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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
National Park Foundation

We have audited the accompanying financial statements of the National Park Foundation (the
Foundation), which comprise the statements of financial position as of September 30, 2018
and 2017, and the related statements of activities and cash flows for the years then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the National Park Foundation as of September 30, 2018 and 2017, and
the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report February 5,
2019, on our consideration of National Park Foundation’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering National Park Foundation’s internal control over financial
reporting and compliance.

Other Matter — Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of functional expenses for the year ended September 30, 2018, is presented
for purposes of additional analysis and is a not required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a

whole. O_é}\” * G»fm‘a/

February 5, 2019
Bethesda, Maryland



NATIONAL PARK FOUNDATION

STATEMENTS OF FINANCIAL POSITION

September 30, 2018 and 2017

2018 2017
ASSETS
Cash and cash equivalents $ 11447828 $ 37,390,571
Prepaid and other assets 8,952,442 1,494,006
Pledges receivable, net 57,203,108 57,783,015
Investments, at market 129,586,721 84,534,859
Furniture and equipment, net 571,966 861,176
Conservation property 702,775 730,275
Funds managed as agent for others 40,625,012 37,251,070
Total assets $ 249,089,852 $ 220,044,972
LIABILITIES AND NET ASSETS
Accounts payable and accrued expenses $ 7,105,201 $ 3,368,064
Deferred revenue 1,089,156 2,250,946
Grants payable, net 1,442,907 -
Notes payable, net 1,142,023 4,920,642
Funds managed as agent for others 40,625,012 37,251,070
Total liabilities 51,404,299 47,790,722
Net assets
Unrestricted 44,078,581 40,675,874
Temporarily restricted 102,312,681 90,694,578
Permanently restricted 51,294,291 40,883,798
Total net assets 197,685,553 172,254,250
Total liabilities and net assets $ 249,089,852 $ 220,044,972

The accompanying notes are an integral part of these financial statements.
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NATIONAL PARK FOUNDATION
STATEMENT OF ACTIVITIES
Year Ended September 30, 2018

Temporarily Permanently
Unrestricted Restricted Restricted Total
Revenue and support
Contributions and gifts $ 26,564,112 $ 37,085449 $ 410,493 $ 64,060,054
Contributed property, goods and services 9,738,527 667,365 - 10,405,892
Government grants and support - 280,068 10,000,000 10,280,068
Recovery of indirect costs 823,675 - - 823,675
Management and other income 1,388,649 1,901,119 - 3,289,768
Net assets released from restrictions -
satisfaction of program and time restrictions 32,751,268 (32,751,268) - -
Total revenue and support 71,266,231 7,182,733 10,410,493 88,859,457
Expenses
Program services
Program grants 23,048,600 - - 23,048,600
Program grants (land) 27,500 - - 27,500
Program support 14,171,948 - - 14,171,948
Total program expenses 37,248,048 - - 37,248,048
Supporting services
General and administrative 17,654,076 - - 17,654,076
Fundraising 15,131,880 - - 15,131,880
Total expenses 70,034,004 - - 70,034,004
Changes in net assets from operations 1,232,227 7,182,733 10,410,493 18,825,453
Non-operating activity
Investment income 2,170,480 4,435,370 - 6,605,850
Changes in net assets 3,402,707 11,618,103 10,410,493 25,431,303
Total net assets 40,675,874 90,694,578 40,883,798 172,254,250
Net assets, end of year $ 44,078,581  $ 102,312,681 $ 51,294,291  $ 197,685,553

The accompanying notes are an integral part of these financial statements.
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NATIONAL PARK FOUNDATION
STATEMENT OF ACTIVITIES
Year Ended September 30, 2017

Temporarily Permanently
Unrestricted Restricted Restricted Total
Revenue and support
Contributions and gifts $ 23755279  $ 38,436,372 $ 123,488 $ 62,315,139
Contributed property, goods and services 4,044,125 10,450,873 - 14,494,998
Government grants and support 2,303,109 - 10,000,000 12,303,109
Recovery of indirect costs 931,293 - - 931,293
Management and other income 1,771,188 186,856 - 1,958,044
Net assets released from restrictions - -
satisfaction of program and time restrictions 57,141,655 (57,141,655) - -
Total revenue and support 89,946,649 (8,067,554) 10,123,488 92,002,583
Expenses
Program services
Program grants 41,507,069 - - 41,507,069
Program grants (land) 100,000 - - 100,000
Program support 20,319,973 - - 20,319,973
Total program expenses 61,927,042 - - 61,927,042
Supporting services
General and administrative 10,932,219 - - 10,932,219
Fundraising 12,197,693 - - 12,197,693
Total expenses 85,056,954 - - 85,056,954
Changes in net assets from operations 4,889,695 (8,067,554) 10,123,488 6,945,629
Non-operating activity
Investment income 3,062,472 5,975,146 - 9,037,618
Land valuation gain 13,548 3,000 - 16,548
Total non-operating activity 3,076,020 5,978,146 - 9,054,166
1 0ldl 11eL dasseLs
Changes in net assets 7,965,715 (2,089,408) 10,123,488 15,999,795
Net assets, beginning of year 32,710,159 92,783,986 30,760,310 156,254,455
Net assets, end of year $ 40,675,874 $ 90,694578 $ 40,883,798 $ 172,254,250

The accompanying notes are an integral part of these financial statements.
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NATIONAL PARK FOUNDATION
STATEMENTS OF CASH FLOWS
Years Ended September 30, 2018 and 2017

2018 2017
Cash flows from operating activities:
Change in net assets $ 25,431,303 $ 15,999,795
Reconciling adjustments:

Support restricted for endowment (10.994.256) (9.129.232)
Net realized and unrealized aains on marketable securities (3.308.013) (6.777.868)
Depreciation and amortization 470.240 393.739
Distribution (contribution) of conservation propertv 27.500 (692.498)
Loss on disposal of property and equipment - 450
Allowance for present value of pledaes receivable (31.869) (282.620)
Allowance for doubtful pledaes (7.500) (500)
Amortization of loan discount 154,023 (196.413)

Changes in operating assets and liabilities:
Pledaes and support receivable 619.276 335,755
Prepaid and deferred expenses (7.458.436) (420.201)
Accounts and other pavables 3.802.556 (119.402)
Deferred income (1.161.790) 2.228.780
Deferred rent (40.246) (9.628)
Grants payable 1,442,907 (715,010)
Net cash provided by operating activities 8,945,695 615,147

Cash flows from investing activities:

Acauisition of propertv and eauipment (181.030) (430.011)

Purchases of marketable securities (74.107.504) (17.418.,185)

Sales of marketable securities 32,363,655 11,978,995
Net cash used by investing activities (41,924,879) (5,869,201)

Cash flows from financing activities:

Support restricted for endowment 10,994,256 9.129.232
Proceeds from notes pavable - 9.523.704
Repavments of notes pavable (3.932.642) (5.406.649)

Principal payments on capital lease obligation (25,173) 15,928
Net cash provided by financing activities 7,036,441 13,262,215

Net (decrease) increase in cash and cash equivalents (25,942,743) 8,008,161
Cash and cash equivalents, beginning of year 37,390,571 29,382,410
Cash and cash equivalents, end of year $ 11,447,828 $ 37,390,571
Supplemental Cash Flow Information:
Interest paid $ 74,365 $ 15,070
Property additions financed through lease obligations $ - $ 36,383

The accompanying notes are an integral part of these financial statements.
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NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Organization

The National Park Foundation (the Foundation), a not-for-profit, charitable corporation
located in Washington, D.C., was established in 1967 by an Act of the U.S. Congress
(Public Law 90-209). The purpose of the Foundation is to provide a means for citizen
participation in, and support of, the National Park System. The Foundation receives
contributions and raises funds to help conserve, preserve, and enhance the national
parks in the United States.

Effective December 16, 2016, Public Law 90-209 was amended by enactment of Public
Law 114-289. Public Law 114-289 provides that the Foundation shall consist of a Board
of Directors having as members no fewer than six private citizens of the United States
appointed by the Secretary of the Interior. The Secretary and the Director of the National
Park Service shall be non-voting, ex officio members of the Board. The Chairman of the
Board shall be elected by the Board from its members for a 2-year term. Activities of the
National Park Foundation to solicit, accept, administer, and use any gifts, devises, or
bequests for the benefit of, or in connection with, the NPS, shall be undertaken after
consultation with the Director to ensure that these activities are consistent with NPS
programs and policies.

The Foundation is exempt from federal income taxes under Public Law 90-209, as
described in Section 501(c)(1)(a)(i) of the Internal Revenue Code (IRC). In addition, in
1981, the Foundation received a determination that it is also exempt from federal
income taxes under Section 501(c)(3) of the IRC and it qualifies as a public charity
under Section 509(a)(1) of the IRC. The Foundation received a determination letter in
2000 that specifically states it is exempt from filing the Return of Organizations
Exempt from Income Tax, Form 990, unless the Foundation has unrelated business
income. Effective fiscal year 2012, the Board of Directors elected to file Form 990 on
an annual basis.

Significant Accounting Policies

Use of Estimates

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



NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Significant Accounting Policies (continued)

Basis of Accounting

The accompanying financial statements are presented in accordance with the accrual
basis of accounting, whereby, revenue is recognized when earned and expenses are
recognized when incurred.

Cash and Cash Equivalents

Cash includes interest and non-interest bearing operating accounts with insured financial
institutions. Deposits often exceed federally insured limits. Management, however, does
not consider this a significant concentration of credit risk. Cash equivalents at September
30, 2018 and 2017, include money market accounts. Cash and cash equivalents exclude

such amounts included with the investment pool as those funds are part of the investment
strategy and portfolio.

Investments

Investments are recorded at estimated fair value based on quoted market prices
provided by the investment managers. Realized and unrealized holding gains and
losses are included as non-operating investment income in the statement of activities.
Net investment income is reported as an increase in unrestricted net assets, unless
restricted by donor or law.

Funds Managed as Agent for Other Entities

Funds managed as agent for other entities are excluded from net assets. The Foundation
acts as the custodial agent of these funds so the related revenues and expenses are not
recognized in the accompanying statements of activities.

Furniture and Equipment

The Foundation capitalizes all property and equipment purchased with non-Federal
funds with a cost of $5,000 or more. Furniture and equipment is recorded at cost and
depreciated on the straight-line basis over estimated useful lives of 3 to 8 years.
Leasehold improvements are also recorded at cost and are amortized over their
estimated useful lives or terms of the lease, whichever is shorter.

Maintenance and repair costs are charged to expense as incurred. Replacements and
betterments are capitalized. At the time properties are retired or otherwise disposed of,
the property and related accumulated depreciation or amortization accounts are relieved
of the applicable amounts and any gain or loss is credited or charged to income.



NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Significant Accounting Policies (continued)

Conservation Property

The Foundation acquires conservation property through donations or purchases for
subsequent sale or donation to or for the benefit of the NPS. Real property donated is
valued at its estimated fair market value at the time of donation. The carrying value is
reduced if the estimated market value decreases below the original recorded value.
Covenants on the properties restrict their future use to conservation activities.

Grant Expenses and Grants Payable

The Foundation is both a grantee and grantor organization. As a grantor, the Foundation
recognizes grant expense when the Board has awarded a grant and the grant becomes an
enforceable liability (i.e., when substantially all conditions placed on the grantee are
met). Grants payable represent grants awarded but not yet disbursed.

Program grants consist of expenditures and the value of in-kind contributions that
directly benefit the individual or groups of specific national parks. Program support
includes all direct program costs that generally benefit the National Park System.

Fair VValue of Financial Instruments

Financial instruments include cash and cash equivalents, pledges, accounts receivable,
investments and accounts and grants payable. Management estimates that the respective
fair values of the financial instruments, other than investments, approximate their
recorded values in the balance sheets due to the relative short-term nature of those
instruments. Investments are recorded at fair value in the statements of financial position
as discussed in Notes 3 and 16.

Revenue Recognition

Grant Revenue and Support

Revenue and support from government contracts and grants that provide for cost
reimbursement are recognized when the related direct and allocated indirect expenses
are incurred, deliverables are met, or per-diem services are provided. Revenue
recognized in excess of cash received is reported as grants receivable. Cash received in
excess of revenue recognized is reported as deferred revenue.



NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Significant Accounting Policies (continued)
Contributions

Contributions and unconditional promises to give are recorded as support, at fair value,
when received as unrestricted, temporarily restricted or permanently restricted support,
depending on the existence and/or nature of any donor restriction, including inherent
time restrictions. Contributions that are restricted by the donor as to time or purpose
are reported as an increase in temporarily restricted net assets. When a time restriction
ends or a purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions.

Contributed property and equipment are recorded at fair value at the date of donation.
If donors stipulate how the assets must be used, the contributions are recorded as
restricted support. In the absence of such stipulations, contributions of property and
equipment are recorded as unrestricted support.

Unconditional promises to give are reported at their net realizable value as pledges
receivable in the accompanying statements of financial position. Unconditional promises
to give that are expected to be collected in future years are discounted to present values
using a blended rate that contemplates the donor’s estimated borrowing rate, and a risk-
free rate of return, at the date the contribution is made. The collectability of the pledges
receivable is evaluated by management periodically throughout the year, and an
allowance for uncollectible amounts, is recorded in the period such a determination is
made. Conditional promises to give are not recorded as receivables until the conditions
are satisfied. Contributions and grants received by the Foundation consist of support
provided primarily by corporations and foundations.

Endowment Funds

Endowment gifts are recognized as support when received. The principal amount of the
gift is maintained intact. Investment income on endowments is recognized as an
increase in unrestricted net assets, unless the income is restricted by donor or law and
such restrictions have not been met in the same fiscal year. The Foundation follows the
enacted version of the Uniform Prudent Management of Institutional Funds Act of 2006
(UPMIFA) reporting. The required expanded disclosures are included in Note 8.
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NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Significant Accounting Policies (continued)

Expense Allocations

The costs of providing various programs and other activities of the Foundation have been
summarized on a functional basis in the statement of activities. Expenses are allocated
among the programs and supporting services based upon the functions they directly benefit
and management’s estimates of overhead and other indirect expenses applicable to each
function, using primarily direct labor costs.

Subsequent Events

Management has evaluated subsequent events through February 5, 2019, which is the
date the financial statements were available to be issued. The accompanying financial
statements recognize the effects of subsequent events that provide evidence about
conditions that existed at the statement of position date, including the estimates inherent
in the process of preparing financial statements. The accompanying financial statements
do not recognize the effect of subsequent events that did not exist at the statement of
position date, but disclosures of such events, if any, are included in the accompanying
notes.

Investments

Investments consist of the following at September 30, 2018 and 2017:

2018 2017
Money market funds $ 26,747,439 $ 124,648
Mutual funds 101,963,067 83,593,372
Exchange traded funds 876,215 816,839
Total investments $ 129,586,721 $ 84,534,859

11



NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Investments (continued)

Investment return is comprised of the following for the years ended September 30, 2018
and 2017:

2018 2017
Interest and dividend income $ 3,297,837 $ 2,259,750
Net realized and unrealized gains 3,308,013 6,777,868
Net investment return $ 6,605850 $ 9,037,618

Investments are reported at fair values at year-end. See Note 16 for a discussion of fair
value measurements. The investments are subject to market risks, and their values
fluctuate daily. Due to the level of risk associated with investment securities, changes in
the values of investment securities will occur in the near term, and such changes could
materially affect the Foundation’s financial position.

Donated Securities

During the year ended September 30, 2016, the Foundation received a grant of securities
from a private foundation organized for charitable purposes and exempt from federal
income taxation under Section 501(c)(3). The grant was composed of 39 non-voting,
restricted class B shares of an exempt entity, related to the donor, organized for charitable
purposes whose class A shares are owned by the donor. As an owner of the class B
shares, the Foundation will receive dividends for use toward restricted charitable
purposes.

At the time of the grant, the Foundation was not able to establish a supportable fair
market value of the class B shares. Accordingly, the Foundation recorded an asset for an
estimated value for management tracking purposes and fully reserved the asset to yield a
net asset value of $0 for reporting purposes.

Dividends received during the years ended September 30, 2018 and 2017 totaled

approximately $6.8 million and $3.7 million which have been recorded as temporarily
restricted contributions.
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NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Furniture and Equipment

A summary of furniture and equipment at September 30, 2018 and 2017, is as follows:

2018 2017
Computer software and hardware $ 1,707,781 $ 1,527,541
Furniture and equipment 229,906 229,116
1,937,687 1,756,657
Less: accumulated depreciation and
amortization (1,365,721) (895,481)
Furniture and equipment, net $ 571,966 $ 861,176

Depreciation and amortization expense totaled $470,240 and $393,739 for the years
ended September 30, 2018 and 2017, respectively. The net book value of capital lease
equipment was $54,275 and $78,031 at September 30, 2018 and 2017, respectively.

Pledges and Support Receivable

Pledges receivable that are expected to be collected in future years are discounted to
present values using a blended rate that contemplates the donor’s estimated borrowing
rate, and a risk-free rate of return, at the time the unconditional promises are made. The
discount rates for 2018 and 2017 range from 1.79% to 3.81%. The discount is
amortized to support from contributions over the pledge collection period. Beginning in
fiscal year 2013, an allowance for uncollectible pledges was established using the
percentage of accounts receivable based on a four-year average of actual uncollectible
amounts. At September 30, 2018 and 2017, the allowance for uncollectible pledges
totaled $415,699 and $423,199, respectively.

At September 30, 2018, two donors have promised approximately $1,575,000 to be
paid over three years if certain matching funds are raised by the Foundation and certain
performance goals addressed in the grant documents are achieved. The support is
recognized as goals are accomplished and the grantors make payment. The Foundation
has recognized $442,000 during the year ended September 30, 2018 for these grants.

13



NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

5. Pledges and Support Receivable (continued)

Pledges and support receivable at September 30, 2018 and 2017 are expected to be
collected as follows:

2018 2017

Due in less than one year $ 40,816,788 $ 35,268,744
Due in two to five years 17,427,253 21,124,573
Due after five years 485,000 2,955,000
Total pledge receivable 58,729,041 59,348,317
Less:

Discount for present value (1,110,234) (1,142,103)

Allowance for doubtful pledges (415,699) (423,199)
Pledges receivable, net $ 57,203,108 $ 57,783,015

6. Grants Payable

Grants payable after one year are discounted using the Treasury bill rate at the time the
commitments are made. At September 30, 2018, grants outstanding of $1,442,907 were
due in less than one year. At September 30, 2017, there was no grants outstanding.

7. Net Assets

To ensure observance of the limitations and restrictions placed on the use of resources
available to the Foundation, the accounts of the Foundation are internally maintained in
accordance with the principles of project or fund accounting. Separate accounts are
maintained for each fund. However, in the accompanying financial statements, funds
are classified as unrestricted, temporarily restricted, and permanently restricted based
on donor-imposed restrictions.

Unrestricted net assets include funds designated by the board for grants, general
operations, and other projects. At September 30, 2018 and 2017, unrestricted net assets
are as follows:

2018 2017
Operating $ 19,614,791 $ 17,081,641
Board designated 24,317,298 23,594,233
NPF designated 146,492 -

Total unrestricted $ 44,078,581 $ 40,675,874
14




NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Net Assets (continued)

In 2018, the Foundation created a new category of funds called NPF Designated. The
category is composed of unrestricted funds the Foundation has designated to be used
toward signature projects consistent with its strategic mission. During the year, the
Foundation designated $500,000 to the fund via a transfer from unrestricted operating net
assets, towards one such project, Open Outdoors for Kids. Of the total designated,
$353,507 was expended through grants and supporting expenses for the year ended
September 30, 2018.

Temporarily restricted net assets at September 30, 2018 and 2017, some of which are
time restricted, are primarily available to support program grant and program support
activities.

Permanently restricted net assets are restricted to investments in perpetuity, the income
from which is expendable to support program activities.

Endowment Funds

The Foundation’s endowment consists of multiple individual funds established to support
program activities. Its endowment includes both donor-restricted endowment funds and
funds designated by the Board of Directors to function as an endowment. Net assets
associated with endowment funds, including funds designated by the Board of Directors,
are classified and reported based on the existence or absence of donor-imposed
restrictions.

Interpretation of Relevant Law

The Board of the Foundation has interpreted the State Prudent Management of
Institutional Funds Act (the Act) as requiring the preservation of the fair value of the
original gift as the gift date of the donor-restricted endowment funds absent explicit
donor stipulations to the contrary. As a result of this interpretation, the Foundation
classifies as permanently restricted net assets the original value of gifts donated to the
permanent endowment. The remaining portion of the donor-restricted endowment fund
that is not classified in permanently restricted net assets is classified as temporarily
restricted net assets until those amounts are appropriated for expenditure by the
Foundation in a manner consistent with the standard of prudence described by the Act.
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NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

8. Endowment Funds (continued)

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

(1) The duration and preservation of the fund;

(2) The purposes of the Foundation’s and the donor-restricted endowment fund;
(3) General economic conditions;

(4) The possible effect of inflation and deflation;

(5) The expected total return from income and the appreciation of the investments;
(6) Other resources of the Foundation; and

(7) The investment policies of the Foundation.

Return Obijectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its
endowment while seeking to maintain the purchasing power of the endowment assets.
Endowment assets include those assets of the donor-restricted funds that the Foundation
must hold in perpetuity or for a donor-specified period(s) as well as board-designated
funds. Under this policy, as approved by the Board of Directors, the endowment assets
are invested in a manner that is intended to provide growth and to preserve or increase the
real value of the endowment to meet the future needs of the national parks, always with
the objective of selecting investment vehicles that are at an appropriate level of risk for a
non-profit organization. Actual returns in any given year may vary.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or the Act requires the
Foundation to retain as a fund of perpetual duration. There were no deficiencies of this
nature reported in unrestricted net assets as of September 30, 2018 and 2017,
respectively.

Spending Policy

The Foundation currently appropriates funds for the distribution of program support
activities based upon the demand for these purposes and on the availability of funds
during the particular year. The Foundation has a board policy that permits as part of its
annual budget process a transfer from the unrestricted Board-designated net assets to
the unrestricted undesignated net assets of up to 5% of the average market value of the
unrestricted board-designated net assets as of March 31 for the three preceding years.
Additional transfers are permitted by Board action. Transfers during the year ended
September 30, 2018 and 2017, were approximately $1,100,000 and $1,000,000,
respectively.
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NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Endowment Funds (continued)

The changes in endowment net assets for the years ended September 30, 2018 and 2017
are as follows:

Board Endowment
Designated & Earnings Endowed Funds
Deficient Funds (Temporarily ~ (Permanently
(Unrestricted) Restricted) Restricted) Total

Endowment net assets

September 30, 2016 $ 21,688,750 $ 11,419,872 $30,760,310 $63,868,932

Investment return:

Investment income 867,408 917,792 - 1,785,200

Net appreciation

(realized and unrealized) 2,008,611 2,828,991 - 4,837,602
Total investment return 2,876,019 3,746,783 - 6,622,802
Contributions 13,998 300,495 10,123,488 10,437,981
Appropriation of

endowment assets

for expenditure (1,000,000) (1,399,025) - (2,399,025)
Reclassifications, net 15,466 - - 15,466
Endowment net assets,

September 30, 2017 23,594,233 14,068,125 40,883,798 78,546,156
Investment return:

Investment income 822,577 1,525,536 - 2,348,113

Net appreciation

(realized and unrealized) 1,009,488 1,426,356 - 2,435,844
Total investment return 1,832,065 2,951,892 - 4,783,957
Contributions - 303,277 10,410,493 10,713,770
Appropriation of

endowment assets

for expenditure (1,109,000) (1,315,943) - (2,424,943)
Reclassifications, net - - - -
Endowment net assets,

September 30, 2018 24,317,298 $ 16,007,351 $51,294,291 $91,618,940
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NATIONAL PARK FOUNDATION
NOTES TO FINANCIAL STATEMENTS
Years Ended September 30, 2018 and 2017

Endowment Funds (continued)

The net asset composition of the endowment funds as of September 30, 2018 and 2017, is
as follows:

Board Endowment
Designated & Earnings  Endowed Funds
Deficient Funds (Temporarily  (Permanently

(Unrestricted)  Restricted) Restricted) Total
2018
Donor-restricted $ - $ 16,007,351 $51,294,291 $ 67,301,642
Board-designated 24,317,298 - - 24,317,298
Total funds $ 24,317,298 $ 16,007,351 $ 51,294,291 $ 91,618,940
2017
Donor-restricted $ - $ 14,068,125 $ 40,883,798 $ 54,951,923
Board-designated 23,594,233 - - 23,594,233
Total funds $ 23,594,233 $ 14,068,125 $ 40,883,798 $ 78,546,156

Commitments

Operating Lease Commitments

The Foundation has entered into a lease agreement ending in May 2020 for subleased
premises at 1110 Vermont Avenue. Rent payments are recognized as expense on a
straight line-basis over the term of the lease. The deferred rent liability balance as of
September 30, 2018 and 2017 was $139,159 and $179,405, respectively. Rental
expense as of September 30, 2018 and 2017 totaled $867,307 and $867,236,
respectively.

The minimum annual commitment under this lease is as follows:

Year ending September 30, 2019 939,000
2020 645,000
$ 1,584,000
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Commitments (continued)

Capital Equipment Leases

The Foundation entered into lease agreements to finance certain equipment that expires
July 2020. The lease agreements have been classified as capital leases which is
generally accounted for as additions to property and equipment using lease financing.
The capital lease liability is reported as part of accounts and other payables in the
financial statements. The following is a schedule of future minimum payments under
capital leases:

Year ending September 30, 2019 28,075
2020 24,795
2021 8,395
2022 7,696
Total minimum lease payments 68,961
Less: amount representing interest (8,152)
Total principal obligation $ 60,809

Line of Credit

The Foundation has an unsecured line of credit. The total amount available under the
line of credit as of September 30, 2018 and 2017 is $3,000,000. Borrowings bear
interest at the one-month London Interbank Offered Rate (LIBOR) as quoted by the
bank, two business days prior to the date of the draw. Such rate is to be effective and
adjusted for Federal Reserve board reserve requirements and FDIC Insurance, plus
1.5%. The effective interest rate at September 30, 2018 and 2017 was 2%. There was
no balance outstanding at September 30, 2018 and 2017. The line has not been drawn
for the last ten years.

Notes Payable
During July 2016, the Foundation entered into a three-year loan agreement for

$1,000,000 with an unrelated nonprofit public benefit corporation. Interest on the
unpaid principal is due monthly at a rate of 1%. The loan was fully paid in 2018.
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Notes Payable (continued)

During December 2016, the Foundation entered into a second loan with the same
unrelated nonprofit public benefit corporation for a four-year loan agreement for
$9,523,704. Interest on the unpaid principal is due monthly at a rate of 1%. Principal
payments are due through January 31, 2021. At September 30, 2018, the balance of the
loan was $1,142,023, net of unamortized discount of $42,390 based on an imputed
interest rate of 4.25%. Imputed interest expense of $82,981 was reflected in the 2018
statement of activities. Contribution revenue and imputed interest expense of $351,698
and $155,285, respectively, were reflected in the 2017 statement of activities.

Donated Property, Goods and Services

During 2017, the Foundation received gifts of land totaling $775,500. The Foundation
transferred the title of $100,000 of the property received to an unrelated nonprofit
organization during September 2017.

During 2018 and 2017, the Foundation received donated goods and services valued at
$10,405,892 and $13,819,500, respectively. These include recycled lumber for trails,
travel- related support, and media support to specific Parks as well as various
communication and outreach about philanthropy to the National Park System as a
whole.

Litigation Settlement Contributions (Community Service Payments)

Since 1999, the Foundation has received over $20 million from several litigation
settlements. These funds represent voluntary community service payments from
corporations that have entered into a plea agreement related to charges by the
Department of Justice for violations of certain environment regulations such as
polluting and the mistreatment of hazardous waste materials. The plea agreements
specify the parks or areas to which the funds are to be allocated by the Foundation. The
Foundation received $8,134 and $170,885, respectively, under these agreements for the
years ended September 30, 2018 and 2017. The Foundation believes that these plea
agreements represent voluntary non-reciprocal payments to the Foundation and has,
therefore, classified them as temporarily restricted support.
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Employee Benefit Plans

The Foundation has maintained a 403(b) retirement plan (the Plan) for its employees
since 1992. All employees over 21 years of age with at least one year of service to the
Foundation (consisting of at least 1,000 hours of service in a 12-months period) are
eligible to receive an employer matching contribution to the Plan. The Foundation
matches 100% of employees’ contributions, up to 3% of salary, and 50% of the next 2%
of employees’ contribution, with a maximum contribution by the Foundation of 4%.
Participants are eligible to participate after one year of service and are fully vested in
all contributions of the Plan. The Foundation’s contributions to the plan were $203,488
and $162,206, respectively, for the years ended September 30, 2018 and 2017.

During the year ended September 30, 2017, the Foundation established a 457(f)
deferred compensation plan for its President. At September 30, 2018 and 2017, the
amounts accrued under this arrangement were $71,503 and$28,350, respectively.

Funds Managed as Agent for Other Entities

The Foundation acts as a fiscal agent of funds from other entities, for the benefit of or in
connection with the National Park Service, its activities, or its services. At September 30,
2018 and 2017, the funds managed as an agent for other entities were invested in
mutual funds totaling $40,625,012 and $37,251,070, respectively.

The funds are held for the following purposes as of September 30, 2018 and 2017:

2018 2017
Washington Metropolitan Area Transit
Authority (WATA) - park land $ 2,111,321 $ 2,073,139
WMATA - tree and shrub replacement 1,406,692 1,386,049
Wetland mitigation - Everglades National ~ 36,576,396 33,273,675
Park
Other 530,603 518,207

Total funds managed as agent for
other entities $40,625,012 $37,251,070
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Funds Managed as Agent for Other Entities (continued)

The fund activity during the years ended September 30, 2018 and 2017 is as follows:

2018 2017
Balance, beginning of the year $ 37,251,070 $ 30,764,450
Receipts 4,476,431 6,234,242
Disbursements (3,138,856) (3,046,191)
Investment income, net 2,036,367 3,298,569
Balance, end of the year $ 40625012 $ 37,251,070

Fair VValue Measurements

The Foundation records its investments based on fair value on a recurring basis.
Financial accounting and reporting standards define fair value as the price that would be
received to sell an asset or paid to transfer a liability (i.e., the exit price) in an orderly
transaction between market participants at the measurement date. The standards
emphasize that fair value is a market-based measurement, not an entity specific
measurement. Therefore, a fair value measurement should be determined based on the
assumptions that market participants would use in pricing the asset or liability.

As a basis for considering market participant assumptions in fair value measurements, the
new standards established a fair value hierarchy that distinguishes between market
participant assumptions based on market data obtained from sources independent from
the reporting entity (observable inputs that are classified within level 1 and 2 of the
hierarchy) and the reporting entity’s own assumptions about market participant
assumptions (unobservable inputs classified within level 3 of the hierarchy).

The fair value levels are as follows:

Level 1: Inputs that utilize unadjusted quoted prices in active markets for identical
assets or liabilities that the Foundation has the ability to access at the
measurement date.
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16. Fair Value Measurements (continued)

Level 2: Inputs other than quoted prices included in Level 1that are observable for
the assets or liabilities, either directly or indirectly. Level 2 inputs may include
quoted prices for similar assets or liabilities in active markets, as well as inputs
that are observable for the assets or liabilities (other than quoted prices), such as
interest rates, foreign exchange rates and yield curves that are observable at
commonly quoted intervals.

Level 3: Inputs that are unobservable for the assets or liabilities, which are
typically based on an entity’s own assumptions, as there is little, if any, related
market activity.

The determination of the fair value level within which the entire fair value measurement
falls is based on the lowest level input that is significant to the fair value measurement in
its entirety. The Foundation’s assessment of the significance of the particular input to the
fair value measurement in its entirety requires judgment and considers factors specific to
the assets or liabilities.

The availability of observable market data is monitored to assess the appropriate
classification of financial instruments within the fair value hierarchy. Changes in
economic conditions or model-based valuation techniques may require the transfer of
financial instruments from one fair value level to another. In such instances, the transfer
is reported as of the end of the reporting period. For the years ended September 30, 2018
and 2017 there were no significant transfers in or out of levels 1, 2 or 3.

Investments in money market and mutual funds (Note 3 and Note 15) are valued at the net
asset value of shares held by the Foundation at year-end reported in the listing of the
applicable major exchanges.

The following summarizes information about the fair value measurements used as of
September 30, 2018 and 2017:

2018 2017 Input Level
Investments
(Notes 2 and 3) $129,586,721  $ 84,534,863 1
Funds managed as agent
for other entities - Investments $ 40,625,012 $ 37,251,070 1

(Note 15)
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Concentrations

As of September 30, 2018, pledges receivable from two donors represented
approximately 50% of total pledges receivable.

As of September 30, 2017, pledges receivable from two donors represented
approximately 52% of total pledges receivable.

Government Support

Commemorative Coin Proceeds

During 2017, the Foundation was the recipient of $2,228,780 from the U.S. Mint for the
sale of coins in commemoration of the 100" anniversary of the establishment of the
National Park Service in accordance with Public Law 113-291 and The Carl Levin and
Howard P. “Buck” McKeon National Defense Authorization Act of Fiscal Year 2015.
The proceeds must be designated for use by the parks and programs of the National Park
Service. As of September 30, 2017, the Foundation had not designated how the proceeds
would be spent. Accordingly, the Foundation recorded deferred revenue of $2,228,780,
the total amount of proceeds received from the U.S. Mint at September 30, 2017.

During 2018, the Foundation spent $1,839,730 of the U.S. Mint proceeds on designated
programs, which amount was recognized with management and other income on the 2018
statement of activities. The balance of the unspent proceeds totaling $389,050 is recorded
as deferred revenue at September 30, 2018.

National Park Service Endowment

During 2018 and 2017, the Foundation was awarded an endowment of $10,000,000 each
year under the National Park Service Centennial Act. At September 30, 2018, the corpus
of the National Park Service endowment totaled $20,000,000. Endowment earnings
totaled $645,880 for the year ended September 30, 2018. The earnings are to be used to
help finance the needs of the parks and programs of the National Park Service.
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NATIONAL PARK FOUNDATION
SUPPLEMENTAL SCHEDULE OF FUNCTIONAL EXPENSES
Year Ended September 30, 2018

Program General and

Services Administrative  Fundraising Total
Salaries and related benefits $ 2392822 $ 3570,779 $ 3,881,488 $ 9,845,089
Program grants 23,076,103 - - 23,076,103
In-kind 667,365 9,738,527 - 10,405,892
Direct response - - 8,449,959 8,449,959
Professional services 6,264,052 1,866,131 1,736,511 9,866,694
Staff development and subscription 49,242 124,810 82,330 256,382
Supplies, phone and postage 39,694 64,942 180,944 285,580
Communications 320,710 395,133 62,895 778,738
Staff travel 162,320 213,439 190,202 565,961
Meetings and events 2,141,018 208,155 347,684 2,696,857
Facilities, net, and insurance 332,283 1,323,955 - 1,656,238
Bank charges and other 17,164 97,724 199,867 314,755
Indirect costs and management fees 1,785,275 50,481 - 1,835,756

$ 37,248,048 $ 17,654,076 $ 15,131,880 $ 70,034,004
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