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Independent Auditors’ Report

The Board of Trustees
General Mills Foundation:
We have audited the accompanying statements of financial position of General Mills Foundation
(the Foundation) as of May 31, 2011 and 2010, and the related statements of activities and cash flows for
the years then ended. These financial statements are the responsibility of the Foundation’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 audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Foundation’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
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 the General Mills Foundation as of May 31, 2011 and 2010, and the statements of
activities and cash flows for the years then ended, in conformity with U.S. generally accepted accounting
principles.

August 30, 2011

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.

GENERAL MILLS FOUNDATION
Statements of Financial Position
May 31, 2011 and 2010
Assets

2011

2010

324,461
185,323
47,548,410
15,858,363

457,416
230,616
33,274,757
7,122,722

Total investments

63,916,557

41,085,511

Cash and cash equivalents
Securities held as collateral (note 4)
Purchased interest receivables
Due from General Mills, Inc. and subsidiaries

296,798
—
803
42,300,000

3,671,313
143,551
1,746
33,700,000

$

106,514,158

78,602,121

$

—
3,390,768
6,006

147,375
3,188,895
21,006

3,396,774

3,357,276

103,117,384

75,244,845

106,514,158

78,602,121

Investments, at fair value: * (note 3)
Fixed income investments
Private equity funds
Other investment funds
Common/collective trust

$

Total assets
Liabilities and Net Assets
Liabilities:
Payable upon return of securities loaned (note 4)
Grants payable (note 5)
Accrued expenses
Total liabilities
Net assets:
Unrestricted
Total liabilities and net assets

$

* Including securities on loan of $0 and $144,780 at May 31, 2011 and 2010, respectively (note 4).
See accompanying notes to financial statements.
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GENERAL MILLS FOUNDATION
Statements of Activities
Years ended May 31, 2011 and 2010
Unrestricted
2011

2010

42,300,000

33,700,000

323,573
589,182
10,723,978
(2,624)
98

314,061
197,753
5,029,480
1,741
319

53,934,207

39,243,354

23,838,047
1,764,873
323,573
135,175

20,295,986
2,158,517
314,061
115,500

Total expenses

26,061,668

22,884,064

Change in net assets

27,872,539

16,359,290

75,244,845

58,885,555

103,117,384

75,244,845

Revenues and investment income:
Contributions from General Mills, Inc. and subsidiaries
Contributions of operating costs from General Mills, Inc.
and subsidiaries
Interest and dividend income
Net realized and unrealized gain on investments
Net unrealized (loss) gain on securities held as collateral
Securities lending income

$

Net revenues and investment income
Expenses:
Grants approved and paid, including gift matching contributions of
$1,909,864 and $1,853,777 in 2011 and 2010, respectively
Grants approved but unpaid
Operating costs
Other

Net assets at beginning of year
Net assets at end of year

$

See accompanying notes to financial statements.
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GENERAL MILLS FOUNDATION
Statements of Cash Flows
Years ended May 31, 2011 and 2010

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Net realized and unrealized (gain) on investments
Changes in assets and liabilities:
Securities held as collateral
Purchased interest receivables
Due from General Mills, Inc. and subsidiaries
Payable upon return of securities loaned
Grants payable and other accrued expenses

$

Net cash provided by operating activities
Cash flows used in investing activities:
Purchase of investments
Proceeds from sale of investments
Net cash used in investing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

2011

2010

27,872,539

16,359,290

(10,723,978)

(5,029,480)

143,551
943
(8,600,000)
(147,375)
186,873

(3,991)
651
3,100,000
2,250
103,208

8,732,553

14,531,928

(12,543,984)
436,916

(11,951,550)
54,978

(12,107,068)

(11,896,572)

(3,374,515)

2,635,356

3,671,313

1,035,957

Cash and cash equivalents at end of year

$

296,798

3,671,313

Supplemental disclosure of cash flow information:
Cash (refunded) during the period for taxes

$

—

(58,837)

See accompanying notes to financial statements.
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

(1)

Description of Organization
The General Mills Foundation (the Foundation) focuses on grant making, scholarships, and employee gift
matching. Generally, the Foundation grants are targeted in the areas of youth nutrition and fitness, social
services, education, and arts and culture.

(2)

Summary of Significant Accounting Policies
(a)

Financial Statement Presentation
The accompanying financial statements have been prepared under the accrual basis method of
accounting in accordance with U.S. generally accepted accounting principles.

(b)

Adoption of New Accounting Standards
In January 2010, the Financial Accounting Standards Board issued Accounting Standards Update
2010-06, Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures about Fair
Value Measurements (ASU 2010-06). ASU 2010-06 requires additional disclosures regarding
significant transfers in and out of Level 1 and Level 2 fair value measurements, including a
description of the reasons for the transfers. Further, this ASU requires additional disclosures about
purchases, sales, issuances, and settlements relating to the activity in Level 3 fair value
measurements. ASU 2010-06 is effective for annual reporting periods beginning after December 15,
2009, except for the disclosures about purchases, sales, issuances, and settlements relating to the
activity in Level 3 fair value measurements. Those disclosures are effective for fiscal years
beginning after December 15, 2010. The adoption of ASU 2010-06 did not have a material impact on
the Foundation’s financial statements.

(c)

Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates and
assumptions.

(d)

Risks and Uncertainties
The Foundation’s assets are held in a variety of investments. Investments in general are exposed to
various risks, such as interest rate, credit, and overall market volatility. Due to the level of risk
associated with certain investments, it is reasonably possible that changes in the values of the
investments will occur in the near term and that such changes could materially affect the amounts
reported in the statements of financial position.

(e)

Net Asset Classifications
No restrictions are placed on investments other than a requirement for approval by the board of
trustees. The Foundation’s portfolio is principally managed by trustees who have discretion over
investments. The investments in the accompanying financial statements are stated at fair value.
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

Realized gains and losses on disposition of investments are recorded on the basis of average cost and
are recognized on the trade date.
The Foundation’s net assets are classified based on the existence or absence of donor-imposed
restrictions. As of May 31, 2011 and 2010, the Foundation had no permanently or temporarily
restricted net assets. Accordingly, the net assets of the Foundation and the changes therein are
classified and reported as unrestricted.
(f)

Investments
The Bank of New York Mellon is the trustee and custodian of the Foundation’s investments.
Investment managers each manage a portion of the investments and make investment decisions for
the assets for which they are responsible within specific guidelines established by the Foundation’s
trustees.
Transactions and assets of each of the investments are accounted for utilizing the following
accounting policies:
•

Investments are valued as follows:
–

Fixed income investments traded on national exchanges are valued by the trustee at
closing prices on the valuation date.

–

Unlisted investments are valued at market prices quoted by various markets,
publications, and/or independent pricing services.

–

Common/collective trusts are valued at unit values provided by investment managers,
which are based on the fair value of the underlying investments.

–

Partnership/joint venture investments are valued at fair value, which is generally based
on the net asset value or capital balance as reported by the partnership/joint venture
subject to the review and approval of investment managers and their consultants.
Distributions are classified according to descriptions provided by the partnership/joint
ventures. As there is not a liquid market for some of the private equity investments,
realization of the estimated fair value of such investments is dependent upon transaction
between willing sellers and buyers.

–

Other investment funds consist of a commingled fund that is valued based on the net
asset value or capital balance as reported by the investment manager and a mutual fund
that is valued by the trustee at closing prices on the valuation date.

•

Dividends, interest income, and administrative expenses are recorded on the accrual basis.

•

Purchases and sales of securities are recorded on a trade-date basis.

•

Deposits to and withdrawals from each investment are made at fair value determined as of the
end of the business day preceding the transaction.
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

(g)

Contributions
The Foundation receives contributions from General Mills, Inc. and subsidiaries based on its
operating results. Contributions are typically approved prior to the Foundation’s year-end but are
paid subsequent to its year-end and, therefore, are recorded as a receivable at May 31, 2011 and
2010.

(h)

Statements of Cash Flows
For purposes of the statements of cash flows, the Foundation considers all highly liquid investments
with an original maturity of three months or less to be cash equivalents.

(i)

Federal Income Tax Status
The Foundation is classified as a tax-exempt organization under Section 501(c)(3) and is a private
foundation under Section 509(a) of the Internal Revenue Code. The Foundation is subject to a 2%
federal excise tax on net investment income and unrelated business income tax associated with
certain investments.
Under the Tax Reform Act of 1969, the Foundation is required to make certain minimum
distributions in accordance with a specified formula. At May 31, 2011, the Foundation was in
compliance with those requirements.
The Foundation has investments that potentially generate unrelated business income. The Foundation
has recorded tax on this income, pursuant to Section 511 of the Internal Revenue Code, in the
accompanying statements of activities as other and in the accompanying statements of financial
position as accrued expenses.

(j)

Subsequent Events
Subsequent events have been evaluated through August 30, 2011.

(3)

Investments
Investments are carried at fair value and realized and unrealized gains and losses are reflected in the
statements of activities. The investments’ fair value, cost, and net unrealized gain (loss) were as follows at
May 31, 2011:

Investments:
Fixed income investments
Private equity funds
Other investment funds
Common/collective trust
Total

Net unrealized
gain (loss)

Fair value

Cost

$

324,461
185,323
47,548,410
15,858,363

281,343
1,033,705
45,338,797
13,126,170

43,118
(848,382)
2,209,613
2,732,193

$

63,916,557

59,780,015

4,136,542
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

Following is a summary of changes in relationships between carrying values and cost of investment assets
for fiscal year 2011:

End of year
Beginning of year

$

Fair value

Cost

63,916,557
41,085,511

59,780,015
47,713,093

Net gain
(loss)
4,136,542
(6,627,582)

Unrealized net gain for
the year

10,764,124

Realized net loss for the year

(40,146)

Net realized and unrealized
gain on investments for
the year

$

10,723,978

The investments’ fair value, cost, and net unrealized gain were as follows at May 31, 2010:

Investments:
Fixed income investments
Private equity funds
Other investment funds
Common/collective trust
Total

Net unrealized
loss

Fair value

Cost

$

457,416
230,616
33,274,757
7,122,722

467,532
1,039,929
38,833,915
7,371,717

(10,116)
(809,313)
(5,559,158)
(248,995)

$

41,085,511

47,713,093

(6,627,582)

Following is a summary of changes in relationships between carrying values and cost of investment assets
for fiscal year 2010:

End of year
Beginning of year

$

Fair value

Cost

Net gain
(loss)

41,085,511
24,159,459

47,713,093
35,820,027

(6,627,582)
(11,660,568)

Unrealized net gain for
the year

5,032,986

Realized net loss for the year

(3,506)

Net realized and unrealized
gain on investments for
the year

$
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

Accounting Standards Codification (ASC) 820, Improving Disclosures about Fair Value Measurements,
establishes and requires disclosure of a fair value hierarchy, separately for each major category of assets
and liabilities that segregates fair value measurements into levels (Levels 1, 2, and 3). Categorization of
fair value measurements is determined by the nature of the inputs as follows: inputs using quoted prices in
active markets for identical assets or liabilities (Level 1), significant other observable inputs (Level 2), and
significant unobservable inputs (Level 3). Valuation levels are not necessarily an indication of the risk
associated with investing in those securities.
The following tables summarize the Foundation’s investments that were accounted for at fair value within
the fair value hierarchy of ASC 820 as of May 31, 2011 and 2010:
2011
Description
Fixed income investments
Private equity funds
Other investment funds
Common/collective trust
Total

Total

Level 1

Level 2

Level 3

$

324,461
185,323
47,548,410
15,858,363

144,461
—    
11,464,815
—    

180,000
—    
36,083,595
15,858,363

—    
185,323
—    
—    

$

63,916,557

11,609,276

52,121,958

185,323

Total

Level 1

2010
Description
Fixed income investments
Private equity funds
Other investment funds
Common/collective trust
Total

Level 2

Level 3

$

457,416
230,616
33,274,757
7,122,722

144,383
—    
5,960,846
—    

313,033
—    
27,313,911
7,122,722

—    
230,616
—    
—    

$

41,085,511

6,105,229

34,749,666

230,616

The Foundation’s objective is to utilize several types of investments in order to meet a desired benchmark.
The investment managers generally utilize an investment strategy similar to the overall objective of the
Foundation, which is to gain exposure to fixed income securities, private and partnership/joint venture
investment markets, and the overall equity markets.
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

The following table is a rollforward of the Level 3 investments during the year ended May 31, 2011:
June 1,
2,010    

Description

Total gains or Purchases, sales,
losses (realized/ issuances, and
unrealized) settlements (net) Transfers in

Transfers out

May 31,
2,011    

Private equity funds

$

230,616

(39,069)

(6,224)

—

—

185,323

Total

$

230,616

(39,069)

(6,224)

—

—

185,323

$

(39,069)

Net change in unrealized losses
included in net change
in statement of activities for
the period relating to assets
and liabilities held at
May 31, 2011:
Private equity funds

The following table is a rollforward of the Level 3 investments during the year ended May 31, 2010:
June 1,
2009

Description
Private equity funds
Other investment funds
Total
Net change in unrealized losses
included in net change
in statement of activities for
the period relating to assets
and liabilities held at
May 31, 2010:
Private equity funds

Total gains or Purchases, sales,
losses (realized/ issuances, and
unrealized)
settlements (net)

Transfers out

May 31,
2010

$

986,287
22,705,543

(755,671)
—

—
—

—
(22,705,543)

230,616
—

$

23,691,830

(755,671)

—

(22,705,543)

230,616

$

(755,671)

In the year ended May 31, 2010, there were transfers out of Level 3 investments based on the Foundation’s
adoption of ASU No. 2009-12, Fair Value Measurements and Disclosures (Topic 820): Investments in
Certain Entities That Calculate Net Asset Value per Share (or Its Equivalent), in which the net asset value
of an investment may be used as a practical expedient to determining fair value. Fair value is defined as its
current exit price and an investment’s net asset value may differ from its current exit price but
ASU 2009-12 concludes that the cost and effort needed to determine these potential adjustments to net
asset value to determine a fair value estimate would outweigh the financial reporting benefits. The
Foundation used ASU 2009-12 as guidance in transferring assets related to the other investment funds from
a Level 3 classification at May 31, 2009 to a Level 2 classification at May 31, 2010. There was no change
in basis for valuing the assets between Level 2 and Level 3. Management simply modified its interpretation
of how these investments should be disclosed under ASC 820.
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

The Plan recognizes transfers into and out of every level on the first day of the reporting period. There
were no transfers between Level 1 and 2 during the years ended May 31, 2011 and 2010.
The Foundation has $52,127,281 of investments in alternative investment funds, which are reported at fair
value. The Foundation has concluded that the net asset value reported by the underlying funds
approximates the fair value of the investment. However, changes in market conditions and the economic
environment may significantly impact the net asset value of the funds and, consequently, the fair value of
the Foundation’s interests in the funds. Of the amounts reported at net asset value, $51,941,958 of those
investments are redeemable with the trust or fund at net asset value with a redemption frequency ranging
from daily to annually and a redemption notice period ranging from daily to 30 days. Of the amounts
reported at net asset value, the Foundation has $185,323 invested in alternative funds that do not provide
for liquidity in the form of discretionary withdrawals. These alternative funds are generally locked up for
several years and the lock-up period can be extended at the discretion of the alternative fund. There were
no unfunded commitments to these funds at May 31, 2011.
Although a secondary market exists for these alternative investment funds, it is not active and individual
transactions are typically not observable. When transactions do occur in this limited secondary market,
they may occur at amounts other than the reported net asset value. It is, therefore, reasonably possible that
if the Foundation were to sell these investments in the secondary market a buyer may require an amount
other than the reported net asset value, and the difference could be significant.
(4)

Securities Lending
The Foundation may loan securities in return for securities, irrevocable letters of credit, or cash collateral,
which is invested in various corporate bonds, short-term fixed income securities, and repurchase
agreements. The Foundation may receive compensation for lending securities in the form of fees or by
retaining a portion of interest on the investment securities or cash received as collateral. The Foundation
also continues to receive interest or dividends on the securities loaned. Security loans are secured at all
times by collateral, although the loans may not be fully supported at all times if, for example, the
instruments in which cash collateral is invested decline in value or the borrower fails to provide additional
collateral when required in a timely manner or at all. Collateral received from the borrower must be
maintained at a minimum of 102% of the market value of the loaned securities throughout the life of the
loan. Gains or losses in the market price of the securities loaned that may occur during the term of the loan
are reflected in the value reported by the Foundation. The risks from securities lending are that the
borrower may not provide additional collateral when required or return the securities when due and that the
proceeds from the sale of investments made with cash collateral received will be less than required to be
returned to the borrowers.
Securities on loan to brokers from the Foundation were valued at $0 and $144,780 at May 31, 2011 and
2010, respectively. For collateral, the Foundation’s custodian received cash collateral valued at $0 and
$147,375 at May 31, 2011 and 2010, respectively. This amount is included in payable upon return of
securities loaned on the statements of financial position. Fee income from securities lending amounted to
$98 and $319 for the years ended May 31, 2011 and 2010, respectively. Due to market value fluctuations,
the value of the investments purchased with cash collateral received is less than the amount due to brokers
upon return of securities on loan at May 31, 2010. This difference in value reduced the net assets of the
Foundation at May 31, 2010.
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GENERAL MILLS FOUNDATION
Notes to Financial Statements
May 31, 2011 and 2010

(5)

Grants Payable
The Foundation has approved a total of $3,416,000 and $3,238,000 in grants for future payment to various
organizations at May 31, 2011 and 2010, respectively.

2011
Grants payable before unamortized discount
Less unamortized discount (at 1.080% and 1.657% at
May 31, 2011 and 2010, respectively)
Total grants payable
Amounts owed in:
Less than one year
One to five years
Total
(6)

$

2010

3,416,000

3,238,000

(25,232)

(49,105)

$

3,390,768

3,188,895

$

1,558,000
1,858,000

1,563,000
1,675,000

$

3,416,000

3,238,000

Related Party
Substantially all the facilities, personnel, and operating costs of the Foundation are provided by General
Mills, Inc. to the Foundation and are shown as additional contributions and expenses on the accompanying
statements of activities.
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