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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
The Portsmouth Community Foundation
Portsmouth, Virginia

We have audited the accompanying statements of financial position of The Portsmouth
Community Foundation (The Foundation), (a nonprofit organization) as of December 31,
2008 and 2007, and the related statements of activities and cash flows for the years then ended.
These financial statements are the responsibility of The Foundation’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

As more fully described in Note 10 to the financial statements, The Foundation chose to
defer implementation of Financial Accounting Standards Board Staff Position (FSP) on
Financial Accounting Standard (FAS) 117-1 until December 31, 2009. Implementation of FSP
FAS 117-1 is required by accounting principles generally accepted in the United States of
America for the year ended December 31, 2008.

In our opinion, except for the effects of not implementing FSP FAS 117-1 in the
accompanying financial statements as explained in the preceding paragraph, the financial
statements referred to above present fairly, in all material respects, the financial position of The
Portsmouth Community Foundation, as of December 31, 2008 and 2007, and the changes in
its net assets and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

ww)@odw@w«hﬁfvf(l.

Norfolk, Virginia
September 8, 2009
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THE PORTSMOUTH COMMUNITY FOUNDATION

STATEMENTS OF FINANCIAL POSITION

December 31, 2008 and 2007

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Contributions receivable

Contribution receivable - charitable lead trust

Investments

Total current assets

PROPERTY AND EQUIPMENT
Land
Building
Furniture, fixtures and equipment

Less accumulated depreciation

Total assets

See Notes to Financial Statements.

$

2008

2,228,165
18,830

4,913,519

7,160,514

104,730
610,610

10,002

725,342

140,096

585,246

7,745,760

$

2007

2,520,349
63,750
192,316

5,147,812

7,924,227

104,730
610,610
8,386

723,726

116,879

606,847

8,531,074



LIABILITIES AND NET ASSETS 2008 2007

CURRENT LIABILITIES

Grants payable $ 15,000 $ 18,500
NET ASSETS

Unrestricted 3,386,035 3,893,131
Temporarily restricted 2,494,946 3,090,182
Permanently restricted 1,849,779 1,529,261
7,730,760 8,512,574
Total liabilities and net assets $ 7,745,760 $ 8,531,074

CONCENTRATION OF CREDIT RISK (Note 7)
COMMITMENTS (Note 8)

See Notes to Financial Statements.
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THE PORTSMOUTH COMMUNITY FOUNDATION

STATEMENTS OF ACTIVITIES

Years Ended December 31, 2008 and 2007

UNRESTRICTED NET ASSETS
Revenues and other support
Contributions $
Interest and dividends
Other income
Rental income
Net assets released from restrictions
Total unrestricted revenues and other support

Grant expenses by purpose
Health and human services
Educational institutions and scholarships
Arts and culture
Economic and community development
Religious institutions
Total grant expenses by purpose

Other expenses
Depreciation expense
Investment expense
Contribution rental expense
Loss on disposal of equipment
Other general and administrative expenses

Total grants and expenses

Increase (decrease) in unrestricted assets before
unrealized and realized gains

Net unrealized and realized gains on investments

Decrease in unrestricted net assets

CHANGES IN TEMPORARILY RESTRICTED NET ASSETS
Revenues, gains and other support
Contributions
Interest and dividends
Change in value of split interest agreement
Net unrealized and realized gains, net of investment fees
Net assets released from restrictions

(Decrease) increase in temporarily restricted net assets

2008 2007
818262  § 223,273
156,478 146,577

98,868 94,489
95,070 79,745
291,847 336,799
1,460,525 880,883
215,417 346,067
120,136 157,366
70,602 120,159
21,961 74,730
57,000 60,750
485,116 759,572
23,217 22,992
69,976 47,020
95,070 79,745
- 4,775
141,645 152,598
815,024 1,066,702
645,501 (185,819)
(1,152,597) 167,391
(507,096) (18,428)
325,175 282,178
99,797 101,776
(171,533) (69,440)
(556,828) 115,658
(291,847) (336,799)
(595,236) 93,373

See Notes to Financial Statements.



CHANGES IN PERMANENTLY RESTRICTED NET ASSETS
Revenues and other support
Contributions
Change in accounting estimate

Increase (decrease) in permanently restricted net assets

Decrease in net assets

Net assets at beginning of year

Net assets at end of year

2008 2007
320,518 200,131
- (303,832)
320,518 (103,701)
(781,814) (28,756)
8,512,574 8,541,330
7,730,760 8,512,574

See Notes to Financial Statements.



THE PORTSMOUTH COMMUNITY FOUNDATION

STATEMENTS OF CASH FLOWS

Years Ended December 31, 2008 and 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Change in value of split interest agreement
Change in accounting estimate
Net realized and unrealized gains on investments
Depreciation
Loss on disposal of property and equipment
(Increase) decrease in assets:
Contributions receivable
Increase (decrease) in liabilities:
Grants payable

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments, net of investment fees and draws
Proceeds from sale of investments
Distributions received and expense paid from charitable lead trust
Purchases property and equipment
Net cash used in investing activities
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning

Cash and cash equivalents, ending

See Notes to Financial Statements.
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2008

(781,814)

171,533

(303,832)
1,759,595
23,217

348,752

(3,500)

1,213,951

(6,586,652)
5,015,394
66,739

(1,616)

(1,506,135)

(292,184)

2,520,349

2,228,165

2007

$  (28,756)
69,440
303,832
(202,017)
22,992

4,776
813,428
18,500
1,002,195
(1,024,578)

605,926
62,440

(1,088)
(357,300)

644,895

1,875,454

$ 2,520,349



THE PORTSMOUTH COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 1.

Nature of Activities and Significant Accounting Policies
Nature of activities and significant accounting policies:

The Portsmouth Community Foundation (The Foundation), including the Portsmouth
Community Trust, is a public not-for-profit organization. It is a tax-exempt organization under
Section 501(c)(3) of the Internal Revenue Code. The Foundation administers numerous individual
charitable foundation funds and engages in charitable activities for the benefit of the Greater
Portsmouth Community.

Accounting method:
The financial statements of The Foundation are presented on the accrual basis.
Contributions receivable:

Contributions receivable represents amount promised to The Foundation upon the settlement of a
trust and an estate. The settlement of the trust and the estate are in process. Management feels that
these amounts are fully collectible.

Cash and cash equivalents:

The Foundation considers all cash accounts, which are not subject to withdrawal restrictions or
penalties, and all highly liquid debt instruments purchased with a maturity of three months or less to
be cash equivalents. Cash and cash equivalents included $675,658 and $487,759 of restricted net
assets as of December 31, 2008 and 2007, respectively.

Property and equipment:

Property and equipment is recorded at cost. Depreciation is computed using straight line and
accelerated methods over the estimated useful lives of the assets. Estimated useful lives of property
and equipment are as follows:

Years
Building 27.5
Furniture and fixtures 5-7

Notes continued on next page.
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THE PORTSMOUTH COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 1.

Nature of Activities and Significant Accounting Policies (continued)
Impairment of long-lived assets:

Management reviews long-lived assets for impairment when circumstances indicate the carrying
amount of an asset may not be recoverable based on the undiscounted future cash flows of the asset.
If the carrying amount of an asset may not be recoverable, a write-down to fair value is recorded.
Fair values are determined based on the discounted cash flows, quoted market values, or external
appraisals, as applicable. Long-lived assets are reviewed for impairment at the individual asset or
the asset group level for which the lowest level of independent cash flows can be identified.

Contributions:

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence or nature of any donor restrictions. Accounting standards
provide that if the governing body of an organization has the ability to remove a donor restriction, the
contribution should be classified as an unrestricted net assets. To ensure tax deductibility of donors'
gifts the Foundation is required by the IRS to exercise final discretion concerning expenditures from
its funds. Accordingly, all net assets and related activity over which the management of the
Foundation exercises direct control are classified as unrestricted net assets in the accompanying
financial statements. However, if the donor has indicated a desire to support a particular area of
interest or organization, The Foundation's management will designate the contribution for that use.

The Foundation solicits a variety of contributions to fund its grants including donor advised funds.
Donor advised funds allow for the donor to recommend distributions to Foundation beneficiaries or
other charitable organizations approved by The Foundation. Although The Foundation generally
fulfills the donor's recommendation, use of donor-advised funds are subject to approval by The
Foundation's management and are therefore classified as unrestricted net assets.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other time or
purpose restricted support is reported as an increase in temporarily restricted net assets. When a
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statements of activities as net assets released from restrictions.

Donated assets and services:

During the years ended December 31, 2008 and 2007, the value of donated assets and services
meeting the requirements for recognition in the financial statements was not material and have not
been recorded.

Notes continued on next page.
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THE PORTSMOUTH COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 1.

Nature of Activities and Significant Accounting Policies (continued)
Use of estimates in the preparation of financial statements:

The preparation of 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 financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

Financial statement presentation:

The Foundation reports information regarding its financial position and activities according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets. The Foundation does not use fund accounting.

Investments:

The Foundation records investments at fair market value based on quoted prices in active markets
(all Level 1 measurements) and are classified by management as "available-for-sale." Accordingly,
realized gains and losses, if any, are determined on the basis of the actual cost of the securities
sold. Unrealized gains and losses are presented as a single amount in the statements of activities.

Income taxes:

The Foundation is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code.

The Foundation has elected to defer the provisions of FASB Accounting Standards Codification
(ASC) Topic 740 based on FIN 48, Accounting for Income Taxes, under the provisions of FSP FIN
48-3. FIN 48 prescribes a comprehensive model for recognizing, measuring, presenting and
disclosing in the financial statements tax positions taken on a tax return including positions that
The Foundation is exempt from income taxes and not subject to income taxes on unrelated
business income. The Foundation uses FAS 5, Loss Contingencies, approach for evaluating
uncertain tax positions and continually evaluate expiring statutes of limitations, audits, proposed
settlements, changes in tax law and new authoritative rulings.

Notes continued on next page.
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THE PORTSMOUTH COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 1.

Note 2.

Note 3.

Nature of Activities and Significant Accounting Policies (continued)
Grants payable:

Grants payable represents all unconditional grants that have been authorized prior to year end, but
remain unpaid as of the statement of financial position date. Conditional grants are expensed and
considered payable in the period the conditions are substantially satisfied.

Contribution Receivable - Charitable Lead Trust

In a prior year, a donor established a trust naming The Foundation as the lead beneficiary of a
charitable lead annuity trust. Under the terms of the split-interest agreement, The Foundation is to
receive $59,813 annually for its unrestricted use until the donor's death. At the time of the donor's
death, the trust is to terminate, and the remaining trust assets are to be distributed to others. Based on
the donor's life expectancy and a 10.83% discount rate, the present value of future benefits expected
to be received by The Foundation was estimated to be $286,909 which was recorded in 2003 as a
temporarily restricted contribution and as contribution receivable - charitable lead trust. The
Foundation received $66,739 and $62,439 from the trust in 2008 and 2007, respectively, which was
recorded as a reduction of the receivable and a corresponding reclassification from temporarily
restricted to unrestricted net assets. The Foundation also recorded a change in the estimated present
value of the split interest agreement of ($171,533) and ($69,440) in 2008 and 2007, respectively.

Investments

Investments as of December 31, 2008 consist of the following:

Unrealized
Cost Market Gain (Loss)
Mutual funds $ 6,233,591 $ 4,913,519 § (1,320,072)
Investments as of December 31, 2007 consist of the following:
Unrealized
Cost Market Gain (Loss)
Mutual funds $ 4,389,301 $ 5147812 $ 758,511

Notes continued on next page.
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THE PORTSMOUTH COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 3. Investments (continured)

A summary of return on investments consists of the following for the years ended December 31,

2008 and 2007, respectively:

2008
Interest and dividends $ 256,275 $
Net realized and unrealized gains (losses) (1,658,563)
Advisory fees (33,694)
Total return $ (1,435,982) $

Note 4. Temporarily Restricted Net Assets

Temporarily restricted net assets are restricted for the following purposes or constraints:

2008
Scholarship funds $ 893,247 $
Designated funds 833,028
Field of interest funds 768,671

Beneficial interest in charitable lead trust -

Total temporarily restricted net assets $ 2,494,946 $
Note 5. Permanently Restricted Net Assets
2008

John Robbins Hill Credit Shelter Trust $ 1,112,354 $
Shuler Family Endowment Fund 200,000
Schwetz Library Fund 160,000
Edmarc Endowment Fund 100,000
Lee & Helen Gifford Advised Fund 98,828
St. John's Church London House 66,620
Trinity Church London House 66,620
Center for Creative Coalitions Fund 41,737
Hill Horticulture Fund 28,620
Friends of the Portsmouth Juvenile Court 20,000
Portsmouth Service League Endowment Fund 15,000

Total permanently restricted net assets $ 1,849,779 $

Notes continued on next page.
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2007

248,353

238,068

(24,408)
462,013

2007

1,186,049

597,782
1,114,035
192,316

3,090,182

2007

840,456

200,000
100,000
80,000
98,828
66,620
66,620
41,737
20,000
15,000

1,529,261



THE PORTSMOUTH COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 6.

Note 7.

Note 8.

Net Assets Released From Restrictions

Net assets were released from donor restrictions by incurring expenses satisfying the temporarily
restricted purposes or by occurrence of other events specified by the donor.

2008 2007
Grants or expenses from temporarily restricted funds:
Health and human services $ 108,199 $ 177,598
Educational institutions and scholarships 84,879 77,194
Arts and culture 16,150 5,536
Religious 9,500 8,750
Economic and community development 6,380 5,282
225,108 274,360
Distributions from charitable lead trust 66,739 62,439
Total net assets released from restrictions S 291,847 $ 336,799

Concentration of Credit Risk

The Foundation is required to disclose significant concentrations of credit risk, regardless of the
degree of such risk. Financial instruments which potentially subject The Foundation to
concentrations of credit risk consists principally of temporary cash investments, such as money
market accounts and certificates of deposit and accounts receivables (See Note 1). Under the
Emergency Stabilization Act of 2008, enacted on October 3, 2008, the FDIC guarantee of deposit
accounts was increased from $100,000 to $250,000. In addition, on October 14, 2008, the FDIC
announced the establishment of a Temporary Liquidity Guarantee Program which provides full
insurance coverage of non-interest bearing deposit transaction accounts, regardless of the U.S. dollar
amount. The increased insurance coverage provided under the Emergency Economic Stabilization
Act of 2008 are scheduled to expire on December 31, 2009. The Foundation places its cash
investments with high credit quality financial institutions. At June 30, 2009, The Foundation's
uninsured cash balances totaled $1,193,731.

Commitments

The Foundation leases land and buildings to Holiday House of Portsmouth under an operating
lease, that expires December 31, 2012. In-kind rental income and contributed rental expense for
December 31, 2008 and 2007 amounted to $95,070 and $79,745, respectively, each year and is
shown on the accompanying statements of activities.

Notes continued on next page.
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THE PORTSMOUTH COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2008 and 2007

Note 8.

Note 9.

Note 10.

Commitments (continued)

The Foundation has established The Portsmouth Community Foundation/Portsmouth Self-
Sufficiency Project account at BB&T Bank to satisfy conditions of the loan commitment from BB&T
Bank to the Center for Community Development for construction of the Oasis Opportunity Center.

Reclassification of Net Assets and Change in Estimate

During the year ended December 31, 2008, The Foundation discovered that net assets had been
improperly classified between unrestricted and permanently restricted. Reclassifications were made
to beginning net assets to conform with the current year designations. Unrestricted restricted net
assets for the year ended December 31, 2007 have been increased by $60,811 and permanently
restricted net assets have been decreased by $60,811 to account for this correction on the
accompanying statements of financial position.

During 2006, The Foundation estimated amounts to be received from the settlement of a trust and
an estate for which it was named partial beneficiary. Partial distributions from the trust and estate
during 2007 and reevaluation of the remaining amounts due to The Foundation resulted in a
decrease of $303,832 in the original estimate of the receivable due from the trust and estate. The
change in estimate is included in the changes in permanently restricted net assets section of the
accompanying statements of activities. The remaining estimated receivable from the trust and estate
of $58,750 was included in contributions receivable on the 2007 accompanying statements of
financial position.

Departures from Generally Accepted Accounting Principles

The Foundation has chosen not to implement Financial Accounting Standards Board Staff Position
(FSP) on Financial Accounting Standard (FAS) 117-1 for the year ended December 31, 2008. FSP
FAS 117-1, "Endowments of Not-for-Profit Organizations: Net Asset Classification of Funds Subject
to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act, and
Enhanced Disclosures for All Endowment Funds," requires specific classifications and disclosures
for donor-restricted and board-designated endowment funds. Management is currently working on
developing required policies and disclosures and plans to implement the standard for the year ended
December 31, 2009. The effect of the implementation has not yet been determined.
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