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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Turkish Philanthropy Funds, Inc.
120 East 23" Street, 4" Floor
New York, NY 10010

We have audited the accompanying financial statements of Turkish Philanthropy Funds, Inc.,
which comprise the statements of financial position as of June 30, 2018 and 2017, and the related
statements of activities, functional expenses, and cash flows for the years then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States 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 of material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

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

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



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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Turkish Philanthropy Funds, Inc. as of June 30, 2018 and 2017, and the
changes in its net assets and cash flows for the years then ended, in accordance with accounting
principles generally accepted in the United States of America.

New York, New York
October 22, 2018



Approved for Printing:

TURKISH PHILANTHROPY FUNDS, INC.
STATEMENTS OF FINANCIAL POSITION
AS OF JUNE 30, 2018 AND 2017

2018 2017
ASSETS
Current Assets
Cash and cash equivalents $3,711,446  $1,816,378
Investments, at fair values 7,061,918 5,694,564
Other receivables and prepayments 59,481 80,437
Total Current Assets $10,832,845 7,591,379
Non-Current Asset
Property and equipment, net - 549
Total Assets $10,832,845 $7,591,928
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses $26,221 $14,149
Grants payable 328,796 51,327
Total liabilities 355,017 65,476
Net Assets
Without donor restriction 7,754,484 4,710,212
With donor restriction
Available for grants 182,169 202,618
Endowment 2,541,175 2,613,622
Total with donor restriction 2,723,344 2,816,240
Total net assets 10,477,828 7,526,452
Total Liabilities and Net Assets $10,832,845 $7,591,928

See accompanying notes to financial statements
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TURKISH PHILANTHROPY FUNDS, INC.
STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

2018
Without
donor With donor
restrictions restrictions Total
Revenues and support
Contributions $3,601,605 $796,224 $4,397,829
Interest and dividend income, net 292,322 43,837 336,159
Fees and miscellaneous 121,108 - 121,108
Unrealized and realized gains
(losses) on investments:
Realized gains, net 83,812 78,980 162,792
Unrealized gains (losses), net (139,178) 109,699 (29,479)
Net assets released from
restrictions/transfers 1,121,636 (1,121,636) -
Total revenues and supports $5,081,305 ($92,896) $4,988,409
Expenses
Program services
Grants awarded $1,382,581 $ - $1,382,581
Program expenses 293,739 - 293,739
Management and general 282,268 - 282,268
Fundraising 78,445 - 78,445
Total expenses 2,037,033 - 2,037,033
Changes in net assets 3,044,272 (92,896) 2,951,376
Net assets at beginning of year 4,710,212 2,816,240 7,526,452
Net assets at end of year $7,754,484 $2,723,344  $10,477,828

See accompanying notes to financial statements.
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TURKISH PHILANTHROPY FUNDS, INC.
STATE MENTS OF ACTIVITIES (continued)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Revenues and support

Contributions

Interest and dividend income, net

Fees and miscellaneous

Unrealized and realized gains on

investments:

Realized gains, net
Unrealized gains, net

Reclassification

Total revenues and supports

Expenses
Program services
Grants awarded
Program expenses
Management and general
Fundraising

Total expenses
Changes in net assets
Net assets at beginning of year

Net assets at end of year

See accompanying notes to financial statements.

2017
Without donor With donor

restrictions restrictions Total
$1,500,778 $720,753  $2,221,531
76,336 38,196 114,532
104,005 - 104,005
107,412 818 108,230
164,001 268,482 432,483
713,752 (713,752) -
$2,666,284 $314,497  $2,980,781
$1,870,300 $ - $1,870,300
300,561 - 300,561
326,538 - 326,538
87,458 - 87,458
2,584,857 - 2,584,857
81,427 314,497 395,924
4,628,785 2,501,743 7,130,528
$4,710,212 $2,816,240 $7,526,452
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TURKISH PHILANTHROPY FUNDS, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Donor advised fund grants

Pass through grants

Salaries and employee benefits

Contributions related charges

Professional fees
Events and meetings
Rent

Marketing
Competitive grants
Office expenses
Bank charges

Travel

Taxes and filing fees
Insurance
Depreciation

Miscellaneous

Total

2018

Prog_ram Management & Fundraising Total

Services General
$546,952 $ - $ - $546,952
822,421 - - 822,421
130,470 114,723 38,032 283,225
121,108 - - 121,108
- 79,538 - 79,538
13,451 3,184 32,834 49,469
17,298 18,651 5,050 40,999
- 24,407 1,963 26,370
13,208 - - 13,208
- 11,323 - 11,323
4,520 2,922 185 7,627
- 3,599 381 3,980
- 1,211 - 1,211
- 1,147 1,147
. 549 - 549
6,892 21,014 - 27,906
$1,676,320 $282,268 $78,445  $2,037,033

See accompanying notes to financial statements.
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TURKISH PHILANTHROPY FUNDS, INC.
STATEMENTS OF FUNCTIONAL EXPENSES (continued)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

2017

Program Management & Fundraising Total

Services General
Donor advised fund grants $1,161,367 $ - $ - $1,161,367
Pass through grants 697,046 - - 697,046
Competitive grants 11,887 - - 11,887
Salaries and employee benefits 173,514 149,656 33,694 356,864
Contributions related charges 100,976 - - 100,976
Professional fees - 74,972 - 74,972
Events and meetings 900 30,988 45,915 77,803
Rent 22,023 23,732 6,559 52,314
Marketing - 20,238 1,196 21,434
Office expenses - 16,196 - 16,196
Travel - 4,220 94 4,314
Taxes and filing fees - 2,100 - 2,100
Depreciation - 1,917 - 1,917
Bank charges 3,029 1,085 - 4,114
Insurance - 674 674
Miscellaneous 119 760 - 879
Total $2,170,861 $326,538 $87,458  $2,584,857

See accompanying notes to financial statements.
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TURKISH PHILANTHROPY FUNDS, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
Cash flows from operating activities $2,951,376 $395,924
Change in net assets
Adjustments to reconcile change in net assets to net cash provided by
(used in) operating activities:
Net unrealized and realized gains on investments (133,313) (540,713)
Depreciation 549 1,917
Change in assets and liabilities:
Other receivables and prepayments 20,956 (11,049)
Accounts payable and accrued expenses 290,682 (155,667)
Net cash flows provided by (used in) operating
activities 3,129,110 (309,588)
Cash flows from investing activities
Proceeds from sale of investments 702,665 740,533
Purchase of investments (1,936,707) (169,000)
Net cash flows provided by (used in) investing
activities (1,234,042) 571,533
Net change in cash and cash equivalents 1,895,068 261,945
Cash and cash equivalents at beginning of year 1,816,378 1,554,433
Cash and cash equivalents at end of year $3,711,446  $1,816,378

See accompanying notes to financial statements.
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TURKISH PHILANTHROPY FUNDS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

1. NATURE OF ORGANIZATION

Turkish Philanthropy Funds, Inc. (“TPF”) is a not-for-profit charitable organization
incorporated on February 1, 2007 in the State of Delaware. TPF was established for the purpose
of enabling individuals, corporations, trusts and other entities, to make charitable contributions
for the philanthropic support of programs and/or organizations in Turkey and in the United
States of America.

TPF administers individual charitable funds, each established with an instrument of gift
describing either the general or specific purposes for which grants are to be made.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting
in accordance with the accounting principles generally accepted in the United States of America
(“GAAP”). The Financial Accounting Standards Board (“FASB”) has established the source of
authoritative accounting principles to be applied in the preparation of financial statements in
accordance with GAAP. The TPF’s net assets and revenues, expenses, gains and losses are
classified based on the existence or absence of donor-imposed restrictions or time-related
restrictions. Accordingly, net assets of TPF and changes therein are classified and reported as
follows:

Without donor restrictions — Net asset that are not subject to donor-imposed stipulation or
time related restrictions for which restrictions have expired.

With donor restrictions — Net assets subject to donor-imposed stipulation that may or will
be met either by actions of TPF and/or by the passage of time, and net assets subject to
donor-imposed stipulation that they be maintained permanently by TPF. Generally, donors
of these assets permit TPF to use all or part of the earnings on related investments for the
donor restricted purpose.
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Contributions

Contributions received are recorded as either without donor restrictions, or with donor
restrictions, depending on the existence and/or nature of any donor restrictions.
Contributions with temporary restrictions that are received and used within the year are
included in without donor restrictions activities. When a restriction expires (that is, when
a stipulated time restriction ends or purpose restriction is accomplished), with donor
restrictions net assets are reclassified to with donor restrictions net assets and reported in
the accompanying statement of activities as net assets released from restrictions.

Contributions received in kind are valued at fair market value at the time of donation.

Grants

Grants to charitable organizations are expensed with approval of the Board of Directors of
TPF.

Donor Advised Funds

Individuals may establish donor advised funds, whereby each fund and its related earnings
can be distributed to charities recommended by the donor, subject to the approval of TPF’s
Board of Directors. Donor advised funds are included in without donor restrictions net
assets amounted to $5,699,080 and $3,447,053 as of June 30, 2018 and 2017, representing
92% and 88%, respectively, of without donor restrictions net assets.

Cash and Cash Equivalents

TPF considers all highly liquid instruments with an initial maturity of three months or less
to be cash equivalents.

Investments

Investments are stated at fair values. Unrealized gains and losses are included in the change
in net assets in the accompanying statements of activities. Purchases and sales of
investments are recorded on a trade date basis.
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Fair Value Measurement

FASB ASC 820 — Fair Value Measurements and Disclosures, establishes a common
definition for fair value to be applied to U.S. generally accepted accounting principles
requiring use of fair value, establishes a framework for measuring fair value, and expands
disclosures about such fair value measurements. It also establishes a hierarchy for ranking
the quality and reliability of the information used to determine fair values by requiring that
assets and liabilities carried at fair value be classified and disclosed in one of the following
three categories:

Level 1: Unadjusted quoted market prices in active markets for identical assets or
liabilities.
Level 2: Unadjusted quoted prices in active markets for similar assets or liabilities,

unadjusted quoted prices for identical or similar assets or liabilities in
markets that are not active, or inputs other than quoted prices that are
observable for the asset or liability.

Level 3: Unobservable inputs for the asset or liability.

Property and Equipment

Property and equipment are recorded at cost at the date of acquisition, or fair market value
at the date of donation in the case of gifts. Cost of property and equipment purchased in
excess of $1,000 is capitalized.

Depreciation is provided in amounts sufficient to amortize the cost of property and
equipment over the estimated useful lives of the assets. Property and equipment are
depreciated using the straight-line method as follows:

Computer Hardware 24 months
Office Equipment 60 months

Functional Allocation of Expenses

The costs of providing various programs and supporting services have been summarized
on a functional basis in the Statements of Functional Expenses. Accordingly, certain costs
have been allocated between the programs and supporting services.

Use of Estimates

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

10



Approved for Printing:

Income Taxes

TPF is recognized as an organization exempt from income tax under Section 501(c)(3) of
the Internal Revenue Code. However, certain activities of exempt organizations, to the
extent profitable, may be subject to Federal and State taxation as unrelated business
income. There were no unrelated business income taxes for the fiscal year ended
June 30, 2018 and 2017.

FASB issued a guidance clarifying the accounting for uncertain income tax positions,
which could require additional disclosure. Management believes there are no material
uncertain tax positions that require recognition in the accompanying financial statements.

3. INVESTMENTS
Investments are comprised of the following as of June 30:

Fair Value Measurement

Category 2018 2017
Equity funds Level 1 $5,196,227 $3,845,935
Fixed income Level 1 1,062,584 856,140
Mutual funds Level 1 803,107 992,489
$7,061,918 $5,694,564

4. PROPERTY AND EQUIPMENT
Property and equipment consists of the following as of June 30:

2018 2017
Computer equipment $7,179 $7,179
Less: Accumulated depreciation (7,179) (6,630)
Net book value $ - $549

5. ENDOWMENT FUNDS

TPF’s endowment funds are coming from 23 individual donors. The endowment funds include
only donor-restricted endowment funds. As required by U.S. GAAP, net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-
imposed restrictions.

Interpretation of Relevant Law

The Board of Directors abides by the rule of New York Prudent Management of Institutional
Fund Act (“NYPMIFA”) in the valuation of endowment when there is absent explicit donor
stipulations to the contrary; fiduciary standards require the preservation of the “historic dollar
value” of donor-restricted endowment funds. Historic dollar value as to any donor-restricted

11
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endowment fund means the aggregate fair value of: (a) the original value of gifts donated to
such fund; (b) the original value of subsequent gifts to such fund; and (c) accumulations to such
fund made in accordance with the direction of the applicable donor gift instrument at the time
the accumulation is added to the fund. Accordingly, TPF classifies the historic dollar value of
a donor-restricted endowment fund as with donor restrictions net assets. The remaining portion
of the donor-restricted endowment fund that is not classified in with donor restrictions net assets
is classified as temporarily restricted until those amounts are appropriated for expenditure by
TPF.

In accordance with the NYPMIFA, TPF considers the following factors in making
determination to appropriate or accumulate donor-restricted endowments funds:

The duration and preservation of the funds.

The purposes of TPF and the donor-restricted endowment fund.

General economic conditions.

The possible effect of inflation and deflation.

The expected total return from income and the appreciation of investments.
Other resources of TPF.

The need to make distributions and preserve capital.

The investment policies of TPF.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The annual spending for grants shall be seven percent of a balance which is calculated by
averaging the previous twelve quarters of a fund. This calculation will be done once a year, at
the end of the fiscal year, and the resulting amount will be the grant amount for the next year.
The spending policy may be modified by TPF at its sole discretion and will be communicated
to the donor annually.

Endowment Investment Policy

TPF has adopted investment and spending policies for endowment assets that attempt to provide
a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include assets of
donor-restricted funds that TPF must hold in perpetuity or for a donor-specified period(s), as
well as board-designated funds. Under this policy, as approved by the Board of Directors,
endowment assets are invested in a manner intended to produce results which over time will
average the level of approved TPF endowment spending rate plus the inflation. Actual results
in any given year may vary from this amount.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate of return objectives, TPF relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). TPF employs a strategy designed to achieve a real return
over consecutive rolling five-year periods of 7% over inflation with significant diversification
to reduce volatility. TPF has adopted this strategy to protect the inviolate nature of the original
corpus of permanently restricted gifts against potential market declines in the future and to
provide a predictable flow of funds to support operations. This is consistent with TPF’s

12
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objective to maintain the purchasing power of the endowment assets held in perpetuity or for a
specified period as well as to provide additional real growth through new gifts and investment
return.

The below table presents the changes in endowment net assets for the year ended
June 30, 2018 and 2017:

Balance as of June 30, 2016 $2,306,126
Investment returns, net 307,496
Balance as of June 30, 2017 2,613,622
Investment returns, net 232,516
Transfers/reclassifications (304,963)
Balance as of June 30, 2018 $2,541,175

CONCENTRATION OF CREDIT RISK

TPF’s financial instruments that are potentially exposed to concentration of credit risk consist
of cash and cash equivalents, investments in equity funds, fixed income securities, and mutual
funds. The balances of financial instruments are fully insured by the Federal Deposit Insurance
Corporation, Securities Investor Protection Corporation and Lloyd’s of London. Exposure to
credit risk is also reduced through placement of those funds in high credit quality financial
institution and financial instruments.

To control market risk, TPF has an investment committee that: reviews and updates investment
policy statements for TPF’s various investment portfolio, oversees its investment portfolio, and
engages the services of independent service adviser and consultants to perform due diligence
services and ongoing valuation of investment managers. TPF monitors the market risks of its
investment portfolio via ongoing review of asset allocation formulas and analysis of investment
values as reported by investment custodian.

RECLASSIFICATION

Certain revenues and support, and expenses in the prior year financial statements were
reclassified to conform with the presentation in the current year financial statements.

SUBSEQUENT EVENTS

TPF has evaluated subsequent events through October 22, 2018, which is the date the financial
statements were available to be issued. Management is not aware of any events that have
occurred subsequent to the statement of financial position date that would require adjustment
to, or disclosure in, the accompanying financial statements.
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