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Independent Auditor’s Report

To the Board of Trustees
University of Northern Iowa Foundation
University of Northern Iowa Properties Corporation and
University of Northern Iowa Research Foundation
Cedar Falls, Iowa

Report on the Financial Statements
We have audited the accompanying combined financial statements of University of Northern Iowa
Foundation, University of Northern Iowa Properties Corporation and University of Northern Iowa Research
Foundation, which comprise the combined statements of financial position as of June 30, 2014 and 2013,
and the related combined statements of activities and cash flows for the years then ended and the related
notes to the combined financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these combined 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 combined 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 combined 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 combined financial statements are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the combined financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the combined 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 combined 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
combined financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion
In our opinion, the combined financial statements referred to above present fairly, in all material respects,
the combined financial position of University of Northern Iowa Foundation, University of Northern Iowa
Properties Corporation and University of Northern Iowa Research Foundation as of June 30, 2014 and
2013, and the combined changes in their net assets and their cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Des Moines, Iowa
October 20, 2014
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University of Northern Iowa Foundation
Combined Statements of Financial Position
June 30, 2014 and 2013
2013

2014
Assets
Cash and cash equivalents
Investments
Pledges receivable, net
Life insurance cash value
Building and equipment, net
Other

$

Total assets

621,966
127,292,490
6,057,690
1,444,554
693,865
433,291

$

299,641
104,420,848
14,799,317
1,377,593
786,465
364,755

$ 136,543,856

$ 122,048,619

$

$

Liabilities and Net Assets
Liabilities
Accounts payable, accrued expenses and other liabilities
Annuities payable
Annuity trusts payable
Unitrusts payable
Total liabilities
Net Assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See Notes to Combined Financial Statements.
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1,384,947
1,962,405
874,140
451,013
4,672,505

400,564
1,756,958
900,647
469,579
3,527,748

8,892,299
40,986,283
81,992,769
131,871,351

6,213,459
33,826,387
78,481,025
118,520,871

$ 136,543,856

$ 122,048,619

University of Northern Iowa Foundation
Combined Statements of Activities
June 30, 2014 and 2013
2014
Temporarily
Permanently
Restricted
Restricted
Net Assets
Net Assets

Unrestricted
Net Assets
Revenue, support and reclassifications:
Contribution revenue
Investment return
Miscellaneous income
Reclassifications attributed to
underwater endowments
Net assets released from restrictions

$

1,218,826
3,960,925
24,212

$

6,858,754
10,509,485
16,078

$

3,271,503
622,319
-

Total
Net
Assets
$

(676,588)
10,710,093

676,588
(10,710,093)

15,237,468

7,350,812

3,893,822

26,482,102

4,557,282
4,593,058
911,902
2,225,306
22,280
92,600

173,811
-

54,385
-

4,557,282
4,593,058
911,902
2,225,306
250,476
92,600

156,200

17,105

327,693

500,998

12,558,628

190,916

382,078

13,131,622

Change in net assets

2,678,840

7,159,896

3,511,744

13,350,480

Net assets, beginning of year

6,213,459

33,826,387

78,481,025

118,520,871

Total revenue, support
and reclassifications
Expenses and adjustments:
Scholarship expenses
Programming expenses
Administrative expenses
Fundraising expenses
Uncollectible pledges (recoveries)
Depreciation expense
Present value liability actuarial
adjustment
Total expenses and
adjustments

Net assets, end of year

$

8,892,299

See Notes to Combined Financial Statements.
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$

40,986,283

-

11,349,083
15,092,729
40,290

$

81,992,769

-

$

131,871,351

2013
Temporarily
Restricted
Net Assets

Unrestricted
Net Assets
$

1,977,972
3,404,515
25,600

$

(458,732)
7,950,895

$

458,732
(7,950,895)

12,900,250

11,253

10,888,093

Total
Net
Assets

18,432,305
384,503
-

$

-

4,830,056

3,557,135
4,083,296
952,470
2,150,803
40,535
92,601

$

7,372,808
4,937,329
12,082

Permanently
Restricted
Net Assets

27,783,085
8,726,347
37,682
-

18,816,808

36,547,114

(17,706)
-

(38,982)
-

3,557,135
4,083,296
952,470
2,150,803
(16,153)
92,601

17,194

204,249

232,696

165,267

11,052,848

(512)

2,012,157

4,830,568

18,651,541

25,494,266

4,201,302

28,995,819

59,829,484

93,026,605

6,213,459

$

33,826,387

$

78,481,025

$
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118,520,871

University of Northern Iowa Foundation
Combined Statements of Cash Flow
Years Ended June 30, 2014 and 2013
2014
Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
(used in) operating activities:
Depreciation
Donated assets
Investment (gains), net
Gains in cash value of life insurance
Losses on sale of donated assets
Cash proceeds from sale of unrestricted donated assets
Change in annuity and unitrust obligations
Uncollectible pledges
Net contributions restricted for long-term investment
Changes in assets and liabilities:
(Increase) decrease in pledges receivable
(Increase) decrease in other
Increase (decrease) in accounts payable, accrued expenses and other
(Decrease) in pledges payable
Net cash (used in) operating activities

$

Cash Flows from Investing Activities
Purchase of investments
Sale of investments
Cash proceeds from sale of donated assets
Net cash (used in) investing activities
Cash Flows from Financing Activities
Net contributions restricted for long-term investment
Charitable gift annuities established
Net payments of annuities, annuity trust and unitrust obligations
Cash proceeds from sale of restricted donated assets
Net cash provided by financing activities

Cash and Cash Equivalents
Beginning of year
$

See Notes to Combined Financial Statements.
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$

25,494,266

92,600
(2,079,125)
(13,794,480)
(66,961)
22,958
108,241
500,998
250,476
(9,512,048)

92,601
(111,130)
(7,646,294)
(64,809)
5,790
232,693
(16,153)
(11,661,929)

8,491,151
(43,062)
984,383
(1,694,389)

(7,442,474)
101,199
(48)
(294,800)
(1,311,088)

(51,546,752)
43,569,590
523,505
(7,453,657)

(25,855,386)
16,051,066
86,364
(9,717,956)

9,512,048

11,661,929
43,022
(445,708)
11,259,243

107,541
(448,165)
298,947
9,470,371

Net increase in cash and cash equivalents

End of year

13,350,480

2013

322,325

230,199

299,641

69,442

621,966

$

299,641

University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 1.

Summary of Significant Accounting Policies

Organization: The University of Northern Iowa Foundation (Foundation) is organized and operated
exclusively for educational and scientific purposes. It is authorized to accept, hold, administer, invest and
disburse monies for the direct benefit of the University of Northern Iowa (the University).
The University of Northern Iowa Properties Corporation is organized to receive, hold, manage and
administer real property and tangible personal property for the use and benefit of the Foundation.
The University of Northern Iowa Research Foundation is organized to advance, develop, increase and
extend the progress of science and useful arts through encouraging and assisting investigation, research,
and education at the University of Northern Iowa. This is accomplished by furnishing the means, methods
and agencies by which ideas, creations, discoveries, inventions and processes may be protected and the
uses thereof determined and safeguarded for the public, and to manage, license, and dispose of
proprietary rights in ideas, creations, discoveries and inventions and processes of any nature.
Basis of combination: The accompanying combined financial statements include the activities of the
University of Northern Iowa Foundation, University of Northern Iowa Properties Corporation and
University of Northern Iowa Research Foundation (the Organization). All material transactions between
these organizations have been eliminated. Combined financial statements are presented because the
organizations share the objectives of promoting and benefiting the University.
Basis of accounting: The Foundation classifies its activities and net assets into three categories:
unrestricted, temporarily restricted, or permanently restricted, based on the absence or existence of
external (donor) imposed restrictions. The accounts of the Foundation are maintained in accordance with
the principles of fund accounting. Under fund accounting, resources for various purposes are classified
into funds established according to their nature and purpose. Separate funds are maintained for each
purpose; however, in the accompanying combined financial statements, funds that have similar
characteristics have been combined.
Contributions and net assets: Contributions received and unconditional promises to give are recorded
as increases in unrestricted, temporarily restricted, or permanently restricted net assets, depending on
the existence and/or nature of any donor restrictions. The Board of Trustees (the Board) of the
Foundation may designate a portion of its unrestricted net assets for various purposes. A description of
the three net asset categories follows:
Unrestricted net assets include contributions for which there are no donor imposed restrictions. They
include designated net assets used to carry out the general mission of the University, plant net assets
for the construction and maintenance of capital projects and undesignated net assets that have not
been designated by the Board of Trustees as to where they will be spent.
Temporarily restricted net assets include contributions for which donor imposed restrictions have not
been met and charitable gift annuities and charitable remainder trusts for which proceeds have not
been realized. Purpose restrictions include support for student scholarships, department programs and
capital projects. Temporarily restricted contributions whose restriction is met in the same year received
are recorded as unrestricted contributions.
Permanently restricted net assets include contributions for which donor imposed restrictions require
investment in perpetuity and only the agreed upon payout be made available to carry out the mission of
the University. For permanent endowments, earnings in excess of the corpus are temporarily restricted
until appropriated by the board. Also included are charitable gift annuities and charitable remainder
trusts in which the donor has permanently restricted the use of the Foundation’s interest in the assets.
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University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 1.

Summary of Significant Accounting Policies (Continued)

Cash and cash equivalents: The Foundation considers all highly liquid debt instruments purchased with
a maturity of three months or less to be cash equivalents.
Investments: Investments are managed by the Foundation Treasurer and external managers, in
accordance with the Board’s policy. The Foundation carries investments in marketable securities with
readily determinable fair values and all investments in debt securities at their fair values in the combined
statements of financial position. The Foundation reports the fair value of market alternatives, also known as
alternative investments, using the practical expedient. The practical expedient allows for the use of net asset
value (NAV), either as reported by the investee fund or as adjusted by the Foundation based on various
factors. Unrealized gains and losses are included in investment return in the change in net assets in the
accompanying combined statements of activities.
Investments may be exposed to various risks, such as interest rate, market and credit risks. As a result, it
is at least reasonably possible that changes in risks in the near term could affect investment balances,
and those effects could be significant.
Pledge receivables: Pledge receivables are recorded at their net present value using an effective
interest rate, less an allowance for doubtful pledges. Conditional promises to give are not recorded until
the condition is met.
Contribution of non-monetary assets and donated services: Donated securities, equipment, artwork,
and other non-monetary assets are recorded in the combined financial statements at their estimated fair
value at the date of receipt based primarily on publicly available information. The Foundation’s policy is to
sell donated securities soon after receipt to be able to use the funds for their specified purpose, unless
management determines that the security should be retained as an investment. The Foundation’s policy
is to transfer donated equipment, artwork, museum pieces and other non-monetary assets to the
University.
The Foundation recognizes revenue for certain services received at the fair value based on the current
rate for such services. These include professional assistance donated by doctors, consultants, and other
specialized service providers. The fair value of the donated services is reflected in revenue and included
in expenses in the following functional categories:
2013

2014
Department programs
Administrative and fundraising

$
$

159,212
5,748
164,960

$
$

97,599
6,725
104,324

In addition, the Foundation receives donated services from unpaid volunteers who assist in fundraising
and special projects. No amounts have been recognized in the combined statements of activities since
these services are not specialized services that would otherwise be purchased.
University commitments: From time to time the administration of the University asks the Foundation to
raise funds and provide financial support for given projects. Such requests are not recorded as liabilities
of the Foundation until the Board of Trustees votes to accept them.
Functional allocation of expenses: The costs of providing programs and other services have been
summarized on a functional basis in the combined statements of activities. Accordingly, certain costs
have been allocated among the programs and the supporting services benefited.
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University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 1.

Summary of Significant Accounting Policies (Continued)

Building and equipment: Purchased or constructed buildings and equipment are recorded at cost.
Depreciation is provided using the straight-line method over the estimated useful lives of the assets,
which vary from 5 to 20 years.
Split interest agreements: Contributions received under lifetime charitable gift annuity, remainder and
unitrust agreements are recorded at fair value at the inception of the trust and a liability is recorded equal
to the present value of the expected future payments to the life tenant. Annuity and life income obligations
are determined annually based on the ages and life expectancies of the donors using applicable interest
rates, at the date of the contribution, established by the Internal Revenue Service. Beneficial interest in
trusts are recorded at fair value at the inception of the trust, based upon the underlying assets.
Income taxes: The Organizations are exempt from income taxes under Section 501(c)(3) of the Internal
Revenue Code. Thus, no provision for income taxes is included in the accompanying combined financial
statements.
The Foundation follows the accounting guidance for accounting for uncertainty in income taxes. The
Foundation is subject to federal and state income taxes to the extent it has unrelated business income. In
accordance with the guidance for uncertainty in income taxes, management has evaluated their material
tax positions and determined that there are no income tax effects with respect to its financial statements.
The Foundation is no longer subject to examination by federal or state authorities for years prior to
June 30, 2011 nor have we been notified of any impending examination and no examinations are
currently in process.
Legal fees: Legal costs associated with loss contingencies are expensed as incurred.
Endowments: The Foundation’s endowment funds consist of numerous individual funds established to
support the mission of the University. These funds include both donor-restricted endowment funds and
funds designated by the Foundation’s Board of Trustees to function as endowments. As required by
accounting principles generally accepted in the United States of America, net assets associated with
endowment funds, including funds designated by the Board of Trustees to function as endowments, are
classified and reported based on the existence or absence of donor-imposed restrictions.
The Board of Trustees has interpreted the state Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Foundation has classified
as permanently restricted net assets (a) the original value of gifts donated to the permanent endowment,
(b) the original value of subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument at
the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment funds that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the organization in a manner consistent with the standard of prudence
prescribed by UPMIFA. In accordance with UPMIFA, the Foundation considers the following factors in
making a determination to appropriate or accumulate donor-restricted endowment funds: (1) the duration
and preservation of the various funds, (2) the purposes of the donor-restricted endowment funds, (3)
general economic conditions, (4) the possible effects of inflation and deflation, (5) the expected total
return from income and the appreciation of investments, (6) other resources of the organization, and (7)
the investment policies of the organization.
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University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 1.

Summary of Significant Accounting Policies (Continued)

Investment return objectives, risk parameters and strategies: The Foundation has adopted
endowment investment and spending policies which have been approved by the Board of Trustees.
The objective is to provide a predictable stream of funding to programs supported by endowment
funds while maintaining the purchasing power of those assets over the long-term. The investment
process seeks to achieve an after-cost total real rate of return, including investment income as well as
capital appreciation, which exceeds annual distributions with acceptable levels of risk.
Endowment assets are invested in a well diversified asset mix, which includes public and private
equities, private real estate, hedge funds, fixed income and cash. This diversified asset allocation is
intended to result in a consistent inflation-protected rate of return that has sufficient liquidity to make
distributions, while growing the funds, if possible. Investment risk is measured in terms of the total
endowment fund; investment assets and allocation between asset classes and strategies are managed
to reduce risk to the overall fund.
Spending policy: The Foundation’s Board of Trustees recognizes their fiduciary responsibility to
manage prudently the funds that have been and will be given to the Foundation. Spending from these
funds is intended to benefit the University in perpetuity; therefore, the spending policy is intended to
achieve a balance between preserving the purchasing power of the endowment principal and
maximizing current distributions to support the programs designated by the contributors. A weighted
average spending formula, comprised of market and inflation elements, is used to determine annual
spending.
Funds with deficiencies: From time to time, the fair value of assets associated with individual donorrestricted endowment funds may fall below the level that the donor or UPMIFA requires the
Foundation to retain as a fund of perpetual duration. Deficiencies of this nature, which result
primarily from unfavorable market fluctuations and continued appropriations deemed prudent by the
Foundation’s Board of Trustees, are reported as a reduction of unrestricted net assets.
Fair value of financial instruments: The following methods and assumptions were used to estimate the
fair value of each class of the Foundation’s financial instruments at June 30, 2014 and 2013:
Cash and cash equivalents, pledge receivables, accounts payable and other liabilities: The
carrying amounts approximate fair value because of the short maturity of these instruments.
Investment securities, except market alternatives: The fair values of fixed income, and domestic
and international equity investments are based on quoted market prices at the reporting date for those
or similar investments (Level 1). A portion of the fixed income investments are valued based on quoted
prices for similar instruments in active markets (Level 2).
Market alternatives: The Foundation reports the fair value of market alternative investments using the
practical expedient. The practical expedient allows for the use of net asset value (NAV), either as
reported by the investee fund or as adjusted by the Foundation based on various factors.
Annuity, annuity trusts and unitrusts payable: The fair value of obligations related to split interest
agreements is determined as the present value of expected future cash flows discounted at an
appropriate interest rate.
Beneficial interest in trust: The fair value of recorded beneficial interest in a non-custodial perpetual
trust is recorded based on the fair value of the underlying assets.
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University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 1.

Summary of Significant Accounting Policies (Continued)

Fair value measurements: The Foundation accounts for its investments at fair value. The Foundation
estimates fair value using the guidance established by the accounting guidance for Fair Value
Measurements, which defines fair value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date in its
principal market, or in the absence of a principal market, the most advantageous market for the
investment or liability. In accordance with the guidance, the Foundation has categorized its investments,
based on the priority of the inputs to the valuation technique which give the highest priority to quoted
prices in active markets and the lowest priority to unobservable inputs, into a three-level fair value
hierarchy. These levels are:
Level 1 - Valuation is based upon quoted prices for identical instruments traded in active markets.
Level 2 - Valuation is based upon quoted prices for similar instruments in active markets, quoted prices
for identical or similar instruments in markets that are not active, and model-based valuation
techniques for which all significant assumptions are observable in the market. Level 2 investments
also include market alternatives, measured using the practical expedient, that do not have any
significant redemption restrictions, lock ups, gates or other characteristics that would cause
liquidation and report date NAV to be significantly different.
Level 3 - Primarily all Level 3 investments are valued using the practical expedient. The practical
expedient allows for the use of NAV, either as reported by the investee fund or adjusted by the
Foundation based on various factors, to be used to determine fair value, under certain conditions.
These investments would have significant redemption and other restrictions that would limit the funds
ability to redeem out of the fund at report date NAV. The fair value of the investment is based on a
combination of audited financial statements of the investees and monthly or quarterly statements
received from the investees. The practical expedient may not be used on funds intended to, or in the
process of, liquidation. Such funds are valued based on the fund manager’s expectation of
liquidation proceeds. Level 3 investments also include beneficial interests in trusts as the Foundation
has no redemption rights with respect to trust assets and is valued based on the underlying trust
assets, which are primarily publicly traded. Other valuation techniques for level 3 investments include
option pricing models, discounted cash flow models and similar techniques.
Concentrations of credit risk: The Foundation maintains cash balances at various financial institutions.
From time to time, the cash balances may exceed the amounts insured by the Federal Deposit Insurance
Corporation, however management believes the Foundation is not exposed to any significant credit risk
related to those accounts.
Use of estimates: The preparation of combined financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates
and assumptions that affect certain reported amounts of assets, liabilities, revenues and expenses and
disclosure of contingent assets and liabilities. Accordingly, actual results could differ from those
estimates.
Current and pending accounting pronouncements: In October 2012, the FASB issued guidance which
requires not-for-profit entities to classify cash receipts from the “nearly immediate” sale of donated
financial assets as an operating activity in the statement of cash flows when received with no donorimposed restrictions. When the donor has restricted the use of the cash receipts from the sale of donated
financial assets, classification as a financing activity would be required. When financial assets are not
“nearly immediately” sold, classification as an investing activity would be appropriate. The guidance is
effective prospectively for fiscal years beginning after June 15, 2013. The Foundation has implemented
the guidance on a prospective basis starting for the year ended June 30, 2014.
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University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 1.

Summary of Significant Accounting Policies (Continued)

In April 2013, the FASB issued an ASU 2013-06 which amended previous guidance and will require a
recipient not-for-profit entity to recognize all services received from personnel of an affiliate that directly
benefit the recipient not-for-profit entity. The guidance is effective prospectively for fiscal years beginning
after June 15, 2014. The Foundation is currently evaluating the impact of this amendment on the financial
statements.
Reclassification: Certain items on the combined statement of activities as of June 30, 2013 have been
reclassified, with no effect on net assets, to be consistent with the reclassifications adopted for the year
ended June 30, 2014.
Note 2.

Investments

A summary of the investments held at June 30, 2014 and 2013, segregated by the valuation inputs under
the fair value hierarchy, is as follows:
June 30, 2014
Significant
Other
Significant
Observable
Unobservable
Inputs
Inputs
(Level 2)
(Level 3)

Quoted
Market Prices
for Identical
Assets
(Level 1)
Large cap equities
Mid/small cap equities
International equities
Fixed income
Money market
Living trusts and gift annuities:
Fixed income
Domestic equities
International equities
Beneficial interest in trust
Other
Market alternatives:
Real estate investments
Fund of funds
Commonfund limited partnerships
Other limited partnerships

$ 18,238,399
9,209,105
25,725,749
24,139,360
8,975,209

$

207,443
-

$

-

Total
$

18,238,399
9,209,105
25,725,749
24,346,803
8,975,209

2,050,800
2,722,512
606,131
-

179,689
100,733

1,510,694
-

2,230,489
2,722,512
606,131
1,510,694
100,733

$ 91,667,265

5,288,704
10,794,397
$ 16,570,966

4,657,334
7,669,252
1,671,907
3,545,072
$ 19,054,259

4,657,334
12,957,956
1,671,907
14,339,469
$ 127,292,490
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University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 2.

Investments (Continued)
June 30, 2013
Significant
Other
Significant
Observable
Unobservable
Inputs
Inputs
(Level 2)
(Level 3)

Quoted
Market Prices
for Identical
Assets
(Level 1)
Large cap equities
Mid/small cap equities
International equities
Fixed income
Money market
Living trusts and gift annuities:
Fixed income
Domestic equities
International equities
Beneficial interest in trust
Other
Market alternatives:
Real estate investments
Fund of funds
Commonfund limited partnerships
Other limited partnerships

$ 17,469,672
8,573,402
11,183,687
23,361,484
6,081,235

$

205,487
-

$

-

Total
$

17,469,672
8,573,402
11,183,687
23,566,971
6,081,235

2,118,110
2,472,596
435,945
-

180,140
100,733

360,286
-

2,298,250
2,472,596
435,945
360,286
100,733

$ 71,696,131

5,782,121
12,266,573
$ 18,535,054

2,361,740
6,944,446
1,496,295
3,026,896
$ 14,189,663

2,361,740
12,726,567
1,496,295
15,293,469
$ 104,420,848
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Investments (Continued)

The following table provide a summary of changes in fair value of the Foundation’s investments classified
as Level 3 within the fair value hierarchy for the years ended June 30, 2014 and 2013:

Beginning balance, July 1, 2012

$

Transfers from Level 3 to Level 2

Commonfund

Other

Real Estate

Fund of

Limited

Limited

Interest

Investments

Funds

Partnerships

Partnerships

in Trust

$ 14,727,241

$ 1,338,971

2,134,668
-

(7,063,251)

$

-

13,600,293

Beneficial

$

(10,275,791)

Total

342,861

$

-

32,144,034
(17,339,042)

Amounts included in net change in
net assets from operations from:
Unrealized gains or (losses)

205,447

Realized gains

707,364

-

Purchases of securities

45,000

20,753

(48,030)

-

103,347

185,037

17,425
-

902,959
288,384

-

246,851

56,240

-

348,091

(185,187)

(463,705)

-

Proceeds from sale of investments and
capital distributions

(4,491)

(1,350,000)

(2,003,383)

Reinvested interest income
(net of management fees)

(18,884)

Ending balance, June 30, 2013

(76,908)

(28,440)

2,361,740

6,944,446

1,496,295

443,070

1,121,771

(27,148)

-

(151,380)

3,026,896

360,286

14,189,663

120,625

65,188

50,408

1,801,062

50,842

308,731

Amounts included in net change in
net assets from operations from:
Unrealized gains or (losses)
Realized gains

30,512

Purchases of securities

-

1,878,900

1,200,000

-

750,385

(1,609,693)

-

(610,058)

-

390,085

1,100,000

4,929,285

Proceeds from sale of investments and
capital distributions

(62,002)

-

(2,281,753)

Reinvested interest income
(net of management fees)
Ending balance, June 30, 2014

12,728

4,145

$

4,657,334

5,114
$

7,669,252

$ 1,671,907

$

3,545,072

3,930

$

443,070

$

1,111,329

$

120,625

$

$

205,447

$

707,364

$

20,753

$

-

25,917

$ 1,510,694

$

19,054,259

63,188

$

50,408

$

1,788,620

(48,030)

$

17,425

$

902,959

Amount of unrealized gain related to financial
instruments held at June 30, 2014, and
included in the statement of activities
Amount of unrealized gain (loss) related to financial
instruments held at June 30, 2013, and
included in the statement of activities

At the beginning of 2013, management reviewed its investments, including redemption restrictions,
notification requirements and lock-up periods, and identified $17,339,042 of investments that were
previously classified as Level 3 that meet the Level 2 criteria, due to no redemption restrictions, lock-up
periods or gates. There were no transfers between levels during the year ended June 30, 2014.
Market alternatives are redeemable with the investee fund at NAV under the original terms of the
subscription agreement. Due to the nature of these investments, changes in market conditions and the
overall economic environment may significantly impact the NAV of the funds, and therefore the value of
the Foundation’s interest. It is therefore reasonably possible that, if the Foundation were to sell all or a
portion its market alternatives, the transaction value could be significantly different than the fair value
reported as of June 30.
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Investments (Continued)

The following table provides a summary of market alternatives at June 30, 2014 and 2013, by net asset
class, whose fair value is calculated using NAV per share, or its equivalent:

Real estate investments (a)
Fund of funds (b)
Common fund limited partnerships (c)
Other limited partnerships (d)

2013
Fair Value

2014
Fair Value

Description
$

4,657,334
12,957,956
1,671,907
14,339,469
$ 33,626,666

$

2,361,740
12,726,567
1,496,295
15,293,469
$ 31,878,071

Unfunded
Commitments
$

$

2,539,100
625,634
3,342,616
6,507,350

June 30, 2014
Redemption
Frequency
(if available)

Redemption
Notice Period

Not allowed
See below
Not allowed
See below

Not applicable
60-105 days
Not applicable
See below

(a) Represents fund of funds investments with a concentration in real estate with no particular
geographic concentration. Redemptions are not allowed; distributions, if any, are based on the
sales of the underlying assets.
(b) Includes funds of funds invested in private investments companies and hedge funds with no
particular industry or geographic concentration. Approximately $5.2M of the fund is redeemable
quarterly, with the balance redeemable annually.
(c) Represents limited partnership investments focused on private equity and emerging markets.
Redemptions are not allowed; distributions, if any, are based on the sales of the underlying
assets.
(d) Partnership investments are primarily swaps, equity and debt securities, options, foreign currency
and private investment pools, distressed securities and securitized assets with no particular
industry or geographic concentration. For approximately 25% of the partnership investments
redemptions are not allowed; distributions, if any, are based on the sales of the underlying assets.
The remaining 75% is subject to quarterly redemption notices between 60-90 days.
Interest, dividends, realized and unrealized gains and losses and management fees are recognized and
allocated to the various designated funds based on each individual funds’ average balance. The following
summarizes the investment return and its classification on the combined statements of activities for the
two years ended June 30:
June 30, 2014
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Interest and dividends
Realized and unrealized gains
Management fees

$

$

369,645
3,749,914
(158,634)
3,960,925

$

$

$

$

438,194
3,101,818
(135,497)
3,404,515
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$

$

95,240
550,011
(22,932)
622,319

$

$

June 30, 2013
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Interest and dividends
Realized and unrealized gains
Management fees

1,814,798
9,561,516
(866,829)
10,509,485

Total

$

$

1,371,676
4,314,381
(748,728)
4,937,329

$

$

112,166
294,904
(22,567)
384,503

2,279,683
13,861,441
(1,048,395)
15,092,729

Total
$

$

1,922,036
7,711,103
(906,792)
8,726,347

University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 3.

Pledges Receivable

Unconditional promises are included in the combined financial statements as pledges receivable and
revenue of the appropriate net asset category. Unconditional promises are recorded at their net
unrealizable value at the time the promise is made. Those promises expected to be collected in more
than one year are discounted at various rates based on the length of time the payments are to be
received. Unconditional promises are expected to be realized in the following periods:
2013

2014
In one year or less
Between one year and five years
More than five years

$

Less discounts to net present value
Less allowance for uncollectible pledges
$

1,726,766
3,423,745
1,573,579
6,724,090
(438,070)
(228,330)
6,057,690

$

2,988,725
10,827,229
1,809,150
15,625,104
(564,688)
(261,099)
$ 14,799,317

Pledges receivable at June 30, 2014 and 2013 have the following restrictions:
2013

2014
Unrestricted:
Undesignated
Temporarily restricted:
Scholarships and department programs
Plant
Permanently restricted:
Endowments - scholarships and department programs

$

$

159,069

$

178,870

3,545,864
1,708,472

5,048,663
1,099,126

644,285
6,057,690

8,472,658
$ 14,799,317

The Foundation also maintains a planned giving program through which contributors promise to give
amounts to be donated upon their death. These promises are not reflected in the combined financial
statements because they are subject to retraction at the discretion of the contributor. Any amounts
reflected as income in the combined financial statements are the amounts received during the year. As of
June 30, 2014 and 2013, conditional promises to give total approximately $111,000,000 and
$106,000,000, respectively.
Conditional promises to give are only recognized when the conditions on which they depend are
substantially met and the promises become unconditional.
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Building and Equipment

The Foundation constructed a building to be used for the Freeburg Early Childhood Education Program.
The building is located on land owned by Allen Health Systems, Inc., and will be leased by the
Foundation for one dollar per year under an agreement expiring June 30, 2016. The building is used by
the Tri-County Child and Family Development Council, Inc. under an agreement expiring June 30, 2016.
Rental income of approximately $13,000 and $12,000 was recognized for the years ending June 30, 2014
and 2013, respectively. Components of the building and equipment include the following as of June 30,
2014 and 2013:
2013

2014
Buildings
Landscaping and walkways
Fence and playground equipment
Furniture and fixtures
Total building and equipment
Less accumulated depreciation
Net buildings and equipment

Note 5.

$

$

1,820,427
26,671
69,129
122,390
2,038,617
1,344,752
693,865

$

$

1,820,427
26,671
69,129
122,390
2,038,617
1,252,152
786,465

Recurring Obligations - Split-interest Agreements

The Foundation is obligated to pay approximately $302,000 and $104,000 each year under existing
lifetime charitable gift annuities and charitable remainder annuity trust agreements based on original
contributions of approximately $3,787,000 and $1,668,000, respectively. The Foundation is obligated
under charitable remainder unitrust agreements to make payments based on trust income or on a fixed
percentage of the asset values. The Foundation’s obligation was approximately $69,000 and $68,000
during the years ended June 30, 2014 and 2013, respectively. Asset values were approximately
$2,284,000 and $2,084,000 as of June 30, 2014 and 2013, respectively.
In accordance with state law, to qualify and provide charitable gift annuities an organization must be in
continuous operation for three years and have a minimum value of unrestricted assets equal to the lesser
of $300,000 or five times the total amount of outstanding annuities ($16,437,785 at June 30, 2014). The
Foundation was in compliance with all aforementioned state requirements during both the years ended
June 30, 2014 and 2013.
Note 6.

Support Provided by The University of Northern Iowa

The Foundation reimburses the University for the salaries and benefits of the Foundation’s employees.
The University also provides office space, equipment maintenance, telephone support, and other
miscellaneous office supplies. At June 30, 2014 and 2013, approximately $991,400 and $68,200,
respectively, due to the University were included in accounts payable.

19

University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 7.

Restrictions on Net Assets

Net assets were released from donor restrictions by incurring expenses satisfying the purpose or time
restrictions specified by donors as follows:
2013

2014
Purpose restrictions accomplished:
Scholarships and department programs
Plant
Total restrictions released

$ 10,064,900
645,193
$ 10,710,093

$
$

7,815,352
135,543
7,950,895

Temporarily restricted net assets are available for the following purposes or periods:
2014
Program activities:
Scholarships and department programs
Plant
Charitable gift annuities
Charitable remainder unitrusts
Total temporarily restricted net assets

$ 38,841,600
1,479,724
41,383
623,576
$ 40,986,283

2013
$ 32,196,572
1,062,466
21,048
546,301
$ 33,826,387

Permanently restricted net assets are restricted for the following purposes:
2014
Endowment
Charitable gift annuities
Charitable remainder trust annuities
Charitable remainder unitrusts
Life Insurance Fund
Beneficial interest in trust
Total permanently restricted net assets
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$ 77,857,592
183,357
282,967
1,273,429
884,730
1,510,694
$ 81,992,769

2013
$ 75,757,789
188,705
203,386
1,129,212
841,647
360,286
$ 78,481,025

University of Northern Iowa Foundation
Notes to Combined Financial Statements
Note 7.

Restrictions on Net Assets (Continued)

The following schedule provides information on permanent donor-restricted and board-designated
endowments. The composition of and changes in permanent endowments as of and for the years ended
June 30, 2014 and 2013, are as follows:
June 30, 2014
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Endowment net assets, beginning of year
Contributions, net
Investment return
Reclassification attributed to underwater
endowments
Fees and donor redesignations
Amounts appropriated for expenditure
Endowment net assets, end of year
Endowment net assets consist of the following:
Donor-restricted funds
Board-designated funds

$

$

$
$

927,780
94,477
2,697,569

$

(676,588)
(350,964)
(605,297)
2,086,977

(351,274)
2,438,251
2,086,977

$ 67,285,131
9,966,587
1,032

$ 74,530,385
10,244,953
11,201,458

676,588
(899,111)
(1,613,126)
$ 13,168,571

(39,443)
$ 77,213,307

(1,289,518)
(2,218,423)
$ 92,468,855

$ 13,168,571
$ 13,168,571

$ 77,213,307
$ 77,213,307

$ 90,030,604
2,438,251
$ 92,468,855

June 30, 2013
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Endowment net assets, beginning of year
Contributions, net
Investment return
Reclassification attributed to underwater
endowments
Fees and donor redesignations
Amounts appropriated for expenditure
Endowment net assets, end of year
Endowment net assets consist of the following:
Donor-restricted funds
Board-designated funds

$

(607,909)
676,011
2,491,164
(458,732)
(391,768)
(780,986)
927,780

$

$ (1,209,416)
2,137,196
$
927,780

6,317,474
183,889
8,502,857

Total

$

$ 55,302,621
12,207,270
(20,464)

$ 59,046,770
13,031,102
6,078,199

458,732
(614,755)
(1,633,881)
$ 6,317,474

(204,296)
$ 67,285,131

(1,210,819)
(2,414,867)
$ 74,530,385

$

$ 67,285,131
$ 67,285,131

$ 72,393,189
2,137,196
$ 74,530,385

$

4,352,058
147,821
3,607,499

Total

6,317,474
6,317,474

Underwater endowments of approximately $351,000 and $1,209,000 are included in unrestricted net
assets as of June 30, 2014 and 2013, respectively.
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Commitments and Contingencies

The Foundation entered into a $5,000,000 line of credit agreement with a bank effective August 2013 to
provide the Foundation with liquidity and flexibility in managing their investment portfolio. The agreement
has a variable interest rate of LIBOR plus 1.25%, reset daily. The agreement is collateralized by the
Foundation’s investment accounts held with the bank. No borrowings were outstanding at June 30, 2014.
No interest expense was incurred for the year ending June 30, 2014.
In July 2012, a major past donor and its Company declared bankruptcy. As of the date of release of the
Foundation’s financial statements, there is not enough information to assess the likelihood of a contingent
liability for return of contributions related to this event, if any. As a result, no amounts have been recorded
in the Foundation’s financial statements as of June 30, 2014, and 2013. As of June 30, 2014 and 2013
the Foundation had no pledge receivable outstanding related to the major past donor.
Note 9.

Subsequent Events

Subsequent events have been evaluated subsequent to June 30, 2014 through October 20, 2014, the
date the financial statements are available for issuance.
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