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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Denver Public Schools Foundation

We have audited the accompanying financial statements of Denver Public Schools Foundation (a not-for-
profit charitable organization), which comprise the statement of financial position as of June 30, 2016, the
related statements of activities and changes in net assets, functional expenses, and cash flows for the year
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 audit. We
conducted our audit 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 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 Denver Public Schools Foundation as of June 30, 2016, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
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Board of Directors
Denver Public Schools Foundation

Report on Summarized Comparative Information

We have previously audited the Denver Public Schools Foundation 2015 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated
September 29, 2015. In our opinion, the summarized comparative information presented herein as of and
for the year ended June 30, 2015, is consistent, in all material respects, with the audited financial
statements from which it has been derived.

W%,Cmtw ¢ W, £.C.

September 20, 2016



DENVER PUBLIC SCHOOLS FOUNDATION

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2016

(With Comparative Totals for the Year Ended June 30, 2015)

ASSETS
2016 2015
Cash and cash equivalents (Note G) $ 8,818,488 $11,569,341
Certificate of deposit (Notes B & D) 500,000 500,000
Contributions receivable, net (Note E) 1,123,480 871,083
Beneficial interest in assets held in endowment (Notes C, D & H) 1,717,686 1,874,999
Equipment and software, net of accumulated depreciation
and amortization of $29,058 and $26,455, respectively 6,897 5,000
TOTAL ASSETS $ 12,166,551 $ 14,820,423
LIABILITIES AND NET ASSETS
LIABILITIES:
Accounts payable and accrued expenses $ 31,105 $ 36,398
Grants payable (Note F) 899,908 1,749,384
Refundable advances (Note G) 3,756,094 6,254,532
TOTAL LIABILITIES 4,687,107 8,040,314
Commitment (Note L) - -
NET ASSETS: (Note H)
Unrestricted, undesignated 2,016,402 1,864,355
Unrestricted, designated 347,000 114,000
2,363,402 1,978,355
Temporarily restricted 3,570,289 3,263,651
Permanently restricted 1,545,753 1,538,103
TOTAL NET ASSETS 7,479,444 6,780,109
TOTAL LIABILITIES AND NET ASSETS $ 12,166,551 $ 14,820,423

The accompanying notes are an integral part of these financial statements.




DENVER PUBLIC SCHOOLS FOUNDATION
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED JUNE 30, 2016
(With Comparative Totals for the Year Ended June 30, 2015)

2016 2015
TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL TOTAL
REVENUE, GAINS AND OTHER
SUPPORT:
Special events $ 1,095,482 $ - % - 3 1,095,482 $1,009,850
In-kind contributions (Note I) 8,111 - - 8,111 7,836
Less: direct costs of benefits to donors (147,219) - - (147,219) (144,950)
Net special events revenue 956,374 - - 956,374 872,736
Transfer from Denver Public Schools 80,000 - - 80,000 70,000
Contributions and grants 301,023 13,116,672 7,650 13,425,345 14,323,794
In-kind contributions (Note I) 40,038 - - 40,038 31,689
Investment income 15,315 7,236 - 22,551 25,867
Investment return on beneficial interest
in assets held in endowment, net - (64,388) - (64,388) 31,183
Net assets released from restrictions 12,752,882 (12,752,882) - - -
TOTAL REVENUE, GAINS AND
OTHER SUPPORT 14,145,632 306,638 7,650 14,459,920 15,355,269
EXPENSES:
Program services 12,567,251 - - 12,567,251 14,102,665
Management and general 584,222 - - 584,222 595,898
Fundraising 609,112 - - 609,112 666,547
TOTAL EXPENSES 13,760,585 - - 13,760,585 15,365,110
CHANGE IN NET ASSETS 385,047 306,638 7,650 699,335 (9,841)
NET ASSETS, beginning of year 1,978,355 3,263,651 1,538,103 6,780,109 6,789,950
NET ASSETS, end of year $ 2,363,402 $ 3,570,289 $ 1,545,753 $ 7,479,444 $6,780,109

The accompanying notes are an integral part of these financial statements.
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Grants funded

Salaries, benefits, payroll
taxes and fees

Marketing, donor stewardship
and fundraising

Special events

Office operations
Professional fees

Investment management fees

Office supplies

Depreciation

Total expenses
Less: expenses included with
revenues on the statement of
activities
Special events
Investment management fees

TOTAL EXPENSES on the
statement of activities

DENVER PUBLIC SCHOOLS FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2016

(With Comparative Totals for the Year Ended June 30, 2015)

2016 2015
PROGRAM MANAGEMENT
SERVICES AND GENERAL FUNDRAISING TOTAL TOTAL
$12,438,827 $ - % - $12,438,827  $14,001,488
87,991 502,813 480,595 1,071,399 1,062,106
39,200 14,358 45,884 99,442 177,434
- - 176,685 176,685 179,810
1,088 21,934 31,451 54,473 47,711
- 40,063 15,364 55,427 29,535
- 15,416 - 15,416 14,838
145 4,794 4,009 8,048 11,623
- 260 2,343 2,603 353
12,567,251 599,638 756,331 13,923,220 15,524,898
- - (147,219) (147,219) (144,950)
- (15,416) - (15,416) (14,838)
$12,567,251  $ 584,222  $ 609,112 $13,760,585  $15,365,110

The accompanying notes are an integral part of these financial statements.
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DENVER PUBLIC SCHOOLS FOUNDATION

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2016

(With Comparative Totals for the Year Ended June 30, 2015)

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile change in net assets to net cash
used in operating activities:
Depreciation
Receipt of contributions for endowment fund
Investment return on beneficial interest in assets held
in endowment, net
Increase in contributions receivable
Increase (decrease) in accounts payable and accrued expenses
Increase (decrease) in grants payable
Decrease in refundable advances

Total adjustments
NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of certificate of deposit
Proceeds from maturity of certificate of deposit
Purchase of equipment and software
Decrease in beneficial interest in assets held in endowment

NET CASH PROVIDED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Receipt of contributions for endowment fund

NET CASH PROVIDED BY FINANCING ACTIVITIES
DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

NON-CASH INVESTING ACTIVITIES:
Disposal of fully depreciated equipment

2016 2015
$ 699335 $  (9,841)
2,603 353
(7,650) (12,000)
64,388 (31,183)
(252,397) (159,415)
(5,293) 2,520
(849,476) 1,196,361
(2,498,438) (1,445,200)
(3,546,263) (448,564)
(2,846,928) (458,405)
(500,000) -
500,000 -
(4,500) (4,500)
92,925 77,202
88,425 72,702
7,650 12,000

7,650 12,000
(2,750,853) (373,703)
11,569,341 11,943,044
$ 8818488  $ 11,569,341
$ -3 2,827

The accompanying notes are an integral part of these financial statements.
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

Organization and Summary of Significant Accounting Policies:

Organization and Nature of Operations

Denver Public Schools Foundation (the “Foundation”) is a Colorado widely based not-for-profit
charitable organization established on February 28, 1992, whose purpose is to support the mission,
goals and objectives of the Denver Public Schools.

Method of Accounting

The financial statements have been prepared using the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America and, accordingly, reflect all
significant receivables, payables and other liabilities.

Basis of Presentation

Information regarding the financial position and activities of the Foundation is reported according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets and permanently
restricted net assets. Unrestricted net assets come primarily from donations, grants, contributions
and earnings on investments and are used for program or supporting services. Temporarily restricted
net assets are those net assets whose use has been limited by donors to later periods of time, after
specified dates or to specified purposes. Permanently restricted net assets must be maintained in
perpetuity.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Restricted and Unrestricted Revenue

The Foundation receives support and revenue from various sources through contributions and
earnings on investments. Contributions are recognized at the date of the donation as unrestricted,
temporarily restricted or permanently restricted support depending on the nature and/or existence of
any donor restrictions. Support restricted by the donor is reported as an increase in temporarily or
permanently restricted net assets, depending on the nature of the restriction. When the restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.



DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Organization and Summary of Significant Accounting Policies (Continued):

Contributions conditional upon achieving specific milestones or the occurrence of future events are
recognized as revenue in the period the conditions are met. If funds are received before the
conditions are met they are recorded as a refundable advance until such time as the conditions are
met and revenue is recognized.

Contributed Services and Gifts in Kind

Contributed goods and services are recorded as contributions and corresponding expenses at their
fair value at the date of donation. Volunteers from the community have donated a significant
number of hours in assisting the Foundation. In accordance with the Financial Accounting
Standards Board’s Accounting Standards Codification (FASB ASC) Revenue Recognition Topic, the
value of this contributed time is not reflected in the accompanying financial statements because it
did not meet the criteria for recognition.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Foundation considers all unrestricted highly liquid
investments with an initial maturity of three months or less, and that are not part of the investment
portfolio, to be cash equivalents.

Investments

The Foundation reports investments at fair value. Fair value is determined as more fully described
under the fair value measurements footnote (Note D). The Foundation’s management is responsible
for the fair value measurement of investments reported in the financial statements and believes the
reported values are reasonable. Unrealized gains and losses are included in the change in net assets
in the statements of activities.

Concentration of Credit Risk

Financial instruments that potentially subject the Foundation to concentration of credit risk include
cash and cash equivalents and contributions receivable. The Foundation places its cash and cash
equivalents with four financial institutions located in Denver, Colorado that management has
determined both to be creditworthy and high quality institutions. Funds are regularly maintained on
deposit with financial institutions in excess of amounts insured by the Federal Deposit Insurance
Corporation (FDIC), National Credit Union Administration (NCUA) or similar entities.

There is significant concentration of credit risk associated with contributions receivable as
approximately 62% of the Foundation’s contributions receivable balance at June 30, 2016 are from
two foundations. Credit risk with respect to contributions receivable is considered low because a
substantial portion of the contributions are from financially strong foundations.



DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Organization and Summary of Significant Accounting Policies (Continued):

Contributions Receivable

Unconditional contributions receivable are recognized as revenues in the period the pledge is
received. Conditional contributions receivable are recognized only when the conditions on which
they depend are substantially met and the contributions receivable become unconditional.

The Foundation uses the allowance method to determine uncollectible unconditional contributions
receivable. The allowance is based on prior years’ experiences and management’s analysis of
specific pledges made. Changes in the valuation allowance have not been material to the financial
statements. No allowance is considered necessary at June 30, 2016 and 2015.

Equipment and Software

Equipment and software are recorded at cost or, if donated, at the estimated fair value of the asset at
the date of donation. Equipment is depreciated using the straight-line method over their estimated
useful lives of three years. Software is amortized using the straight-line method over its estimated
useful life of three years. The Foundation capitalizes equipment and software with a cost of $1,000
or more. Expenditures for maintenance, repairs and renewals are charged to expense as incurred,
whereas major improvements are capitalized and subsequently depreciated.

Income Taxes

The Foundation is exempt from federal income taxation under Section 501(c)(3) of the Internal
Revenue Code. In addition, contributions to the Foundation qualify as a charitable contribution
deduction. However, income from activities not directly related to the Foundation’s tax-exempt
purpose is subject to taxation as unrelated business income. There was no unrelated business income
subject to tax for the years ended June 30, 2016 and 2015.

Management is required to evaluate tax positions taken by the Foundation and recognize a tax
liability (or asset) if the organization has taken an uncertain position that more likely than not would
not be sustained upon examination by taxing authorities. Management has analyzed the tax
positions taken or expected to be taken that would require recognition of a liability (or asset) or
disclosure in the financial statements and determined there are none. The Foundation is subject to
routine audits by taxing jurisdictions, however, there are currently no audits for any tax periods in
progress. The Foundation’s federal Return of Organization Exempt from Income Tax (Form 990)
for the previous three years are subject to examination by the IRS, generally for three years after
they were filed.



DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Organization and Summary of Significant Accounting Policies (Continued):

Expense Allocation

The costs of providing various programs and other activities have been summarized on a functional
basis in the statement of functional expenses. Program activities are those that are conducted in
accordance with the Foundation’s nature of operations and certain necessary costs. Management and
general activities are those that are not identifiable with a single program or fundraising activity but
are indispensable to the conduct of those activities and to an organization’s existence. Fundraising
activities involve inducing potential donors to contribute money, securities, services, materials,
facilities, other assets or time. Accordingly, certain costs have been allocated among the programs
and supporting programs and supporting services benefitted. Expenses by function have been
allocated based upon management’s estimates of time each employee spends working in each
category or the percentage of office space devoted to each category.

Subsequent Events

Management is required to evaluate, through the date the financial statements are issued or available
to be issued, events or transactions that may require recognition or disclosure in the financial
statements and to disclose the date through which subsequent events were evaluated. The
Foundation’s financial statements were available to be issued on September 20, 2016 and this is the
date through which subsequent events were evaluated.

Prior Period Information

The accompanying financial statements include certain prior-year summarized comparative
information in total but not by net asset group. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in the United
States of America. Accordingly, such information should be read in conjunction with the financial
statements for the year ended June 30, 2015, from which the summarized information was derived.

Certificate of Deposit:

The Foundation holds one certificate of deposit totaling $500,000 at June 30, 2016. The certificate
bears an interest rate of 0.65% and matures in November 2017. At June 30, 2015, the Foundation
held one certificate of deposit totaling $500,000.
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

C. Beneficial Interest in Assets Held in Endowment:

The Foundation established permanent endowment funds (“Funds”) with Rose Community
Foundation (“Endowment Fund™) on April 20, 2006 and The Denver Foundation (“Jerry’s Fund”) on
May 1, 2006 and named itself as the beneficiary. The Foundation granted variance power to the
Funds which allows the Funds to modify any condition or restriction on its distributions for any
specified charitable purpose or to any specified organization if, in the sole judgment of the Funds’
Board of Directors, such restriction or condition becomes unnecessary, incapable of fulfillment or
inconsistent with the charitable needs of the Denver Public Schools. In accordance with Transfers of
Assets to a Not-for-Profit Organization or Charitable Trust That Raises or Holds Contributions for
Others accounting standard, the transfer was not considered to be a contribution from the Foundation
to the Funds but rather was accounted for as a reciprocal transfer from the Foundation to the Funds.
Therefore, the transfers are reflected collectively in the statement of financial position as “beneficial
interest in assets held in endowment.” During the years ended June 30, 2016 and 2015, the
Foundation transferred $1,000 and $12,000 to The Denver Foundation, respectively. No funds were
transferred to Rose Community Foundation during the years ended June 30, 2016 and 2015.

Distributions are based on the terms of each fund and are discussed in Note H. Earnings in excess of
distributions, if any, are reinvested in the Funds. The balance in each of the accounts at The Denver
Foundation and Rose Community Foundation can be returned to the Foundation with a vote of both
the Foundation’s board and the Funds’ board.

Distributions of earnings from the Endowment Fund are unrestricted to the Foundation and can be
used for general operating support or any needs of the Foundation. Distributions of earnings from
Jerry’s Fund are restricted by donors for the A to Z Fund. There were distributions of earnings of
$62,311 from the Endowment Fund and $31,614 from Jerry’s Fund during the year ended June 30,
2016 and $60,524 from the Endowment Fund and $28,678 from Jerry’s Fund during the year ended
June 30, 2015.

At June 30, 2016 and 2015, the fair values of the Funds were $1,133,530 and $1,234,779
(Endowment Fund), respectively, and $584,156 and $640,220 (Jerry’s Fund), respectively.

D. Fair Value Measurements:

The Foundation reports its required types of financial instruments in accordance with fair value
standards. Fair value is 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. These standards
require an entity to maximize the use of observable inputs (such as quoted prices in active markets)
and minimize the use of unobservable inputs (such as appraisals or other valuation techniques) to
determine fair value. Fair value measurement standards also require the Foundation to classify these
financial instruments into a three-level hierarchy, based on the priority of inputs to the valuation
technique or in accordance with net asset value practical expedient rules, which allow for either
Level 2 or Level 3 reporting depending on lock-up and notice periods associated with the underlying
funds.
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

D. Fair Value Measurements (Continued):

Instruments measured and reported at fair value are classified and disclosed in one of the following
categories:

Level 1 — Quoted prices are available in active markets for identical investments as of the
reporting date. Instruments which are generally included in this category include listed equity
and debt securities publicly traded on an exchange, listed derivatives, cash and cash
equivalents.

Level 2 — Pricing inputs are other than quoted prices in active markets, which are either directly
or indirectly observable as of the reporting date, and fair value is determined through the use of
models or other valuation methodologies. Instruments which are generally included in this
category include corporate and government bonds, less liquid and restricted equity securities
and certain over-the-counter derivatives. Level 2 also includes practical expedient instruments
with notice periods for redemption of 90 days or less.

Level 3 — Pricing inputs are unobservable for the instrument and include situations where there
is little, if any, market activity for the instrument. The inputs into the determination of fair
value require significant management judgment or estimation. Instruments which are generally
included in this category include limited partnership interests in corporate private equity and
real estate funds, funds of hedge funds and distressed debt. Level 3 also includes practical
expedient instruments with notice periods for redemption of more than 90 days.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such instances, an instrument’s level within the fair value hierarchy is based on the
lowest level of input that is significant to the fair value measurement. These classifications (Levels
1, 2 and 3) are intended to reflect the observability of the inputs used in the valuation of investments
and are not necessarily an indication of risk or liquidity.

Market price is affected by a number of factors, including the type of instrument and the
characteristics specific to the instrument, as well as the effects of market, interest and credit risk.
Instruments with readily available active quoted prices or for which fair value can be measured from
actively quoted prices generally will have a higher degree of market price observability and a lesser
degree of judgment used in measuring fair value. It is reasonably possible that change in values of
these instruments will occur in the near term and such changes could materially affect amounts
reported in the Foundation’s financial statements.
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

D. Fair Value Measurements (Continued):

The following tables summarize the Foundation’s investments by the defined fair value hierarchy
levels at June 30:

2016
Fair Value Level 1 Level 2 Level 3
Certificate of deposit $ 500000 $ - $ 500000 % -
Beneficial interest in assets held
in endowment by:
The Denver Foundation $ 584156 $ - 3 - $ 584,156
Rose Community Foundation 1,133,530 - 1,133,530 -

$1717686 $ - $1133530 $ 584,156

2015
Fair Value Level 1 Level 2 Level 3
Certificate of deposit $ 500000 $ - $ 500,000 % -
Beneficial interest in assets held
in endowment by:
The Denver Foundation $ 640,220 $ - 3 - $ 640,220
Rose Community Foundation 1,234,779 - 1,234,779 -

$1874999 $ - $1234779 $ 640,220

All assets have been valued using a market approach, except for Level 3 assets. Fair values for the
Level 3 investments are determined by using one or more of the following methods: quoted market
prices, appraisals and other relevant information generated by market transactions, net asset value
per share as determined by investment managers under the so called “practical expedient” and by
calculating the present value of future distributions expected to be received.

Assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3
inputs) are as follows:

Balance, July 1, 2014 $ 646,419
Investment return, net 10,479
Additions 12,000
Distributions (28,678)
Balance, June 30, 2015 640,220
Investment return, net (25,450)
Additions 1,000
Distributions (31,614)
Balance, June 30, 2016 $ 584,156
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Fair Value Measurements (Continued):

The standard also requires disclosure for Level 3 investments of the change in unrealized gain (loss)
included in the change in net assets related to investments still held at the reporting date. At June 30,
2016, unrealized loss totaled $28,533.

The Foundation’s Level 2 investments include a pro-rata share of an investment pool held by Rose
Community Foundation whose underlying investments include publicly traded equities and cash
equivalents. The Foundation has the ability to redeem its investment at net asset value per share at
the Foundation’s reporting date. The Foundation may request redemption of their investment at any
time.

The Foundation’s Level 3 investments include a pro-rata share of The Denver Foundation’s
investment pool whose underlying investments include publicly traded securities as well as
numerous alternative investments. The Foundation may request a redemption at any time, however,
The Denver Foundation will hold back a certain amount if the Foundation requests a full redemption
of its investment.

Contributions Receivable:

Unconditional contributions receivable at June 30 consist of the following:

2016 2015
Contributions receivable within one year $ 897,463 $ 400,000
Contributions receivable from one to five years 226,017 471,083
Total contributions receivable $ 1,123,480 $ 871,083

No allowance for uncollectible contributions receivable is considered necessary at June 30, 2016 and
2015 due to the nature and credit worthiness of the contributors. Amounts due in the future have not
been discounted to present value because the effect on the financial statements is not significant.

At June 30, 2016, the Foundation has seven conditional promises to give subject to donor-imposed
conditions. These conditional promises to give are similar to cost reimbursement grants in which
qualifying expenses must be incurred or other donor conditions met before the promises become
unconditional. The promises are recognized and recorded as contribution revenue to the extent
qualifying expenses are incurred and any other donor conditions are met. At June 30, 2016 and
2015, conditional promises to give totaled $4,164,499 and $6,061,699, respectively.
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

Grants Payable:

JUNE 30, 2016

Program grants awarded by the Foundation are recorded as an expense and a liability when they are

approved in accordance with the Foundation’s approval process.

Grants payable at June 30 consist of the following:

Grants payable within one year

Grants payable from one to five years

Total grants payable

10,000

$ 899,908

2015
$ 1,729,384
20,000
$ 1,749,384

Amounts due in the future have not been discounted to present value because the effect on the

financial statements is not significant.

Refundable Advances:

At June 30, 2016, the Foundation has received funds related to conditional promises to give in
advance of the conditions being met. These amounts are included in cash and cash equivalents and
are also recorded as a refundable advance, a liability account, and totaled $3,756,094 and $6,254,532
at June 30, 2016 and 2015, respectively. When the conditions are met, that is when the qualifying
expenses are incurred and other conditions are met, the refundable advance is then recognized as

contribution revenue.
Activity was as follows:

Refundable advances, July 1, 2014
Grant receipts

Investment income

Grant expenditures

Refundable advances, June 30, 2015
Grant receipts

Investment income

Grant expenditures

Refundable advances, June 30, 2016
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$ 7,699,732
8,458,640

9,365
(9,913,205)
6,254,532
7,014,844

7,105
(9,520,387)

$ 3,756,094



DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Net Assets:

Unrestricted, Designated Net Assets

On June 24, 2014, the Foundation’s board of directors voted to designate $39,000 for the A to Z
Fund and on September 2, 2015 they voted to designate $308,000 in support of providing additional
funds to Foundation priorities, of which all remains unspent at June 30, 2016.

Temporarily Restricted Net Assets

Temporarily restricted net assets consist of the following at June 30:

2016 2015
Contributions receivable, net $ 1,061,313 $ 865,083
Unexpended cash restricted for program purposes 2,330,393 2,061,672
Unexpended earnings on endowment fund 178,583 336,896
Total temporarily restricted net assets $ 3,570,289 $ 3,263,651

For the years ended June 30, 2016 and 2015, net assets of $12,752,882 and $14,254,004,
respectively, were released from restrictions due to the purpose restrictions being met or the passage
of time.

Permanently Restricted Net Assets

The State of Colorado adopted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA). Accordingly, the Foundation follows Endowments of Not-for-Profit Organizations: Net
Asset Classification of Funds Subject to an Enacted Version of the Uniform Prudent Management of
Institutional Funds Act, and Enhanced Disclosures for All Endowment Funds.

The Foundation has interpreted UPMIFA as requiring the preservation of fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to
the contrary. The Foundation’s permanently restricted net assets consist of three donor restricted
endowment funds: “Jerry’s Fund,” “Endowment Fund” and “Every Child Succeeds Fund.”

“Jerry’s Fund” was established during the year ended June 30, 2005 in honor of former
Superintendent Dr. Jerry Wartgow. The principal amount cannot be spent by the Foundation for any
purpose. Earnings on Jerry’s Fund are restricted to support the A to Z Fund — providing grants to
DPS schools for programs and activities that go beyond schools’ limited budgets.

The “Endowment Fund” was established in 1999 through an agreement with Denver Public Schools
under which the Foundation received $1,000,000. The principal cannot be spent by the Foundation
for any purpose. Earnings on the Endowment Fund are available for use in accordance with the
purpose of the Foundation.
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Net Assets (Continued):

The “Every Child Succeeds Fund” was established during the year ended June 30, 2016. The
principal cannot be spent by the Foundation for any purpose. Earnings on the Every Child Succeeds
Fund are restricted to support education programs in Denver Public Schools. An agreement has been
signed with Rose Community Foundation to establish the fund as a beneficial interest in assets held
in endowment. At June 30, 2016 no funds have been transferred to Rose Community Foundation.

In accordance with UPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the funds

The purposes of the Foundation and the donor-restricted endowment funds

General economic conditions including the possible effect of inflation and deflation
The expected total return from income

The appreciation of investments

The Foundation’s investment policies

Other Foundation resources

Endowment net assets consist of the following at June 30:

2016
Temporarily ~ Permanently
Unrestricted Restricted Restricted Total
Jerry’s Fund $ - $ 45053 $ 539,103 $ 584,156
Endowment Fund - 133,530 1,000,000 1,133,530
Every Child Succeeds Fund - - 6,650 6,650

$ = - $ 178583 $1545753 $ 1,724,336

2015
Temporarily ~ Permanently
Unrestricted Restricted Restricted Total
Jerry’s Fund $ - $ 102,117 $ 538,103 $ 640,220
Endowment Fund - 234,779 1,000,000 1,234,779

$ = - $ 336896 $1538103 $ 1,874,999
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DENVER PUBLIC SCHOOLS FOUNDATION

NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

H. Net Assets (Continued):

Changes in endowment net assets are as follows:

Temporarily ~ Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,

July 1, 2014 $ - $ 394915 $1526,103 $ 1,921,018
Investment return, net - 31,183 - 31,183
Additions - - 12,000 12,000
Appropriated for expenditure - (89,202) - (89,202)
Endowment net assets,

June 30, 2015 - 336,896 1,538,103 1,874,999
Investment return, net - (64,388) - (64,388)
Additions - - 7,650 7,650
Appropriated for expenditure - (93,925) - (93,925)
Endowment net assets,

June 30, 2016 $ - $ 178583 $ 1545753 $ 1,724,336

Return Objectives and Strategies for Achieving Objectives

The Funds are held and invested by Rose Community Foundation and The Denver Foundation for
the benefit of the Foundation. Both Rose Community Foundation and The Denver Foundation set
the investment policies for the Funds, investing the endowment assets in a manner intended to
produce a long-term rate of return that exceeds the return from the S&P 500. Both organizations
have active investment committees that consistently review allocations and returns.

Distribution Policy and How the Investment Objectives Relate to the Distribution Policy

Pursuant to the terms created for the Endowment Fund, the Foundation may receive distributions of
up to five percent of the market value less administrative fees and expenses not more often than
quarterly, providing the distribution does not invade the original principal. Pursuant to the terms
created for Jerry’s Fund, the Foundation may receive an annual distribution of up to six percent of
the market value less administrative fees and expenses, providing the distribution does not invade
the original principal.
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NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

Contributed Services and Materials:

The Foundation received contributed services and materials, which are recorded at their estimated
fair value at the date of donation. Contributed services and materials received during the year ended
June 30 are as follows:

2016 2015
Donated advertising & marketing materials $ 3,638 $ 6,383
Donated operational materials 838 -
Donated fundraising materials 4573 7,992
Donated goods & services for school programs 39,200 25,150

$ 48149 § 39525

2016 2015
The corresponding expenses are included in:
Direct costs of benefits to donors $ 2,700 $ -
Marketing, donor stewardship and fundraising
expense 45,449 39,525

$ 48,149 $ 39,525

Significant Support:

The Foundation recognized contributions from two foundations during the year ended June 30, 2016
that comprised approximately 51% of the contributions and special events income of $14,520,827 on
the statement of activities and changes in net assets. During the year ended June 30, 2015, the
Foundation recognized contributions from two foundations that comprised approximately 49% of the
contributions and special events income of $15,333,644 on the statement of activities and changes in
net assets. A decrease in support from any one of these donors could have a significant impact on
the Foundation’s support of DPS.

Related Parties:

During the years ended June 30, 2016 and 2015, the Foundation received a transfer from Denver
Public Schools (DPS) totaling $80,000 and $70,000, respectively. Included in contributions
receivable at June 30, 2016 is a receivable from Denver Public Schools of $6,667. These funds have
been restricted for use to support operating costs related to the School Partners Program—a program
that cultivates, nurtures and sustains partnerships between DPS schools and the Denver community.
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NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2016

K. Related Parties (Continued):

Grants funded during the years ended June 30, 2016 and 2015, include distributions to Denver Public
Schools totaling $12,424,588 and $13,981,347, respectively, as well as payments made on behalf of
Denver Public Schools of $14,239 and $20,141, respectively. Included in distributions at June 30,
2016 and 2015 were grants payable to Denver Public Schools of $899,908 and $1,749,384,
respectively.

Effective June 2014 the Foundation leases office space for its operations from Denver Public
Schools under a cancelable agreement at a rate of $10 per month. The monthly office space payment
includes office space, utilities, phones and furniture. In addition, the Foundation leases month-to-
month parking for its employees from Denver Public Schools. For the years ended June 30, 2016
and 2015, office space rent totaled $120 per year and parking rent totaled $16,695 and $11,150,
respectively.

At June 30, 2016, the Foundation maintained accounts totaling $6,228,022 with FirstBank. A
member of the board of directors was the President of FirstBank at June 30, 2016. The Foundation
did not pay any fees to FirstBank during the years ended June 30, 2016 and 2015.

At June 30, 2016, the Foundation maintained accounts totaling $1,253,624 with US Bank. A
member of the board of directors was a Senior Vice President at US Bank at June 30, 2016. The
Foundation did not pay any fees to US Bank during the years ended June 30, 2016 and 2015.

At June 30, 2016, the Foundation maintained accounts totaling $1,336,842 with Westerra Credit
Union. The Vice President of Finance & Operations of the Foundation serves as the non-
compensated Chair of the Supervisory/Audit Committee for Westerra Credit Union. The Foundation
did not pay any fees to Westerra Credit Union during the years ended June 30, 2016 and 2015.

L. Retirement Plan:

Effective January 1, 2005, the Foundation established a profit sharing 401(k) plan for eligible
employees of the Foundation. Employees of the Foundation who complete service requirements are
eligible to participate in the DPS Foundation 401(k) Plan (the “Plan”). The Plan is a “safe harbor”
defined contribution plan in which eligible employees may elect to defer a portion of their salary,
subject to certain Internal Revenue Service limitations. Contributions to the Plan by the Foundation
were 100% of an eligible employee’s elective deferral up to a maximum of 3% of the participant’s
compensation and 50% of an eligible employee’s elective deferral that exceed 3% of the
participant’s compensation but that do not exceed 5% of the participant’s compensation. In addition,
the Foundation can make a discretionary profit sharing contribution for eligible employees.
Contributions to the Plan charged to expense were $20,886 and $25,706 for the years ended June 30,
2016 and 2015, respectively.
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