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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
University of Northern Colorado Foundation, Inc.
Greeley, Colorado

We have audited the accompanying financial statements of University of Northern Colorado
Foundation, Inc. (a non-profit corporation) (the "Organization"), which are comprised of the statement
of financial position as of June 30, 2018, and the related statements of activities and cash flows for the
year then ended, and the related notes to the financial statements.

MANAGEMENT'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

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

AUDITORS' 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 auditors' 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 auditors consider internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.
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To the Board of Directors
University of Northern Colorado Foundation, Inc.
Page Two

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 Northern Colorado Foundation, Inc. as of June 30, 2018, 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.

OTHER MATTERS

We have previously audited the Organization's 2017 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated September 29, 2017.
In our opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2017, is consistent, in all material respects, with the audited financial statements from which it
has been derived.

EKS&H LLLP

Denver, Colorado
September 25, 2018



UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Statement of Financial Position

June 30,

Summarized
Financial

Information for
the Year Ended

June 30,
2018 2017

Assets

Assets
Cash and cash equivalents $ 2,083,310 $ 4,107,862
Investments 110,353,351 104,511,969
Pledges receivable, net 3,619,564 4,974,848
Accrued interest 95,136 129,343
Property and equipment, net 873,949 901,145
Life insurance policies 97,539 52,470
Land held for sale 9,360,000 -
Prepaids and other assets 7,422 14,697
Beneficial interest in long-term trusts held by others 8,130,780 7,490,883

Total assets $ 134,621,051 $ 122,183,217

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses $ 915,890 $ 816,363
Obligations under gift annuity agreements 160,797 125,165
Assets held for others 549,879 576,377

Total liabilities 1,626,566 1,517,905

Net assets
Unrestricted

Undesignated 10,870,159 9,872,752
Board-designated 1,189,968 1,403,039

Total unrestricted net assets 12,060,127 11,275,791

Temporarily restricted 31,669,932 24,711,214
Permanently restricted 89,264,426 84,678,307

Total net assets 132,994,485 120,665,312

Total liabilities and net assets $ 134,621,051 $ 122,183,217

See notes to financial statements.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Statement of Activities

For the Year Ended June 30, 2018

Summarized
Financial

Information
for the

Temporarily Permanently Year Ended
Unrestricted Restricted Restricted Total June 30, 2017

Revenues, gains, and support
Contributions, net $ 44,983 $ 6,842,204 $ 1,719,661 $ 8,606,848 $ 5,811,908
Donation of land - 9,360,000 - 9,360,000 -
Interest and dividends 456,671 322,600 1,308,606 2,087,877 1,954,570
Net realized and unrealized gains 1,727,025 430,271 4,608,397 6,765,693 9,211,422
Change in value of charitable gift
annuities and long-term trusts held
by others - - 636,261 636,261 679,909

Other income 5,593 180,245 - 185,838 403,296
Total revenues, gains, and
support 2,234,272 17,135,320 8,272,925 27,642,517 18,061,105

Net assets released from restrictions
Management fees earned 1,312,047 (133,696) (1,178,351) - -
Satisfaction of program restrictions 12,571,029 (9,999,705) (2,571,324) - -

Total net assets released from
restrictions 13,883,076 (10,133,401) (3,749,675) - -

Expenses
Programs, scholarships, and capital
support 14,463,357 - - 14,463,357 9,664,369

Management and general 806,279 - - 806,279 833,859
Total expenses 15,269,636 - - 15,269,636 10,498,228

Other losses
Provision for uncollectible pledges,
net of recoveries 43,708 - - 43,708 290,452

Total other losses 43,708 - - 43,708 290,452

Change in net assets 804,004 7,001,919 4,523,250 12,329,173 7,272,425

Transfer of net assets (19,668) (43,201) 62,869 - -

Net assets at beginning of year 11,275,791 24,711,214 84,678,307 120,665,312 113,392,887

Net assets at end of year $ 12,060,127 $ 31,669,932 $ 89,264,426 $ 132,994,485 $ 120,665,312

See notes to financial statements.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Statement of Cash Flows

For the Year
Ended

Summarized
Financial

Information for
the Year Ended 

June 30, June 30,
2018 2017

Cash flows from operating activities
Change in net assets $ 12,329,173 $ 7,272,425
Adjustments to reconcile change in net assets to net cash used in
operating activities
Depreciation 36,206 45,462
Loss on disposal of property and equipment - 18,958
Net realized and unrealized gains (7,103,378) (9,534,760)
Provision for uncollectible pledges, net of recoveries 43,708 290,452
Accretion in cash surrender value of life insurance policies (45,069) (3,635)
Change in value of charitable gift annuities and long-term trusts held
by others (636,261) (679,909)

Contributions restricted for investment in endowments (1,719,661) (1,010,633)
Donated land held for sale (9,360,000) -
Changes in assets and liabilities

Pledges receivable 1,311,576 1,843,773
Accrued interest 34,207 6,098
Prepaids and other assets 7,275 28,399
Accounts payable and accrued expenses 99,527 146,135
Assets held for others (26,498) (26,760)

(17,358,368) (8,876,420)
Net cash used in operating activities (5,029,195) (1,603,995)

Cash flows from investing activities
Sales of investments 17,202,021 15,383,443
Purchases of investments (15,940,025) (12,789,478)
Purchase of property and equipment (9,010) (739)

Net cash provided by investing activities 1,252,986 2,593,226

Cash flows from financing activities
Proceeds from contributions restricted for investment in endowments 1,719,661 1,010,633
Receipts (payments) of gift annuity obligations 31,996 (19,913)

Net cash provided by financing activities 1,751,657 990,720

Net (decrease) increase in cash and cash equivalents (2,024,552) 1,979,951

Cash and cash equivalents at beginning of year 4,107,862 2,127,911

Cash and cash equivalents at end of year $ 2,083,310 $ 4,107,862

See notes to financial statements.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies

Organization

The University of Northern Colorado Foundation, Inc. (the "Organization") is a non-profit corporation
providing program, scholarship, and other support to the University of Northern Colorado (the
"University"). The majority of the Organization's revenue is derived from contributions and investment
income.

Basis of Presentation

The Organization reports information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets.

Unrestricted amounts are assets that are not subject to donor-imposed restrictions. In general,
the unrestricted net assets of the Organization may be used at the discretion of the
Organization's management and Board of Directors to support the Organization's purposes,
operations, and certain University programs.

Temporarily restricted amounts are assets subject to donor-imposed restrictions. When a
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and
reported on the statement of activities as net assets released from restrictions.

Permanently restricted amounts are assets that must be maintained permanently by the
Organization as required by the donor, but the Organization is permitted to use or expend part
or all of any income derived from those assets.

Cash and cash equivalents include cash, short-term money market accounts, and other highly liquid
investments with an original maturity of three months or less. It does not include cash and cash
equivalents presented in investments, which are subject to investment management direction.
Frequently, cash balances in commercial banks may exceed the level of insurance provided by the
FDIC. 

Investments and Investment Valuation

The Organization maintains pooled investment accounts for the majority of its endowments.
Investment income and realized and unrealized gains and losses, net of investment and management
fees, from securities in the pooled investment accounts are allocated quarterly to the individual
endowments based on the relationship of the fair value of the interest of each endowment to the total
fair value of the pooled investment accounts and are adjusted for additions to or deductions from those
accounts.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Investments and Investment Valuation (continued)

Investments are stated at fair value as further discussed in Note 2. Investment returns include dividend,
interest, and other investment income; realized and unrealized gains and losses on investments carried
at fair value; and realized gains and losses on other investments. In certain cases, investment managers
report realized and unrealized gains and losses net of investment fees; accordingly, the Organization
has reported the net amount in unrealized and realized gains and losses on the accompanying statement
of activities. Investment returns are reflected on the statement of activities as unrestricted, temporarily
restricted, or permanently restricted based upon the existence and nature of any donor or legally
imposed restrictions on those earnings.

Fair Value of Financial Instruments

The Organization follows accounting guidance surrounding fair value measurements. This guidance
requires use of a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure
fair value (Note 2).

Contributions and Pledges Receivable

Gifts of cash and other assets received without donor stipulations are reported as unrestricted
contributions. Gifts received with donor stipulations that limit their use are reported as temporarily or
permanently restricted contributions. When a donor restriction is accomplished, temporarily restricted
net assets are reclassified to unrestricted net assets and reported on the statement of activities as net
assets released from restrictions.

Unconditional gifts expected to be collected within one year are reported at their net realizable value.
Unconditional gifts expected to be collected in future years are recorded at the net present value of the
expected future cash flows discounted using a risk-free interest rate. An allowance for uncollectible
contributions is established by Organization management based on management's analysis of specific
pledges receivable.

Conditional gifts depend on the occurrence of specified future and uncertain events to bind the
potential donors and are recognized as assets and revenues when the conditions are substantially met
and the gifts become unconditional.

Property and Equipment

Equipment, buildings, and furniture are recorded at cost or, if donated, at the fair value on the date of
donation. Depreciation on equipment, buildings, and improvements is calculated using the straight-line
method over the estimated useful lives of the assets ranging from three to fifty years. Assets with an
initial purchase price under $5,000 are expensed in the year purchased.

Assets Held for Others

The Organization holds and invests certain funds on behalf of the University.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Income Taxes

The Organization is a non-profit entity exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code and a public charity under Section 509(a)(1). Accordingly, no provision for income
taxes is made in these financial statements. Income from activities not directly related to the entity's
tax-exempt purpose is subject to taxation as unrelated business taxable income. During fiscal year
2018, the unrelated business income tax liability was not material.

The Organization applies a more-likely-than-not measurement methodology to reflect the financial
statement impact of uncertain tax positions taken or expected to be taken in a tax return. After
evaluating the tax positions taken, none are considered to be uncertain; therefore, no amounts have
been recognized as of June 30, 2018.

If incurred, interest and penalties associated with tax positions are recorded in the period assessed in
either management and general expenses or allocated to endowment income, depending on the nature
of the interest and penalties. No interest or penalties have been assessed as of June 30, 2018.

Functional Expenses

The costs of supporting the various programs and other activities of the Organization have been
summarized on a functional basis on the statement of activities. The University is responsible for all
fundraising and solicitation activities and expenses.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America ("GAAP") requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenue, expenses, gains, losses, and
other changes in net assets during the reporting period. Actual results could differ from those estimates.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Recently Issued Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board issued Accounting Standards Update No.
2016-14, Not-For-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit
Entities. The amendment applies to all not-for-profit entities. The amendment reduces the classes of net
assets to net assets with donor restrictions and net assets without donor restrictions; removes the
reconciliation of cash flows to the indirect method if using the direct method; requires the reporting of
investment returns, net of expenses, with no disclosure of netted expenses required; requires the use, in
the absence of explicit donor stipulations, of the placed-in-service approach for reporting expirations of
restrictions on cash or other asset donations; and requires disclosure of expenses by both their natural
and functional classification on the face of the statement of activities, as a separate statement, or in the
notes to the financial statements. In addition, the amendment provides enhanced disclosures on
amounts and purposes of board designations and appropriations, composition of net assets with donor
restrictions, discussion of liquidity for the year following year-end, discussion of liquidity of financial
assets at year-end, methodology used to allocate costs between program and support functions, and
underwater endowment funds. The amendment is effective for all fiscal years beginning after
December 15, 2017 (fiscal year 2019 for the Organization). Entities should apply the amendment in
this update retrospectively to all periods presented. The Organization is currently evaluating the impact
of the pending adoption of this new standard on its financial statements.

Summarized Financial Statements

The financial statements include certain prior-year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a complete
presentation in conformity with GAAP. Accordingly, such information should be read in conjunction
with the Organization's financial statements for the year ended June 30, 2017, from which the
summarized information was derived. 

Subsequent Events

The Organization has evaluated subsequent events through the auditors' report date, which is the date
the financial statements were available to be issued. There were no material subsequent events that
required recognition or disclosure in the financial statements.

Note 2 - Fair Value of Financial Instruments

The carrying amounts reported on the statement of financial position for cash and cash equivalents,
accounts payable and accrued expenses, and certain other liabilities approximate fair value because of
the immediate or short-term maturities of these financial instruments. The following methods and
assumptions were used by the Organization in estimating the fair value of its other financial
instruments.

- 9 -



UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 2 - Fair Value of Financial Instruments (continued)

Pledges

The fair value of pledges is determined by discounting multi-year pledges to net present value using a
discount rate commensurate with the payment terms of the pledge. The Organization also takes into
consideration past collection experience and other relevant factors.

Beneficial Interest in Long-Term Trusts Held by Others

The fair value of the beneficial interest in long-term trusts held by others is determined by the fair
value of the underlying investments held by the third-party trustees, less the net present value of future
cash outflows to lifetime recipients.

Life Insurance Policies

The fair value of life insurance policies is based upon the estimated cash surrender value of the
underlying insurance policy.

Obligations under Gift Annuity Agreements

The fair value of obligations under gift annuity agreements is based upon the payments to be made over
the estimated remaining lives of the income beneficiaries and is discounted to present value using
discount rates ranging from 2.4% to 5.8%.

Assets Held for Others

The fair value of assets held for others is determined by the fair value of the underlying investments
held by the Organization, which are securities valued as described below.

Investments

The Organization values its investments at fair value, which is defined 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. The following fair value hierarchy prioritizes observable inputs
used to measure fair value into three broad levels, which are described below:

Level 1: Quoted prices (unadjusted) in active markets that are accessible at the measurement
date for assets or liabilities. The fair value hierarchy gives the highest priority to
Level 1 inputs.

Level 2: Observable prices that are based on inputs not quoted in active markets but are
corroborated by market data.

Level 3: Unobservable inputs are used when little or no market data is available. The fair
value hierarchy gives the lowest level priority to Level 3 inputs.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 2 - Fair Value of Financial Instruments (continued)

Investments (continued)

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an investment's level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement. These classifications (Levels 1, 2, and 3)
are intended to reflect the observability of inputs used in the valuation of investments and are not
necessarily an indication of risk or liquidity.

The following is a description of valuation methodologies used for assets measured at fair value:

Equity securities and mutual funds (cash, equities, fixed income, commodities): Valued at the closing
price as reported on the active market on which the individual securities or funds are traded.

Fixed income (bond funds or individual bonds): Valued based on yields currently available on
comparable securities of the issuer or other issuers with similar credit ratings.

Student-managed funds: These funds are managed by students through a class offered at the University.
It comprises equity securities, mutual funds, and individual bonds, which are valued as described
above.

Beneficial interest in long-term trusts held by others: Valued based on the underlying investments held
by the trusts, less the net present value of future cash outflows to lifetime recipients.

Alternative investments - low correlated hedge, real estate, illiquid credit, and private equity: Valued
at the net asset value ("NAV") of the limited partnership investments as provided by the investment
manager. The definition of NAV includes an ownership interest in partners' capital to which a
proportionate share of the investment's net assets is attributed. The NAV is used as a practical
expedient to estimate fair value.

There were no changes to the valuation techniques used during the period.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 2 - Fair Value of Financial Instruments (continued)

Investments (continued)

The following table sets forth by level, within the fair value hierarchy, the Organization's investments
measured on a recurring basis at fair value as of June 30, 2018:

Description Level 1 Level 2 Level 3 Total

Investments
Cash equivalent mutual funds $ 4,141,838 $ - $ - $ 4,141,838
Equities

Large cap 21,167,660 - - 21,167,660
International 15,711,065 - - 15,711,065
Small/mid cap 9,846,028 - - 9,846,028
Emerging markets 5,516,334 - - 5,516,334

Fixed income
Floating rate corp loans 6,015,244 - - 6,015,244
Domestic 8,856,439 - - 8,856,439
High yield - 18,844 - 18,844
Opportunistic - 551,030 - 551,030

Student-managed funds - 2,646,488 - 2,646,488
Stock/bond mixed mutual funds 980,365 - - 980,365
Alternative investments

Master limited partnerships 7,284,634 - - 7,284,634
Real estate 2,547,332 - - 2,547,332

Total investments 82,066,939 3,216,362 - 85,283,301

Beneficial interest in long-term trusts
held by others - - 8,130,780 8,130,780

Alternative investments measured at
NAV 24,070,050

Total $ 82,066,939 $ 3,216,362 $ 8,130,780 $ 117,484,131

In addition to the investments valued at fair value on a recurring basis, the Organization holds another
limited partnership investment valued on a non-recurring basis at a value of $1,000,000 as of June 30,
2018. This investment cannot be redeemed by the Organization. The value of the investment in this
category is based on the initial partnership contribution.

Net investment earnings consist of the following for the year ended June 30, 2018:

Interest and dividends $ 2,087,877
Realized and unrealized gains on investments, net of taxes 7,103,378
Less investment management fees (337,685)

$ 8,853,570
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 2 - Fair Value of Financial Instruments (continued)

Level 3 Changes

The following is a reconciliation of the beginning and ending balances for investments measured at fair
value on a recurring basis using significant unobservable inputs (Level 3) for the year ended June 30,
2018:

Beneficial
Interest in

Long-Term
Trusts Held by

Others

Beginning balance $ 7,490,883
Unrealized gains 639,897

Ending balance $ 8,130,780

Investments in Certain Entities That Calculate NAV

Fund Description
June 30, 2018

NAV

June 30,
2018

Unfunded
Commitments Redemption Frequency

Redemption
Notice
Period

Low correlated hedge $ 6,119,913 $ - Monthly, quarterly, semi-
annually*

60-100 days

Low correlated hedge 10,442,913 - Quarterly, semi-annually* 95 days,
annual one-
year lock up

Illiquid credit 1,998,781 1,252,668 Upon fund termination N/A

Private equity 3,477,013 736,346 Upon fund termination N/A

Real estate 2,031,430 1,604,334 Upon fund termination N/A

Total $ 24,070,050 $ 3,593,348

* Subject to restrictions.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 3 - Pledges Receivable

Pledges receivable are as follows at June 30, 2018:

Receivables due in less than one year $ 1,385,161
Receivables due in one to five years 2,231,475
Receivables due in more than five years 100,000

3,716,636
Less allowance for uncollectible pledges (11,708)
Less present value discount (85,364)

$ 3,619,564

Unconditional promises to give (pledges receivable) are from various entities, including foundations,
corporations, and individuals. The discount factor utilized in the present value calculation is the five-
year U.S. Treasury note rate as of June 30 of the fiscal year in which the commitment is made.

Approximately 67% of the Organization's pledges receivable as of the year ended June 30, 2018
consists of pledges from two donors.

Approximately 65% of the Organization's contributions for the year ended June 30, 2018 consists of
contributions from two donors.

Note 4 - Life Insurance Policies

The Organization is the owner and beneficiary of various donated life insurance policies with total cash
surrender values of $97,539 and face values of approximately $141,000 as of June 30, 2018.

Note 5 - Property and Equipment

Depreciation expense for the year ended June 30, 2018 was $36,206. The Organization's property and
equipment comprised the following at June 30, 2018:

Buildings and improvements $ 1,288,888
Equipment 84,658

1,373,546
Less accumulated depreciation (499,597)

$ 873,949
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 6 - Charitable Gift Annuity Contracts

The Organization has entered into several charitable gift annuity contracts. These contracts require the
Organization to make fixed payments to the beneficiaries over their lifetimes. Under a charitable gift
annuity contract, the assets received by the Organization are not held in trust separately from other
investments of the Organization. On the date each charitable gift annuity was established, the
Organization recorded a contribution equal to the difference between the amount transferred from the
donor and the present value of the future cash flows expected to be paid to the specified beneficiaries
using a discount rate equal to the then-current applicable federal rate. At the end of these contracts, the
majority of these assets are to be endowed and are included in permanently restricted net assets as
follows at June 30, 2018:

Assets held under gift annuity contracts $ 254,174
Less associated liabilities (160,797)

Net present value of assets held under contracts $ 93,377

Note 7 - Beneficial Interest in Long-Term Trusts Held by Others

The Organization has been named irrevocable remainder beneficiary for several trusts administered by
third-party corporate trustees. For these arrangements, beneficial interest in long-term trusts held by
others and contribution revenue are recorded at the estimated present value of the remainder interest
when the Organization has sufficient information to record it. These arrangements are revalued
annually to reflect changes in the remainder interest estimates. The Organization does not permit use of
the funds by the University until the expiration of the lifetime recipient's interest. The fair value of
these trusts as of June 30, 2018 was $3,585,975.

The Organization has been named irrevocable beneficiary of several perpetual trusts administered by
third-party corporate trustees. For these arrangements, beneficial interest in long-term trusts held by
others and contribution revenue are recorded at the fair value of the Organization's share of the trust
when the Organization has sufficient information to record it. Distributions received from the trustees
are recorded as interest income, and the change in fair value at year-end is recorded in change in value
of charitable gift annuities and long-term trusts held by others. The fair value of these trusts as of June
30, 2018 was $4,544,805.

Note 8 - Assets Held for Others

Assets held in trust for the University represent certain assets held for long-term investment purposes
by the Organization. The fair value of these assets was $549,879 at June 30, 2018.

- 15 -



UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 9 - Net Assets

Unrestricted Board-Designated Funds

The following unrestricted net assets were designated by the Board of Directors for the following
purposes at June 30, 2018:

Programs $ 738,980
Quasi-endowments 394,347
President's University Excellence programs 31,967
Matching programs 24,674

$ 1,189,968

Temporarily Restricted Net Assets

Temporarily restricted net assets (inclusive of contributions receivable) were designated for the
following purposes at June 30, 2018:

Programs $ 22,230,395
Scholarships 4,997,264
Capital improvements 2,496,788
Multiple designations 916,925
Time restricted 481,693
President's discretion 462,213
Other 84,654

$ 31,669,932

Permanently Restricted Net Assets

Permanently restricted net assets (inclusive of contributions receivable) were restricted to the following
at June 30, 2018:

Scholarships $ 49,205,954
Programs 39,151,169
Capital improvements 849,210
Other 58,093

$ 89,264,426
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 10 - Endowments

In order to create an "endowed fund" with the Organization, a donor must give a minimum initial gift
as defined in the endowment agreement. The Organization's endowment consists of approximately 500
individual funds established for a variety of purposes. The endowment includes donor-restricted
endowment funds, quasi-endowments, and Board-designated endowment funds. Donor-restricted
endowment funds are permanent charitable funds whose principal is treated in accordance with a
defined spending policy or that must be preserved in perpetuity as a condition imposed by the donor.
Quasi-endowments are those purpose-restricted gifts that are intended to be maintained in perpetuity or
to be spent over a specified time period, usually several years; however, under specific circumstances
defined by the donor, the principal may be invaded fully to meet the defined purpose. Board-designated
endowments are unrestricted funds designated by the Board of Directors to function as endowments.
As required by GAAP, net assets associated with endowment funds, including funds designated by the
Board of Directors to function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions. Most endowed funds are included in the Organization's
investment pool.

Interpretation of Relevant Law

The Organization has interpreted the Colorado Uniform Prudent Management of Institutional Funds
Act of 2006 ("UPMIFA") 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 Organization classifies permanently restricted net assets according to
the following methodology:

a) Donor-restricted endowments with specific donor stipulations on spending that prohibit the
Organization from using the corpus of the fund for defined spending distributions classify as
permanently restricted net assets (a) the original value and value of all subsequent gifts donated
to the permanent endowment and (b) accumulations to the permanent endowment made in
accordance with 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 in
permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure, at which time the amounts become unrestricted by
the Organization in a manner consistent with the standard of prudence prescribed by UPMIFA.

b) Donor-restricted endowments with specific donor stipulations on spending that allow the
Organization to use the corpus of the fund for defined spending distributions classify as
permanently restricted net assets (a) the original value and value of all subsequent gifts donated
to the permanent endowment, (b) accumulations to the permanent endowment made in
accordance with the applicable donor gift instrument at the time the accumulation is added to
the fund, and (c) all other assets of the fund not appropriated for expenditure.
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Notes to Financial Statements

Note 10 - Endowments (continued)

Interpretation of Relevant Law (continued)

In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund,
(2) The purposes of the Organization and the donor-restricted endowment fund,
(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 Organization, and
(7) The investment policies of the Organization.

Return Objectives and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking the
proper balance between preservation of capital and maintaining the purchasing power of the
endowment assets. Under this long-term investment policy, as approved by the Board of Directors, the
endowment assets are invested in a manner that is intended to produce a rate of return that provides for
growth over distributions and fees while assuming prudent risk. Actual returns in any given year may
vary from this amount. 

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). The Organization targets a diversified asset allocation to achieve
its long-term return objectives within prudent risk constraints. In consultation with the investment
consultant, the Investment Committee of the Organization is responsible for selecting the managers and
asset mix for the endowments of the Organization, keeping within the asset allocation ranges outlined
in the Board-approved investment policy statement.

Spending Policy and How the Investment Objectives Relate to Spending Policy

As of June 30, 2018, the Organization's endowment policy, approved by the Board of Directors, is to
generally appropriate for distribution each year 4% of the three-year rolling average of the fiscal year-
end fair value of each fund. Newly established endowments are invested for one full fiscal year before
the distributions begin. However, when any endowment's fair value drops more than 1% below the sum
of all gifts to the endowment, the distribution rate is 1%.
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UNIVERSITY OF NORTHERN COLORADO FOUNDATION, INC.

Notes to Financial Statements

Note 10 - Endowments (continued)

Spending Policy and How the Investment Objectives Relate to Spending Policy (continued)

The Organization assesses a management fee on all endowment funds. In general, for endowments
valued $1,000,000 or greater, the management fee was calculated at 1.25% of their fair values during
the year ended June 30, 2018. In general, for endowments valued less than $1,000,000, quasi-
endowments, and gift annuities, the management fee was calculated at 1.75% of their fair values during
the year ended June 30, 2018. However, in the case when any endowment's fair value drops more than
1.00% below the sum of all gifts to the endowment, the management fee is 1.00%.

Endowment Net Asset Investment Composition by Type of Fund as of June 30, 2018

The following table includes endowment investments but does not include pledges receivable for
endowments.

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted endowment funds $ - $ 1,378,868 $ 80,524,069 $ 81,902,937
Quasi-endowment funds - 4,005,776 - 4,005,776
Board-designated endowment funds 1,114,027 - - 1,114,027

Total funds $ 1,114,027 $ 5,384,644 $ 80,524,069 $ 87,022,740

Changes in Invested Endowment Net Assets for the Fiscal Year Ended June 30, 2018

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment assets at beginning of
year, June 30, 2017 $ 1,071,660 $ 4,873,377 $ 76,836,876 $ 82,781,913

Investment income
Investment income (loss), net of
expenses (922) (1,343) 152,891 150,626

Net realized and unrealized gains 66,408 433,459 4,632,089 5,131,956
Total investment income 65,486 432,116 4,784,980 5,282,582

Additions 19,981 98,813 1,412,249 1,531,043
Reinvested funds - 235,395 216,250 451,645
Appropriation of endowment assets
for expenditure (43,100) (287,341) (2,777,574) (3,108,015)

Donor reclassifications - 30,070 53,402 83,472
Other - 2,214 (2,114) 100

(23,119) 79,151 (1,097,787) (1,041,755)

Endowment assets at end of year,
June 30, 2018 $ 1,114,027 $ 5,384,644 $ 80,524,069 $ 87,022,740
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Notes to Financial Statements

Note 11 - Retirement Plan

The Organization has a Savings Incentive Match Plan for Employees Individual Retirement Account
retirement plan ("SIMPLE IRA"). Employees are eligible to participate in the SIMPLE IRA
immediately, which allows for pre-tax salary deferrals into the SIMPLE IRA. The Organization will
match up to 3% of the employee's gross salary, depending on the employee's deferral amount. For the
year ended June 30, 2018, the Organization contributed $12,311.

Note 12 - Related Party Transactions

The following is a summary of related party transactions between the Organization and the University.

The reported amount of accounts payable and accrued expenses at June 30, 2018 includes $889,424 of
amounts payable to the University for programs, scholarships, and other expenses.

The building used by the Organization for its administrative offices is located on land that is leased to
the Organization by the University. The land is leased to the Organization at $1 per year for 99 years.

Note 13 - Land Held for Sale

On December 19, 2017, the Organization received a gift of land from a donor with an independently
appraised value of $9,360,000. The land is to be sold and the proceeds used to fund a donor-restricted
endowment fund. The donor's purpose and intent is to provide support for new advanced degrees or
specialized disciplines and/or new programs or courses of study.
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