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Special Situations - Debt: This strategy, within the Foundation’s real assets
investments, employs an opportunistic search for undervalued investments in inefficient
public and private debt markets, where event-driven debt securities can be purchased
inexpensively relative to current and expected value based on substantial fundamental
analysis and within a significant risk-controlled environment.

Real Estate: This strategy, within the Foundation’s real assets investments, consists of
investments in several fund-of-fund commercial, industrial and residential limited
partnerships where diversity of property type, region, manager and strategy is a
fundamental premise. These investments may also include the purchase, restructure or
origination of loans secured by real property or secured by interests in such property.

Private Equity: This strategy consists of making equity capital available through a
fund-of-funds structure whereby the underlying investments in the specific companies
are not quoted on a public exchange. Private equity consists of qualified investors and
institutional funds that make investments directly into private companies or conduct
buyouts of public companies. Private equity investments are made with a long-term
perspective, or generally about ten years in duration.

The Community Foundation believes that the carrying amount of its investments is a
reasonable fair value as of December 31, 2010 and 2009.

. Investment in Real Estate

In June 1990, the Foundation and Corporation relocated their offices to The New
Haven Foundation Building (the Building), a five-story, 26,976 square-foot office
complex (excluding common and limited common space) on 0.16 acres of land, which
was purchased for one dollar per square foot ($6,986) by the developer from the City of
New Haven. The Building is classified and recognized by the Internal Revenue Service
as a nonprofit condominium.

Floors four and five are owned and occupied by the Foundation, floor three is owned by
the Corporation and occupied by the Foundation, and floors one and two are owned by
unrelated nonprofit organizations. Since the Building is accounted for as an investment,
no depreciation has been recognized. Pursuant to the policy adopted by the Board of
Directors for this investment, the Building would be periodically and independently
assessed to determine its current fair value. Due to the unique nature and restrictions of
the Building, the Board of Directors requires periodic valuation through an independent
market appraisal not less frequently than every five years. The Building was
independently appraised in 2010, and in accordance with the Board of Directors’
original resolution, the carrying value of the Building approximates the fair value as of
December 31, 2010.

. Furniture, Equipment and Fixtures

Furniture, equipment and fixtures purchased in excess of $100 are capitalized and are
stated at historical cost. Depreciation is provided on a straight-line basis over the
following useful lives:

Furniture, equipment and fixtures 5-20 years
Computer equipment 3-5 years
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Furniture, equipment and fixtures at December 31, 2010 and 2009, are as follows:

2010 2009
Furniture, equipment and fixtures $ 1,171,243  § 1,113,085
Accumulated depreciation (850,565) (795,688)
Furniture, Equipment and Fixtures, Net b 320,678 $ 317,397

Contributions

Unconditional contributions are recognized when pledged or received, as applicable,
and are available for unrestricted use unless specifically restricted by the donor.
Contributions receivable that are expected to be collected in more than one year are
discounted to their present value. The Community Foundation reports
nongovernmental contributions and grants of cash and other assets as temporarily
restricted support if they are received with donor stipulations that limit their use. When
a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the combined statements of activities as net
assets released from restrictions. Conditional promises to give are recognized when the
conditions upon which they depend are substantially met.

Certain governmental grants and contracts are generally considered to be exchange
transactions rather than contributions. Revenue from cost-reimbursement grants and
contracts is recognized to the extent of costs incurred.

Split-Interest Agreements

Split-interest agreements consist of charitable assets irrevocably transferred for the
benefit of The Community Foundation and other beneficiaries. Revocable split-interest
agreements are not recorded as contributions unless enforceable by law. Irrevocable
split-interest agreements are recorded as contributions at fair value when the assets are
received or when The Community Foundation is notified of the existence of the
agreement. The accounting treatment varies depending upon the type of agreement
created and whether The Community Foundation or a third party is the trustee.

The Community Foundation is a party to the following types of split-interest
agreements:

Charitable Remainder Trusts and Pooled Income Funds - The Community
Foundation is the beneficiary of various charitable remainder trusts and pooled
income funds managed by unrelated entities. A charitable remainder trust provides
for the payment of distributions to the grantor or other designated beneficiary(ies)
over the trust’s term. At the end of the trust’s term, the remaining assets are
available for The Community Foundation’s use. The trust is carried at the fair value
of the underlying investments. The portion of the trust attributable to the present
value of the future benefits to be received by The Community Foundation is
recognized in the combined statements of activities as a temporarily restricted
contribution in the period the trust is established. On an annual basis, The
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Community Foundation revalues the liability to make distributions to the designated
beneficiaries based on actuarial assumptions. The liability is calculated using a
discount rate of 4.5% and applicable mortality tables.

Charitable Gift Annuity - The Community Foundation is the beneficiary of a
charitable gift annuity whereby assets were transferred to The Community
Foundation in exchange for The Community Foundation agreeing to pay a stated
dollar amount annually to the designated beneficiary. Upon the death of the
beneficiary, the remaining assets are available for The Community Foundation’s
use. The portion of the assets transferred that is attributable to the present value of
the future benefits to be received by The Community Foundation is recognized in
the combined statements of activities as a temporarily restricted contribution in the
period it is established. On an annual basis, The Community Foundation revalues
the liability to make distributions to the designated beneficiaries based on actuarial
assumptions. The liability is calculated using a discount rate of 4.5% and
applicable mortality tables.

k. Grants and Contracts Payable

Grants are recorded when approved by the Board of Directors and when the recipient
has satisfied all material conditions of the terms of the grant agreement. Certain of
these approved grant commitments are to provide staffing and related expenses of
programs, including projects and programs for which The Community Foundation acts
as financial intermediary or fiduciary.

As of December 31, 2010, The Community Foundation is unaware of any material
conditions on grants that are unlikely to be satisfied during the approved grant period.
In the normal course of business, refunds and cancellations occur as a result of the
recipient’s needs being less than the appropriated amount and are deducted from the
grant appropriations reported in the period canceled or refunded. Grant activity for the
years ended December 31, 2010 and 2009, is summarized below:

2010 2009
Grants payable, beginning of year $ 3,039,568 § 4,361,835
Grants approved 20,293,741 16,098,095
Grant payments distributed (19,552,451) (17,258,586)
Cancellations and adjustments (98,764) (161,776)
Grants Payable, End of Year $ 3,682,094 §% 3,039,568

l. Investment Management Fees

Investment management fees are those direct expenses associated with the management
of The Community Foundation’s assets, which include all trustee, custodial and
investment management fees. These are allocated against realized and unrealized gains
on investments on the combined statements of activities, and the value is disclosed
thereon.
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m. Notes Receivable

n.

Loans made by The Community Foundation to nonprofit organizations, which are not
treated as grants, are recorded at their principal amount as a note receivable at the time
of issuance. Payments of principal are a reduction of the note receivable, and interest
payments are recorded as investment income. At certain times, the Board of Director’s
has converted note receivables to grants to meet The Community Foundation’s
charitable purposes.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management
to make estimates that affect the reported amounts and disclosures in the financial
statements. Actual results could differ from those estimates. Significant estimates
include those used in determining the valuation of investments and the liability under
split-interest agreements.

Subsequent Events

In preparing these combined financial statements, management has evaluated
subsequent events through February 23, 2011, which represents the date the financial
statements were available to be issued.

Reclassification

Certain amounts in the 2009 combined financial statements have been reclassified to
conform with the current year’s presentation.

Note 3 - Net Asset Management:

a.

Net Asset Classifications and Values
As discussed in Note 2b, The Community Foundation internally accounts for all net
assets in accordance with the donor’s original intent as provided for in the gift

instrument in the following unrestricted net asset classifications:

Designated: Represent funds for which the spending is distributed to one or more
charitable beneficiaries in accordance with the donor’s designation.

Donor-Advised: Represent funds for which the donor has reserved the right to make
nonbinding distribution recommendations to The Community Foundation.

Preference: Represent funds for which the spending is distributed to a specific field of
interest or geographic location in accordance with the donor’s desire.

Unrestricted: Represent funds which are discretionary.
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Net assets as of December 31, 2010 and 2009, consisted of the following:

2010 2009

Unrestricted net assets:
Designated $ 60,366,676 % 52,598,762
Donor advised 30,909,251 29,141,637
Preference 76,175,319 71,844,048
Unrestricted 78,714,908 73,380,278
246,166,154 226,964,725
Temporarily restricted net assets 2,163,199 2,010,091
Total Net Assets $ 248,329353 § 228,974,816

b. Endowment Spending

The Community Foundation employs a spending rule policy to maximize the
flexibility, efficiency and impact of the endowment management process. This fund
utilization policy does not distinguish between investment yield and appreciation, but
rather on the total return of the assets.

Since 1997, the Foundation and Corporation have employed a spending rule policy that
calculates endowment spending based on a twenty quarters trailing average market
value at a specific spending rate, with a minimum (a “Floor”) of 4.25% and a maximum
(a “Cap”) of 5.75%, which will be applied to the September 30" quarter-ending market
valuation. The total value of endowment spending during any fiscal year shall be equal
to the greater of the amounts calculated by applying the spending rate to the previous
twenty quarters’ average market value, or to that amount calculated by using the Floor.
However, under no circumstances shall the amount of endowment spending during any
fiscal year be greater than the amount determined by using the Cap.

Based upon the spending rule policy, $14,009,295 and $13,544,158 were provided for
during the years ended December 31, 2010 and 2009, respectively.

Note 4 - Retirement Plan:

Eligible employees are covered under a fully funded, noncontributory 403(b) retirement
plan that requires that The Community Foundation make contributions thereto based on
employees’ earnings. During 2009, the payments to the plan for all employees were
suspended for the final six months of the fiscal year due to the prevailing economic
conditions. Total retirement plan contributions were $178,980 and $95,585 for the years
ended December 31, 2010 and 2009, respectively.
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