KANSAS MASONIC FOUNDATION, INC.

FINANCIAL STATEMENTS
MARCH 31, 2021 AND 2020

TOGETHER WITH INDEPENDENT AUDITOR’S REPORT

Topeka « Lawrence - Shawnee - Salina « Meriden ssccpas.com



Table of Contents

Page

Numbers
Independent Auditor’s report 1-2
Financial Statements:
Statements of Financial Position 3
Statements of Activities 4
Statements of Functional Expenses 5-6
Statements of Cash Flows 7
Notes to Financial Statements 8-23

Topeka « Lawrence - Shawnee - Salina - Meriden ssccpas.com



S SSC Independent

CPAs, P Auditor’s Report

To the Board of Directors
Kansas Masonic Foundation, Inc.

We have audited the accompanying financial statements of the Kansas Masonic Foundation, Inc. (the
Foundation) which comprise the statements of financial position as of March 31, 2021 and 2020 and the
related statements of activities, functional expenses and cash flows for the years then ended, and the
related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the 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
qualified audit opinion.

Basis for Qualified Opinion

We were unable to obtain audited financial statements supporting the Foundation’s investment in United
Development Funding Land Opportunity Fund Investors LP stated at $845,425 at March 31, 2021 and 2020;
nor were we able to obtain sufficient appropriate audit evidence about the carrying value of the investment
by other auditing procedures.
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As described in Note 16 to the financial statements, the Foundation has not recorded the liability associated
with five commitments of funding to universities treated as conditional which we believed to be
unconditional. In our opinion, accounting principles generally accepted in the United States of America
require that unconditional pledges to give be recorded at present value at the date of the commitment as
a liability. The effects on the accompanying financial statements of the failure to record nondiscounted
unconditional pledges to give results in an understatement of liabilities and an overstatement of net assets
without donor restrictions of $3,600,000 and $3,900,000 as of March 31, 2021 and 2020, respectively.

Qualified Opinion

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion
paragraph, the financial statements referred to above present fairly, in all material respects, the financial
position of the Kansas Masonic Foundation, Inc. as of March 31, 2021 and 2020, and the change 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.

QS¢ CRA: PA

SSC CPAs, P.A.
Topeka, KS
August 13, 2021
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KANSAS MASONIC FOUNDATION, INC.
STATEMENTS OF FINANCIAL POSITION

March 31, 2021 2020
ASSETS

Current assets

Cash and cash equivalents S 1,386,205 S 398,120
Accounts receivable, net 23,710 98,947
Student loan receivable, current, net 104,856 152,289
50th anniversary pledges receivable, current, net 241,740 318,205
Prepaid expenses 71,575 62,860
Total current assets 1,828,086 1,030,421
Other assets

Beneficial interest in trusts 436,593 360,976
Long-term investments 23,976,796 18,343,753
Property and equipment, net 10,121 14,651
Student loan receivable, noncurrent, net 291,169 443,247
50th anniversary pledges receivable, noncurrent, net 394,076 632,562
Other long-term assets 20,000 136,580
Total other assets 25,128,755 19,931,769
TOTAL ASSETS S 26,956,841 S 20,962,190
LIABILITIES AND NET ASSETS

Current liabilities

Accounts payable S 47,420 S 110,195
Deferred revenue 15,548 29,909
Total current liabilities 62,968 140,104
Long-term liabilities

Endowment payable 3,817,960 2,884,423
Due to beneficiaries 1,699,634 1,139,842
Annuity payable 3,605 4,756
Total long-term liabilities 5,521,199 4,029,021
Total liabilities 5,584,167 4,169,125
Net assets

Without donor restriction

Board designated 1,352,729 730,128
Undesignated 10,271,862 8,254,102
Total net assets without donor restrictions 11,624,591 8,984,230
With donor restriction 9,748,083 7,808,835
Total net assets 21,372,674 16,793,065
TOTAL LIABILITIES AND NET ASSETS S 26,956,841 $ 20,962,190

The accompanying notes are an integral part of the financial statements.
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KANSAS MASONIC FOUNDATION, INC.
STATEMENT OF FUNCTIONAL EXPENSES

For the year ended March 31, 2021
Program Management
services & general Fundraising Total

50th anniversary payments to universities S 270,000 S - S - S 270,000
Advertising and promotion 3,424 5,849 1,957 11,230
Bad debts 137,962 - - 137,962
Band 15,000 - - 15,000
C Club Expense 747 1,015 731 2,493
Computer expenses 14,015 56,696 7,695 78,406
Contributions, grants, and scholarships 715,308 - - 715,308
Depreciation 1,223 1,223 2,084 4,530
Employee benefits 14,809 19,413 7,552 41,774
Fundraising - - 40,097 40,097
Lodge activities 31,810 2,822 4,628 39,260
Office supplies 8,183 13,889 5,190 27,262
Other expenses 6,969 21,777 4,278 33,024
Payroll taxes 8,107 10,264 5,263 23,634
Printing and postage 7,190 9,128 11,089 27,407
Professional fees 16,326 20,203 9,882 46,411
Publications 2,376 7,276 1,990 11,642
Rent 4,416 5,586 3,877 13,879
Repairs and maintenance 2,812 4,146 1,607 8,565
Salaries 87,672 111,719 59,626 259,017
Travel and meetings 11,136 14,297 6,446 31,879
Utilities 4,252 5,511 2,621 12,384
Total expenses S 1,363,737 S 310,814 S 176,613 $1,851,164

The accompanying notes are an integral part of the financial statements.
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KANSAS MASONIC FOUNDATION, INC.
STATEMENT OF FUNCTIONAL EXPENSES

For the year ended March 31, 2020
Program Support
services services Fundraising Total

50th anniversary payments to universities S 1,192,700 S - S - $ 1,192,700
Advertising and promotion 2,745 2,745 4,677 10,167
Bad debts 77,606 - - 77,606
Band 15,000 - - 15,000
C Club Expense 1,755 1,755 3,735 7,245
Computer expenses 9,356 9,374 15,899 34,629
Contributions, grants, and scholarships 858,090 - - 858,090
Depreciation 1,231 1,231 2,097 4,559
Employee benefits 18,808 18,808 32,043 69,659
Fundraising 19,872 20,030 75,015 114,917
Lodge activities 22,608 2,019 6,307 30,934
Office supplies 7,354 7,354 12,529 27,237
Other expenses 7,663 28,869 12,977 49,509
Payroll taxes 7,729 7,729 13,168 28,626
Printing and postage 8,646 8,653 14,739 32,038
Professional fees 10,640 10,640 18,128 39,408
Publications 6,265 6,265 10,673 23,203
Rent 5,022 5,022 8,556 18,600
Repairs and maintenance 2,150 2,150 3,663 7,963
Salaries 108,138 108,138 184,234 400,510
Travel and meetings 14,364 14,522 24,607 53,493
Utilities 3,176 3,176 5,411 11,763
Total expenses S 2,400,918 S 258,480 S 448,458 S 3,107,856

The accompanying notes are an integral part of the financial statements. Page 6



KANSAS MASONIC FOUNDATION, INC.
STATEMENTS OF CASH FLOWS

For the years ended March 31, 2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets S 4,579,609 (4,375,227)
Adjustments to reconcile the change in net assets to net cash

provided by operating activities:

Depreciation 4,530 4,559
Non-cash investment (earnings) losses, net of fees (5,430,116) 1,732,829
Non-cash stock transfer (1,042,163) -
Increase in allowance for bad debt 137,962 -
Gain on sale of property and equipment (322,316) -
Paycheck Protection Program loan forgiveness (100,300) -
Decrease (increase) in operating assets

Accounts receivable 75,237 69,837
50th anniversary pledges receivable 200,287 231,049
Prepaid expenses (8,715) (49,094)
Beneficial interest in trusts (75,617) 14,024
Increase (decrease) in operating liabilities

Accounts payable (62,775) 69,507
Deferred revenue (14,361) 2,780
Endowment payable 933,537 (532,170)
Due to beneficiaries 559,792 93,658
Liability under split interest agreement - (567)
Annuity payable (1,151) (1,100)
NET CASH USED IN OPERATING ACTIVITIES (566,560) (2,739,915)
CASH FLOWS FROM INVESTING ACTIVITIES:

Payments received on student loans 176,213 425,687
Proceeds from sale of investments 12,148,092 11,263,594
Purchase of investments (11,308,856) (8,563,748)
Proceeds from sale of property and equipment 438,896 -
Purchase of property and equipment - (12,053)
NET CASH PROVIDED BY INVESTING ACTIVITIES 1,454,345 3,113,480
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of long-term debt 100,300 -
NET CASH PROVIDED BY FINANCING ACTIVITIES 100,300 -
Net increase in cash and cash equivalents 988,085 373,565
Cash and cash equivalents, beginning of year 398,120 24,555
Cash and cash equivalents, end of year S 1,386,205 398,120
The accompanying notes are an integral part of the financial statements. Page 7



KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

Note 1 — Description of organization

The Kansas Masonic Foundation, Inc. is a non-profit organization incorporated in 1966 for the purposes of
educational, charitable, and scientific endeavors. The Foundation’s major program is to support cancer
research and education programs at the Kansas Masonic Cancer Research Institute. Other programs include
providing educational loans and scholarships to Kansas college students.

Note 2 — Summary of accounting policies

Basis of accounting
The financial statements of the Foundation have been prepared on the accrual basis in conformity with
accounting principles generally accepted in the United States of America (GAAP).

Basis of presentation

Under GAAP, net assets, revenues, expenses, gains and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets of the Foundation and changes therein are
classified and reported as follows:

Net assets without donor restrictions — Net assets without donor restrictions are resources available to
support operations. The only limits on the use of these net assets are the broad limits resulting from the
nature of the organization, the environment in which it operates, the purposes specified in its corporate
documents and its application for tax-exempt status, and any limits resulting from contractual agreements
with creditors and others that are entered into in the course of its operations. The Board of Directors has
designated from net assets without donor restrictions, net assets for the establishment of board designated
endowments. These amounts are available for expenditure at the discretion of the Board for certain, specific
purposes or projects.

Net assets with donor restrictions — Net assets with donor restrictions are resources that are restricted by
donors for use for a particular purpose or in a particular future period. Some donor-imposed restrictions are
temporary in nature, and the restriction will expire when the resources are used in accordance with the
donor’s instructions or when the stipulated time has passed. Other donor-imposed restrictions are perpetual
in nature; the organization must continue to use the resources in accordance with the donor’s instructions.

Cash and cash equivalents

The Federal Deposit Insurance Corporation insures amounts held by each institution in the Foundation’s
name up to $250,000. At various times during the fiscal year, the Foundation’s cash in bank balances
exceeded the federally insured limits.

For the statement of cash flows, cash and cash equivalents include cash in checking and savings accounts.

Property and equipment

Property and equipment are stated at cost. Expenditures for additions and improvement that significantly
add to the productive capacity or extend the useful life of an asset are capitalized. Expenditures for
maintenance and repairs are charged to expense currently.

Page 8



KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

Depreciation is determined on the straight-line basis with estimated useful lives as follows:

Furniture and equipment 5—7years

Software 3 years

Computer 3 years
Investments

Investments received by the Foundation by gift, bequest or devise are stated at their fair value as of the date
of receipt. Fair value is determined by appraisal, quoted market, etc. At year-end, investments are stated at
fair market value. Investment Income or loss (including gains and losses on investments, interest, and
dividends) is included in the statement of activities as increases and decreases in net assets without donor
restrictions unless the income or loss is restricted by donor or law. Investment securities are exposed to
various risks, such as interest rate, market fluctuation and credit risk. Due to the level of risk associated with
certain investment securities, it is reasonably possible that changes in risks in the near term would materially
affect investments and the amounts reported in the statements of financial position.

Advertising costs
The Foundation expenses advertising costs as they are incurred. Advertising expense for the years ended
March 31, 2021 and 2020 was $11,230 and $10,167, respectively.

Use of estimates

Management uses estimates and assumptions in preparing financial statements in accordance with
accounting principles generally accepted in the United States of America. Those estimates and assumptions
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and
the reported revenues and expenses. Actual results could vary from the estimates that were used.

Income taxes
The Foundation is a not-for-profit organization as described in Section 501(c)(3) of the Internal Revenue Code
and is exempt from federal income taxes on related income pursuant to Section 501(a) of the Code.

Expense allocation

The costs of providing various programs, fundraising, and other activities have been summarized on a
functional basis in the statement of functional expenses. Expenses that can be identified with a specific
program or support service are charged directly to that program or support service. Costs common to
multiple functions have been allocated among the various functions benefited using a reasonable allocation
method that is consistently applied. The Foundation allocates costs across programs on the basis of periodic
time and expense studies. The basis on which costs are allocated is evaluated periodically as needed and
more often when new space or programs are added.

General and administrative expenses include those costs that are not directly identifiable with any specific
program, but which provide for the overall support and direction of the Foundation.

Student loan receivable

Student loan receivables are carried at unpaid principal balances, less an allowance for estimated
uncollectible amounts and unearned discounts. Management’s periodic evaluation of the adequacy of the
allowance is based on past loan loss experience, specific impaired loans, adverse situations that may affect
the borrower’s ability to repay, and current economic conditions. Past due status is determined based on
contractual terms. Loans are considered impaired if full principal or interest payments are not anticipated in
accordance with the contractual terms. The Foundation’s practice is to charge off any loan or portion of a
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KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

loan when the loan is determined by management to be uncollectible due to the borrower’s failure to meet
repayment terms, the borrower’s deteriorating or deteriorated financial condition, or for other reasons.
Interest is not accrued on outstanding loans until they are in repayment status upon the student’s completion
or withdraw from school. At the time the loan enters the repayment phase, interest is recognized over the
term of the loan and is calculated using the simple-interest method on principal amounts outstanding.

Pledges receivable

Pledges are recorded as a receivable and revenue when pledged. Unconditional pledges receivable that are
expected to be received within one year are recorded at their net realizable value. Unconditional pledges
receivable that are expected to be collected in future years are recorded at the present value of the estimate
future cash flows. The discounts on those amounts are determined using the risk-free rates applicable to the
years in which the pledges are received. On a periodic basis, the Foundation evaluates its pledges receivable
and determines the necessity for an allowance for doubtful accounts, based on history of past write-offs,
collection and other current conditions. As of March 31, 2021 and 2020, the Foundation has recorded an
allowance for uncollectible pledges of $596,900 and $550,000, respectively. A pledge receivable is written
off when it is determined that all collection efforts have been exhausted. Because of the inherent
uncertainties in estimation the present value and allowance for doubtful accounts, it is at least reasonably
possible that the estimates used will change within the near term.

The Foundation has been notified of additional intentions to give that are expected to be collected in future
periods, principally through wills and revocable trusts. As such, these intentions to give are considered
conditional and have not been recorded in the financial statements.

Contributions

Gifts of cash and other assets received without donor stipulations are reported as revenue and net assets
without donor restrictions. Gifts received with a donor stipulation that limits their use are reported as
revenue and net assets with donor restrictions. When a donor stipulated time restriction ends or purpose
restriction is accomplished, net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the consolidated statements of activities as net assets released from restrictions.
Gifts having donor stipulations which are satisfied in the period the gift is received are reported as revenue
and net assets without donor restrictions.

Conditional gifts depend on the occurrence of a specified future and uncertain event to bind the potential
donor and are recognized as assets and revenue when the conditions are substantially met and the gift
becomes unconditional.

Pending accounting pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in the ASU supersedes the
leasing guidance in Topic 840, Leases. Under the new guidance, leases will be classified as either finance or
operating with classification affecting the pattern of expense recognition in the statement of activities. The
new standard is effective for fiscal years beginning after December 15, 2021, including interim periods within
those fiscal years.

In September 2020, the FASB issued ASU 2020-07, Not for Profit Entities (Topic 958), Presentation and
Disclosure by Not-for-Profit Entities for Contributed Nonfinancial Assets. The amendments in this update
improve financial reporting by providing new presentation and disclosure requirements about contributed
nonfinancial assets for not-for-profits, including additional disclosure requirements for recognized
contributed services. The amendments in this update should be applied on a retrospective basis and are
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KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

effect for annual periods beginning after June 15, 2021. Early adoption is permitted. The Organization has
not yet implemented this ASU and is currently evaluating the impact of the adoption of this standard on the
financial statements.

Recently adopted accounting guidance

Effective January 1, 2020, the Organization adopted the provisions of Financial Accounting Standards Board
(FASB) Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606), as
amended. ASU 2014-09 applies to exchange transactions with customers that are bound by contracts or
similar arrangements and establishes a performance obligation approach to revenue recognition. Results for
reporting the years ending March 31, 2021 and 2020 are presented under FASB ASC Topic 606. The ASU has
been applied retrospectively to all periods presented, with no effect on net assets or previously issued
financial statements.

Note 3 - Liquidity and availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of the statement of financial position date, comprise the following:

2021 2020
Cash and cash equivalents S 1,386,205 S 398,120
Investments (less illiquid amounts) 21,017,677 15,879,026
Accounts receivable 23,710 98,947
Student loan receivable — current 104,856 152,289
Pledges receivable — current 241,740 318,205
Total financial assets as of year end 22,774,188 16,846,587
Less financial assets held for other purposes:
Board designated net assets (1,352,729) (730,128)
Net assets with donor restrictions (9,748,083) (7,808,835)
Endowment payable (3,817,960) (2,884,423)
Amounts held in agency transactions (1,699,634) (1,139,842)
Financial assets available to meet cash needs for general
expenditures within one year S 6,155,782 S 4,283,359

The above table reflects board designated funds, net assets with donor restrictions for purpose and for time,
and other investments held in agency transactions as unavailable because it is the Foundation’s intention to
invest those resources for the long-term support of the Foundation or because they are restricted for a
purpose beyond meeting general expenditures. The amount remaining in the investment fund that does not
have donor restrictions is intended to be invested for the long-term support of the Foundation. However, in
the case of need, the Board of Directors could appropriate additional resources from these investments.
Note 10 provides more information about the endowment funds, including the spending policies. In addition
to the financial assets available to meet general expenditures over the next 12 months, the Foundation
anticipates collecting revenue to cover a portion of the general expenditures. The Foundation regularly
monitors liquidity to meet its operating needs and other contractual commitments, while also striving to
maximize the investment of its available funds. As part of the liquidity management plan, the Foundation
invests cash in excess of regular requirement in investments.
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KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

Note 4 — Property and equipment

Property and equipment consisted of the following at March 31:

2021 2020
Furniture and fixtures S 10,304 S 10,304
Computer equipment 12,600 12,600
Equipment 10,435 10,435
Less accumulated depreciation (23,218) (18,688)
Property and equipment, net S 10,121 S 14,651

Depreciation expense for the years ended March 31, 2021 and 2020 was $4,530 and $4,559, respectively.
Note 5 — 50" anniversary pledges receivable

During the year ended March 31, 2016, the Foundation launched a 50™ Anniversary “Building Kansas”
Campaign. This campaign requested multi-year pledges to support the nine foundational campaign pillars.

50™ anniversary pledges receivable represent unconditional promises to give as follows:

2021 2020
Unconditional promises to give S 1,350,741 $ 1,640,974
Less unamortized discount (118,025) (140,207)
Less allowance for uncollectible pledges receivable (596,900) (550,000)
50" anniversary pledges receivable, net S 635816 S 950,767

Pledges receivable with due dates extending beyond one year are discounted using Treasury Bill rates for
similar term investments in the year the pledge is originally recorded.

The pledges receivable are due as follows at March 31, 2021 and 2020:

2021 2020
In one year or less (included in current assets) S 241,740 S 318,205
Between one year and five years 701,404 830,035
More than five years 407,597 492,734
Total 50" anniversary pledges receivable S 1,350,741 S 1,640,974

Note 6 — Fair value measurements

Financial reporting standards establish a three-level valuation hierarchy for disclosure of fair value
measurements. The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset
or liability as of the measurement date. A financial instrument’s categorization within the valuation hierarchy
is based upon the lowest level of input that is significant to the fair value measurement. The three levels are
defined as follows:

Level 1 — Inputs to the valuation methodology are unadjusted quotes prices for identical assets or liabilities
in active markets.
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KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

Level 2 — Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active
markets, and inputs that are observable for the asset or liability, either directly or indirectly, for substantially
the full term of the financial instrument.

Level 3 — Inputs to the valuation methodology are unobservable and significant to the fair value

measurement.

Management endeavors to utilize the best available information in measuring fair value. The following table
summarizes the best valuation of assets and liabilities measured at fair value by the above pricing level as of

March 31, 2021 and 2020.

2021 Fair value Level 1 Level 2 Level 3

Assets
Investments — publicly-held
Money market funds S 18,551 S 18,551 - S -
Fixed income 5,477,390 5,477,390 - -
Mutual funds 9,540,501 9,540,501 - -
Savings bonds 30,000 30,000 - -

S 15,066,442 $ 15,066,442 - S -

NAV investments
Alternative investments
Equities — domestic 175,254
Equities — international 5,666,371
Private equity 2,115,732
Subtotal 7,957,357
Limited partnerships
Equities — opportunistic 59,111
Real assets 893,886
Subtotal 952,997
Total NAV Investments 8,910,354
Total Investments S 23,976,796
Other assets
Beneficial interest in trust S 436,593 S - - S 436,593
Gift annuities 20,000 - - 20,000
Liabilities
Endowment payable 3,817,960 - - 3,817,960
Annuity liability 3,605 - - 3,605
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KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

2020 Fair value Level 1 Level 2 Level 3
Assets
Investments — publicly-held
Money market funds S 411,948 S 411,948 - S -
Fixed income 1,797,922 1,797,922 - -
Savings bonds 30,000 30,000 - -
S 2,239,870 S 2,239,870 S - S -
NAV investments
Alternative investments
Equities — international 4,666,520
Equities - international 4,719,079
Private equity 1,746,636
Bond funds 4,031,226
Subtotal 15,163,461
Limited partnerships
Equities — opportunistic 48,953
Real assets 891,469
Subtotal 940,422
Total NAV Investments 16,103,883
Total Investments S 18,343,753
Other assets
Beneficial interest in trust S 360,976 S - S - S 360,976
Gift annuities 20,000 - - 20,000
Liabilities
Endowment payable 2,884,423 - - 2,884,423
Annuity liability 4,756 - - 4,756

The following is a reconciliation of the Foundation’s assets and liabilities measured at fair value on a recurring
basis using significant unobservable inputs (Level 3) for the years ended March 31, 2021 and 2020:

Assets 2021 2020

Total Level 3 — beginning of the year S 380,976 S 395,000
Change in value of beneficial interest in trust 75,617 (14,024)
Total Level 3 — end of the year S 456,593 S 380,976
Liabilities 2021 2020

Total Level 3 — beginning of the year S 2,889,179 $§ 3,397,065
Change in annuity liability (1,151) (1,100)
Change in value of endowment payable 933,537 (506,786)
Total Level 3 — end of the year S 3,821,565 S 2,889,179
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The table below summarizes the fair value and other pertinent liquidity information of the alternative
investment funds and investments in limited partnerships included in investments by major category as of
March 31:

2021 2020 Redemption Redemption

Fair value Fair value Frequency Notice Period

Equities — domestic S 175,254 S 4,666,520 Monthly 5-30 days
Equities - opportunistic 59,111 48,953 Quarterly 60-90 days
Equities — international 5,666,371 4,719,079 Monthly 5-30 days
Private equity 2,115,732 1,746,636 Illiquid N/A
Real assets 893,886 891,469 Quarterly 60 days
Fixed income - 4,031,226 Monthly 5-30 days

$ 8,910,354 S 16,103,883

The Foundation has investments in certain limited partnerships which have capital commitments outstanding
at March 31, 2021 and 2020 as follows:

2021 2020
Summit Strategies COI Fund I, LP S 86,710 S 86,710
Summit Private Capital 261,750 304,500
Total capital commitments S 348,460 S 391,210

These funds are Private Equity Limited Partnerships and are currently illiquid. In the first several years each
fund will call portions of what Kansas Masonic Foundation has committed. It is expected within 5 to 7 years
of initial investment, the fund will start liquidating and distributions will be made to the Foundation. The
intent of each fund is to be fully distributed and liquidated within 10 years.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
market participants used to make valuation decisions, including assumptions about risk. Inputs may include
market price information, volatility statistics, specific and broad credit data, liquidity statistics and other
factors. The classification of a financial asset within the valuation hierarchy is based upon the lowest level of
input that is significant to the fair value measurement.

However, the determinate of what constitutes “observable” requires significant judgement by management.
Management considers observable data to be that market data which is readily available, regularly
distributed or updated, reliable and verifiable, not proprietary and provided by multiple, independent
sources that are actively involved in the relevant market. The categorization of a fund within the hierarchy is
based upon the pricing transparency of that fund and does not necessarily correspond to management’s
perceived risk of that fund.

Following is a description of the valuation methodologies used for significant assets measured at fair value
with the exception of the United Development Funding Land Opportunity Fund Investors LP. The Foundation
was unable to obtain the fair value as of March 31, 2021 and 2020, which is the basis for the qualified opinion.
There have been no changes in the methodologies used during the years ended March 31, 2021 and 2020.

Publicly-held Securities

Publicly-held equity and debt investments that are traded on an active exchanged are valued at the quoted
market prices based on the last sale price on the measurement date. Quoted market prices in an active
market are classified as a Level 1 input. If an active market does not exist for such publicly-held equity
investments, alternative valuation models using Level 2 or Level 3 inputs may be used to determine fair value.
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Beneficial Interest in Trusts
Fair value for the beneficial interest in trusts is determined based on the present value of the expected future
cash flows from the trust.

Alternative Investment Funds

Alternative investment funds are generally valued at the reported value provided by or on behalf of the
investment fund, which valuations are prepared in accordance with such investment fund’s governing
documents. Management considers this a reliable representation of fair value if the investment fund is
accepting subscriptions and processing redemptions based on this reported value. Management may take
discounts to supplied net asset valuations where the Fund cannot verify the accuracy or where liquidity is
restricted. The amount of liquidity provided to redemptions is dictated by such fund’s governing documents.
The amount of liquidity provided to investors in a particular fund is generally consistent with the liquidity
and risk associated with the underlying portfolio (i.e. the more liquid the investment in the portfolio, the
greater the liquidity provided to the investors). Liquidity of individual hedge funds varies based on various
factors and may include “gates”, “holdbacks” and “side pockets” imposed by the manager of the hedge fund,
as well as redemption fees which may also apply. As these investments are generally illiquid in whole or in
part, they are generally classified as net asset value investments (NAV).

Because of the inherent uncertainty of valuation of investments in alternative investment funds, the
estimated fair values used for these investments may differ significantly from values that will eventually be
realized upon an actual liquidation of the investment, and such differences could be material.

Limited Partnerships

Management generally uses the capital balance reported by the investee as the primary input to its valuation;
however, adjustments to the reported capital balance may be made based on various factors, including any
restrictions or illiquidity on such interests.

Liabilities

Fair value for the endowment payable and gift annuity liabilities is determined based on the present value
of the expected future cash flows to be paid to beneficiaries or other organizations under various
agreements. The fair value option was chosen to measure these liabilities in order to eliminate changes in
net assets from being reported that are not representative of economic events as the related investments
are reported at fair value and unrealized gains and losses recorded on those assets.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Foundation believes its
valuation methods are appropriate and consistent with other market participants, the instruments could
result in a different fair value measurement at the reporting date.

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 at the beginning of the reporting period.

Management evaluated the significance of transfers between levels based upon the nature of the financial
instruments and size of the transfer relative to total assets. For the years ended March 31, 2021 and 2020,
there were no significant transfers between Levels 1, 2 or 3.
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Note 7 — Beneficial interest in trusts

Beneficial interest in Buechner Trust — The Foundation has been named a remainder beneficiary of the
Buechner Trust. The Foundation does not exercise control over the trust assets. Under the trust, the income
beneficiaries are to receive a distribution from the trust each year. Upon the death of the income
beneficiaries, 30% of the remaining assets will be distributed to the Foundation. The amount received by the
Foundation is to be invested in perpetuity with earnings used for purposes as specified by the donor. The
Foundation has recorded a donor restricted asset for the beneficial interest in the trust in the amount of
$335,760 and $277,850 as of March 31, 2021 and 2020, respectively. The beneficial interest in the trust asset
is recorded at fair value, which is measured at the present value of the estimated future cash flows. The
income beneficiary’s life expectancy and a discount rate of 7% was used in determining the present value of
the estimated future cash flows from the trust.

Beneficial interest in Fellers Trust — The Foundation has been named as a beneficiary of the Fellers Trust. As
a beneficial interest in a perpetual trust, the Foundation is receiving 18.2% of the earning each year. The
Foundation has recorded a donor restricted asset for the beneficial interest in trust in the amount of $83,321
and $67,169 as of March 31, 2021 and 2020, respectively. As a perpetual trust, the fair value of the
Foundation’s interest in the trust is calculated as their proportionate share of the total value of the plan
assets. Income received from the trust is restricted to certain purposes as designated by the donor.

Beneficial interest in Heide Trust — The Foundation has been named as a beneficiary of the Heide Trust. As a
beneficial interest in a perpetual trust, the Foundation is receiving 1.5% of the earning each year. The
Foundation has recorded a donor restricted asset for the beneficial interest in trust in the amount of $17,513
and $15,957 as of March 31, 2021 and 2020, respectively. As a perpetual trust, the fair value of the
Foundation’s interest in the trust is calculated as their proportionate share of the total value of the plan
assets. Income received from the trust is restricted to certain purposes as designated by the donor.

Assets held in Neiswender Trust and liability under split interest agreement — The Foundation is the trustee
of the Raymond Neiswender Trust, which is a perpetual trust. During the year ended March 31, 2018, the
Foundation explored ways to obtain sole interest of the trust as the cost of administration due to the number
of beneficiaries receiving income distributions was quite extensive, annually. The Foundation contacted all
beneficiaries to discuss dissolution of the trust which was ultimately agreed to by all parties either through
donation of interest to the Foundation or negotiated settlement based on proportionate share of the value
of the assets held in the trust and projected earnings, leaving the Foundation as the sole beneficiary of the
trust. Accordingly, the remining assets included cash, savings bond and farm real estate were added to the
Foundation’s assets and reported on the statement of financial position in their respective
classifications. During the current year, the Foundation gained court approval to dissolve the trust and sell
the assets, which were held within the trust. The Foundation reported a gain on sale of assets totaling
$322,316 for the year ended March 31, 2021.

Beneficial interest in other trusts — The Foundation has been named a remainder beneficiary in various other
trusts, but the Foundation does not have all of the information necessary to calculate the present value of
the expected future cash flows and as a result has not recorded the beneficial interest in these trusts in the
accompanying financial statements. The Foundation will receive a portion of the assets remaining upon the
death of the income beneficiaries.
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Note 8 — Endowment payable

Endowment payable includes amounts due to the University of Kansas Endowment Association (KU) under
agreements that pledge all future earnings on specific Foundation investments to KU. The endowment
payable liability was initially recorded at fair value and is revalued each year. Since these agreements require
that earnings are to be paid to KU in perpetuity along with a transfer of the original investments to KU should
the Foundation cease to exist, the fair value of this liability has been determined to be equal to the fair value
of the investments held by the Foundation.

Note 9 — Due to beneficiaries

Various organizations or donors have transferred assets to the Foundation through an agency transaction.
The Foundation has no variance power over the funds; accordingly, the foundation has recognized the assets
received as a liability in the accompanying statement of financial position.

Note 10 — Restricted net assets

Net assets are restricted for the following purposes as of March 31:

2021 2020
Restricted for purpose:
Student loans and scholarships S 5,847,959 S 4,106,428
Charitable and scientific purpose endowment 595,163 473,063
Amounts to be held in perpetuity:
Student loan and scholarships endowment 1,986,575 1,986,575
Charitable and scientific purpose endowment 1,318,386 1,242,769
Total S 9,748,083 S 7,808,835

Note 11 — Pension plans

The Foundation has a simplified employee pension plan that includes all eligible employees. The Foundation
contributed 5% of eligible compensation during fiscal years 2021 and 2020.

The Foundation also has a tax-deferred 403(b) qualified retirement plan for all eligible employees. The plan
allows eligible participants to defer a percentage of their salary to the plan. All participants are 100% vested
upon entering the plan, and employee contributions are non-forfeitable at all times. During fiscal year 2021
and 2020, the Foundation elected to contribute 50% of each participant’s deferral up to 3% of eligible
compensation.

Total pension expense for all plans for the years ended March 31, 2021 and 2020 was $18,236 and $31,759,
respectively.

Note 12 - Endowment funds

The Foundation’s endowment funds have been established for a variety of purposes to provide income in
support of certain designated activities. Endowments include donor-designated and Board designated funds
and are classified and reported in net assets based on the existence or absence of donor-imposed
restrictions.
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During 2008, Kansas adopted the Uniform Prudent Management of Institutional Funds Act (UPMIFA), which
provides guidance and authority to charitable organizations regarding the management and investment of
endowment funds.

The Board of Directors has interpreted UPMIFA as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. The Foundation retains in perpetuity (a) the original value of the gifts donated to permanent
endowments, (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. Donor restricted amounts not retained in perpetuity are
subject to appropriation for expenditure by the Foundation.

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

e The duration and preservation of the funds

e The purpose of the Foundation and the donor-restricted endowment fund

e General economic conditions

e The possible effects of inflation or deflation

e The expected total return from income and the appreciation of investments
e Other resources of the Foundation

e The investment policies of the Foundation

The Foundation has adopted investment and spending policies for endowment assets that have long-term
investment objectives to preserve the purchasing power of the Foundation’s investments and to provide for
growing, spendable revenue stream to support the Foundation’s expense and mission. As the Foundation
has an infinite life and the investment horizon is long-term, reduction of volatility in the market value is a
secondary objective. In pursuing the Foundation’s investment objectives, management endeavors to achieve
a total return, net of all fees, that meets and exceeds relevant market indices over time.

In light of the portfolio’s long-term horizon, the portfolio can assume an above average level of risk, when
risk is defined as standard deviation of returns. Reasonable consistency of returns is desirable as a means of
providing stability to the process of managing the portfolio. The asset allocation and investment manager
structure should ensure adequate diversification in order to reduce the volatility of investment returns over
the long-term.

The Foundation has a policy of allowing for the appropriation for distributions each year, 5% of its average
investment fair value over the prior twelve quarters through the calendar year-end preceding the fiscal year
in which the distribution is planned. In establishing this policy, the Foundation considered the long-term
expected return on its endowment. This is consistent with the Foundation’s objective to maintain the
purchasing power of the endowment assets held in perpetuity or for a specified term as well as to provide
additional real growth through new gifts and investment return.
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Endowment net asset composition at March 31, 2021:

Without With
donor donor
2021 restriction restriction Total
Donor restricted endowments S - S 9,748,083 S 9,748,083
Board designated endowments 1,352,729 - 1,352,729
Total endowment funds S 1,352,729 S 9,748,083 S 11,100,812

Changes in endowment net assets for the year ended March 31, 2021 are as follows:

Without With
donor donor
restriction restriction Total
Endowment net assets,
beginning of year S 730,128 S 7,808,835 S 8,538,963
Contributions 243,937 178,938 422,875
Investment return 378,664 2,250,367 2,629,031
Change in beneficial interest - 75,617 75,617
Appropriated for expenditure - (565,674) (565,674)
Endowment net assets, end of year S 1,352,729 S 9,748,083 S 11,100,812
Endowment net asset composition at March 31, 2020:
Without With
donor donor
2020 restriction restriction Total
Donor restricted endowments S - S 7,808,835 S 7,808,835
Board designated endowments 730,128 - 730,128
Total endowment funds S 730,128 S 7,808,835 S 8,538,963
Changes in endowment net assets for the years ended March 31, 2020 are as follows:
Without With
donor donor
restriction restriction Total
Endowment net assets,
beginning of year S 1,036,925 S 9,975,015 $11,011,940
Contributions 300 125,026 125,326
Investment return (127,290) (545,504) (672,794)
Change in beneficial interest - (14,024) (14,024)
Appropriated for expenditure (179,807) (1,731,678) (1,911,485)
Endowment net assets, end of year S 730,128 S 7,808,835 S 8,538,963
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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 UPMIFA requires the Foundation to retain as a fund of perpetual
duration (underwater endowments). These deficiencies result from unfavorable market fluctuations and
continued appropriation for certain programs as deemed prudent by the Board of Directors. The Foundation
has interpreted UPMIFA to permit spending from underwater endowments in accordance with prudent
measures required under law. At March 31, 2020, there were deficiencies of underwater endowments in the
amount of $15,796. No endowments were underwater for the year ended March 31, 2021.

Included in the pledges receivable that have been recorded, is a pledge based on a verbal promise from one
donor to give $500,000 payable over 10 years. Since the pledge has been deemed revocable, it has been fully
reserved. The Foundation believes the entire amount will be collected, although the timing and amount of
payments cannot be determined. The balance of this pledge receivable at March 31, 2021 and 2020 was
$488,000.

Note 13 — Line of credit

The Foundation has a $1,000,000 line of credit maturing March 2022. The line of credit is secured by a
securities account control agreement dated November 25, 2019. Advances bear interest at 4.00%. There
were no outstanding advances on the line of credit for the years ending March 31, 2021 and 2020.

Note 14 — Paycheck Protection Program

As a result of significant disruption in the U.S. economy due to the outbreak of the COVID-19 coronavirus in
March 2020, Congress passed the CARES Act which allowed for small and medium sized businesses and
certain nonprofit organizations to apply for the Paycheck Protection Program (PPP). Businesses and
organizations could apply for a forgivable loan based on the average cost of an eight-week payroll cycle. The
Foundation applied for and received $100,300 through the PPP in April 2020. The Organization has received
full forgiveness and recognized the amount of the loan as revenue in the accompanying statements of
activities.

Note 15 — Operating lease

The Foundation leases its office space under an operating lease which commenced October 2020 and expires
September 2035. Monthly payments under the lease are $750 per month.

Future minimum rental payments due under the leases are as follows for the year ended March 31, 2021:

2022 S 9,581
2023 9,000
2024 9,000
2025 9,000
2026 9,900
Thereafter 108,600
Total S 155,081

Page 21



KANSAS MASONIC FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

Note 16 — Commitments to other organizations

The Foundation has elected to treat the following commitments as conditional and not record the expense
until the payment has been made or obligation fulfilled.

The Foundation has made promises to give to university foundations across Kansas that are not recorded as
a liability in the financial statements because the Foundation has deemed them conditional. These promises
to give are conditional on annual review and approval by the Foundation’s Board of Directors and available
funding. The terms of the conditional promises to give are as follows:

Conditional promises to give to Emporia State University Foundation entered into on March 27, 2015 for the
creation of the Kansas Masonic Literacy Center Fund. Total promise to give of $4,000,000 to be paid over ten
years. As of March 31, 2021 and 2020, $1,200,000 had been paid on this agreement.

Conditional promises to give to Kansas State University Foundation entered into on April 29, 2015 for the
creation of the Kansas Pride Excellence Fund. Total promise to give of $1,000,000 to be paid over five years.
As of March 31, 2021 and 2020, $600,000 had been paid on this agreement.

Conditional promises to give to Kansas State University Foundation entered into on April 29, 2015 for the
creation of the Kansas Entrepreneurship Challenge Excellence Fund. Total promise to give of $750,000 to be
paid over five years. As of March 31, 2021 and 2020, $450,000 had been paid on this agreement.

Conditional promises to give to Kansas State University Foundation entered into on April 11, 2015 for the
creation of the Military and Veteran Affairs Excellence Fund. Total promise to give was for $750,000 to be
paid over five years. As of March 31, 2020, $450,000 had been paid on this agreement. The Foundation’s
Board of Directors voted to not renew the agreement during the current year and the remaining funds will
not be remitted.

Conditional promises to give to Fort Hays State University Foundation entered into in March, 2016 for the
creation of the Kansas Masonic Adult Speech, Language and Hearing Services Fund. Total promise to give of
$250,000 to be paid over five years. As of March 31, 2021 and 2020, $150,000 had been paid on this
agreement.

Conditional promise to give to Kansas University Endowment Association entered into on May 7, 2019. The
Foundation has agreed to restrict $5,000,000 to support the operations of the Midwest Cancer Alliance. Until
such time that the Foundation has notified Kansas University Endowment Association that it has restricted
and designated the gift, the Foundation further commits to make an irrevocable additional donation of
$250,000 per year to Kansas University Endowment Association to support the operations of the Midwest
Cancer Alliance. If the Kansas University Cancer Center disbands Midwest Cancer Alliance or significantly
changes its purpose as reasonably determined by the Foundation, the Foundation may cease making gift
payments and additional donations to the Kansas University Endowment Association. As of March 31, 2021,
the Foundation has not designated or restricted the gift to Kansas University Endowment Association.

Note 17 — Risks and uncertainties
As a result of significant disruption in the U.S. economy due to the outbreak of the COVID-19 coronavirus in

2020, uncertainties have arisen which potentially may impact future operating results. The duration and
extent to which COVID-19 may impact financial performance is being monitored closely by management.
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Note 18 — Reclassifications

Certain reclassifications of prior year amounts have been made to conform to the current year presentation
with no effect on previously reported change in net assets.

Note 19 — Subsequent events
The Foundation has evaluated subsequent events through August 13, 2021, the date these financial

statements were available to be issued, and determined that no subsequent events have occurred that would
require recognition in these financial statements.
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