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BRADY
/

CERTIFIED PUBLIC ACCOUNTANTS
AND CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Provision for the Future
Bismarck, North Dakota

We have audited the accompanying statements of financial position of Provision for the Future
(the Provision) (nonprofit organization) as of June 30, 2011 and 2010, and the related
statements of activities, and cash flows for the years then ended. These financial statements
are the responsibility of the Provision’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Provision for the Future as of June 30, 2011 and 2010, and the changes
in net assets and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.
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ASSETS

Cash and cash equivalents

Accounts/pledges receivable, net of allowance
for doubtful accounts

Interest receivable

Annuity Receivable

Investments

Total assets

LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable and accrued expenses
Funds held for others

Total liabilities

NET ASSETS

Temporarily restricted
Catholic School and Education Endowment Fund
Priests' Care Fund
Seminarian Scholarship
Brady Trust Fund
Kuhn Trust Fund
East Africa Mission
Hacker Trust Fund
Catholic Relief Fund

Total temporarily restricted

Permanently restricted
Catholic School and Education Endowment Fund
Priests' Care Fund
Seminarian Scholarship
Total permanently restricted

Total net assets

Total liabilities and net assets

The accompanying

PROVISION FOR THE FUTURE

BISMARCK, NORTH DAKOTA

Statement of Financial Position

June 30, 2011

Catholic School

and Education Priests' Elmer Seminarian Brady Kuhn East Africa Hacker Catholic

Endowment Fund Care Fund Rapp Fund  Scholarship  Trust Fund  Trust Fund Mission Trust Fund  Relief Fund Total
- - - - - - - - - $ 4,947
2,188 2,146 - 2,072 - - - - - 6,406
9,845 9,990 2 27,167 - 466 5,542 - 622 53,634
- - - 201,865 - - - - - 201,865
2,168,833 2,152,115 52,484 4,738,262 19,000 127,623 553,900 81,511 134,775 10,028,503
2,180,866 2,164,251 52,486 $ 4,969,366 19,000 $ 128,089 $ 559,442 81,511 $ 135397 $ 10,295,355
- - - - - - - - - $ 4,947
- - 52,486 - - - - - - 52,486
- - 52,486 - - - - - - 57,433
383,608 - - - - - - - - 383,608
- 397,087 - - - - - - - 397,087
- - - 3,236,569 - - - - - 3,236,569
- - - - 19,000 - - - - 19,000
- - - - - 128,089 - - - 128,089
- - - - - - 559,442 - - 559,442
- - - - - - - 81,511 - 81,511
- - - - - - - - 135,397 135,397
383,608 397,087 - 3,236,569 19,000 128,089 559,442 81,511 135,397 4,940,703
1,797,258 - - - - - - - - 1,797,258
- 1,767,164 - - - - - - - 1,767,164
- - - 1,732,797 - - - - - 1,732,797
1,797,258 1,767,164 - 1,732,797 - - - - - 5,297,219
2,180,866 2,164,251 - 4,969,366 19,000 128,089 559,442 81,511 135,397 10,237,922
2,180,866 2,164,251 52,486 $ 4,969,366 19,000 $ 128,089 $ 559,442 81,511 $ 135397 $ 10,295,355

-2-

notes are an integral part of these financial statements.



ASSETS

Cash and cash equivalents

Accounts/pledges receivable, net of allowance
for doubtful accounts

Interest receivable

Annuity Receivable

Investments

Total assets

LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable and accrued expenses
Funds held for others

Total liabilities

NET ASSETS

Temporarily restricted
Catholic School and Education Endowment Fund
Priests' Care Fund
Seminarian Scholarship
Brady Trust Fund
Kuhn Trust Fund
East Africa Mission
Hacker Trust Fund
Catholic Relief Fund

Total temporarily restricted

Permanently restricted
Catholic School and Education Endowment Fund
Priests' Care Fund
Seminarian Scholarship

Total permanently restricted
Total net assets

Total liabilities and net assets

The accompanying

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Statement of Financial Position

June 30 2010

Catholic School

Clearing and Education Priests' Elmer Seminarian Brady Kuhn East Africa Hacker Catholic
Account Endowment Fund Care Fund Rapp Fund  Scholarship  Trust Fund  Trust Fund Mission Trust Fund  Relief Fund Total

$ 4,125 $ - - $ - $ - $ - $ - $ - $ - $ - $ 4,125
- 2,529 2,482 - 2,392 - - - - - 7,403

- 10,634 10,802 751 29,625 - 534 6,243 - 1,390 59,979

- 5,569 5,364 - - - - 14,152 - - 25,085

- 1,827,502 1,853,087 52,639 4,109,954 19,000 127,830 526,731 67,407 136,325 8,720,475

$ 4,125 $ 1,846,234 1,871,735 $ 53390 $ 4141971 $ 19,000 $ 128364 $ 547,126 $ 67,407 $ 137,715 $ 8,817,067
$ 4,125 $ - - $ - $ 3,086 $ - $ - $ - $ - $ - $ 7,211
- - - 53,390 - - - - - - 53,390

4,125 - - 53,390 3,086 - - - - - 60,601

- 48,976 - - - - - - - - 48,976

- - 104,571 - - - - - - - 104,571

- - - - 2,406,088 - - - - - 2,406,088

- - - - - 19,000 - - - - 19,000

- - - - - - 128,364 - - - 128,364

- - - - - - - 547,126 - - 547,126

- - - - - - - - 67,407 - 67,407

- - - - - - - - - 137,715 137,715

- 48,976 104,571 - 2,406,088 19,000 128,364 547,126 67,407 137,715 3,459,247

- 1,797,258 - - - - - - - - 1,797,258

- - 1,767,164 - - - - - - - 1,767,164

- - - - 1,732,797 - - - - - 1,732,797

- 1,797,258 1,767,164 - 1,732,797 - - - - - 5,297,219

- 1,846,234 1,871,735 - 4,138,885 19,000 128,364 547,126 67,407 137,715 8,756,466

$ 4,125 $ 1,846,234 1,871,735 $ 53390 $ 4141971 $ 19,000 $ 128364 $ 547,126 $ 67,407 $ 137,715 $ 8,817,067
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PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Statement of Activities

For the Year Ended June 30, 2011

Catholic School and Education Endowment Fund Priests' Care Fund Seminarian Scholarship
Temporarily Permanently Temporarily Permanently Temporarily Permanently
Unrestricted Restricted Restricted Unrestricted Restricted Restricted Unrestricted Restricted Restricted
SUPPORT AND REVENUE
Contributions and bequests
Other contributions $ - $ - $ - $ - $ - $ - $ - $ 265351 $ -
Investment and interest income - 56,479 - - 59,366 - - 137,851 -
Realized and unrealized gain
(loss) on investments - 347,339 - - 346,277 - - 686,227 -
Funds released from restrictions 69,186 (69,186) - 113,127 (113,127) - 258,948 (258,948) -
Total support and revenue 69,186 334,632 - 113,127 292,516 - 258,948 830,481 -
EXPENSES
Provision for doubtful accounts - - - - - - - - -
Administrative expenses 20,236 - - 20,505 - - 44,792 - -
Funds released to programs 48,950 - - 92,622 - - 214,156 - -
Total expenses 69,186 - - 113,127 - - 258,948 - -
(DECREASE) INCREASE IN NET ASSETS - 334,632 - - 292,516 - - 830,481 -
NET ASSETS, BEGINNING OF YEAR - 48,976 1,797,258 - 104,571 1,767,164 - 2,406,088 1,732,797
NET ASSETS, END OF YEAR
Unresticted $ - $ - $ - $ - $ - $ - $ - $ - $ -
Temporarily restricted $ - $ 383,608 $ - $ - $ 397,087 $ - $ - $3,236,569 $ -
Permanently restricted $ - % - $ 1,797,258 $ - $ - $1,767,164 $ - $ - $1,732,797

The accompanying notes are an integral part of these financial statements.
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SUPPORT AND REVENUE
Contributions and bequests
Other contributions
Investment and interest income
Realized and unrealized gain
(loss) on investments
Funds released from restrictions

Total support and revenue

EXPENSES
Provision for doubtful accounts
Administrative expenses
Funds released to programs
Total expenses
(DECREASE) INCREASE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR
Unrestricted

Temporarily restricted

Permanently restricted

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Statement of Activities (Continued)

For the Year Ended June 30, 2011

Brady Trust Fund

Kuhn Trust Fund

East Africa Mission

Hacker Trust Fund

Catholic Relief Fund

Temporarily Temporarily Temporarily Temporarily Temporarily
Unrestricted Restricted Unrestricted Restricted Unrestricted Restricted Unrestricted Restricted Unrestricted Restricted Total
-8 - - $ - $ - $ 93850 $ - $ - -8 - $ 359,201
- - - 3,664 - 23,740 - 1,759 - 5,247 288,106
- - - 47 - (2,571) - 13,504 - 1,373 1,392,196
- - 3,986 (3,986) 102,703 (102,703) 1,159 (1,159) 8,938 (8,938) -
- - 3,986 (275) 102,703 12,316 1,159 14,104 8,938 (2,318) 2,039,503
- - 1,048 - 6,060 - - - 1,938 - 94,579
- - 2,938 - 96,643 - 1,159 - 7,000 - 463,468
- - 3,986 - 102,703 - 1,159 - 8,938 - 558,047
- - - (275) - 12,316 - 14,104 - (2,318) 1,481,456
- 19,000 - 128,364 - 547,126 - 67,407 - 137,715 8,756,466
- 3 - - $ - $ - 3 - - $ - - 3 - -
- $ 19,000 - $ 128,089 $ - $ 559,442 - $ 81511 - $ 135,397 $4,940,703
-3 - - $ - $ -3 - - $ - -3 - $5,297,219

-5-

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



SUPPORT AND REVENUE
Contributions and bequests
Other contributions
Investment and interest income
Realized and unrealized gain
(loss) on investments
Funds released from restrictions

Total support and revenue
EXPENSES
Provision for doubtful accounts
Administrative expenses

Funds released to programs

Total expenses

(DECREASE) INCREASE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR
Unrestricted

Temporarily restricted

Permanently restricted

Statement of Activities

Catholic School and Education Endowment Fund

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

For the Year Ended June 30, 2010

Priests' Care Fund

Seminarian Scholarship

Temporarily Permanently Temporarily Permanently Temporarily Permanently

Unrestricted Restricted Restricted Unrestricted Restricted Restricted  Unrestricted Restricted Restricted
$ - - % 995 - - 8 1,165 $ - $ 10,771 % 1,031
- 63,084 - - 65,755 - - 142,096 -

- 144,795 - - 146,075 - - 360,585 -

158,903 (158,903) - 107,259 (107,259) - 260,660 (260,660) -
158,903 48,976 995 107,259 104,571 1,165 260,660 252,792 1,031
1,235 - - 1,212 - - 1,162 - -

19,203 - - 19,520 - - 44,108 - -

- - - - - - 215,390 - -

20,438 - - 20,732 - - 260,660 - -
138,465 48,976 995 86,527 104,571 1,165 - 252,792 1,031
(138,465) - 1,796,263 (86,527) - 1,765,999 - 2,153,296 1,731,766

$ - - $ - - - $ - $ - $ - $ -
$ - 48976 $ - - 104,571 $ - $ - $2,406,088 $ -
$ - - % 1,797,258 - - $ 1,767,164 $ - 3 - $1,732,797

The accompanying notes are an integral part of these financial statements.
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SUPPORT AND REVENUE
Contributions and bequests
Other contributions
Investment and interest income
Realized and unrealized gain
(loss) on investments
Funds released from restrictions

Total support and revenue

EXPENSES
Provision for doubtful accounts
Administrative expenses
Funds released to programs
Total expenses
(DECREASE) INCREASE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR
Unrestricted

Temporarily restricted

Permanently restricted

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Statement of Activities (Continued)

For the Year Ended June 30, 2010

Brady Trust Fund Kuhn Trust Fund East Africa Mission Hacker Trust Fund Catholic Relief Fund

Temporarily Temporarily Temporarily Temporarily Temporarily

Unrestricted Restricted Unrestricted Restricted Unrestricted Restricted Unrestricted Restricted Unrestricted Restricted Total
$ - 8% - % - $ - 8% - $ 87024 $ - $ 5839 $ - $ - $ 159,382
- 801 - 5,190 - 30,828 - 176 - 8,774 316,704
- - - (2,557) - 19,696 - 9,196 - 3,516 682,306
801 (801) 7,912 (7,912) 110,652 (110,652) 361 (361) 9,948 (9,948) -
801 - 7,912 (4,279) 110,652 26,896 361 67,407 9,948 2,342 1,158,392
- - - - - - - - - - 3,609
- - 893 - 5,931 - 361 - 1,948 - 91,964
801 - 7,019 - 104,721 - - - 8,000 - 335,931
801 - 7,912 - 110,652 - 361 - 9,948 - 431,504
- - - (4,279) - 26,896 - 67,407 - 2,342 726,888
- 19,000 - 132,643 - 520,230 - - - 135,373 8,029,578
$ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ -
$ - $ 19,000 $ - $ 128364 $ - $ 547,126 $ - $ 67407 % - $ 137,715 $ 3,459,247
$ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ 5,297,219

The accompanying notes are an integral part of these financial statements.
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PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Statements of Cash Flows

For the Years Ended June 30, 2011 and 2010

2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 1,481,456 $ 726,888
Adjustments to reconcile changes in net assets to net cash provided
(used) for operating activities:
Provision for allowance for doubtful accounts - (5,606)
Realized and unrealized gain on investments (1,392,196) (682,306)
Effects on operating cash flow due to changes in:
Accounts/pledges receivable 997 77,994
Interest receivable 6,345 (26,166)
Due from other funds (176,780) (25,085)
Accounts payable and accrued expenses (2,264) 3,215
Funds held for others (904) (58,253)
CASH PROVIDED (USED) BY OPERATING ACTIVITIES (83,346) 10,681
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments (2,320,125) (3,065,676)
Proceeds from sale of investments 2,404,293 3,055,124
CASH PROVIDED (USED) BY INVESTING ACTIVITIES 84,168 (10,552)
NET INCREASE IN CASH 822 129
CASH AT BEGINNING OF YEAR 4,125 3,996
CASH AT END OF YEAR $ 4,947 $ 4,125

The accompanying notes are an integral part of these financial statements.
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NOTE 1

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements

For the Years Ended June 30, 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

Provision for the Future (the Provision) was incorporated January 1, 2004. The
purpose of the Provision is to receive and administer funds to be used for Roman
Catholic charitable purposes.

Funds Held for Others

Elmer Rapp Fund — This trust fund was established by a gift from Elmer Rapp. The
annual income may be used to provide post-secondary education to Hidatsu,
Arikara, or Mandan Indian students who have graduated from high schools in the
surrounding areas with preference for the Fort Berthold Reservation high schools.

Temporarily Restricted Net Assets

Kathleen Brady Trust Fund — This trust was established by a gift from Sister
Kathleen Brady. The annual income is to be used to provide subsidies to Catholic
Schools in the Diocese.

Catholic Relief Fund — This fund was established in September 2003 through a
bequest to the Diocese of Bismarck. The Last Will and Testament required that the
funds be distributed to charity. The Last will and Testament further states that the
Bishop of the Roman Catholic Diocese of Bismarck is the trustee and has the
discretion to invade the principal of the fund for catholic relief services for which the
trust was established.

Seminarian Scholarship Fund — These net assets consist of contributions for
seminarian scholarships.

East Africa Mission Fund — These net assets consist of contributions for the East
African Mission.

Hacker Trust Fund — This fund, established by a gift from Bishop Hacker, provides
that the annual earnings be paid to Christ the King School, Mandan, North Dakota so
long as it is maintained as an eight-grade elementary school. If it should cease to
operate as such the fund is to be paid over to the Diocese of Bismarck.



NOTE 1

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Temporarily Restricted Net Assets - Continued

John Kuhn Trust Fund — This trust fund was established by a gift from Reverend
John Kuhn. The annual income is to be paid to Christ the King School, Mandan,
North Dakota for its operation. If the school ceases to operate as a parish school,
the remainder of the trust shall be distributed to the Diocese of Bismarck and the
trust terminated.

Permanently Restricted Net Assets

Catholic School and Education Endowment Fund, Priests’ Care Fund and
Seminarian Scholarship Fund — These endowment funds were received from the
capital campaign, “A Vision for the Future: Strengthening the Foundation.” A portion
of this campaign is for the support of the Seminarian Scholarship Fund, Priests’ Care
Fund, and a Catholic Schools and Parish Religious Education Endowment Fund.

Method of accounting and revenue recognition

The accompanying financial statements are presented in accordance with
accounting principles generally accepted in the United States of America, (“GAAP”),
as codified by the Financial Accounting Standards Board. As a result, the Provision
recognizes revenue in the period earned.

Financial statement presentation

Financial statement presentation follows the recommendations of the Accounting
Standards Codification Topic 958, Accounting for Not-for-Profit Entities. The
codification requires the Provision 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.

The Provision has unrestricted, temporarily restricted, and permanently restricted net
assets.

-10 -



NOTE 1

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support depending on the existence and/or nature of any
donor restrictions.

Support that is restricted by the donor is reported as an increase in unrestricted net
assets if the restriction expires in the reporting period in which the support is
recognized. All other donor-restricted support is reported as an increase in
temporarily or permanently restricted net assets, depending on the nature of the
restriction. When a restriction expires (that is, when a stipulated time restriction ends
or purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the Statement of Activities as
net assets released from restrictions. Restricted net assets are reclassified to
unrestricted net assets upon satisfaction of the time or purpose restrictions.

Permanently restricted net assets are to be held in perpetuity in accordance with the
donor’s restrictions. Earnings from the investment of these net assets are recorded
as temporarily restricted net assets in accordance with the donor’s restrictions as to
use and in accordance with accounting principles generally accepted in the United
States of America.

Investments

Investments in marketable securities with readily determinable fair values and all
investments in debt securities are valued at their fair values in the Statement of
Financial Position. Unrealized gains and losses are included in the change in net
assets.

The Provision recognizes gains and losses on an investment in the designation or
restriction owning the investment using the historical cost for that specific investment.
Ordinary income from an investment is recorded in the designation or restriction
owning the investment.

Use of 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
at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Accordingly, actual results could differ from
those estimates.

-11 -



NOTE 1

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Cash and cash equivalents

Cash and cash equivalents include highly liquid investments with an original maturity
of three months or less, excluding assets whose use is limited or restricted.

Concentrations of Risk

The Provision’s cash balances are maintained in various bank deposit accounts.
Periodically, the Provision has deposits that are in excess of federally insured limits
on a temporary basis.

Accounts/Pledges receivable as of June 30, 2011 and 2010 are due from Catholic
parishes and associated individuals located in western North Dakota.

Receivables and Allowance for Uncollectible Receivables

Accounts receivables are uncollateralized obligations due under normal trade terms
requiring payment within 30 days from the invoice date. The receivables are non-
interest bearing. Payments on accounts receivables are applied to the earliest
unpaid amounts. The carrying amount of the accounts receivables is reduced by an
amount that reflects management’s best estimate of the amounts that will not be
collected.

The allowance for doubtful accounts is established as losses are estimated to have
occurred through a provision for bad debts charged to earnings. Bad debts are
charged against the allowance when management believes the uncollectibility of an
accounts receivable is confirmed. Subsequent recoveries, if any, are credited to the
allowance.

The allowance for doubtful accounts is evaluated on a regular basis by management
and is based upon management’s periodic review of the collectability of the accounts
receivable in light of historical experience, the nature and volume of the portfolio,
adverse situations that may affect the borrower’s ability to repay, estimated value of
any underlying collateral and prevailing economic conditions. This evaluation is
inherently subjective, as it requires estimates that are susceptible to significant
revision as more information becomes available.

-12 -



NOTE 1

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Receivables and Allowance for Uncollectible Receivables - Continued

An accounts receivable is considered impaired when, based on current information
and events, it is probable that the Provision will be unable to collect the scheduled
payments of principal when due according to the contractual terms of the pledge
agreement. Factors considered by management in determining impairment include
payment status, and the probability of collecting scheduled principal payments when
due. Accounts receivable that experience insignificant payment delays and payment
shortfalls generally are not classified as impaired. Management determines the
significance of payment delays and payment shortfalls on a case-by-case basis,
taking into consideration all of the circumstances surrounding the accounts
receivable and the prior payment record, and the amount of the shortfall in relation to
the principal owed.

Fair Value Measurements

The Provision follows Accounting Standards Codification Topic 820, Fair Value
Measurements. This standard applies to all assets and liabilities that are being
measured and reported on a fair value basis. It defines fair value, establishes a
framework for measuring fair value in accordance with generally accepted
accounting principles and expands disclosure about fair value measurements.
Annuities Receivable

This is the amount of charitable gift annuities receivable held on behalf of another
organization to be paid out to the Provision as of June 30, 2011.

-13 -



NOTE 1

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Fair Value Measurements- Continued

When fair value measurements are required, various data is used in determining
those values. This statement requires that assets and liabilities that are carried at
fair value must be classified and disclosed in the following levels based on the nature
of the data used.

Level 1 : Quoted market prices in active markets for identical assets or
liabilities.

Level 2: Observable market based inputs or unobservable inputs that are
corroborated by market data.

Level 3: Unobservable inputs that are not corroborated by market data.

The application of valuation techniques applied to similar assets and liabilities has
been consistently applied. The following is a description of the valuation
methodologies used for instruments measured at fair value:

Investments

The fair value of investments is the market value based on quoted market prices,
when available, or market prices provided by recognized broker dealers. If listed
prices or quotes are not available, fair value is based upon externally developed
models that use unobservable inputs due to the limited market activity of the
instrument.

Income Taxes

The Provision is exempt from federal income tax under provisions of Section
501(c)(3) of the Internal Revenue Code. The Provision is deemed to be a church
related organization and as such is not required to file an annual informational tax
return to the Internal Revenue Service.

The Provision’s policy is to evaluate the likelihood that its uncertain tax positions will
prevail upon examination based on the extent to which those positions have
substantial support within the Internal Revenue Code and Regulations, Revenue
Rulings, court decisions, and other evidence.

-14 -



PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

NOTE 2 ACCOUNTS/PLEDGES RECEIVABLE

Pledges receivable as of June 30, 2011 and 2010 consist of amounts pledged as
payable upon death of the donor as a result of the “A Vision for the Future Capital
Campaign”. The receivable is shown net of discounts and allowance of $6,406 and
$7,403 at June 30, 2011 and 2010, respectively.

NOTE 3 INVESTMENTS

Investments are stated at fair value and are summarized as follows as of June 30,
2011 and 2010:

June 30, 2011 Fair
Cost Value
Money market funds $ 728,180 $ 728,180
Certificates of deposit 126,392 126,392
Equities:
U.S. large cap 1,623,250 2,408,447
U.S. mid cap 1,101,054 1,626,291
U.S. small cap 389,204 446,046
CGCM high yield 5,073 5,201
International developed/emerging markets 487,963 711,146
Fixed Income:
Investment grade taxable 3,125,157 3,309,083
International developed bonds 225,131 233,589
Fixed income other 129,586 118,943
Public REITs 169,918 163,058
Commodities 83,153 103,906
Life insurance and other 48,221 48,221

$8,242,283 $10,028,503

The Provision had a net realized gain of $275,841 for the year ended June 30, 2011.
For the same period, the Provision had an unrealized gain on investments of
$1,116,355.
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NOTE 3

NOTE 4

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

INVESTMENTS - CONTINUED

June 30, 2010 Fair
Cost Value
Money market funds $ 553,842 $ 553,842
Equity securities (including mutual funds) 3,493,502 3,932,315
Certificates of deposit 144,000 145,715
Fixed securities 3,841,472 4,060,470
Life insurance and other 16,499 28,133
$8,049,315 $ 8,720,475

The Provision had a net realized gain of $66,553 for the year ended June 30, 2010.
For the same period, the Provision had an unrealized gain on investments of

$615,753.

FAIR VALUE MEASUREMENTS

Assets measured at fair value on a recurring basis as of June 30, 2011 are

summarized as follows:

Quoted Prices

in Active Significant
Markets for Other Significant
Total Identical Observable Unobservable
Carrying Assets Inputs Inputs

Description Amount (Level 1) (Level 2) (Level 3)
Money market funds $ 728,180 $ 728,180 $ - 3%
Certificates of deposit 126,392 - 126,392
Equities: - - -

U.S. large cap 2,408,447 2,408,447

U.S. mid cap 1,626,291 1,626,291

U.S. small cap 446,046 446,046

CGCM high yield 5,201 5,201

International developed/emerging markets 711,146 711,146
Fixed Income:

Investment grade taxable 3,309,083 3,309,083

International developed bonds 233,589 233,589

Fixed income other 118,943 - 118,943
Public REITs 163,058 163,058 -
Commodities 103,906 - 103,906
Life insurance and other 48,221 - 48,221

$10,028,503 $ 6,088,369 $3,940,134 $
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PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

NOTE 4 FAIR VALUE MEASUREMENTS - CONTINUED

Assets measured at fair value on a recurring basis as of June 30, 2010 are
summarized as follows:

Quoted Prices

in Active Significant
Markets for Other Significant
Total Identical Observable Unobservable
Carrying Assets Inputs Inputs
Description Amount (Level 1) (Level 2) (Level 3)
Money market funds $ 553,842 $ 553,842 $ - $
Equity securities
(including mutual funds) 3,932,315 3,932,315 -
Certificates of deposit 145,715 - 145,715
Fixed securities 4,060,470 - 4,060,470
Other 28,133 - 28,133
Total $ 8,720,475 $ 4,486,157 $4,234,318 $

NOTES5 INCOME TAXES

It is the opinion of management that the Provision has no significant uncertain tax
positions that would be subject to change upon examination.

NOTE6 ENDOWMENT FUNDS

Donor-designated:

The Provision’s endowments consist of 3 individual funds established for a variety of
purposes. Its endowments include donor-restricted funds. As required by generally
accepted accounting principles, net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed
restrictions.
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NOTE 6

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

ENDOWMENT FUNDS - CONTINUED

Donor-designated - Continued:

The Board of Directors of the Provision has interpreted the State Prudent
Management of Institutional Funds Act (SPMIFA) as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment
funds absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Provision classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets
until those amounts are appropriated for expenditure by the Provision in a manner
consistent with the standard of prudence prescribed by SPMIFA. In accordance with
SPMIFA, the Provision considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds: (1) the duration and
preservation of the various funds, (2) the purposes of the donor-restricted
endowment funds, (3) general economic conditions, (4) the possible effect of inflation
and deflation, (5) the expected total return from income and the appreciation of
investments, (6) other resources of the Provision, and (7) the Provision’s investment
policies.

Investment Return Obijectives, Risk Parameters and Strategies. The Provision has
adopted investment and spending policies, approved by the Board of Directors, for
endowment assets that attempt to provide a predictable stream of funding to
programs supported by its endowment funds while also maintaining the purchasing
power of those endowment assets over the long-term. Accordingly, the investment
process seeks to achieve an after-cost total real rate of return, including investment
income as well as capital appreciation, which exceeds the annual distribution with
acceptable levels of risk. Endowment assets are invested in a well diversified asset
mix, which includes equity and debt securities, that is intended to result in a
consistent inflation-protected rate of return.
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NOTE 6

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

ENDOWMENT FUNDS — CONTINUED
Spending Policy: The Provision does not have a spending policy.

Endowment Net Asset Composition by Type of Fund as of June 30, 2011 is as
follows:

Total Net
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Assets
Donor restricted endowment funds $ - $1,587,846 $ 5,297,219 $6,885,065
Board designated endowment funds - - - -
Total funds $ - $1,587,846 $ 5,297,219 $6,885,065

Endowment Net Asset Composition by Type of Fund as of June 30, 2010 is as
follows:

Total Net
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Assets
Donor restricted endowment funds $ - $ 395,568 $ 5,297,219 $5,692,787
Board designated endowment funds - - - -
Total funds $ - $ 395,568 $ 5,297,219 $5,692,787
Changes in endowment net assets as of June 30, 2011 are as follows:
Total Net
Temporarily ~ Permanently = Endowment
Unrestricted Restricted Restricted Assets
Endowment net assets, beginning of year $ - $ 395,568 $5,297,219 $ 5,692,787
Contributions - - - -
Investment income - 253,696 - 253,696
Net appreciation - 1,379,843 - 1,379,843
Amounts appropriated for expenditures - (441,261) - (441,261)
Endowment net assets, end of year $ - $ 1,587,846 $5,297,219 $ 6,885,065
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NOTE 6

NOTE 7

PROVISION FOR THE FUTURE
BISMARCK, NORTH DAKOTA

Notes to the Financial Statements - Continued

For the Years Ended June 30, 2011 and 2010

ENDOWMENT FUNDS - CONTINUED

Changes in endowment net assets as of June 30, 2010 are as follows:

Total Net
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Assets

Endowment net assets, beginning of year $ (224,992) $ - $5,294,028 $ 5,069,036
Contributions - - 3,191 3,191
Investment income - 270,935 - 270,935
Net appreciation 224,992 651,455 - 876,447
Amounts appropriated for expenditures - (526,822) - (526,822)
Endowment net assets, end of year $ - $ 395,568 $5,297,219 $ 5,692,787
SUBSEQUENT EVENTS
No significant events occurred subsequent to the Provision’s year end. Subsequent

events have been evaluated through October 19, 2011, which is the date these

financial statements were available to be issued.
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