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CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITOR’S REPORT

Board of Directors
University of North Alabama Foundation
Florence, Alabama

Report on the Financial Statements

We have audited the accompanying financial statements of the University of North Alabama
Foundation (the Foundation), a non-profit organization, which comprise the statement of financial
position as of September 30, 2016, the related statements of activities, functional expenses and
cash flows for the year then ended, and the related notes to the financial statements, collectively,
the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant fo the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of University of North Alabama Foundation as of September 30, 2016, and
the changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 4 to the financial statements, in the year ended September 30, 2016, the
Foundation adopted Accounting Standards Update (ASU) No. 2015-07, Fair Value Measurement
(Topic 820): Disclosures for Investments in Certain Entities that Calculate Net Asset Value per
Share (or its Equivalent). This ASU removed the requirement to categorize by level within the
fair value hierarchy footnote disclosure all investments with fair value measured using net asset
value as a practical expedient and removed all other disclosure requirements. Our opinion is not
modified with respect to this matter.

COPA PC

Florence, AL
December 30, 2016



University of North Alabama Foundation
Statement of Financial Position

September 30, 2016
Assets
Current Assets
Cash and Cash Equivalents $ 6,411,317
Accounts Receivable 400
Pledges Receivable — Current 2,353,825
Inventories 8,910
Interest Receivable 11,189
Total Current Assets 8,785,641
Long-Term Investments
Restricted Certificates of Deposit for Long Term Investments 506,042
Investments 25,190,344
Total Investments 25,696,386
Fixed Assels
Donated Artifacts and Collectibles 98,650
Furniture and Equipment 24,364
123,014
Less: Accumulated Depreciation (24.364)
Total Fixed Asseis 08,650
Other Asseis
Pledges Receivable — Non-Current 2.742.090
Total Other Assets 2,742,090
Total Assets § 37322767

The accompanying notes are at integral part of these financial statements.
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University of North Alabama Foundation
Statement of Financial Position
September 30, 2016

Liabilities and Net Assets

Current Liabilities
Accounts Payable $ 582,157
Obligations to Beneficiaries under Split-Interest Agreements — Current 72.683
Total Current Liabilities 654,840

Non-—Current Liabilities
Obligations to Beneficiaries under Split-Interest Agreements — Non-Current 355,573

Total Non—Current Liabilities 355,573
Total Liabilities 1,010,413
Net Assets

Unrestricted 941,773
Temporarily Restricted 12,397,759
Permanently Restricted 22.972.822

Total Net Asscets 36,312,354

Total Liabilities and Net Assets $ 37322767

The accompanying notes are an integral part of these financial statements.
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University of North Alabama Foundation
Statement of Activities and Changes in Net Assets

For the Year Ended September 30, 2016

Revenues and Support

Support
Contributions

In-Kind Donations

Other Income

Transfers

Net Assets Released from
Restrictions

Total Support
Revenue
Interest and Dividend Income
Unrealized Gain on Investments
Realized Loss on Investments

Total Revenue

Total Support and Revenue

Expenses
Program Services
Management and General
Fundraising Expenses
Total Expenses
Change in Net Assets
Net Assets at Beginning of Year

Net Assets at End of Year

Unrestricted

§ 442,313
875,202
142,349

2.990.359

4,450,223

4,082

4082

4,454,305

2,361,713
1,132,056
__ 609.890
_.4,103.659
350,646

— 591,127

941,773

Temporarily
Restricted

$ 4,191,604
25,653
467,728
(21,871)

(2.990.359)

1,672,755

322,558
1,427,967

197,351

1,553,174

3,225,929

3,225,929

_9.171,830

12.397.759

The accompanying notes are an integral part of these financial statements.

Permanently
Restricted Total
$§ 939,922 $ 5,573,839
- 900,855
- 610,077
21,871 -
961,793 7,084,771
- 326,640
- 1,427,967
- (197.351)
- 1.557.256
961,793 8,642,027
- 2,361,713
- 1,132,056
- 609,890
- 4,103,659
961,793 4,538,368
22,011,029 31.773.986
$22.972.822 $36,312.354



University of North Alabama Foundation

Statement of Functional Expenses — Program Services
Kor the Year Ended September 30, 2016

Program

Services
Scholarships Awarded $ 437,222
Academic Program Support 234,110
Alumni Program Support 55,961
Annuities 132,976
Athletic Department Support 889,555
Student and Faculty Support 58,396
Other Program Support 553.493
Total Program Services $ 2361713

The accompanying notes are an integral part of these financial statements.
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University of North Alabama Foundation

Statement of Functional Expenses — Support Services
For the Year Ended September 30, 2016

Contract Services — Other
Supplies

Postage

Legal and Accounting
Telephone

Stipend

Printing and Copying
Membership Dues
Advertising

Donations and Sponsorships
NAA Events

Software and Maintenance
Insurance

Fees

Travel, Lodging and Meals
Staff Development

Donor Appreciation

Gifts and Flowers

Awards

Banquet and Meals
In-Kind Expense

General Program Support
Miscellaneous Expense

Total Support Services

The accomipanying notes are an integral part of these financial statements.

Management
and General

$ 76,397
45,871
1,251
19,655
1,228
3,750
4,763
9,639
101,308
37,213

35,350
6,369
1,541

20,524
3,107

7,968
8,385
1,942
523,596
222,199

1,132,056

7

Fund-
Raising

$ 45940
29,885
10,755

500
33,569
3,338

2,663
4,705
2,972
624
13,774
32,465
390
2,982
9,622
3,181
26,613
354,023
28,602

—3.087

$§ 609.890

Total

$ 122,337
75,756
12,006
19,655

1,228
4,250
38,332
12,977
101,308
39,876
4,705
38,322
6,993
15,315
52,989
3,697
2,982
17,590
11,566
28,555
877,619
250,801
3,087

51,741,946



University of North Alabama Foundation
Statement of Cash Flows
Kor the Years Ended September 30, 2016

Cash Flows from Operating Activities:
Change in Net Assets
Adjustments to Reconcile Change in Net Assets
to Net Cash Provided in Operating Activities:

Realized and Unrealized Gain on Investments
Change in Accounts Receivable
Change in Pledge Receivables
Change in Inventories
Change in Other Assets
Change in Accounts Payable

Change in Actuarial Obligations Under Split-Interest Agreements

Restricted Contributions to Endowment
Equipment Transferred to the University

Net Cash Provided by Operating Activities
Cash Flows from Investing Activities:
Purchase of Investments
Proceeds from Investiments
Net Cash Used in Investing Activities
Cash Flows from Financing Activities:
Payments of Obligations Under Split-Interest Agreements
Contributions to Endowment
Net Cash Provided by Financing Activities
Net Increase in Cash

Cash at Beginning of Year

Cash at End of Year

$ 4,538,368

(1,230,616)
1,500
(1,568,429)
3,339
(2,835)
(67,716)
134,624
(939,922)

145,300
1.013.613

(1,515,933)

1,319,375

(196,558)

(70,795)

939,922
—869.127

1,686,182

4,725,135

$ 6411317

The accompanying notes are an integral part of these financial statements.
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University of North Alabama Foundation

Notes to the Financial Statements
September 30, 2016

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Organization

The University of North Alabama Foundation (the Foundation) was established to provide support
for the private fundraising efforts of the University of North Alabama (the University) and to
manage privately donated funds. The Foundation is a nonprofit corporation organized in
accordance with the laws of the State of Alabama and governed by a volunteer Board of Directors
(Board). The Foundation is a component unit of the University.

The private fundraising efforts of the University and the Foundation result in the Foundation
receiving contributions for the benefit of the University. Contributions are either available to be
used currently or restricted as an endowment to be invested in perpetuity and provide support from
mvestment returns for student scholarships, faculty and research support, other operational
support, and for facilities and equipment. Fundraising efforts also result in the creation of
charitable trusts and gift annuities. When the trusts and annuitics mature, the remainder interests
are available for the designated purposes as current-use or endowment gifts. The Foundation is the
trustee for substantially all of the charitable remainder trusts. The Foundation also receives
unrestricted contributions that can be used for Foundation activities. The Foundation devotes all
its income and profits, after paying its expenses, for the benefit of the University.

Contributions may be received in cash, marketable securities, real property, tangible personal
property, gifts-in-kind, life insurance policies, and various deferred giving vehicles. Contributions
received in forms other than cash, except gifts-in-kind and life insurance policies, are generally
liquidated. The proceeds, together with cash gifis, are placed in investment pools or other
investments consistent with the purpose of the gift or the requirements of the trust agreement. The
Foundation employs investment professionals to manage its investment pools and certain trust
investments.

The Foundation provides financial support for the University’s private fundraising efforts,
maintains donor records, issues reports to donors, and provides certain direct University support
at the request of the University.

Basis of Presentation

Under Generally Accepted Accounting Principles, the Foundation is required to record and report
all financial transactions in one of three classes of net assets:

e Unrestricted net assets — Represents the portion of expendable funds that are available for
support of the Foundation’s operations and services that are not subject to donor-imposed
stipulations.

e Temporarily restricted net assets — Represents contributions or resources whose use is Hmited
by donor-imposed restrictions which expire by the passage of time or which can be fulfilled
and removed by actions of the Foundation pursuant to the restrictions. Net assets released

9



University of North Alabama Foundation
Notes to the Financial Statements
September 30, 2016

from restrictions represent expenses incurred during the year that satisfy the restricted purpose.
Of the temporarily restricted balances at September 30, 2016, $1,278,918 is restricted for

scholarship purposes while $11,118,841 is restricted for instructional and program support
services.

© Permanently restricted net assets - Represents contributions or resources, which are subject to
donor imposed stipulations that the Foundation permanently maintain the contribution.
Generally, the donors of such assets permit the Foundation to use all or a part of the income
carned on the asset based on the donor-imposed restrictions. Of the permanently restricted
balances at September 30, 2016, $18,607,986 is restricted for scholarship purposes while
$4,364,836 is for instructional and program support services

Net assets were released from donot-imposed temporary restrictions by incurring expenses
satisfying the restricted purposes or by occurrence of other events specified by donors. The
composition of net assets released from restrictions by type for the year ended September 30, 2016
is as follows:

Program Services $ 2,319,027

Instruction 234,110

Scholarships 437,222

Total Fees $ 2,990,359
Basis of Accounting

The financial statements of the Foundation have been prepared on the acerual basis of accounting.
All financial transactions have been recorded and reported as either unrestricted, temporarily
restricted, or permanently restricted based on the existence or absence of donor imposed
resirictions.

Use of Estimates in the Preparation of Financial Statements

In preparing financial statements in conformity with accounting principles generally accepted in
the United States of America, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Accounts Receivable

Accounts receivable include student accounts receivable and is non-interest bearing. The
Foundation extends unsecured credit to students in connection with their studies. Student accounts
receivable represent amounts due for fees and books that are generally payable by the end of the
school term by currently enrolled and former students. Accounts receivable are stated at the
amount management expects to collect from outstanding balances.

10



University of North Alabama Foundation
Notes to the Financial Statements
September 30, 2016

Alowance for Doubtful Accounts

Pledges receivable are stated net of an allowance for doubtful accounts. The Foundation estimates
the allowance based on an analysis of specific donors, taking into consideration the age of past due
amounts and an assessment of the donor’s ability to pay. The allowance for doubtful accounts for
pledges receivable was $53,728 at September 30, 2016.

Inventories

Inventories are stated at the lower of cost or market, using the first-in, first-out method of inventory
valuation.

Fixed Assets

Furniture and Equipment is recorded at cost to the Foundation or, if donated, at estimated fair value
at the time of donation. Such donations are reported as unrestricted support unless the donor has
restricted the donated asset to a specific purpose. In the absence of donor-imposed restrictions on
the use of donated asset, the Foundation has adopted a policy of reporting these donations as
unresiricted support. The cost of property, plant, and equipment in excess of $5,000 is capitalized.
Additions, improvements or expenditures for repairs and maintenance that significantly add to the
productivity or extend the economic life of the assets are capitalized. At the time items are retired
or sold, the applicable cost and accumulated depreciation are removed from the accounts and the
difference, net of proceeds, is charged or credited to operations. Expenses for repairs and
maintenance are charged to operations as incurred. Depreciation of property and equipment is
provided using the straight-line method over the estimated useful lives of the assets ranging from
three to twenty years.

Donated artifacts and collectibles are recorded at cost if purchased or, if donated, at estimated fair
value at the time of donation. The Foundation does not recognize depreciation on artifacts and
collectibles. In addition, the Foundation utilizes certain facilities owned by the University. Such
facilities are not recorded on the books of the Foundation.

Contributions

Contributions, including unconditional promises to give, are reco gnized as revenues in the period
received. Conditional promises to give are not recognized until they become unconditional; that is
when the conditions on which they depend are substantially met. Contributions of assets other than
cash are recorded at their estimated fair value. Contributions that are restricted by the donor are
reported as increases in unrestricted net assets if the restrictions expire in the fiscal year in which
the contributions are recognized. All other donor-restricted contributions are reported as increases
in tempotarily or permanently restricted net assets depending on the nature of the restrictions.
When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets. Contributions to be received after one year are discounted at an appropriate discount rate.
Amortization of discounts is recorded as additional contribution revenue in accordance with donor-
imposed restrictions, if any, on the contributions. An allowance for uncollectible contributions
receivables is provided based upon management's judgment.

11



University of North Alabama Foundation
Notes to the Financial Statements
September 30, 2016

Income Taxes

The Foundation is exempt from paying tax under Section 501(c)(3) of the Internal Revenue Code.
Accordingly, there is no provision for federal or state income taxes.

Uncertain Tax Positions

The Foundation is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code, except on net income derived from unrelated business activities. The Foundation
had no unrelated business activities that are subject to taxes. The Foundation’s federal Exempt
Organization Business Income Tax Returns for 2013, 2014, and 2015 are subject to examination
by the IRS, generally for three years after they were filed.

Subseguent Events

In preparing these financial statements, the Foundation has evaluated events and transactions for
potential recognition or disclosure through the date of the auditor’s report, which was the date the
financial statements were available to be issued.

NOTE 2 - CASH AND CERTIFICATES OF DEPOSITS

The Foundation considers all time deposits, certificates of deposit and highly liquid instruments
with an initial maturity of three months or less to be cash equivalents, except for investments
purchased with endowment assets, which are classified as long-term investments. The Foundation
maintains its cash balances with two financial institutions. At September 30, 2016, the carrying
amount of the Foundation’s deposits with banks exceeded FDIC insurable limits by $6,182,232.

The Foundation has received certain donations that are required to be maintained in cerfificate of
deposits with a certain bank. These certificate of deposits are associated with long term donations
and are therefore considered restricted. At September 30, 2016, these restricted certificate of
deposits totaled $506,042 and exceeded FDIC insurable limits by $256,042

NOTE 3 - INVESTMENTS

The Foundation's endowment consists of approximately 246 individual funds established for the
purposes of scholarships and overall support of the University, including instructional and athletic
support. As required by generally accepted accounting principles, net assets associated with
endowment {unds are classified and reported based on the existence or absence of donor imposed
restrictions.

The Board of Directors of the Foundation has interpreted the State Prudent Management of
Institutional Funds Act (SPMIFA) as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations
to the contrary. As a result of this interpretation, the Foundation classifies as permanently restricted
net assets () the original value of gifts donated to the permanent endowment and, (b) the original
value of subsequent gifis to the permanent endowment and (c) accumulations to the permanent

12



University of North Alabama Foundation

Notes to the Financial Statements
September 30, 2016

endowment made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified as permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by SPMIFA. In
accordance with SPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) the duration
and presetvation of the various funds, (2) the purposes of the donor-restricted endowment funds,
(3) general economic conditions, (4) the possible effect of inflation and deflation, (5) the expected
total return from income and the appreciation of investments, (6) other resources of the
Foundation, and (7) the Foundation's investment policies.

The Foundation has received various donations to establish permanent endowment funds to
provide scholarships for University of North Alabama students and the terms of the donations
require these funds to be segregated from other Foundation funds.

Investment Reporting

Security transactions are recorded on a trade date basis. Interest is recorded as carned and dividends
arc recorded as of the ex-dividend date. Investment income includes interest and dividends;
realized/unrealized gains and losses are reported as fair value increase and decrease. Investment
income attributable to amounts held for the benefit of the University is reported in temporarily
restricted net assets. When the activities occur, the amounts are transferred from temporarily
restricted to unrestricted net assets and the disbursements are reported as decreases in unrestricted
net assets. Investment income attributable to amounts held for the benefit of the Foundation is
reported in unrestricted net assets.

Investment Return Objective Risk Parameters and Strategies

The Foundation has adopted investment and spending policies, approved by the Board of
Directors, for endowment assets that attempt to provide a predictable stream of funding to
programs supported by its endowment funds while maintaining the purchasing power of those
endowment assets over the long term. Accordingly, the investment process seeks to achieve an
after-cost total real rate of return, including investment income as well as capital appreciation,
which exceeds the annual distribution with acceptable levels of risk, Endowment assets are
invested in a well-diversified asset mix, which includes equity and debt securities, that is intended
to result in a consistent inflation-protected rate of return that has sufficient liquidity to make an
annual distribution of 5%, while growing the funds if possible. Actual returns in any given year
may vary from this amount. Performance goals have been established to provide a basis upon
which to judge the effectiveness of the investment objective and those responsible for
implementing investment decisions on a day-to-day basis. Investment managers will be judged
over a cycle of three to five years.

13



University of North Alabama Foundation
Notes to the Financial Statements
September 30. 2016

Spending Policy

It is the policy of the Foundation to annually distribute, at least 3-5% of the average market value
of the Foundation’s investments (at the beginning of a fiscal year) over a rolling three-year period.,
It shall be the responsibility of the Foundation Executive Committee, Investment Committee and

Investment Manager to periodically review the spending policy against actual returns in order to
make adjustments necessary.

Income available for spending is determined by a total return system. The amount to be spent in
the coming year is calculated and is reviewed and approved by the Foundation Executive
Committee and Investment Committee.

The income that may be spent, as determined in this paragraph, may be drawn from both ordinary
income earned (i.e. dividends, interest, etc.) and appreciation, both earned and unearned, All
income and appreciation not needed to meet spending needs is reinvested in the investment pool.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment
funds may fall below the level that the donor or SPMIFA requires the Foundation to retain as a
fund of perpetual duration due to unfavorable market fluctuations. When this is the case, any such
deficiencies would be reported in unrestricted net assets. At September 30, 2016, there were no
funds with deficiencies.

Changes in endowment net assets as of September 30, 2016, are as follows:

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total
Endowment net assets — 10/1/2015 ($ 265,020) $2,040,357 $22,011,029 $ 23,786,366
Contributions, net 939,922 939,922
Investment income - 322,558 - 322,558
Net appreciation - 1,230,616 - 1,230,616
Recapture of loss from prior year 265,020 (265,020) - -
Amounts appropriated for expenditure - (789,450) - (789,450)
Transfer - - 21.871 21.871
Endowment net assets — 9/30/2016 $ - $2.539.061 $22972,822 $25.511.883

For the year ending September 30, 2016, investment management fees and investment income
activity fees were $35,606 and $14,447, respectively.

14
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University of North Alabama Foundation

Notes to the Financial Statements
September 30, 2016

Remainder Trusts and Gift Annuities

Remainder trust agreement assets are managed on an individual account basis in a diversified

portfolio designed to reduce payment volatility, consider tax implications and maximize the value
of each gift. Gift annuity assets are managed as a pool.

Investments by Group

General Remainder
Invesiment Trusts and Gift
Pool Annuities Total
Cash & Money Market Funds $ 277,633 $ 1477 § 279,110
Marketable Mutual Funds 5,468,426 811,077 6,279,503
Limited Partnerships 18.631,731 - 18,631,731
Total Investments $24.377.790 $ 812.554 $25.190.344

NOTE 4 - FAIR VALUE MEASUREMENTS

Investment Valuation

Investments are reported at estimated fair value as determined by the Foundation, based upon a
fair value hierarchy that prioritizes the input techniques used to measure fair value. The Foundation
has clected to adopt early Accounting Standards Update (ASU) No. 2015-07, Fair Value
Measurement (Topic 820): Disclosures for Investments in Certain Entities that Calculate Net Asset
Value per Share (or its Equivalent). The ASU removed the requirement to categorize by level
within the fair value hierarchy all investments with fair value measured using net asset value as a
practical expedient and removed all other disclosure requirements.

The hierarchy gives the highest priority to level 1 measurements and the lowest priority to level 3
measureiments:

¢ Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities;

» Level 2: Quoted prices for similar assets or liabilities in active markets; quoted prices for
identical or similar assets or liabilities in markets that are not considered active; observable
inputs other than observable quoted prices for the asset or liability; or inputs derived
principally from or corroborated by observable market data;

» Level 3: Significant unobservable inputs for assets or liabilities.

A financial instrument’s level within this fair vafue hierarchy is based on the lowest level of any
input that is significani to its fair value measurement. All transfers between fair value hierarchy
levels are recognized at the beginning of each reporting period. The fair value hierarchy does not
correspond to a financial instrument’s relative liquidity in the market or to its level of risk.

In determining the reasonableness of the fair value measurement methodology, management, with
the oversight of the Investment Committee, evaluates a variety of factors including review of

15



University of North Alabama Foundation
Notes to the Financial Statements
September 30, 2016

existing contracts, economic conditions, and industry and market developments. Certain
unobservable inputs are evaluated and adjusted, as necessary, based on current market conditions
and other third-party information.

Level 1 investments are typically investments in debt and equity marketable securities but may
also include money market funds, certificates of deposit, and other highly liquid investments with
maturities of 90 days or less with high credit quality entities. All level 1 investments are reported
at fair value.

For any level 3 investments, fair value would be determined by the Foundation to be best estimated
by giving consideration to any factors which might necessitate an adjustment such as initial and
ongoing due diligence monitoring, significant market or portfolio changes, and assumptions of a
new hypothetical market participant. The Foundation does not have any level 3 investments.

The following table set forth by level, within the fair value hierarchy, the Foundation's investments
measured at fair value on a recurring basis as of September 30, 2016:

16

Level | Level 2 Level 3 AT NAV Total
Certificates of Deposit $ 506,042 % - 3 - $ - § 506,042
Money Market 279,110 - - - 279,110
Mutual Funds: -
PIMCO - Fixed Income 2,585,629 - - 2,585,629
Vanguard Total Bond 1,918,597 - - 1,918,597
First Eagle Global Fund 502,133 - - 502,133
Eagle MPL Strategy Fund 662,372 - - 662,372
Gotham Neutral Fund 266,247 - - 266,247
Tortoise ML.P & Pipeline 344,525 - - 344,525
Total Mutual Funds 6,279,503 - - 6,279,503
Limited Partnerships:
U.S. Equity - - 6,078,386 6,078,380
International Equity - - 2,531,570 2,531,570
Emerging Markets - - 641,077 641,077
Hedged Equity - - 6,971,269 6,971,209
Fixed Income - - 1,954,525 1,954,525
Opportunistic - - 160,223 160,223
Real Assets - - 148,522 148,522
Private Equity - - 146,159 146,159
Total Limited Partnerships 18,631,731 18,631,731
$ 7.064.655 3§ A - $ 18,631,731  §25.696.386
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University of North Alabama Foundation

Notes to the Financial Statements
September 30, 2016

The following table provides infermation related to the previously mentioned investments that are
valued based on Net Asset Values (NAV):

Unfunded
Fair Valueat ~ Commitments at Redemption
September 30, September 30, Redemption Notice
2016 2016 Frequency Period
U.S. Equity (a) § 6,078,386 $ - Quarterly 60 Days
International Equity (b) 2,531,570 - Quarterly 60 Days
Emerging Markets (c) 641,077 - Annual 30 Days
Hedged Equity (d) 6,971,269 - Annual 90 Days
Fixed Income (e) 1,954,525 - Monthly 10 Days
Opportunistic (f) 160,223 104,820 Annual 90 Days
Real Assets (g) 148,522 850,000 Annual 90 Days
Private Equity (h) 146,159 500,000 Annual 90 Days
Total $ _18.631.731 §  1.854.820
a) U.S. Equity — This category generally consists of managers that invest primarily in equity

b)

d)

securities of U.S. corporations. U.S. equity may include multiple styles (growth, value) and
market capitalizations (small, mid, large). These investments will primarily be long-only.,

International Equity — This category will generally consist of managers that invest
primarily 1n equity securities of corporations domiciled in foreign countries. International
equity may include multiple styles (growth, value) and market capitalizations (small, mid,
large). These investments will primarily be long-only.

Emerging Markets — This category will generally consist of managers that invest primarily
in equity securities of corporations domiciled in emerging foreign countries. Emerging
markets equity may include multiple styles {growth, value) and market capitalizations
(small, mid, large). These investments will primarily consist of long-only investments and
hedged equity investments {long and short).

Hedged Equity — This category consists of funds of funds that make long and short position
equity investments. The bulk of the investment is subject to semi-annual or annual
redemption.

Fixed Income — This category will generally consist of managers that invest primarily in
debt securities of corporations and governmental entities.

Opportunistic— This category may include any strategy that offers exceptional risk/reward
opporiunities. This category is designed to provide the Investment Committee with the
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flexibility to select investments for a relatively small part of an overall allocation, which

may not {it into the other designed allocation categories.

g) Real Assets - This category will generally consist of managers that invest in a diverse

basket of tangible assets with built-in inflation protection characteristics.

investments will primarity be long-only.

These

h) Private Equity — This category consists of partnerships that invest primarily in U.S. based
private companies. These investments cannot be voluntarily redeemed and are subject to

sale based on market demand.

NOTE 5 - PLEDGE RECEIVABLES

Pledge receivables, which are unconditional promises to give, are recorded as recetvables and
revenue when received. The Foundation distinguishes between contributions received for each net
asset category in accordance with donor imposed restrictions. Pledges are recorded afler being
discounted to the anticipated net present value of the future cash flows. For pledges, the discount
rates used to determine present values are based on U.S. Treasury note rates for comparable
maturities at the date of the pledge. These average to approximately 1.2%.

Total pledge receivables, net of an allowance for uncollectible pledges and discounted to present

value at September 30, 2016, are as follows:

Pledges
Gross
Allowance
Discount

Total Pledges

Less Than One One to Five
Year Years Total
$ 2,353,825 $ 2,869,782 $ 5,223,607
- (53,728) (53,728)
- (73.964) (73.964)

¥ 2.353.825
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NOTE 6 — FIXED ASSETS

Fixed assets consisted of the following at September 30, 2016:

Donated artifacts and collectibles $ 98,650
Furniture and equipment 24.364

123,014
Less accumulated depreciation (24.364)
Total Fixed Assets $§ 98.650

Depreciation expense for the year ending September 30, 2016 was $0

NOTE 7 -OBLIGATIONS UNDER SPLIT-INTEREST AGREEMENTS

The Foundation has entered into irrevocable charitable gift annuity agreements with donors
whereby in exchange for the gift from the donor, the Foundation is obligated to provide an annuity
to the donor or other designated beneficiaries for a specific number of years.

The Foundation has also entered into charitable remainder annuity and unitrust agreements
whereby assets are made available on the condition that income is paid periodically to designated
individuals. Payments of such amounts terminate at a time specified in the agreements. Remainder
trust obligations are an actuarially determined liability which represents the present value of
estimated future payments to beneficiaries, laking into consideration their life expectancy and
discounted at applicable interest rates.

A Hability is recognized for the estimated present value of the both the gift annuities and the
remainder trusts and the assets are recorded at their gross market value for agreements where the
Foundation is the trustee. The discount rate and actuarial assumptions used in calculating the split-
interest obligation are those provided in American Councii on Gift Annuity guidelines and
actuarial tables. The annuity payments are a general obligation of the Foundation.

Asscts of the Foundation that are derived from gift annuities and charitable remainder trusts are
included in investments on the statement of financial position. The values of these at September
30, 2016 are as follows:

Remainder Gif
Trusts Annuities Total
Assels Assets Assets
Cash & Money Market h) 186 $  1.29 $ 1477
Mutual Funds 489.075 322.002 811,077

$489.261 $323293  $812.554
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Changes in obligations under the gift annuity and remainder trust contracts at September 30, 2016,
were as follows:

Gift Remainder  Total Split-
Annuities Trusts Interest
Liabilities Liabilities Liabilities
Total Obligation at September 30, 2015 $235,133 $129,294 $364,427
Obligation on New Gifts 76,888 - 76,888
Payments to Beneficiaries (30,983) (39,812) (70,795)
Actuarial Value Changes 25,139 32,597 57.736
Total Obligation at September 30, 2016 $ 306,177 $122.079 $428,256
Current Portion $ 38,399 $ 34,284 $ 72,683
Non-Cutrent Portion 267.778 87.795 355,573

$ 306,177 $ 122,079 $428.256
NOTE 8 - CONDITIONAL PROMISES TO GIVE
During 2016, the Foundation received promises to give totaling $100,000 that contained donor
conditions (primarily matching gift requirements). Since these pledges represent conditional
promises to give, they are not recorded as contribution revenue until donor conditions are met.
NOTE 9 - FUNCTIONAL ALLOCATION OF EXPENSES
The costs of providing the Foundation's various programs and activities have been summarized on
a functional basis in the statement of activities. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.

NOTE 10 - RELATED PARTY

University Support

The University of North Alabama Foundation exists to assist the University. Due to the nature of
this relationship, there are numerous transactions between the two entities and their representatives
for program services, instruction, and scholarship purposes. During the year ended September 30,
2016, the Foundation expensed $2,361,713 in support of the University’s programs and
scholarships. At Sepiember 30, 2016, pledge receivables from the Alumni Association and
University board of trustees were $34,300 and $748,322 respectively. The Foundation has
payables to the University of $441,936.

Personnel Costs and Facilities

The Foundation uses office space owned by the University without paying rent for the facilities.
The value of the donated facilities was $21,756 for the year ending September 30, 2016.
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Furthermore, the Foundation employees are paid by the University. The salaries and benefits and
supplies for year ending September 30, 2015, were $820,061. Supplies paid by the University for
the Foundation totaled $27,639 for the year ending September 30, 2016.

Funds Held for Others

The Foundation has an affiliation agreement with the University of North Alabama Sportsman's
Club. The Sportsman Club has transferred funds to the Foundation for recordkeeping purposes.
These funds are pooled together with the Foundations funds and the Foundation records a liability
for such funds. As of September 30, 2016, the liability associated with such funds was $125,976.
The Foundation also has a pledge receivable from the Sportsman's Club of $130,000 at September
30, 2016.

NOTE 11 - RECENTLY ISSUED ACCOUNTING STANDARDS

[n January 2016, the FASB issued ASU No. 2016-01, Recognition and Measurement of
Financial Assets and Liabilities (ASU 2016-01). ASU 2016-01 addresses certain aspects of
recognition, measurement, presentation, and disclosure of financial instruments, The ASU is
effective for not-for-profit entities for fiscal years beginning after December 15, 2018, with early
adoption restricted to certain provisions and within certain time periods. Under the ASU, not-for-
profit and private entities are no longer required to disclose fair value information concerning
financial instruments measured at amortized cost such as long-term debt. This provision of ASU
2016-01 may be early adopted for financial statements, which have not yet been issued or made
available for issuance. The Foundation is currently evaluating the impact of this guidance.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) (ASU 2016-02). The
amendments in ASU 2016-02 create FASB ASC Topic 842, Leases, and supersede the
requirements in ASC Topic 840, Leases. ASU 2016-02 requires the recognition of lease assets
and lease habilities by lessees for those leases classified as operating leases under ASC Topic
840. Under the guidance of ASU 2016-02, a lessee should recognize in the balance sheet a
liability fo make lease payments (lease liability) and a right-of-use asset representing its right to
use the underlying asset for the lease term. The accounting applied by a lessor under ASU 2016-
02 is largely unchanged from that applied under ASC Topic 840. The ASU is effective for all
business entities for fiscal years beginning after December 15, 2019. The Foundation is currently
evaluating the impact of this guidance.

In August 2016, the FASB issued ASU No. 2016-14, Presentation of Financial Statements of
Non-for-Profit Entities. ASU2016-14 (1) reduces the number of net asset classes presented from
three to two; (2) requires the presentation of expenses by functional and natural classification in
one location; and (3) requires quantitative and qualitative disclosures about liquidity and
availability of financial assets. The ASU is effective for annual financial statements issued for
fiscal years beginning after December 15, 2017. The Foundation is currently evaluating the
impact of this guidance.
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