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Independent Auditor’s Report 
 
 
To the Board of Directors and Finance Committee 
Starkey Hearing Foundation 
 
 
Report on the Financial Statements 
We have audited the accompanying consolidated financial statements of Starkey Hearing Foundation and 
its subsidiary (the Foundation), which comprise the consolidated statement of financial position as of 
December 31, 2015; the related consolidated statements of activities and changes in net assets, 
functional expenses, and cash flows for the year then ended; and the related notes to the consolidated 
financial statements (collectively, 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. 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 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 qualified audit opinion. 
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Basis for Qualified Opinion 
At December 31, 2015, the Foundation’s inventory is carried at $1,344,307 on the statement of financial 
position with a related programs and services expense of $27,135,401 included in the statement of 
activities (see consolidated statement of functional expenses). The Foundation also recorded in-kind 
donations of inventory during the year ended December 31, 2015, of $27,227,180 (see Note 7). However, 
the Foundation holds additional inventory items that they we were unable to record within the 
December 31, 2015, financial statements due to uncertainty about the amounts of inventory that existed. 
Additionally, the Foundation restated (increased) its opening net assets as of January 1, 2015, by 
$1,087,763 related to donated inventory on hand at that date that was not previously recorded (see Note 
11). We were unable to obtain sufficient appropriate audit evidence with regard to both existence and 
valuation of inventory at January 1, 2015, and December 31, 2015, or for the amount of inventory 
expense recognized during the year ended December 31, 2015. We did not observe the physical 
inventory at January 1, 2015, or December 31, 2015. Consequently, we were unable to determine 
whether any adjustments to these amounts were necessary. 
 
Qualified Opinion 
In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion 
paragraph, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Foundation as of December 31, 2015, and its changes in net assets and its cash flows for 
the year then ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Emphasis of Matter 
As discussed in the Basis for Qualified Opinion paragraph and in Note 11 to the financial statements, the 
beginning net asset balance as of January 1, 2015, has been restated to record inventory on hand as of 
that date that was not previously recorded. As noted in the Basis for Qualified Opinion paragraph, our 
opinion has been modified with respect to this matter. 

 
Minneapolis, Minnesota 
December 22, 2016 
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Starkey Hearing Foundation

Consolidated Statement of Financial Position

December 31, 2015

Assets

Current assets:

Cash and cash equivalents 1,162,898  $       

Pledges receivable, net of allowance (Note 2) 4,343,851           

Related-party receivable (Note 8) 43,622                

Investments (Note 3) 1,561,782           

Inventory 1,344,307           

Prepaid expenses and other 64,543                

Total current assets 8,521,003           

Long-term pledges receivable, net (Note 2) 3,481,822           

Investment in privately held limited liability company (Note 3) 576,589              

Property and equipment, net (Note 4) 751,500              

Total assets 13,330,914  $     

Liabilities and Net Assets

Current liabilities:

Accounts payable, accrued expenses, and other 387,961  $          

Grants payable, current (Note 5) 65,378                

Total current liabilities 453,339              

Long-term liabilities:

Grants payable, net (Note 5) 105,766              

Total liabilities 559,105              

Net assets:

Unrestricted 4,936,586           

Temporarily restricted 7,835,223           

Total net assets 12,771,809         

Total liabilities and net assets 13,330,914  $     

See notes to consolidated financial statements.
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Starkey Hearing Foundation

Consolidated Statement of Activities and Changes in Net Assets

Year Ended December 31, 2015

Temporarily

Unrestricted Restricted Total

Support:

Contributions 1,534,615  $       3,245,563  $       4,780,178  $       

Grant income 217,500              410,952              628,452              

Donated services and materials (Note 7) 30,943,456         -                      30,943,456         

Special events 3,174,271           2,523,006           5,697,277           

Total support 35,869,842         6,179,521           42,049,363         

Revenues:

Hear Now Program processing fees, net 1,176,067           -                      1,176,067           

Investment loss (Note 3) (61,658)               -                      (61,658)               

Total revenues 1,114,409           -                      1,114,409           

Net assets released from restrictions 4,484,018           (4,484,018)          -                      

Total support and revenues 41,468,269         1,695,503           43,163,772         

Expenses and losses:

Programs and services expenses:

International 13,588,425         -                      13,588,425         

Domestic 21,532,349         -                      21,532,349         

Grants and other 1,319,007           -                      1,319,007           

Total programs and services expenses 36,439,781         -                      36,439,781         

Supporting services expenses:

Cost of direct benefits to donors 254,421              -                      254,421              

Fundraising 1,432,764           -                      1,432,764           

General and administrative 2,897,290           -                      2,897,290           

Total supporting services expenses 4,584,475           -                      4,584,475           

Total expenses 41,024,256         -                      41,024,256         

Losses from changes in pledges receivable -                      240,219              240,219              

Total expenses and losses 41,024,256         240,219              41,264,475         

Changes in net assets 444,013              1,455,284           1,899,297           

Net assets, beginning of year (restated, Note 11) 4,492,573           6,379,939           10,872,512         

Net assets, end of year 4,936,586  $       7,835,223  $       12,771,809  $     

See notes to consolidated financial statements.
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Starkey Hearing Foundation

Consolidated Statement of Functional Expenses

Year Ended December 31, 2015

Programs and Services

Total Cost of Direct Total

Grants Programs and Benefits to General and Supporting

International Domestic and Other Services Donors Fundraising Administrative Services Totals

Payroll, taxes and benefits 1,454,924  $    364,039  $       -$                 1,818,963  $    -$                 392,152  $       1,059,432  $    1,451,584  $    3,270,547  $    

Travel 3,557,501        246,681           -                   3,804,182        -                   201,436           688,824           890,260           4,694,442        

Occupancy 63,922             -                   -                   63,922             -                   -                   46,722             46,722             110,644           

Supplies 15,155             9,348               -                   24,503             -                   1,337               41,117             42,454             66,957             

Telephone and Internet 96,320             6,669               -                   102,989           -                   170                  32,461             32,631             135,620           

Printing, postage and copying 126,192           17,129             -                   143,321           35,386             39,480             300,280           375,146           518,467           

Bank fees 7,790               -                   -                   7,790               -                   13,330             75,969             89,299             97,089             

Consulting 506,011           86,472             -                   592,483           -                   140,033           91,190             231,223           823,706           

Professional fees 3,122               1,365               -                   4,487               -                   -                   234,606           234,606           239,093           

Insurance 2,981               -                   -                   2,981               -                   2,066               20,590             22,656             25,637             

Food and beverage 155,936           16,204             -                   172,140           219,035           816                  24,446             244,297           416,437           

Advertising and promotion 10,577             305,120           -                   315,697           -                   74,217             37,903             112,120           427,817           

Hearing aid and accessory

donations 6,694,601        20,440,800      -                   27,135,401      -                   -                   -                   -                   27,135,401      

Mission expenses 850,676           24,079             -                   874,755           -                   -                   514                  514                  875,269           

Fundraising events -                   -                   -                   -                   -                   269,664           -                   269,664           269,664           

Grants and scholarships -                   -                   1,319,007        1,319,007        -                   -                   -                   -                   1,319,007        

Security 11,580             8,666               -                   20,246             -                   9,123               4,620               13,743             33,989             

Other 31,137             5,777               -                   36,914             -                   288,940           126,936           415,876           452,790           

Depreciation -                   -                   -                   -                   -                   -                   111,680           111,680           111,680           

Total functional

expenses 13,588,425  $  21,532,349  $  1,319,007  $    36,439,781  $  254,421  $       1,432,764  $    2,897,290  $    4,584,475  $    41,024,256  $  

See notes to consolidated financial statements.

Supporting Services
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Starkey Hearing Foundation

Consolidated Statement of Cash Flows

Year Ended December 31, 2015

Cash flows from operating activities:

Changes in net assets 1,899,297  $       

Adjustments to reconcile changes in net assets to net cash used in operating activities:

Depreciation 111,680              

Change in net gains and losses on investments 105,691              

Contributed investments (251,379)             

Proceeds from sales of contributed investments 251,379              

Decrease (increase) in assets:

Pledges receivable (1,996,648)          

Related-party receivable (43,622)               

Inventory (249,216)             

Prepaid expenses and other (2,750)                 

Increase (decrease) in liabilities:

Accounts payable, accrued expenses, and other 220,788              

Grants payable (789,820)             

Net cash used in operating activities (744,600)             

Cash flows from investing activities:

Purchases of investments (1,356,118)          

Purchase of property and equipment (604,197)             

Proceeds from sales and maturities of investments 459,869              

Net cash used in investing activities (1,500,446)          

Net decrease in cash and cash equivalents (2,245,046)          

Cash and cash equivalents, beginning of year (restated, Note 11) 3,407,944           

Cash and cash equivalents, end of year 1,162,898  $       

Contribution of donated stock 251,379  $          

See notes to consolidated financial statements.  
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Note 1. Description of the Foundation and Summary of Significant Accounting Policies 

Nature of organization: Starkey Hearing Foundation gives the gift of hearing to those in need 
empowering them to achieve their potential. Their vision of “So the World May Hear” brings 
understanding between people through sharing and caring. Starkey Hearing Foundation is a nonprofit 
corporation. 
 
Starkey Hearing Foundation LLC, a for-profit entity, was formed in August 2015 for the purpose of 
managing risk and exposure related to international activities. The sole member of Starkey Hearing 
Foundation LLC is Starkey Hearing Foundation. 
 
The consolidated financial statements include the accounts of Starkey Hearing Foundation and Starkey 
Hearing Foundation LLC (collectively, the Foundation). All significant intercompany balances and 
transactions have been eliminated in consolidation.  
 
Basis of financial statement presentation: The consolidated financial statements of the Foundation 
have been prepared in accordance with U.S. generally accepted accounting principles (GAAP). 
 
Net assets and revenues, gains and losses are classified based on donor-imposed restrictions. 
Accordingly, net assets of the Foundation and changes therein are classified and reported as follows. 
 
Unrestricted: Resources over which the Board has discretionary control are unrestricted. 
 
Temporarily restricted: Temporarily restricted resources are subject to donor-imposed restrictions, 
which will be satisfied by actions of the Foundation or the passage of time. 
 
Permanently restricted: Permanently restricted net assets are subject to donor-imposed restrictions that 
must be maintained permanently by the Foundation. 
 
The Foundation held no permanently restricted net assets as of December 31, 2015. 
 
Cash and cash equivalents: For purposes of the consolidated statement of cash flow, the Foundation 
considers all unrestricted highly liquid investments with an initial maturity of three months or less to be 
cash equivalents. The Foundation has cash balances at financial institutions that may exceed federal 
depository insurance limits. To date, the Foundation has not experienced any losses on such accounts.  
 
Investments and investment income: Investments in mutual funds and exchange-traded funds are 
recorded at their fair value in the consolidated statement of financial position. Fair value is measured 
using Level 1 inputs, defined in FASB Accounting Standards Codification (ASC) Topic 820, Fair Value 
Measurements and Disclosures, as quoted prices in active markets for identical assets or liabilities that 
the reporting entity has the ability to access at the measurement date. Net gains and losses and interest 
and dividend income are included in investment income on the consolidated statement of activities and 
changes in net assets. 
 
The Foundation holds an investment in a privately held limited liability company. This investment is 
considered an investment in equity securities that does not have a readily determinable fair value as 
defined in ASC Subtopic 958-325. The investment is reported at the lower of cost or fair value within the 
consolidated financial statements. As of December 31, 2015, the investment was recorded at a cost of 
$576,589. In addition, no impairment existed for this investment at December 31, 2015. 
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Notes to Consolidated Financial Statements 
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Note 1. Description of the Foundation and Summary of Significant Accounting Policies 
(Continued) 

Inventory: As further discussed in Note 11, as a result of the identification of material inventory amounts, 
the Foundation has changed its previous policy for recording inventory. Inventories are valued at the 
lower of cost or market. Inventories should consist of donated materials for future fundraising events, 
donated hearing aids and hearing aid batteries, donated impression materials and other items. While 
some of these inventory items have been recorded at December 31, 2015, the Foundation holds 
additional inventory items that they were unable to record due to uncertainty about the amounts of 
inventory that existed at December 31, 2015, as well as January 1, 2015. The inventory items recorded 
have been valued using the methodologies discussed below regarding donated materials.  
 
Property and equipment: Donated property and equipment are carried at fair value determined at the 
time of donation (for in-kind contributions of property and equipment) less accumulated depreciation. 
Purchased property and equipment are carried at cost less accumulated depreciation. Both donated and 
purchased property and equipment are depreciated using the straight-line method over the estimated 
useful lives of three to seven years. The Foundation’s policy is to capitalize and depreciate property and 
equipment that has a cost in excess of $500 and an estimated useful life of at least one year. 
Construction in process is not depreciated until placed in service. 
 
Support: The Foundation receives support from the following sources: contributions, grant income, 
donated services and materials, and special events. To the extent the support includes a donor-imposed 
restriction, the support is reported as temporarily or permanently restricted. When the donor restriction 
expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), 
temporarily restricted support is reclassified as unrestricted support and reported in the consolidated 
statement of activities and changes in net assets as net assets released from restriction. 
 
Contributions: Contributions, including unconditional promises to give, are recognized as revenues in 
the period received. Conditional promises to give are not recognized until they become unconditional, that 
is, when the conditions on which they depend are substantially met. Contributions of assets other than 
cash are recorded at their estimated fair value determined as of the gift date by appraisal or other 
appropriate method. An allowance for uncollectible pledges receivable is provided based upon 
management’s judgment, considering such factors as prior collection history, type of contribution and 
nature of fundraising activity. The allowance for uncollectible pledges as of December 31, 2015, was 
$476,654. 
 
Pledges to be received after one year are discounted. Amortization of discounts is included in contribution 
revenue. There were net long-term receivables as of December 31, 2015, of $3,481,822.  
 
Grant income: The Foundation receives unconditional promises and gifts from other foundations, 
organizations and individuals (donors). Grant income is reported at fair value on the date it is received. 
For the year ended December 31, 2015, grant income of $628,452 was recognized, $410,952 of which 
was temporarily restricted.  
 
Donated services and materials: Donated services are recognized as contributions if the services 
create or enhance nonfinancial assets or require specialized skills, are performed by people with those 
skills, and would otherwise be purchased by the Foundation. In addition, a number of volunteers have 
donated significant time to the Foundation’s program services and its fundraising campaigns, which have 
not been reflected in the accompanying financial statements because the recognition criteria were not 
met. Donated services are recorded as contributions at the estimated fair value that the Foundation would 
have otherwise paid for the same service. The value of contributed services is recognized as both 
revenue and expense to the Foundation. 
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Note 1. Description of the Foundation and Summary of Significant Accounting Policies 
(Continued) 

Donated materials are recorded as contributions at their estimated fair value on the date received. 
Donated materials are recognized as expense when used in the Foundation’s mission. 
 
The Foundation recognized $30,943,456 of revenue for donated services and materials for the year 
ended December 31, 2015. The Foundation recognized $30,464,417 of expenses for donated services 
and materials for the year ended December 31, 2015. 
 
Advertising: The Foundation expenses advertising costs as they are incurred. Advertising expense for 
the year ended December 31, 2015, was $26,292. 
 
Litigation: The Foundation is involved in litigation and regulatory investigations arising in the course of 
business. After consultation with legal counsel, management estimates that these matters will be resolved 
without material adverse effect on the Foundation’s future financial position or results from operations. 
The Foundation recognizes legal expenses as they are incurred.  
 
Income taxes: Starkey Hearing Foundation is a nonprofit corporation as described in section 501(c)(3) of 
the Internal Revenue Code and is exempt from federal and state income taxes. Starkey Hearing 
Foundation does not have any significant unrelated business income that would be subject to tax. 
 
Starkey Hearing Foundation LLC has been organized as a limited liability company under Minnesota 
Statutes. The LLC is not taxed as a separate entity. Rather, the income or loss of the LLC is included in 
the income tax returns of the LLC’s sole member, Starkey Hearing Foundation. 
 
Starkey Hearing Foundation has reviewed their tax positions for all open years and have concluded that 
no material liabilities exist as of December 31, 2015. Generally, Starkey Hearing Foundation is no longer 
subject to income tax examinations by the U.S. federal, state or local tax authorities for years prior to the 
fiscal year ended December 31, 2012. 
 
Functional allocation of expenses: Expenses are specifically allocated to the various programs and 
supporting services whenever practical and, when this is impractical, allocations are made on the basis of 
best estimates of management. 
 
Use of estimates: The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates. 
 
Concentrations: The Foundation’s financial instruments that are exposed to concentrations of credit risk 
consist primarily of cash and cash equivalents, including marketable securities, and pledges receivable. 
The Foundation keeps its cash with high-quality financial institutions. At times, balances maintained at 
these financial institutions may exceed the federally insured limit. The Foundation’s investments are 
maintained in mutual funds and are therefore subject to general market risk. Management routinely 
assesses the financial strength of its donors and, consequently, believes that credit risk associated with 
pledges receivable exposure is limited. 
 
The Foundation receives a significant amount of support from Starkey Hearing Technologies (see 
Note 8). Approximately 66 percent of the Foundation’s total support and revenues were provided by 
Starkey Hearing Technologies for the year ended December 31, 2015. 
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Note 1. Description of the Foundation and Summary of Significant Accounting Policies 
(Continued) 

New accounting pronouncements: In May 2014, the Financial Accounting Standards Board (FASB) 
issued Accounting Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers 
(Topic 606), which converged and replaced existing revenue recognition guidance, including industry-
specific guidance. This ASU requires revenue to be recognized in an amount that reflects the 
consideration to which the entity expects to be entitled in an exchange of goods or services. The update 
is effective for the Foundation’s fiscal year ending December 31, 2019, with early adoption permitted, but 
not prior to the Foundation’s fiscal year ending December 31, 2018. The Foundation is currently 
assessing the impact of ASU No. 2014-09 on its consolidated financial statements. 
 
In August 2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of 
Financial Statements of Not-for-Profit Entities. This guidance amends the requirements for financial 
statements and notes presented by a not-for-profit entity to a) present on the face of the consolidated 
balance sheet amounts for two classes of net assets at the end of the period, rather than for the currently 
required three classes; b) present on the face of the consolidated statement of activities and changes in 
net assets the amount of the change in either of the two classes of net assets rather than that of the  
currently required three classes; c) provide enhanced disclosures in the notes to the financial statements; 
d) report investment return net of external and direct internal investment expenses; and e) utilize, in the 
absence of explicit donor stipulations, the placed-in-service approach for reporting expirations of 
restrictions on gifts of cash or other assets to be used to acquire or construct a long-lived asset. The 
update is effective for fiscal year ending December 31, 2018. Early adoption is permitted. The Foundation 
is currently assessing the impact of ASU No. 2016-14 on its consolidated financial statements. 
 
Subsequent events: All of the effects of subsequent events that provide additional evidence about 
conditions that existed at the consolidated statement of financial position date, including the estimates 
inherent in the process of preparing the consolidated financial statements, are recognized in the 
consolidated financial statements. The Foundation does not recognize subsequent events that provide 
evidence about conditions that did not exist at the consolidated statement of financial position date but 
arose after, but before the consolidated financial statements were available to be issued. In some cases, 
nonrecognized subsequent events are disclosed to keep the consolidated financial statements from being 
misleading. 
 
The Foundation has evaluated events and transactions through December 22, 2016, the date the 
consolidated financial statements were available to be issued and, other than as noted below, determined 
no additional disclosures or adjustments are required. 
 
Starkey Hearing Foundation LLC, a nonprofit entity, was incorporated during March 2016. This Starkey 
Hearing Foundation LLC was established as a nonprofit entity to better facilitate the incorporation of other 
similar entities in international mission countries. The for-profit Starkey Hearing Foundation LLC remains 
an entity as it is attached to a lease agreement. When the lease agreement expires, the for-profit entity 
will be dissolved.  
 
Starkey Hearing Foundation Limited, a company limited by guarantee, was incorporated in the Republic 
of Zambia during May 2016 to provide the legal structure for the Starkey Hearing Institute, a global 
initiative started by the Foundation in 2015, in the Republic of Zambia. The members of the company are 
Starkey Hearing Foundation LLC, the nonprofit organization formed in 2016, and Alfred Mwamba. In 
August 2016, the name of the company was changed to Starkey Hearing Institute Limited.  
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Note 1. Description of the Foundation and Summary of Significant Accounting Policies 
(Continued) 

Starkey Hearing Foundation, a company limited by guarantee, was incorporated in Kenya during August 
2016 to provide the legal structure for the Starkey Hearing Institute in Kenya. The members of the 
company are Starkey Hearing Foundation LLC, the nonprofit organization formed in 2016, and Olende 
Arungu Nyindodo.  
 
All of the entities referred to above are controlled by the Foundation and will be included in the 
Foundation’s consolidated financial statements in 2016. 
 

Note 2. Pledges Receivable 

Pledges receivable as of December 31, 2015, consisted of the following: 
 

Receivables due in less than one year 4,820,505  $     

Receivables due in one to five years 3,668,861         

Total pledges receivable 8,489,366         

Less discount to present value (187,039)           

Less allowance for doubtful accounts (476,654)           

Total pledges receivable, net 7,825,673  $     

Current receivables 4,343,851  $     

Noncurrent receivables 3,481,822         

7,825,673  $     
 

 
Pledges receivable due in more than one year are reflected at the present value of estimated future cash 
flows using an appropriate discount rate in the year pledged.  
 

Note 3. Investments and Investment Income 

Assets and liabilities recorded at fair value in the consolidated statement of financial position are 
categorized based upon the level of judgment associated with inputs used to measure their fair value. 
Input levels for fair value measurements, as defined by the FASB Accounting Standards Codification, are 
as follows: 
 
Level 1: Inputs are unadjusted, quoted prices for identical assets or liabilities in active markets at the 

measurement date.  
 
Level 2: Inputs are other than quoted prices included in Level 1 that are observable for the asset or 

liability through corroboration with market data at the measurement date. 
 
Level 3: Inputs are unobservable and reflect management’s best estimate of what market participants 

would use in pricing the asset or liability at the measurement date. 
 
In instances where the determination of fair value is based on inputs for different levels of the fair value 
hierarchy, the level in the fair value hierarchy within which the entire fair value measurement falls is based 
on the lowest level input that is significant to the fair value measurement in its entirety. 
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Note 3. Investments and Investment Income (Continued) 

The following table sets forth the Foundation’s assets that are measured and recognized at fair value on a 
recurring basis as of December 31, 2015, under the appropriate level of the fair value hierarchy: 
 

Fair Value Level 1 Level 2 Level 3

Mutual funds:

Fixed income 302,817  $       302,817  $     -$               -$               

Domestic equities 290,825           290,825         -                 -                 

International equities 248,069           248,069         -                 -                 

Exchange-traded funds:

Fixed income 129,071           129,071         -                 -                 

Domestic equities 499,747           499,747         -                 -                 

International equities 52,830             52,830           -                 -                 

Commodities and other 38,423             38,423           -                 -                 

   Total investments at fair value 1,561,782        1,561,782  $  -$               -$               

Investment in privately held limited

liability company, at cost 576,589           

   Total invesments 2,138,371  $    
 

 
Investment loss consists of earnings on investments and net gains and losses on investments. For the 
year ended December 31, 2015, investment loss consists of the following: 
 

Interest and dividends 44,033  $          

Realized and unrealized gains and losses, net (105,691)           

Investment loss (61,658)  $         
 

 

Note 4. Property and Equipment 

Property and equipment as of December 31, 2015, consisted of the following: 
 

Land 113,939  $        

Software and equipment 842,540            

Construction in progress 296,061            

Less accumulated depreciation (501,040)           

Total property and equipment, net 751,500  $         
 
In November 2015, the Foundation purchased land and in process buildings (will be placed in service at a 
later date) located in the Republic of Zambia for $350,000. The purchased land is subject to the 
exceptions, reservations, and restrictive covenants and conditions mentioned, contained or referred to in 
a 99-year lease dated February 1, 1995, between The President of the Republic of Zambia and Kara 
Counselling and Training Trust Limited. 
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Note 5. Grants Payable 

In 2007, the Foundation made a promise to give college scholarships to a family of 10 in Minnesota. The 
disbursement of funds is contingent upon the recipients attending college and is limited to a total of 
$200,000 in reimbursements for approved expenditures for the entire family. A liability of $131,144 was 
outstanding as of December 31, 2015, representing the present value of the estimated future payments, 
discounted at 4.7 percent, from this commitment. 
 
The Foundation approved grants during 2015 that were unpaid as of year-end and thus are reported as 
liabilities. 
 
Scholarship payable and grants payable as of December 31 are as follows: 
 

Years ending December 31:

2016 65,378  $          

2017 16,667              

2018 8,333                

2019 25,000              

2020 16,667              

Thereafter 75,000              

Total 207,045            

Less discount to present value (35,901)             

Grants payable, net 171,144            

Less current portion due within one year (65,378)             

Grants payable, net of current portion 105,766  $        
 

 

Note 6. Temporarily Restricted Net Assets 

Temporarily restricted net assets consist of pledges receivable and contributions with donor-imposed 
restrictions. Temporarily restricted net assets as of December 31, 2015, consisted of the following: 
 

Contributions restricted for time 7,825,673  $     

Contributions restricted for purpose 9,550                

Total temporarily restricted net assets 7,835,223  $     
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Note 7. Donated Services and Materials 

Services and materials donated to the Foundation for the year ended December 31, 2015, consisted of 
the following: 
 

Payroll, taxes and benefits 1,902,816  $     

Travel 652,948            

Occupancy 46,721              

Supplies 39,149              

Telephone and Internet 28,668              

Printing, postage and copying 321,029            

Food and beverage 19,463              

Hearing aid and accessory donations 27,227,180       

Fundraising events 643,030            

Other 62,452              

Total donated services and materials 30,943,456  $   
 

 

Note 8. Concentrations 

The Foundation’s founder is the majority owner of Starkey Hearing Technologies. The Foundation 
receives support from Starkey Hearing Technologies in the form of donated hearing aids (inventory), and 
payment of, or reimbursement for, Foundation expenses of payroll, employee benefits, travel, supplies, 
advertising and promotion, and mission expenses. This support is recorded as in-kind or cash 
contributions, as is appropriate, and as expense. Inventory should be recorded initially, and amounts 
should be expensed when delivered to recipients during mission trips. However, as discussed in Note 1, 
the Foundation was unable to determine appropriate amounts to record as inventory, and therefore, did 
not record inventory related to the in-kind items donated by Starkey Hearing Technologies.  
 
For the year ended December 31, 2015, Starkey Hearing Technologies and its affiliates donated cash 
and pledge contributions of $259,262 and donated services and materials of $28,134,968. Approximately 
91 percent of the Foundation’s donated services and materials were provided by Starkey Hearing 
Technologies for the year ended December 31, 2015. 
 
As of December 31, 2015, there was one receivable from Starkey Hearing Technologies due to the 
Foundation in the amount of $43,622 for hotel expenses. 
 

Note 9. Commitments 

The Foundation has signed contracts for the use of space for future gala events prior to December 31, 
2015. In aggregate, the Foundation has committed $1,000 related to these contracts. In addition, the 
contracts have various clauses to cover the unrealized revenues of the venue if cancellation occurs 
before the events take place. 
 

Note 10. Contingency and Subsequent Event 

The Office of the Attorney General of the State of Minnesota issued a Civil Investigative Demand to 
Starkey Hearing Foundation on September 16, 2016. The Attorney General is investigating the 
Foundation to determine if it has violated any of the charitable laws of the State of Minnesota. The 
Foundation is cooperating fully with the investigation and believes that the investigation will be resolved 
without material adverse financial consequences to the Foundation. 
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Note 11. Restatement 

In prior years, the Foundation recognized equal amounts of revenue and expense annually for the 
estimated fair value of materials donated to the Foundation for use in the Foundation’s mission. In 2015, 
the Foundation determined that $1,087,763 of donated materials inventory existed as of December 31, 
2014, that had not been previously recorded for materials that had been donated to the Foundation but 
not yet used in the mission. The inventory had been recognized as both revenue and expense in the 
Foundation’s statement of activities and changes in net assets at the time the donated materials were 
received by the Foundation. This method was not in accordance with GAAP, which require that unused 
materials be recorded as inventory in the statement of financial position until used in the mission. Net 
assets as of January 1, 2015, have been restated to properly reflect the donated materials inventory as 
follows: 
 

Temporarily

Unrestricted Restricted Total

Net asset balance at December 31, 2014, as

previously reported 4,238,898  $     6,379,939  $     9,784,749  $     

Add adjustment for donated materials inventory

at December 31, 2014 253,675            -                    1,087,763         

Net asset balance at January 1, 2015,

as restated 4,492,573  $     6,379,939  $     10,872,512  $   
 

 
Because the Foundation has not determined the quantity or value of inventory, if any, that may have 
existed as of December 31, 2013, the impact on the change in net assets that would have been reported 
for the year ended December 31, 2014, is unknown. 
 
At December 31, 2014, the Foundation had also previously reported $771,224 of investments in mutual 
funds and exchange-traded funds as cash and cash equivalents in the statement of financial position and 
statement of cash flows. The Foundation has determined that those investments do not meet the 
definition of cash equivalents and has reclassified these balances to investments. In the statement of 
cash flows for the year ended December 31, 2015, the cash and cash equivalents balance as of the 
beginning of the year has been restated to properly reflect this reclassification. The reclassification had no 
impact on net assets or changes in net assets as previously reported.  
 

Cash and cash equivalents at December 31, 2014, as previously reported 4,179,168  $     

Less reclassification to investments (771,224)           

Cash and cash equivalents at January 1, 2015, as restated 3,407,944  $     
 

 



 

 


