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Independent Auditor's Report

To the Board of Directors
Michigan League for Public Policy

We have audited the accompanying financial statements of Michigan League for Public Policy and its subsidiary
(the "League"), which comprise the balance sheet as of December 31, 2019 and 2018 and the related statements
of activities and changes in net assets and cash flows for the years then ended, and the related notes to the
financial statements. 

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Michigan League for Public Policy as of December 31, 2019 and 2018 and the changes in net assets
and cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America. 

Emphasis of Matter 

As described in Note 2 to the financial statements, the League adopted the provisions of Accounting Standards
Update (ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606), and No. 2018-08, Not-for-Profit
Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for Contributions Received and
Contributions Made, as of January 1, 2019, with a modified retrospective application for ASU No. 2014-09, and a
prospective application for 2018-08, as allowed by the ASUs. Our opinion is not modified with respect to this
matter.
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To the Board of Directors
Michigan League for Public Policy

As described in Note 3 to the financial statements, the financial statements include investments valued at
$3,273,443 (53 percent of net assets) as of December 31, 2019 and $2,752,021 (67 percent of net assets) as of
December 31, 2018, whose fair values have been estimated by management in the absence of readily
determinable fair values. Management's estimates are based on information provided by the community
foundations. Our opinion is not modified with respect to this matter.

May 11, 2020
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Michigan League for Public Policy

Balance Sheet
December 31, 2019 and 2018

2019 2018

Assets

Current Assets
Cash and cash equivalents $ 1,419,138 $ 994,385
Receivables - Net of allowances:

Grants (Note 4) 847,500 507,500
Other 20,930 32,683

Prepaid expenses and other current assets 52,765 26,056

Total current assets 2,340,333 1,560,624

Investments (Note 3) 824,280 604,627

Long-term Grants Receivable (Note 4) 620,064 -

Funds Held at Community Foundations (Note 3) 3,273,443 2,752,021

Furniture and Equipment - Net (Note 5) 76,461 79,276

Total noncurrent assets 4,794,248 3,435,924

Total assets $ 7,134,581 $ 4,996,548

Liabilities and Net Assets

Current Liabilities
Accounts payable $ 42,655 $ 21,461
Accrued liabilities and other 88,884 91,524
Funds held for others 18,912 19,052
Current portion of postretirement obligation (Note 6) 41,401 34,576

Total current liabilities 191,852 166,613

Pension and Postretirement Obligations - Net of current portion (Note 6) 738,894 719,154

Total liabilities 930,746 885,767

Net Assets
Without donor restrictions 629,633 432,220

With donor restrictions (Note 8) 5,574,202 3,678,561

Total net assets 6,203,835 4,110,781

Total liabilities and net assets $ 7,134,581 $ 4,996,548

See notes to financial statements. 3



Michigan League for Public Policy

Statement of Activities and Changes in Net Assets
Years Ended December 31, 2019 and 2018

2019 2018

Without Donor
Restrictions

With Donor
Restrictions Total

Without Donor
Restrictions

With Donor
Restrictions Total

Revenue, Gains, and Other Support
Contributions $ 141,040 $ - $ 141,040 $ 120,784 $ 19,337 $ 140,121
Foundation grants 256,206 3,103,483 3,359,689 264,696 559,000 823,696
Fee for services 160,490 - 160,490 195,136 - 195,136
Net realized and unrealized gains on

investments 19,653 - 19,653 6,203 - 6,203
Interest income 7 - 7 264 - 264
Net realized and unrealized gains (losses) on

funds held at community foundations 29,001 492,421 521,422 (12,011) (201,688) (213,699)

Net assets released from restrictions 1,700,263 (1,700,263) - 1,730,133 (1,730,133) -

Total revenue, gains, and other
support 2,306,660 1,895,641 4,202,301 2,305,205 (1,353,484) 951,721

Expenses
Program expenses:

Public policy 1,668,099 - 1,668,099 1,598,047 - 1,598,047

Insurance project - - - 629 - 629

Total program expenses 1,668,099 - 1,668,099 1,598,676 - 1,598,676

Support services:
Management and general 395,609 - 395,609 291,674 - 291,674

Fundraising 45,539 - 45,539 49,643 - 49,643

Total support services 441,148 - 441,148 341,317 - 341,317

Total expenses 2,109,247 - 2,109,247 1,939,993 - 1,939,993

Increase (Decrease) in Net Assets 197,413 1,895,641 2,093,054 365,212 (1,353,484) (988,272)

Net Assets - Beginning of year 432,220 3,678,561 4,110,781 67,008 5,032,045 5,099,053

Net Assets - End of year $ 629,633 $ 5,574,202 $ 6,203,835 $ 432,220 $ 3,678,561 $ 4,110,781

See notes to financial statements. 4



Michigan League for Public Policy

Statement of Cash Flows
Years Ended December 31, 2019 and 2018

2019 2018

Cash Flows from Operating Activities
Increase (decrease) in net assets $ 2,093,054 $ (988,272)
Adjustments to reconcile increase (decrease) in net assets to net cash and

cash equivalents from operating activities:
Depreciation 12,208 12,046
Realized and unrealized gain on investments (19,653) (5,154)
Realized and unrealized (gain) loss on funds held at community

foundation (521,422) 213,699
Gain on asset disposal - 633
Changes in operating assets and liabilities that (used) provided cash

and cash equivalents:
Grants receivable (960,064) 822,451
Other receivables 11,753 2,275
Prepaid expenses and other assets (26,709) (4,681)
Accounts payable 21,194 (5,210)
Accrued liabilities and other (2,640) 1,209
Funds held for others (140) (6,253)
Pensions and postretirement benefits 26,565 (230,223)

Net cash and cash equivalents provided by (used in)
operating activities 634,146 (187,480)

Cash Flows from Investing Activities
Purchase of property and equipment (9,393) (51,856)
Purchases of investments (200,000) (605,675)
Proceeds from sales and maturities of investments - 36,175

Net cash and cash equivalents used in investing activities (209,393) (621,356)

Net Increase (Decrease) in Cash and Cash Equivalents 424,753 (808,836)

Cash and Cash Equivalents - Beginning of year 994,385 1,803,221

Cash and Cash Equivalents - End of year $ 1,419,138 $ 994,385

See notes to financial statements. 5



Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 1 - Nature of Business

The financial statements of Michigan League for Public Policy (the "League") include the accounts of
Michigan League for Public Policy and its wholly owned for-profit subsidiary, Michigan League Insurance
Project for Nonprofits, Inc. (the "Insurance Project"), through July 15, 2018.

Michigan League for Public Policy is a not-for-profit organization established to foster economic
opportunity, independence, and security of Michigan's economically vulnerable population by shaping
public policy through objective data-driven research, education, and advocacy. Michigan League
Insurance Project for Nonprofits, Inc. was a for-profit organization established to provide health and
liability insurance contracts to not-for-profit organizations in Michigan.

As of July 15, 2018, the Insurance Project dissolved, and all remaining assets were assumed by the
League.

Note 2 - Significant Accounting Policies

Basis of Presentation 

The financial statements of the League have been prepared on the basis of generally accepted
accounting principles (GAAP). The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect amounts reported in the financial
statements. Actual results could differ from those estimates.

Cash Equivalents 

The League considers all highly liquid investments with an original maturity of three months or less when
purchased to be cash equivalents. The League maintains deposit balances at banks. At times, these
deposits may exceed the federally insured limit. The League believes it is not practical to insure all
deposits.

Grants Receivable 

The League's grants receivable are composed primarily of contributed grants and allocations committed
from various funding agencies for use in the League's activities. The League has not recorded a provision
for doubtful accounts since it is the opinion of management that those receivables are collectible in full.

Investments 

Investments are recorded at fair value.

The League invests funds at various community foundations that are valued at net asset value per share
as the practical expedient. The League reviews and evaluates the values provided by the community
foundations. Those estimated fair values may differ significantly from the values that would have been
used had a ready market for these securities existed.

Risks and Uncertainties 

The League invests in various investment securities. Investment securities are exposed to various risks,
such as interest rate, market, and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will occur
in the near term and that such changes could materially affect the amounts reported in the financial
statements.

Furniture and Equipment 

Furniture and equipment are recorded at cost when purchased or fair value at the date of donation and
are being depreciated on a straight-line basis over their estimated useful lives. Costs of maintenance and
repairs are charged to expense when incurred.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Classification of Net Assets 

Net assets of the League are classified based on the presence of absence of donor-imposed restrictions.

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions or for
which the donor-imposed restrictions have expired or been fulfilled. Net assets in this category may be
expended for any purpose in performing the primary objectives of the League. 

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

Earnings, gains, and losses on donor-restricted net assets are classified as net assets without donor
restrictions unless specifically restricted by the donor or by applicable state law.

Contributions 

Contributions of cash and other assets, including unconditional promises to give in the future, are
reported as revenue when received, measured at fair value. Donor promises to give in the future are
recorded at the present value of estimated future cash flows. Foundation grants are considered
contributions.

Contributions without donor-imposed restrictions and contributions with donor-imposed time or purpose
restrictions that are met in the period in which the gift is received are both reported as contributions
without donor restrictions. 

Foundation grants receivable that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows. The discounts on those amounts are
computed using risk-free interest rates applicable to the years in which the promises are received.
Amortization of the discounts is included in contribution revenue. An allowance for uncollectible
contributions is provided when evidence indicates amounts promised by donors may not be collectible.
There was no allowance recorded at December 31, 2019 or 2018.

Fee for Services Revenue Recognition 

The League recognizes revenue from certain advocacy and policy research services during the year in
which the related services are provided to customers totaling $160,490 and $195,136, respectively, for
the year ended December 31, 2019.

For policy research services, the League has performance obligations for delivering research services
that are simultaneously received and benefiting the customer; therefore, the revenue is recognized
ratably over the course of the agreed-upon contract time frame (varies from customer to customer). For
certain advocacy services, the League has separate and distinct performance obligations related to
delivering webinars and trainings; therefore, the revenue is recognized when the customer obtains control
of the promised asset (webinar/training). Services that the League contracts to transfer to customers are
performed by the League. In no case does the League act as an agent (i.e., the League does not provide
a service of arranging for another party to transfer goods or services to the customer). 
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

The transaction price of a contract is the amount of consideration to which the League expects to be
entitled in exchange for transferring promised services to a customer. To determine the transaction price
of a contract, the League considers its customary business practices and the terms of the contract. For
the purpose of determining transaction prices, the League assumes that the services will be provided to
the customer as promised in accordance with existing contracts and that the contracts will not be
canceled, renewed, or modified. For policy research services and one performance obligation, there is no
allocation of the transaction price required. For certain advocacy services, the allocation of the
transaction price is based on time spent by the League and agreed-upon hourly rates in the contracts.

Under the typical payment terms, the customer requests research services and is invoiced on an
quarterly basis. Payment is typically due within 30 days after an invoice is sent to the customer. None of
the League's contracts have a significant financing component.

In some situations, the League bills customers and collects cash prior to the satisfaction of the
performance obligation, which results in the League recognizing contract liabilities. Typically, the League
does not recognize revenue before its right to some or all consideration becomes unconditional;
therefore, the League did not record contract assets at December 31, 2019. For the year ended 2019, the
beginning balances of the League's receivables and contract liabilities from exchange advertising
services were $32,383 and $0, respectively. The closing balances were $20,730 and $0 at December 31,
2019, and 2018, respectively.

Functional Allocation of Expenses 

Costs of providing the program and support services have been reported on a functional basis in Note 11.
The financial statements report certain categories of expenses that are attributable to more than one
program or supporting function. Therefore, these expenses required allocation on a reasonable basis that
is consistently applied. Salaries and related expenses are allocated on the basis of time and effort.
Occupancy is allocated on the basis of square footage for the appropriate area of usage. Depreciation
and amortization are allocated on the basis of the program or support service that uses the fixed asset.
Costs have been allocated between the various programs and support services based on estimates, as
determined by management. Although the methods of allocation used are considered appropriate, other
methods could be used that would produce different amounts.

Income Taxes 

The League is a not-for-profit corporation and is exempt from tax under the provisions of Internal
Revenue Code Section 501(c)(3). 
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Adoption of New Accounting Pronouncements 

As of January 1, 2019, the League adopted Financial Accounting Standards Board (FASB) Accounting
Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606). The ASU is
based on the principle that revenue is recognized to depict the transfer of 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. The ASU also requires additional disclosure about the nature, amount, timing,
and uncertainty of revenue and cash flows arising from customer contracts, including significant
judgments and changes in judgments and assets recognized from costs incurred to obtain or fulfill a
contract. The League adopted the new standard using the modified retrospective method to all contracts
effective January 1, 2019 reported in the fee for service line item on the statement of activities and
changes in net assets. Modified retrospective adoption requires entities to apply the standard
retrospectively to the most current period presented in the financial statements, requiring the cumulative
effect of the retrospective application as an adjustment to the opening balance of net assets at the date of
initial application, if applicable. Prior periods have not been adjusted. No cumulative-effect adjustment in
net assets was recorded, as the adoption of ASU did not significantly impact the League's reported
historical revenue. There was not a significant impact on the amount of revenue recognized from
contracts with customers for the year ended December 31, 2019 as a result of adopting the new
guidance.

As of January 1, 2019, the League adopted FASB ASU No. 2018-08, Not-for-Profit Entities (Topic 958):
Clarifying the Scope and the Accounting Guidance for Contributions Received and Contributions Made,
which provides enhanced guidance to assist entities in (1) evaluating whether transactions should be
accounted for as contributions (nonreciprocal transactions) or as exchange (reciprocal transactions) and
(2) determining whether a contribution is conditional. The League adopted the new standard on a
modified prospective basis. The standard did not require a restatement of prior year amounts. There was
not a significant impact on the amount of revenue recognized from contributions (including foundation
grants) for the year ended December 31, 2019 as a result of adopting the new guidance.

Upcoming Accounting Pronouncement 

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which will supersede the
current lease requirements in Accounting Standards Codification (ASC) 840. The ASU requires lessees
to recognize a right-of-use asset and related lease liability for all leases, with a limited exception for short-
term leases. Leases will be classified as either finance or operating, with the classification affecting the
pattern of expense recognition in the statement of operations. Currently, leases are classified as either
capital or operating, with only capital leases recognized on the balance sheet. The reporting of lease-
related expenses in the statements of operations and cash flows will be generally consistent with the
current guidance. The new lease guidance will be effective for the League's year ending December 31,
2021 and will be applied using a modified retrospective transition method to either the beginning of the
earliest period presented or the beginning of the year of adoption. The new lease standard is expected to
have a significant effect on the League’s consolidated financial statements as a result of the leases for
office space classified as operating leases. The effects on the results of operations are not expected to
be significant, as recognition and measurement of expenses and cash flows for leases will be
substantially the same under the new standard. See operating lease repayments due within Note 10.
These operating leases will be capitalized under ASU No. 2016-02 upon adoption. 

Subsequent Events 

The consolidated financial statements and related disclosures include evaluation of events up through
and including May 11, 2020, which is the date the consolidated financial statements were available to be
issued.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

On March 11, 2020, the World Health Organization declared the outbreak of a respiratory disease caused
by a new coronavirus a pandemic. First identified in late 2019 and now known as COVID-19, the outbreak
has impacted thousands of individuals worldwide. In response, many countries have implemented
measures to combat the outbreak that have impacted global business operations. As of the date of
issuance of the financial statements, the League’s operations have shifted to a remote working
environment for employees. As of the date of issuance of the financial statements, the fair value of the
League’s investment portfolio declined consistent with the general decline in financial markets as a result
of the COVID-19 pandemic. However, because the values of individual investments fluctuate with market
conditions, the amount of losses that will be recognized in subsequent periods, if any, cannot be
determined. The League continues to monitor the situation. No impairments were recorded as of the
balance sheet date; however, due to significant uncertainty surrounding the situation, management's
judgment regarding this could change in the future. In addition, while the League’s results of operations,
cash flows, and financial condition could be negatively impacted, the extent of the impact cannot be
reasonably estimated at this time.

Note 3 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the consolidated
financial statements and provide a framework for establishing that fair value. The framework for
determining fair value is based on a hierarchy that prioritizes the inputs and valuation techniques used to
measure fair value.

The following tables present information about the League’s assets measured at fair value on a recurring
basis at December 31, 2019 and 2018 and the valuation techniques used by the League to determine
those fair values. 

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets that the
League has the ability to access.

Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets in active markets and other inputs, such as
interest rates and yield curves, that are observable at commonly quoted intervals. 

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset. These Level 3 fair value measurements are based
primarily on management’s own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset.

In instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The League’s assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific to each asset. 
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 3 - Fair Value Measurements (Continued)

Assets Measured at Fair Value on a Recurring Basis
at December 31, 2019

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
December 31,

2019

Assets
Funds held at community

foundations:
Kalamazoo Community

Foundation $ - $ - $ 2,636,110 $ 2,636,110
Community Foundation for

Southeast Michigan - - 637,333 637,333

Total assets $ - $ - $ 3,273,443 $ 3,273,443

The investment balance as of December 31, 2019 included $824,280 of cash and certificates of deposits,
which are excluded from the leveling table above.

Assets Measured at Fair Value on a Recurring Basis
at December 31, 2018

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
December 31,

2018

Assets
Funds held at community

foundations:
Kalamazoo Community

Foundation $ - $ - $ 2,211,119 $ 2,211,119
Community Foundation for

Southeast Michigan - - 540,902 540,902

Total assets $ - $ - $ 2,752,021 $ 2,752,021

The investment balance as of December 31, 2018 included $604,627 of cash and certificates of deposits,
which are excluded from the leveling table above.

Changes in Level 3 assets measured at fair value on a recurring basis for the years ended December 31,
2019 and 2018 are as follows:

Funds Held at
Community
Foundations

Balance at January 1, 2019 $ 2,752,021
Change in value 521,422

Balance at December 31, 2019 $ 3,273,443
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 3 - Fair Value Measurements (Continued)

Funds Held at
Community
Foundations

Balance at January 1, 2018 $ 2,960,045
Purchases, issuances, sales, and settlements - Purchases 5,675
Change in value (213,699)

Balance at December 31, 2018 $ 2,752,021

Realized and unrealized gain (loss) of $521,422 and $(213,699) for the years ended December 31, 2019
and 2018, respectively, are reported in net realized and unrealized gains on funds held at community
foundations in the consolidated statement of activities and changes in net assets. There were no realized
gains or losses during 2019 or 2018.

Both observable and unobservable inputs may be used to determine the fair value of positions classified
as Level 3 assets. As a result, the unrealized gains and losses for these assets presented in the tables
above may include changes in fair value that were attributable to both observable and unobservable
inputs.

The League's policy is to recognize transfers in and transfers out of Level 1, 2, and 3 fair value
classifications as of the actual date of the event change in circumstances that caused the transfer as of
the end of the reporting period. There were no transfers between level classification during the years
ended December 31, 2019 and 2018.

The following table summarizes the valuation methods and inputs used to determine fair value at
December 31, 2019 and 2018 for assets measured at fair value on a recurring basis using unobservable
inputs (Level 3 inputs):

Fair Value at
December 31,

2019
Valuation
Technique

Unobservable
Inputs

Assets - Funds held at community foundations $ 3,273,443
Fund investment
statements 

Market value of
share of
foundation
investments 

Fair Value at
December 31,

2018
Valuation
Technique

Unobservable
Inputs

Assets - Funds held at community foundations $ 2,752,021
Fund investment
statements 

Market value of
share of
foundation
investments 

The League has processes in place to select the appropriate valuation technique and unobservable
inputs to perform Level 3 fair value measurements. These processes include calls with the community
foundations and analyzing quarterly statements. The League cannot independently assess the value of
these underlying positions through a public exchange or over-the-counter market.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 4 - Grants Receivable

Included in grants receivable are contributions from private foundations. They are included as follows:

2019 2018

Gross promises to give before unamortized discount $ 1,477,500 $ 507,500

Amounts due in:
Less than one year $ 847,500 $ 507,500
One to five years 620,064 -

Total $ 1,467,564 $ 507,500

Note 5 - Furniture and Equipment

Property and equipment are summarized as follows:

2019 2018
Depreciable
Life - Years

Office equipment $ 41,629 $ 40,371 3-5
Furniture and fixtures 21,952 21,952 3-5
Computer equipment and software 53,492 45,356 3-5
Leasehold improvements 2,008 2,179 5-20
Assets in development 36,000 36,000 -

Total cost 155,081 145,858

Accumulated depreciation 78,620 66,582

Net property and equipment $ 76,461 $ 79,276

Depreciation and amortization expense for 2019 and 2018 was $12,208 and $12,046, respectively.

Note 6 - Pension and Other Postretirement Benefit Plans

All employees of the League hired before January 1, 2008 with one year of service are covered under a
noncontributory defined benefit pension and retiree healthcare plan.

Defined Benefit Pension Plan

Benefits provided to employees are based on one year of service achieved before January 1, 2008 and
average compensation calculated using the highest average annual earnings within the last three years
of employment prior to termination. Benefits vest after three years of service. As of December 31, 2019
and 2018, all participating employees have vested. The plan was frozen to new employees effective
December 31, 2007. As of the freeze date, participants ceased to accrue additional benefits.

Defined Benefit Retiree Health Plan

Benefits cover the full cost of health insurance for three retirees based on retirement at the age of 65 on
or before May 2014. Effective May 2014, $5,000 per year for 10 years of health benefits is provided if an
employee has cumulatively worked for the League for 20 years, remained in good standing, and attained
the age of 55 upon leaving.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 6 - Pension and Other Postretirement Benefit Plans (Continued)

Obligations and Funded Status

Pension Benefits Other Postretirement Benefits

2019 2018 2019 2018

Projected benefit obligation $ 902,064 $ 764,535 $ 430,057 $ 401,194
Fair value of plan assets 551,826 411,999 - -

Funded status $ (350,238) $ (352,536) $ (430,057) $ (401,194)

The accumulated benefit obligation for all defined benefit pension plans was $902,064 and $764,535 at
December 31, 2019 and 2018, respectively.

Components of net periodic benefit cost are as follows:

Pension Benefits Other Postretirement Benefits

2019 2018 2019 2018

Net Periodic Benefit Cost,
Employer Contributions,
Participant Contributions, and
Benefits Paid

Net periodic benefit cost $ 8,327 $ 18,665 $ 35,451 $ 38,715
Employer contributions 100,000 100,000 19,655 28,496
Actual return on plan assets 54,876 (29,650) - -
Benefits paid 15,049 15,049 19,655 28,496
Net actuarial (loss) gain (122,374) 131,828 42,123 (36,352)
Amortization of transition

obligation (asset) 1,988 12,464 14,135 16,616

Assumptions

Weighted-average assumptions used to determine benefit obligations at December 31 are as follows:

Pension Benefits Other Postretirement Benefits

2019 2018 2019 2018

Discount rate 3.00% 4.00% 2.70% 3.86%

Weighted-average assumptions used to determine net periodic benefit cost for the years ended
December 31 are as follows:

Pension Benefits Other Postretirement Benefits

2019 2018 2019 2018

Discount rate 4.00% 3.00% 3.86% 3.42%
Expected long-term return on plan

assets 5.50% 5.50%

The overall expected rate of return on plan assets represents a weighted-average composite rate based
on the historical rates of return of the respective asset classes.

Assumed Healthcare Cost Trend Rates at December 31

Other Postretirement Benefits

2019 2018

Healthcare cost trend rate assumed for next year %7.00 %7.00
Rate to which the cost trend rate is assumed to decline (the ultimate

trend rate) %4.50 %4.50
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 6 - Pension and Other Postretirement Benefit Plans (Continued)

Pension Plan Assets

The goals of the pension plan investment program are to fully fund the obligation to pay retirement
benefits in accordance with the plan documents and to provide returns that, along with appropriate
funding from the League, maintain an asset/liability ratio that is in compliance with all applicable laws and
regulations and ensures timely payment of retirement benefits. 

Equity securities primarily include investments in large-cap and mid-cap companies primarily located in
the United States. Fixed-income securities primarily include investments in bond mutual funds primarily
located in the United States.

The fair values of the League’s pension plan assets at December 31, 2019 and 2018 by major asset
classes are as follows:

Fair Value Measurements at December 31, 2019

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Asset Classes
Cash and cash equivalents $ 160,033 $ - $ - $ 160,033
Domestic equity securities 264,874 - - 264,874
Fixed-income securities 126,919 - - 126,919

Total $ 551,826 $ - $ - $ 551,826

Fair Value Measurements at December 31, 2018

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Asset Classes
Cash and cash equivalents $ 86,366 $ - $ - $ 86,366
Domestic equity securities 207,404 - - 207,404
Fixed income securities 118,229 - - 118,229

Total $ 411,999 $ - $ - $ 411,999

The tables above present information about the pension plan assets measured at fair value at December
31, 2019 and 2018 and the valuation techniques used by the League to determine those fair values.

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets that the
plan has the ability to access. 

Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets in active markets and other inputs, such as
interest rates and yield curves, that are observable at commonly quoted intervals. 

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 6 - Pension and Other Postretirement Benefit Plans (Continued)

In instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The League’s assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific to each plan asset.

Other Postretirement Plan Assets

The other postretirement plan is funded to the extent of benefit payments required by the League and
does not have any plan assets at December 31, 2019 or 2018.

Cash Flow

Contributions

The League adopted a policy to contribute $100,000 per year for the next four years to its pension plan,
compared to the actuarially expected contribution of $0. The League expects to make contributions to the
other postretirement benefit plan to pay current retiree benefits in 2019.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be
paid:

Years Ending Pension Benefits

Other
Postretirement

Benefits

2020 $ 26,000 $ 41,000
2021 27,000 41,000
2022 28,000 40,000
2023 29,000 40,000
2024 36,000 39,000

Thereafter 234,000 145,000

Note 7 - Retirement Plan

The League participates in a defined contribution plan for the benefit of substantially all employees. The
plan provides for the League to make required fixed and matching contributions. Contributions to the plan
totaled $45,889 and $46,539 for the years ended December 31, 2019 and 2018, respectively. 
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 8 - Net Assets

Net assets with donor restrictions as of December 31 are available for the following purposes:

2019 2018

Subject to expenditures for a specified purpose: 
Program grant contracts $ 866,805 $ 421,649
Grants receivable 825,000 465,000

Total subject to expenditures for a specified purpose: 1,691,805 886,649

Subject to the passage of time:
Grants receivable 642,564 42,500
Accumulation of endowment earnings not yet appropriated for

expenditure without donor restrictions 928,266 437,845

Total subject to the passage of time 1,570,830 480,345

Not subject to appropriation or expenditure - Endowment to be held in
perpetuity 2,311,567 2,311,567

Total $ 5,574,202 $ 3,678,561

Certain net assets with donor restrictions are to be invested in perpetuity. The income on such
investments is not restricted by the donors.

Note 9 - Donor-restricted Endowments

The League's endowment includes donor-restricted endowment funds. Net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-imposed
restrictions.

Interpretation of Relevant Law

The League is subject to the Uniform Prudent Management of Institutional Funds Act (UPMIFA) and,
thus, classifies amounts in its donor-restricted endowment funds as net assets with donor restrictions
because those net assets are time restricted until the board of directors appropriates such amounts for
expenditures. Most of those net assets also are subject to purpose restrictions that must be met before
reclassifying those net assets to net assets without donor restrictions. The board of directors of the
League had interpreted UPMIFA as not requiring the maintenance of purchasing power of the original gift
amount contributed to an endowment fund, unless a donor stipulates the contrary. As a result of this
interpretation, when reviewing its donor-restricted endowment funds, the League considers a fund to be
underwater if the fair value of the fund is less than the sum of (a) the original value of initial and
subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are required to
be maintained in perpetuity in accordance with the direction of the applicable donor gift instrument. The
League has interpreted UPMIFA to permit spending from underwater funds in accordance with the
prudent measures required under the law. Additionally, in accordance with UPMIFA, the League
considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

 The duration and preservation of the fund

 The purpose of the League and the donor-restricted endowment fund

 General economic conditions

 The possible effect of inflation and deflation

 The expected total return from income and the appreciation of investments
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 9 - Donor-restricted Endowments (Continued)

 Other resources of the League

 The investment policies of the League

Endowment Net Asset Composition by Type of Fund
as of December 31, 2019

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds:
Original donor-restricted gift amount and amounts

required to be maintained in perpetuity by the
donor $ - $ 2,311,567 $ 2,311,567

Accumulated investment gains - 928,266 928,266

Total $ - $ 3,239,833 $ 3,239,833

Changes in Endowment Net Assets for the Fiscal
Year Ended December 31, 2019

Without Donor
Restrictions

With Donor
Restrictions Total

Endowment net assets - Beginning of year $ - $ 2,749,412 $ 2,749,412
Investment return - Investment income - 492,421 492,421
Appropriation of endowment assets for expenditure - (2,000) (2,000)

Endowment net assets - End of year $ - $ 3,239,833 $ 3,239,833

Endowment Net Asset Composition by Type of Fund
as of December 31, 2018

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds:
Original donor-restricted gift amount and amounts

required to be maintained in perpetuity by the
donor $ - $ 2,311,567 $ 2,311,567

Accumulated investment gains - 437,845 437,845

Total $ - $ 2,749,412 $ 2,749,412

Changes in Endowment Net Assets for the Fiscal
Year Ended December 31, 2018

Without Donor
Restrictions

With Donor
Restrictions Total

Endowment net assets - Beginning of year $ - $ 2,931,763 $ 2,931,763
Investment return - Investment income - (201,688) (201,688)
Contributions - 19,337 19,337

Endowment net assets - End of year $ - $ 2,749,412 $ 2,749,412

Underwater Endowment Funds

As of December 31, 2019 and 2018, there were no funds with deficiencies.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 9 - Donor-restricted Endowments (Continued)

Return Objectives and Risk Parameters 

The League 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 maintain the
purchasing power of the endowment assets. All of the League's endowments allow for use of the
earnings without donor restriction. Endowment assets include those assets of donor-restricted funds that
the League must hold in perpetuity. The endowment assets are invested at two community foundations
under the community foundations' investment policies in a manner that is expected, over time, to provide
an average rate of return of approximately 7 percent annually. Actual returns in any given year may vary
from this amount.

Strategies Employed for Achieving Objectives 

To satisfy its long-term rate-of-return objectives, the League relies on the community foundations
investment policy for a total return strategy in which investment returns are achieved through both capital
appreciation (realized and unrealized) and current yield (interest and dividends). 

Spending Policy and How the Investment Objectives Relate to Spending Policy 

The League has a spending policy for the endowments held at the community foundations, as the
earnings can be used for purposes without donor restriction. The policy allows for the League to withdraw
from accumulated earnings up to 5 percent of the value of the corpus each year on a rolling quarterly
basis. On an annual basis, the League makes a judgment, using the standards of prudence, on need for
and spending of available earnings.

Note 10 - Operating Leases

The League leases office space and certain equipment to unrelated entities under operating leases
expiring in various years through May 31, 2025.

Future minimum rent on noncancelable leases as of December 31, 2019 is as follows:

Years Ending
December 31 Amount

2020 $ 70,722
2021 72,027
2022 72,381
2023 69,864
2024 70,670

Thereafter 29,688

Total $ 385,352

Total rent expense on leases for 2019 and 2018 was $69,441 and $62,649, respectively.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 11 - Expenses by Nature and Function

Expenses by nature and function for the year ended December 31, 2019 are as follows:

2019

Program
Services

Management
and General Fundraising Total

Compensation $ 1,329,936 $ 303,083 $ 28,885 $ 1,661,904
Professional fees 93,659 63,559 11,323 168,541
Office expenses 66,585 9,961 2,335 78,881
Occupancy 77,066 16,892 1,610 95,568
Meetings/Seminars/Conferences 93,800 2,103 201 96,104
Marketing 7,053 11 1,185 8,249

Total $ 1,668,099 $ 395,609 $ 45,539 $ 2,109,247

Expenses by nature and function for the year ended December 31, 2018 are as follows:

2018

Program
Services

Management
and General Fundraising Total

Compensation $ 1,068,054 $ 195,376 $ 39,075 $ 1,302,505
Professional fees 340,053 69,631 5,838 415,522
Office expenses 50,672 10,716 1,854 63,242
Occupancy 67,748 12,393 2,479 82,620
Meetings/Seminars/Conferences 56,475 3,024 310 59,809
Marketing 15,674 534 87 16,295

Total $ 1,598,676 $ 291,674 $ 49,643 $ 1,939,993

Note 12 - Related Party Transactions

The following is a description of transactions between the League and related parties:

Grants Receivable

At December 31, 2019 and 2018, the League had foundation grants receivable from a board member's
employer totaling $200,000 and $0, respectively.

Grant Revenue

For the years ended December 31, 2019 and 2018, the League received grant revenue from a board
member's employer totaling approximately $298,000 and $0, respectively.
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Michigan League for Public Policy

Notes to Financial Statements
December 31, 2019 and 2018

Note 13 - Liquidity and Availability of Resources

The following reflects the League's financial assets as of December 31, reduced by amounts not
available for general use because of contractual or donor-imposed restrictions within one year of the
balance sheet date:

2019 2018

Cash and cash equivalents $ 1,419,138 $ 994,385
Accounts and interest receivable 20,930 32,683
Grants receivable 1,467,564 507,500
Investments 824,280 604,627
Other investments 3,273,443 2,752,021

Financial assets - At year end 7,005,355 4,891,216

Less those unavailable for general expenditures within one year,
due to - Contractual or donor-imposed restrictions:

Restricted by donor with time restrictions (long-term portion of grants
receivable) 620,064 -

Restricted by donor with purpose restrictions 1,285,526 886,649
Investments held for endowment in perpetuity 2,311,567 2,311,567
Accumulated unspent earnings on endowment not available under

spending policy 812,688 322,267

Financial assets available to meet cash needs for general
expenditures within one year $ 1,975,510 $ 1,370,733

The grants receivable are subject to implied time restrictions and purpose restrictions and the amount
reported above is expected to be collected within one year. 

The League is substantially supported by restricted contributions. Because a donor's restriction requires
resources to be used in a particular manner or in a future period, the League must maintain sufficient
resources to meet those responsibilities to its donors.

The League has a policy to maintain financial assets, which consist of cash and short-term investments,
on hand to meet three to six months of normal operating expenses, which, on average, range from
$500,000 to $1 million. In addition, the League invests cash in excess of daily requirements in certificates
of deposit that mature in the long term but could be converted to cash in the short term if needed.

The League also realizes there could be unanticipated liquidity needs.

The League’s endowment funds consist of donor-restricted endowments $2,311,567 at December 31,
2019 and 2018. Income from donor-restricted endowments is not restricted for specific purposes and,
therefore, is available for general expenditure. As described in Note 9, the endowment has an available
spending rate of 5 percent at December 31, 2019 and 2018, respectively.
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