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To the Board of Trustees
Elizabeth Morse Genius Foundation

Opinion

We have audited the accompanying financial statements of the Elizabeth Morse Genius
Foundation (the “Foundation”), which comprise the statement of financial position as of
December 31, 2023 and the related statements of activities and cash flows for the year then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Elizabeth Morse Genius Foundation as of December 31, 2023, and
the results of its operations and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

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

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

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Foundation’s internal control.
Accordingly, no such opinion is expressed.

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

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

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

Report on Summarized Comparative Information

We have previously audited Elizabeth Morse Genius Foundation’s 2022 financial statements, and
we expressed an unmodified audit opinion on those audited financial statements in our report
dated May 2, 2023. In our opinion, the summarized comparative information presented herein as
of and for the year ended December 31, 2022 is consistent, in all material respects, with the
audited financial statements from which it has been derived.

PUE O Cramp, daviss, LLP

May 7, 2024



Elizabeth Morse Genius Foundation

Statement of Financial Position

December 31, 2023

(with comparative amounts at December 31, 2022)

ASSETS
Cash and cash equivalents
Accrued interest and dividends
Prepaid federal excise tax
Investments
Deposits and other assets
Restricted Assets

Investments

Real estate

Other assets

Property, buildings, furniture and equipment, net

LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses
Federal excise tax payable
Deferred federal excise tax
Security deposits held
Total Liabilities

Net Assets
Without donor restrictions
With donor restrictions
Total Net Assets

See notes to financial statements

2023 2022
$ 369,996 $ 768,482
175,283 150,547
- 13,101
86,650,878 77,094,085
46,490 41,425
12,317,039 12,317,039
1,816,000 1,816,000
1,757 1,757
29,502,147 29,657,284

$ 130,879,590

$ 121,859,720

$ 317,729 $ 153,292
1,328 -
247,600 105,200
123,717 110,299
690,374 368,791
111,413,972 104,878,730
18,775,244 16,612,199
130,189,216 121,490,929

$ 130,879,590

$ 121,859,720




Elizabeth Morse Genius Foundation

Statement of Activities

Year Ended December 31, 2023
(with summarized totals for the year ended December 31, 2022)

INCOME
Investment Return
Interest and dividends
Realized gain on investments
Unrealized gain (loss) on investments
Rental income
Direct investment expense - non real estate
Real estate expenses
Total Investment Return

Other Income
Net loss on disposal of property and equipment
Miscellaneous
Total Other Income
Net assets released from restrictions
Total Income, net of Investment Return

EXPENSES
Grants authorized
Program support, planning and development
Operations and governance
Federal excise tax expense (benefit)
Total Expenses

Change in Net Assets

NET ASSETS
Beginning of year

End of year

See notes to financial statements

2023 2022
Without Donor With Donor
Restrictions Restrictions Total Total

$ 1,992,376 $ 356,570 $ 2,348,946 $ 1,691,688
1,851,073 331,281 2,182,354 889,323
8,713,319 1,534,202 10,247,521 (20,073,917)
2,916,809 280,772 3,197,581 3,164,930
(251,165) (59,008) (310,173) (408,294)
(1,950,426) (71,262) (2,021,688) (1,736,974)
13,271,986 2,372,555 15,644,541 (16,473,244)
(9,876) - (9,876) -
104,071 - 104,071 84,747
94,195 - 94,195 84,747
209,510 (209,510) - -
13,575,691 2,163,045 15,738,736 (16,388,497)
4,473,458 - 4,473,458 5,394,727
970,313 - 970,313 945,606
1,375,731 - 1,375,731 986,806
220,947 - 220,947 (245,338)
7,040,449 - 7,040,449 7,081,801
6,535,242 2,163,045 8,698,287 (23,470,298)
104,878,730 16,612,199 121,490,929 144,961,227
$ 111,413,972 $ 18,775,244 $ 130,189,216 $ 121,490,929




Elizabeth Morse Genius Foundation

Statement of Cash Flows
Year Ended December 31, 2023

(with comparative amounts for the year ended December 31, 2022)

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets $

Adjustments to reconcile change in net assets
to net cash from operating activities
Depreciation and amortization
Realized gain on sale of investments
Net loss on disposal of property and equipment
Unrealized (gain) loss on investments
Deferred federal excise tax
Changes in operating assets and liabilities

Accrued interest and dividends

Prepaid federal excise tax

Deposits and other assets

Accounts payable and accrued expenses
Federal excise tax payable

Net Cash from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments

Purchase of investments

Purchase of property and equipment

Security deposits received

Net Cash from Investing Activities

Net Change in Cash and Cash Equivalents

CASH AND CASH EQUIVALENTS
Beginning of year

End of year $

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid for Federal excise taxes $

See notes to financial statements

2023 2022
8,698,287  $ (23,470,298)
496,230 482,379
(2,182,354) (889,323)
9,876 -
(10,247,521) 20,073,917
142,400 (279,000)
(24,736) (37,438)
13,101 (13,101)
(5,065) 44,682
164,437 49,315
1,328 (9,000)
(2,934,017) (4,047 867)
19,882,665 25,645,363
(17,009,583) (21,672,930)
(350,969) (164,650)
13,418 11,181
2,535,531 3,818,964
(398,486) (228,903)
768,482 997,385
369,996 $ 768,482
64,118  $ 55,763
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Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

Organization

The Elizabeth Morse Genius Foundation (the “Foundation”) was organized exclusively for
charitable, literary, educational and scientific purposes. It accomplishes these purposes
primarily through charitable contributions to qualified organizations.

Summary of Significant Accounting Policies
Basis of Presentation and Use of Estimates

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP”), which 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 income and expenses during the reporting period.
Accordingly, actual results could differ for those estimates.

Prior Year Summarized Comparative Information

The financial statements include certain prior-year summarized comparative information in
total, but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with US GAAP. Accordingly, such information should
be read in conjunction with the Foundation’s financial statements as of and for the year
ended December 31, 2022, from which the summarized information was derived.

Cash and Cash Equivalents

Cash and cash equivalents consist of checking accounts. The Foundation considers all highly
liquid debt instruments available for current use with a maturity date of three months or less at
the date of purchase to be cash equivalents.

Fair Value Measurements

The Foundation follows U.S. GAAP guidance on Fair Value Measurements which defines
fair value and establishes a fair value hierarchy organized into three levels based upon the
input assumptions used in pricing assets. Level 1 inputs have the highest reliability and are
related to assets with unadjusted quoted prices in active markets. Level 2 inputs relate to
assets with other than quoted prices in active markets which may include quoted prices for
similar assets or liabilities or other inputs which can be corroborated by observable market
data. Level 3 inputs are unobservable inputs and are used to the extent that observable
inputs do not exist.

The Foundation follows U.S. GAAP guidance which removed the requirements to categorize
within the fair value hierarchy alternative investments where fair value is measured using the
Net Asset Value (“NAV”) per share as a practical expedient.



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

2. Summary of Significant Accounting Policies (continued)
Investment and Income Recognition

Investments, other than temporary cash investments, are carried at fair value. Temporary
cash investments are valued at cost plus accrued interest. Purchases and sales of
securities are recorded on a trade-date basis. Interest income is recorded on the accrual
basis and dividends are recorded on the ex-dividend date. Realized and unrealized gains
and losses are included in the determination of the change in net assets.

Investment Expense

Direct investment expense on the statement of activities consists of fees paid directly to the
Foundation’s investment advisors.

Investment Risks and Uncertainties

Alternative investments consist of non-traditional, not readily marketable investments, some
of which may be structured as limited partnerships, venture capital funds, hedge funds,
private equity funds and common trust funds. The underlying investments of such funds,
whether invested in stock or other securities, are generally not currently traded in a public
market and typically are subject to restrictions on resale. Values determined by investment
managers and general partners of underlying securities that are thinly traded or not traded in
an active market may be based on historical cost, appraisals, a review of the investees’
financial results, financial condition and prospects, together with comparisons to similar
companies for which quoted market prices are available or other estimates that require
varying degrees of judgment.

Because of the inherent uncertainty of valuations, the estimated fair values may differ
significantly from the values that would have been used had a ready market for such
investments existed or had such investments been liquidated, and those differences could
be material.

Property, Buildings, Furniture and Equipment

The Foundation follows the practice of capitalizing all expenditures for property, buildings,
furniture and equipment with a cost in excess of $5,000. Land, buildings and improvements,
furniture and equipment are carried at cost or fair value at date of donation. Depreciation is
computed using the straight-line method over the estimated useful life of the assets which range
from 3 to 39 years.



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

2. Summary of Significant Accounting Policies (continued)
Long-Lived Assets

The Foundation evaluates its long-lived assets, which consist primarily of its property,
buildings, furniture and equipment, for impairment whenever events or changes in
circumstances indicate that the carrying value of an asset exceeds the sum of its expected
future cash flows, on an undiscounted basis. If such review indicates that an asset is
impaired, the carrying amount would be written down to fair value. Management has
determined that no impairment adjustment was required for the years ended December 31,
2023 and 2022.

Grants Payable

The liability for grants and project appropriations payable is recognized when specific grants
are authorized by the Board of Trustees and the recipients have been notified.

Net Asset Presentation

Resources for various purposes are classified for accounting and reporting purposes into net
asset categories established according to nature and purpose as follows:

Without donor restrictions — consist of resources available for the general support of the
Foundation’s operations. Net assets without donor restrictions may be used at the discretion
of Foundation’s management and Board of Trustees.

With donor restrictions — represent amounts restricted by donors temporarily to be used for
specific activities or at some future date, or which require the Foundation to maintain
permanently, including funds that are subject to restrictions of gift instruments requiring that
the principal be invested in perpetuity and the income be used for specific or general
purposes. When a donor restriction expires, that is, when a time restriction ends or a purpose
restriction is fulfilled, net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the statement of activities as net assets released from
restrictions.

Revenue Recognition

The Foundation recognizes rental income in accordance with the payment terms as specified
in the individual operating leases. The terms of the operating lease agreements range from
annual to 10 year agreements.

Functional Allocation of Expenses

The costs of providing various programs and related supporting services have been
summarized on a functional basis in the accompanying financial statements. Accordingly,
certain costs have been allocated among the appropriate programs and supporting services
benefited. Refer to note 6 for the classification of expenses by their functional allocation and
policy for allocating such expenses.



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

2. Summary of Significant Accounting Policies (continued)
Accounting for Uncertainty in Income Taxes

The Foundation recognizes the effect of income tax positions when they are more likely than
not to be sustained. Management is not aware of any violations of its tax status as an
organization exempt from income tax, nor any exposure to unrelated business income tax
that would require disclosure and/or recognition. The Foundation is no longer subject to
examination by the applicable taxing jurisdictions for periods prior to December 31, 2020.

Subsequent Events Evaluation by Management

Management has evaluated subsequent events for disclosure and/or recognition in the
financial statements through the date that the financial statements were available to be
issued, which date is May 7, 2024.

3. Concentration of Credit Risk

Financial instruments that potentially subject the Foundation to significant concentrations of
credit risk consist principally of cash, cash equivalents and investments. The Foundation
invests in assets in a variety of securities such as equities, mutual funds, corporate bonds,
and hedge funds. The Foundation routinely assesses the diversification and financial
strength of its cash and investment portfolio. Deposits held at financial institutions insured
by the Federal Deposit Insurance Corporation (“FDIC”) are insured up to $250,000.
Investment holdings at financial institutions insured by the Securities Investor Protection
Corporation (“SIPC”) are insured up to $500,000 ($250,000 for cash holdings). At times,
balances may exceed the FDIC and/or SIPC limit. As of December 31, 2023 and 2022, the
Foundation’s uninsured cash equivalents on deposit totaled approximately $120,000 and
$518,500. As of December 31, 2023 and 2022, the Foundation’s uninsured investment
holdings totaled approximately $98,467,900 and $88,911,000. The Foundation has not
experienced any losses in such accounts.



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

Fair Value Measurements

The following are major categories of investments measured at fair value on a recurring
basis at December 31, grouped by the fair value hierarchy, for those investments subject to
categorization within such hierarchy:

2023
Investments
Measured at Net
Description Level 1 Level 2 Asset Value (%) Total
Equities
Large cap $ 8,227,687 $ - $ - $ 8,227,687
Mid cap 7,276,993 - - 7,276,993
Small cap 6,121,317 - - 6,121,317
International developed 4,035,074 - - 4,035,074
Emerging markets 3,114,827 - - 3,114,827
Mutual Funds
Large cap 12,863,280 - - 12,863,280
Mid cap 3,855,097 - - 3,855,097
International developed 8,072,526 - - 8,072,526
Emerging markets 952,270 - - 952,270
Corporate Bonds
Investment grade - 16,069,938 - 16,069,938
International developed - 610,366 - 610,366
Global high yield - 3,482,761 - 3,482,761
Hedge Funds
Fund of funds - - 6,343,569 6,343,569
Multi-strategy - - 14,355,336 14,355,336
Total Investments at Fair Value $ 54,519,071 $ 20,163,065 $ 20,698,905 95,381,041
Cash held for investment, at cost 3,586,876
Total Investments $ 98,967,917
2022
Investments
Measured at Net
Description Level 1 Level 2 Asset Value (*) Total
Equities
Large cap $ 9,584,401 $ - $ - $ 9,584,401
Mid cap 7,105,963 - - 7,105,963
Small cap 5,482,934 - - 5,482,934
International developed 3,865,760 - - 3,865,760
Emerging markets 3,508,165 - - 3,508,165
Mutual Funds
Large cap 12,869,828 - - 12,869,828
Mid cap 3,321,103 - - 3,321,103
International developed 7,619,616 - - 7,619,616
Emerging markets 946,843 - - 946,843
Corporate Bonds
Investment grade - 10,171,833 - 10,171,833
International developed - 1,208,406 - 1,208,406
Global high yield - 2,641,810 - 2,641,810
Hedge Funds
Fund of funds - - 5,751,007 5,751,007
Multi-strategy - - 12,556,065 12,556,065
Total Investments at Fair Value $ 54,304,613 $ 14,022,049 $ 18,307,072 86,633,734
Cash held for investment, at cost 2,777,390
Total Investments $ 89411,124

(*) As discussed in Note 2, investments that are measured using the practical expedient are
not classified within the fair value hierarchy.
10



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

4. Fair Value Measurements (continued)

Information regarding alternative investments valued at NAV using the practical expedient at
December 31, 2023 is as follows:

Unfunded Redemption Redemption
Fair Value  Commitments Frequency Notice Period

Hedge Funds

Fund of funds (see "a" below) $ 6,343,569 $ - Quarterly 45 days
Multi-strategy (see "b" below) 14,355,336 - Quarterly 45 -90 days
Total $20,698,905 $ -

a. This category includes investments in hedge funds that are fund of funds and whose
objective is to seek absolute returns with low to moderate volatility and with minimal
correlation to the global equity and fixed income markets while preserving capital.

b. This category includes hedge fund investments with objectives for long-term returns, to
achieve capital appreciation and deliver strong risk-adjusted returns, to invest in a
diversified and actively managed portfolio, and to achieve attractive risk adjusted returns
of the medium to long term. These funds invest in daily cash balances, long and short
term investments in global equity securities, residential mortgage backed securities,
loans and asset-backed securities.

At December 31, 2023 and 2022 one investment represented 11% of the Foundation’s total
investment portfolio.

5. Liquidity and Availability of Financial Assets

The following reflects the Foundation’s financial assets and resources without donor or
other restrictions available as of December 31, 2023 and 2022, to meet cash needs for
general expenditures within one year of the date of the statement of financial position:

2023 2022
Financial assets:
Cash and cash equivalents $ 369,996 $ 768,482
Accrued interest and dividends 175,283 150,547
Investments 86,650,878 77,094,085

Total Financial Assets Available Within One Year $ 87,196,157 $ 78,013,114

The Foundation’s working capital and cash flows are driven by its investment portfolio and
investment return. As part of the Foundation’s liquidity management strategy, the
Foundation seeks to maintain adequate liquidity to meet its obligations, including planned
expenditures as approved by the Board. The Foundation structures its financial assets to be
available as its grant payments and other general liabilities come due. The Foundation will
inform their investment advisor of any anticipated need for liquidity as such need becomes
known, and the investment advisor will then withdraw the funds needed from the investment
portfolio. These withdrawals will normally coincide with the Foundation’s grant disbursement
cycle.

11



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

5. Liquidity and Availability of Financial Assets (continued)

The withdrawals are adjusted based on the grants to be disbursed and other factors
affecting available cash, including investment income and general operating expenses.
None of the Foundation’s financial assets noted above are subject to donor or contractual
restrictions that make them unavailable for general expenditure within one year of the date

of the statement of financial position.

Expenses by Functional and Natural Classification

Expenses are presented by functional classification in alignment with the overall mission of
the Foundation. Expenses are classified based on the direct impact to the Foundation.
Therefore, certain expenses require allocation on a reasonable basis that is consistently
applied. The expenses that are allocated include insurance, salaries and payroll taxes based

on employee time and effort.

Grants

Salaries

Payroll taxes and employee benefits

Legal

Accounting

Other professional services

Real estate taxes

Depreciation

Insurance

Repairs and maintenance

Utilities

Miscellaneous office expenses

Current federal excise tax

Deferred federal excise tax
Total

2023
Operations Federal
Grants and and Excise Tax

Programs Governance Expense Total
$4,473458 $ - $ - $4,473,458
514,998 372,929 - 887,927
210,872 70,290 - 281,162
- 60,296 - 60,296
- 43,998 - 43,998
- 321,190 - 321,190
- 34,552 - 34,552
- 73,930 - 73,930
13,029 33,503 - 46,532
203,977 195,978 - 399,955
9,479 7,448 - 16,927
17,958 161,617 - 179,575
- - 78,547 78,547
- - 142,400 142,400
$ 5443771 $ 1,375,731 § 220,947 $ 7,040,449

12



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

6. Expenses by Functional and Natural Classification (continued)

2022
Federal
Operations Excise Tax
Grants and and Expense
Programs Governance (Benefit) Total
Grants $5,394,727 $ - 98 - $5,394,727
Salaries 483,789 350,330 - 834,119
Payroll taxes and employee benefits 221,726 73,908 - 295,634
Legal - 61,301 - 61,301
Accounting - 49,595 - 49,595
Other professional services - 17,038 - 17,038
Real estate taxes - 31,851 - 31,851
Depreciation - 70,752 - 70,752
Insurance 13,829 35,561 - 49,390
Repairs and maintenance 205,494 197,435 - 402,929
Utilities 10,698 8,405 - 19,103
Miscellaneous office expenses 10,070 90,630 - 100,700
Current federal excise tax - - 33,662 33,662
Deferred federal excise tax benefit - - (279,000) (279,000)
Total $ 6,340,333 § 986,806 $ (245,338) $ 7,081,801
Property, Buildings, Furniture and Equipment
Property, buildings, furniture and equipment consisted of the following at December 31:
2023 2022
Investment Properties
Land $ 7,485,831 $ 7,485,831
Construction in progress - 8,992
Buildings and improvements 15,746,693 15,499,798
Total 23,232,524 22,994,621
Program Properties
Land 14,698,165 14,698,165
Buildings and improvements 1,840,518 1,813,129
Total 16,538,683 16,511,294
Furniture and equipment 435,390 424,889
40,206,597 39,930,804
Less accumulated depreciation 8,888,450 8,457,520
$ 31,318,147 $ 31,473,284

13
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10.

Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

Property, Buildings, Furniture and Equipment (continued)

During 2023, the Foundation removed from its accounts and records assets with a
remaining basis of $9,876, resulting in losses on disposal. During 2022, the Foundation
removed from its accounts and records fully depreciated assets totaling $97,805.
Depreciation expense for 2023 and 2022 was $496,230 and $482,379. During 2023 and
2022, depreciation expense of $422,300 and $411,627 was allocated to real estate
expense.

Rental Income

Minimum future rental income under non-cancelable operating leases with remaining terms
in excess of one year, for fiscal years ending December 31, are payable to the Foundation
as follows:

2024 $ 2,863,974
2025 2,197,033
2026 1,740,413
2027 1,013,278
2028 831,921
2029 136,589

$ 8,783,208

Federal Excise Tax

The Foundation is exempt from Federal income taxes under Section 501(c)(3) and 509(a) of
the Internal Revenue Code (the “Code”) and has been further classified as a “private
foundation”. The Foundation is subject to an excise tax of 1.39% on its net investment
income, as defined, for tax purposes.

Deferred taxes principally arise from the differences between the cost and fair value of
investments. The Foundation provides for deferred federal excise tax on the net unrealized
appreciation of the fair value of investments at the rate applicable for the following year.

Related Party Transactions

At December 31, 2023 and 2022, the Foundation and the Charles Hosmer Morse
Foundation, Inc., although not affiliated, shared three common Trustees. During the years
ended December 31, 2023 and 2022, the Board of Trustees of the Foundation approved
grants to be paid to the Charles Hosmer Morse Foundation, Inc. in the amount of
$3,025,000 and $2,900,000.

14



Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

10. Related Party Transactions (continued)

11.

A trustee of the Foundation was a shareholder of a law firm that renders legal services to
the Foundation. The Foundation incurred fees for legal services of $64,094 in 2022. In
addition, the law firm leases office space from the Foundation. The Foundation received
rental income from the firm in the amount of $692,383 in 2022. During 2023, the trustee
removed themselves as a shareholder from this law firm.

Net Assets with Donor Restrictions / Designated for Investments

Net assets with donor restrictions at December 31, 2023 and 2022 include gifts which have
been restricted by the donor in perpetuity, the income of which is expendable to support:

2023 2022
Morse Museum of American Art $ 14,034,796 $ 14,034,796
Rollins College for an annual faculty grant 100,000 100,000
Accumulated earnings 4,640,448 2,477,403
Total $ 18,775,244 $ 16,612,199

Interpretation of Relevant Law

In June 2011, the State of Florida adopted the Florida Uniform Prudent Management of
Institutional Funds Act (“FUPMIFA”). The Foundation has interpreted FUPMIFA 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 net assets with donor
restrictions (a) the original value of the gifts donated to the permanent endowment, (b) the
original value of subsequent gifts to the permanent endowment, and (c) accumulations of
investment return to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund is restricted until appropriated for
expenditure by the board in a manner consistent with the standard of prudence prescribed
by FUPMIFA.

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

The duration and preservation of the fund

The purposes of the Foundation and the donor restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

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

The investment policies of the Foundation

Noogakrwd =~
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Elizabeth Morse Genius Foundation

Notes to Financial Statements
December 31, 2023

11. Net Assets with Donor Restrictions / Designated for Investments (continued)
Return Objective and Risk Parameters

The Foundation follows investment and spending policies for endowment assets that are
designed to preserve the principal of the funds and maintain a prudent balance between
current income and future growth, while maintaining a suitable level of asset valuation
volatility. The Foundation’s investment objective is to outperform policy indexes representative
of the various asset classes held within its portfolio. To meet its investment objectives, the
Foundation relies on a total return strategy in which investment returns are achieved through
both capital appreciation and current yield. The risk tolerance of the Foundation is moderate;
results are measured and manager performance is assessed quarterly.

The Foundation follows the policy of pooling its invested funds. Investment income and
appreciation (depreciation) are allocated annually based upon a sharing percentage adjusted
for additions to and withdrawals from the pooled fund. The endowment fund is allocated a
percentage of the total pooled funds according to the cost basis of its interest at year end.
Net rental income earned on the endowment fund is the actual net income earned on real
estate donated to the Foundation as part of the endowment.

Strategies Employed for Achieving Objectives

Endowment assets are invested in a manner that is prudent and in accordance with the
Foundation’s investment policy of maintaining a prudent balance between current income and
future growth. This is to be achieved by assuming a moderate level of risk.

Spending Policy

Management follows an investment policy that establishes the maximum percentage of
endowment earnings that can be used to support donor specified programs/projects. The

Foundation’s policy is to spend net realized investment and rental income earned on its net
assets with donor restrictions.
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Net Assets with Donor Restrictions / Designated for Investments (continued)
Spending Policy (continued)

The following is a reconciliation of the activity in endowment funds.

2023 2022

Balance at January 1, $ 16,612,199 $ 19,156,279
Net realized investment income 628,843 321,928
Net rental income 209,510 214,533
Amount appropriated for expenditure (209,510) (214,533)
Unrealized gain (loss) on investments 1,534,202 (2,866,008)
Balance at December 31, $ 18,775,244 $ 16,612,199
Original gift value is comprised of the following:

Endowed investments $ 12,317,039  $ 12,317,039

Real estate 1,816,000 1,816,000

Other 1,757 1,757

$ 14,134,796 $ 14,134,796

From time to time, certain donor-restricted endowment funds may have fair values less than
the amount required to be maintained by donors or by law (underwater endowments). The
Foundation has interpreted FUPMIFA to permit spending from underwater endowments in
accordance with prudent measures required under law. Should the value of the endowment
fall below the corpus of the gift, the shortfall will be offset with available funds until such time
that the value exceeds the corpus.

In 2023 and 2022, net assets released from restrictions to support the Morse Museum of
American Art and Rollins College amounted to $209,510 and $214,533.

Pension Plan
The Foundation sponsors a 401(k) pension plan for the benefit of its full time employees.
Under the plan predetermined contributions (3% safe harbor, 4% profit sharing and 3%

matching) of the annual salary are made to participants’ accounts. The Foundation’s plan
expense was $103,382 and $110,681 for 2023 and 2022.

* % Kk % %
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