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KPMG LLP

345 Park Avenue
New York, NY 10154-0102

Independent Auditors® Report

The Board of Trustees
March of Dimes Foundation:

We have audited the accompanying financial statements of the March of Dimes Foundation, which
comprise the balance sheet as of December 31, 2013, and the related statements of activities, functional
expenses, and cash flows for the year 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 U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ 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 organization'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 organization'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.

KPMG LLP is a Delaware limited liability parinership,
the U.S. member firm of KPMG International Cooperative
("KPMG International™), a Swiss entity.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of March of Dimes Foundation as of December 31, 2013, and the changes in its net
assets and its cash flows for the year then ended in accordance with U.S. generally accepted accounting

principles.
Report on Summarized Comparative Information

We have previously audited the March of Dimes Foundation’s 2012 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated April 17,
2013. In our opinion, the summarized comparative information presented herein as of and for the year
ended December 31, 2012 is consistent, in all material respects, with the audited financial statements from

which it has been derived.

KPMes LLP

April 9, 2014



MARCH OF DIMES FOUNDATION
Balance Sheet
December 31, 2013, with comparative amounts as of December 31, 2012
(amounts in thousands)

Assets 2013 2012

Cash and cash equivalents........... erbstsssstesattrss s s naans SOVTTOI PPN srsssssssnsnessanes rreessesatisasen $ 11,647 § 15,882
Sponsorships and other receivables......ocivmesrareen bttt aeares PR U 7,882 8,110
Inventory and other assets........ revests st nnaansnes bt s saR e b st s as e s cetresassesstnsans . 6,200 0,166
Investments (note 2)......e.e. wnresessta s asasene rerrennsssestisansnssens rerseans risensnesnens SO 104,074 100,241
Assets held in trust by others (notes 2 and 4)...ccuvcrrerrianres resessesssssesssaransen sesressesserrrares 11,169 16,052
Land, building and equipment - net (nofe 5)......ceveu. st ns e ren sesrrssnestesneens rressraseisee 12,982 15,071

Total ASSelS.cceeriveercssersssrnesraren ersareresessnerinassresens JTOTR erreessassaranns eerereresanen § 153954 § 155,522

Liabilities and Net Assets

Accounts payable and accrued eXpenses....iinsensisanse S sasersessisesesrans ee B 10964 § 11,484
Grants and awards payable - net (note 3)....iviviniecssniane RO S—— 15,331 21,421
Refundable advances and deferred revenue.....iiee vrberressesteseaseanass e asesareree corvnenanes 1,668 1,408
Accerued pension and postretirement benefit ebligation (nete 9)........ SR— 46,914 114,430

Total liabilitieS,.vicnivieseens tesst st eseatestesssreen trosnesssassnesntsnsane srsisssbinrssnsrsas vressaressssne 78,877 148,743

Commitments and contingencies (notes 8 and 9)

Net assets:

Unrestricted:
Operating........... esetrerteresnsesaarens reersssbseisssssesesstreneeatetaEELSe iSO tEResSessaRttattserarntsssns 105,039 106,677
Accrued pension and postretirement benefit obligation.......... samsenersarsssenss (46,914) (114,438
Total Unrestricted. e ettt st anrs corsarissrensaaessrons rrensases 58,125 (7,753)
Temporarily restricted (note 4)........... FOTUOTO P rrsssiras s niares . 3,732 2,711
Permanently restricted (note 4)......... cenrersessantesanneerran TR rersassssesrisnnnsanns . 13,220 11,821
Total net assets....... verresestnniastesasaren sarersrssasasinersann ot iasinanensensas S 75,077 6,779
Total liabilities and net assets....c.... reraressasssnissssnnes erersesesnrseeasrs e 3 153,954 § 155,522

See accompanying notes to financial statements.



MARCH OF DIMES FOUNDATION
Statement of Activities

Year ended December 31, 2013, with summarized totals for the year ended December 31,2612

(amounts in theusands)

Temporarily 2013 2012
Unrestricted Restricted Total Total
Operating Activity
Revenue:
Campaign contribntions and sponsorships . $ 197,980 $ 776 $ 198,756 $ 208,988
Less: direct benefits to donors and sponsors..... (14,661) - (14,661) (14,194)
Net campaign contributions and sponserships....aanmn. 183,319 776 184,095 186,794
Bequests . 1,896 193 2,645 2,743
Government, foundation and corporate grants 1,444 1,772 3,216 3,200
Major gifts and other contribufions. .. 3,835 1,835 5,670 6,235
Coniributed materials and ServiCes.. oo . 3,581 - 3,581 2,600
Investment return appropriated for eperations (nofe 2).....ciiiinns 4,931 269 5,200 5,260
Program service revenli€....n " 1,787 - 1,787 1,747
Other.... 1,323 - 1,323 1,462
Net assets released from restrictions 4,283 (4,283) - -
Total revenue. 206,399 5602 207,517 209,981
Fxpenses (nofe 7):
Program services:
Research and medical support. Frenesmerene bbb b 29,785 - 29,785 30,360
Public and professional education 80,267 - 80,267 83,608
Community services 53,321 - 53,321 53,109
Total program services 163,373 - 163,373 167,077
Supporting services:
Manzagement and Zeneral ..., 24,989 - 24,989 22,701
Fund raising . 27,757 - 27,757 30,631
Taotal supporiing services 52,746 - 52,746 53,332
‘Total expenses 216,119 - 216,119 226,409
{Deficiency) excess of aperating revenue over expenses 9,720) 562 (8,602) (18,428)
Non-operating Activity
Investment return greater than amount appropriated
for operations (NOLe 2).....cviiieiirerssisisniii i, 8,484 391 8,875 8,493
Net increase in fair value of assets held in trust
BY OtHerS. v vurerernrie it s - 68 911 466
Pension and postretivement credit (costs) ather than net periodic
henefit costs (note 9. 67,114 - 67,114 (3,685)
Change in net a88etS... i mcrierssiiseisimssnmnsmmssss s 65,878 1,621 68,298 (5,154)
Net assefs at beginning of year........ . (7,753) 2,711 6,779 11,933
Net assets at end of year $ 58,125 $ 3,732 75,077 6,779

See accompanying niotes to financial statements.
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MARCH OF DIMES FOUNDATION

Statement of Cash Flows
Year ended December 31, 2013, with comparative amounts for the year ended December 31, 2612

(amounts in thonsands)

Cash flows from operating activities: 2013 2012
Change in net AsSetS.. s e PRSPPI | 68,298 (5,154)
Adjustments to reconcile change in net assets

to net cash used in operating activities:

Depreeiation 3,142 3,562

Net appreciation in fair value of investments : (12,139) (11,136)

Net increase in fair value of asscts held in trust by others..... i (911} (466)

Changes in operating assets and liabilities:
Sponsorships and other YecCivADIES. ..ot s 228 (1,595)
Assets held in trust by others (2006) (450)
Inventory and other assets... (34) 164
Accounts payable and accrued expenses (520) 242
Grants and awards payable (2,090) (896)
Refundable advances and deferred revenue., 260 (18)
Accrued postretirement and pension benefit obligation (67,516) 5,968

Net cash used in operating activities.... UV U TN (11,458) (9,779}

Cash flows from investing activities:

Purchase of fixed assets....... (1,053) (3,630)
Purchase of investments (5,861) (11,684)
Proceeds from sale of investments..........ocoieinn 14,167 28,274

Net cash provided by investing activities 7,253 12,960

Cash flows from financing activities:

Proceeds from line of credit, 18,060 10,004

Payments on linc of eredit. (10,000) (10,008}

PAYMENLS 01 IIOTEEAZE TR r i1 crennens e srnseisetssbaa st sab b ha bbb a1 AT T R e et e bt bt - (800)
Nef cash used in financing activities - (800)
Net (decrease) increase in cash and cash equivalents (4,235} 2,381

Cash and cash equivalents af DeZIMNINE 0f YEAT i it e di s sbss s st ot s e assasnasar e anes 15,882 13,501

Cash and cash equivalents at end of year $ 11,647 15,882

Supplemental disclosures: Interest paid PP 65 67

See accompanying notes to financial statements.




MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
{amounts in thousands)

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The mission of the March of Dimes Foundation (the Foundation) is to improve the health of babies by
preventing birth defects and infant mortality. The Foundation carties out this mission through
programs of research and medical support, community services, education, and advocacy.

The Foundation has been classified as an organization that is not a private foundation under Section
509(a)(1) and has been designated as a “publicly supported” organization under Section 170(b)(1)
(A)(vi) of the U.S. Internal Revenue Code (the Code) and as such is exempt from federal income tax
under Section 501(c)(3) of the Code.

The Foundation (including its National Office and Chapters) is a not-for-profit voluntary health
agency and contributions to it are tax deductible as prescribed by the Code.

Basis of Presentation

The financial statements include the accounts of the Foundation’s National Office and its Chapters.
All significant intra-Foundation accounts and transactions have been eliminated.

The accompanying financial statements have been prepared to focus on the Foundation as a whole and
to present balances and transactions according to the existence or absence of donor-imposed
restrictions. Accordingly, the net assets of the Foundation and changes therein are classified and

reported as follows:

Unrestricted Net Assets - Net assets resulting from revenue whose use by the Foundation is not
subject to donor-imposed restrictions.

Temporarily Restricted Net Assets - Net assets resulting from revenue whose use by the
Foundation is limited by donor-imposed stipulations that either expire by the passage of time or
can be fulfilled and removed by actions of the Foundation pursuant to those donor-imposed

stipulations.

Permanently Restricted Net Assets - Net assets resulting from revenue whose use by the
Foundation is limited by donor-imposed stipulations that neither expire by passage of time nor
can be fulfilled or otherwise removed by actions of the Foundation.

Revenues are reported as increases in unrestricted net assels unless their use is limited by donot-
imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and losses
on investments are reported as increases or decreases in unrestricted net assets unless their use is
restricted by donors or state law. Expirations of temporary restrictions on net assets (i.e., the donor-
stipulated purpose has been fulfilled and/or the required time period has elapsed) are reported as net
assets released from restrictions.

The Foundation excludes from operating activities investment return in excess of or less than the
amount appropriated by the Board of Trustees for spending (see note 2), the change in fair value of



MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

continued

assets held in trust by others, pension and postretirement costs or credits other than net periodic benefit
costs, and non recurring items.

Use of Estimates

The preparation of the financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and labilities and disclosures of contingencies at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Significant estimates made in
the preparation of the financial statements include the fair value of alternative investments, net
realizable value of receivables, pension and postretirement benefit costs and liabilities, and functional
expense allocations. Actual results may differ from those estimates.

Cash Equivalents

Cash equivalents consist of money market accounts and short-term investments with original
maturities of three months or less from the date of purchase, except for such investments purchased by
the Foundation and its investment manager as part of a long-term investment strategy.

Inventory

Inventory is stated at the lower of cost or market.

Fair Value of Financial Instruments

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants at the measurement date. It prioritizes the inputs to
the valuation techniques used to measure fair value by giving the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (L.evel 1 measurements) and the lowest
priority to measurements involving significant unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy are as follows:

Level 1  Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilities that the Foundation has the ability to access at the measurement date

Level 2 Inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly, including inputs in markets that are not considered to be active and alternative
investments redeemable at or near the balance sheet date

Level 3 Inputs that are unobservable and alternative investments that are not redeemable at or near
the balance sheet date



MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31,2012
(amounts in thousands)

continued

The Foundation follows the accounting standards of Fair Value Measurements and Disclosures —
Investments in Certain Entities That Calculate Net Asset Value per Share (or its Equivalent). This
guidance allows, as a practical expedient, for the estimation of fair value of investments in investment
companies for which the investment does not have a readily determinable fair value using net asset
value per share or its equivalent as reported by the investment managers.

Most investments classified in Levels 2 and 3 consist of shares or units in investment funds as opposed
to direct interests in the funds’ underlying holdings, which may be marketable. Because the net asset
value reported by each fund is used as a practical expedient to estimate fair value of the Foundation’s
interest therein, its classification in Level 2 or 3 is based on the Foundation’s ability to redeem its
interest at or near the date of the balance sheet. If the interest can be redeemed in the near term, the
investment is classified in Level 2. If the interest cannot be redeemed in the near term, the investment
is classified in Level 3. The classification of investments in the fair value hierarchy is not necessarily
an indication of the risks, liquidity, or degree of difficulty in estimating the fair value of each
investment’s underlying assets and liabilities.

Investments

Tnvestments are stated at fair value based upon quoted market prices except for the fair values of
institutional mutual funds and alternative investments, which are based on net asset values provided by
the fund managers and general partners, respectively, based upon the underlying net assets of the
funds. These values are reviewed and evaluated by management. Investmenis in alternative
investments are generally less liquid than other investments and the reported fair value may differ
from the values that would have been reported had a ready market for these securities existed. The
Foundation’s institutional mutual funds and alternative investments, including those held in the

pension plan, follow these basic strategies, as follows:

Fixed income - include investments in funds with the objective to achieve performance
consistent with major bond index funds.

Domestic equity — represent investments in actively managed portfolios seeking to outperform
market indices while focusing on risk reduction, cost minimization and trade effectiveness.

Long/short equity — primarily invesiments in marketable securities, attempting to realize gains
through the identification of under or over valued securities.

International — primarily include investments in publicly traded international equity securities.

Multi-strategy hedge funds — represent investments through fund of funds with individual
managers who employ a broad range of investment strategies that seek to benefit from
opportunities as they occur in the markets due to temporary dislocations or structural
inefficiencies and include event-driven strategies, distressed debt, merger and other arbitrage,

and value investing.

Commodity — investment funds that primarily invest in options to purchase commodities.
3
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MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

continued

Real estate — comprise limited liability company interests that focus on the purchase and
development, improvement, and management of residential, commercial, and industrial real
estate with value attempted to be realized through both rental income and gains in eventual
property sale through publicly traded real estate investment trusts (REITS) and privately held

properties.

Assets Held in Trusts by Others

The Foundation is named as beneficiary of several perpetual trusts and charitable remainder trusts that
are administered by third parties. The perpetual trusts are reported in the permanently restricted net
asset class at fair value based on quoted market prices of the underlying trust assets as provided by
trustees. Distributions from these trusts are generally unrestricted and are reported as investment
return. Those trusts in which the Foundation has a remainder interest are reported in the temporarily
restricted net asset class at the present value of the estimated future benefit to be received when the

trust assets are distributed.

Land, Building and Eguipment

Land is reported at cost. Building, building and leaschold improvements, furniture and equipment are
reported at cost less accumulated depreciation. Depreciation is provided on a straight-line basis over
the estimated useful lives of the assets or the life of the lease, whichever is shorter, ranging from three

to twenty-five years.

Grants Pavable

Grants awarded by the Foundation usually cover a period of one to three years. The Foundation
accrues grants and awards, not disbursed at year-end but specifically committed to designated
grantees, at the discounted present value for those grants payable beyond one year using a risk

adjusted rate.

Contributions, Bequests and Grants

Contributions, including unconditional promises to give, are recognized as revenue in the period
received or pledged. Bequests are recognized as revenue when the Foundation has an irrevocable right
to the gift, such as when the bequest has been through probate and declared valid. Related receivables

are generally due within one year.

Government and certain foundation and corporate grants are accounted for as exchange transactions
whereby revenue is recognized when related expenses are incurred. Amounts received but not yet
expended are reported as refundable advances.

The Foundation receives corporate sponsorships in connection with March for Babies and other
special events.  Although most of these sponsorship arrangements are considered exchange
transactions under which sponsors receive direct benefits, the revenue earned is reported with
campaign contributions.
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MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

continued

In 2013 and 2012, the Foundation recognized $3,581 and $2,600, respectively, of contributed services
and materials revenue (related expenses are included in professional fees, equipment and travel).
Contributed services are provided by doctors, nurses and other healthcare professionals who serve on
its Research and Program Service Committees. Contributed materials include donation of software
and airline miles. Many other volunteers have made significant contributions of time to the
Foundation’s program and suppotting functions. The value of these contributed services does not
meet the criteria for recognition and, accordingly, is not recognized in the accompanying financial
statements.

Taxes

The Foundation recognizes the benefit of tax positions when it is more likely than not that the position
will be sustainable based on the merits of the position.

Comparative Information

The financial statements include certain 2012 comparative information. With respect to the statement
of activities, such prior year information is not presented by net asset class and, in the statement of
functional expenses, 2012 expenses by natural classification are presented in total rather than by
functional category.  Accordingly, such information should be read in conjunction with the
Foundation’s 2012 financial statements from which the summarized information was derived.

Subsequent Events

In conjunction with the preparation of the financial statements, the Foundation evaluated events
subsequent to December 31, 2013 and through April 9, 2014, the date on which the financial
statements were issued and determined that no additional disclosures were required.



MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
{amounts in thousands)

INVESTMENTS

The following table presents the Foundation’s fair value hierarchy for those assets measured at fair
value as of December 31, 2013:

Investments: Fair Value  Level 1 Level2  Level3
Short-term SECUTItES. ... ..vvvrivieeeireincenens $ 948 § 948 § - 5 -
Fixed income:

Government SECUrities. . ..o oovevevieriienrennn. 272 - 272 -
Domestic common stock..........oovvveiiiin 25,726 25,726 - -
Publicly traded mutual funds:

Domestic equity..........cocoviiiiiiini, 7,208 7,208 - -

Fixed COME. ... vv v eeeeieieaes 15,770 15,770 - -

Real eState....ovvvnivieeeieicrnvineieneeneneaes 5,095 5,095 - -

CommOodity.....ooeviveinieiiin i 3,620 3,620 - -

International. .. .....oooeieiiiiiiiie e 517 517 - -
Institutional mutual funds:

Fixed COME. .o v iiir i veeaenrcnianes 6,324 - 6,324 -

International equity ..., 12,298 - 12,298 -
Alternative investments:

Multi-strategy hedge funds...................... 14,879 - 14,879 -

International..........c.oooveiiriviiniiieieienen. 11,417 - 11,417 -

Total inVEStMENtS. . ...ovvvveeeeeiieiieeeirnenns $ 104,074 $58,884 $45190 $ -

Assets held in trust by others........................ $§ 11,169 § - § - $11,169




MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

continued

The following table presents the Foundation’s fair value hierarchy for those assets measured at fair
value as of December 31, 2012:

Investments: Fair Value  Level 1 Level2  Level 3
Short-term securities. .......oooevvveiivenennnss $ 902 $ 902 § - 8 -
Fixed income:

Government SECUrities.......covevrirvenvnenns. 618 - 618 -
Domestic common stock...........coviveninnnn 18,235 18,235 - -
Publicly traded mutual funds: '

Domestic €qUity......ccovvvevriviiinnin 6,369 6,369 - -

Fixed INCome.......c.oovivvieiiieiincniins 16,517 16,517 - -

Realestate.........occoiiiiiiiiiiiiiiiene, 4,943 4,943 - -

Commodity......ccoovvniiniiiiiins 4,249 4,249 - -

International..........cooeviiiiniinieenne. 493 493 - -
Institutional mutual funds:

Fixed Income......coovieiiiiii e 7,056 - 7,056 -

International equitY......ocoevvvrevvneeicinae, 13,164 - 13,164 -
Alternative investments:

Multi-strategy hedge funds...................... 15,654 - 15,654 -

International...........ooiiiiiiiiiiinnee 12,041 - 12,041 -

Total INVEStMENTS. . ..ovvrveervreeeeeeriiiannin. $ 100,241 §$51,708 $48533 § -

Assets held in trust by others........................ $ 10,052 § - 8 - $10,052




MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS

December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012

2. continued

{amounts in thousands)

The following table presents a reconciliation for all Level 3 assets measured at fair value:

Assets held in trust by others

2013 2012
Balance at January 1,......ooooovnviinioiiinninnn. $ 10,052 § 9,136
Contributions. ........oocovrioiriiiiiiinneae 656 450
Distribution of proceeds from trust................. (450) -
Net appreciation in fair value of investments..... 911 466
Balance at December 31, ...ooviiiiiiieinn $ 11,169 § 10,052

The Foundation’s policy is to record transfers from Level 3 to Level 2 on the actual date of the event
or change in circumstances that caused the transfer. There were no such transfers in 2013 or 2012.

As of December 31, 2013,

the following table summarizes the composition of institutional mutual

funds and alternative investments at fair value by the various redemption provisions:

Days notice for

Redemption Period Amount redemption
Daily:

Institutional - Fixed income........... $ 6,324 |
Monthly:

Institutional - International equity.... 12,298 6

Alternative - International............. 11,417 5
Quarterly:

Alternative - Multi-strategy............ 14,879 65-90
Tolal. oo $ 44918
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MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

continued

The Foundation reports as operating revenue the amount of investment return appropriated by the
Board of Trustees for spending. This amount includes return on investments held as part of a long-
term investment strategy as well as return on cash and cash equivalents. The difference between the
actual return and the authorized spending level is reported as non-operating activity. The components
of investment return are as follows:

2013 2012
Interest and dIVIAendS........vvvnieeiiei e $ 1,936 $ 2,557
Net appreciation in fair value of investments.......................... 12,139 11,136
Total investment retlIm. ... ..ovvvre i 14,075 13,693
Amount appropriated for operations...............ccooeviiiin (5,200) (5,200)
Investment return greater than amount appropriated
FOT OPETALIONS. .. o1vven ettt e $ 8875 § 8,493

GRANTS AND AWARDS PAYABLE

Grants and awards payable at December 31, 2013 are scheduled to be paid as follows:

Year ending December 31, Amounts
201 $ 14,916
20 S e - 4,529
20016, 81
Discount to present value (at 4.23%)............. (195)
Grants and awards payable, net................... $ 19,331

The Foundation has recorded grant expense of $1,000 in both 2013 and 2012 for grants to the Salk
Institute for Biological Studies. On April 12, 2011, an agreement was signed between the Foundation
and the Salk Institute for an annual $1,000 conditional grant. The agreement supports research at the
Salk Institute through 2025 based upon conditions included in the agreement. The grant expense is
recognized annually as the conditions are assessed and determined to have been met. The President
of the Foundation is a volunteer board member of the Salk Institute.




MARCH OF DIMES FOUNDATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

TEMPORARILY AND PERMANENTLY RESTRICTED NET ASSETS

Temporarily restricted net assets at December 31, 2013 and 2012 were available for the following
purposes:

2013 2012
Remainder trusts in the custody of others............ $ 1,559 § 1,841
Chapter programs and other.................cooon 2,173 870
TOtal. e e $ 3,732 § 2,711

Permanently restricted net assets at December 31, 2013 and 2012 consist of perpetual trusts held by
others of $9,610 and $8,211, respectively, and donor-testricted endowments of $3,610 for 2013 and

2012.
Endowment

The Foundation’s endowments consist of 21 individual donor-restricted funds established for a variety
of purposes, principally research. The Foundation has no board designated endowment funds. '

Interpretation of Relevant Law

The Foundation’s endowment is subject to the provisions of the New York Prudent Management of
Tnstitutional Funds Act (NYPMIFA), which imposes guidelines on the management and investment of
endowment funds. The Foundation classifies as permanently restricted net assets (a) the original value
of gifts to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment, and (¢) accumulations of investment returns on the permanent endowment made in
accordance with the direction of the applicable doner gift instrument, when applicable. The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified in temporarily restricted net assets until those amounts are appropriated for
expenditures. Such amounts recorded in temporarily restricted net assets are released from restriction
when the donor stipulated purpose has been fulfilled and/or the amount has been appropriated in
compliance with the Board of Trustees approved spending policy.
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NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
{amounts in thousands)

continued
The following table presents changes in endowments for the year ended December 31, 2013:

Temporarily ~ Permanently

Unrestricted  restricted restricted Total

Endowment net assets at January 1, 2013 $ - 8§ 331§ 3,610 § 3,941
Investment INCOME......ooveervnsiinneiinieinnns - 80 - 80
Net appreciation (realized and unrealized)..... - 537 - 537
Appropriation of endowment assets

for expenditure...........oocooei - (225) - (225)
Endowment net assets at
December 31, 2013, 0iviiiiiceces $ - 723 0§ 3,610 § 4,333

The following table presents changes in endowments for the year ended December 31, 2012:

Temporarily ~ Permanently

Unrestricted  restricted restricted Total
Endowment net assets at January 1, 2012 $ (54) § - § 3598 0§ 3,544
TAVESTMENT HCOME. .. vvvivierneeriiaeiriiiienes - 103 - 103
Net appreciation (realized and unrealized)..... 54 433 - 487
Contributions. . ....oovvvviiirirrin - - 12 12
Appropriation of endowment assets
for expenditure. .. ..o - (205) - (205)

Endowment net assets at

December 31,2012, .0 $ - 3 331§ 3610 § 3941

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or relevant law requires the Foundation to refain as a
fund for perpetual duration. There was no such deficiency in 2013 or 2012.

11
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December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
{amounts in thousands)

continued

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
protect the original value of the gift. Under this policy, as approved by the Board of Trustees, the
endowment assets are invested in a manner that is intended to produce results that match the price and
yield results of the S&P 500 index. The Foundation expects its endowment funds, over time, to
provide an average rate of return of approximately 8% annually. Actual returns in any given year may

vary from this amount.

Spending Policy

The Foundation annually reviews its investment policy and includes considerations that specifically
address appropriation from endowment funds in accordance with NYPMIFA. In years where the
endowment fund experiences a gain, the Foundation’s spending policy provides that 5% of the market
value of the endowment funds will be appropriated for expenditure. In years where the endowment
portfolio suffers a loss, no amounts will be appropriated, unless it is considered reasonable to do so

due to accumulated gains.

LAND, BUILDING AND EQUIPMENT
Land, building, and equipment as of December 31, 2013 and 2012 consist of the following:

2013 2012
) 7 Y TR PP PP $ 918 $ 918
Building and building and leaschold improvements............. 27,907 27,807
Furniture and €qUipment. ......oovvoivirviinin 26,493 25,540
N7 TR O SPT PO PPRPPPPP 55,318 54,265
Accumulated depreciation............oooii (42,336) {39,194)
Land, building and equipment, Net...........ocovimverreinniennnn $ 12,982 § 15,071

12
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NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
{amounts in thousands)

LINE OF CREDIT

The Foundation has available an unsecured line of credit that provides for $10,000 of short term
financing during the year, increasing to $15,000 between the months February and May. Borrowings
against this loan were at LIBOR daily floating rates. In 2013 and 2012, $10,000 of the line was used
and subsequently repaid. In 2013 and 2012, the interest cost amounted to $65 and $45, respectively.
The credit line was amended on December 17, 2013 to extend the term through January 13, 2015.

ALLOCATION OF JOINT COSTS

In 2013 and 2012, the Foundation conducted activities, principally direct response, that included fund-
raising appeals as well as program components. The joint costs incurred were allocated as follows:

2013 2012
Public and professional education...... $ 20,398 $ 20,723
Management and general................ 5,268 4,972
Fund raising............ooeeiiiiiicn 7,383 8,140
Total. .o $ 33,049 $ 33,835
COMMITMENTS

The following is a schedule of the approximate future minimum rental payments required under
operating leases that have initial or remaining noncancelable lease terms in excess of one year as of
December 31, 2013:

Year ending December 31, Amounts

2014 e $ 06,235
200 4,876
2006, e 3,800
200 3,006
208 e 1,863
2019 and thereafter...........ocooiiiiiiinnns 1,226

Total rental expense was $6,532 and $6,711 in 2013 and 2012, respectively.

13
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NOTES TO FINANCIAL STATEMENTS
December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

RETIREMENT PLANS

The Foundation has three retitement plans for employees who meet certain eligibility requirements - a
noncontributory defined benefit pension plan, a defined contribution plan for which there could be an
employer match for employees who elect to participate in the plan, and a noncontributory defined
contribution plan. In 2013 and 2012, the defined contribution match has been temporarily suspended.
Pension expense relating to the noncontributory defined contribution plan for 2013 and 2012 was
$1,137 and $1,138, respectively. The Foundation’s contributions are made in accordance with the
Employee Retirement Income Security Act of 1974.

In addition to providing pension benefits, the Foundation sponsors an unfunded postretirement benefit
plan that covers employees who meet certain eligibility requirements. The plan provides healthcare
benefits and life insurance benefits. The healthcare plan is contributory with participants’
contributions adjusted annually. Tn accordance with a 2013 plan amendment, certain benefits were
eliminated for active and retired employees who did not meet certain eligibility requirements. The
impact on expense will be recognized over the next several years.

The following tables provide information with respect to the defined benefit pension and
postretirement benefit plans as of and for the years ended December 31, 2013 and 2012:

Pension Benefits Other Benefits
2013 2012 2013 2012
Change in projected benefit obligation
Benefit obligation at January 1,................. $ 193,336 $ 171,668 $ 48,557 $ 48,523
S OIVICE COSL. ettt et e asabeaaes 2,814 2,492 734 1,109
TIEEIESE COST. et vttt treaacnnenaersirnarnnaeanas 8,205 8,288 1,611 2,160
Participant contributions.............c....oooov - - 397 317
Actuarial (gain) 10ss............ooi (13,482) 19,272 (13,164) (1,584)
Federal retiree subsidy and reimbursements.. - - 171 188
Plan amendments............ooveeeiniiinen - - (21,309) -
Benefit payments.......oooveeeearvneinian (10,817) (8,384) (2,127) (2,156)
Benefit obligation at December 31,.......... $ 180,056 $ 193,336 $ 14,870 $ 48,557
Change in fair value of plan assets
Fair value of plan asscts at January 1,......... $ 127,463 $ 111,729 $ - $ -
Actual return on plan assets............ooeenen 22,766 15,618 - -
Employer contributions............cooovinnn. 8,600 8,500 1,730 1,839
Participant contributions..............cooeeivns - - 397 317
Benefit payments......ooovvviivnenin, (10,817) (8,384) (2,127) (2,156)
Fair value of plan assets at
December 31,0 e $ 148,012 $ 127,463 $ - $ -
Amounts recognized in the balance sheet
Accried benefit liability...........ooooiinin. $ (32,044) $ (65873) § (14,870) _$ (48,557)
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December 31, 2013, with comparative amounts as of and for the year ended December 31, 2012
(amounts in thousands)

contimed
Pension Benefits Other Benefits
2013 2012 2013 2012
Net periodic benefit costs
QEIVICE COSEuenenenniriinererarnrneaeneeieens $ 2814 § 2492 $ 734 $ 1,109
TtereSt COSt. .. oiiererteneaniiiinearinanenns 8,205 8,288 1,611 2,160
Expected return on plan assets.............. (10,273) (9,126) - -
Amortization of prior service credit........ - - (1,522) (716)
Amortization of net loss.........cooieinin. 8,467 7,563 383 664
Total net periodic benefit cost............. § 9,213 $ 9217 § 1206 § 3217
Curtailment gain recognized in operations - - (662) -

$ 9213 $ 9217 § 544  § 3,217

At December 31, 2013 and 2012, the accumulated benefit obligation on the defined benefit pension
plan amounted to $167,976 and §181,570, respectively.

Amounts not yet recognized as a component of net periodic costs for the year ended December 31,
2013;

Pension QOther
Benefits Benefits Total

$ 39103 § (1,827) $ 37276
- 01421) (21,421)

$ 39,103 $ (23,248) $ 15855

Net actuarial Loss (Zain).........coociviiiinin.
Prior service Credit. .o irr e

Amounts not yet recognized as a component of net periodic costs for the year ended December 31,
2012

Pension Other
Benefits Benefits Total

Net actUarial 0SS, ... .vvvneririirinenireereeraisaanareiene § 73,545 $ 11,719 $ 85,264
Prior service credit..o..ovuvvvreniiiininiii - (2,295) (2,295)

TOtAL et $ 73,545 $ 9424 § 82,969
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(amounts in thousands)

continued

The components of the pension and postretivement cost other than net periodic pension and
postretirement benefit costs for the year ended December 31, 2013:

Pension Other

Benefits Benefits Total
Net actuarial gain.............oooiiiiiiiiiiiiii e $ (25975 $ (13,164) § (39,139)
Prior service credit due to amendments..................... - (21,309} (21,309)
Curtailment gain...........oooeviiiiiiiiii s - 662 662
Recognized actuarial 108S..........coooviiiiiiiinenn. (8,407) (383) (8,850}
Amortization of prior service credit..........c.ocoeeinennt. - 1,522 1,522

Total of other changes in unrestricted net assets. ....... $ (34,442) $ (32,672) § (67,114)

The components of the pension and postretirement cost other than net periodic pension and
postretirement benefit costs for the year ended December 31, 2012:

Pension Other
Benefits Benefits Total
Net actuarial 1088 (g2i0).......ooieuiiiieiiiiiniienn $ 12,780 § (1,584) § 11,196
Recognized actuarial loss.................cooviiin. (7,563) (664) (8,227)
Amortization of prior service credit..................oeoel. - 716 716
Total of other changes in unrestricted net assets........ $ 5217 $§ (1,532) § 3,685

Estimated amounts to be amortized into net periodic benefit cost over the next year are as follows:

Pension Other
Benefifs Benetfits Total
Net actuatial loss (gain).......c.ccoooiiiiiiniiiiiininennnne $ 3376 § (46) § 3,330
Priof SEIVICE COSES...vviiiiinneriirieiicieneeire i eaneeaaes - (3,940) (3,940)
TOtal. oo $ 3376 § (3986) § (610)
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continued
Pension Benefits Other Benefits
2013 2012 2013 2012
Weighted average assumptions for benefit obligations
DASCOURL FAE. .. eve e 4.94% 4.29% 4.26% 4.26%
Expected return on plan assets........c.ocovvrvrviviennns 7.75% 8.00% N/A N/A
Rate of compensation inCrease............c..ccoeeuveennn. 3.25% 3.25% N/A N/A
Weighted average assumptions for benefit costs
DISCOUNE FAE. ..\ iiu ittt eeieei e e ceeenens 4.29% 4.95% 4.26% 4.96%
Expected return on plan assets............ooevveeennenn. 8.00% 8.00% N/A N/A
Rate of compensation increase.........oovvvveveivneenn. 3.25% 3.50% N/A N/A
Assumed healthcare cost trend rates
Healthcare cost trend rate assumed for next year.. ...
Pre-65. oo N/A N/A 8.00% 7.00%
POSE65. .o N/A N/A 6.00% 7.00%
URIMAate 185, .. ovev e e e e
Pre-65. i N/A N/A 4.75% 5.00%
POSt-05. N/A N/A 4.75% 5.00%
Year that the ultimate rate is reached...................
Pre-65. o N/A N/A 2027 2017
POSE65. . N/A N/A 2019 2017
Impact of one-percentage-point change
in assumed healthcare cost trend rates Increase Decrease Increase Decrease
Effect on service cost and
interest cost next for 2013 ... N/A N/A § 268 $ (270)
Effect on postretirement benefit
obligation at December 31,2013.................... N/A N/A § 950 § (@871
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continued

Projected contributions and benefit payments for the defined benefit pension and postretirement plans
are as follows:

Pension Other
Benefits Benefits
Expected contributions for 2014:
Employer........ccooviiieieiiiiiieie e $ 8000 $ 1,257
Employee.....cooooiiiiiiiniiiiiriee e - 100

Estimated future benefit payments reflecting expected
future service for the year(s) ending:

December 31,2014.......ocoiviviniinnn, 8,344 1,357
December 31,2015, .0, 8,798 1,372
December 31,2016.........covvviviiiiinnn, 9,231 1,365
December 31, 2007....ccoiii il 9,537 1,394
December 31,2018, 9,845 1,364
December 31, 2019 - December 31, 2023.... 53,169 6,234

The Foundation has a Pension Investments Committee, which is comprised of staff, volunteers, and
external consultants who meet on a quarterly basis to review asset performance and allocation. The
committee has adopted a set of Investment Policies and Guidelines that was approved by the
Foundation’s Board of Trustees and serves as a guide for allocating plan assets among various asset
classes and investment managers. Managers are evaluated against prevalent indices and changes are
made when deemed necessary.

The following table presents information with respect to pension plan assets:

Target
Asset Actual Allocation at
Allocation December 31,
2013 2013 2012
Plan assets

Equity securities................. 45% - 75% 66% 62%
Debt securities................... 15% - 25% 17% 20%
Real estate.........ccoevvvenenon.. 3% - 8% 5% 5%
Other....ooooviviiiin, 7% - 23% 12% 13%
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continued

Based upon historically indexed data, the assumed long-term rates of return for 2013 are: equity
securities - 9.0%; debt securities - 5.5%; real estate - 7.5%; other assets including Commodity Index -
9.0% which produces an expected composite rate of return of 8.0%.

The following table presents the plan assets’ fair value hierarchy as of December 31, 2013:

Fair Value Level 1 Level 2 Level 3

Short-term Securities. . ...ovevvvevvvneineennen.. $ 389 § 3869 § - 8 -
Publicly traded mutual funds:

Fixed income.......c.oooeviviiiiiiiiiniinn . 13,453 13,453 - -

Real estate........oovvviiiiiiiiiiiiis 6,984 6,984 - -

Commodity......cooiviivii i, 3,170 3,170 - -

International equity..................coeeeeel. 6,732 6,732 - -
Institutional mutual funds: '

Fixed income. .......coovveviviiiiiinieannn, 11,167 - 11,167 -

Domestic equity........ccoevveeriieininiennnns 39,078 - 39,078 -

International equity.............ccoevennnn.n. 15,763 - 15,763 -
Alternative investments:

Long/short equity.........ccovvvviniininns. 20,455 - 20,455 -

Multi-strategy. .....oocovvviivniiniiniieannen. 13,854 - 13,854 -

International......... T 13,487 - 13,487 -

Plan assets........c.ooeviiieeniiiinnnnn, $ 148,012 $ 34,208 $ 113,804 $ -
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continued

The following table presents the plan assets’ fair value hierarchy as of December 31, 2012:

Fair Value Level 1 Level 2 Level 3

Short-term SEcUrities. .......vvvereeeeeeennnn.. $ 4445 § 4445 § - $ -
Publicly traded mutual funds:

Fixed income...........oooooeeiini s 14,197 14,197 - -

Realestate........ocoooeeiiiiniiiiiinn 6,602 6,602 - -

Commodity..........cooiviviiiiiiins 3,835 3,835 - -

International equity...............coeeveennen. 5,326 5,326 - -
Institutional mutual funds:

Fixed income...........coovvviiiiiininnnn. 11,397 - 11,397 -

Domestic equity.....ocooveiiie i, 32,103 - 32,103 -

International equity...........ocoevviiiininnns 12,333 - 12,333 -
Alternative investments:

Long/short equity...........covvvvvrnvinnennns 14,747 - 14,747 -

Multi-strategy...........cooivveveiniinennnnn. 11,942 - 11,942 -

International........................L 10,536 - 10,536 -

Plan assets. ...oovivviiviiiiie e $ 127463 $ 34,405 $ 93,058 $ -

The following table presents a reconciliation for the Level 3 assets measured at fair value at December
31,2012:

Balance at January 1,.......cooiiniiiiiin i $ 702
SALES. ettt e (722)
Dividends and interest reinvestments.........o.oveerierrennnnnn. 5
Net appreciation in fair value of investments...................... 15
Balance at December 31,............cociiiiiiiii e, $ -
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continued

As of December 31, 2013, the following table summarizes the composition of institutional mutual
funds and alternative investments at fair value of such plan assets by the various redemption
provisions:

Days notice for

Redemption Period Amount redemption
Daily:
Institutional - Domestic equity............ $ 39,078 I
Institutional - Fixed income............... 11,167 1
Monthly:
Institutional - International equity........ 15,763 0
Alternative - International................. 13,487 5
Quarterly:
Alternative - Long/short equity........... 20,455 60
Alternative - Multi-strategy............... 13,854 90
Total......ooveiii $ 113,804
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