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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Foundation for a Healthy Kentucky, Inc. as of December 31, 2017 and 2016 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. 
 
 
 
 
 
 
Louisville, Kentucky 
June 11, 2018 
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Statements of Financial Position

Foundation for a Healthy Kentucky, Inc.

Assets
Cash and cash equivalents $ 113,715         $ 119,778       
Grants receivable 75,000           416,277       
Accrued interest and dividends receivable 33,957           44,196         
Investment proceeds receivable                   1,100,000    
Prepaid expenses 18,780           14,545         
Investments 52,198,445    45,752,875  
Property and equipment, net of accumulated
 depreciation 2,855,005 2,967,833    
Deposits 5,022             4,622           
Deferred leasing costs 24,594           30,779         

Total Assets $ 55,324,518  $ 50,450,905  

Liabilities and Net Assets
Accounts payable $ 20,104           $ 34,834         
Grants payable 307,173         334,560       
Payroll taxes payable 14,522           18,588         
Accrued expenses 18,010           9,014           

Total Liabilities 359,809         396,996       

Unrestricted Net Assets
Undesignated 9,889,709      4,637,632    
Board designated 45,000,000    45,000,000  

Temporarily Restricted Net Assets 75,000           416,277       

Total Net Assets 54,964,709    50,053,909  

Total Liabilities and Net Assets $ 55,324,518  $ 50,450,905  

See Notes to Financial Statements

2017 2016
December 31
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Statements of Activities

Foundation for a Healthy Kentucky, Inc.

Unrestricted Net Assets
Revenues and Support

Investment income $ 1,172,879    $ 945,685
Realized gain on sale of investments 2,648,360    262,637       
Unrealized gain on investments 3,624,725    1,266,403    
Grant income 22,948
Building lease revenue 271,317       237,801       
Other income 37,770       17               

7,777,999    2,712,543    
Net assets released from restrictions 341,277       208,723       

 Total Revenues and Support 8,119,276    2,921,266    

Expenses
Program expenses 1,635,339    1,618,785    
Grants 1,002,724    1,719,250    
General and administrative 104,386       480,962       
Investment management fees 124,750       160,084       

Total Expenses 2,867,199    3,979,081    

Increase (Decrease) in Unrestricted Net Assets 5,252,077    (1,057,815)   

Temporarily Restricted Net Assets
Net assets released from restrictions (341,277) (208,723)

Change in Net Assets 4,910,800    (1,266,538)   

Net Assets Beginning of Year 50,053,909  51,320,447  

Net Assets End of Year $ 54,964,709 $ 50,053,909  

See Notes to Financial Statements

2016
Year Ended December 31
2017
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Statements of Cash Flows

Foundation for a Healthy Kentucky, Inc.

Operating Activities

Change in net assets $ 4,910,800    $ (1,266,538)   
Adjustments 

Depreciation 145,638 139,073       
Realized gain on sale of investments (2,648,360)   (262,637)      
Unrealized gain loss on investments (3,624,725) (1,266,403)   

Changes in operating assets and liabilities
Grants receivable 341,277       208,723       
Accrued interest and dividends receivable 10,239       8,165          
Prepaid expenses and other assets 1,550           (33,237)        
Accounts payable (14,730)        (286,000)      
Grants payable (27,387)        (32,233)        
Payroll taxes payable (4,066)          4,917           
Accrued expenses 8,996           (31,157)        

Net Cash Used In Operating Activities (900,768)      (2,817,327)   

Investing Activities
Proceeds from sales and maturities of investments 18,224,479  20,531,258  

Purchase of investments (17,296,964) (17,698,586) 
Purchases of property and equipment (32,810)        (500)             

Net Cash Provided By Investing Activities 894,705       2,832,172    

Net Increase (Decrease) in
Cash and Cash Equivalents (6,063)          14,845         

Cash and Cash Equivalents Beginning of Year 119,778       104,933       

Cash and Cash Equivalents End of Year $ 113,715     $ 119,778      

Supplemental Noncash Investing Activity
Unsettled proceeds from investment liquidation $ 1,100,000    

See Notes to Financial Statements

Year Ended December 31
2017 2016
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Notes to Financial Statements 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note A--Nature of the Organization 
 
The Foundation for a Healthy Kentucky, Inc. (the “Foundation”), a non-profit corporation, is organized for 
the charitable purpose of the promotion of health by seeking to address the unmet health care needs of 
Kentucky.  The Foundation was created when the Attorney General of the Commonwealth of Kentucky 
reached a settlement with Anthem Blue Cross that placed $45 million into a charitable trust to fulfill the 
charitable charter of Kentucky Blue Cross, which merged with Anthem and subsequently became a for-
profit entity.  In 2001, the Commonwealth of Kentucky transferred $51.1 million (settlement amount plus 
accrued interest) to the Foundation, of which $45 million has been internally designated by the Board of 
Directors to be set aside as an endowment to fund the activities of the Foundation.  
 
 
Note B--Basis of Presentation and Accounting Policies 
 
The Foundation follows generally accepted accounting principles as outlined in the Financial Accounting 
Standards Board’s Accounting Standards Codification. The significant accounting policies are as follows. 
 
Financial Statement Presentation--The Foundation is required 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) based upon the existence or absence of donor-imposed 
restrictions. 
 
Cash and Cash Equivalents--Cash and cash equivalents consist of cash and highly liquid investments 
having a maturity at the date of acquisition of three months or less, except those classified as 
investments. 
 
Grants Receivable--Management periodically reviews the collectability of all receivables and any amounts 
determined to be uncollectible are charged off to bad debt expense.  As of December 31, 2017 and 2016, 
management estimated that all receivables were fully collectible, consequently no allowance for uncollectible 
receivables has been recorded. 
 
Investments--Investments in equity securities with readily determinable fair values and all investments in 
debt securities are measured at fair value in the statements of financial position.  Investment income or loss 
(including realized and unrealized gains and losses on investments, interest, and dividends) is included in 
the statements of activities.   
 
Board Designated Endowment Fund--Certain assets have limitations as to their use.  The Board of 
Directors has designated $45 million to be set aside as an endowment to fund activities of the 
Foundation. If the Foundation’s endowment falls below the $45 million designation, the Foundation will 
cease to make new grants and will only use the earnings to fund existing grant obligations and 
operations.  Grant-making activities may continue when the endowment again exceeds $45 million.  
These are internal designations and the underlying investments are commingled with the Foundation’s 
unrestricted investments. 
 
 
 
 
Continued 
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Notes to Financial Statements--Continued 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note B--Basis of Presentation and Accounting Policies--Continued 
 
Property and Equipment--Property and equipment are stated at cost.  The Foundation records 
depreciation on the straight-line method over the estimated useful lives of the assets.  Depreciation 
expense for years ended December 31, 2017 and 2016 was $145,638 and $139,073, respectively.  The 
Foundation’s capitalization policy is that all capital purchases must be budgeted in a capital budget and 
approved by the Board of Directors.  The Foundation’s policy is to capitalize expenditures for property 
and equipment greater than $1,500. 
 
Impairment of Long-Lived Assets--Management of the Foundation reviews for the impairment of long-lived 
assets whenever events or changes in circumstances indicate that the carrying amount of an asset may not 
be recoverable.  An impairment loss would be recognized when estimated future cash flows expected to 
result from the use of the asset and its eventual disposition is less than its carrying amount.  There were no 
charges for impairment of long-lived assets during the years ended December 31, 2017 or 2016. 
 
Grant Revenues--Support funded by grants is recognized as the Foundation performs the contracted 
services or incurs outlays eligible for reimbursement under the grant agreements.  When a granting agency 
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 statements of 
activities as net assets released from restrictions.  Grant activities and outlays are subject to audit and 
acceptance by the granting agency and, as a result of such audit, could be adjusted. Certain restricted grant 
revenues received and earned within the same period are recorded as unrestricted support. 
 
Revenues from Rental Activities--Rentals are reported in operating revenues as earned over the terms of 
the leases, which are accounted for as operating leases.   
 
Tax Exempt Status--The Foundation is exempt from federal income taxes under Section 501(a) of the 
Internal Revenue Code as an organization described in Section 501(c)(3).  Accordingly, no provision for 
income taxes is required.   
 
Use of Estimates--The preparation of the financial statements in accordance 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 disclosures of contingent 
assets and liabilities at the date of its financial statements and the reported amounts of revenues, support 
and expenses during the reporting period.  Actual results could differ from those estimates. 
 
Functional Expenses--The Foundation provides a wide range of services to residents of Kentucky.  The 
Foundation classifies the expenses into three categories: 
 

Program Expenses--These are costs that are directly allocated to a program initiative within the 
Foundation which include personnel and operating costs. 
 
Grant Expenses--These are costs made up solely of funds disbursed to grantees in the form of awards. 
 
General Administrative Expenses--All other administrative costs, which are not charged to a program 
initiative, such as personnel, supplies, professional fees, rent, insurance, board related and other 
general administrative costs. 
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Notes to Financial Statements--Continued 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note C--Grant Receivable 
 
In 2014, the Foundation received a $750,000 grant from the Robert Wood Johnson Foundation, which is 
receivable in semi-annual payments of $125,000 through December 2017, with the first installment being 
collected during 2014.  In 2015, the terms of the grant were extended to 2018 due to the time taken to 
identify the appropriate contractor to conduct the research.  In 2016, appropriate expenditures were 
incurred and the Foundation collected $208,723 on this grant. The Foundation incurred appropriate 
expenditures and collected $341,277 on this grant during 2017. 
 
 
Note D--Board-Designated Endowment 
 
As of December 31, 2017 and 2016, the Foundation has a general endowment fund to support the 
mission of the Foundation. The Foundation has a target spending rate of approximately 5% based on the 
average of the previous twelve quarters’ beginning Endowment values. To maintain this target spending 
rate, the Foundation considers the following factors: 1) duration and preservation of the endowment, 2) 
purpose of the Foundation, 3) general economic conditions, 4) possible effects of inflation or deflation, 
and 5) expected total return for income and appreciation of investments. This is consistent with the 
Foundation's objective to maintain the corpus and the purchasing power of the endowment assets as well 
as to provide additional real growth through investment return. 
 
To achieve that objective, the Foundation has adopted an investment policy that attempts to maximize 
total return consistent with an acceptable level of risk. Endowment assets are invested in a well 
diversified asset mix, which includes equity and fixed income securities, and alternative investments, that 
is intended to result in a consistent inflation-protected rate of return that has sufficient liquidity to make an 
annual distribution of 5%, while growing the fund, if possible. Accordingly, the Foundation expects its 
endowment assets, over time, to exceed a target rate of return of approximately 7.5%, net of fees. Actual 
returns in any given year may vary from this amount. Investment risk is measured in terms of the total 
endowment fund; investment assets and allocation between asset classes and strategies are managed to 
not expose the fund to unacceptable levels of risk. 
 
Investment performance reports generated by the Investment Consultant are submitted quarterly to the 
Finance and Investment Committee for review.  The quarterly reports are broken out by asset class and 
include detailed information on each investment manager’s performance. 
 
There were no changes in the composition of endowment net assets for the years ended December 31, 
2017 or 2016. 
 
 
Note E--Investments and Fair Value Measurements 
 
Generally accepted accounting principles describe three levels of inputs used to measure fair value.  
Financial assets valued using Level 1 inputs are based on unadjusted quoted market prices within active 
markets.  Financial assets valued using Level 2 inputs are based primarily on quoted prices for similar 
assets in active or inactive markets.  Financial assets valued using Level 3 inputs are based on significant 
unobservable inputs.  
 
Continued 
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Notes to Financial Statements--Continued 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note E--Investments and Fair Value Measurements--Continued 
 
Fair values of investments are as follows: 
 

Cash and short term investments $ 1,448,397 $ 1,448,397
Common stocks 8,633,844 8,633,844
Equity mutual funds 25,631,504 25,631,504
Fixed income mutual funds 13,467,042 13,467,042
Alternative investments 3,017,658 $ 3,017,658

$ 52,198,445 $ 49,180,787 $ 3,017,658    

Cash and short term investments $ 586,605 $ 586,605
Common stocks 5,242,006 5,242,006
Equity mutual funds 24,087,234 24,087,234
Fixed income mutual funds 10,460,342 10,460,342
Alternative investments 5,376,688 $ 5,376,688

$ 45,752,875 $ 40,376,187 $ 5,376,688    

Fair Value Level 3Level 1
December 31, 2016

December 31, 2017
Fair Value Level 1 Level 3

 
Changes in assets measured at fair value using significant unobservable inputs (Level 3) are as follows: 
 

Balance at Beginning of Year $ 5,376,688 $ 5,221,808    

Sales (2,635,404)   (1,105,462)   
Purchases                 1,175,000    
Realized gains (losses) 12,465         (27,465)        
Unrealized gains (losses) 263,909 112,807       

Balance at End of Year $ 3,017,658  $ 5,376,688    

2017
December 31

2016

 
 
 
 
Continued 
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Notes to Financial Statements--Continued 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note E--Investments and Fair Value Measurements--Continued 
 
Investment securities, in general, are exposed to various risks, such as interest rate, credit and overall 
market volatility. 
 
Investments in common stocks, mutual and closed end funds with readily determinable fair values (Level 
1) are stated at fair value based on quoted market prices. 
 
Alternative investments may include both equities and fixed income securities and non-traditional assets 
that by their nature can be more illiquid than traditional assets.  They can include options, warrants, 
convertible securities, foreign securities, foreign currencies, commodities, commodity futures, financial 
futures, derivatives, mortgage-backed and mortgage-related securities, real estate, bonds and other 
assets.  Alternative investments provide diversification by investing in strategies that do not correlate 
directly with traditional equity and fixed income securities.  In determining the fair value of alternative 
investment funds, the Foundation utilizes the net asset valuation of the fund, which values securities 
based on quoted market prices, or, where there are no such quoted market prices available, they are 
valued as determined by the investment fund manager. However, because the inherent uncertainty of 
valuation, the estimated value may differ significantly from the value that would have been used had a 
ready market for the investment existed, and the difference could be material. 
 
As of the years ended December 31, 2017 and 2016, the financial statements include investments valued 
at $3,017,658 and $5,376,688 respectively, whose fair values have been estimated by management in 
the absence of readily determinable fair values.  Management’s estimates are based on information 
provided by the fund managers.  Fund managers have not provided information on the specific proportion 
of alternative investments at that time that could be considered derivatives. 
 
 
Note F--Property and Equipment 
 
Property and equipment consisted of the following: 
 

Land and land improvements $ 385,171 $ 385,171
Building and improvements 2,878,878 2,878,878
Furniture and equipment 272,888       240,078       

3,536,937    3,504,127    
Less accumulated depreciation 681,932 536,294

$ 2,855,005  $ 2,967,833    

2017 2016
December 31

 
 
 
 
Continued 
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Notes to Financial Statements--Continued 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note F--Property and Equipment--Continued 
 
The Foundation currently leases a portion of its building to unrelated third parties.  As of December 31, 
2017, this building had two main tenants for the entire year.  In 2017 and 2016, these tenants paid a 
combined monthly rent of $18,164 and $15,239, respectively. One of these leases expires in September 
2019 and the other lease expires in March 2023.  
 
Future minimum lease income is as follows.  
 

Year Ending December 31
2018 $ 219,236       
2019 183,385       
2020 72,415         
2021 74,242         
2022 and thereafter 95,262         

$ 644,540

 
 
Note G--Grants Payable 
 
As of December 31, 2017, the Foundation had five grants payable totaling $307,173 awarded to various 
organizations including schools, health departments, universities, and other non-profit entities.  As of 
December 31, 2016, the Foundation had nine grants payable totaling $334,560 awarded to various 
similar organizations. 
 
 
Note H--Operating Lease Obligations 
 
The Foundation has operating leases for office equipment.  The leases are for four years with monthly 
minimum usage payments of $274 and $268, respectively, with various additional charges, and expiring 
in June 2018 and January 2021.  Future minimum lease payments are as follows: 
 

Year Ending December 31
2018 $ 4,587
2019 3,216
2020 3,216
2021 268

$ 11,287
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Notes to Financial Statements--Continued 
 
Foundation for a Healthy Kentucky, Inc. 
 
December 31, 2017 and 2016 
 
 
 
Note I--Retirement Plan  
 
The Foundation sponsors a 401(k) Retirement Plan.  The Foundation’s contribution rate is 7.5% for each 
eligible and participating employee.  The Foundation contributed a total of $56,777 and $54,667 to the 
401(k) Plan on behalf of its participants for the years ended December 31, 2017 and 2016, respectively. 
 
 
Note J--Management Fees 
 
The Foundation has contracted with a property management company to manage the building.  This 
management contract calls for a property management fee of the greater of a) 4% of the aggregate gross 
collected rents or b) $917 per month.  This management contract expired in December 2017 and 
automatically renews for additional one year terms until one party provides notice of termination according to 
the agreement.  During 2017 and 2016, the Foundation paid $16,765 and $19,664, respectively, in property 
management fees.   
 
 
Note K--Subsequent Events 
 
Events that occur after the statement of financial position date but before the financial statements were 
available to be issued must be evaluated for recognition or disclosure.  The effects of subsequent events 
that provide evidence about conditions that existed at the balance sheet date are recognized in the 
accompanying financial statements.  Subsequent events which provide evidence about conditions that 
existed after the statement of financial position date require disclosure in the accompanying notes to the 
financial statements. Management evaluated the activity of the Foundation through June 11, 2018, the date 
the financial statements were available to be issued, and concluded that no subsequent events have 
occurred that would require recognition in the financial statements or disclosure in the notes to the financial 
statements. 
 




