation, when reviewing its donor-restricted endowment funds, the Organization
considers a fund to be underwater if the fair value of the fund is less than the sum of (a) the original value
of initial and subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are
required to be maintained in perpetuity in accordance with the direction of the applicable donor gift
instrument. The Organization has interpreted MI-UPMIFA to permit spending from underwater funds in
accordance with the prudent measures required under the law. Additionally, in accordance with MI-
UPMIFA, the Organization considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:

 The duration and preservation of the fund
 The purpose of the Organization and the donor-restricted endowment fund
 General economic conditions
 The possible effect of inflation and deflation
 The expected total return from income and the appreciation of investments
 Other resources of the Organization
 The investment policies of the Organization

Endowment Net
Asset

Composition by
Type of Fund as
of December 31,

2019
With Donor
Restrictions

Donor-restricted endowment funds:
Original donor-restricted gift amount and amounts required to be maintained in

perpetuity by the donor $ 77,000
Accumulated investment gains 139

Total $ 77,139
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Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 11 - Donor-restricted Endowment (Continued)

Changes in
Endowment Net
Assets for the

Fiscal Year
Ended

December 31,
2019

With Donor
Restrictions

Endowment net assets - Beginning of year $ 64,541
Investment return - Net appreciation 98
Donor-restricted contributions - Cash collected on endowment pledge receivables 12,500

Endowment net assets - End of year $ 77,139

The above amounts exclude $68,750 of pledges receivable as of December 31, 2019.

Endowment Net
Asset

Composition by
Type of Fund as
of December 31,

2018
With Donor
Restrictions

Donor-restricted endowment funds:
Original donor-restricted gift amount and amounts required to be maintained in

perpetuity by the donor $ 64,500
Accumulated investment gains 41

Total $ 64,541

Changes in
Endowment Net
Assets for the

Fiscal Year
Ended

December 31,
2018

With Donor
Restrictions

Investment return - Investment income - Net appreciation $ 41
Donor-restricted contributions - Cash collected on endowment pledge receivables 64,500

Endowment net assets - End of year $ 64,541

The above amounts exclude $81,250 of pledges receivable as of December 31, 2018.

Underwater Endowment Funds

As of December 31, 2019 and 2018, there were no funds with deficiencies.
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Great Lakes Center for the Arts

Notes to Financial Statements
December 31, 2019 and 2018

Note 11 - Donor-restricted Endowment (Continued)

Return Objectives and Risk Parameters 

The Organization has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the Organization must hold in perpetuity or for a donor-specified period. Under
this policy, as approved by the board of directors, the endowment assets will be invested in equities and
fixed-income securities in a manner that is intended to achieve a return equal to or greater than spending.
As of December 31, 2019, cash collected on endowment pledge is reported as restricted cash on the
statement of financial position. The secondary investment objective is to earn a total return, net of
expenses, at least equal to the portfolio's composite benchmark defined in its investment policy
statement. Actual returns in any given year may vary from this amount.

Strategies to Be Employed for Achieving Objectives 

Currently, endowment funds are held as restricted cash on the statement of financial position. To satisfy
its long-term rate-of-return objectives, the Organization has a plan to rely 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 Organization targets a diversified asset allocation that places a
greater emphasis on equity and fixed-income-based investments to achieve its long-term return
objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy 

No appropriations shall be made from the endowment unless and until its total market value exceeds
$1,000,000, as measured at the end of a calendar quarter. Once this threshold has been met, the
Organization has a policy of appropriating for distribution each year up to 5 percent of its endowment
fund's average fair value over the prior 12 quarters through the calendar year end preceding the fiscal
year in which the distribution is planned. In establishing this policy, the Organization considered the long-
term expected rate of return on its endowment. Accordingly, over the long term, the Organization expects
the current spending policy to allow its endowment to grow. The Organization has a policy that permits
spending from underwater endowment funds depending on the degree to which the fund is underwater,
unless otherwise precluded by donor intent or relevant laws and regulations. 

Note 12 - Adoption of New Accounting Pronouncement

As of January 1, 2019, the Organization adopted FASB ASU No. 2014-09, Revenue from Contracts with
Customers (Topic 606). The ASU is based on the principle that revenue is recognized to depict the
transfer of goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The ASU also requires additional
disclosure about the nature, amount, timing, and uncertainty of revenue and cash flows arising from
customer contracts, including significant judgments and changes in judgments and assets recognized
from costs incurred to obtain or fulfill a contract. The Organization adopted the new standard using the
modified retrospective method to all contracts effective January 1, 2019 and is using a portfolio approach
to group contracts with similar characteristics. Modified retrospective adoption requires entities to apply
the standard retrospectively to the most current period presented in the financial statements, requiring the
cumulative effect of the retrospective application as an adjustment to the opening balance of retained
earnings at the date of initial application. Prior periods have not been adjusted. No cumulative-effect
adjustment in net assets was recorded, as the adoption of the ASU did not significantly impact the
Organization's reported historical revenue. 
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Note 12 - Adoption of New Accounting Pronouncement (Continued)

Additionally, as of January 1, 2019, the Organization adopted FASB ASU No. 2018-08, Not-for-Profit
Entities (Topic 958): Clarifying the Scope and Accounting Guidance for Contributions Received and
Contributions Made, which provides enhanced guidance to assist entities in (1) evaluating whether
transactions should be accounted for as contributions (nonreciprocal transactions) or as exchange
(reciprocal transactions) and (2) determining whether a contribution is conditional. The Organization
adopted the new standard on a modified prospective basis, and it impacted the recognition of certain
contribution and grant agreements. Government grants now meet the criteria of a nonreciprocal
(contribution) transaction, typically with conditions to be met before revenue is recognized. The standard
did not require a restatement of prior year amounts.
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