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DIXON HUGHES GOODMAN w.r

Independent Auditors’ Report

Board of Directors
Culpeper Wellness Foundation, Inc.
Culpeper, Virginia

We have audited the accompanying consolidated financial statements of Culpeper Wellness Foundation,
Inc. and Subsidiary which comprise the consolidated statements of financial position as of December 31,
2019 and 2018, and the related consolidated statements of activities, functional expenses, and cash flows
for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Culpeper Wellness Foundation, Inc. and Subsidiary as of December 31,
2019 and 2018, and the results of its operations and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Dison fhyheé Geadman [LP

Tysons, Virginia
May 15, 2020



Culpeper Wellness Foundation, Inc. and Subsidiary
Consolidated Statements of Financial Position
December 31, 2019 and 2018

ASSETS
Current assets:
Cash
Accounts receivable, net
Pledges receivable, current
Prepaid expenses and other current assets

Total current assets
Pledges receivable, long-term
Unbilled rent receivable
Investments

Property and equipment:
Land and land improvements
Buildings and leasehold improvements
Equipment
Construction in progress

Accumulated depreciation
Property and equipment, net

Goodwill, net

Total assets

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Current portion of annuity payable
Accrued expenses
Deferred revenue

Total current liabilities
Annuity payable
Total liabilities

Net assets:
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See accompanying notes.

2019 2018
343,332 $ 564,630
88,945 59,397
500,000 500,000
86,865 37,187
1,019,142 1,161,214
1,456,000 1,871,000
1,724 13,201
23,717,668 18,418,430
2,179,288 2,552,754
14,922,727 16,220,756
914,226 1,096,986
7,608 -
18,023,849 19,870,496
(7,393,470) (7,842,877)
10,630,379 12,027,619
43,930 49,660
36,868,843 $ 33,541,124
92,921 $ 56,421
2,450 2,450
134,713 123,476
14,399 10,089
244,483 192,436
22,862 23,569
267,345 216,005
34,645,498 30,954,119
1,956,000 2,371,000
36,601,498 33,325,119
36,868,843 $ 33,541,124




Culpeper Wellness Foundation, Inc. and Subsidiary

Consolidated Statement of Activities
Year Ended December 31, 2019

Revenues, gains and support:
Membership dues
Ancillary revenue
Contributions
Grants
Special events
Rental income
Net assets released from restrictions

Total revenues, gains andsupport
Expenses:
Program services
Management and general
Fundraising
Rental property
Total expenses
Change in net assets from operations
Non-operating activities:
Gain on sale of fixed assets

Net investment return

Change in net assets from non-operating
activities

Change in net assets

Net assets, beginning of year

Net assets, end of year

See accompanying notes.

Without Donor With Donor
Restrictions Restrictions Total

$ 1,900,468 $ - $ 1,900,468
559,932 - 559,932
2,619,451 85,000 2,704,451
59,471 - 59,471
87,239 - 87,239
715,072 - 715,072
500,000 (500,000) -
6,441,633 (415,000) 6,026,633
6,790,892 - 6,790,892
542,731 - 542,731
29,372 - 29,372
213,191 - 213,191
7,576,186 - 7,576,186
(1,134,553) (415,000) (1,549,553)
975,847 - 975,847
3,850,085 - 3,850,085
4,825,932 - 4,825,932
3,691,379 (415,000) 3,276,379
30,954,119 2,371,000 33,325,119
$ 34,645,498 $ 1,956,000 $ 36,601,498




Culpeper Wellness Foundation, Inc. and Subsidiary
Consolidated Statement of Activities

Year Ended December 31, 2018 (Continued)
Without Donor With Donor
Restrictions Restrictions Total
Revenues, gains and support:
Membership dues $ 1,777,053 $ - $ 1,777,053
Ancillary revenue 538,796 - 538,796
Contributions 1,902,946 15,000 1,917,946
Grants 82,230 - 82,230
Special events 72,633 - 72,633
Rental income 795,279 - 795,279
Net assets released from restrictions 500,000 (500,000) -
Total revenues, gains andsupport 5,668,937 (485,000) 5,183,937
Expenses:
Program services 5,264,280 - 5,264,280
Management and general 632,092 - 632,092
Fundraising 44,073 - 44,073
Rental property 253,758 - 253,758
Total expenses 6,194,203 - 6,194,203
Change in net assets from operations (525,266) (485,000) (1,010,266)
Non-operating activities
Gain on sale of fixed assets - - -
Net investment return (692,130) - (692,130)
Change in net assets from non-operating
activities (692,130) - (692,130)
Change in net assets (1,217,396) (485,000) (1,702,396)
Net assets, beginning of year 32,171,515 2,856,000 35,027,515
Net assets, end of year $ 30,954,119 $ 2,371,000 $ 33,325,119

See accompanying notes.



Culpeper Wellness Foundation, Inc. and Subsidiary

Consolidated Statement of Functional Expenses
Year Ended December 31, 2019

Personnel costs
Supplies and services
Depreciation

Occupancy

Grants awarded

Utilities

Professional fees

Taxes and licenses
Marketing and promotion
Insurance

Office supplies and expense
Bank charges

Travel and conferences
Bad debt expense

Dues and subscriptions

Total expenses

See accompanying notes.

Program Management Rental

Services and General Fundraising Property Total
$ 1,672,251 $ 339,332 $ 12,418 $ 34,903 $ 2,058,904
2,415,563 - - - 2,415,563
488,424 13,948 - 140,435 642,807
384,253 51,512 - 18,904 454,669
1,187,077 - - - 1,187,077
214,748 5,694 - - 220,442
33,896 99,279 - 1,577 134,752
56,201 3,351 - 16,740 76,292
32,716 4,389 16,954 - 54,059
50,833 7,906 - 582 59,321
165,103 11,136 - - 176,239
54,080 993 - - 55,073
19,929 2,513 - - 22,442
10,603 - - - 10,603
5,215 2,678 - 50 7,943
$ 6,790,892 $ 542,731 $ 29,372 $ 213,191 $ 7,576,186




Culpeper Wellness Foundation, Inc. and Subsidiary

Consolidated Statement of Functional Expenses

Year Ended December 31, 2018 (Continued)
Program Management Rental
Services and General Fundraising Property Total

Personnel costs 1,576,943 33,039 1,995,355
Supplies and services 1,767,506 - 1,767,506
Depreciation and amortization 475,045 145,800 638,581
Occupancy 289,262 50,060 389,775
Grants awarded 660,823 - 660,823
Utilities 201,138 - 206,638
Professional fees 36,598 2,538 144,120
Taxes and licenses 22,891 21,715 82,930
Marketing and promotion 61,839 - 98,861
Insurance 48,621 556 60,841
Office supplies and expense 42,007 - 57,840
Bank charges 47,372 - 48,349
Travel and conferences 18,519 - 24,437
Bad debt expense 12,041 - 12,041
Dues and subscriptions 2,985 50 5,416
Equipment rental 690 - 690

Total expenses 5,264,280 253,758 6,194,203

See accompanying notes.




Culpeper Wellness Foundation, Inc. and Subsidiary
Consolidated Statements of Cash Flows
Years Ended December 31, 2019 and 2018

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization
Disposal of property - donated
Gain on sale of assets
Bad debt expense
Realized and unrealized (gain) loss on investments
Change in fair value of split interest agreements
Change in assets and liabilities:
Accounts and pledges receivable
Prepaid expenses and other current assets
Unbilled rent receivable
Accounts payable
Accrued expenses
Deferred revenue

Net cash provided by(used in) operating activities
Cash flows from investing activities:
Proceeds from sale of investments
Purchase of investments
Proceeds from sale of property and equipment
Purchase of property and equipment

Net cash used ininvesting activities

Cash flows from financing activities:
Annuity payments

Net cash used infinancing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosure of noncash transactions:
Donation of property

See accompanying notes.

2019 2018
3,276,379 $  (1,702,396)
642,807 638,581
548,000
(975,847) -
10,603 12,041
(3,526,881) 972,318
- 1,941
374,849 476,919
(49,678) 826
11,477 (13,201)
36,500 (30,629)
11,237 16,743
4,310 (7,954)
363,756 365,189
- 450,000
(1,772,357) (529,570)
1,374,308 -
(186,298) (269,318)
(584,347) (348,888)
(707) (2,450)
(707) (2,450)
(221,298) 13,851
564,630 550,779
343,332 $ 564,630
548,000 $ -




Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Notes to Consolidated Financial Statements

1. Nature of the Organization and Summary of Significant Accounting Policies

Nature of organization

Culpeper Wellness Foundation, Inc. ( CWF) is a not-for-profit organization supporting the communities in and
around Culpeper, Virginia. CWF is the parent of Powell Wellness Center L.L.C. (PWC), operates the Culpeper
Free Clinic, provides various community grant programs, and leases real estate to physicians and support
operations and is referred to collectively, as the (“Organization”).

The Organization receives support through wellness center memberships, donations from individuals, businesses,
churches, and other organizations in the Culpeper area and through grants obtained from local governments and
other charitable organizations.

Significant accounting policies are as follows:

Principles of consolidation

The consolidated financial statements include the accounts of CWF and its wholly-owned subsidiary, PWC. All
significant intercompany accounts and transactions are eliminated in consolidation.

Basis of accounting

The consolidated financial statements have been prepared on the accrual basis of accounting.

Net assets and revenues are classified based on the existence or absence of donor-imposed restrictions. Under

the standards for not-for-profit organizations issued by FASB, the Organization is required to report information
regarding its financial position and activities in two classes of net assets as follows:

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

Net assets with donor restrictions — subject to stipulations imposed to donors, and grantors. Some donor
restrictions are temporary in nature; those restrictions will be met by actions of the Organization or by the
passage of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated the
funds be maintained in perpetuity.

Support and revenuerecognition

PWC and CSF membership revenue is recognized over the period during which the membership is active.
Membership at CSF and PWC is on a month-to-month basis with no annual contract. Ancillary revenue, which
consists of pro shop sales, assessment fees, locker rental revenue, café revenue, gift card revenue, late fees and
PWC and CSF wellness program fees, is recognized at the point of sale or as services are rendered. Special
event revenue is recognized in the period the event takes place. Rental income is recognized over the period
facilities are available to tenants. Payments received in advance are deferred and recognized over the period to
which they relate. Contributions are recognized as revenue when they are received or unconditionally pledged.

The Organization reports gifts of cash and other assets as restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated
time restriction ends or purpose restriction is accomplished, net assts with restrictions are reclassified to net
assets without donor restrictions and reported in the consolidated statements of activities as net assets
released from restrictions. Donor-restricted contributions whose restrictions are met within the same year as



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

received are reported as net assets without donor restrictions in the accompanying consolidated financial
statements.

The Organization reports gifts as unrestricted support unless explicit donor stipulations specify how the donated
assets must be used.

Non-cash donations are recorded as support at their estimated fair value at the date of donations. Such
donations are reported as unrestricted support unless the donor has restricted the donation for a specific
purpose. Assets donated with explicit restrictions regarding their use are reported as restricted support.

Donated services and supplies

The value of contributed materials and the value of contributed services that either (a) created or enhanced a
nonfinancial asset or (b) required specialized skills, was provided by individuals possessing those skills, and
would have been purchased if not contributed, are recorded at their fair values in the period received.

The Organization receives contributed medical services, including lab and diagnostic services, as well as
professional medical volunteers who assist the Organization in providing health and welfare services. The
volunteer services are provided primarily by medical doctors and nurses. During the year ended December 31,
2019, $27,435 was recorded related to donated services. During the year ended December 31, 2018, $31,849 of
in-kind donated services were recognized.

The free clinic also receives donated diagnostic services as well as pharmaceuticals for distribution to patients, as
prescribed. For the year ended December 31, 2019 and 2018, the value of donated pharmaceuticals and
diagnostic services was approximately $2,269,582 and $1,619,936, respectively and is recorded as in-kind
contribution support in the accompanying consolidated statements of activities.

Measure of operations

The Organization defines its measure of operations to include Board appropriated funds from investments and
funds functioning as endowments to be used for general operations. The change in net assets from operations
excludes unallocated net investment income or loss.

Cash and cash equivalents

Cash and cash equivalents consist of cash in banks and short-term debt instruments with original
maturities of three-months or less. Cash and cash equivalents are stated at cost. The Organization maintains
its cash in bank deposit accounts, which at times may exceed federally insured limits. The Organization has not
experienced any losses in such accounts.

Accounts receivable and allowance for doubtful accounts

Accounts receivable consists primarily of member billings for the PWC and are recorded at the invoiced amount,
net any estimated allowance for doubtful accounts. The allowance for doubtful accounts is the Organization’s best
estimate of the amount of probable credit losses in the Organization’s existing accounts receivable. The
Organization determines the allowance based on historical write-off experience and member specific data. The
allowance for doubtful accounts was $1,283 and $1,000 at December 31, 2019 and 2018, respectively.

Pledges receivable

Pledges receivable are unconditional promises to give that are recognized as contributions when the promise is
received. Pledges receivable that are expected to be collected in more than one year are recorded at fair value at
the date of promise. That fair value is computed using a present value technique applied to anticipated cash flow.
Amortization of the resultant discount is recognized as contribution revenue. The need for an allowance for
uncollectible pledges receivable is determined based on an evaluation of the collectability of individual promises.



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

All pledges were considered fully collectible at December 31, 2019 and 2018; accordingly, no allowance for
doubtful pledges receivable were recorded.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt securities
are valued at their fair values in the consolidated statement of financial position. Realized and unrealized gains
and losses are included in the change in net assets. Investments consist of common stock, mutual funds, and
fixed income securities that are publicly traded.

Inventories

Inventories consist primarily of apparel and snack items available for sale at PWC and are initially recorded at
cost (if purchased), using the average cost method, or fair value at date of donation (if donated), and
subsequently valued at the lower of cost or market. Inventory is included in prepaid expenses and other current
assets on the consolidated statements of financial position.

Property and equipment

Property and equipment are stated at cost or fair value at the date of the donation. Depreciation and amortization
are provided by the straight-line method based on estimated useful lives as follows:

Land improvements 10 years

Buildings 5 to 40 years
Leasehold improvements 8 to 15 years
Equipment 7 to 15 years

Depreciation expense was $637,077 and $632,851 for the years ended December 31, 2019 and 2018.

Goodwill

The Organization, under PWC, purchased the business and assets of Culpeper Sport & Racquet Club, which has
since been renamed to Culpeper Sport & Fitness (CSF), during the year ended December 31, 2017. The
Organization disposed of most of the assets included in the purchase prior to placing in service, and the net
purchase price was capitalized as goodwill. The goodwill related to CSF is being amortized on a straight-line
basis over 10 years, and amortization expense was $5,730 for both 2019 and 2018.

Advertising

Advertising expenses are charged to expense as incurred and are not material.

Functional allocation of expenses

Program, management and general, fundraising, and rental property costs have been summarized on a
functional basis in the consolidated statement of functional expenses. Certain indirect costs have been
allocated to programs and supporting services on the basis of the activity benefited.

10



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

The expenses that are allocated include the following:

Expense

Personnel costs
Depreciation & amortization
Occupancy

Professional fees

Taxes & licenses
Marketing and promotion
Insurance

Office supplies

Bank charges

Travel and conferences
Dues and subscriptions

Method of
__Allocation

Time and effort
Square footage
Square footage
Actual usage
Square footage
Actual usage
Square footage
Actual usage
Actual usage
Time and effort
Actual usage

Income tax status

CWEF is exempt from federal income taxes under Code Section 501(c)(3) of the Internal Revenue Code (the
Code). In addition, CWF qualifies for the charitable contribution deduction under Section 170(b)(1)(A) of the
Code and has been classified as an organization that is not a private organization under Code Section
509(a)(2). PWC is a limited liability company that has not elected to be taxed as a Corporation under current
Internal Revenue Service regulations. As such, PWC is a disregarded entity for federal income tax purposes and
does not have to file an annual federal return. Rather, its tax results are reflected on the annual tax filings of its
member as if the activities of PWC were activities of the member.

Management evaluated CWF’s tax positions and determined that CWF has no uncertain tax positions that
require adjustment to the consolidated financial statements at December 31, 2019 and 2018. CWF files Form
990, Return of Organization Exempt from Income Tax, annually with the United States Department of the
Treasury.

Estimates and assumption

The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America 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 consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

New accounting pronouncement

Revenue from Contracts with Customers

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2014-09, “Revenue from Contracts with Customers (Topic 606)”. The core principle of this standard is that an
entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.
This guidance also requires enhanced disclosures regarding the nature, amount, timing and uncertainty of
revenue and cash flows arising from an entity’s contracts with customers. The Organization adopted ASU 2014-
09 during 2019 noting no material impact to the financial statements.

Membership dues are recognized over time totaling $1,900,468 in 2019. Ancillary revenue is recognized at a point
in time totaling $559,932 in 2019.

11



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Membership dues revenue is recognized on a month-to-month basis with no annual contract, therefore it can vary
each month. Ancillary revenue varies based on sales made or services provided.

Accounting Guidance for Contributions Received and Contributions Made

In June 2018, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2018-08, “Clarifying the Scope and the Accounting Guidance for Contributions Received and Contributions (Topic
958)”. Under this guidance, it provides clarification for determining whether transactions should be accounted for
as contributions (nonreciprocal transactions) or as exchange (reciprocal) transactions and determining whether a
contribution is conditional. The Foundation adopted ASU 2018-08 during 2019 noting no material impact to the
financial statements.

Recent accounting pronouncements
Leases

In February 2016, the FASB issued ASU 2016-02, “Leases”. Under the new standards, lessees will need to
recognize a right-of-use asset and a lease liability for virtually all their leases (other than leases that meet the
definition of a short-term lease). The liability will be equal to the present value of lease payments. For income
statement purposes, the FASB continued the dual model, requiring leases to be classified as either operating or
finance. Operating leases will result in straight-line expense (similar to current operating leases) while finance
leases will result in a front-loaded expense pattern (similar to current capital leases). Classification will be based
on criteria that are largely similar to those applied to current lease accounting. Extensive quantitative and
qualitative disclosures will be required to provide greater insight into the extent of revenue and expense
recognized and expected to be recognized from existing contracts. The new standard will be effective for the
Foundation January 1, 2021, and the Foundation is currently evaluating the effect this accounting standard may
have on its financial statements.

Subsequent events

Subsequent events have been evaluated through May 15, 2020, which was the date the consolidated financial
statements were available to be issued.

Subsequent to the balance sheet date, the World Health Organization declared the outbreak of COVID-19, a
novel strain of Coronavirus, a pandemic. The coronavirus outbreak is disrupting supply chains and affecting
production and sales across a range of industries. The extent of the impact of the outbreak on the Foundation’s
operational and financial performance will depend on certain developments, including the duration and spread of
the outbreak, impact on the Foundation’s customers, employees and vendors, and governmental, regulatory and
private sector responses. The financial statements do not reflect any adjustments as a result of the subsequent
increase in economic uncertainty.

On April 20, 2020, the Foundation was granted a loan from Blue Ridge Bank in the aggregate amount of

$372,900 pursuant to the Paycheck Protection Program (the “PPP”) under Division A, Title | of the CARES Act,
which was enacted March 27, 2020.

12



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

2. Availability and Liquidity

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

Cash and cash equivalents $ 343,332
Accounts receivable 88,945
Pledges receivable 500,000
Prepaid expenses and other current assets 88,589
Investments 23,717,668
Total assets available within one year $ 24738534

The Organization has investments functioning as a board-designated endowment, which is available for general
use.
3. Pledges Receivable

Pledges receivable are carried at net realizable value at December 31, 2019 and 2018 and consisted of the
following:

2019 2018
Amounts due in:
Less than one year $ 500,000 $ 500,000
Amounts due in:
One to five years $ 1,500,000 $ 2,000,000
Less present value discount (44.000) (129,000)
$ 1,456,000 $ 1,871,000

A discount rate of 1.5% was used to calculate the present value of the pledges receivable at December 31, 2019
and 2018.

4. Board Designated Endowment

The Organization's endowment is a fund designated by the Board of Directors to function to act as an
endowment. As required by generally accepted accounting principles, net assets associated with endowment
funds, including funds designated by the Board of Directors to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions. There are no donor-imposed
restrictions on this fund; therefore, it is classified in net assets without donor restrictions in the accompanying
consolidated financial statements.

The Organization has adopted investment and spending policies for the Board Designated endowment assets
that attempt to provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. The Organization’s Board of Directors committed to
hold the corpus of the endowment funds in perpetuity. The Organization distributes funds from the endowments
as needed in accordance with its spending policy. The Organization has a policy of appropriating for distribution
each year 4% of value of the endowment fund.

13



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

A summary of the activity in endowment funds for the year ended December 31, 2019 and 2018 is as follows:

Endowment Net Assets without Donor Restrictions,

December 31, 2017 $ 2,796,386
Investment return:

Investment income, net 41,808

Net depreciation in fair value of investments (145,848)
Total investment return 2,692,346
Funds deposited during the year 37,500
Appropriated for expenditures (67,500)
Endowment Net Assets without Donor Restrictions,

December 31, 2018 2,662,346
Investment return:

Investment income, net 111,564

Net appreciation in fair value of investments 504.108

Total investment return 615,672
Funds deposited during the year 232,000

Appropriated for expenditures -
Endowment Net Assets without Donor Restrictions,

December 31, 2019 $ 3,510,018
5. Investments

Marketable securities at December 31, 2019 and 2018 carried at fair value as determined by quoted market prices
are as follows:

2019 2018
Money market funds and cash equivalents $ 1,095,945 $ 844,241
Mutual funds 17,590,565 12,933,562
Fixed income 4,428,431 3,697,764
Government and agency bonds 602,727 942,863
$ 23,717,668 $ 18,418,430

The following schedule summarizes investment income and gains, in the consolidated statement of activities at
December 31, 2019 and 2018:

2019 2018
Interest and dividends $ 484,563 $ 434,965
Investment fees (161,359) (154,777)
Net realized and unrealized gains (losses) on investments 3,526,881 (972,318)

$ 3,850,085 $ (692,130)

14



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

6. Fair Value Measurements

Fair Value, as defined under Generally Accepted Accounting Principles (GAAP), is an exit price representing the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. GAAP establishes a three-tier fair value hierarchy that prioritizes the inputs
used in measuring fair value. These tiers include:

Level 1: Observable inputs such as quoted prices in active markets.

Level 2: Inputs other than quoted prices in active markets that are either directly or indirectly
observable.

Level 3: Unobservable inputs about which little or no market data exists, therefore requiring an entity to
develop its own assumptions.

Assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair
value measurement. The Organization’s assessment of the significance of a particular input to the fair value
measurement requires judgment and may affect the valuation of fair value assets and liabilities and their
placement within the fair value hierarchy levels.

There have been no changes in the methodologies used at December 31, 2019 and 2018. The following is a
description of the valuation methodologies used for instruments measured at fair value:

Money market funds and cash equivalents
Money market funds and other cash equivalents are recorded at cost which approximates fair value. Both
observable and unobservable inputs are used to value these investments.

Mutual funds and fixed income securities
Mutual funds and fixed-income securities are valued using quoted market prices.

Government and agency bonds
Government and agency bonds are valued using model-based valuation techniques.

The following tables set forth by level within the fair value hierarchy the Organization’s assets accounted for at fair
value on a recurring basis as of December 31, 2019 and 2018.

Assets at Fair Value as of December 31,2019

Level 1 Level 2 Level 3 Totals
Money market funds and
cash equivalents $ 1,095,945 $ - $ - $ 1,095,945
Mutual funds 17,590,565 - - 17,590,565
Fixed income securities 4,428,431 - - 4,428,431
Government and agency bonds - 602.727 - 602,727
$23,114,941 $ 602,727 $ - $ 23,717,668
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— Assets at Fair Value as of December 31,2018

Level 1 Level 2 Level 3 Totals
Money market funds and
cash equivalents $ 844,241 $ - $ - $ 844241
Mutual funds 12,933,562 - - 12,933,562
Fixed income securities 3,697,764 - - 3,697,764
Government and agency bonds - 942,863 - 942,863

17,475,567 942,863 $ $18,418,430

7.  Net Assets with Donor Restrictions

Net assets with donor restrictions consist of a pledge from Novant Health UVA Health System Culpeper Medical
Center as of December 31, 2019 and 2018. Due to the satisfaction of time restrictions as pledge payments were
received, net assets of approximately $500,000 were released to meet charitable community wellness needs
during both the year ended December 31, 2019 and 2018.

8. Annuity Obligation

The Organization is a party to a gift annuity agreement with a donor requiring annual payments of $2,450. The
recorded obligation represents the present value of expected payments over the donor's remaining life
expectancy measured according to IRS annuity tables using a discount rate of 6%.

9. Compensated Absences

Employees who have met length-of-service requirements (as defined by the Organization’s policies) earn
compensatory leave. Employees may carry a maximum of 180 hours of compensatory leave. At termination or
retirement, employees who have met separation-of-service requirements (as defined by the Organization’s
policies) will be paid for compensatory leave balances, as follows: 100% of the first 50% of eligible hours and 50%
of the remaining eligible hours. At December 31, 2019 and 2018, the Organization’s accrual for compensated
absences was $44,381 and $45,787, respectively, and is included in accrued expenses in the accompanying
consolidated statements of financial position.

10. Rental Income

The Organization is the lessor of various real estate properties under operating leases expiring in various years.
In addition, PWC and CWF both lease property to a related party. Rental income for the year ended December
31, 2019 was approximately $715,000, of which approximately $513,000 was income from related parties. Rental
income for the year ended December 31, 2018 was approximately $795,000, of which approximately $519,000
was related party income. There is also approximately $95,000 of in-kind rental income presented as a part of
contributions in the accompanying consolidated statements of activities related to use of rental space the
Organization donates to other non-profits at both December 31, 2019 and 2018, respectively. Several of the
Organization’s leases have various renewal options and escalating lease clauses that are not included in the
amounts below.

16



Culpeper Wellness Foundation, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Expected annual rental income on theses leases are as follows:

2020 $ 637,430
2021 270,371
2022 166,210

$ 1,074,011

11. Related-Party Transactions

Throughout the year, the Organization reimburses certain expenses to Novant Health UVA Health System
Culpeper Medical Center, which was formerly majority-owned by the Organization and is considered a related
party. There is $0 outstanding for reimbursable expenses, which is included in accounts payable, as of December
31, 2019. Pledges receivable from Novant Health UVA Health System Culpeper Medical Center were $1,956,000
and $2,371,000 net of the pledge discount as of December 31, 2019 and 2018, respectively. The pledge is
receivable in annual installments of $500,000 over 10 years. The pledge is to be used by the Organization, as it
deems appropriate, to meet charitable community wellness needs. The pledge is more fully described in Note 3
and Note 7.

12. Operating Leases

Effective February 1, 2016, the Organization entered into a three-year lease agreement for office space in
Culpeper, Virginia. The lease requires initial monthly rent of $2,735, increasing to $2,985 after six months; and
provides for 2% increases in monthly rent at each anniversary date. The lease contains a renewal provision at the
Organization’s option for an additional two-year term. The Organization exercised the two-year option resulting in
lease expiration of January 31, 2021.

The Organization also entered into a three-year lease agreement effective September 1, 2017 for CSF
operations. The lease requires initial monthly payments of $6,134, with scheduled increases of approximately 4%
at each anniversary date and an option for an additional two-year term.

Minimum lease payments for future years ending December 31 are as follows:

2020 $ 91,853
2021 3,231

$ 95,084

13. Defined Contribution Plan

The Organization has a defined contribution plan covering all employees who are over 21 years of age and have
three months of service. Employees’ matching contributions are based on a percentage of salary contributed by
participants who have attained one year of service. Employee contributions are fully vested and employer
contributions are 100% vested after one year of service. The employer match was not material in 2019 or 2018.

14. Sale of Property

During 2019, the Organization sold two pieces of property for total proceeds of $1,374,308 resulting in a gain of
$975,847.
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15. Donation of Property
On December 30, 2019, the Organization donated a property in Madison County with a book value of $548,000

for strategic initiative purposes. The donation is subject to reversion for a period of twenty years if the grantee or
its successor uses the property for any purpose other than general community health and wellness.
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