











Community Foundation for Southeast
Michigan

Detroit, MI

December 2006

$75,000 over 3 years

To support the launch of the Cultural Alliance of
Southeastern Michigan.

Detroit Chamber Winds

Southfield, MI

December 2005

$85,000 over 3 years

To support fund development capacity building
for a group of collaborating arts organizations.

Detroit Educational Television Foundation
Detroit, MI

December 2005

$150,000 over 3 years

To support the startup of WRCJ, a new non-com-
mercial radio station playing jazz and classical
music that is housed at the new Detroit High
School for the Fine and Performing Arts.

Detroit Historical Society

Detroit, MI

December 2006

$100,000

To support general operations of the Detroit
Historical Museum.

Detroit Institute of Arts

Detroit, MI

March 2005

$2,000,000 over 5 years

To support Great Art-New Start, a campaign to
complete the structural renovation, reinstall the
art and carry on daily operation of the museum.

Sphinx Organization, Inc.
Students study violin at the Preparatory
Music Institute on Saturdays

Detroit Science Center

Detroit, MI

June 2007

$600,000 over 3 years

To support general operations and to upgrade
the planetarium to full-dome video, as part of
the Engineering the Future Campaign.

Detroit Symphony Orchestra

Detroit, MI

March 2007

$285,000

To support annual operations at $275,000
plus a one-time grant of $10,000 to support
expanded new media projects.

Michigan Opera Theatre
Detroit, MI

March 2007

$125,000

To support annual operations.

Mosaic Youth Theatre of Detroit

Detroit, MI

September 2005

$150,000 over 2 years

To support the 10th Anniversary Campaign.

Sphinx Organization, Inc.
Detroit, MI

September 2005

$100,000 over 2 years

To support the Sphinx Preparatory
Music Institute.
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McGRreGor Funp

Wayne State University
A Wayne State student participates in a service
learning project through the Honors Program

In the area of education, the Fund’s grant program is multifaceted.

The Fund provides support for specific projects at elementary and
secondary schools serving metropolitan Detroit, and colleges and universities
in the Detroit area. The Fund also supports a special program for private liberal
arts colleges and universities in Michigan and Ohio.

In addition to the general and special programs, discretionary grants are awarded
to educational institutions selected each year by Trustees of the Fund.

Program for Schools and Early Child
Education and Development

The McGregor Fund has a long history of supporting elementary and
secondary education. Funding has been provided to both independent schools and
public school districts to support efforts to assure that all students have access
to high quality education. The program for support of pre-college education
considers requests from public school systems, independent schools and alternative
school models based on a set of priorities adopted by the
Fund. Consistent with the Fund’s other grantmaking, requests are
considered from schools within the metropolitan Detroit area.
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Education

The following organizations have been awarded
grants based on the program’s priorities:

Detroit Parent Network

Detroit, MI

March 2007

$70,000

To support increased parent involvement in the
Highland Park school district and its schools.

The Guidance Center

Southgate, MI

June 2004

$225,000 over 3 years

To support the establishment of two new
Family Resource Centers for young children
and their parents.

New Urban Learning

Detroit, MI

March 2007

$100,000 over 2 years

To support a new initiative, the College
Completion Project, to continue contact with the
University Preparatory Academy’s graduates as
they attend college, with the goal of increasing
college graduation rates.

Our Lady of Guadalupe

School Association

Detroit, MI

June 2004

$118,750 over 3 years

To support a new graduate support program
for 8th graders and alumnae.

Wayne State University

Detroit, MI

March 2005

$300,000 over 3 years

To support the expansion of the Math Corps
summer program.

Colleges and Universities

The McGregor Fund provides a special program
of support to private liberal arts colleges in
Michigan and Ohio. The objective of the
program is to stimulate the institution’s quest
for excellence in education.

Since it was established in 1962, the McGregor
Fund Colleges Program has awarded over
811 million in grants.

College for Creative Studies
A Transportation Design student
sculpts a clay model




Education

Wayne State University

Detroit, MI

June 2007

$500,000 over 2 years

To support expansion of the Center for
Community-Based Education, as part of the
new Honors College that is being established.

The following grants were awarded outside of
the Colleges Program priorities:

Wayne State University United Negro College Fund
Math Corps high school teaching assistant Detroit, MI
captivates his student at the board March 2007

$40,000

The following institution was awarded a grant
in 2007 based on priorities established by the
Colleges Committee:

To support scholarships for Detroit-area
youth to attend historically black private
colleges and universities.

Kalamazoo College

Kalamazoo, MI University of Michigan
Ann Arbor, MI
June 2007
$249.500 March 2007
’ $5,000

To support the Guilds of Kalamazoo College, a
new initiative bringing together students, alumni
and faculty around interdisciplinary themes.

To support a grant to the Stephen M. Ross
School of Business in memory of
Raymond T. Perring.

The Colleges Program also includes support for

institutions of higher education in metropolitan Trustee Designated Grants

Detroit. The following grants were awarded in this Annually, up to three elementary or secondary

category: schools are selected to receive a $15,000 grant.

College for Creative Studies The following schools were selected in 2007 :

Detroit, MI Cranbrook Schools

June 2007 Bloomfield Hills, MI
$165,000 over 2 years Mount Clemens High School
To support implementation of its first Mount Clemens, MI
graduate programs, leading to the Master University Liggett School

of Fine Arts (MFA) degrees in Design Grosse Pointe, MI

and Transportation Design.
p & Trustees also select up to three colleges or

Madonna University universities to receive a $60,000 grant. The
Livonia, MI following institutions were selected in 2007 :
June 2006 Oakland University

$125,000 over 2 years Rochester Hills, MI

To support Information Literacy as a Tool for Stanford University

Lifelong Learning, a program aiming to integrate Stanford, CA
information literacy and research education into all
undergraduate fields of study.
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Memberships

Detroit Symphony Orchestra
Peter Oundjian, Principal Guest Conductor
and Artistic Advisor conducts the orchestra

The McGregor Fund is a member of several national and
statewide service organizations that promote the advancement of
the nonprofit sector. Grants totaling $56,650 were paid during the
fiscal year to the following organizations to support their work on

behalf of philanthropy and nonprofit organizations.

Board Source Michigan League for Human
Washington, DC Foundation Center Services
Council of Michigan Foundations New York, NY Lansing, MI
Grand Haven, M1 Indepepdent Sector Michigan Nonprofit
Council on Foundations Washington, DC Association
Washington, DC Lansing, MI

Matching Gifts Program

The Matching Gifts Program of the McGregor Fund matches trustee and employee
contributions to nonprofit organizations with certain conditions and limitations.

Matching gifts totaling $200,174 were paid during the fiscal year.
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History of Grant Payments

Alternatives For Girls
Prevention programs promote positive
peer relationships through tutoring

Year Ended June 30 Payments
1998 $ 8,470,753
1999 9,270,123
2000 9,797,305
2001 9,112,985
2002 7,429,552
2003 7,757,207
2004 5,608,047
2005 8,773,181
2006 8,891,882
2007 9,000,787

Totals 1998 -2007 $ 84,111,822
1926 - 1997 $§ 93,387,428

Grand Total 1926 - 2007  $ 177,499,250
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Grantmaking Guidelines
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Crossroads of Michigan
Volunteers at Crossroads Soup Kitchen
prepare Sunday dinner

Background and Purpose

The McGregor Fund is a private foundation organized “to relieve the misfortunes and
promote the well-being of mankind.” It was established by a $5,000 deed of gift from
Tracy W. McGregor in 1925. Later it was augmented to nearly $10 million through
subsequent gifts from Mr. McGregor and his wife, Katherine Whitney McGregor.

Over the years, the Fund has continued to be faithful to the stated intent of the donors.
Requests for support are considered from organizations that have received a 501(c)
(3) designation letter from the Internal Revenue Service. Grants to relieve misfortune
and promote well-being are made in the following program areas: human services,
education, health care, arts and culture, and public benefit. The area of principal
interest to the McGregors was metropolitan Detroit, and the tri-county

area remains the primary focus of the Fund.
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Program Areas

Generally, the Fund makes grants to
organizations in the following program
areas based on these specific interests:

Human Services

In keeping with its mission, the Fund
emphasizes support for activities in
southeastern Michigan addressing emergency
needs for housing, food, clothing and other
direct aid. In addition, support may be
provided for activities that address the root
causes of poverty, homelessness and hunger,
and help individuals and families achieve
personal and financial stability and other
life-changing outcomes.

Arts and Culture

Support for selected arts and cultural
organizations which contribute significantly
to the well-being of residents of southeastern
Michigan. Generally, requests will be
considered from the following types

of institutions:

1. Larger arts and cultural institutions that
provide high quality programming on the
basis of their collections and exhibitions,
repertoires and performances, curatorial
or programming expertise, and original
contributions to their respective fields.
Such organizations draw large numbers of
patrons from throughout the metropolitan
Detroit area, enjoy a national reputation for
excellence and demonstrate a significant
commitment to community outreach
and education.

2. Arts and cultural organizations that
provide both performance and audience
opportunities of exceptional quality
specifically for the region’s youth
and particularly for youth from
low-income households.

3. Other area arts and cultural organizations
that significantly contribute to the
well-being of residents of southeastern
Michigan. Support will generally
be limited to occasional projects that
significantly improve an organization’s
level of artistic or cultural excellence
or enhance its capacity to reach a more
broad and diverse audience.

Health Care

Emphasis on improving access to primary
medical care, mental health care and
substance abuse treatment for indigent,
low-income and other highly underserved
populations, primarily within the city of
Detroit. Support will be considered for
community health centers, school-based
clinics and other community based
organizations and initiatives that have the
following characteristics:

= Encompass a partnership between a
health system and community-based
organization(s), providing patients
with a seamless delivery of new or
expanded services.

= Supported by a broad and sustainable
funding base, including such sources as
government grants and contracts, service
revenues, private contributions, and
donated services, equipment and supplies.

= Focus on and respond to identified
community needs and preferences
through such practices as staffing and
management by community members,
community participation on governance
boards, and use of linguistically and
culturally appropriate practices
and materials.

With regard to support for mental health

and substance abuse treatment programs,

priority will be given to programs designed

27



for individuals who also typically utilize
emergency human services.

Public Benefit

Support for major civic improvement efforts
within the region as well as for civic and
community organizations whose activities
contribute significantly to improving the
quality of life for residents of southeastern
Michigan and to strengthening the
nonprofit sector.

Education

Special application procedures and deadlines
have been established for grants within

the respective Education program areas

(see below).

Support of Schools and Early Child

Education and Development

The Fund will consider grant requests from
independent schools, including ISACS-
accredited schools, religious schools and
charter schools located in Detroit or Wayne,
Oakland or Macomb counties. In considering
requests from independent schools, priority
will be given to those that can demonstrate
high levels of educational quality and a
commitment to diversity within their student
body, faculty and staff. The Fund will

also consider requests from public school
districts, with priority given to the Detroit
Public Schools. Finally, the Fund will also
consider requests from 501(c)(3) organizations
other than schools in the tri-county area for
projects that address the following priorities,
particularly 1 and 2.

Priorities for the Fund’s support of schools
and early child education and development
include:

1. Support for efforts to assure that children
ages 0-5 from disadvantaged backgrounds
receive adequate nurturing, stimulus and
other positive early life experiences to be

prepared for kindergarten and succeed in
life. Such efforts should be consistent
with findings from recent research on
the neurological development of

young children.

2. Support for programs and projects that
recognize that parents play an essential
role in the development and education of
their children, and that provide parents with
training and opportunities for developing
healthy parenting skills, meeting their
children’s needs and becoming involved in
their children’s education.

3. Support for activities that recognize the
role of teachers in improving student
learning outcomes and that foster teachers’
professional development and standing.

4. Support for the development of
curricular and classroom infrastructure
by independent schools within the city
of Detroit attracting a substantially
low-income student body.

5. Support for activities designed to assist
promising students from disadvantaged
backgrounds who attend, plan to attend or
have graduated from independent schools,
but may lack the preparation, home
support or long-term guidance enjoyed
by their fellow students from more
privileged backgrounds.

6. Support for programs that will provide
students who are not in baccalaureate
college-preparatory programs with
opportunities to learn skills that will
prepare them for work upon graduation.

7. Support for innovative school district
improvement strategies that seek to
improve student learning and are based
on measurable outcomes.

In considering requests from both private

and public schools, the Fund is less likely

to support building projects, equipment

purchases, or the hiring of non-academic staff.




Support of Private Liberal Arts Colleges in
Michigan and Ohio

The Fund provides a special program of
competitive grants for private liberal arts
colleges and liberal arts colleges within private
universities in Michigan and Ohio. The
program awards up to three grants annually
of $250,000 each to the selected institutions.
Grant decisions under this program are made
once per year in the spring. Grant payments
under this program are made as one-time
distributions restricted to the purpose outlined
by the institution in its application. Colleges
or universities that receive a grant under

the program are not eligible to reapply until
the third year after receiving a grant. As

a result the institution may use the grant

over a period of up to three years. This is a
highly competitive program and is the Fund’s
only program that provides grants outside
metropolitan Detroit.

There are two primary objectives of the
program: first, to recognize and encourage
excellence in private liberal arts education; and
second, to support projects or activities that
will have a significant positive impact on the
quality of the liberal arts education provided
by the institution. In considering institutional
excellence, the Fund reviews such measures

as the average of comprehensive ACT scores
of entering students, percentage of freshmen
who graduate, student/faculty ratio, number of
library volumes per student, financial aid as a
percentage of budget, amount of endowment
per student and percentage of alumni
contributing to the college. The Fund then
considers the proposed projects on the basis of
which appear to have the greatest potential to
promote the highest quality in liberal

arts education.

The following principles guide the selection
process within this program:

. The purpose of the McGregor Fund’s

Private Liberal Arts Colleges and
Universities Program is to reward and
encourage excellence among private liberal
arts institutions.

. In selecting projects to receive support

under the Private Liberal Arts Colleges and
Universities Program, the Fund seeks to
leverage the greatest beneficial results with
the funds awarded.

. Priority will be given to efforts that build

upon the aspects of private liberal arts
institutions that distinguish them from other
colleges and universities.

. The highest priority is to support efforts

that will improve learning by students
within liberal arts institutions. While this
would most often be learning generally
understood as “academic,” it may also
include aspects of learning that occur
outside the classroom that support the
development of individuals who are mature,
well-rounded and contributing members

of society. For instance, it could include
the development of new co-curricular
programs that integrate student coursework
and other learning experiences or projects
encouraging collaboration in research or
other activities between students

and faculty.

. Requests for capital projects, such as

buildings and equipment, are given low
priority for funding and will generally only
be considered when closely connected to
program efforts, as described above, that
contribute to student learning or integrate
new information technology in support of
educational goals.

. The Fund will collect data from applicant

colleges to evaluate the institutions on a
number of criteria that are used to measure
characteristics of institutional excellence.
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Support of Local Institutions of

Higher Education

The McGregor Fund recognizes that local
institutions of higher education play a valuable
role in supporting the quality of life within
our region. The Fund considers grant requests
from institutions offering baccalaureate or
graduate degrees. Requests from community
colleges and other institutions not offering a
baccalaureate or graduate degree will not be
considered. Local private liberal arts colleges
and universities may also apply under the
Program of Support for Private Liberal Arts
Colleges and Universities in Michigan and
Ohio. However, institutions that receive
support under that program will not be
eligible to re-apply under either program

for three years from the year in which a

grant is received.

The Fund reviews requests for support of
efforts at local institutions of higher education
using the following considerations:

1. Highest priority will be given to activities
that will strengthen the educational
enterprise by strengthening student
education achievement. Such efforts should
contribute to the educational excellence and
competitiveness of institutions.

2. Capital requests will generally be given
lower consideration, but will be considered
if the following characteristics are present:

m There is a clear connection to improving
student achievement;

= The project will have the effect of
improving institutional educational
excellence and competitiveness;

m  The level of support considered by the
McGregor Fund will have a meaningful
impact on the successful implementation
of the project.

3. Requests for support of new programs,
projects or activities will be given highest

priority. Ongoing programs or activities
will not generally be competitive
for support.

4. Grants will generally be for one year.
Multiple year grants may be made
depending on the scale of the program
or project.

5. This policy is not intended to cover
projects designed primarily to serve
the community. Such projects will be
considered within other program areas
(such as arts and culture, human services,
etc.) if they are eligible under the
priorities of that program area.

Types of Support

The Fund provides a variety of types of
grants to qualifying nonprofit organizations.
These types of support are listed below

in general order of priority. However, the
Fund is flexible and will consider exceptions
based on the merits and potential impact of
a specific request. The preferred types of
support and particular emphasis for each are
as follows:

Project Support - support for innovative,
creative, time-limited programs or projects;
grants may be multi-year (but generally not
more than three years) with interim report(s)
specified by the Fund.

Operating Support - general operating
support to (a) organizations which meet
basic human needs; and (b) a limited number
of civic and arts and cultural organizations
which are vital to the quality of life in
southeastern Michigan. Operating support is
generally limited to organizations which are
previous grantees of the Fund.

Special Projects - periodic support of special
opportunities for broad community impact;
may be initiated solely by the Fund or in
partnership with other funders.
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Capital Support - support for the purchase

of equipment or for acquisition, construction
and/or renovation of facilities of organizations
which, typically, are previous recipients of
grant support from the Fund.

Geographic Focus

The principal interest of the Fund is the
metropolitan Detroit area, although requests
will be considered from organizations located
elsewhere for programs or projects which
significantly benefit the metropolitan Detroit
area. The Fund defines this area as the city
of Detroit and Wayne, Oakland, and

Macomb counties.

Limitations

Organizations are limited to submitting

one grant application per year. If a grant is
awarded, the organization will not be eligible
to apply for other grants from the Fund until
the grant period is concluded and a final report
has been submitted and accepted by the Fund.

The Fund does not provide support for

loans, individuals or direct grants for student
scholarships, nor is support generally provided
for travel, conferences, seminars, workshops
or special events, film or video projects, or
disease specific organizations and their

local affiliates.

Evaluation

The Fund encourages grantees to develop
internal and/or external evaluation
mechanisms. In reviewing all grant proposals,
the Fund will carefully assess the applicant’s
proposed evaluation plan, particularly with
respect to new projects and initiatives. The
Fund will also consider requests in which a
portion of the grant budget will be used toward
the costs of outside evaluation. All grantees
are required to submit a final report to the Fund
at the close of the grant period.

Timing and Decision Process

All grant decisions are the responsibility
of the Board of Trustees. Trustee meetings
are scheduled four times per year, generally
in March, June, September and December.
Grant requests may be submitted at any
time, but requests typically take up to
three months for staff review. Therefore,
applicants are encouraged to submit
proposals well in advance of the Trustee
meeting at which they wish their proposal
be considered.

Applications within the Education program
areas are reviewed by special committees of
the Board of Trustees. Committee meetings
are scheduled twice a year, in June and
December. Applicants are encouraged to
submit proposals at least three months in
advance of the committee meeting at which
they wish their proposal be considered.

Each year an application deadline is
established for receipt of applications for

the Fund’s Private Liberal Arts Colleges and
Universities Program. This information is
contained within a special application packet
that is sent to eligible institutions each fall.

Before Submitting
an Application

After reviewing the Fund’s grantmaking
guidelines and application procedures,
applicants are strongly encouraged to

speak with staff of the Fund to discuss

the organization’s eligibility for grant
consideration, the purpose of the prospective
grant proposal, and the plans and budget for
both implementation and evaluation.

Adopted December 1, 2004

For application procedures please visit our
website at www.mcgregorfund.org
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Financial Statements

Independent Auditor’s Report

To the Board of Trustees
McGregor Fund

We have audited the accompanying balance sheet of McGregor Fund (the
“Fund”) as of June 30, 2007 and 2006 and the related statements of activities
and changes in net assets and cash flows for the years then ended. These
financial statements are the responsibility of the Fund’s management. Our
responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we
plan and perform the audits to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of McGregor Fund at June 30, 2007
and 2006 and the changes in its net assets and cash flows for the years then
ended, in conformity with accounting principles generally accepted in the
United States of America.

As explained in Note 1, the financial statements include investments whose
fair values have been estimated by management in the absence of readily
determinable fair values. Management’s estimates are based on information
provided by the investment managers.

% { 77&@44/, PLLL

August 10, 2007
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Financial Statements

Balance Sheet

Year end June 30, 2007 June 30, 2006
Assets
Cash and cash equivalents $ 2,800,326 $ 538,283
Investments (Note 2) 193,907,362 177,491,304
Accrued interest and dividends 29,470 396,406
Other assets:
Prepaid expenses 10,300 49,054
Prepaid federal excise taxes 107,486 93,179
Total assets $ 196,854,944 $ 178,568,226
Liabilities and Net Assets
Liabilities
Accrued expenses $ 91,285 $ 78,883
Grants payable (Note 3) 3,227,966 4,082,357
Deferred excise taxes (Note 4) 527,105 528,780
Accrued pension liability (Note 6) 367,999 93,462
Total liabilities 4,214,355 4,783,482
Net Assets - Unrestricted 192,640,589 173,784,744
Total liabilities and net assets $ 196,854,944 $ 178,568,226
Statement of Activities and Changes in Net Assets
Year Ended June 30, 2007 June 30, 2006
Revenue, Gains, and Other Support
Interest $ 1,127,324 $ 2,371,967
Dividends 1,339,885 2,089,241
Net realized and unrealized gains on securities 26,469,214 12,057,646
Investment advisory fees and consulting services (588,058) (589,285)
Total revenue, gains, and other support 28,348,365 15,929,569
Expenses
Program services - Grants and related activities 8,146,396 6,827,148
Support services:
Management and general 893,003 801,613
Federal excise tax (Note 4) 285,394 (7,004)
Total expenses 9,324,793 7,621,757
Increase in Unrestricted Net Assets - Before other
changes to net assets 19,023,572 8,307,812
Effect of Adoption, Recognition, and Measurement Date
Provisions of FASB Statement No. 158 (Note 6) (167,727) -
Increase in Net Assets 18,855,845 8,307,812
Net Assets - Beginning of year 173,784,744 165,476,932
Net Assets - End of year $ 192,640,589 $ 173,784,744
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Financial Statements

Statement of Cash Flows

Year Ended June 30, 2007 June 30, 2006
Cash Flows from Operating Activities
Increase in net assets $ 18,855,845 $ 8,307,812
Adjustments to reconcile increase in net assets
to net cash from operating activities:
Net realized and unrealized gains on securities (26,469,214) (12,057,646)
Changes in operating assets and liabilities which
provided (used) cash:
Accrued interest and dividends 366,936 44,809
Prepaid expenses 38,754 7,910
Prepaid federal excise tax (14,307) (81,577)
Accrued expenses 12,402 (11,212)
Grants payable (854,391) (2,064,734)
Deferred federal excise tax (1,675) (350,427)
Accrued pension liability 274,537 93,462
Net cash used in operating activities (7,791,113) (6,111,603)
Cash Flows from Investing Activities
Purchases of investments (75,259,345) (280,148,556)
Proceeds from sales and maturities of investments 85,312,501 273,193,089
Net cash provided by (used in) investing activities 10,053,156 (6.955.467)
Net Increase (Decrease) in Cash and Cash Equivalents 2,262,043 (13,067,070)
Cash and Cash Equivalents - Beginning of year 538,283 13,605,353
Cash and Cash Equivalents - End of year $ 2,800,326 $ 538,283
Supplemental Disclosure of Cash Flow Information
Cash paid for
Taxes $ 300,000 $ 425,000
Grants and matching gifts 9,000,787 8,891,883
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Notes to Financial Statements

Note 1 - Nature of Business and
Significant Accounting Policies

McGregor Fund (the “Fund”), located in Detroit,
Michigan and established in 1925, is a private
foundation which was organized to relieve
misfortune and promote the well being of
humankind. The primary activity of the Fund is
to provide support to Detroit metropolitan area
not for profit organizations which operate in
five program areas that are of particular interest
to the Fund’s board of trustees: human service,
education, health care, arts and culture, and
public benefit.

Cash Equivalents

The Fund considers all highly liquid investments
purchased with original maturities of three
months or less to be cash equivalents.

Investments

Investments in government and corporate debt
and equity securities are stated at current quoted
market values. The alternative investments,
comprised primarily of real estate, private
equities, hedge funds, oil and gas, and other
limited partnerships, which are not readily
marketable, are carried at estimated fair values
as provided by the various investment managers.
The Fund reviews and evaluates the values
provided by the investment managers and

agrees with the valuation methods used and
significant assumptions used in determining fair
value. Those estimated fair values may differ
significantly from the values that would have
been used had a ready market for these securities
existed. Purchases and sales of investments are
recorded as of the trade date. Gain or loss on the
sale of investments is computed using the first in,
first out method.

Classification of Net Assets
Net assets of the Fund are classified based
on the presence or absence of donor imposed

restrictions. All net assets of the Fund
are unrestricted.

Tax Status

The Fund is exempt from federal income taxes
under Section 501(c)(3) of the United States
Internal Revenue Code. As a private foundation,
the Fund is subject to an excise tax on net
investment income, including realized gains as
defined in the Tax Reform Act of 1969.

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 financial
statements and the reported amounts of revenue,
expenses, and other changes in net assets during
the reporting period. Actual results could differ
from those estimates.

Fair Value Disclosures

The estimated fair value amounts have been
determined by the Fund using available
market information and appropriate valuation
methodologies. These estimates are subjective
in nature and involve uncertainties and matters
of considerable judgment. Accordingly, the
estimates presented herein are not necessarily
indicative of the amounts the Fund could
realize in a current market exchange. The use
of different assumptions, judgments, and/or
estimation methodologies may have a material
effect on the estimated fair value amounts. All
investment securities are carried at fair value in
the financial statements.

Reclassification

Certain reclassifications were made to amounts
in the 2006 financial statements to conform to
the classification used in 2007.
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Notes to Financial Statements

Note 2 - Investments

Investments consisted of the following at June 30:

2007 2006
Cost Fair Value Cost Fair Value
Marketable securities:

Domestic fixed income securities  $ 22,417,295 $ 22,210,682 $ 23,031,651 $ 22,842,884
International fixed income securities 8,943,380 8,828,179 8,997,215 8,868,396
U.S. equity securities 45,364,224 52,958,767 29,579,646 50,577,022
Foreign equity securities 37,362,477 51,518,775 42,890,883 46,487,092
Total marketable securities 114,087,376 135,516,403 104,499,395 128,775,394

Alternative investments:
Hedge funds and multi strategy 30,000,000 33,947,011 30,000,000 32,137,008
Oil and gas 6,880,018 7,074,503 2,694,370 2,591,123
Private equity and venture capital 1,108,097 1,109,156 160,000 160,000
Real estate 4,484,055 5,252,696 3,458,203 3,567,905
Commodities and natural resources 7,492,576 7,526,497 9,546,287 10,259,874
Foreign currency 3,500,000 3,481,096 - -
Total alternative investments 53,464,746 58,390,959 45,858,860 48,715,910
Total $167,552,122 $193,907,362 $150,358,255 $177,491,304

Note 3 - Grants Payable

Unconditional grants are recognized as an expense at the time of formal approval by the full board of
trustees. A present value discount for grants to be paid beyond one year has been calculated using a
rate of approximately 4.75 percent and 5 percent at June 30, 2007 and 2006, respectively. At June 30,
2007 and 2006, the total discount on grants payable was $197,034 and $306,351, respectively

The following summarizes the changes in grants payable:

2007 2006
Grants payable - Beginning of year $ 4,082,357 $ 6,147,091
Grants approved 7,587,030 5,798,880
Payments made (8,550,613) (7,879,463)
Change in discount on grants payable 109,317 15,849
Other adjustments (125) -

Grants payable - End of year

$ 3,227,966

$ 4,082,357

Conditional grants are expensed when such conditions are substantially met. Conditional grants
approved for future payment were $500,000 and $750,000 at June 30, 2007 and 2006, respectively.
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Note 4 - Excise Taxes

The Fund’s excise tax expense (reduction) as of June 30, 2007 and 2006 is comprised
of the following:

2007 2006
Current $ 287,069 $ 343,423
Deferred (reduction) (1,675) (350,427)
Total excise tax expense (reduction) $ 285,394 $ (7,004)

The deferred excise tax liability on the balance sheet represents the tax on unrealized gains on
investment securities.

Note 5 - Commitments

As of June 30, 2007, the Fund has outstanding commitments to purchase various investments in the
amount of approximately $31,253,000.

Note 6 - Pension and Other Postretirement Benefit Plans

The Fund sponsors a noncontributory defined benefit plan covering eligible current and former

full time employees. During the year, the Fund implemented Statement of Financial Accounting
Standards No. 158 (SFAS 158). The following table sets forth the funded status of the plan and other
information as of and for the years ended June 30, 2007 and 2006:

Obligations and Funded Status

2007 2006
Projected benefit obligation $ (1,025,987) $ (886,195)
Fair value of plan assets at beginning of year 657,988 593,627
Funded status at end of year $ (367,999) $ (292,568)

Amounts recognized in the balance sheet consist of accrued pension liability in the amount of
$367,999 and $93,462 at June 30, 2007 and 2006, respectively.

Amounts recognized as a change in net assets consist of the following:

2007 2006
Net loss $ 141,025 $ -
Adjustment for change in measurement date 26,702 -
Total $ 167,727 $ -

The accumulated benefit obligation was $688,576 and $583,853 at June 30, 2007 and 2006, respectively.
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Net Periodic Benefit Cost, Employer Contributions, and Benefits Paid

2007 2006
Net periodic benefit cost $ 106,810 $ 93,462
Employer contributions - -
Benefits paid 17,945 31,384
Assumptions
Percent
2007 2006
Actuarial assumptions used to determine benefit obligations at June 30:
Discount rate 6.25 6.00
Increase in future compensation levels 5.00 5.00
Actuarial assumptions used to determine net periodic benefit cost for years ended June 30:
Discount rate 6.00 5.75
Expected long term return on plan assets 8.00 8.00
Rate of compensation increase 5.00 5.00

The overall expected rate of return on plan assets represents a weighted average composite rate based on
the historical rates of returns of the respective asset classes adjusted for anticipated market movements.

Plan Assets

The Fund’s pension plan weighted average asset allocations at June 30, 2007 and 2006, by asset
category, are as follows:

Percent
2007 2006
Equity securities 67 67
Debt securities 32 33
Other 1 -
Total 100 100

The goals of the investment program are to fully fund the obligation to pay retirement benefits in
accordance with the plan documents and to provide returns that, along with appropriate funding from
the Fund, maintain an asset/liability ratio that is in compliance with all applicable laws and regulations
and assures timely payment of retirement benefits. The target allocation range of percentages for each
major category of plan assets is as follows:

Equity securities 67%

Debt securities 33%
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No contributions are expected to be made in the next fiscal year.

The following benefit payments, which reflect expected future service, as appropriate, are expected to
be paid:

2008 $ 13,881
2009 13,365
2010 12,809
2011 12,211
2012 11,571
2013 -2017 62,872

Additional Information
To the Board of Trustees
McGregor Fund

We have audited the financial statements of McGregor Fund as of June 30, 2007 and 2006. Our audits
were made for the purpose of forming an opinion on the financial statements taken as a whole. The
schedule of details of support activities is presented for the purpose of additional analysis and is not a
required part of the basic financial statements. The information has been subjected to the procedures
applied in the audits of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

August 10, 2007

Details of Support Activities

Year Ended June 30, 2007 June 30, 2006

Management and General Expenses
Salaries and benefits $ 657,284 $ 582,625
Legal, accounting, and other professional fees 40,435 43,102
Other administrative expenses 195,284 175,886
Total management and general expenses $ 893,003 $ 801,613
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Trustees, Officers and Staff

McGregor Fund Board of Trustees
Back Row (left to right): William W. Shelden, Jr., Susan Schooley, M.D., James B. Nicholson, Dave Bing,
C. David Campbell; Front Row (left to right): Cynthia N. Ford, Eugene A. Miller, Ruth R. Glancy, Ira J. Jaffe

Photo by Glenn Triest
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