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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of
Oklahoma Foundation of Excellence, Inc.
Oklahoma City, Oklahoma

Opinion

We have audited the accompanying financial statements of Oklahoma Foundation of Excellence,
Inc. (a nonprofit organization), which comprise the statement of financial position as of June 30,
2022 and 2021, and the related statements of activities, functional expenses and cash flows for the
year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Oklahoma Foundation for Excellence, Inc. as of June 30, 2022 and 2021,
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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to
be independent of Oklahoma Foundation for Excellence, Inc. and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Oklahoma
Foundation for Excellence, Inc.'s ability to continuc as a going concern within one year after the date
that the financial statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control. Misstatements, including omissions, are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made
by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
» Exercise professional judgment and maintain professional skepticism throughout the audit.

+ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

» Obtain an understanding of internal control relevant to the audit 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 Oklahoma Foundation for Excellence, Inc.'s internal
control. Accordingly, no such opinion is expressed.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

« Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Oklahoma Foundation for Excellence Inc.'s
ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

e g Y

Certified Public Accountants
Oklahoma City, Oklahoma
March 2, 2023



OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.

STATEMENT OF FINANCIAL POSITION

Cash and cash equivalents
Pledges receivable (Note 4)
Prepaid expenses
Investments (Note 5)

Property and equipment (net of accumulated depreciation

of $37,781 and $31,588) (Note 10)

Beneficial interest in assets held by others (Note 7)
Beneficial interest in charitable remainder trust (Note 8)

Total assets

LIABILITIES AND NET ASSETS
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ASSETS

Liabilities:
Accounts payable
Note payable (Note 1)
Total liabilities
Net assets:
Without donor restrictions:
General use
Board designated - Awards (Note 13)
Total without donor restrictions
With donor restrictions (Note 14)

Total net assets

Total liabilities and net assets

See notes to financial statements.

June 30,

2022 2021
$ 415,743 $ 506,855
10,235 500
9,690 7,117
7,658,373 8,950,918
5,934 11,624
108,674 134,235
78,296 99,863
$ 8,286,945 $ 9,711,112
$ 1,990 $ 4,369
67,494
1,990 71,863
458,355 469,517
6,908,654 8,078,815
7,367,009 8,548,332
917,946 1,090,917
8,284,955 9,639,249
$ 8,286,945 $ 9,711,112




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2022

Operating revenues and support:
Grants and contributions
Investment income appropriated for use
Contributed services and facilities
Program service events
Proceeds from SBA PPP loan
Other revenue
Net assets released from restriction

Total operating revenues and support
Operating expenses:

Program expenses:

Awards program

Oklahoma School Foundations Network

Alumni mentors

Colonial Williamsburg

Teacher professional development
Total program expenses
Administrative expenses:

Management and general

Fundraising
Total administrative expenses

Total operating expenses

Change in net assets from operations

Nonoperating revenues:

Investment income (net of investment fees of $31,683)

Appropriated for current use
Unrealized gain (loss) on investments
Income from beneficial interest

Unrealized gain (loss) on beneficial interest

Nonoperating changes in net assets
Total change in net assets
Net assets, beginning of year

Net assets, end of year

See notes to financial statements.
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Without
Donor With Donor
Restrictions Restrictions Total
$ 225,035 $ 250,076 $ 475111
301,004 301,004
11,749 17,824 29,573
38,931 38,931
67,494 67,494
1,077 1,077
303,664 (303,664)
948,954 (35,764) 913,190
543,069 543,069
63,343 63,343
32,598 32,598
27,211 27,211
49,835 49,835
716,056 716,056
124,949 124,949
102,476 102,476
227,425 227,425
943,481 943,481
5,473 (35,764) (30,291)
354,420 35,560 389,980
(301,004) (301,004)
(1,256,207) (125,640) (1,381,847)
15,995 15,995
(47,127) (47,127)
(1,186,796) (137,207) (1,324,003)
(1,181,323) (172,971) (1,354,294)
8,548,332 1,090,917 9,639,249
$ 7,367,009 $ 917946 $ 8,284,955




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2021

Operating revenues and support:
Grants and contributions
Investment income appropriated for use
Contributed services and facilities
Program service events
Proceeds from SBA PPP loan
Other revenue
Net assets released from restriction

Total operating revenues and support
Operating expenses:

Program expenses:

Awards program

Oklahoma School Foundations Network

Alumni mentors

Colonial Williamsburg

Teacher professional development
Total program expenses
Administrative expenses:

Management and general

Fundraising
Total administrative expenses

Total operating expenses

Change in net assets from operations

Nonoperating revenues:

Investment income (net of investment fees of $26,776)

Appropriated for current use
Unrealized gain (loss) on investments
Income from beneficial interest

Unrealized gain (loss) on beneficial interest

Nonoperating changes in net assets
Total change in net assets
Net assets, beginning of year

Net assets, end of year

See notes to financial statements.
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Without
Donor With Donor
Restrictions Restrictions Total
$ 274942 $ 273,548 $ 548,490
328,343 328,343
10,979 10,890 21,869
39,110 39,110
64,600 64,600
300 300
342,437 (342,437)
1,060,711 (57,999) 1,002,712
409,542 409,542
66,215 66,215
24,509 24,509
26,996 26,996
182,637 182,637
709,899 709,899
112,823 112,823
44,980 44,980
157,803 157,803
867,702 867,702
193,009 (57,999) 135,010
405,514 40,527 446,041
(328,343) (328,343)
1,317,907 130,810 1,448,717
15,446 15,446
35,524 35,524
1,410,524 206,861 1,617,385
1,603,533 148,862 1,752,395
6,944,799 942,055 7,886,854
$ 8,548,332 $ 1,090,917 $ 9,639,249
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OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.
STATEMENT OF CASH FLOWS

Cash flows from operating activities:
Cash received from donors
Cash received from beneficial interest
Cash received from earnings on investment income
Cash received from program events
Cash received from other revenue
Cash paid to vendors

Net cash provided (used) by operating activities
Cash flows from investing activities:
Cash appropriated for operations
Purchase of property and equipment
(Increase) decrease in investments

Net cash provided (used) by investing activities

Cash flows from financing activities:
Proceeds from PPP loan

Net cash provided (used) by financing activities

Net increase (decrease) in cash
Cash at beginning of year

Cash at end of year

Supplemental schedule of noncash operating activities:
Fair market value of donated goods and services received

Supplemental schedule of noncash financing activities:
Fair market value of Forgiven Payroll Protection Program Loan

See notes to financial statements,
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June 30,

2022 2021
$ 465,376 $ 547,990
15,995 15,446
389,980 446,041
38,931 39,110
1,077 300
(912,666) (835,630)
(1,307) 213,257
(301,004) (328,343)

(503)

211,702 210,688
(89,805) (117,655)
67,494
67,494
(91,112) 163,096
506,855 343,759
$ 415,743 $ 506,855
$ 29,573 $ 21,869
$ 67,494 $ 64,600
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OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2022 and 2021

1. Nature of Activities and Summary of Accounting Policies

Organization - The Oklahoma Foundation for Excellence, Inc. (the Foundation) was
incorporated under the laws of the State of Oklahoma as a nonprofit organization in 1985.
The Foundation’s mission is to recognize and encourage academic excellence in Oklahoma’s
public schools. The Foundation focuses on the following five key programs to carry out its
mission.

Description of Programs

Academic Awards Program - The Foundation recognizes and honors academic excellence
in Oklahoma’s public schools through our prestigious Oklahoma Academic Awards
Program. One hundred graduating seniors are recognized as Academic All-Staters for their
academic achievement and five exceptional educators receive Medal for Excellence awards
for their impact and innovation in the classroom. Honorees are celebrated at the
foundation’s annual banquet where they receive a cash award and a medal.

Oklahoma School Foundations Network - Provides free on-call support, training, resources
and networking opportunities for Oklahoma Public School Foundation leaders and
volunteers.

Early-American History Education - Through a partnership with Colonial Williamsburg
Teacher Institute, the foundation provides teachers with exceptional professional
development opportunities, teaching resources and engaging learning activities. In
addition, the foundation offers opportunities for Oklahoma 5™ graders to experience
Colonial Day at the Capitol or Virtual Colonial Days. Both programs offer lessons from
the past to help students become engaged and responsible citizens for the future.

Boren Mentoring Initiative - Awards start-up grants for new and developing mentoring
programs and opportunity grants to support strategic needs of K-12 mentoring
organizations in Oklahoma.

Teacher Professional Development - The foundation provides professional development
opportunities for Oklahoma public school teachers.




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC. Page 10
NOTES TO FINANCIAL STATEMENTS
(Continued)
For the Years Ended June 30, 2022 and 2021

Financial Statement Presentation - The Foundation’s financial statements are presented on
the accrual basis of accounting in conformity with U.S. generally accepted accounting
principles for not-for-profit organizations, which require the Foundation to report
information regarding its financial position and activities according to the following net asset
classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of
the organization. These net assets may be used at the discretion of the Foundation’s
management and the board of trustees.

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 Foundation or by the passage of time. Other donor restrictions are
perpetual in nature, where by the donor has stipulated the funds be maintained in

perpetuity.

Contributions - The Foundation reports support in conformity with U.S. generally accepted
accounting principles for not-for-profit organizations. Contributions, including
unconditional promises to give, are recognized as revenue in the period received or promised
and are reported as without donor restrictions or with donor restrictions, depending on the
existence and/or nature of any donor restrictions.

The Foundation reports gifts of cash or other assets as restricted support if they are received
with donor stipulations that limit the use of the donated asset. When a donor restriction
expires, through the passage of time or when a stipulated purpose is accomplished, net assets
with donor restrictions are reclassified as net assets without donor restrictions and are
reported in the statement of activities as net assets released from restriction. Donor restricted
contributions whose restrictions are met within the same year as received are reflected as
contributions without donor restrictions in the accompanying financial statements.

Revenue Recognition - The Foundation records contributions when received or when an
unconditional promise to give has been made. Program service fees and other revenues are
recognized as revenue in the fiscal year that services are rendered.

Donated Services - Contributions of services are recognized when the services received
require specialized skills or enhance non-financial assets. Contributions of services are
recorded at fair value when received.




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC. Page 11
NOTES TO FINANCIAL STATEMENTS
(Continued)
For the Year Ended June 30, 2022 and 2021

In-Kind Contributions - The Foundation receives numerous in-kind contributions relating to
its fundraising events and other various programs. These contributions are recorded at fair
value when received.

Estimates - The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities as of the date of the financial statements, and revenues and expenses during the
reporting period. Actual results could differ from these estimates. It is at least reasonably
possible that the significant estimates of the recorded fair values of investments, which are
based on quoted market prices, will change within the next year.

Cash and Cash Equivalents - For purposes of the statement of cash flows, only deposits
subject to immediate withdrawal and highly liquid investments with maturities of three
months or less when purchased are considered to be cash equivalents.

Investments - Investments consist of marketable investment assets. Marketable securities
are reported at fair value calculated in accordance with U.S. generally accepted accounting
principles. Such investments include certificates of deposit, mutual funds, fixed income, and
other investments. Fair value is generally determined based on quoted market prices, other
observable inputs, or unobservable inputs.

Property and Equipment - The Foundation follows the practice of capitalizing all major
expenditures for furniture and equipment with a cost greater than $500. Such assets are
recorded at cost, or if acquired by gift, at fair value at date of receipt. Depreciation is
provided over the estimated useful lives of the assets of two to five years on a straight-line
basis.

Functional Expense Allocation - The costs of providing the various programs of the
Foundation have been summarized on a functional basis in the statement of functional
expenses. Accordingly, certain indirect costs have been allocated to the programs and
supporting services benefited. The allocation of certain indirect expenses between
supporting services and program services is based on estimates of the percentage of effort
expended by employees, and other factors.

Concentration of Credit Risk - Financial instruments that potentially subject the Foundation
to credit risk consist of amounts in financial institutions at June 30, 2022 and 2021 totaling
$200,232 and $263,747 in excess of the Federal Deposit Insurance Corporation (FDIC)
insured limits.




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

For the Year Ended June 30, 2022 and 2021

Page 12

Tax Exempt Status - The Foundation is a not-for-profit organization exempt from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code. It has been classified
as an organization that is not a private foundation under Section 509(a)(2) of the Internal
Revenue Code. Therefore, no provision has been made in the accompanying financial
statements for income taxes.

The Foundation evaluates and accounts for their uncertain tax positions, if any, in accordance
with U.S. generally accepted accounting principles, including the Foundation’s tax position
as a tax-exempt not-for-profit entity. Through the Foundation’s evaluation of its uncertain
tax positions, management has determined no uncertain tax positions exist as of June 30,
2022 and 2021, which would require the Foundation to record a liability for the uncertain tax
positions in its financial statements. The Foundation’s exempt returns for the years ended
before June 30, 2018, are no longer subject to examination by taxing authorities.

Subsequent Events - Management has evaluated subsequent events through March 2, 2023,
the date which the financial statements were available to be issued, and determined that no
subsequent events have occurred that require adjustment to the financial statements.

Reclassifications - Certain reclassifications of amounts previously reported have been made
to the accompanying financial statements to maintain consistency between periods presented.
The reclassifications had no impact on previously reported net assets or changes in net assets.

Availability and Liquidity

The following represents Oklahoma Foundation for Excellence, Inc.’s financial assets at June
30 that are available to meet general expenditures over the next twelve months:

2022 2021

Financial assets at year-end:

Cash $415,743 $506,855

Pledges receivable 10,235 500

Prepaid expenses 9,690 7,117

Investments 7,658,373 8,950,918
Total financial assets at year end 8,094,041 9,465,390
Less those unavailable for general expenditures due to:

Donor restrictions (764,190) (811,318)

Board designated (6,908,654) (8,078,815)
Financial assets available to meet general expenditures

over the next twelve months $421,197 $575,257




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC. Page 13
NOTES TO FINANCIAL STATEMENTS
(Continued)
For the Year Ended June 30, 2022 and 2021

The Oklahoma Foundation for Excellence, Inc. is substantially supported by contributions.
Because a donor’s restriction requires resources to be used in a particular manner or in a future
period the Foundation must maintain sufficient resources to meet those responsibilities to its
donors. Thus certain financial assets may not be available for general expenditures within one
year. As part of the Foundation’s liquidity management, they structure their financial assets
to be available as their general expenditures, liabilities, and other obligations come due.

Pension Costs

The Foundation has established a Defined Contribution Retirement Plan for the benefit of all
employees beginning on the Plan Entry Date. The plan provides for the Foundation to make
contributions to the plan equal to 3% of compensation up to the Internal Revenue Code limits.
The Foundation’s contributions for the years ended June 30, 2022 and 2021 totaled $7,154 and
$9,085.

Contributions Receivable

The Foundation expects to collect all unconditional pledges to give; therefore they have not
estimated an allowance amount. At June 30, 2022, the Foundation had an unconditional
pledge to give of $10,235.

Investments

Investments are stated at fair value and are summarized as follows as of June 30, 2022:

Market
Cost Value
Money market $298,842 $298,842
Fixed income 3,118,445 2,981,825
Equity mutual funds 3,654,105 4,370,326
Accrued income 7,382 7,382

$7,078,774 $7,658,373




OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

For the Year Ended June 30, 2022 and 2021

Page 14

Investments are stated at fair value and are summarized as follows as of June 30, 2021:

Market

Cost Value
Money market $112,889 $112,889
Fixed income 3,041,594 3,121,521
Equity mutual funds 3,830,194 5,711,713
Accrued income 4,795 4,795
$6.989.472 $8,950,918

The following schedule summarizes the investment return and its classification in the statement
of activities for the year ended June 30:

2022 2021
Without donor restrictions:
Investment income $354,420 $405,514
Net realized and unrealized gains (losses) (1,256,207) 1,317,907
(901,787) 1,723,421
With donor restrictions:
Investment income 35,560 40,527
Net realized and unrealized gains (losses) (125,640) 130,810
(90,080) 171,337
Total investment income and gains (losses) ($991,867) $1,894,758




OKLLAHOMA FOUNDATION FOR EXCELI.ENCE, INC. Page 15
NOTES TO FINANCIAL STATEMENTS
(Continued)
For the Year Ended June 30, 2022 and 2021

6. In-Kind Contributions

In-kind contributions consisted of the following at June 30:

2022 2021

Without donor restrictions
Discounted professional services $6,316 $6,640
Discounted ofﬁcc expenses 5,433 4,339
11,749 10,979

With donor restrictions

Discounted Awards Banquet expenses 17,824 10,890
Total In-Kind Contributions $29.573 $21.869

All in-kind contributions were valued from the vendor invoices. No in-kind donations were
monetized.

7. Beneficial Interest in Assets Held by Others

Beneficial interest in assets held by others includes:

2022 2021
Oklahoma City Community Foundation $69,177 $83,762
The Oklahoma United Methodist Foundation 39,497 50,473

$108.674 $134,235

Endowed funds held by Oklahoma City Community Foundation - The Foundation is the
beneficiary of a designated agency endowment fund held by the Oklahoma City Community

Foundation, Inc. (OCCF) with a market value of $172,150 and $208,495 at June 30, 2022 and
2021. This endowment was established with funds contributed by both the Foundation and
other third party donors. Under the terms of OCCF’s designated fund policies, OCCF has
variance power over these assets, and only that portion of the assets contributed by the
Foundation together with earnings thereon, is considered to represent the present value of
future distributions expected to be made to the Foundation. Of the total fund balance at June
30, 2022 and 2021, $69,177 and $83,762 represents contributions and accumulated earnings
by the Foundation and is included as an asset in the accompanying statement of financial
position. Assets contributed by third party donors, totaling $102,973 and $124,733 at June 30,
2022 and 2021, are not reported in the Foundation’s financial statements.
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The Foundation receives annual distributions from the fund, which totaled $9,580 and $8,938
for the years ended June 30, 2022 and 2021.

Funds Held by The Oklahoma United Methodist Foundation - Oklahoma Foundation for
Excellence, Inc. was the beneficiary of a gift annuity contract administered by The Oklahoma
United Methodist Foundation, Inc., with a market value at June 30, 2022 and 2021 of $39,497
and $50,743. The Foundation has the irrevocable right to receive income earned on these
assets. The income received during the fiscal years ended June 30, 2022 and 2021 was $1,793
and $2,216.

Beneficial Interest in Charitable Remainder Trust

The Foundation has been named the ultimate beneficiary of a charitable remainder trust
administered by an outside trustee with a market value at June 30, 2022 and 2021 of $78,296
and $99,863. The Foundation will receive no earnings related to this interest until the death
of two life income beneficiaries.

Funds Held by Others

Certain donors have contributed to a fund administered by the Communities Foundation of
Oklahoma (CFO) to benefit the Oklahoma Foundation for Excellence, Inc. According to CFO
policy, the principle amounts of such contributions become the legal assets of CFO. As a
result, the value of these assets are not recognized and recorded by the beneficiary, similar to
assets contributed by others to OCCF for the benefit of the Foundation, as discussed in Note
6 above. The value of these assets, which is not included in the financial statements but
provided for information purposes, was $87,757 and $104,384 at June 30, 2022 and 2021.
CFO made a distribution to the Foundation during the years ended June 30, 2022 and 2021 of
$4,623 and $4,520.

Property and Equipment

Property and equipment are summarized as follows:

2022 2021
Computer equipment $34,144 $33,641
Furniture and fixtures 9,571 9,571

43,715 43,212
Less accumulated depreciation 37,781 31,588

Net $5,934 $11,624
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Depreciation expense for the years ended June 30, 2022 and 2021 was $8,195 and $8,142.

Notes Payable

On January 29, 2021 and April 17, 2020, Oklahoma Foundation for Excellence, Inc. received
loan proceeds in the amounts of $67,494 and $64,600, respectively under the Small Business
Administration Paycheck Protection Program (“PPP”). The PPP, established as part of the
Coronavirus Aid, Relief and Economic Security Act (“CARES Act”), provides for loans to
qualifying organizations for amounts up to 2.5 times of the average monthly payroll expenses
of the qualifying organization. The loan and accrued interest are forgivable after eight weeks
as long as the borrower uses the loan proceeds for eligible purposes, including payroll, benefits,
rent and utilities, and maintains its payroll levels. The amount of loan forgiveness will be
reduced if the borrower terminates employees or reduces salaries during the eight — week
period. The unforgiven portion of the PPP loan is payable over two years at an interest rate of
1%, with a deferral of payments for the first six months. On December 15, 2020 the $64,600
loan was forgiven by the Small Business Administration and on July 26, 2021 the $67,494 was
forgiven by the Small Business Administration. Both forgiven loans are included in the
statement of activities as operating revenue.

Leases

The Foundation currently leases office space under an operating lease expiring on August 31,
2023. The current required monthly payments are $2,903. Total expense for the years ended
June 30, 2022 and 2021 was $35,799 and $33,738 and is included in occupancy. The future
required annual payments are as follows:

Year Amount

2023 $34,728
2024 14,513
Total $49.241

The Foundation also currently leases office equipment under operating leases expiring in 2025
and 2026. The required monthly payments are $374. Rent expense for this equipment for the
years ended June 30, 2022 and 2021 was $4,995 and $5,260 and is included in equipment
expense. The future required annual payments are as follows:
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Year Amount

2023 $4,486
2024 4,486
2025 3,588
2026 1,358
Total $13,918

Net Assets Without Donor Restrictions - Board Designated

Page 18

The Foundation’s Board of Trustees have designated certain net assets without donor
restrictions to be separately invested with the earnings being used to fund Academic All-State
scholarships, Medal for Excellence awards, and associated expenses. Utilization of these funds
for other purposes would require approval by the Foundation’s trustees.

Restricted Net Assets

Time or purpose restricted net assets are available for the following purposes:

2022 2021

Academic awards $10,485 $5,750

Teacher professional development 33,255 57,952

Mentoring initiative 110,016 215,897

General operations 78,296 99,863

$232,052 $379,462

Perpetual in nature net assets are restricted to:
2022 2021
Academic All-State Scholarships and

Medal for Excellence Awards $15,000 $15,000
David and Molly Boren Mentoring Initiative 462,220 462,220
General use 108,674 134,235
Teacher professional development 100,000 100,000
$685,894 $711.,455
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Endowments

The Foundation follows U.S. generally accepted accounting principles, which provides
guidance on the net assets classification of donor-restricted endowment funds for not-for-profit
organizations subject to the requirements of the Uniform Prudent Management of Institutional
Funds Act (“UPMIFA”). It also provides guidance on enhanced disclosure information to
enable users of financial statements to understand the net asset classification, net asset
composition, changes in net asset composition, spending policy, and related investment policy
of its endowment funds.

The Foundation’s endowments consist of donor-restricted funds and funds designated by the
Foundation to function as endowments established to support the programs conducted by the
Foundation. Asrequired by accounting principles generally accepted in the United States, net
assets associated with endowment funds, including funds designated by the Foundation to
function as endowments are classified and reported based on the existence or absence of donor
imposed restrictions. The endowments represent only those net assets that are under control
of the Foundation.

The Foundation has interpreted UPMIF A as requiring the preservation of the original fair value
of gifts to donor-restricted endowment funds absent explicit donor stipulations to the contrary.

As aresult of this interpretation, the Foundation classifies as perpetual in nature net assets (a)
the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at
the time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in perpetual in nature net assets is classified as time or
purpose restricted net assets until those amounts are appropriated for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA.

The Foundation has adopted investment and spending policies for endowment assets designed
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 as well as
board designated funds. Under this policy, as approved by the Board, the endowment assets
are invested in a manner that is intended, over the long term to (a) enhance the total value of
the endowment through appreciation, contributions, and the reinvestment of excess current
earnings, (b) preserve capital and avoid the risk of large loss, and (c¢) maintain sufficient
liquidity to provide for all anticipated withdrawals as well as unexpected withdrawals.
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To satisfy its long term objectives, the Foundation seeks investment returns through both
capital appreciation and current yield. The Foundation targets a diversified asset allocation that
places a greater emphasis on equity based investments to achieve its long term return
objectives within prudent risk constraints.

The spending or distribution policy determined under a method adopted annually by the Board
of Trustees provides for distribution from the funds based on a percentage of the average of
the market value of the endowment funds over the trailing eight quarters. The Board approved
a distribution of $268,097 for the year ended June 30, 2022.

The net asset classification of the Foundation’s endowment funds as of June 30, 2022 are as
follows:

Without
Donor With Donor
Restrictions  Restrictions Total
Donor restricted endowments $ $793,013 $793,013
Board designated endowments 6,908,654 6,908,654
Total endowment funds $6,908,654 $793,013  $7,701,667

Changes in endowment net assets for the year ended June 30, 2022, include:

Without
Donor With Donor
Restrictions Restrictions Total

Net assets, beginning

of the year $8,078.815 $941.,561 $9.020.376
Investment gains (losses):

Investment income 354,143 35,560 389,703

Investment gains (losses) (1,256,207) (125,640) (1,381,847)

Total investment return (902,064) (90,080) (992,144)
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Without
Donor With Donor
Restrictions Restrictions Total
Change in value of beneficial interest - (25,561) (25,561)
Appropriation of endowment
assets for expenditure (268,097) (32,907) (301,004)
(268,097) (32,907) (301,004)
Net assets, end of the year $6.908.654 $793.013 $7.701.667
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The net asset classification of the Foundation’s endowment funds as of June 30, 2021 are as

follows:
Without
Donor With Donor
Restrictions Restrictions Total
Donor restricted endowments $ $941,561 $941,561
Board designated endowments 8,078,815 8,078,815
Total endowment funds $8,078,815 $941,561  $9,020,376
Changes in endowment net assets for the year ended June 30, 2021, include:
Without
Donor With Donor
Restrictions Restrictions Total
Net assets, beginning
of the year $6.,667,744 $785,485  $7.453,229
Investment gains (losses):
Investment income 405,591 40,527 446,118
Investment gains (losses) 1,317,907 107,762 1,425,669
Total investment return 1,723,498 148,289 1,871,787
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Without
Donor With Donor
Restrictions Restrictions Total
Change in value of beneficial interest - 23,703 23,703
Appropriation of endowment
assets for expenditure (312,427) (15,916) (328,343)
(312,427) (15,916) (328,343)
- Net assets, end of the year $8.078.815 $941.561 _ $9.020.376

Disclosure About Fair Value of Fiflancial Instruments

U.S. generally accepted accounting principles (GAAP) requires the Foundation to disclose
estimated fair values for all financial instruments. Under GAAP, fair value is defined as the
price that would be received to sell an asset or paid to transfer a liability (i.¢., the “exit price”)
in an orderly transaction between market participants at the measurement date.

The carrying amount of cash and cash equivalents approximate fair values because of the short
term maturity of these investments. The carrying value of investments, which is fair value, is
based upon quoted market prices, if available. If quoted market prices are not available, fair
value is estimated using quoted prices for similar securities.

The fair values reported below for financial instruments were based on a variety of factors. In
some cases, fair values have been estimated based on assumptions concerning the amount and
the timing of estimated future cash flows and assumed discount rates reflecting varying degrees
of risk. Accordingly, the fair values may not represent actual values of the financial
instruments that could have been realized as of June 30, 2022, or that will be realized in the
future.



OKILAHOMA FOUNDATION FOR EXCELI.ENCE, INC. Page 23
NOTES TO FINANCIAL STATEMENTS
(Continued)
For the Year Ended June 30, 2022 and 2021

The Foundation’s financial instruments at June 30, 2022 were as follows:

Fair Value/
Estimated Market
Value and
Carrying Amount
Cash and cash equivalents $415,743
Investments $7,658,373
Beneficial interest in assets held by others $108,674
Beneficial interest in charitable remainder trust $78,296

GAAP establishes a fair value hierarchy that prioritized the inputs to valuation techniques used
to measure fair value. This hierarchy consists of three broad levels: Level 1: Quoted Prices in
Active Markets for Identical Assets; Level 2: Significant Other Observable Inputs; and Level
3: Significant Unobservable Inputs. The Foundation uses appropriate valuation techniques
based on the available inputs to measure the fair value of its assets and liabilities.

Fair Value Measured on a Recurring Basis

The following is a description of the valuation methodologies used for assets measured at fair
value on a recurring basis and recognized in the accompanying balance sheet, as well as the
general classification of such assets pursuant to the valuation hierarchy.

Investments

The fair values of investments in money market, certificates of deposit, mutual funds,
alternative investments, and other investments are based on quoted market prices for active
markets, where available. If quoted market prices for active markets are not available, fair
values are obtained from pricing services, based on quoted market prices of comparable
instruments, bid/ask quotes, or the use of discounted cash flow models, using observable
inputs such as current yields, credit risks, and prepayment speeds.

The following table presents the fair value measurements of investments and beneficial interest
recognized in the accompanying statement of financial position measured at fair value on a
recurring basis and the level within the fair value hierarchy in which the fair value
measurements fall at June 30:



OKLAHOMA FOUNDATION FOR EXCELLENCE, INC.
NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2022 and 2021

Money market
Fixed mutual funds
Equity mutual funds
Accrued income

Held by others:

(Continued)

Beneficial interest held by others

Beneficial interest in charitable
remainder trust

Total held by others

Money market
Fixed mutual funds
Equity mutual funds
Accrued income

Held by others:
Beneficial interest held by
Beneficial interest in
remainder trust

Total held by others

2022
Fair Value
Fair Value Level
$298,842 (1
2,981,825 (1)
4,370,324 ¢))
7.382 (1)
7,658,373
108,674 2)
78,296 2)
186,970
$7.845.343
2021
Fair Value
Fair Value Level
$112,889 (1)
3,121,521 €))
5,711,713 (D)
4,795 ¢))
8,950,918
$134,235 (2)
99,863 2)
234,098

$9,185,016
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