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Independent Auditor’s Report
Board of Trustees
San Antonio Medical Foundation
San Antonio, Texas
We have audited the accompanying financial statements of San Antonio Medical Foundation (the
Foundation), which comprise the Statements of Financial Position as of December 31, 2014 and
2013, the related Statements of Activities and Changes in Net Assets, 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 audits 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.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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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 Foundation as of December 31, 2014 and 2013, and the
changes in its net assets and cash flows for the years then ended, in accordance with accounting
principles generally accepted in the United States of America.

June 2, 2015
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Financial Statements

San Antonio Medical Foundation
Statements of Financial Position

2014

December 31,
Assets
Cash and cash equivalents
Accounts receivable
Investments
Land
Land improvements, net
Furniture and equipment, net
Other assets
Total Assets

$

2013

530,346
7,024,492
6,783,841
2,310,385
52,376
250

$

331,498
45,924
6,585,435
6,764,083
2,341,208
58,448
2,631

$ 16,701,690

$

16,129,227

$

$

4,210
15,280

Liabilities and Net Assets
Liabilities
Accounts payable and accrued liabilities
Grants payable
Deferred revenue
Total Liabilities
Net Assets
Unrestricted:
Board-designated for mission-related activities
Board-designated - operating reserve
Invested in property and equipment
Undesignated
Total Unrestricted
Temporarily restricted
Permanently restricted
Total Net Assets
Total Liabilities and Net Assets

3,630
256,000
28,687
288,317

19,490

500,000
750,000
9,146,602
4,981,525

500,000
750,000
9,163,739
4,664,260

15,378,127
528,991
506,255

15,077,999
525,483
506,255

16,413,373

16,109,737

$ 16,701,690

$

The accompanying notes are an integral part of these financial statements.
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16,129,227

San Antonio Medical Foundation
Statements of Activities and Changes in Net Assets

2014

Years ended December 31,
Changes in Unrestricted Net Assets
Revenue, Gains, and Other Support
Contributions
In-kind contributions
Administrative fees
Easement fees
Lease income, net of direct expenses
of $19,785 for 2014 and $23,927 for 2013
Fair value of leases in excess of lease rates
Interest and dividends
Realized and unrealized gain on investments
Net assets released from restrictions

$

63,024
27,240
82,163
131,190

2013

$

74,077
24,250
75,761
-

1,152,063
1,414,526
141,894
78,774
10,000

1,068,201
1,358,750
182,531
512,041
30,000

3,100,874

3,325,611

Expenses
Program:
Fair value of leases in excess of lease rates
Other
General and administrative
Fundraising

1,414,526
1,196,390
162,245
27,585

1,358,750
1,059,711
159,784
26,334

Total Expenses

2,800,746

2,604,579

Changes in Unrestricted Net Assets

300,128

721,032

Changes in Temporarily Restricted Net Assets
Dividends and interest
Realized and unrealized gain on investments
Net assets released from restrictions

12,297
1,211
(10,000)

9,867
84,544
(30,000)

Changes in Temporarily Restricted Net Assets

3,508

64,411

303,636

785,443

16,109,737

15,324,294

Total Revenue, Gains, and Other Support

Change in Net Assets
Net Assets, beginning of the year
Net Assets, end of year

$ 16,413,373

$

The accompanying notes are an integral part of these financial statements.
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16,109,737

San Antonio Medical Foundation
Statements of Functional Expenses

General and
Year ended December 31, 2014

Program
228,624
31,174

Administrative

Compensation
Consultants
Depreciation expense
Fair value of leases in excess of
lease rates
Donations:
Other
Wellness Coalition in-kind contribution
Insurance
Legal
Office:
Other
In-kind office rent
Promotion
Properties maintenance
Health Issues Event
Medical Center Alliance
Trustee meetings
Wellness Coalition of San Antonio
General Grants
Investment Management Fees

$

$

36,237
23,473
8,313

Total Expenses

$ 2,610,916

$

162,245

Compensation
Consultants
Depreciation expense
Fair value of leases in excess
of lease rates
Donations:
Other
Wellness Coalition in-kind contribution
Insurance
Legal
Office:
Other
In-kind office rent
Promotion
Properties maintenance
Health Issues Event
Medical Center Alliance
Trustee meetings
Wellness Coalition of San Antonio
Healthy Kids Initiative
Investment Management Fees

$

$

34,648
28,752
8,491

Total Expenses

$ 2,418,461

Fundraising
$

13,940
2,078

Total
$

278,801
23,473
41,565

1,414,526

-

-

1,414,526

32,000
15,689
9,056
9,764

300
2,991
-

-

32,300
15,689
12,047
9,764

20,702
27,410
51,800
2,326
100,000
8,845
100,000
559,000
-

24,022
4,631
2,503
8,845
50,930

1,907
9,660
-

24,022
27,240
39,573
51,800
2,326
100,000
17,690
100,000
559,000
50,930

$

27,585

$ 2,800,746

$

13,305
2,123

$

Year ended December 31, 2013
218,140
29,718
31,840

266,093
58,470
42,454

1,358,750

-

-

1,358,750

11,500
11,565
9,877
138,534

270
1,162
-

-

11,770
11,565
11,039
138,534

18,430
29,539
45,340
25,771
100,000
7,984
306,473
75,000
-

24,750
4,123
7,984
49,604

1,697
9,209
-

24,750
24,250
38,748
45,340
25,771
100,000
15,968
306,473
75,000
49,604

26,334

$ 2,604,579

$

159,784

$

The accompanying notes are an integral part of these financial statements.
5

San Antonio Medical Foundation
Statements of Cash Flows

2014

Years ended December 31,
Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation
Realized and unrealized (gain) on investments
(Increase) Decrease in accounts receivable
(Increase) Decrease in other assets
Increase (Decrease) in accounts payable
and accrued liabilities
Increase (Decrease) in grants payable
Increase (Decrease) in deferred revenue

$

303,636

2013

$

785,443

41,565
(79,985)
45,924
2,381

42,454
(596,585)
(45,924)
(2,631)

(580)
256,000
13,407

7,457
(18,005)

582,348

172,209

Cash Flows from Investing Activities
Proceeds from sale/maturity of investments
Purchase of investments
Purchase of land improvements
Purchase of furniture and equipment

261,894
(620,966)
(23,199)
(1,229)

79,604
(710,833)
(1,220)
(2,166)

Net cash (used in) investing activities

(383,500)

(634,615)

Net Increase (Decrease) in Cash

198,848

(462,406)

Cash and Cash Equivalents, beginning of year

331,498

793,904

Net cash provided by operating activities

Cash and Cash Equivalents, end of year

$

530,346

$

The accompanying notes are an integral part of these financial statements .
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331,498

San Antonio Medical Foundation
Notes to Financial Statements

1. Organization Purpose and Summary of Significant Accounting Policies
Organization Purpose
San Antonio Medical Foundation (the Foundation) is a nonprofit foundation organized under the
laws of the state of Texas and operated for charitable, scientific, and educational purposes. The
mission of the Foundation is to improve health care, advance biomedical science, and enhance
community well-being, by providing leadership and active stewardship of land and other assets.
Basis of Accounting
The financial statements of the Foundation are prepared on the accrual basis of accounting, which
follows accounting principles generally accepted in the United States of America (GAAP).
Basis of Reporting
The Foundation’s net assets are reported in the accompanying financial statements as described
below:
Unrestricted – Portion of the net assets that are not subject to donor-imposed restrictions.
Donor solicitations are to support the general purpose for which the Foundation was formed
and, as such, all contributions are considered unrestricted for purposes of these financial
statements.
Temporarily Restricted – Portion of the net assets that are subject to donor-imposed and/or
time restrictions. When the restriction is met, the temporarily restricted net assets are
reclassified as unrestricted net assets. Donor-restricted contributions, whose restrictions are
met within the same year as received, are reported as unrestricted contributions.
Permanently Restricted – Portion of the net assets resulting from contributions and other
inflows of assets whose use by the Foundation is limited by donor-imposed stipulations that
neither expire by the passage of time, nor can be fulfilled by a statement or otherwise
removed by actions of the Foundation.
Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, and
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 those estimates.
Cash and Cash Equivalents
For purposes of the Statements of Cash Flows, all highly liquid debt instruments with an original
maturity of three months or less are considered to be cash equivalents.
Investments
Investments are recorded at fair value based on quoted market prices in active markets.
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San Antonio Medical Foundation
Notes to Financial Statements

1. Organization Purpose and Summary of Significant Accounting Policies
(Continued)
Fair Value of Financial Instruments
The Foundation’s financial instruments consist principally of cash and cash equivalents and shortand long-term marketable securities. The fair value of a financial instrument is the amount that
would be received in an asset sale or paid to transfer a liability in an orderly transaction between
unaffiliated market participants. Assets and liabilities measured at fair value are categorized
based on whether the inputs are observable in the market and the degree that the inputs are
observable. The categorization of financial instruments within the valuation hierarchy is based on
the lowest level of input that is significant to the fair value measurement. The hierarchy is
prioritized into three levels (with Level 3 being the lowest) defined as follows:
Level 1 – Quoted prices in active markets for identical assets or liabilities that the entity has
the ability to access.
Level 2 – Observable inputs other than prices included in Level 1, such as quoted prices for
similar assets and liabilities in active markets; quoted prices for identical or similar
assets and liabilities in markets that are not active; or other inputs that are
observable or can be corroborated with observable market data.
Level 3 – Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets and liabilities. This includes certain pricing
models, discounted cash flow methodologies, and similar techniques that use
significant unobservable inputs.
The fair value of the majority of the Foundation’s cash equivalents and marketable securities was
determined based on “Level 1” inputs. The fair value of certain marketable securities and longterm debt were determined based on “Level 2” inputs. The valuation techniques used to measure
the fair value of the “Level 2” instruments were valued based on quoted market prices or modeldriven valuations using significant inputs derived from or corroborated by observable market data.
As of December 31, 2014 the Foundation no longer has any marketable securities in the “Level 2 or
3” categories. The Foundation believes that the recorded values of all the other financial
instruments approximate their current fair values because of their nature and relatively short
maturity dates or durations.
Property and Equipment
The Foundation follows the practice of capitalizing all purchases of land, building, and equipment
in excess of $1,000. Property and equipment are stated at cost if purchased, or at fair value at
the date of contribution. Depreciation on building improvements, land improvements, and
furniture, fixtures, and equipment is calculated using the straight-line method over the estimated
useful lives of the assets, which range from 5 to 40 years.
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San Antonio Medical Foundation
Notes to Financial Statements

1. Organization Purpose and Summary of Significant Accounting Policies
(Continued)
Contributions and Revenue Recognition
The Foundation reports all contributions as unrestricted support unless specifically restricted by
the donor. Amounts received that are designated for future periods, or are restricted by the donor
for specific purposes, are reported as temporarily restricted support. Contributions are recorded
as revenue upon receipt of the gift or receipt of an unconditional promise to give – whichever
comes first.
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net
assets and are reported in the Statements of Activities and Changes in Net Assets as net assets
released from restrictions.
Permanently restricted contributions are held in perpetuity. As specified by the donor, earnings
from permanently restricted contributions are temporarily restricted until expensed for
community healthcare needs.
In-kind contribution revenue is recognized for the value of certain ground leases, as explained in
note 7 to these financial statements. Lease income is recognized in the period earned, with any
advance payments by tenants recorded as deferred revenue.
Functional Expenses
These expenses have been allocated by specific identification and are allocated to the programs
and activities to which they relate.
Income Taxes
The Foundation is a not-for-profit, Section 501(c)(3) organization. The Foundation accounts for
uncertain tax positions, when applicable, through the provisions of ASC 740-10-25. Under ASC 74010-25, an organization must recognize the tax benefit associated with tax positions taken for tax
return purposes when it is more-likely-than-not that the position will be sustained. At
December 31, 2014, no uncertain tax positions have been identified, and the Foundation is no
longer subject to tax examinations by tax authorities for the years prior to 2011. If applicable,
interest and penalties related to uncertain tax positions will be recognized in income tax expense.
For the years ended December 31, 2014 and 2013, the Foundation did not recognize any related
interest or penalties.
Reclassifications
Certain amounts in the prior years presented have been reclassified to conform to the current
year financial statement presentation. The reclassifications have no effect on previously reported
changes in net assets.
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San Antonio Medical Foundation
Notes to Financial Statements

2. Concentration of Risk
The Foundation maintains multiple bank accounts at certain financial institutions in San Antonio,
Texas. From time to time, certain account balances exceeded the Federal Deposit Insurance
Corporation (FDIC) insured maximum. The Foundation monitors the credit worthiness of these
financial institutions to avoid unnecessary exposure to risk. Cash at December 31, 2014 and 2013
exceeded the FDIC limit by $249,907 and $86,753, respectively.

3. Investments
Estimated market values of investments at December 31 are summarized as follows:
2014

2013

San Antonio Area Foundation (SAAF)
Money markets
Fixed income mutual funds
Fixed income bonds
Fixed income ETFs
Common stocks
Equity mutual funds
Equity ETFs

$

239,761
569,185
1,751,501
253,351
1,656,004
1,968,642
586,048

$

1,025,844
245,858
429,258
1,376,376
198,506
1,264,303
1,593,411
451,879

Total Investments

$

7,024,492

$

6,585,435

Investments held at SAAF are held in one pooled fund consisting of equities, fixed income and
mutual fund instruments. As of December 31, 2014, the Foundation consolidated all their
investments to one broker and no longer holds funds at SAAF.
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San Antonio Medical Foundation
Notes to Financial Statements

4. Fair Values of Financial Instruments
In accordance with the fair value hierarchy described in note 1, the following tables show the fair
value of the Foundation’s financial assets that are required to be measured at fair value as of
December 31:
Level 1

2014
Money market funds
Fixed income mutual
funds
Fixed income bonds
Fixed income ETFs
Common stocks
Equity mutual funds
Equity ETFs
Total Assets
at Fair Value

$

Total Assets
at Fair Value

$

$ 7,024,492

245,858

$

-

$

5,559,591

$

-

-

11

$

569,185
1,751,501
253,351
1,656,004
1,968,642
586,048

-

$ 7,024,492
Total

1,025,844
-

$

-

$

239,761

-

Level 3

-

$

Total
-

$

Level 2

429,258
1,376,376
198,506
1,264,303
1,593,411
451,879

$

$

-

Level 1

$

Level 3
-

569,185
1,751,501
253,351
1,656,004
1,968,642
586,048

2013
San Antonio Area
Foundation
Money market funds
Fixed income mutual
funds
Fixed income bonds
Fixed income ETFs
Common stocks
Equity mutual funds
Equity ETFs

239,761

Level 2

1,025,844

1,025,844
245,858
429,258
1,376,376
198,506
1,264,303
1,593,411
451,879

$

6,585,435

San Antonio Medical Foundation
Notes to Financial Statements

4. Fair Values of Financial Instruments (Continued)
Level 3 Gains and Losses
The following table sets forth a summary of changes in the fair value of the Foundation’s Level 3
assets for the years ended December 31:
2014

2013

Investment in SAAF
$

Balance, beginning of year
Deposits
Dividends and interest reinvested
Realized and unrealized gains
Scholarships and grants
Investment and management fees
Transfers out

1,025,844
1,721
29,514
(5,452)
(1,051,627)

$

Balance, End of Year

-

$

$

964,428
9,867
94,798
(30,000)
(13,249)
1,025,844

5. Land and Improvements
At December 31, land included the carrying value of remaining acreage held by the Foundation.
This land and its improvements represent approximately 287 undeveloped acres acquired from the
following:
2014
Land
Five Oaks, Inc.
Earl and Gladys Cooper
Florence B. McAlpine
Boyce Gaskin, Inc.
Norman and Avram Jacobson (Fawn Meadow)
RTC
Fannie Lee Denman
Cinnamon Hill
Valley Green Joint Venture (Fawn Meadow)
Maness Property
Hamilton Wolfe easement
Total Land

12

2013

$

71,030
298,798
69,388
397,435
2,367,921
31,756
716,634
673,377
122,630
457,904
1,576,968

$

71,030
298,798
49,630
397,435
2,367,921
31,756
716,634
673,377
122,630
457,904
1,576,968

$

6,783,841

$

6,764,083

San Antonio Medical Foundation
Notes to Financial Statements

5. Land and Improvements (Continued)
2014
Land Improvements
Sewer project
Five Oaks
Gaskin
Landscaping – Ewing Halsell and Wurzbach
Cooper
Health Resources Cluster Project
Sid Katz Drive extension
Access road - Aldo's property improvements
Floyd Curl
Depreciable Improvements:
Maness House
Denman House
Other:
Aldo's property improvements
Walking trail

$

Total Land Improvements before Depreciation

79,375
194,564
209,298
9,079
167,363
228,645
154,121
10,379
906,127

2013

$

95,020
82,870

95,020
82,870

169,803
342,978

166,362
342,978

2,649,622

2,646,181

(339,237)

Less: Accumulated depreciation
$

Net Land Improvements

79,375
194,564
209,298
9,079
167,363
228,645
154,121
10,379
906,127

2,310,385

(304,973)
$

2,341,208

6. Furniture and Equipment
At December 31, the Foundation had the following furniture and equipment:
2014
Furniture and Equipment
Furniture and fixtures
Equipment
Trail exercise equipment

$

Total Furniture and Equipment before Depreciation
Less: Accumulated depreciation
$

Net Furniture and Equipment

13

8,431
16,940
61,657

2013

$

7,202
16,940
61,657

87,028

85,799

(34,652)

(27,351)

52,376

$

58,448

San Antonio Medical Foundation
Notes to Financial Statements

7. Value of Leases in Excess of Lease Rates
The Foundation arranges for leases of its property to organizations serving the San Antonio and
South Texas community that strengthen the Medical Center. For purposes of determining the
economic effect of these leases, the annual contributory value of ground leases, as estimated in a
restricted appraisal report prepared by real estate appraisers, has been used to determine this
economic benefit. The value of these leases, in excess of lease rates charged for the years ended
December 31, 2014 and 2013, totaled $1,414,526 and $1,358,750, respectively. The estimated
value of the leases is revalued every five years.

8. Office Lease
The Foundation pays no rent for its office space, but recognizes the fair value of the rent as inkind contribution income and as in-kind office rent expense. These amounts totaled $27,240 in
2014 and $24,250 in 2013.

9. Leases to Others
In addition to leasing its land to various nonprofit institutions at nominal cost to the lessee, the
Foundation leases a portion of its land to commercial businesses (some of which are medically
affiliated).
The lease agreements contain minimum annual rental payments, with some leases having periodic
adjustments based on the consumer price index. One lease generates additional lease payments
based on a percentage of sales above a certain threshold. The leases vary in duration from monthto-month to 30 years, with most having renewable options. Some permit and zoning costs incurred
by certain tenants during construction are refunded to the tenants by credits against future rental
payments.
Approximate minimum payments to be received under non-cancelable long-term operating leases
for the next five years, net of refundable credits, are as follows:

2015
2016
2017
2018
2019

$

$

14

1,110,444
991,424
991,424
991,424
991,424

San Antonio Medical Foundation
Notes to Financial Statements

10. Contingencies and Commitments
On July 1, 2002, the Foundation entered into an Infrastructure Participation Agreement (the
Agreement) with the Medical Center Alliance for the purpose of planning and managing capital
improvement initiatives within the Medical Center. The Agreement had a term of two years and
automatically renews unless terminated. A two-year advance notice is required for termination of
the Agreement. In 2014 and 2013, the Foundation paid $100,000 per year under the Agreement.
Future maximum assessments under the Agreement total $100,000 in 2015.
The Foundation conditionally agreed to provide financial and in-kind support to an organization
known as Wellness Coalition of San Antonio. The support agreement is for $100,000 per year for
2014, 2015 and 2016.
The Foundation awarded a two-year grant to the University of Texas Health Science Center of San
Antonio (UTHSCSA) for Microscope and Cell Sorter Enhancements in the total amount of $334,000.
In 2014, the Foundation paid $228,000 in grant awards to UTHSCSA with the remaining $106,000 to
be paid during 2015. Amounts due in future years are included in grants payable.
The Foundation awarded Clarity Child Guidance Center (CCGC) a three-year grant in the amount
of $225,000 ($75,000 for each of 2014, 2015, and 2016). The CCGC provides care for children’s
mental health from ages 3 to 17. The grant will help fund a capital building addition to include an
additional 20 beds, along with space for additional inpatient services, to help meet a bed deficit
in the region. Amounts due in future years are included in grants payable.
The Foundation has a line-of-credit with Broadway National Bank for $3,000,000. The line-ofcredit is renewed annually with interest payments due monthly. The expiration date and interest
rate will be determined at the time the line-of-credit is used. The Foundation had no draws under
the line-of-credit at December 31, 2014 and 2013.

11. Employee Retirement Plans
The Foundation has a simplified employee pension plan (the Plan) available to employees who are
at least 18 years old and have completed six months of service. The cost of the Plan to the
Foundation is a percentage of annual compensation as agreed to by the Board of Directors. Plan
expense was $32,509 and $31,035 for the years ended December 31, 2014 and 2013, respectively.
The Foundation sponsors a 403(b) defined contribution plan. Contributions are made by the
employees only and, therefore, there is no contribution by the Foundation.
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San Antonio Medical Foundation
Notes to Financial Statements

12. Restricted Net Assets
Restricted net assets at December 31 were as follows:
2014

2013

Temporarily Restricted
Community healthcare needs
Permanently Restricted
Methodist Hospital Foundation Endowment and
other restricted contributions for community
healthcare needs

$

528,991

$

525,483

$

506,255

$

506,255

13. Net Assets Released from Restrictions
Temporarily restricted net assets were released for the following purposes at December 31:
2014

2013

Purpose Restrictions Accomplished
$

Community healthcare needs

10,000

$

30,000

14. Endowment Funds
General Information
At December 31, 2014, the Foundation maintains approximately $1,035,000 of endowment funds
established for community healthcare needs. These endowments consist of both donor-restricted
endowment contributions and accumulated earnings on those funds. The donor-restricted
endowment funds fall under the provisions of the Uniform Prudent Management of Institutional
Funds Act of 2006 (UPMIFA), which was adopted by the state of Texas with an effective date of
September 1, 2007. This policy defines the Foundation’s interpretation of the provisions of this
law as they relate to the prudent management of its endowment fund.
Background
In July, 2006, the Uniform Law Commission (ULC) approved UPMIFA as a modernized version of the
Uniform Management of Institutional Funds Act of 1972 (UMIFA), which governed the investment
and management of donor-restricted endowment funds by not-for-profit organizations. The major
change of the new law is that UPMIFA prescribes new guidelines for expenditure of a donorrestricted endowment fund when there are no explicit donor stipulations. These guidelines require
the organization to determine what constitutes prudent spending based upon consideration of the
donor’s intent that the endowment fund continues permanently, the purpose of the fund, and
relevant economic factors. UPMIFA emphasizes the perpetuation of the purchasing power of the
fund, not just the original dollars contributed to the fund.
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San Antonio Medical Foundation
Notes to Financial Statements

14. Endowment Funds (Continued)
Background (Continued)
Although UPMIFA does not require that a specified amount be set aside as principal, it assumes
that an organization will preserve “principal” by maintaining the purchasing power of amounts
contributed and will spend “income” by making distributions using a reasonable spending rate.
Endowment “Principal” Interpretation
The Foundation 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. 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 Principal). The remaining portion of the donor-restricted endowment fund that is not
classified as 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 prescribed by UPMIFA.
Endowment Investment Objectives
Endowment investments were managed by SAAF through June 2014, based upon the investment
policy described in the agreement between SAAF and the Foundation, and approved by the Board
of Trustees of the Foundation. Endowment investments were transferred to USAA Trust Services
and were managed by USAA beginning on July 2014, which was approved by the Board of Trustees
of the Foundation in order to more appropriately align the investment mix with the Foundation’s
investment policy.
To satisfy its long-term rate of return objectives, the Foundation relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Foundation targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within prudent risk constraints.
Endowment “Income” Appropriation (Spending Policy)
The Foundation accrues capital appreciation or depreciation (realized and unrealized gains or
losses) on endowment investments. Earned investment income (i.e. dividends and interest) is
generally appropriated.
When the fair market value of the fund exceeds the permanently restricted amount, up to 5% of
the fair market value may be appropriated in any year. This is calculated on the basis of market
values determined at least quarterly, and averaged over a period of not less than three years
immediately preceding the year in which the appropriation for expenditure is to be made. These
funds may only be appropriated and distributed in accordance with donor use restrictions.
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14. Endowment Funds (Continued)
Endowment “Income” Appropriation (Spending Policy) (Continued)
In accordance with UPMIFA, in all its endowment spending activity, the Foundation will consider
the following factors in making a determination to appropriate (spend) or accumulate donorrestricted endowment funds:
1. The duration and preservation of the fund
2. The purposes of the Foundation and the donor-restricted endowment fund
3. General economic and investment market conditions
4. The possible effect of inflation and deflation
5. The expected total return from income and the appreciation of investments
6. Other resources of the Foundation, and
7. The investment policies of the Foundation
Endowment Net Asset Composition by Type of Fund as of December 31, 2014
Temporarily
Restricted
Donor-restricted endowment funds

$

528,991

Permanently
Restricted
$

506,255

Total
$

1,035,246

Changes in Endowment Net Assets for the Year Ended December 31, 2014
Temporarily
Restricted
Endowment net assets,
beginning of year

$

525,483

Permanently
Restricted

$

506,255

Total

$

1,031,738

Investment Return
Interest and dividends
Net appreciation
(realized and unrealized)

12,297

-

12,297

1,211

-

1,211

Total Investment Return

13,508

-

13,508

(10,000)

-

(10,000)

Contributions
Appropriations of endowment
assets for expenditure
Endowment Net Assets,
End of Year

$

528,991
18

$

506,255

$

1,035,246
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14. Endowment Funds (Continued)
Endowment Net Asset Composition by Type of Fund as of December 31, 2013
Temporarily
Restricted
Donor-restricted endowment funds

$

525,483

Permanently
Restricted
$

506,255

Total
$

1,031,738

Changes in Endowment Net Assets for the Year Ended December 31, 2013
Temporarily
Restricted
Endowment net assets,
beginning of year

$

461,072

Permanently
Restricted

$

506,255

Total

$

967,327

Investment Return
Interest and dividends
Net appreciation
(realized and unrealized)

9,867

-

9,867

84,544

-

84,544

Total Investment Return

94,411

-

94,411

-

-

-

Contributions
Appropriations of endowment
assets for expenditure
Endowment Net Assets,
End of Year

(30,000)

$

525,483

-

$

506,255

(30,000)

$

1,031,738

15. Children’s Hospital
The Foundation supports the medical community in providing land for development of future
medical facilities at below market rates. The Foundation incurred legal and consulting fees during
2013 in order to bring a children’s hospital to the medical center. The entities involved in the
negotiations decided not to execute on the agreement; therefore, the Foundation recorded all
legal and professional fees incurred as program expenses of the Foundation at December 31, 2013.
The Foundation incurred no such expenses during 2014.

16. Subsequent Events
The Foundation’s management has evaluated events subsequent to December 31, 2014 and
through June 2, 2015, which is the date the financial statements were available to be issued.
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