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October 21, 2021

Board of Directors

Delaware Advancement Corporation
401 S. High St.

Muncie, IN 47305

We have reviewed the audit report of Delaware Advancement Corporation, which was opined upon
by Whitinger & Company LLC, Independent Public Accountants, for the period October 1, 2019 to
September 30, 2020. Per the Independent Auditors’ Report the financial statements included in the report
present fairly the financial condition of Delaware Advancement Corporation as of September 30, 2020 and
the results of its operations for the period then ended, on the basis of accounting described in the report.

In our opinion, Whitinger & Company LLC prepared the audit report in accordance with the
guidelines established by the State Board of Accounts.

The audit report is filed with this letter in our office as a matter of public record.

Paul D. Joyce, CPA
State Examiner



DELAWARE ADVANCEMENT
CORPORATION
MUNCIE, INDIANA

FINANCIAL STATEMENTS
SEPTEMBER 30, 2020 AND 2019



TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT
FINANCIAL STATEMENTS
Statement of Financial Position
Statement of Activities
Statement of Cash Flows
Statements of Functional Expenses

NOTES TO FINANCIAL STATEMENTS

PAGE
1

2

3
4-5



/|

WHITINGER & COMPANY Lic

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Delaware Advancement Corporation
Muncie, Indiana

We have audited the accompanying financial statements of Delaware Advancement Corporation (a
nonprofit organization), which comprise the statement of financial position as of September 30, 2020 and
2019, and the related statements of activities, cash flows, and functional expenses 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 audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

zs 18 MUNCIE INDIANAPOLIS
1100 W. WHITE RIVER BLVD. | MUNCIE, IN 47303 | phone 765.284.3384 | fax 765.741.5675 | WHITINGER.COM



Board of Directors
Delaware Advancement Corporation
Page Two

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Delaware Advancement Corporation as of September 30, 2020 and 2019, and
the changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

\XMA- MLL_L_

Certified Public Accountants
Muncie, Indiana

September 16, 2021
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DELAWARE ADVANCEMENT CORPORATION

STATEMENT OF FINANCIAL POSITION
SEPTEMBER 30, 2020 AND 2019

ASSETS
Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of
$5,000 as of September 30, 2020 and 2019

Contributions receivable, net of allowance and discount of $14,469
and $30,252 as of September 30, 2020 and 2019, respectively

Inventory

Note receivable

Real estate held for sale

Investment property

Beneficial interest in endowments

Prepaid expenses

Property and equipment, net

Total Assets

LIABILITIES
Accounts payable
Accrued expenses
Deposits
Notes payable

Total Liabilities

NET ASSETS
Without donor restrictions

Current operations
Residual interest funds
With donor restrictions

Subject to purpose and time restrictions
Perpetual in nature

Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

2020 2019
$ 1,745,111 $ 1,316,308
28,424 126,158
196,281 384,248
23,332 23,959
13,959 69,797
978,534 978,534
13,716,574 14,255,516
13,534 13,337
64,071 36,442
1,843,749 1,874,816
§ 18,623,569 § 19,079,115
$ 25,833  § 16,100
113,749 101,434
119,720 150,809
13,703,831 14,048,218
$ 13,963,133 § 14,316,561
$ 2,248,142 § 1,962,548
2,144,304 2,401,920
$ 4392446 $ 4,364,468
$ 257,990 § 388,086
10,000 10,000
$ 267,990 § 398,086
$ 4,660,436 § 4,762,554
$ 18,623,569 § 19,079,115




DELAWARE ADVANCEMENT CORPORATION

STATEMENT OF ACTIVITIES
FOR THE YEARS ENDED SEPTEMBER 30, 2020 AND 2019

REVENUE AND OTHER SUPPORT
Operating rental and commissions
Office lease rental
Investment property income
Civic Center Authority

Operating support
Capital improvements
Contributions
Grants
Redevelopment Commission
Catering revenue
Other revenue
Change in value of beneficial interest
in endowments
Interest

Net assets released from restriction
Total Revenue and Other Support

COSTS AND EXPENSES

Program services

Economic development

Convention Center program

Catering

Redevelopment Commission

Micro Loan

Total Program Services
Management and general
Fundraising
Total Costs and Expenses

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

See accompanying Notes to Financial Statements.

2020
Without Donor ~ With Donor
Restrictions Restrictions Total

$ 310,755 $ 310,755
58,375 58,375
796,790 796,790
1,076,394 1,076,394
352,444 352,444
$ 204,431 204,431
125,000 157,000 282,000
71,796 71,796
649,951 649,951
29,402 29,402
197 197
4,702 4,702
$ 3,475,609 $ 361,628 $ 3,837,237

491,724 (491,724)
$ 3,967,333 $ (130,096) $ 3,837,237
$ 1,155,356 $ 1,155,356
1,600,312 1,600,312
801,257 801,257
71,296 71,296
26 26
$ 3,628,247 $ 3,628,247
271,713 271,713
39,395 39,395
$§ 3,939,355 $ 3,939,355
$ 27978 $§ (130,096) $ (102,118)
4,364,468 398,086 4,762,554
$ 4,392,446 $ 267,990 $ 4,660,436




2019
Without Donor ~ With Donor

Restrictions Restrictions Total

$ 303,215 $ 303,215

25,193 25,193

823,735 823,735

1,174,251 1,174,251

565,636 565,636

$ 159,051 159,051

10,000 5,000 15,000

92,526 92,526

1,041,675 1,041,675

47,262 47,262

592 592

10,793 10,793

$ 4,094,286 % 164,643 $§ 4,258,929
290,000 (290,000)

$ 4384286 $§ (125357) $ 4,258,929

$ 1,095,517 $ 1,095,517
1,670,866 1,670,866
991,814 991,814
92,526 92,526

7 7

$ 3,850,730 $ 3,850,730
286,260 286,260
41,789 41,789

$ 4,178,779 $ 4,178,779

$ 205,507 $ (125,357) $ 80,150

4,158,961 523,443 4,682,404

$ 4,364,468 § 398,086 § 4,762,554




DELAWARE ADVANCEMENT CORPORATION

STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 2020 AND 2019

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Miscellaneous cash received $ 29402 $ 47,137
Grants received 125,000 10,000
Operating cash received 3,414,239 4,004,052
Interest received 4,702 10,793
Interest paid (719,223) (762,987)
Cash paid to suppliers and employees (2,963,484) (3,179,273)
Net Cash Provided (Used) By Operating Activities $ (109,364) $ 129,722
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment $ (271,812) § (680,889)
Proceeds from sale of equipment 125
Investment in property (101,054) (150,000)
Proceeds from sale of investment property 639,996
Net Cash Provided (Used) By Investing Activities $ 267,130 $  (830,764)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from restricted contributions $ 559,586 $ 295,000
Cash received on note receivable 55,838 55,837
Proceeds from notes payable 395,054 150,000
Payments on notes payable (739,441) (116,586)
Net Cash Provided By Financing Activities $ 271,037 § 384,251
NET CHANGE IN CASH AND CASH EQUIVALENTS $ 428803 $ (316,791)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,316,308 1,633,099
CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,745,111 $ 1,316,308

See accompanying Notes to Financial Statements.



RECONCILIATION OF CHANGE IN NET ASSETS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES

2020 2019
CHANGE IN NET ASSETS $  (102,118) $ 80,150
ADJUSTMENTS TO RECONCILE CHANGE IN NET ASSETS TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Depreciation $ 302,879 $ 261,625
Cash received from restricted contributions (559,586) (295,000)
Gain on sale of equipment (125)
Change in value of beneficial interest in endowments (197) (592)
Changes in assets
Accounts receivable 97,734 (21,129)
Contributions receivable 187,967 126,449
Inventory 627 (495)
Prepaid expenses (27,629) (10,219)
Changes in liabilities
Accounts payable 9,733 (41,480)
Accrued expenses 12,315 (10,658)
Deposits (31,089) 41,196
TOTAL ADJUSTMENTS $ (7,246) $ 49,572

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES § (109,364) § 129,722




Salaries

Payroll taxes
Benefits
Maintenance
Supplies

Telephone

Postage and shipping
Rents

Occupancy

Bad debts

Travel

Depreciation
Insurance

Dues and subscriptions
Training

Marketing
Professional fees
License fees
Miscellaneous
Special programs
Interest

Catering expenses
Management services

DELAWARE ADVANCEMENT CORPORATION

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Economic Convention Redevelopment
Development Center Catering Commission
$ 224387 $§ 695973 § 241,521 § 46,212
12,545 49,786 16,258 3,822
28,507 133,266 50,037 13,288
5,984 106,633 5,764 406
121 71,496 27,356 117
2,904 19,525 1,989 300
4 578 57
14,212
183,571 18,971
(10,188)
1,570 7,478 457 112
2,082 217,270 49,846 512
3,128 40,995 2,656
7,470 1,669 556
2,129 4,805 2,284
19,211 48,611
17,549 12,982 2,148 2,816
890
692 4,784 10,984
103,826
719,223
370,430
3,654
$ 1,155356 § 1,600,312 § 801,257 § 71,296

See accompanying Notes to Financial Statements.



Total Management
Micro Program and Total
Loan Services General Fundraising Expenses

$ 1,208,093 $ 135,209 $ 19,316 $§ 1,362,618

82,411 9,145 1,307 92,863
225,098 24,648 3,521 253,267
118,787 13,776 1,968 134,531

99,090 11,517 1,645 112,252

24,718 2,841 406 27,965

639 62 10 711

14,212 1,654 236 16,102
202,542 21,671 3,339 227,552
(10,188) (10,188)

9,617 1,106 158 10,881
269,710 28,732 4,437 302,879
46,779 5,444 778 53,001
9,695 1,128 161 10,984
9,218 1,073 153 10,444
67,822 7,893 1,128 76,843
35,495 3,803 543 39,841
890 95 15 1,000

26 16,486 1,916 274 18,676
103,826 103,826
719,223 719,223
370,430 370,430
3,654 3,654

26 $ 3628247 § 271,713 % 39,395 § 3,939,355




Salaries

Payroll taxes
Benefits
Maintenance
Supplies

Telephone

Postage and shipping
Rents

Occupancy

Bad debts

Travel

Depreciation
Insurance

Dues and subscriptions
Training

Marketing
Professional fees
License fees
Miscellaneous
Special programs
Interest

Catering expenses
Management services

DELAWARE ADVANCEMENT CORPORATION

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2019

Economic Convention Redevelopment
Development Center Catering Commission
$§ 203,021 § 738,453 § 241,303 $ 71,860
12,980 54,602 17,281 5,497
24,391 118,433 46,971 5,099
10,142 49,554 9,928 2,264

1,304 88,209 40,470 408
3,728 14,230 2,083 1,269
7 749 60
14,569
257,941 21,292
(4,500) 1,050
9,241 16,663 1,552 557
1,319 179,867 51,117 276
3,151 37,628 4,476 73
412 3,399 232
6,353 8,423 4,318
30,111 83,577
11,225 10,557 1,572 1,095
1,325
576 6,206 14,380
4,500
762,987
534,839
4,068
§ 1,095517 $§ 1,670,866 § 991,814 § 92,526

See accompanying Notes to Financial Statements.



Total Management
Micro Program and Total
Loan Services General Fundraising Expenses
§ 1,254,637 § 141,039 20,149 $§ 1,415,825
90,360 10,120 1,446 101,926
194,894 22,632 3,233 220,759
71,888 8,302 1,186 81,376
130,391 13,991 2,191 146,573
21,310 2,390 341 24,041
816 81 13 910
14,569 1,737 248 16,554
279,233 30,400 4,713 314,346
(3,450) (3,450)
28,013 3,274 468 31,755
232,579 25,128 3,918 261,625
45,328 5,396 771 51,495
4,043 482 69 4,594
19,094 2,277 325 21,696
113,688 13,557 1,937 129,182
24,449 2,785 398 27,632
1,325 145 22 1,492
7 21,169 2,524 361 24,054
4,500 4,500
762,987 762,987
534,839 534,839
4,068 4,068
7 § 3,850,730 $ 286,260 $ 41,789 § 4,178,779




DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

1. NATURE OF OPERATIONS

Delaware Advancement Corporation (DAC) was incorporated as a not-for-profit organization in August
1984, under the laws of the State of Indiana. DAC is operated to encourage the investment of businesses
and individuals in the city of Muncie and Delaware County, Indiana, through neighborhood assistance
programs, jobs and job training, education, operation of the Convention Center, community services, and
aid to economically disadvantaged individuals directly and by contribution.

The Convention Center is a division of DAC organized to renovate, equip, operate, maintain, and promote
the use of the former Federal Building as a convention center under a long-term operating agreement (35
years) entered into with the Delaware County Civic Center Authority as of September 4, 1986. At the
termination of the operating agreement, any surplus funds held by DAC and received as compensation
under terms of the agreement shall be turned over to the Authority. The residual interest accruing to the
Authority is reflected as net assets without donor restriction residual interest funds in the statement of
financial position. During 2017, the operating agreement was amended to extend the termination date to
December 15, 2038.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The Organization maintains its accounting on the accrual basis, and accordingly, reflects all
significant receivables, payables, and other liabilities.

Financial Statement Presentation

The Organization prepares its financial statements in accordance with Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification (“ASC”). FASB ASC 958-10-65,
Presentation of Financial Statements of Not-for-Profit Entities establishes standards for external
financial reporting by not-for-profit organizations and requires that resources be classified for
accounting and reporting purposes into two net asset categories: “net assets with donor restrictions’
and “net assets without donor restrictions”.

’

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-)
imposed restrictions. Some restrictions are temporary in nature, such as those that will be
met by the passage of time or other events specified by the donor. Other restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity.
Donor-imposed restrictions are released when a restriction expires, that is, when the
stipulated time has elapsed, when the stipulated purpose for which the resource was restricted
has been fulfilled, or both.

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not
subject to donor- (or certain grantor-) imposed restrictions.



DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

DAC considers all bank deposits and liquid investments with an original maturity of three months or
less to be cash equivalents.

Property and Equipment

Property and equipment are stated at cost as of the date of purchase or, if donated, at the approximate
fair market value at the date of donation. Such donations are reported as support without donor
restrictions unless the donor has restricted the donated asset to a specific purpose.

Depreciation expense is computed using the straight-line method over the estimated useful lives of
property and equipment of 3 to 20 years.

When assets are sold or disposed, the cost and related accumulated depreciation are removed from the
accounts, and any gain or loss on the disposition is reflected in activities. Expenditures for
maintenance and repairs are expensed when incurred. Expenditures that result in the enhancement of
the value of the assets involved are treated as additions to property and equipment.

Inventory

Inventories are stated at the lower of cost, on the first-in/first-out method, or market.

Support, Revenue, and Pledges

In accordance with FASB ASC 958, Not-for-Profit Entities, contributions received are recorded as
support “with donor restrictions” and “without donor restrictions”, depending on the existence and/or
nature of any donor restrictions. FASB ASC 605-205-15 Accounting for Contributions Received and
Made, requires that “unconditional promises to give” be recorded as receivables and revenue; and
requires the organization to distinguish between contributions received for each net asset category in
accordance with donor restrictions.

Contributions are generally considered to be available for unrestricted use unless specifically
restricted by the donor. Contributions received as restricted by the donor for a specific purpose are
reported as restricted until such time as the donor’s restriction expires. Restrictions are normally
removed when the contributions are expended for the purpose restricted, or the completion of the
project for which the contributions were specifically donated. When a donor-stipulated time
restriction ends, or a purpose restriction is accomplished, then the net assets with donor restrictions
are reclassified to net assets without donor restrictions and are reported in the statement of activities
as net assets released from restriction.



DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Support, Revenue, and Pledges (continued)

Pledges for contributions are recorded as a receivable when the pledge is received. An allowance is
provided for pledges which are determined to be uncollectible. Amounts received that are restricted
by the donor for future periods or for specific purposes, are reported as support with donor
restrictions.

The allowance for uncollectible pledges is maintained at a level which, in management’s judgment, is
adequate to absorb potential bad debts inherent with pledges receivable. The amount of the
allowance is based on management’s evaluation of the collectability of the pledges receivable and
trends in historical bad debt experience. The allowance is increased by a provision for uncollectible
pledges, which is charged to expense and reduced by charge-offs. Because of uncertainties inherent
in the estimation process, management’s estimate of bad debts and the related allowance may change
in the near-term. However, the amount of the change that is reasonably possible cannot be estimated.

Revenue Recognition

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606).
This guidance outlines a single, comprehensive model for accounting for revenue from contracts with
customers. This standard was adopted October 1, 2019. Catering and operating rental revenue is
earned when the service is provided. Other areas of revenue are not related to a contract. The timing
of the Organization’s revenue recognition has not been affected by the new standard.

Donated Services

During the years ended September 30, 2020 and 2019, a substantial number of volunteers have
contributed significant amounts of their time to the Organization. These services do not meet the
requirements for recognition in the financial statements in accordance with FASB ASC 958-605,
Accounting for Contributions Received and Contributions Made and are not included in the financial
statements.

Advertising Costs

Advertising costs are expensed when incurred and are classified under the statement of functional
expenses.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the statement of activities. The statement of functional expenses presents the
natural classification detail of expenses by function. The financial statements may report certain
categories of expense that are attributed to more than one program or supporting function.
Accordingly, certain costs have been allocated among program and supporting services benefited.
Certain costs for personnel and office overhead, as well as fundraising costs, have been allocated
among the programs and supporting services based upon the distribution of staff time.



DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income Taxes

The Organization is a not-for-profit organization incorporated under the laws of the State of Indiana
and is exempt from the payment of federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. In addition, the Organization has been determined by the Internal Revenue Service
not to be a private foundation within the meaning of Section 509(a) of the Internal Revenue Code.

The Organization’s federal and state income tax returns are subject to examination by taxing
authorities, generally for three years after they were filed. ;

Date of Management’s Review

Management has evaluated subsequent events through the date on which the financial statements were
made available to be issued. The date is the same as the independent auditor’s report date.

Reclassification

Certain prior year amounts have been reclassified in the financial statements to conform to the current
year presentation format.
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DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

CONTRIBUTIONS RECEIVABLE

Contributions receivable have been discounted at a rate of 1.22% to reflect the net present value of the
future cash flows. Contributions receivable at September 30 are as follows:

Temporarily Restricted

2020 2019
Due within one year $ 95,750  § 152,000
Duein 1 - 5 years 115,000 262,500
$ 210,750  $ 414,500
Allowance for uncollectible contributions (10,538) (20,725)
$ 200,212 $ 393,775
Discount (3,931) (9,527)

$ 196,281  § 384,248

Contributions receivable restricted for specific purposes are as follows:

September 30,
2020 2019

Vision 2021 Program $ 196,281 3 384,248

BENEFICIAL INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION

The Organization established two endowment funds with the Community Foundation of Muncie and
Delaware County, Inc. The Organization transferred monies from its cash to establish the funds. The
Foundation has retained variance authority of all funds and therefore the beneficial interest is recorded
as a perpetual donor restricted net asset. The Organization is specified as the beneficiary of future
allocations based on the Foundation’s spending policy. The Organization’s Board has the ability to
accept allocations or allow them to remain with the Foundation. These allocations that remain with the
Foundation are recorded as assets without donor restrictions. Any change in the value of the beneficial
interest in the funds is reported as an increase or decrease in net assets with donor restrictions

The Organization established the endowments to preserve a predictable stream of future cash flows to
fund programs supported by the Organization while maintaining the purchasing power of the original
investment. The Foundation’s return objectives are to maximize total return, net of inflation, spending
and expenses, with prudent risk levels.
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DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

4. BENEFICIAL INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION (continued)

Assets held by Community Foundation as of September 30, 2020 and 2019, are summarized as follows:

2020 2019

Beneficial interest in assets held by
Community Foundation $ 13,534  § 13,337

Changes in endowment net assets with donor restrictions for the year ended September 30, 2020 and
2019, were as follows:

2020 2019
Endowment net assets,
beginning of year $ 13,337  § 12,746
Change in value of beneficial
interest in endowments 197 591

Donor designated net assets,
end of year $ 13,534 § 13,337
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DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

5. FAIR VALUE OF FINANCIAL INSTRUMENTS

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). The three levels of fair value hierarchy under FASB ASC 820 are
described as follows:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Organization has the ability to access.

Level 2: Inputs to the valuation methodology include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in inactive markets,
inputs other than quoted prices that are observable for the asset or liability, or inputs that are
derived principally from or corroborated by observable market data by correlation or other
means. If the asset or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.

The beneficial interest in assets held by the Community Foundation is based on inputs other than quoted
prices in active markets provided by the Foundation.

Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable  Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
September 30, 2020
Beneficial interest in endowments $ 13,534 § -0- $ 13,534  § -0-
September 30, 2019

Beneficial interest in endowments $ 13,337 § -0- $ 13,337  $ -0-




DELAWARE ADVANCEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

6. PROPERTY AND EQUIPMENT

DAC’s property and equipment are as follows at September 30:

2020 2019
Furnishings, fixtures, and equipment $ 2,237,639 $ 2,102,029
Leasehold improvements 3,137,311 2,821,762
Construction in progress 10,600 189,947
$ 5,385,550 § 5,113,738
Accumulated depreciation (3,541,801) (3,238,922)

§ 1,843,749 § 1,874,816

Depreciation expense was $302,879 and $261,625 for 2020 and 2019, respectively.

7. INVESTMENT PROPERTY

During 2013, DAC began construction of a parking structure that is being financed by the City of
Muncie. As of September 30, 2020 and 2019, costs of $5,000,157 had been incurred. On September
10, 2013, DAC entered into a capital lease with the City of Muncie Redevelopment Commission to
lease the parking structure for a period of twenty-two years beginning January 15, 2016. Financing
was provided by a bond issue by the City of Muncie.

During 2015, DAC completed construction of a shell building located in the Industria Centre. As of
September 30, 2020 and 2019, costs associated with the land and building amounted to $7,480,565.
Financing was provided by Garmong Development Company, LLC. DAC entered into a promissory
note to repay the obligation. At the same time, DAC entered into an operating lease with the Delaware
County Redevelopment Commission for up to ten years. The lease proceeds will be used to pay the
interest due on the note.

Properties were purchased during 2018 for riverfront development. An additional property was
acquired in May 2020 and one property was sold in December 2019. As of September 30, 2020 and
2019, costs associated with the transactions were $1,235,852 and $1,624,794, respectively. Financing
was provided by Garmong Development Company, LLC and the City of Muncie. DAC entered into a
promissory note to repay the obligation. Funding for the note repayment will be provided by the
Muncie Redevelopment Commission.

During 2019, DAC acquired an interest in a daycare facility in foreclosure for $150,000 to assist in the
transition of the property to a permanent owner. Funds for the transaction were provided by the
Muncie Redevelopment Commission (MRC). Once acquired, DAC will sell the property to the new
owner and repay MRC. The property was sold in May 2020 with repayment made to MRC.
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8. NOTE RECEIVABLE

A non-interest-bearing note receivable due from Garmong Development Company, LLC, secured by a
mortgage on real estate, is to be repaid by annual payments of $55,838, commencing on December 31,
2011. The principal balance as of September 30, 2020 and 2019, was $13,959 and $69,797,
respectively.

9. NOTES PAYABLE

During the year ended September 30, 2008, land was purchased for the construction of a shell
building. The land was purchased with funds provided by the Delaware County Commissioners. In
October 2010, the building was sold to Garmong Development Company, LLC. Proceeds collected
under a note receivable with the buyer are to be forwarded to the Commissioners. The principal
balance at September 30, 2020 and 2019, was $13,959 and $69,797, respectively.

Land was purchased from the Muncie Redevelopment Commission for the construction of a shell
building. The land was purchased with funds provided by the Commission. Proceeds from the sale of
the property are to be forwarded to them. In August 2015, a portion of the property was transferred as
part of a sale transaction. The principal balance at September 30, 2020 and 2019, was $78,534.

On September 10, 2013, DAC entered into an agreement with the City of Muncie, the Muncie
Redevelopment Commission, and Cardinal Square to construct a parking garage in the Village. The
project was financed by bonds issued by the City of Muncie. Proceeds were loaned to DAC to pay
construction costs. A note between DAC and the City of Muncie calls for payment of $5,000,000
principal plus interest by February 1, 2038, in sums equal to the semi-annual payments due on the
Series 2013 bonds. The City of Muncie assigned its rights in the note and requested that DAC make
the payments directly to the bond trustee. Variable interest on the note is linked to the prime rate. In
December 2019, the bonds were refinanced resulting in a principal balance of $5,055,000. The bonds
have a variable coupon rate ranging from 2.75% to 4.375%, depending on the term. The principal
balance at September 30, 2020 and 2019, was $4,600,921 and $4,644,528, respectively.

During 2015, DAC completed construction of a shell building located in the Industria Centre. DAC
entered into a promissory note with Garmong Development Company, LLC to finance the project. The
note calls for semi-annual interest payments on the first day of January and July with the principal due
the earlier of the closing of the sale of the building, the execution of a long-term lease, or ten years.

The note bears interest at the prime rate published in the Wall Street Journal plus .50% and is adjusted
each January 1 and July 1. As of September 30, 2020, the interest rate was 5.25%. The principal
balance at September 30, 2020 and 2019, was $6,880,565. The land used for the project was transferred
from Delaware County to DAC at a value of $600,000. This amount is owing to the County.
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9. NOTES PAYABLE (continued)

During 2018, DAC purchased properties for riverfront development. DAC entered into a promissory
note with Garmong Development Company, LLC to finance the project. The note calls for semi-
annual interest payments on the first day of January and July with the principal due the earlier of three
years from January 31, 2018, or the date the entire parcel of land has been sold to an unrelated third
party in an arm’s length transaction. The note bears interest at the prime rate published in the Wall
Street Journal plus .50% and is adjusted each January 1 and July 1. As of September 30, 2020, the
interest rate was 5.50%. The principal balance at September 30, 2020 and 2019, was $1,134,798 and
$1,624,794, respectively.

In May 2020, an additional property was purchased for riverfront development. The property was
purchased with funds provided by the City of Muncie and a grant. Proceeds from the sale of the
property are to be forwarded to the City. The principal balance at September 30, 2020 was $76,054.

During 2019, DAC acquired an interest in a daycare facility in foreclosure to assist in the transition of
the property to a permanent owner. DAC entered into a term note with Muncie Redevelopment
Commission (MRC) to finance the project. Principal and interest are due within ten days of receiving
payment from the third-party purchaser. No interest is due if the outstanding principal balance is paid
in full within 120 days of being advanced. After that date, the note bears interest at 5.00%. The
principal balance at September 30, 2020, was $150,000. The property was sold in May 2020 with
repayment made to MRC.

In April 2020, the Organization received a loan in the amount of $319,000 through the Paycheck
Protection Program (“PPP”) which offered loans to small businesses and organizations impacted by
the COVID-19 pandemic pursuant to the Coronavirus Aid, Relief, and Economic Security
(“CARES”) Act. The interest rate on the loan was 1% with repayment beginning July 30, 2021. The
balance was due March 30, 2022. The loan may be forgiven to the extent proceeds were spent on
certain qualifying costs and other conditions were met. The Organization was notified in February
2021 that the loan was forgiven in full.

Future principal payments required on debt outstanding at September 30, 2020, consisted of the following:

For the Year Ended
September 30, Amount

2020 $ 271,177

2021 1,707,180

2022 72,594

2023 77,015

2024 82,645

2025 and thereafter 11,159,073

$ 13,369,684

Loans for which there are no

required repayment schedules 678,534

$ 14,048,218
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10. NET ASSETS WITH DONOR RESTRICTIONS

11.

As of September 30, 2020 and 2019, donor restricted net assets consist of:

2020 2019
Vision 2021 Program $ 196,281 $ 384,248
Community Foundation endowment 13,534 13,337
Grants 58,175 501

§ 267990 § 398,086

During the years ended September 30, 2020 and 2019, donor restricted net assets were released from
donor restrictions by incurring expenses satisfying the purpose or time restrictions specified by donors
as follows:

2020 2019
Vision 2021 Program $ 392,398 $ 285,500
Grants 99,326 4,500

§ 491,724  § 290,000

EMPLOYEE BENEFITS

DAC maintains a defined contribution pension plan for the benefit of substantially all of its employees.

DAC’s contribution consists of a discretionary contribution up to 6% of eligible compensation.
Employees may contribute up to the IRS established limits. DAC’s total contribution to the plan was
$81,474 and $69,124 for 2020 and 2019, respectively.

16.
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RELATED PARTY TRANSACTIONS

The Organization conducts business with the Convention Center Division of DAC (HCC) and the
Muncie-Delaware County Chamber of Commerce, Inc. (Chamber) which have common management
and share accounting personnel, office facilities, and expenses with DAC.

The balances due (to) from and the annual transactions with the above parties as of September 30,
2020 and 2019, are:

2020 2019

Balances due (to) from

Chamber - receivables/reimbursements $ -0- $ -0-

Chamber - payables/reimbursements $ (2,114) $ (231)
Amount of transactions

DAC with Chamber - various office reimbursement $ 12,555 $ 13,332

HCC with Chamber - sublease income $ 14,292 $ 12,493

DAC with Chamber - management and

accounting personnel $ 85306 $ 79,811

The sublease agreement between the above parties was a two-year contract, which commenced
October 1, 2019, and expires September 30, 2021.

The Organization is party to an agreement with the Chamber to provide health insurance to its
employees. The Chamber pays the monthly insurance premiums. DAC and HCC reimburse the
Chamber for their portion of the costs.

RISKS AND UNCERTAINTIES

The global pandemic, whose effects first became known in January 2020, is continuing to have a
broad and negative impact on operations and commerce around the world. The United States and
global markets initially experienced significant declines in value resulting from uncertainty caused by
the pandemic. The extent of the impact of the pandemic on the Organization’s operational and
financial performance will depend on developments, including the duration and spread of the
outbreak. Its impact on events, programs, donors, employees, and vendors, cannot be determined.
Accordingly, the extent to which the pandemic may impact the Organization’s assets, liabilities, net
assets, and cash flows is uncertain and the accompanying financial statements include no adjustments
relating to its effects.
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14. OPERATING LEASES

15.

DAC leases its operating facilities and the Convention Center under a non-cancellable operating lease
arrangement. This lease expired December 1, 2018. During 2017, the operating agreement was amended
to extend the termination date to December 15, 2038. Under the agreement, DAC is responsible for all
expenses associated with operating the Convention Center and will continue to receive a portion of the
1% Delaware County Food and Beverage Tax from the State of Indiana to fund the operations. The
agreement also allows DAC to sublease the facility.

DAC subleases part of the Convention Center facility. The current month-to-month agreement calls
for monthly payments of $200.

The Organization leases a copier under a sixty-three-month, non-cancellable lease at a cost per month of
$319. The lease expires in September 2023. The copier is also being subleased to a related organization.

The above rental expense is offset by sublease rental income. The fee for the subleasing was based
upon usage and, therefore, varied from month to month.

During 2015, DAC completed construction of a shell building located in the Industria Centre. The
property is being leased to the Delaware County Redevelopment Commission. The term of the lease
is for the earlier of ten years or the date the building is sold or is leased to a party for a term of at least
ten years. Future minimum lease receipts are as follows:

Year Ending September 30, Amount
2021 § 258,021
2022 258,021
2023 258,021
2024 258,021
2025 258,021

Rent in the amount of $405,127 and $411,886 was received for the years ended September 30, 2020
and 2019.

CONCENTRATION OF CREDIT RISKS

The Organization maintains cash balances in federally insured financial institutions. The balances are
insured up to $250,000 at each financial institution by the Federal Deposit Insurance Corporation. As
of September 30, 2020, cash in bank accounts in excess of insured amounts was approximately
$372,000.
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16. LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions limiting
their use, within one year of September 30, 2020 and 2019, are comprised as follows:

2020 2019

Operating Financial Assets:
Cash and cash equivalents (without donor restriction) $§ 1,686,936 $ 1,315807
Accounts receivable 28,424 126,158

$§ 1,715360 § 1,441,965

Reconciliation of Net Assets Without Donor Restrictions
to Financial Assets Available to Meet Cash Needs:

Net assets without donor restrictions $ 4392446 $ 4,364,468
Less:
Inventory (23,332) (23,959)
Note receivable (13,959) (69,797)
Real estate held for resale (978,534) (978,534)
Investment property (13,716,574) (14,255,516)
Prepaid expense (64,071) (36,442)
Property and equipment, net (1,843,749) (1,874,816)
Add:
Accounts payable 25,833 16,100
Accrued expenses 113,749 101,434
Deposits 119,720 150,809
Notes payable 13,703,831 14,048,218

$§ 1,715360 § 1,441,965

The Organization’s annual operating cash needs are determined during their budgeting process. Cash
is regularly monitored and evaluated by management. General expenditures include administration,
fundraising, and program services that are expected to be paid in a subsequent year.



