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Independent Auditor’s Report
To the Board of Trustees
The Lincoln Park Zoological Society
Report on Financial Statements
We have audited the accompanying statement of financial position of The Lincoln Park
Zoological Society (an Illinois corporation, organized not-for-profit) (the “Society”) as of March
31, 2013 and the related statements of activities and cash flows for the year then ended, and the
related notes to the financial statements.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the organization’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
organization’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.
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To the Board of Trustees
The Lincoln Park Zoological Society

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of The Lincoln Park Zoological Society as of March 31, 2013 and the
changes in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated June 18,
2013 on our consideration of The Lincoln Park Zoological Society’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements, and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering The Lincoln Park Zoological Society’s internal control over
financial reporting and compliance.
Report on Prior Year Financial Statements
The financial statements of The Lincoln Park Zoological Society as of March 31, 2012, and for
the year then ended were audited by Blackman Kallick, LLP, whose report dated June 18, 2012
expressed an unqualified opinion on those statements. Blackman Kallick, LLP subsequently
merged into Plante & Moran, PLLC.

June 18, 2013
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The Lincoln Park Zoological Society
Statement of Financial Position
March 31,
2013

March 31,
2012

Assets
Cash
Investments
Investments - Other
Receivables:
Pledges and grants - Net
Other
Inventories
Other assets
Property and equipment - Net

$

Total assets

1,715,317
77,553,394
9,368,286

$

1,821,094
74,589,149
2,852,376

27,164,668
244,348
434,775
733,570
1,242,641

5,249,434
394,561
440,924
796,978
1,126,572

$ 118,456,999

$ 87,271,088

$

$

Liabilities and Net Assets
Liabilities
Payables:
Accounts payable
Annuities payable
Accrued expenses - Other
Deferred revenue
Commercial paper
Total Liabilities
Net Assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See Notes to Financial Statements

3

1,559,884
218,631
1,008,516
624,500
40,000,000

1,743,747
195,125
1,040,064
40,000,000

43,411,531

42,978,936

17,397,611
29,923,892
27,723,965

5,595,889
11,477,378
27,218,885

75,045,468

44,292,152

$ 118,456,999

$ 87,271,088

The Lincoln Park Zoological Society
Statement of Activities
Year Ended March 31, 2013

Unrestricted

Temporarily

Permanently

Restricted

Restricted

Total

Revenues and Other Support
Contributions, grants, and
$

development

13,979,848

$

18,223,219

$

505,080

$

32,708,147

Events revenue

1,873,551

-

-

1,873,551

Facility rental revenue

1,024,821

-

-

1,024,821

Chicago Park District subsidy

5,690,000

-

-

5,690,000

1,269,718

-

-

1,269,718

-

-

6,322,234

-

7,885,607

-

839,629

-

Membership dues and
activities
Visitor services

6,322,234

Investment income

4,256,247

Other income

839,629

3,629,360
-

Net assets released from
restrictions

3,406,065

(3,406,065)

38,662,113

18,446,514

-

-

Total revenues and
other support

505,080

57,613,707

Expenses
Programs
Buildings and grounds

4,061,090

-

-

4,061,090

Events

1,538,596

-

-

1,538,596

Facility rental

259,619

-

-

259,619

Construction

2,754,131

-

-

2,754,131

Animal collection and
conservation

8,586,876

-

-

8,586,876

Visitor services

2,173,480

-

-

2,173,480

Public education

2,791,222

-

-

2,791,222

485,670

-

-

485,670

2,163,975

-

-

2,163,975

322,332

-

-

322,332

1,723,400

-

-

1,723,400

26,860,391

-

-

26,860,391

Membership
Administration
Debt service
Fundraising and development
Total expenses
Change in Net Assets
Net Assets - Beginning of year
Net Assets - End of year

See Notes to Financial Statements.

11,801,722

18,446,514

505,080

30,753,316

5,595,889

11,477,378

27,218,885

44,292,152

$ 17,397,611

$ 29,923,892

$ 27,723,965

$ 75,045,468
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The Lincoln Park Zoological Society
Statement of Activities
Year Ended March 31, 2012

Unrestricted

Temporarily

Permanently

Restricted

Restricted

Total

Revenues and Other Support
Contributions, grants, and
development

$

Events revenue

4,316,010

3,788,628

$

26,692

$

8,131,330

-

-

1,980,586

863,037

-

-

863,037

5,690,000

-

-

5,690,000

1,192,521

-

-

1,192,521

-

6,600,699

Facility rental revenue
Chicago Park District subsidy

$

1,980,586

Membership dues and

-

activities
Visitor services

6,600,699

Investment income

424,176

Other income

692,575

290,771
-

-

714,947

-

692,575

Net assets released from
restrictions

5,291,340

(5,291,340)

-

27,050,944

(1,211,941)

26,692

-

Total revenues and
other support

25,865,695

Expenses
Programs
Buildings and grounds

3,850,822

-

-

3,850,822

Events

1,498,265

-

-

1,498,265

Facility rental

370,816

-

-

370,816

Construction

1,672,072

-

-

1,672,072

Animal collection and
conservation

8,879,638

-

-

8,879,638

Visitor services

2,245,728

-

-

2,245,728

Public education

2,647,590

-

-

2,647,590

870,864

-

-

870,864
2,410,729

Membership
Administration

2,410,729

-

-

365,421

-

-

365,421

1,691,314

-

-

1,691,314

26,503,259

-

-

26,503,259

Debt service
Fundraising and development
Total expenses
Change in Net Assets
Net Assets - Beginning of year
Net Assets - End of year

See Notes to Financial Statements.

$

547,685

(1,211,941)

26,692

(637,564)

5,048,204

12,689,319

27,192,193

44,929,716

5,595,889

$ 11,477,378

$ 27,218,885

$ 44,292,152
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The Lincoln Park Zoological Society
Statement of Cash Flows
Year Ended
March 31,
March 31,
2012
2013
Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities
Change in unrealized/realized gain on investments
Contribution of common stock
Depreciation and amortization
Permanently restricted contributions
(Increase) decrease in:
Receivables
Inventories
Other assets
Increase (decrease) in:
Accounts payable and accrued expenses
Annuity payable
Deferred revenue

$

Net cash provided by
operating activities
Cash Flows from Investing Activities
Purchases of investments
Sale of investments and donated securities
Proceeds from the sale of other assets
Net sales of money market funds
Capital expenditures
Net cash used in investing activities
Net Cash Provided by Financing Activities Permanently restricted contributions
(Decrease) Increase in Cash
Cash - Beginning of year
Cash - End of year

$

30,753,316

$

(637,564)

(6,523,412)
(196,430)
197,133
(505,080)

422,637
(361,385)
183,062
(26,692)

(21,701,953)
6,149
63,408

1,153,906
(94,703)
(140,943)

(215,411)
23,506
624,500

636,845
93,856
-

2,525,726

1,229,019

(8,447,630)
4,086,711
1,537,538
(313,202)

(7,859,899)
7,603,611
220,611
53,067
(188,500)

(3,136,583)

(171,110)

505,080

26,692

(105,777)

1,084,601

1,821,094

736,493

1,715,317

$

1,821,094

Cash payments for interest and related fees were $287,023 and $321,915 for 2013 and 2012,
respectively.

See Notes to Financial Statements.
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 1 - Nature of Operations
The Lincoln Park Zoological Society (the “Society”) was formed to aid in the improvement,
maintenance and operation of Lincoln Park Zoological Gardens (the “Zoo”), located in
Chicago, Illinois. The zoo site and buildings are owned by the Chicago Park District (the
“Park District”) and are occupied by the Society without charge. The Society provides
funding and operational support for building, grounds and exhibition improvements and the
development and operation of educational, conservation, research and other operating
programs. In addition, the Society operates the visitor services at the zoo.
Effective January 1, 1995, the Park District and the Society entered into a privatization
agreement, which gives the Society complete responsibility for the financial and operational
management of the Zoo. The agreement, which expires on December 31, 2024, provides
for the Park District to pay for one half of designated construction, an annual base subsidy
of $5,500,000 and an extra subsidy. The extra subsidy shall provide for the operation of
Indian Boundary Zoo and is subject to limitations as described in the agreement.
The agreement also transferred the rights to parking concession income to the Society.
Revenues from such concessions are designated for the operation and maintenance of the
zoo facilities and related capital expenditures.
Note 2 - Summary of Significant Accounting Policies
Cash
The Society maintains its cash in bank deposit accounts, which at times may exceed
federally insured limits. The Society has not experienced any losses in such accounts.
The Society believes it is not exposed to any significant credit risk on cash.
Basis of Presentation
Classification of Net Assets - The Society’s net assets have been grouped into the
following three classes:
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 2 - Summary of Significant Accounting Policies (Continued)
Unrestricted - Net assets that are not subject to donor-imposed stipulations.
Unrestricted net assets may be designated for specific purposes by action of the
Board of Trustees or may otherwise be limited by contractual agreements with
outside parties.
Temporarily Restricted - Net assets whose use by the Society is subject to donorimposed stipulations that can be fulfilled by actions of the Society pursuant to those
stipulations or that expire by the passage of time.
Permanently Restricted - Net assets subject to donor-imposed stipulations that they
be maintained permanently by the Society. Generally, the donors of these assets
permit the Society to use all or part of the interest and dividends earned on these
assets. Such assets primarily include the Society’s permanent endowment funds.
Revenues are reported as increases in unrestricted net assets unless use of the related
assets is limited by donor-imposed restrictions. When a donor-imposed restriction
expires (i.e., when a stipulated time restriction ends or the purpose of the restriction is
accomplished) temporarily restricted net assets are reclassified to unrestricted net
assets and are reported in the statements of activities as net assets released from
restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and
losses on investments and other assets or liabilities are reported as increases or
decreases in unrestricted net assets unless their use is restricted by explicit donor
stipulation or by law.
Revenue and Support - Cash contributions are recognized in the period received.
Pledges, including grants, are recognized in the period pledged. Conditional pledges are
recorded when the donor stipulations are substantially met. Unconditional pledges are
recognized as revenue when the donor’s commitment is received. Unconditional
pledges expected to be received over more than one year are initially recorded by the
Society as pledges and grants receivable at fair value. They are subsequently valued at
the present value of future cash flows less an appropriate allowance for estimated
uncollectible amounts. Amortization of the discount is recorded as additional
contribution revenue. An allowance for uncollectible pledges and grants receivable is
provided based on management’s judgment considering factors such as relationship with
donor, prior collection history and type of contribution. Pledges of noncash assets are
recorded at their fair values.
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 2 - Summary of Significant Accounting Policies (Continued)
Visitor services revenue includes daily food and retail operations, as well as parking.
Revenue is recognized for these activities when the service is delivered.
Tax Status - The Society is a not-for-profit corporation and is exempt from tax under
the provisions of Internal Revenue Code Section 501(c)(3). Accounting principles
generally accepted in the United States of America require management to evaluate tax
positions taken by the Society and recognize a tax liability if the Society has taken an
uncertain position that more likely than not would not be sustained upon examination
by the IRS or other applicable taxing authorities. Management has analyzed the tax
positions taken by the Society, and has concluded that as of March 31, 2013 and 2012,
there are no uncertain positions taken or expected to be taken that would require
recognition of a liability or disclosure in the financial statements. The Society is subject
to routine audits by taxing jurisdictions; however, there are currently no audits for any
tax periods in progress. The initial period of the Society is still subject to review by
taxing authorities.
Contributed Services - The Society records various types of in-kind support including
professional services and supplies. Contributed professional services are recognized if
the services received (a) create or enhance long-lived assets or (b) require specialized
skills, are provided by individuals possessing those skills, and (c) would typically need to
be purchased if not provided by donation. Contributions of tangible assets are
recognized at fair value when received.
A substantial number of volunteers have made significant contributions of their time that
do not meet the two criteria described above. Accordingly, the value of this donated
time is not reflected in the financial statements.
Investments - The Society’s investments are reported at fair value. Investment income,
including net realized and unrealized gains, is reflected in the statements of activities as
an increase in net assets. Interest and dividend income is recorded on the accrual basis.
The Society’s investments are exposed to various risks, such as interest rate, credit and
overall market volatility. Due to these risk factors, it is reasonably possible that changes
in the value of investments will occur in the near term and could materially affect the
amounts reported in the statement of financial position.
Investments Other - The balance includes amounts in interest bearing cash accounts
and investments that were in transit or redeemed at March 31, 2013.
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 2 - Summary of Significant Ac counting Policies (Continued)
Endowment - GAAP addresses the net asset classification of donor-restricted
endowment funds for organizations subject to an enacted version of the 2006 Uniform
Prudent Management of Institutional Funds Act (UPMIFA). UPMIFA was enacted in
Illinois effective June 30, 2009. A key component of UPMIFA is a requirement to clarify
the portion of a donor-restricted endowment fund that is not classified as permanently
restricted net assets as temporarily restricted net assets until appropriated for
expenditure.
Inventories - Merchandise and food inventories are valued at the lower of first-in, firstout (FIFO) cost or market value.
Animal Collection - In connection with the privatization agreement, ownership of the
zoo’s animal collection was transferred to the Society. The Society has established a policy
of not capitalizing the animal collection. No gains or losses regarding collection transactions
are recognized in the financial statements. All expenses regarding collection transactions
are reflected in the accompanying statements of activities.
Property and Equipment - Property and equipment consists of building improvements,
equipment and facilities, and furniture and office equipment, which are stated at cost.
Donated property is recorded at fair value when received. Depreciation and amortization
are computed over the estimated useful lives of the assets as indicated in the following
table using the straight-line method. The Society’s policy is to capitalize all purchases of
property and equipment over $5,000 with an estimated useful life of three years.
Years
Building improvements
Equipment and facilities
Furniture and office equipment

3-32
3-10
3-7

Use of Estimates - The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the
date of the financial statements and the reported amounts of revenue and expenses during
the reporting period. Actual results might differ from those estimates.
Subsequent Events - The Society has evaluated subsequent events through June 18,
2013, the date the financial statements were issued.
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 3 - Fair Value Measurements
GAAP defines fair value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants as of the
measurement date. GAAP describes three approaches to measuring the fair value of
assets and liabilities: the market approach, the income approach and the cost approach.
Each approach includes multiple valuation techniques. GAAP does not prescribe which
valuation technique should be used when measuring fair value, but does establish a fair
value hierarchy that prioritizes the inputs used in applying the various techniques. Inputs
broadly refer to the assumptions that market participants use to make pricing decisions,
including assumptions about risk. Level 1 inputs are given the highest priority in the
hierarchy while Level 3 inputs are given the lowest priority. Financial assets and liabilities
carried at fair value are classified in one of the following three categories based on the
nature of the inputs to the valuation technique used:
Level 1 - Observable inputs that reflect unadjusted quoted prices for identical assets or
liabilities in active markets as of the reporting date. Active markets are those in which
transactions for the asset or liability occur in sufficient frequency and volume to provide
pricing information on an ongoing basis.
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. These inputs
reflect management’s best estimate of fair value using its own assumptions about the
assumptions a market participant would use in pricing the asset or liability.
The Society currently uses no Level 3 inputs.
The following tables set forth by level within the fair value hierarchy the Society’s assets
and liabilities that were accounted for at fair value on a recurring basis as of March 31,
2013 and 2012. As required by GAAP, assets and liabilities are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement. The
Society’s assessment of the significance of a particular input to the fair value
measurement requires judgment, and may affect their placement within the fair value
hierarchy levels.
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 3 - Fair Value Measurements (Continued)

Fair Values
March 31,
2013

Description
Assets:
Money market funds
Western Asset Intermediate
Bond Fund
Templeton Foreign Small Company Fund
PIMCO Low Duration - Bond fund
PIMCO Emerging Markets - Bond Fund
Dimensional Fund
Equity mutual funds:
Small cap
International stock fund
Collective trusts - Equity
Hedge funds
Bank common trust funds

$

183,384
3,127,875
2,301,014
2,021,174
2,081,474
2,143,232

2,904,487
4,187,617
3,656,071
27,521,409
27,425,657

2,904,487
4,187,617
-

77,553,394

$

$

$

3,127,875
2,301,014
2,021,174
2,081,474
2,143,232

Fair Values
March 31,
2012

Description
Assets:
Money market funds
Western Asset Intermediate
Bond Fund
Templeton Foreign Small Company Fund
PIMCO Low Duration - Bond fund
PIMCO Emerging Markets - Bond fund
Dimensional fund
Equity mutual funds:
Small cap
International stock fund
Collective trusts - Equity
Hedge funds
Bank common trust funds

183,384

$

Quoted Prices
in Active
Markets for
Identical Assets
(Level 1)

823,382

$

18,950,257

$

823,382
3,041,377
2,063,868
2,001,925
2,064,192
2,095,729

2,318,658
3,844,676
3,432,785
28,196,906
24,705,651

2,318,658
3,844,676
-
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$

$

18,253,807

-

Significant
Unobservable
Inputs
(Level 3)
$

-

$

58,603,137
Significant
Other
Observable
Inputs
(Level 2)

$

-

$

$

-

3,432,785
28,196,906
24,705,651
56,335,342

-

Significant
Unobservable
Inputs
(Level 3)

-

$

-

3,656,071
27,521,409
27,425,657

Quoted Prices
in Active
Markets for
Identical Assets
(Level 1)

3,041,377
2,063,868
2,001,925
2,064,192
2,095,729

74,589,149

Significant
Other
Observable
Inputs
(Level 2)

$

-

The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 3 - Fair Value Measurements (Continued)
Level 1 Inputs
Estimated fair values for the Society’s money market funds, Western Asset Intermediate
Bond Fund, Templeton Foreign Small Company Fund, PIMCO Low Duration Bond Fund,
PIMCO Emerging Markets Bond Fund, Dimensional Fund, Small cap equity mutual funds
and international stock fund were based on quoted market prices.
Level 2 Inputs
Investments in bank common trust funds and collective trusts are highly liquid since the
common and collective trust funds invest mostly in marketable securities. As a result,
the estimated fair value of the bank common trust funds and collective trusts is based
primarily on observable market inputs and does not require significant judgment by the
Society’s management in the assessment of fair value. The fair value of investments in
bank common trust funds and collective trusts is based on their net asset values, as
these funds do not have a readily determinable fair value (as defined by GAAP).
The estimated fair values for the hedge funds were based on net asset value per share of
the funds.
The Society’s policy is to recognize transfers in and transfers out of Level 1, 2, and 3 fair
value classifications as of the beginning of the reporting period in circumstances that
caused the transfer. During the year ended December 31, 2013 and 2012, there were
no such transfers.

Diversified International Equity collective trust (a)
Hedge funds:
Long only United States Equity hedge funds (b)
Equity Long/Short hedge funds (c)
Directional hedge funds (d)
Low Volatility hedge funds (e)
Multi-Strategy Macro hedge funds (f)
Bank common trust funds (g):
Northern Trust S&P 500
Northern Trust All Country World
JPMorgan Investment Bond Fund

Fair Value
as of
March 31,
2013

Unfunded
Commitments

Redemption
Frequency
(if currently
Eligible)

Redemption
Notice
Period

$ 3,656,071

None

Monthly

30 Days

$ 2,720,183
9,319,606
3,233,216
8,919,820
3,328,584

None
None
None
None
None

Quarterly
Quarterly
Quarterly
Quarterly
Quarterly

30 Days
30-60 Days
30 Days
30-90 Days
33 Days

18,189,788
3,126,145
6,109,724

N/A
N/A
N/A

Daily
Daily
Daily

N/A
N/A
N/A

$ 58,603,137
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 3 - Fair Value Measurements (Continued)

Diversified International Equity collective trust (a)
Hedge funds:
Long only United States Equity hedge funds (b)
Equity Long/Short hedge funds (c)
Directional hedge funds (d)
Low Volatility hedge funds (e)
Bank common trust funds (g):
Northern Trust S&P 500
Northern Trust All Country World
JPMorgan Investment Bond Fund

Unfunded
Commitments

Redemption
Frequency
(if currently
Eligible)

Redemption
Notice
Period

$ 3,432,785

None

Monthly

30 Days

$ 2,378,942
14,859,204
2,737,527
8,221,233

None
None
None
None

Quarterly
Quarterly
Quarterly
Quarterly

30 Days
30-60 Days
30 Days
30-90 Days

15,957,541
2,878,760
5,869,350

N/A
N/A
N/A

Daily
Daily
Daily

N/A
N/A
N/A

Fair Value
as of
March 31,
2012

$ 56,335,342

a. Diversified International Equity: These managers will typically invest at least 80
percent of equities outside the U.S., with funds invested over a broad array of
countries. These managers use fundamental and quantitative analysis to find
undervalued and attractive international opportunities. These managers will hedge
currency exposure within the portfolio based on their points of view regarding the
appreciation or depreciation of specific currencies with the portfolio.
b. Long only United States Equity: These managers will typically invest at least 80% in
U.S. domiciled equities. These managers use fundamental and quantitative analysis to
find undervalued and attractive opportunities. These managers will not use leverage
in their portfolios.
c. Equity Long/Short: These managers typically maintain portfolios with exposure
between a 100 percent to 160 percent net long and 30 percent to 70 percent net
short. The securities held in the portfolio will vary along the market capitalization
spectrum with a bias to large cap companies. These investment managers will invest
in global equities, typically with a North American bias in the portfolio. All of these
portfolios will maintain exposure to credit when attractive opportunities become
available. A wide variety of investment processes can be employed to arrive at an
investment decision, including both quantitative and fundamental techniques;
strategies can be broadly diversified or narrowly focused on specific sectors.
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The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 3 - Fair Value Measurements (Continued)

d. Directional: The directional strategies are comprised of managers with higher

expected returns and portfolio risk; the strategies will be part of the capital
appreciation allocation in the total portfolio. The strategies will generally have an
equity bias, as many of the underlying managers have dedicated equity long/short
mandates. Other hedge fund strategies in the portfolio include: event driven equities
and credit, merger arbitrage, long/short corporate credit, distressed credit,
structured credit, and capital structure arbitrage. The investment managers will
generally use fundamental analysis to uncover attractive investment opportunities.
These managers typically maintain portfolios with higher net long exposures. The
managers’ regional allocations will be diversified globally with a focus in the U.S.,
Europe, Asia, and some select emerging markets.

e. Low Volatility: The low volatility strategies are comprised of managers with lower
expected returns and portfolio risk; the strategies will be part of the capital
preservation allocation in the total portfolio. These strategies are expected to be
less correlated to the broader markets and provide consistent long term returns.
The strategies will tend to have a market neutral and relative value tilt, as many of
the underlying managers will seek to isolate alpha while either directly or indirectly
hedging market risk. Other hedge fund strategies in the portfolio will include:
corporate credit, liquid distressed credit, merger arbitrage, convertible arbitrage,
structured credit, and capital structure arbitrage. These managers typically maintain
portfolios with lower net long exposures given the underlying strategies employed.
The managers’ regional allocations will be diversified globally with a focus in the
U.S., Europe, Asia, and some select emerging markets.
f. Multi-Strategy Macro: Multi-strategy macro hedge funds will take long and short
positions in various securities based on top-down economic or political views. The
fund will allocate to both discretionary trading and systematic quantitative based
strategies. The correlations of the underlying strategies tend to be low, which has
led to low volatility at the portfolio level and performance that has historically been
uncorrelated to the broad market. The discretionary strategies in the portfolio
include: trading interest rates, currency, and sovereign credit in both developed and
emerging markets, thematic fixed income, liquid distressed credit, and trade finance.
The systematic strategies include: trend following and statistical arbitrage. The fund’s
regional allocations will be diversified globally with a focus in the U.S., Europe, Asia,
Australia, and some select emerging markets.
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Note 3 - Fair Value Measurements (Continued)
g. Bank Common Trust Funds: The bank common trust funds, which are held at The
Northern Trust Company, are described below.
NTGI-QM Common Daily S&P 500 Equity Index Fund - Lending: The primary
objective of this fund is to approximate the risk and return characteristics of the S&P
500 index. This index is commonly used to represent the large cap segment of the
U.S. equity market. This fund may participate in securities lending.
NTGI-QM Common Daily All Country World ex US Equity Index Fund - Lending:
The primary objective of this fund is to approximate the risk and return
characteristics of the MSCI ACWI ex US index. This index is commonly used to
represent the performance of non-U.S. emerging and developed markets. This fund
may participate in securities lending.
The bank common trust funds, which are held at JP Morgan Chase, are described
below.
Intermediate Fixed Income (JPMorgan): This investment manager uses a bottom-up
value-oriented approach to selecting fixed income securities. The fund will have an
average maturity between 4 to 6 years. The fund’s duration will usually be within 10
percent of Barclays Intermediate Government/Credit Index. Sector allocations will
generally fall in the following ranges: Treasuries 15 percent to 40 percent,
Corporate/Asset Backed 15 percent to 40 percent, and Mortgage Backed/Agency 40
percent to 60 percent. The manager will only invest in investment grade securities at
the time of purchase.
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Note 3 - Fair Value Measurements (Continued)
Investments as of March 31, 2013 and 2012 were as follows:
2013
Money market funds:
Diversified assets - Money market
Other
Short- and intermediate-term government bonds
Western Asset Intermediate Bond Fund
Templeton Foreign Small Company Fund
PIMCO Low Duration - Bond fund
PIMCO Emerging Markets - Bond fund
Dimensional fund
Equity mutual funds
Collective Trusts - Equity
Hedge funds
Bank common trust funds:
Northern Trust S&P 500
Northern Trust All Country World
JPMorgan Investment Bond Fund

$

183,384
-

2012
$

625,957
197,425

3,127,875
2,301,014
2,021,174
2,081,474
2,143,232
7,092,104
3,656,071
27,521,409

3,041,377
2,063,868
2,001,925
2,064,192
2,095,729
6,163,334
3,432,785
28,196,906

18,189,788
3,126,145
6,109,724

15,957,541
2,878,760
5,869,350

Total investments at fair value

$

77,553,394

$

74,589,149

Total investments at cost

$

76,213,357

$

67,004,255
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Note 4 - Investments
The components of investment income and gains/losses on investments for the years
ended March 31, 2013 and 2012 are as follows:
2013
Unrestricted:
Interest and dividends
Realized gains
Change in unrealized gains

$

Subtotal
Temporarily restricted:
Interest and dividends
Realized gains
Change in unrealized gains
Subtotal
Total

$

772,971
116,298
3,366,978

2012
$

663,470
71,762
(311,056)

4,256,247

424,176

601,672
101,469
2,926,219

474,114
62,256
(245,599)

3,629,360

290,771

7,885,607

$

714,947

Note 5 - Pledges and Grants Receivable
Pledges and grants receivable as of March 31 are expected to be collected in the
following periods:
2013
Pledges and grants receivable:
Within one year
One to five years
Five to nine years

$

1,706,526
13,432,651
15,000,000

2012
$

30,139,177
(2,974,509)

Less discounts
Net pledges and grants receivable

$

27,164,668

692,382
4,564,680
175,000
5,432,062
(182,628)

$

5,249,434

Ple
dges and grants receivable are adjusted to present value using discount rates between
.61 percent and 5.0 percent.
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Note 6 - Property and Equipment
The components of property and equipment as of March 31, 2013 and 2012 are as
follows:
2013
Building improvements
Equipment and facilities
Furniture and office equipment

$

Accumulated depreciation
and amortization
$

1,595,888
1,028,679
62,483

2012
$

1,465,694
851,867
56,287

2,687,050

2,373,848

(1,444,409)

(1,247,276)

1,242,641

$

1,126,572

Note 7 - Commercial Paper
In connection with the Commercial Paper Revenue Notes Pooled Financing Program of
the Illinois Educational Facilities Authority (the “Authority”), $23,300,000 was made
available to the Society pursuant to the terms and provisions of the security agreement
under a Trust Indenture (the Indenture), dated November 1, 1995, between the
Authority and JPMorgan Chase & Company (JPMorgan), as trustee (the “Trustee”). In
connection therewith, the Society issued a promissory note, dated November 30, 1995,
with the principal amount not to exceed $20,000,000 at any one time outstanding under
the security agreement. An additional $20,000,000 was made available to the Society
pursuant to the terms and provisions of the amended security agreement. In connection
therewith, the Society issued a promissory note for $10,000,000, dated May 2, 2002,
and an additional note for $10,000,000 on December 18, 2003. The total principal
amount of all such notes is not to exceed $40,000,000 outstanding at any one time
under the agreement. Concurrently with the issuance of the notes, the Society entered
into a letter of credit agreement (LOC) issued by The Northern Trust Company
pursuant to the terms of the reimbursement agreement in the amount of $41,000,000.
The Society is subject to certain covenants relative to, among other things, operating
performance measures. The LOC secures the payment of the principal and certain
interest payments until November 30, 2014, when it is subject to renegotiation. The
LOC is subject to a .40 percent annual fee effective December 1, 2012. Prior to that,
the LOC was subject to a .45 percent annual fee.
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Note 7 - Commercial Paper (Continued)
On November 1, 1995, $9,000,000 was issued. The proceeds were primarily used to (a)
finance, including capitalized interest, the acquisition, construction, renovation, and
equipping of certain cultural facilities owned or operated by the Society, (b) pay a portion
of the interest on the notes and (c) pay certain costs related to the issuance of the notes
and the borrowing by the Society. Pursuant to the promissory note, the principal payment
of $9,000,000 is due on November 1, 2025.
On June 30, 1997, an additional $4,935,000 was issued. The proceeds were used to (a)
finance, including capitalized interest, the acquisition, construction, renovation and
equipping of certain cultural facilities owned or operated by the Society, (b) pay a portion
of the interest on the notes and (c) pay certain costs related to the issuance of the notes
and the borrowing by the Society. Pursuant to the promissory note, the principal of
$4,935,000 is due on June 1, 2027.
On November 17, 1998, an additional $6,065,000 was issued. The proceeds were used to
(a) finance, including capitalized interest, the construction, renovation, and equipping of
certain cultural facilities owned or operated by the Society, (b) pay a portion of the interest
on the notes and (c) pay certain costs related to the issuance of the notes and the
borrowing by the Society. Pursuant to the promissory note, the principal of $6,065,000 is
due on November 1, 2030.
On May 2, 2002, an additional $10,000,000 was issued. The proceeds were used to (a)
finance, including capitalized interest, the construction, renovation, and equipping of
certain cultural facilities owned or operated by the Society, (b) pay a portion of the interest
on the notes and (c) pay certain costs related to the issuance of the notes and the
borrowing by the Society. Pursuant to the promissory note, the principal of $10,000,000 is
due on May 1, 2032.
On December 18, 2003, an additional $10,000,000 was issued. The proceeds were used
to (a) finance, including capitalized interest, the acquisition, construction, renovation, and
equipping of certain cultural facilities owned or operated by the Society, (b) pay a portion
of the interest on the notes and (c) pay certain costs related to the issuance of the notes
and the borrowing by the Society. Pursuant to the promissory note, the principal of
$10,000,000 is due on December 1, 2033.
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Note 7 - Commercial Paper (Continued)
The interest rates on the notes are variable and are determined by JPMorgan Chase &
Company (JPMorgan) as the re-marketing agent and are defined as tax-exempt rates
equal to the lowest rates, which in the judgment of JPMorgan, would enable the notes
to be re-marketed at par plus any accrued interest on the date of issuance of such
notes, all in accordance with the terms of the Indenture. The interest rate on the notes
issued as of March 31, 2013 ranged from 0.14 percent to 0.18 percent. Interest expense
for the years ended March 31, 2013 and 2012 was $322,332 and $365,421, respectively.
Based on the weekly remarketing of the interest rates, the cost of the debt outstanding
is its estimated fair value as of March 31, 2013 and 2012. The debt would have been
classified as a Level 2 input if it had been included in the fair value table.
Note 8 - Temporarily Restricted Net Assets
Temporarily restricted net assets are available for the following purposes:
2013
Capital expenditures
Grant programs

2012

$

14,450,691
15,473,201

$

11,477,378

$

29,923,892

$

11,477,378

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes:
2013

2012

Capital expenditures
Grant expenditures

$

25,000
3,381,065

$

525,000
4,766,340

Total expenditures

$

3,406,065

$

5,291,340
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Note 9 - Permanently Restricted Net Assets
Permanently restricted net assets are restricted to the following:
2013
Investments in perpetuity, the
income from which is expendable
to support:
Animal care
Conservation and science
Education
Horticulture and Sculptures
General operations
Total permanently
restricted net assets

2012

$

5,069,974
5,003,822
2,000,000
2,925,080
12,725,089

$

5,064,894
5,003,822
2,000,000
2,425,080
12,725,089

$

27,723,965

$

27,218,885

Note 10 - Endowments
The Society’s endowment consists of 17 individual funds established for a variety of
purposes. Its endowment includes donor-restricted endowment funds only. As required
by GAAP, net assets associated with endowment funds are classified and reported based
on existences or absences of donor-imposed restrictions.
Interpretation of Relevant Law
The board of trustees of the Society has interpreted the Uniform Prudent Management
of Institutional Funds Act (UPMIFA) 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 Society 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 Society in a
manner consistent with the standard of prudence prescribed by UPMIFA. In accordance
with UPMIFA, the Society considers the following factors in making a determination to
appropriate or accumulate donor restricted endowment funds:

22

The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 10 - Endowments (Continued)
(1) The duration and preservation of the fund
(2) The purpose of the Society and the donor-restricted endowment fund
(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 Society
(7) The investment policies of the Society
Return Objectives and Risk Parameters
The Society 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 those assets of donor-restricted funds that the Society must
hold in perpetuity or for a donor specified period(s). Under this policy, as approved by
the board of trustees, the endowment assets are invested in a manner that is intended
to produce results that grows the endowment over time while assuming a moderate
level of investment risk. The Society expects its endowment funds, over time, to
provide an annual real return of 5 percent, net of inflation and expenses. Actual returns
in any given year may vary from this amount.
Spending Policy and How the Investment Objectives Relate to Spending Policy
The Society has a policy of appropriating for distribution each year up to 4 percent of its
endowment fund’s average fair value over the prior 12 quarters through the calendar
year end preceding the fiscal year in which the distribution is planned. In establishing this
policy, the Society considered the long-term expected return on its endowment.
Accordingly, over the long term, the Society expects the current spending policy to
allow its endowment to grow at an average of 5 percent annually. This is consistent with
the Society’s objective to provide additional real growth through new gifts and
investment return.
Endowment net asset composition by type of fund as of March 31, 2013:
Unrestricted
Donor-restricted
endowment funds

$

-
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Temporarily
Restricted

Permanently
Restricted

Total

$ 10,386,853

$ 27,723,965

$ 38,110,818
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Note 10 - Endowments (Continued)
Changes in endowment net assets for the year ended March 31, 2013:
Unrestricted
Endowment net assets beginning of year

$

-

Investment return:
Investment income
Net depreciation (realized
and unrealized)

-

Total investment return

-

Contributions
Appropriation of endowment
assets for expenditure

-

Temporarily
Restricted
$

-

3,629,360
3,629,360
-

$

7,532,077

(774,584)

-

$ 10,386,853

Permanently
Restricted

Total

$ 27,218,885

$ 34,750,962

-

3,629,360

-

-

-

3,629,360

505,080

505,080

$ 27,723,965

(774,584)
$ 38,110,818

Endowment net asset composition by type of fund as of March 31, 2012:
Unrestricted
Donor-restricted
endowment funds

$

-

Temporarily
Restricted
$
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7,532,077

Permanently
Restricted

Total

$ 27,218,885

$ 34,750,962
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Changes in endowment net assets for the year ended March 31, 2012:
Unrestricted
Endowment net assets beginning of year

$

-

Temporarily
Restricted
$

8,109,079

Permanently
Restricted

Total

$ 27,192,193

$ 35,301,272

Investment return:
Investment income
Net appreciation (realized
and unrealized)

-

474,114

-

474,114

-

(183,343)

-

(183,343)

Total investment return

-

290,771

-

290,771

Contributions
Appropriation of endowment
assets for expenditure

-

26,692

26,692

-

(867,773)

-

$

(867,773)

-

$

7,532,077

$ 27,218,885

$ 34,750,962

Strategies Employed for Achieving Objectives
To satisfy its long-term rate-of-return objectives, the Society 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). The Society targets
a diversified asset allocation that places a greater emphasis on equity-based investments
to achieve its long-term return objectives within prudent risk constraints.
Note 11 - Retirement Plan
The Society has a defined contribution employee retirement program under which it
makes contributions equal to 3 percent of the eligible participant’s salary and also
matches participant contributions up to an additional 3 percent of the participant’s
salary. The Society’s contribution for the fiscal years ended March 31, 2013 and 2012
was $493,417 and $465,372, respectively.

25

The Lincoln Park Zoological Society
Notes To Financial Statements
March 31, 2013 and 2012
Note 12 - Other Cash Flow Information
During the years ended March 31, 2013 and 2012, pledged receivables of $63,068 and
$164,038, respectively, were paid by the donation of common stock, which the Society
sold as soon as was practical.
Note 13 - Concentrations
Revenue from two major contributors amounted to 40 percent of total revenue in
2013.
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