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Independent Auditors’ Report

The Board of Directors
Wichita State University Foundation
Wichita, Kansas

We have audited the accompanying financial statements of Wichita State University Foundation (the “Foundation”),
which comprise the statement of financial position as of June 30, 2015, and the related statements of activities, and cash
flows for the year then ended, and the related notes to the financial statements.

Report on 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
accerdance 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 auditor
considers 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.

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

Wichita State University Foundation as of June 30, 2015, 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 Matter

Report on Summarized Comparative Information

We have previously audited Wichita State University Foundation’s 2014 financial statements, and our report dated
September 29, 2014, expressed an unmodified opinion on those financial statements. In our opinion, the summarized

comparative information presented herein as of and for the year ended June 30, 2014, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

\mm&m “&HM‘% ™M Cann LC.

October 5, 2015
Wichita, Kansas
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WICHITA STATE UNIVERSITY FOUNDATION
STATEMENTS OF FINANCIAL POSITION

June 30, 2015
(With Summarized Financial Information at June 30, 2014)

2015 2014
ASSETS
Cash and cash equivalents $ 7.572,530 $ 10,207,569
Pledges receivable, less allowance for uncollectible
pledges (2015, $653,194; 2014, $167,692) 23,702,942 6,123,181
Investments 226,354,993 227,633,268
Mortgage receivable 41,297 43,752
Real estate 597,175 597,175
Buildings, equipment, furniture and software, at cost,
less accumulated de preciation 199,690 169,377
Cash surrender value of life insurance 4 314,517 3,984, 207
Collections 15,966,615 15,867,188
Other assets 881,412 1,004 615
TOTAL ASSETS $ 279,631,171 $ 265,630,332
LIABILITIES
Accounts payable and accrued expenses $ 449709 % 433,948
Annuities payable 847,978 831,405
Due to WSU Alumni Association 1,660,935 1,588,844
Due to WSU Board of Trustees 6,676,830 6,959 244
Due to WSU Departments 1,126,848 1,144,685
Due to WSU Intercollegiate Athletic Association, Inc. 8,014 515 6,161,864
TOTAL LIABILITIES 18,676,815 17,119,990
NET ASSETS
Unrestricted
Undesignated 5,314,650 6,146,005
Designated by the Board for endowment purposes 450,000 450,000
Total unrestricted 5,764 650 6,596,005
Temporarily restricted 83,717,522 82,514 764
Permanently restricted 171,472,184 159,399,573
TOTAL NET ASSETS 260,954 356 248,510,342
TOTAL LIABILITIES AND NET ASSETS $ 279,631,171 $ 265,630,332

.

See Notes to Financial Statements
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WICHITA STATE UNIVERSITY FOUNDATION

STATEMENTS OF CASH FLOWS
Year Ended June 30, 2015

(With Summarized Financial Information for the Year Ended June 30, 2014)

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net
cash flows from operating activities:
Depreciation
Loss on collection item
Contributions received for permanent endowment
Net realized and unrealized loss (gain)
on investments
Fair value of donated collection items
Fair value of donated investments and real estate
Donated facilities recorded as contributions
Donated facilities recorded as rent
Decrease (increase) in operating assets:
Pledges receivable
Contribution receivable
Other assets
Increase in operating liabilities:
Accounts payable and accrued expenses
Annuities payable

NET CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of furniture
Net purchases of investments
Principal payments received on mortgage receivable
Increase in cash surrender value of life insurance
Net purchases of collections

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contributions received for
pemanent endowment
Increase in due to affiliated entities

NET CASH FLOWS FROM FINANCING ACTIVITIES
NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

See Notes to Financial Statements

o

2015 2014
12,444,014 $ 21,654,604
9,399 7,224
3,900 5,500
(5,657,202) (5,692,751)
5,317,064 (19,666,668)
(103,327) (171,283)
2,376,257 1,208,822
162,000 162,000
(162,000) (162,000)
(17,579,761) (117,925)
: 3,000,000
123,203 (752,632)
15,761 43,950
16,573 (87,589)
(3,034,119) (568,658)
(39,712) -
(6,415,046) (3,188,809)
2,455 2,274
(330,310) (195,989)
- (279,810)
(6,782,613) (3,662,334)
5,657,202 5,692,751
1,524,491 (279,324)
7,181,693 5,413,427
(2,635,039) 1,182,435
10,207,569 9,025,134
7,572,530  $ 10,207,569
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies

Nature of operations - Wichita State University Foundation (the “Foundation”) provides
support for the educational undertakings of Wichita State University and all related beneficial
activities. It derives most of its revenue from contributions and earnings on investments.

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

Financial statement presentation - Financial statement presentation follows the
recommendations of the Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) 958-205, Financial Statements of Not-for-Profit
Organizations. Under FASB ASC 958-205, the Foundation is required to report information
regarding it's financial position and activities in three classes of net assets: unrestricted net
assets, temporarily restricted net assets, and permanently restricted net assets.
Temporarily restricted net assets are those which have been limited by donors to a
specified time period or purpose. Permanently restricted net assets are restricted by donors
to be maintained in perpetuity by the Foundation.

Basis of accounting - The Foundation's policy is to prepare its financial statements on the
accrual basis of accounting; consequently, the financial statements reflect all significant
receivables, payables, and other liabilities.

Income taxes - The Foundation is exempt from federal income tax under Section 501(c)(3) of
the Internal Revenue Code. In addition, the Foundation qualifies for the charitable contribution
deduction under Section 170(b)(1)(A) and has been classified as an organization other than a
private foundation under Section 509(a)(2).

The Foundation’s present accounting policy for the evaluation of uncertain tax positions is to
review those positions on an annual basis. A liability would be recorded in the financial
statements during the period which, based on all available evidence, management believes it
is more likely than not that the tax position would not be sustained upon examination by taxing
authorities and the liability would be incurred by the Foundation. The Foundation did not have
any material uncertain tax positions as of June 30, 2015.

Prior year comparative totals - The financial statements include certain prior year
summarized financial information in total, but not by net asset class. Such information does
not constitute a complete presentation in conformity with U.S. generally accepted accounting
principles. Accordingly, such information should be read in conjunction with the Foundation’s
2014 financial statements from which the summarized information was derived.

Contributions - Contributions of cash and other assets received without donor stipulations
are reported as unrestricted revenue and net assets. Contributions received with a donor
stipulation that limits their use are reported as temporarily or permanently restricted revenue
and net assets, depending on the nature of the restriction. When a donor stipulated time
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies (continued)

restriction ends or purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. Contributions having donor stipulations that are satisfied in the
period the contribution is received are reported as unrestricted revenue and net assets.

Donated property and equipment - Donations of property and equipment are recorded as
contributions at their estimated fair value at the date of donation. Such donations are reported
as increases in unrestricted net assets unless the donor has restricted the donated assetto a
specific purpose. Assets donated with explicit restrictions regarding their use and contributions
of cash that must be used to acquire property and equipment are reported as restricted
contributions. Absent donor stipulations regarding how long those donated assets must be
maintained, the Foundation reports expirations of donor restrictions when the donated or
acquired assets are placed in service as instructed by the donor. The Foundation reclassifies
temporarily restricted net assets to unrestricted net assets at that time.

Donated facilities and services — Donated facilities are valued at their fair rental value.
Donated services are recognized as contributions if the services (a) create or enhance non-
financial assets; or (b) require specialized skills, are performed by people with those sKills,
and would otherwise be purchased by the Foundation.

Donated assets - Donated marketable securities and other non-cash donations are recorded
as contributions at their estimated fair values at the date of donation.

Promises to give - Unconditional promises to give (pledges) expected to be collected within
one year are reported at their estimated net realizable value. Pledges expected to be collected
in future years are reported at the present value of estimated future cash flows based upon a
risk adjusted five year T-bill rate (3% at June 30, 2015). The resulting discount is amortized
and reported as contribution revenue. Conditional promises to give are recognized only when
the conditions on which they depend are substantially met and the promises become
unconditional. A pledge is written off when it reaches over 180 days past due or is
determined to be uncollectible.

Cash equivalents - The Foundation considers all liquid investments with original maturities of
three months or less to be cash equivalents. At June 30, 2015, cash equivalents consisted
primarily of money market accounts.

Collections - All collections of works of art and similar assets are capitalized. ltems added to
the collections are capitalized at cost, if purchased, or at estimated fair value at the date of
acquisition, if donated. Contributions of art are temporarily restricted and may be disposed of
with the proceeds received being restricted as to use.

Depreciation — Depreciation is computed by the straight line method over the following
estimated useful lives:

Assets Useful Lives
Buildings, equipment, furniture and software 3 -39 years
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies (continued)

Buildings, equipment, furniture and software — Buildings, equipment, furniture and
software are carried at cost, if purchased or the approximate fair value at the date of donation,
if donated. The Foundation capitalizes all expenditures for buildings, equipment and software
in excess of $5,000.

Expense allocation - The costs of providing various programs and other activities have been
summarized on a functional basis in the Statement of Activities. Accordingly, certain costs
have been allocated among the program services and supporting activities benefited.

Investments and investment return - The Foundation carries investments in equity
securities with readily determinable fair values and all investments in debt securities at their
fair values in the statement of financial position. Unrealized gains and losses are included in
the change in net assets in the accompanying statement of activities. Investment income and
gains/losses are included in unrestricted net assets, unless the income or gain/loss is
restricted by donor stipulation or law. Investment income and gains/losses restricted by
donors are reported as increases in unrestricted net assets if the restrictions are met (either a
stipulated time period ends or a purpose restriction is accomplished) in the reporting period in
which the income and gains are recognized.

Investment securities are exposed to various risks, such as interest rate, market fluctuation
and credit risk. Due to the level of risk associated with certain investment securities, it is
reasonably possible that changes in risks in the near term would materially affect investments
and the amounts reported in the statements of financial position.

The Foundation’s management is responsible for the fair value measurement of investments
reported in the financial statements and believes that the reported values are reascnable.

Investment return

Investment returns for the year ended June 30, 2015 are summarized below.

Interest and dividend income $ 4,047,664
Realized gains 1,151,019
Unrealized losses (5,317,064)

$ (118,381)
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Pledges receivable

Pledges receivable consists of unconditional promises to give as summarized below at June
30, 2015:

Due in less than one year $ 5,472,002
Due in one to five years 17,775,548
Due in more than five years 2,900,373
26,147 923

Less:
Allowance for uncollectible pledges 653,194
Unamortized discount (at effective rate of 3%) 1,791,787
2,444 981
$ 23,702,942

Permanently restricted pledges receivable total $7,178,837 at June 30, 2015 and are included
in pledges receivable above.

Buildings, equipment, furniture and software

Buildings, equipment, furniture and software are carried at cost, if purchased, or fair market
value, if donated.

Buildings, equipment, furniture and software $ 838,899
Less accumulated depreciation (639,209)
Net buildings, equipment, furniture and software $ 199,690

The Foundation’s policy is to depreciate buildings, equipment and software over their
remaining useful lives. The Foundation periodically evaluates the remaining useful life and
recoverability of such buildings, software and equipment in light of current circumstances, and
believes it will recover the carrying amount in future operations.

Annuities and trust payable

The Foundation has entered into agreements with individuals whereby the individuals have
deposited a sum of money with the Foundation. In exchange, the individuals are to receive,
during the term of their life, an annuity or annual sum of money based on the provisions of
each specific agreement. The difference between the original annuity amount invested and
the discounted liability for future payments, determined on an actuarial basis, is recognized as
contribution income at the date of gift. The actuarial liability is revalued annually and any
surplus or deficiency is recognized as a change in value and is included in “Other income” on
the statements of activities.



WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

(6) Collections

Accessions and deaccessions for collections during the year ended June 30, 2015 are
summarized as follows:

Collections, beginning of year $ 15,867,188
Accessions 103,327
Deaccessions (3,900)
Collections, end of year $ 15,966,615

{7) Retirement plan

The Foundation has a retirement plan covering substantially all salaried employees. The
Foundation’s contributions to the plan are 8.5% of total compensation paid to participants
during the plan year. Participants are immediately fully vested in their plan interests.
Contributions to the plan for the year ended June 30, 2015 totaled $173,412.

(8) Netassets

Temporarily restricted net assets are available for the following purposes at June 30, 2015:

Scholarships $ 14,274,656
Educational support 13,543,331
Athletics 521,298
Buildings and grounds 13,260,554
Museum support 20,152,038
Library support 564,460
Other 21,401,185

$ 83,717,522

Permanently restricted net assets are held in perpetuity. Summarized below is the amount
of permanently restricted net assets and the related purpose for which investment revenue
from these net assets can be expended, as of June 30, 2015:

Scholarships $ 92,787,952
Educational support 53,010,074
Athletics 169,929
Buildings and grounds 1,872,994
Museum support 3,226,099
Library support 2,287,923
Other 18,117,213

$ 171,472,184
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Endowment funds

The Foundation’s endowment consists of several individual funds established for a variety of
purposes. lts endowment includes both donor-restricted funds and funds designated by the
Board of Directors to function as endowments. As required by U.S. generally accepted
accounting principles, 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.

The Board of Directors of the Foundation has interpreted the 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 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 (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 fund 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 Foundation 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 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.

Investment Return Objectives, 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 also 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 4.25%, while growing the funds if possible. Therefore, the
Foundation expects its endowment assets to achieve a total return, net of fees, equal to or
greater than spending, administrative fees and inflation. The primary objective for the
portfolio is for total return to be greater than the Consumer Price Index plus spending policy
plus administrative fees. Actual returns in any given year may vary from this amount.
Investment risk is measured in terms of the total endowment fund; investment assets and
allocation between asset classes and strategies are managed to not expose the fund to
unacceptable levels of risk.

-10 -
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Endowment funds (continued)

Spending Policy. The Foundation has a policy of appropriating for distribution each year a
payout based on the following criteria:

All Endowed Funds:

e |f corpus value drops down to 75%, the board will review and decide whether to
continue payouts and at what rate.
e A payout of 4% calculated on a twenty quarter rolling market value average.

In establishing this policy, the Organization considered the long-term expected return on its
investment assets, the nature and duration of the individual endowment funds, most of which
must be maintained in perpetuity because of donor-restrictions, and the possible effects of
inflation.

Temporarily Permanently

Unrestricted Restricted Restricted Total
Donor-restricted endownment funds $ 5 $ 33977262 $ 160114899 $194,0092,161
Board-designated endowment funds 507,771 - - 507,771
Total funds $ 507,771 $ 33977262 $ 160114899 $194,599932

Board-designated endowment funds shown above are currently more than the board-
designated endowment funds as reported on the statement of financial position, due to market
gains incurred on these funds in the current year. The board’s intent is to maintain the
$450,000 as shown on the statement of financial position, however, the balance shown above
has been left with market gains included.

o 7
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Endowment funds (continued)

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,

beginning of year § 520,322 § 42509158 § 155221125 § 198,250,605
Investment return:

Investment income 7,650 3,025,217 - 3,032,867

Net depreciation (realized

and unrealized) (8,727) (3,314,462) - (3,323,189)

Total investment return (1,077) (289,245) - (290,322)
Contributions - 189,341 4,893,774 5,083,115
Appropriation of endowment

assets for expenditure (11,474) (8,431,992) - (8,443,466)
Endowment net assets, end of year $ 507,771 $ 33977262 $ 160,114,899 § 194,599,932

The Foundation’s permanently restricted net assets include various endowment funds
established by donors. Fair value of the assets of some of these funds was approximately
$795,717 less than the level required by donor stipulation or law at June 30, 2015.

Concentrations

Three donors accounted for 53% of undiscounted pledges receivable at June 30, 2015.

A significant amount of contributions are provided by a few major contributors. It is always
reasonably possible that benefactors, grantors, or contributors might be lost in the near term.

The Foundation maintains its cash in bank deposit accounts which, at times, may exceed
federally insured limits. The Foundation has not experienced any losses in such accounts.
The Foundation believes it is not exposed to any significant credit risk on cash and cash
equivalents.

- g -
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WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Fair value measurements

The Foundation reports required types of financial instruments in accordance with fair value
accounting standards. Fair value is 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. These standards require an entity to maximize the use of observable inputs (such as
quoted prices in active markets) and minimize the use of unobservable inputs (such as
appraisals or other valuation techniques) to determine fair value. In addition, the Foundation
reports certain investments using the net asset value per share as determined by investment
managers under the so called “practical expedient”. The practical expedient allows net asset
value per share to represent fair value for reporting purposes when the criteria for using this
method are met. Fair value measurement standards also require the Foundation to classify
these financial instruments into a three-level hierarchy, based on the priority of inputs to the
valuation technigue or in accordance with net asset value practical expedient rules, which
allow for Level 2 or Level 3 reporting depending on lock up and notice periods associated with
the underlying funds.

Instruments measured and reported at fair value are classified and disclosed in one of the
following categories:

Level 1 — Quoted prices are available in active markets for identical instruments as of the
reporting date. Instruments which are generally included in this category include listed equity
and debt securities publicly traded on an exchange.

Level 2 — Pricing inputs are other than quoted prices in active markets, which are either
directly or indirectly observable as of the reporting date, and fair value is determined through
the use of models or other valuation methodologies.

Level 3 — Pricing inputs are unobservable for the instrument and include situations where
there is little, if any, market activity for the instrument. The inputs into the determination of fair
value require significant management judgment or estimation. Level 3 also includes practical
expedient investments.

In some instances, the inputs used to measure fair value may fall into different levels of the
fair value hierarchy. Insuch instances, an instrument’s level within the fair value hierarchy is
based on the lowest level of input that is significant to the fair value measurement.

The Foundation recognizes transfers between levels in the fair value hierarchy at the end of
the reporting period.

Market price is affected by a number of factors, including the type of instrument and
characteristics specific to the instrument, as well as the effects of market, interest and credit
risk. Instruments with readily available active quoted prices, or for which fair value can be
measured from actively quoted prices, generally will have a higher degree of market price
observability and a lesser degree of judgment used in measuring fair value.

-13 -



WICHITA STATE UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

(11) Fair value measurements (continued)

It is reasonably possible that change in values of these instruments will occur in the near term
and that such changes could materially affect amounts reported in the Foundation'’s financial

statements.
Quoted Prices
In Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Certificates of deposit § 2082423 % = $ 2082423 %
Common & preferred stocks 44799233 44,799,233 »
Foreign stocks 36,617,180 36,617,180 -
Corporate bonds 21,634,063 - 21,634,063
Exchange-traded funds 2,453,514 2,453 514 -
Mortgage-backed securities 9,903,908 - 9,903,908
U.S. Government securities 13,211,716 13,211,716 -
Foreign bonds 3,316,617 - 3,316,617
Savings bonds 47,293 - 47,293
Zero coupon bonds 551,183 - 551,163
Commodity 3,188,693 3,188,693 -
Real estate 3,810,490 3,810,490 -
Hedge funds 59,780,436 - 59,780,436
Venture Capital / Private equity 24,958 274 24,958,274

$ 226,354,993 § 104,080,826 § 37535457 § 84738710

Assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3):

Venture
Hedge Capital/Private
Funds Equity Total
July 1,2014 $ 62932937 § 15885810 § 78,818,747
Total gains or losses included in investment
income (realized and unrealized) 1,267,296 1,772,533 3,039,829
Purchases, sales and settlements:
Purchases 161,406 9,851,888 10,013,294
Sales (4,581,203) (2,551,957) (7,133,160)
Transfers in and/or out of Level 3 - - -
June 30, 2015 $ 59780436 § 24958274 § 84738710

Level 2 valuation techniques

Fair value for certificates of deposits is measured by using the income approach and
calculating the present value of contractual cash flows to be received using market rates for
certificates of deposits with a similar remaining duration.
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Fair value measurements (continued)

Fair value of bonds is based on yields currently available on comparable securities of issuers
with similar credit ratings.

Fair value of mortgage-backed securities is based on an inferred market pricing which utilizes
assets that are matrix priced based on observable data for similar securities such as
collateralized mortgage obligations.

Level 3 valuation techniques

Fair value of hedge funds and venture capital/private equity is determined through
consideration of the net asset values provided by the fund manager and other market factors.
Other factors include, but are not limited to, estimates of liquidation value, prices of recent
transactions in the same or similar funds, current performance, future expectations of the
particular investment, and changes in market outlook and the financing environment.

A summary of Level 3 investments utilizing the net asset value practical expedient and their

attributes are as follows:

Redemption
Unfunded Frequency (If Redemption
Fair Value Commitments  Currently Eligible) _ Notice Period
Northgate Il (a) $ 1417611 § 67,200 n/a n/a
Northgate IV (b) 2,576,683 337,500 n/a n/a
Siguler Guff  (c) 1,193,327 120,000 n/a nfa
Varde Fund (d) 1,693,407 - n/a nfa
Venture Investment Assoc. | (e) 1,042,135 210,000 n/a n/a
Venture Investment Assoc. Il (e) 997,466 960,000 n/a n/a
Venture Investment Assoc. Il (e) 829,301 3,200,000 n/a n/a
WCP Real Estate Fund Ill, LLC (f) 1,708,000 - n/a nfa
Archstone Offshore Fund, Ltd. (g) 12,428,715 -
AQR Group EL Offshore Fund () 16,315,498 -
HBK Cffshore, Ltd. (CITCO) (i) 7,632,903 -
OZ Overseas Fund Il, Series D (i) 7,862,303 -
OZ Overseas Fund ||, Share Class H (i) 520,562 -
GSO Special Situations Cusip 86483480 (j) 83,761 -
Palo Alto Offshore II, Ltd. (k) 4,561,313 -
Graham Global Investment Fund Il, Ltd. (I) 4,754,321 -
Falcon Strategic Partners IV, L.P. (m) 2,070,724 776,653 n/a n/a
MKP Opportunity Offshore, LTD (n) 3,345,109 -
Claren Road Credit Fund (0) 2,978,475 -
Rimrock High Income Plus (p) 4,051,796 -
FEG POF Il - Series B (q) 1,100,000 4,100,000 nia n/a
FEG POF Il - Series C (g) 600,000 4,400,000 n/a n/a
Harvest MLP (r) 4,870,801
NGP Natural Resources (s) 104,499 1,895,499 n/a n/a
Total $ 84738710 § 16,066,852
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(11) Fair value measurements (continued)

(a) Venture capital fund is made up of approximately 28 partners with an emphasis of various
types of opportunities. Capital of $754,335 has been distributed since the Foundation’s
investment, and otherwise liquidation is expected to occur after 8 to 10 years once a
purchaser is found for the various partnerships.

(b) Investment is made up of a combination of venture capital and private equity. There are
approximately 17 partners. Capital of $1,000,972 has been distributed since the Foundation’s
initial investment and liquidation will occur in 8 to 10 years.

(c) Private equity fund that specializes in distressed opportunities’ companies. Capital of
$2,954,187 has been distributed but it will take 8 to 10 years for all capital to be distributed.

(d) Fund that invests in distressed opportunities with 20% in mortgage backed securities.
The investments are both in public (60%) and private (40%) companies. Liquidation is
expected to occur within 10 years from the initial investment. Capital of $306,589 has been
distributed.

(e) Private equity fund specializing in natural resources with an emphasis in energy. Capital
of $939,143 has been distributed and the investments will liquidate in 8 to 10 years from initial
investment.

(f) Private equity fund with a focus on distressed and opportunistic investments in real estate.
There has already been a capital distribution of $488,515 and the investment will liquidate in
8 to 10 years from the initial investment.

(g) Hedge fund of funds with investments in directional and non-directional equities. There
are 11 directional managers which make up 60% of the portfolio and 6 absolute return
managers which make up the remaining 40% of the portfolio. The one year lock up period for
this investment has expired and withdrawals can be made annually with a 90 day notice. This
fund makes up 20.8% of the hedge funds.

(h) Risk parity manager designed to reduce risk with exposure to equity, interest rate and
inflation. It will not have the big upswings in earnings or downswings in losses and provides a
steady return. There is no lock-up period for the investment and withdrawals can be
requested on a Tuesday and should be redeemed within 5 business days. This fund makes
up 27.3% of the hedge funds.

(i) Hedge funds which utilize a multi strategy in an attempt to diversify risks and reduce
volatility. Investments could be made in securities, financial assets or other strategies. All
lockup periods have expired for HBK and OZ. Otherwise, withdrawals can be made quarterly
with 65 days notice for HBK and 30 days notice for OZ. These two funds make up 26.8% of
hedge funds.

(j) Hedge fund which is a multi-strategy fund that invests in a broad array of securities, other
assets and opportunities within the corporate credit market. They seek to minimize downside
risk and protect principal by maintaining a diversified portfolio. The investment has been
liguidated and this balance will be paid upon completion of their 12/31/2015 annual audit.
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Fair value measurements (continued)

(k) Long/short hedge fund that specializes in healthcare companies. Redemptions may be
made with a 30 day notice on March 31 or September 30, limited to 50% of shares.

(I) This hedge fund is a global macro fund that is part of the diversifying strategies allocation.
There is no lock up period and withdrawals can be made monthly with prior notification of
three business days.

(m) This fund focuses on privately placed mezzanine investments consisting primarily of
subordinated debt. Distributions of $344,603 have been made from the fund and the fund
should liquidate within 10 to 12 years of the initial investment.

(n) This hedge fund is a discretionary global macro manager with a focus on fixed income
and interest rates. There is no lock up period and redemptions can be monthly with a 60 day
notice.

(0) This is a long/short credit manager hedge fund with fundamental evaluations of internally
generated credit analysis. There is a one year lock up period and then quarterly redemptions
with a 45 day notice.

(p) Thisis a fixed income hedge manager. There is a one year lock up period then quarterly
redemptions with a 45 day notice.

(9) A commitment has been made to invest $10 million in FEG Private Opportunities Fund Il,
but there have been no requests to fund the investment at this time. This is a private capital
fund of funds with lower cost and less administration for separate private capital managers.
The investments will include global private equity, real assets and special situations.

(r) This is an investment firm focused on managing portfolios of publicly-traded midstream
energy securities (master limited partnership). Redemptions can be made monthly.

(s) A commitment of $2 million has been made to this fund. The fund should liquidate in
about 6 years from the initial investment.

Fair value of financial instruments

Fair values of financial instruments for which the Foundation did not elect the fair value option
includes cash and cash equivalents, accounts payable and accrued expenses. The fair value
of such instruments was determined to approximate carrying value given the short term
nature of these instruments using level 2 fair value methods. Net realizable values could be
materially different from estimates at June 30, 2015. In addition these estimates are only
indicative of the value of the individual financial instruments and should not be considered an
indication of the fair value of the Foundation.

The fair value of the Foundation's pledges receivable is estimated by discounting the future

cash flows using the risk adjusted rates currently offered for deposits of similar remaining
maturities which is a level 2 fair value method.
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Fair value of financial instruments (continued)

The fair value of the Foundation’s cash surrender value of life insurance is based on the
Foundation’s share of the cash surrender value of the respective life insurance policy as
represented by the life insurance company which is a level 2 fair value method.

The fair value of annuities payable is estimated by discounting the future cash flows using the
risk adjusted rates at which similar agreements would be written for the same remaining
maturities which is a level 2 fair value method.

Agency transactions

The liability accounts "Due to WSU Alumni Association, WSU Board of Trustees, WSU
Departments and WSU Intercollegiate Athletic Association, Inc." represent the fair market
value of the net cumulative transfers by these Organizations to the Foundation, as well as
earnings thereon.

Subsequent events

An evaluation of subsequent events was completed by management through October 5,
2015, which represents the date the financial statements were available to be issued. No
significant items were noted during this evaluation that would require disclosure in the
financial statements or accompanying footnotes.
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