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INDEPENDENT AUDITOR’S REPORT 

 

 

To the Board of Directors of 

Georgia Lions Lighthouse Foundation, Inc. 

 

We have audited the accompanying financial statements of Georgia Lions Lighthouse 

Foundation, Inc. (the Organization), which comprise the statements of financial position as of 

June 30, 2018 and 2017, and the related statements of activities and changes in net assets, 

functional expenses, 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.  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. 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 our 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, we consider 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. 

 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of Georgia Lions Lighthouse Foundation, Inc. as of June 30, 2018 and 

2017, and the results of its activities and changes in net assets, functional expenses, and its cash 

flows for the years then ended in conformity with accounting principles generally accepted in the 

United States. 
 

 

 

December 14, 2018 Certified Public Accountants 

 

cmobley
Anne



Georgia Lions Lighthouse Foundation, Inc.

Statements of Financial Position
June 30, 2018 and 2017

2018 2017

Assets

Current assets

Cash and cash equivalents 358,158$         376,056$         

Accounts receivable, net 115,435           62,275             

Prepaid expenses 9,558               16,675             

Receivable from beneficial interest in a remainder trust -                       70,849             

Inventory 647,952           649,303           

Total current assets 1,131,103        1,175,158        

Property and equipment, net 1,854,894        2,001,589        

Beneficial interest in perpetual trust, at fair value 11,908,038      11,741,036      

Investments, at fair value 7,081,311        7,155,574        

Other assets 5,730               6,531               

Total assets 21,981,076$    22,079,888$    

Liabilities and net assets

Liabilities

Accounts payable 252,075$         260,528$         

Accrued expenses 84,672 49,763             

Deferred grant revenue -                       49,500             

Total liabilities 336,747           359,791           

Net assets

Unrestricted 9,205,692        9,603,741        

Temporarily restricted 242,745           16,617             

Permanently restricted 12,195,892      12,099,739      

Total net assets 21,644,329      21,720,097      

Total liabilities and net assets 21,981,076$    22,079,888$    

The accompanying notes are an integral part of these financial statements. 2



Georgia Lions Lighthouse Foundation, Inc.

Statements of Activities and Changes in Net Assets
For the Year Ended June 30, 2018 (with summarized financial information for the year ended 2017)

 Temporarily Permanently Total Total

                 Unrestricted Restricted Restricted June 30, 2018 June 30, 2017

Public support and revenue

Public support

In-kind donations 5,639,906$      -$                     -$                     5,639,906$      5,678,935$            

Grant and foundation revenue 49,593             226,128           -                       275,721           126,317                 

Private contributions 680,251           -                       -                       680,251           1,350,234              

Special events 126,502           -                       -                       126,502           3,919                     

Lions club contributions and initiatives 99,348             -                       -                       99,348             112,468                 

White Cane contributions 48,495             -                       -                       48,495             59,387                   

Net assets released from restriction 70,849             -                       (70,849)            -                       -                             

Total public support 6,714,944        226,128           (70,849)            6,870,223        7,331,260              

Revenue

Hearing services 1,180,656        -                       -                       1,180,656        1,075,062              

Sight services 112,526           -                       -                       112,526           127,221                 

Recycling 5,857               -                       -                       5,857               11,425                   

Investment income 411,321           -                       -                       411,321           510,662                 

Miscellaneous 27                    -                       -                       27                    (145)                       

Change in value of beneficial interest in a 

remainder trust -                       -                       -                       -                       70,849                   

Change in value of beneficial interest in

perpetual trust -                       -                       167,002 167,002           665,957                 

Total revenue 1,710,387        -                       167,002           1,877,389        2,461,031              

Total public support and revenue 8,425,331        226,128           96,153             8,747,612        9,792,291              

Expenses

Program services

Sight services 2,338,829        -                       -                       2,338,829        3,027,656              

Hearing services 5,542,101        -                       -                       5,542,101        4,618,241              

Total program services 7,880,930        -                       -                       7,880,930        7,645,897              

Supporting services

Management and general 415,799           -                       -                       415,799           333,410                 

Fundraising 526,651           -                       -                       526,651           374,074                 

Total supporting services 942,450           -                       -                       942,450           707,484                 

Total expenses 8,823,380        -                       -                       8,823,380        8,353,381              

Change in net assets (398,049)          226,128           96,153             (75,768)            1,438,910              

Net assets, beginning of year 9,603,741        16,617             12,099,739      21,720,097      20,281,187            

Net assets, end of year 9,205,692$      242,745$         12,195,892$    21,644,329$    21,720,097$          

The accompanying notes are an integral part of these financial statements. 3                            



Georgia Lions Lighthouse Foundation, Inc.

Statement of Activities and Changes in Net Assets
For the Year Ended June 30, 2017 

 Temporarily Permanently

                 Unrestricted Restricted Restricted Total

Public support and revenue

Public support

In-kind donations 5,678,935$      -$                     -$                     5,678,935$      

Grant and foundation revenue 109,700           16,617 -                       126,317           

Private contributions 1,350,234        -                       -                       1,350,234        

Special events 3,919               -                       -                       3,919               

Lions club contributions and initiatives 112,468           -                       -                       112,468           

White Cane contributions 59,387             -                       -                       59,387             

Net assets released from restriction 73,856             (73,856) -                       -                       

Total public support 7,388,499        (57,239)            -                       7,331,260        

Revenue

Hearing services 1,075,062        -                       -                       1,075,062        

Sight services 127,221           -                       -                       127,221           

Recycling 11,425             -                       -                       11,425             

Investment income 510,662           -                       -                       510,662           

Miscellaneous (145)                 -                       -                       (145)                 

Change in value of beneficial interest in a 

remainder trust -                       -                       70,849             70,849             

Change in value of beneficial interest in

perpetual trust -                       -                       665,957           665,957           

Total revenue 1,724,225        -                       736,806           2,461,031        

Total public support and revenue 9,112,724        (57,239)            736,806           9,792,291        

Expenses

Program services

Sight services 3,027,656        -                       -                       3,027,656        

Hearing services 4,618,241        -                       -                       4,618,241        

Total program services 7,645,897        -                       -                       7,645,897        

Supporting services

Management and general 333,410           -                       -                       333,410           

Fundraising 374,074           -                       -                       374,074           

Total supporting services 707,484           -                       -                       707,484           

Total expenses 8,353,381        -                       -                       8,353,381        

Change in net assets 759,343           (57,239)            736,806           1,438,910        

Net assets, beginning of year 8,844,398        73,856             11,362,933      20,281,187      

Net assets, end of year 9,603,741$      16,617$           12,099,739$    21,720,097$    

The accompanying notes are an integral part of these financial statements. 4                      



Georgia Lions Lighthouse Foundation, Inc.

Statement of Functional Expenses
For the Year Ended June 30, 2018 

 Total

Sight Hearing Program Management

                 Services Services Services and General Fundraising Total

Contributed services 729,862$         4,274,033$      5,003,895$      -$                  14,500$         5,018,395$      

Salaries and wages 470,720           127,288           598,008           217,204         247,833         1,063,045        

Hearing aids and molds -                       757,387           757,387           -                    -                    757,387           

Contributed glasses 621,511           -                       621,511           -                    -                    621,511           

Hearing service providers -                       291,313           291,313           -                    -                    291,313           

Benefits 91,908             17,068             108,976           12,223           22,898           144,098           

Depreciation 67,150             22,383             89,533             22,383           22,383           134,300           

Surgery providers 121,564           -                       121,564           -                    -                    121,564           

Professional fees 10,944             10,661             21,605             36,709           32,798           91,112             

Payroll taxes 40,274             10,193             50,467             18,883           20,015           89,365             

Special events -                       -                       -                       -                    69,611           69,611             

Investment advisory fees -                       -                       -                       60,392           -                    60,392             

Marketing and development -                       -                       -                       892                54,279           55,171             

Building maintenance and repairs 24,286             8,095               32,381             8,095             8,095             48,572             

Optical costs 43,519             -                       43,519             -                    -                    43,519             

Technology costs 18,903             4,726               23,629             6,301             6,301             36,232             

Utilities 14,617             4,872               19,489             4,872             4,872             29,234             

Insurance 14,706             2,222               16,929             5,912             2,653             25,494             

Printing and postage 8,515               2,838               11,353             2,838             4,523             18,714             

Office expense 9,523               2,381               11,904             3,184             3,174             18,263             

Vision supplies and equipment repairs 16,374             -                       16,374             -                    -                    16,374             

Mobile eye clinic travel 12,485             -                       12,485             -                    -                    12,485             

Bank and merchant fees 2,238               4,882               7,119               724                2,683             10,526             

Travel 1,757               105                  1,862               4,346             4,154             10,362             

Telephone 4,681               1,170               5,852               1,560             1,560             8,973               

Meetings and seminars 484                  120                  604                  2,864             3,251             6,719               

Auto expenses 5,283               37                    5,320               555                53                  5,927               

Staff recruitment and development 1,213               276                  1,489               3,299             1,010             5,797               

Recycling direct costs 4,701               -                       4,701               -                    -                    4,701               

Dues and subscriptions 1,477               50                    1,527               2,100             -                    3,627               

Volunteer appreciation 135                  -                       135                  461                3                    600                  

Total Expenses 2,338,829$      5,542,101$      7,880,930$      415,799$       526,651$       8,823,380$      

The accompanying notes are an integral part of these financial statements. 5

Program Services Supporting Services



Georgia Lions Lighthouse Foundation, Inc.

Statement of Functional Expenses
For the Year Ended June 30, 2017 

 Total

Sight Hearing Program Management

                 Services Services Services and General Fundraising Total

Contributed services 1,256,595$      3,536,738$      4,793,333$      -$                  (18)$              4,793,315$        

Salaries and wages 751,308           160,202           911,510           136,608        162,156        1,210,274          

Hearing aids and molds -                       572,545           572,545           -                    -                    572,545             

Contributed glasses 387,860           -                       387,860           -                    -                    387,860             

Hearing service providers -                       240,781           240,781           -                    -                    240,781             

Benefits 89,755             26,367             116,122           23,189          33,995          173,306             

Surgery providers 153,050           -                       153,050           -                    -                    153,050             

Depreciation 72,351             24,117             96,468             24,117          24,116          144,701             

Professional fees 2,478               620                  3,098               18,718          76,397          98,213               

Payroll Taxes 58,982             12,577             71,559             10,724          12,730          95,013               

Building maintenance and repairs 37,420             12,473             49,893             12,473          12,473          74,839               

Optical costs 73,227             -                       73,227             -                    -                    73,227               

Investment advisory fees -                       -                       -                       59,902                         -  59,902               

Technology costs 26,308             6,577               32,885             4,385            6,577            43,847               

Printing and postage 21,400             5,976               27,376             2,175            9,372            38,923               

Insurance 17,707             2,977               20,684             11,171          2,977            34,832               

Utilities 14,175             4,725               18,900             4,725            4,725            28,350               

Office expense 9,862               2,465               12,327             1,644            2,465            16,436               

Mobile eye clinic travel 16,355             -                       16,355             -                    -                    16,355               

Theft losses -                       -                       -                       10,234          1,040            11,274               

Bank and merchant fees 2,319               6,582               8,901               1,231            174               10,306               

Telephone 5,453               1,363               6,816               909               1,363            9,088                 

Travel 4,125               44                    4,169               1,284            3,570            9,023                 

Marketing and development -                       -                       -                       505               8,309            8,814                 

Special Events -                       -                       -                       -                    8,355            8,355                 

Auto expenses 7,198               -                       7,198               800               -                    7,998                 

Meetings and seminars 1,867               162                  2,029               4,101            1,748            7,878                 

Vision supplies and equipment repairs 7,749               -                       7,749               -                    -                    7,749                 

Dues and subscriptions 2,583               950                  3,533               3,389            500               7,422                 

Staff recruitment and development 3,100               -                       3,100               808               956               4,864                 

Volunteer appreciation 4,320               -                       4,320               318               94                 4,732                 

Recycling direct costs 109                  -                       109                  -                    -                    109                    

Total Expenses 3,027,656$      4,618,241$      7,645,897$      333,410$      374,074$      8,353,381$        

The accompanying notes are an integral part of these financial statements. 6

Program Services Supporting Services



Georgia Lions Lighthouse Foundation, Inc.

Statements of Cash Flows
For the Years Ended June 30, 2018 and 2017

2018 2017

Cash flows from operating activities

Cash received from donors 1,125,098$      1,538,561$      

Cash received from services 1,245,879        1,207,800        

Net appreciation on investments 578,323           1,176,619        

Cash received from grantors 93                    109,700           

Cash paid for fundraising and other, net (202,340)          (933,542)          

Cash paid to vendors (1,725,364)       (1,469,641)       

Cash paid to employees (1,290,690)       (1,517,761)       

Net cash provided by (used in) operating activities (269,001)          111,736           

Cash flows from investing activities

Purchase of property and equipment -                       (9,713)              

Proceeds from sale of property and equipment 15,000             -                       

Purchase of investments (3,046,290)       (2,576,933)       

Proceeds from sale of investments 3,282,393        2,651,171        

Net cash provided by investing activities 251,103           64,525             

Net change in cash and cash equivalents (17,898)            176,261           

Cash and cash equivalents

Beginning of year 376,056           199,795           

End of year 358,158$         376,056$         

(Continued) 7



Georgia Lions Lighthouse Foundation, Inc.

Statements of Cash Flows
For the Years Ended June 30, 2018 and 2017

2018 2017

Reconciliation of the change in net assets to net cash 

provided by operating activities

Change in net assets (75,768)$          1,438,910$      

Adjustments to reconcile change in net assets

 to net cash (used in) provided by operating activities:

Depreciation 134,300           144,701           

In-kind donations of inventory (61,232)            (655,770)          

Loss on sale of property and equipment (2,605)              -                       

Net appreciation on investments (161,840)          (271,504)          

Beneficial interest in perpetual trust (167,002)          (665,957)          

Changes in assets and liabilities:   

Accounts receivable, net (53,160)            (5,908)              

Inventory 62,583             163,849           

Prepaid expenses 7,117               (10,908)            

Other assets 801                  (1,077)              

Receivable from beneficial interest in a remainder trust 70,849             (70,849)            

Accounts payable and accrued expenses 26,456             46,249             

Deferred grant revenues (49,500)            -                       

Net cash provided by (used in) operating activities (269,001)$        111,736$         

The accompanying notes are an integral part of these financial statements. 8



Georgia Lions Lighthouse Foundation, Inc. 
 

Notes to Financial Statements 
June 30, 2018 and 2017 

 

 

9 

1. Nature of Organization and Summary of Significant Accounting Policies 

 

Georgia Lions Lighthouse Foundation, Inc. (the Lighthouse) is a 501(c)(3) not-for-profit 

organization dedicated to providing comprehensive vision and hearing services for Georgians in 

financial need.  The Lighthouse provides essential vision and hearing care, from screenings in 

school aged children and education to complex vision surgeries and digital hearing aids, allowing 

Georgians of all ages to live healthier and more productive lives. Through collaborative 

partnerships with over 300 healthcare professionals, the Lighthouse enables greater 

independence and increased quality of life for Georgians in financial need. The Lighthouse also 

provides gently used prescription eyeglasses to our neighbors in need throughout the world. 

 

Subsequent to June 30, 2018, the Lighthouse began a rebranding process and has filed an 

application with the Secretary of State of Georgia to change its official name from Georgia Lions 

Lighthouse Foundation, Inc. to Lighthouse Georgia.  The application is pending as of the date of 

the audit report. 

 

Basis of Accounting 

 

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

in accordance with accounting principles generally accepted in the United States (GAAP).  

Under this basis, revenues are recognized when earned and expenses are recognized when 

incurred, whether or not cash is received or paid out. 

 

GAAP requires a not-for-profit organization to report 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.  A description of these net asset 

categories is as follows: 

 

• Unrestricted — Net assets that are not subject to donor-imposed stipulations. 

• Unrestricted board designated net assets – Net assets not subject to donor-imposed 

stipulations but subject to purpose and time restrictions by virtue of being subject to 

board approval.  

• Temporarily restricted — Net assets subject to donor-imposed stipulations that can be 

fulfilled by actions of the Lighthouse pursuant to those stipulations or that expire by 

the passage of time. 

• Permanently restricted — Net assets subject to donor-imposed stipulations that they 

be maintained permanently by the Lighthouse. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with GAAP requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities and 

disclosures of contingent assets and liabilities at the date of the financial statements and reported 
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amounts of revenues, expenses, and classification of certain expenses during the reporting 

period.  Actual results could differ from those estimates. 

 

Cash and Cash Equivalents 

 

The Lighthouse considers all highly liquid investments with a maturity of three months or less 

when purchased to be cash equivalents.  Cash and cash equivalents consist of cash held in 

checking and money market accounts.  Cash balances are maintained with financial institutions 

which are insured by the Federal Deposit Insurance Corporation (FDIC). From time to time, 

balances may exceed FDIC insured limits.  Management does not feel that the Lighthouse is 

exposed to any significant credit risk on these accounts. 

 

Accounts Receivable 

 

Accounts receivable consists primarily of payments due for frame kit purchases, hearing services 

and from contributions in transit.  Management evaluates accounts receivable based on status of 

existing receivables and historical collection trends to determine the allowance for losses.  As of 

June 30, 2018 and 2017, management believes that all outstanding receivables are collectible; 

therefore, no allowance for doubtful accounts has been recorded. 

 

Property and Equipment 

 

Property and equipment is recorded at cost or at fair market value at the date of gift, if donated.  

Depreciation is recognized based on the straight-line method over the estimated useful lives 

ranging from 15 to 40 years for buildings and improvements and 3 to 5 years for furniture, 

equipment, and vehicles. 

 

Beneficial Interest in a Perpetual Trust 

 

The Lighthouse is named as the beneficiary in a perpetual trust held by a third party.  Perpetual 

trusts are initially recorded as permanently restricted public support (bequest or contribution 

revenue, depending on the initial source of the gift) at fair value, based on the Lighthouse’s 

interest in the fair value of the underlying trust assets at the time of the gift.  Subsequent changes 

to the trust’s fair value are reported as permanently restricted net unrealized gains or losses on 

perpetual trusts and are included in investment income on the Statement of Activities and 

Changes in Net Assets.  Income received from the trust does not contain donor-specific 

restrictions and is reported as unrestricted investment income. 

 

Under the terms of the trust, the Lighthouse has an irrevocable right to receive a portion of the 

income earned in perpetuity on the trust assets.  Distributions from the trust are based on the 

terms of the underlying trust agreement that generally require that investment income be 

distributed no less than on a semi-annual basis.  The trust is invested in cash equivalents, 

municipal bonds, preferred securities, common stock, mutual funds, real estate trusts and funds 



Georgia Lions Lighthouse Foundation, Inc. 
 

Notes to Financial Statements 
June 30, 2018 and 2017 

 

 

11 

and real property.  The Lighthouse’s beneficial interest in the perpetual trust, at fair value totaled 

$11,908,038 and $11,741,036 at June 30, 2018 and 2017, respectively.   

 

Beneficial Interest in a Remainder Trust 

 

In 1993, a donor established a charitable remainder unitrust with a third party trustee.  The 

charitable remainder unitrust provides for distributions to designated beneficiaries over the life of 

the unitrust.  Upon the death of the donor, the remaining unitrust assets will be distributed to the 

designated beneficiaries.  The Lighthouse was a residuary beneficiary in this unitrust upon 

formation but had been unable to obtain necessary information to measure the interest until the 

year ended June 30, 2017.  The fair value of the unitrust was valued at the present value of future 

benefits to be received.  In April 2017, the unitrust was liquidated and the Lighthouse was 

entitled to their proportionate share of $70,849 which was received in August 2017. 

 

Investments 

 

Investments are stated at fair value.  Fair value is the price that would be received to sell an asset 

or paid to transfer a liability in an orderly transaction between market participants at the 

measurement date.  Purchase and sales of securities are recorded on a trade-date basis.  See 

Note 3 for a discussion of fair value measurements. 

 

Inventory 

 

Inventory consists of eyeglass frames and lenses and are valued at the lower of cost or market 

using the first-in-first out method.  Donated inventory is recorded at its estimated fair value. 

 

Contributions, Promises to Give and Donated Services 

 

Contributions received, including unconditional promises to give, are recognized as revenues in 

the period received at their estimated fair value less an appropriate allowance for uncollectible 

amounts.  Conditional promises to give are recognized when the conditions are substantially met.   

 

Revenue from grants is recognized as services stated in the grant agreement are provided and is 

included as a separate line item in the statement of activities.  Amounts received but not 

recognized, because service has not been provided, are deferred and included in the statement of 

financial position as deferred revenue. 

 

Donated Services 

 

Contributed and discounted services are recorded by the Lighthouse when these services create 

or enhance financial assets or require specialized skills, are provided by individuals possessing 

those skills and would typically need to be purchased if not provided by donation. 
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Functional Allocation of Expenses 

 

Expenses in the statement of activities have been reported by the functional classifications, major 

classes of program services and supporting activities.  Program services are the activities that 

result in goods and services distributions to beneficiaries, members or visitors, and which fulfill 

the purposes or mission for which the Lighthouse exists.  Supporting services are all the other 

activities of the Lighthouse other than program services.   

 

Income Taxes 

 

The Lighthouse is exempt from income taxation under Internal Revenue Code Section 501(c)(3).  

Management believes the Lighthouse meets the requirements to maintain their tax-exempt status; 

therefore, no provision for income taxes on exempt purposes has been provided in these financial 

statements.  Income not related to tax exempt purposes is subject to income taxes.  Management 

does not believe the Lighthouse has any unrelated business income tax liability. 

 

As of and for the years ended June 30, 2018 and 2017, the Lighthouse did not identify any 

uncertain tax positions that require adjustment to or disclosure in the accompanying financial 

statements.  The Lighthouse’s income tax returns for the past three years are subject to 

examination by tax authorities, and may change upon examination.   

 

The Tax Cuts and Jobs Act of 2017 was signed into law on December 22, 2017.  Management 

does not expect the legislation to have an impact on the Organization’s financial statements 

because the Organization is exempt from income taxation under Internal Revenue Code Section 

501(c)(3). 

 

Subsequent Events 

 

Management evaluates events occurring subsequent to the date of the financial statements in 

determining the accounting for and disclosure of transactions and events that affect the financial 

statements.  Subsequent events have been evaluated through December 14, 2018, which is the 

date the financial statements were available to be issued. 
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2. Property and Equipment 

 

Property and equipment consisted of the following at June 30, 2018 and 2017: 

 

2018 2017

Building 1,767,066$      1,767,066$      

Furniture, fixtures, and equipment 692,229           792,109           

Automobiles 74,360             125,373           

Land 401,870           401,870           

2,935,525        3,086,418        

Less accumulated depreciation (1,080,631)       (1,084,829)       

Total property and equipment, net 1,854,894$      2,001,589$      

 

Depreciation expense for the years ended June 30, 2018 and 2017 totaled $134,300 and 

$144,701, respectively. 

 

3. Fair Value Measurements 

 

The Financial Accounting Standards Board established a framework for measuring fair value.  

That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques 

used to measure fair value into three levels.  The hierarchy gives the highest priority to 

unadjusted quoted prices in active markets for identical assets or liabilities, and the lowest 

priority to unobservable inputs.  The three levels of the fair value hierarchy are described as 

follows: 

 

Level 1 –  unadjusted quoted prices for identical assets or liabilities in active markets 

that the Lighthouse has the ability to access   

 

Level 2 – other observable data, including quoted prices for similar assets in inactive 

markets 

 

Level 3 –  unobservable inputs  

 

Observable inputs are those based on market data obtained from sources independent of the 

Lighthouse, and unobservable inputs reflect the Lighthouse’s own assumptions based on the best 

information available.  The input levels are not necessarily an indication of the risk or liquidity 

associated with financial instruments at that level. 

 

Investments consist primarily of equity investments and mutual funds, which are valued at 

quoted market prices for the identical security in an active market (Level 1).  Corporate bonds, 

U.S. government securities, and municipal bonds are valued based on yields currently available 

on comparable securities of issuers with similar credit ratings (Level 2).   
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The Lighthouse considers the measurement of its beneficial interest in the trust to be a Level 3 

measurement within the fair value hierarchy because even though that measurement is based on 

the fair values of the assets of the trust reported by the trustee, the Lighthouse will never receive 

those assets of the trust or have the ability to direct the trustee to redeem them. 

 

The following table sets forth the fair value hierarchy as of June 30, 2018 and 2017: 

 

Level 1 Level 2 Level 3 Total

Equity Investments 4,257,894$      -$                   -$                  4,257,894$    

Corporate Bonds -                       1,607,237      -                    1,607,237      

Municipal Bonds -                       223,275         -                    223,275         

U.S. Government Securities -                       86,557           -                    86,557           

Mutual Funds/CEF/UIT 906,348           -                     -                    906,348         

Total investments 5,164,242        1,917,069      -                    7,081,311      

Beneficial interest in a perpetual trust -                       -                     11,908,038   11,908,038    

Total assets at fair value 5,164,242$      1,917,069$    11,908,038$ 18,989,349$  

2018

 
 

Level 1 Level 2 Level 3 Total

Equity Investments 4,793,032$      -$                   -$                  4,793,032$    

Corporate Bonds -                       1,777,189      -                    1,777,189      

Municipal Bonds -                       254,603         -                    254,603         

U.S. Government Securities -                       200,928         -                    200,928         

Mutual Funds/CEF/UIT 129,822           -                     -                    129,822         

Total investments 4,922,854        2,232,720      -                    7,155,574      

Beneficial interest in a perpetual trust -                       -                     11,741,036   11,741,036    

Total assets at fair value 4,922,854$      2,232,720$    11,741,036$ 18,896,610$  

2017
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The following table summarizes the changes in fair values associated with Level 3 assets: 

 
2018 2017

Beneficial Beneficial Beneficial Beneficial 

interest in interest in interest in interest in

perpetual trust remainder trust perpetual trust remainder trust

Additions -$                     -$                     -$                    70,849$            

Investment income 222,473           -                       521,229          -                       

Unrealized and realized gains (losses) on investments 419,576           -                       626,484          -                       

Total revenue 642,049           -                       1,147,713       70,849              

Trust expenses 93,172             -                       90,550            -                       

Distributions 381,875 70,849              391,206          -                       

Total expenses 475,047           70,849              481,756          -                       

Change in net assets 167,002           (70,849)            665,957          70,849              

Trust net assets, beginning of year 11,741,036      70,849              11,075,079     -                       

Trust net assets, end of year 11,908,038$    -$                     11,741,036$   70,849$            

 

 

Investment income consisted of the following for the years ended June 30, 2018 and 2017: 

 

2018 2017

Interest and dividends 249,481$         239,158$         

Unrealized gains (losses) (215,351)          52,097             

Realized gains 377,191           219,407           

411,321$         510,662$          
 

4. Retirement Plan 

 

The Lighthouse offers a Section 403(b) tax deferred retirement plan to regular full-time 

employees over the age of 21.  During fiscal year 2017, the Lighthouse modified the plan 

documents to begin matching 100% of eligible employee contributions up to 6%, after one year 

of continuous employment. Prior to this change, the Lighthouse matched 50% of eligible 

employee contributions up to 6%, after one year of continuous employment.  The retirement plan 

matching expense for the years ended June 30, 2018 and 2017 was $19,396 and $20,050, 

respectively. 
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5. Restrictions on Net Assets 

 

Temporarily restricted net assets are available for the following purposes as of June 30, 2018 and 

2017: 

 

2018 2017

Lab & Capital Equipment 142,333$         16,617$           

Mobile Optic Services in Rural Areas 90,000             -                   

Silent Auction Fundraiser 10,412             -                   

242,745$         16,617$            
 

Permanently restricted net assets are available for the following purposes as of June 30, 2018 and 

2017: 

 

2018 2017

Virginia and Matt Reese Trust for

the purpose of the Lighthouse Charter 11,908,038$    11,741,036$    

Ten Million Dollar Club endowment to

underwrite administrative expenditures 287,854           287,854           

Raymond Lloyd Trust

of the Lighthouse Charter -                       70,849             

12,195,892$    12,099,739$     
 

6. Net Assets Released From Restrictions 

 

During the years ended June 30, 2018 and 2017, net assets were released from donor restrictions 

by incurring expenses satisfying the restricted purposes specified by donors as follows: 

 

2018 2017

Beneficial Interest in the Raymond Lloyd Trust 70,849$           -$                     

Clinics and Recycling Center -                       73,856             

70,849$           73,856$            
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7. Endowment 

 

Interpretation of Relevant Law 

 

In approving endowment, spending and related policies, as part of the prudent and diligent 

discharge of its duties, the Board of Directors of the Lighthouse, as authorized by the UPMIFA, 

has relied upon the actions, reports, information, advice and counsel taken or provided by its 

duly constituted committees and the duly appointed officers of the Lighthouse and in doing so 

has interpreted the law to require the preservation of the historic dollar value of donor-restricted 

endowment funds, absent explicit donor directions to the contrary. 

 

As a result of this interpretation, for accounting and financial statement purposes, the Lighthouse 

classifies as permanently restricted net assets the historic dollar value of assets held as donor-

restricted endowment, including any subsequent gifts and any accumulations to donor-restricted 

endowments made in accordance with the direction of the applicable gift instruments. 

 

The portion of the donor-restricted endowment fund that is not classified as permanently restricted net 

assets is classified for accounting and financial statement purposes in accordance with requirements of 

the Financial Accounting Standards Board and the law. 

 

Funds with Deficiencies 

 

From time to time, the fair value of the assets associated with individual donor-restricted endowment 

funds may fall below the level that the donor or UPMIFA requires the Lighthouse to retain as a fund 

of perpetual duration.  The Lighthouse did not have any deficiencies of this nature as of June 30, 2018 

and 2017. 

 

Return Objectives and Risk Parameters 

 

The Lighthouse 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 historic dollar value of the endowment assets.  Endowment assets include those assets of 

donor-restricted funds that the Lighthouse must hold in perpetuity as well as board-designated funds. 

Under this policy, as approved by the Board of Directors, the endowment assets are invested in a manner 

that is intended to produce results that exceed the price and yield results of benchmark indexes of similar 

assets classes while assuming a moderate level of investment risk.  The following are benchmark 

Indexes: Upper Blended Benchmark, the S&P 500 Index, Barclays Aggregate Bond Index, the Upper 

Intermediate Investment Grade, and the 90-Day T Bill Rate. 
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Strategies Employed for Achieving Objectives 

 

To satisfy its long-term rate-of-return objectives, the Lighthouse relies on a total return strategy in 

which investment returns are achieved through both capital appreciation (realized and unrealized) and 

current yield (interest and dividends). The Lighthouse targets a diversified asset allocation to achieve 

its long-term return objectives within prudent risk constraints. 

 

8. Contributed Services and Materials 

 

Professional services and materials recognized as contributed services and materials for the years 

ended June 30, 2018 and 2017 are as follows: 

 

2018 2017

Hearing revenue 4,274,033$      3,536,738$      

Sight surgery services revenue 542,409           734,070           

Contributed frames and distributed glasses 806,160           1,383,620        

Other specialized service revenue 17,304 24,507

5,639,906$      5,678,935$       
 

9. Bequests 

 

The Lighthouse is identified as a beneficiary of two separate trusts.  The trusts were created 

through the orders of last wills and testaments executed in September 1982 (Lawrence Trust) and 

January 1992 (Whitehurst Trust).  For the year ended June 30, 2018, the Whitehurst Trust was 

liquidated and the Lighthouse received approximately $193,000 from the liquidation.  There is 

no further amount expected to be received from the Whitehurst Trust.  The proportional share of 

the Lawrence Trust is unknown as of June 30, 2018 and 2017.   

 

10. Related Party Activity 

 

The Lighthouse had retained legal counsel to assist them in a dispute with the trustee of the 

Virginia and Matt Reese Trust regarding the trustee’s interpretation and treatment of the type of 

investment income which should be distributed from the trust.  The daughter of the Lighthouse’s 

former Executive Director is employed by the retained legal counsel.  Lighthouse agreed to pay 

their legal counsel an agreed upon percentage of any settlement amount received upon the 

successful settlement of the legal dispute. However, during fiscal year 2018, the Organization 

dropped the suit and is now required to pay reasonable out of pocket expenses. The Organization 

is disputing certain expenses and has accrued expenses based upon management’s estimated 

settlement amount at June 30, 2018 of $10,000.  
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Theft losses are expenses that were either not supported by original receipts or were 

unauthorized.  Amounts have been reclassified in the prior year and are shown on the statements 

of functional expenses as of June 30, 2017. 

 

11. Commitments and Contingencies 

 

The Company is subject to litigation, claims, assessment and various other legal matters.  

Management does not believe any of these matters will result in a settlement or judgment having 

a material adverse effect on the Lighthouse’s financial position or results of activities. 

 


