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Independent Auditors' Report

The Board of Directors
Unbound Philanthropy

We have audited the accompanying consolidated financial statements of Unbound Philanthropy and
Subsidiary (the “Foundation™), which comprise the consolidated statement of financial position as of
December 31, 2013 and 2012, and the related consolidated statements of activites and cash flows for
the year then ended, and the related notes to the consohdated financial statements

Management's Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting pnnciples generally accepted in the United States of America,
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and farr presentation of financial statements that are free from matenal misstatement, whether due fo
fraud or error

Auditors’ Responsibliity

Qur respenstbility 18 to express an opinion on these consclidated financial statements based on our
audits We conducted our audits 1n accordance with auditing standards generally accepted in the United
States of Amenca Those standards require that we plan and perform the audit 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 disclesures in
the financial statements The procedures selected depend on the auditors’ judgment, including the
assessment of the nsks of matenal 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 far presentation of the financial statements 1n order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinicn on the effectiveness
of the entity's Internal control Accordingly, we express no such opinicn An audit also ihcludes
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 appropniate to provide a basis for
our audit opinion

Opinion

In our opmion, the financial statements referred to above present fairly, in all matenal respects, the
consolidated financial position of Unbound Phitanthropy and Subsidiary as of December 31, 2013 and
2012, and the changes In their consolidated net assets and their consolidated cash flows for the year
then ended 1n accordance with accounting principles generally accepted in the United States of America
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Consolidated Statements of Financial Posttion

ASSETS

Cash and cash equivalents
Recelvable from sale of investments
Prepaid expenses and other assets
Prepaid federal excise tax
Investments

LIABILITIES AND NET ASSETS
Liabihties
Accounts payable and accrued expenses
Grants payable
Deferred federal excise tax

Total Liabilities

Net Assets, Unrestricted

Printed Namemwm/l/\ Y. W

Signature

Signed by Board Chalr on behalf of
Unbeound Philanthropy

See notes to consolidated financial statements
2

December 31,

2013 2012
$ 7594108 $ 9,199,198
- 2,500,000
25,103 63,375
98,296 95,788
158,314,725 149,134,755
$166,032 232 $160,893,116

$ 452299 § 206,598
3,104,651 3,495 181
648,000 460,000
4,204,950 4,161,779
161,827,282 156,831,337

$166,032,232

$160,993,116




Unbound Phitanthropy
and Subsidiary

Consolidated Statements of Activities

INCOME AND SUPPORT
Realized investment income
Reahzed gain on sale of investments
Dmdends and interest
Total Reahzed Investment Income
Contnbhutions
Foretgn currency exchange (loss) gain

Total Income and Support

EXPENSES
Grants made
Operations and governance
Federal excise {benefit) tax , net of refund
of $86,804 and $0
Total Expenses
Excess of Income and Support Over Expenses

Unrealized appreciation of investments,

net of provision for deferred Federal excise
tax of $188,000 and $460,000

Change in Net Assets

NET ASSETS
Beginning of year

End of year

See notes to consoldated financial statements
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Year Ended
December 31,

2M3 2012
$ 324,131 $ 9,254,732
— 2673 4,721
326,804 9,259,453
14,000,000 24,100,000
{17 671) 82 281
14,309,133 33,441,734
7,582,802 7,934,893
3,508,729 2,592,679
(71,479) 71,607
11,018,052 10,599,179
3,291,081 22,842 555
1,704,864 3,636,640
4,995,945 26,479,195
156,831,337 130,352,142

$161,827,282

$156,831,337




Unbound Philanthropy
and Subsidiary

Consohdated Statements of Cash Flows

Year Ended
December 31,
2013 2012
CASH FLOWS FRONM OPERATING ACTIVITIES
Change in net assets $ 4,995,945 $ 26,479,195
Adjustments to reconcile change in net assets
to net cash from operating activities
Donated partnership Interests (7,000,000) -
Unreaiized gain on investments (1,892,864) {4,096,640)
Realized gain from sale of investments (324,131) {9,172,451)
Foreign cumrency loss {gam) 17,671 (82,281)
Defarred federal excise tax provision 188,000 460,000
Depreciation of other assets and refated adjustments - 19,092
Net changes in operating assets and habilittes
Accounts receivable 2,500,000 (2,500,000)
Prepaid expenses and other assets 38,272 (28,280)
Prepaid federal excise tax (2,508) (88,795)
Accounts payable and accrued hiabilities 245701 111,550
Grants payahle {390,530 1,053,628
Net Cash From Operating Activiltes {1,624.444) 12,155,018
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investmenis (2,500,000) {47,000,000)
Proceeds from sale of Investments 2,519,354 29,136,589
Net Cash From Investing Activities 19,354 {17.,863,411)
Net Change in Cash and Cash Equivalents (1,605,090) (5,708,393)
CASH AND CASH EQUIVALENTS
Beginning of year 9,199,198 14,907,591
End of year $ 7,594,108 $ 9,199,198
SUPPLEMENTAL CASH FLOW INFORMATION
Federal excise and unrelated business
imcome taxes paid $ 17,500 $ 174300
Refunds from federal excise and unrelated business
income taxes pawd $ 86,804 $ -
Non cash investing activity
Receipt of donated parthership interests $ 7,000,000 $ -

See notes to consolidated financtal statements
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Unbound Philanthropy
and Subsidiary

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

. Organization

Unbound Phitanthropy i1s a private grant making foundation chartered in Hawaun in 2005
dedicated to ensunng that migrants, refugees and their families are treated with respect and
dignity, are able to contribute fully in therr new communities and can ulfimately thrive in a
soclety that 1s comfortable with the diversity and opportunity that immigration brings
Unbound Philanthropy 1s a nonprofit organization exempt from Federal income taxes under
the provisions of Sectton 501(c)(3) of the Internal Revenue Code (the "Code™), and is a
private foundation as defined in Section 509(a) of the Code

Unbound Investments, Ltd (the "Subsidiary”) 1s a Cayman Island company organized in 2005
as a wholly owned subsidiary of the Foundation to support the chantable activities of the
Foundafion Unbound Philanthropy and its Subsidiary are collectively known as the
“Foundation®

Summary of Significant Accounting Policles
Basis of Presentation

Net assets and revenues, expenses, gains and losses are classified based on the existence
or the absence of donor-imposed restnctions The Foundation’s net assets are netther
permanently nor temporarily restncted by donor-imposed restrictions and are classified as
unresfricted

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted In the United States of America ("U S GAAP") requires management to make
estimates and assumptions that affect the reported amounts of assets and liahilities and
disclosure of contingent assefs and labiities at the date of the financial statements and the
reported amounts of revenues and expenses durning the reporting period Actual results
could differ from those estimates

Principles of Consolidation

The consoldated financial statements include the accounts of Unbound Philanthropy and its
wholly owned subsidiary, Unbound [nvestments, Ltd All infercompany batances and
transactions have been eliminated

Cash Equivalents

Cash equivalents represent short-term mvestments with maturites at the time of purchase of
three months or less




Unbound Philanthropy
and Subsldiary

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

2. Summary of Significant Accounting Policies (continued)

Fair Value Measurements

The Foundation follows U S GAAP guidance on Farr Value Measurements which defines fair
value and establishes a farr value hierarchy organized into three levels based upon the input
assumphions used in pricing assets Level 1 inputs have the highest reliability and are related
to assets with unadjusted quoted prices in active markets Level 2 inputs relate to assets
with other than quoted pnces in active markets which may include quoted prices for similar
assets or habilities or other inputs which can be corroborated by observable market data
Level 3 inputs are unobservable inputs and are used to the extent that observable inputs do
not exist

Investments Valuation

Investments are carried at far value The fair value of alternative investments has been
estimated using the Net Asset Value (“NAV") as reported by the management of the
respective alternative investment fund U S GAAP guidance provides for the use of NAV as
a “Prachcal Expedient” for estmating fair value of alternative investments NAV reported by
each alternative investment fund s used as a practical expedient to estimate the fair value of
the Foundation’s interest therein and their ciassification within Level 2 or 3 is based on the
Foundation’s ability to redeem its interest in the near term

Investment Income Recognition

Purchases and sales of secunties are recorded on a trade-date basis Interest income is
recorded on the accrual basis and dividends are recorded on the ex-dividend date Realized
gains and losses on the sale of nvestments are computed on the specific identification basis
Reahzed and unrealized gains and losses are included in the determination of the change in
net assets

Investments Risks and Uncertainties

Alternative investments consist of non-traditional, not readily marketable investments, some
of which may be structured as offshore limited partnerships, venture capital funds, hedge
funds, prnvate equity funds and common trust funds The underlying investments of such
funds, whether invested in stock or other secunties, are generally not currently traded in a
public market and typically are subject to resiricions on resale Values determined by
investment managers and general partners of underlying secunties that are thinly traded or
not traded in an active market may be based on historical cost, appraisals, a review of the
investees’ financial results, financial condition and prospects, together with comparisons to
similar companies for which quoted market prices are available or other estimates that
require varying degrees of judgment

Because of the inherent uncertainty of valuations, the estimated far values may differ
significantly from the values that would have been used had a ready market for such
investments existed or had such investments been hquidated, and those differences could be
material



Unbound Philanthropy
and Subsidiary

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

2 Summary of Significant Accounting Policies (continued}

Grant Expense

The Foundation recognizes grant expense upon award of the grant
Reclassification

Certain 2012 amounts have been reclassified to conform with 2013 presentation
Accounting for Uncertainty in Income Taxes

The Foundation recognizes the effect of income tax positions only If those positions are mare
iikely than not of being sustained Management has determined that the Foundation has no
uncertain tax positions that would require financial statement disclosures. The Foundation s
no longer subject to examinations by applicable taxing jurisdictions for penods pnor to
December 31, 2010

Subsequent Events Evaluation by Management

Management has evaluated subsequent events for disclosure and/or recognition in the
financial statements through the date that the financial statements were available to be
issued, which date is September 19, 2014

Concentrations of Credit Risk

The Foundation's cash, cash equivalents and investments are potentially exposed to
concentrations of credit nsk. The Foundation invests its cash and equivalents with quality
financial institutions. The Foundation invests in mited parinerships  The Foundation
routinely assesses the diversification and financial strength of its cash and investment
portfolio As a consequence, concentrations of credit nsk are imited
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Unbound Philanthropy
and Subsidiary

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

Investments

The following are major categories of investments grouped by the fair value hierarchy for
those investments measured at fair value using NAV on a recurnng basis at December

31..

2013
Descriplion Level 1 Level 2 Level 3 Total
Hedge Funds
Diversified Global Macro $ - $ 41373193 % - % 41,373,193
Credit Relative Value - 80,051,092 - 80,051,092
Fixed Income Relative Value - 6,612,404 - 6,612,404
Biversified Systematic - 9,426,035 - 9,428,035
Long/Short Equity - 455,354 - 455,354
Diversified Emerging Market - 20,396,647 - 20,396,647
Total Investments, at fair value  § - § 158314725 $ - $ 158,314 725
2012
Dascription Level 1 Level 2 Level 3 Tolal
Hedge Funds
Diversified Global Macro $ - $ 43928162 $ - $ 43,928,162
Credit Relative Value - 70,252,340 - 70,252,340
Frxed Income Relative Value - 6,717,030 - 6,717,030
Dwersified Systematic - 12,356,937 - 12,356,937
Long/Short Equity - 307,729 - 307,729
Diversified Emergmng Market - 15,572,557 - 15,572 567
Total Investments, at farr value  $ - §$ 149134755 $ - $ 149,134,755

There were no transfers into or out of each level of the far value hierarchy for assets
measured al fair value for the years ended December 31, 2013 and 2012

Three of the hedge funds represented 40%, 22% and 13%, respectively, of the
Foundations' total investment portfolio at December 31, 2013

At December 31, 2013 and 2012 the Foundation had no unpaid capital commitments



Unbound Phiianthropy
and Subsidiary

Notes to Consoclidated Financtal Statements
December 31, 2013 and 2012

4. Investments (continued)

Information regarding alternative mvestments valued at NAV using the practical
expedient at December 31, 2013 is as follows

Redemption
Frequency (If Redemption
Description Fair Value Currently Ehgibile) _Notice Period
Hedge Funds
Dwversified Global Macro (a) $ 41,373,193 Quarterly 30-36 days
Credit Relative Vatue (b) 80,051,092 Quarterly 30 day
Fixed iIncome Relative Value (c) 6,612,404 Quarterly 30 day
Diversified Systematic {d) 9,426,035 Monthly 30 day
Long/Short Equity () 455,354 Quarterly 30 day
Diversifted Emerging Market (f) 20,396,647 Monthly 30 day

$ 158,314,725

(a) Diversifted Global Macro - This class includes mvesiments in hedge funds that
employ both a discretionary trading strategy in G12 developed markets interest rates
and foreign exchange and a systematic trend following strategy which employs a
statishical framework to determine trends across fixed income, foreign exchange,
commodity and equity markets

(b) Credit Relativa Value - This class includes hedge funds that employ an mdex
arbitrage strategy which aims to capture price differentials between credit default

swap Indices and their constituencies

(c) Fixed Income Relalive Value - This class includes investments in hedge funds that
employ strategies that exploit interest rate anomalies in large liquid markets of North
America, Europe and the Pacific Rm The financial instruments traded include
government bonds, interest rate swaps and futures contracts

(d) Dwversfied Systematic - This class includes hedge funds with investment objectives
that seek to achieve long term appreciation in the value of its assets through the
implementation of systematic rules based trading models

(e) Long/Short Equity - This class Includes hedge funds that nvest in value stocks to
create its investment portfolios. It employs long and short strategies In its
investments and purchases equities 1n the companies

(H Dwersfied Emerging Market - This class includes hedge funds that employ multiple
strategtes in Investments in emerging markets These investments include equities,
real estate, commodibtes and foreign exchange in these markets




Unbound Philanthropy
and Subsidiary

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

5. Federal Excise Tax

The Foundation 1s subject to excise tax of 2% of its net investment income, as defined,
for tax purposes However the excise tax 1s reduced to 1% if certain conditions are met.

Deferred taxes principally anse from the differences between the cost and fair value of
investments. The Foundation provides for deferred Federal excise tax at 2% on the net
unrealized appreciation in the fair vaiue of investments At December 31, 2013 and 2012
the fair value of the Foundation’s investments exceeded the total cost, accordingly
deferred Federal excise tax payable amounted to $648,000 and $460,000 at December
31,2013 and 2012

The Foundation’s investment in certain alternative investments gives rise to the potential
for unrelated business income tax liabiities taxed at general corporate rates

Retlrement Plan

Retirement benefits under a defined contribution plan are provided to full-time
employees who have completed 1,000 hours of service n any gwen year The
Foundation contributes 3% of an employees’ annual salary to the plan Retrement plan
expense was $37,900 and $20,451 for 2013 and 2012

Lease Commitments

The Foundation leases office space in New York City and London. The Foundation
signed a new lease for its New York City office n 2013 The new lease is for the period
beginning January 1, 2014 and ending In May 2024 The Foundation renews its London
lease and agrees to rent terms annually

As of December 31, 2013 future munimum annual rental payments are as follows,

Amount

2014 $ 247,306
2015 415,944
2016 415,944
2017 415,944
2018 415,944
Thereafter 2,399,862
$4,310,944
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