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Independent Auditors’ Report 

The Board of Directors 

Iowa State University Foundation: 

We have audited the accompanying combined financial statements of the Iowa State University Foundation, 

the Iowa State University Achievement Fund, and the Original University Foundation (herein collectively 

referred to as the Foundation), which comprise the combined statements of financial position as of June 30, 

2015 and 2014, and the related combined statements of activities and changes in net assets, and cash flows 

for the years then ended, and the related notes to the combined financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these combined financial statements 

in accordance with U.S. generally accepted accounting principles; this includes the design, implementation, 

and maintenance of internal control relevant to the preparation and fair presentation of combined financial 

statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these combined financial statements based on our audits. We 

conducted our audits in accordance with auditing standards generally accepted in the United States of 

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether the combined financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

combined financial statements. The procedures selected depend on the auditors’ judgment, including the 

assessment of the risks of material misstatement of the combined financial statements, whether due to fraud 

or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation and fair presentation of the combined financial statements in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 

of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the combined financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

KPMG LLP
2500 Ruan Center
666 Grand Avenue
Des Moines, IA 50309

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

In our opinion, the combined financial statements referred to above present fairly, in all material respects, 

the financial position of the Foundation as of June 30, 2015 and 2014, and the results of their operations and 

their cash flows for the years then ended, in accordance with U.S. generally accepted accounting principles. 

 

Des Moines, Iowa 

October 29, 2015 
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IOWA STATE UNIVERSITY FOUNDATION

Combined Statements of Financial Position

June 30, 2015 and 2014

Assets 2015 2014

Cash and cash equivalents $ 3,245,523   2,678,195   

Receivables:
Pledges – net 74,934,811   74,626,036   
Estates 6,844,772   3,849,258   
Funds held in trust by others 27,716,108   26,753,128   

Total receivables 109,495,691   105,228,422   

Investments:
Pooled investments 753,253,463   713,798,578   
Other marketable securities 35,110,944   37,703,493   
Real estate and other investments 12,809,961   13,383,133   

Total investments 801,174,368   764,885,204   

Property and equipment – net 4,027,426   3,390,319   
Other assets 6,134,782   5,037,502   

Total $ 924,077,790   881,219,642   

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued liabilities $ 1,127,079   718,985   
Due to related organizations 18,262,767   14,040,058   
Bonds payable 2,333,322   2,463,636   
Long-term liabilities 1,889,777   2,066,601   
Annuities payable 19,017,873   20,559,660   

Total liabilities 42,630,818   39,848,940   

Net assets:
Unrestricted 25,384,784   26,660,459   
Temporarily restricted 244,723,464   214,629,490   
Permanently restricted 611,338,724   600,080,753   

Total net assets 881,446,972   841,370,702   
Total $ 924,077,790   881,219,642   

See accompanying notes to combined financial statements.
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IOWA STATE UNIVERSITY FOUNDATION

Combined Statement of Activities and Changes in Net Assets

Year ended June 30, 2015

Temporarily Permanently
Unrestricted restricted restricted Total

Revenues, gains and other support:
Contributions $ 3,511,041   86,159,276   26,564,680   116,234,997   

Investment return:
Pooled investments 8,063,230   21,608,975   (16,637,345)  13,034,860   
Nonpooled investments 107,991   566,802   435,505   1,110,298   

Total investment return 8,171,221   22,175,777   (16,201,840)  14,145,158   

Fundraising service revenue 2,918,349   —    —    2,918,349   
Return on funds held in trust by others —    1,215,194   1,515,828   2,731,022   
Other 53,459   2,037,773   262,436   2,353,668   
Net assets released from restrictions 81,465,243   (81,465,243)  —    —    

Total revenues, gains and other support 96,119,313   30,122,777   12,141,104   138,383,194   

Expenses:
Program 81,822,783   —    —    81,822,783   
Operating:

Fundraising 11,578,513   —    —    11,578,513   
Administrative 3,993,692   —    —    3,993,692   

Annuity liability adjustment —    28,803   883,133   911,936   

Total expenses 97,394,988   28,803   883,133   98,306,924   

Change in net assets (1,275,675)  30,093,974   11,257,971   40,076,270   

Net assets – beginning of year 26,660,459   214,629,490   600,080,753   841,370,702   
Net assets – end of year $ 25,384,784   244,723,464   611,338,724   881,446,972   

See accompanying notes to combined financial statements.
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IOWA STATE UNIVERSITY FOUNDATION

Combined Statement of Activities and Changes in Net Assets

Year ended June 30, 2014

Temporarily Permanently
Unrestricted restricted restricted Total

Revenues, gains and other support:
Contributions $ 2,824,612   56,867,981   24,277,046   83,969,639   

Investment return:
Pooled investments 12,913,408   22,514,169   52,492,069   87,919,646   
Nonpooled investments 2,178,246   2,038,573   3,120,411   7,337,230   

Total investment return 15,091,654   24,552,742   55,612,480   95,256,876   

Fundraising service revenue 2,699,364   —    —    2,699,364   
Return on funds held in trust by others —    1,803,116   1,830,793   3,633,909   
Other 54,648   1,470,100   335,885   1,860,633   
Net assets released from restrictions 78,070,058   (78,070,058)  —    —    

Total revenues, gains and other support 98,740,336   6,623,881   82,056,204   187,420,421   

Expenses:
Program 80,689,389   —    —    80,689,389   
Operating:

Fundraising 10,292,397   —    —    10,292,397   
Administrative 3,740,414   —    —    3,740,414   

Annuity liability adjustment —    605,510   1,794,190   2,399,700   

Total expenses 94,722,200   605,510   1,794,190   97,121,900   

Change in net assets 4,018,136   6,018,371   80,262,014   90,298,521   

Net assets – beginning of year 22,642,323   208,611,119   519,818,739   751,072,181   
Net assets – end of year $ 26,660,459   214,629,490   600,080,753   841,370,702   

See accompanying notes to combined financial statements.
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IOWA STATE UNIVERSITY FOUNDATION

Combined Statements of Cash Flows

Years ended June 30, 2015 and 2014

2015 2014

Cash flows from operating activities:
Change in net assets $ 40,076,270   90,298,521   
Adjustments to reconcile change in net assets to net cash

used in operating activities:
Contributions restricted for long-term investment (16,082,826)  (18,301,894)  
Noncash contributions (40,723,519)  (12,935,559)  
Sales of other marketable securities converted to cash

nearly immediately 26,249,585   7,380,394   
Additions to annuities payable, net of maturities (323,669)  155,104   
Income restricted for long-term investment (352,398)  (314,942)  
Realized and unrealized gains on pooled and nonpooled

investments (11,762,698)  (91,707,409)  
Return on funds held in trust by others (2,731,022)  (3,633,909)  
Depreciation and amortization 249,855   225,961   
Annuities payable and long-term liabilities 1,394,442   2,834,521   
Changes in:

Receivables (400,648)  (12,157,897)  
Other assets (227,750)  7,087   
Cash surrender value of insurance policies (292,014)  (325,665)  
Accounts payable and accrued liabilities 408,094   (178,175)  
Due to related organizations 4,222,709   3,084,193   

Net cash used in operating activities (295,589)  (35,569,669)  

Cash flows from investing activities:
Purchases of pooled investments and other marketable securities (231,067,819)  (310,655,193)  
Sales of pooled investments and other marketable securities 207,045,281   326,927,437   
Purchases of property and equipment (886,962)  (162,642)  
Sales of real estate 3,618,159   966,358   
Sales of other assets 236,274   287,943   

Net cash (used in)/provided by investing activities (21,055,067)  17,363,903   

Cash flows from financing activities:
Contributions restricted for long-term investment 16,082,826   18,301,894   
Income restricted for long-term investment 352,398   314,942   
Sales of other marketable securities with proceeds restricted

for long-term use 8,447,023   3,338,393   
Payments on bonds (130,313)  (116,885)  
Annuity payments (2,833,950)  (2,857,301)  

Net cash provided by financing activities 21,917,984   18,981,043   

Change in cash and cash equivalents 567,328   775,277   

Cash and cash equivalents – beginning of year 2,678,195   1,902,918   
Cash and cash equivalents – end of year $ 3,245,523   2,678,195   

See accompanying notes to combined financial statements.
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(1) Summary of Significant Accounting and Reporting Policies and Related Matters 

(a) Objectives 

The mission of the Iowa State University Foundation, the Iowa State University Achievement Fund, 

and the Original University Foundation (herein collectively referred to as the Foundation) is to inspire 

philanthropy to advance Iowa State University’s (the University) mission of creating, sharing, and 

applying knowledge to make Iowa and the world a better place. The Foundation has been recognized 

as a not-for-profit organization by the Internal Revenue Service as described in Section 501(c)(3) of 

the Internal Revenue Code (the Code) and, accordingly, is exempt from federal income taxes on related 

income pursuant to Section 501(a) of the Code. 

(b) Basis of Presentation 

The accompanying combined financial statements include the accounts of the three organizations 

comprising the Foundation. All transactions among the organizations have been eliminated. Combined 

financial statements are presented because the organizations have a common Board of Directors, 

common management, and the common objective to promote the welfare of the University and its 

faculty, graduates, students, and former students. 

The combined financial statements of the Foundation have been prepared on the accrual basis of 

accounting. The preparation of financial statements in conformity with U.S. generally accepted 

accounting principles (GAAP) 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 the financial statements and the reported amounts of revenues and expenses during the reporting 

period. Actual results could differ from those estimates. 

The Foundation classifies net assets and revenues, expenses, and gains and losses based on the 

existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Foundation and 

changes therein are classified and reported as follows: 

Unrestricted Net Assets – Net assets that are not subject to donor-imposed restrictions. 

Temporarily Restricted Net Assets – Net assets subject to donor-imposed restrictions that may or will 

be met either by actions of the Foundation and/or the passage of time. 

Permanently Restricted Net Assets – Net assets subject to donor-imposed restrictions that they be 

maintained permanently by the Foundation. 

Temporarily restricted net assets are those whose use by the Foundation have been limited by donors 

to a specific time period or purpose. When a donor restriction expires, that is, when a stipulated time 

restriction ends or purpose restriction is accomplished, temporarily restricted net assets are classified 

as unrestricted net assets and reported in the combined statements of activities and changes in net 

assets as net assets released from restrictions. Donor restricted contributions whose restrictions are met 

within the same year as received are reported as restricted contributions and subsequently released 

from restriction in the accompanying combined financial statements. 
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Contributions of cash or other assets to be used to acquire land, buildings, and equipment are reported 

as revenues of the temporarily restricted net asset class. The restrictions are considered to be released 

at the time of acquisition of such long-lived assets. 

(c) Fair Value of Financial Instruments 

Financial instruments are generally described as cash, contractual obligations, or rights to pay or 

receive cash. The carrying amount approximates fair value for certain financial instruments, because 

of the short-term maturity of these instruments, which include receivables (other than pledges and 

funds held in trust by others), accrued interest, accounts payable and accrued liabilities, and due to 

related organizations. The carrying amount approximates fair value for pledges receivable as the 

balance, less an allowance for uncollectible accounts, is discounted using a risk-free rate. 

Fair value estimates for funds held in trust by others and investments are made at a specific time based 

on relevant market information. These estimates are subjective in nature and involve uncertainties and 

matters of significant judgment and, therefore, cannot be determined with precision. Changes in 

assumptions could significantly affect the estimates. 

The carrying values of other assets, bonds payable and long-term liabilities approximates fair value 

because these financial instruments bear interest at rates that approximate current rates the Foundation 

could obtain on contracts or notes with similar maturities and credit qualities. 

The Foundation follows the established framework for measuring fair value in accordance with GAAP 

and presents expanded disclosures about fair value measurements. Required disclosures are included 

in note 3. Specifically, all financial instruments reported at fair value are classified based on the inputs 

used to determine the value, as follows: 

Level 1 – Valuation is based upon quoted prices for identical instruments traded in active markets. 

Level 2 – Valuation is based upon quoted prices for similar instruments in active markets, quoted prices 

for identical or similar instruments in markets that are not active, and model based valuation techniques 

for which all significant assumptions are observable in the market. 

Level 3 – Valuation is generated from model based techniques that use significant assumptions not 

observable in the market. These unobservable assumptions reflect our own estimates of assumptions 

that market participants would use in pricing the asset or liability. Valuation techniques include use of 

option pricing models, discounted cash flow models, and similar techniques. 

(d) Cash and Cash Equivalents 

The Foundation considers highly liquid debt instruments purchased with a maturity of three months or 

less from the date of purchase to be cash and cash equivalents, except for cash and cash equivalents 

held by the investment portfolio. The Foundation maintains deposits in financial institutions that 

consistently exceed the Federal Deposit Insurance Corporation (FDIC) insured limit of $250,000 per 

bank. Beginning January 1, 2015, the amounts in excess of the FDIC insured limit are swept into a 

collateralized overnight repurchase account with the same institution, eliminating the risk of uninsured 

cash balance. Therefore, there were no amounts in excess of the FDIC insured limit as of June 30, 

2015. As of June 30, 2014, the Foundation had cash balances on deposit with banks that exceeded the 



IOWA STATE UNIVERSITY FOUNDATION 

Notes to Combined Financial Statements 

June 30, 2015 and 2014 

 9 (Continued) 

balance insured by the FDIC in the amount of $1,748,860. The Foundation has not experienced any 

losses in such accounts and management believes it is not exposed to any significant credit risk. 

(e) Pledges Receivable - Net 

The Foundation records pledges receivable at net realizable value. Pledges expected to be collected in 

future years are reported based on the present value of the estimated future cash flows using discount 

rates that range between 0.77% and 6.21%. An allowance for uncollectible pledges is estimated based 

upon the Foundation’s collection history and is netted against the gross pledges receivable, which 

removes credit risk from the balance. As a result, the discount rate approximates the risk-free interest 

rate at the time of the pledge. 

(f) Receivables from Estates 

The Foundation records receivables from estates at the time it is notified of the death of a donor and 

there is no evidence that the provisions of the donor’s will are to be contested. 

(g) Funds Held in Trust by Others 

The Foundation may be a full or partial beneficiary of irrevocable charitable remainder or perpetual 

trust accounts that are held by another entity, such as a bank or another charitable organization. The 

Foundation records its interest in these trusts at fair value for perpetual trusts based on prices obtained 

from third parties and at the present value of the estimated future cash receipts from the assets of the 

trust for charitable remainder trusts. The balances are recorded upon the discovery of their existence, 

using the most current information available. 

(h) Investments 

Investments in equity securities with readily determinable fair values and all investments in debt 

securities are measured at fair value. Certain pooled investments, other marketable securities, and 

funds held in trust by others are recorded at fair value by management based on values provided by an 

external investment manager and quoted market values. Other pooled investments include alternative 

investments whose fair values (net asset values used as a practical expedient) have been estimated by 

management utilizing information provided by the respective funds’ general manager and investment 

managers in the absence of readily ascertainable fair market values. The estimated values may differ 

materially from the values that would have been used had readily available markets for the investments 

existed. Real estate includes farm land carried at fair value based on independent appraisals, which are 

adjusted by the change in land values based on U.S. Census of Agriculture estimates and the latest 

survey of Iowa real estate brokers, and other real estate carried at fair value based on independent 

appraisals and other management estimates. 

The Foundation’s accounting system ensures that each participating fund receives its proportionate 

share of the pooled investments’ total return (earnings/loss plus appreciation/depreciation). Periodic 

distributions are made available for spending based on the market value of each fund. The current 

distribution is 4.25% of the average market value over the preceding twelve quarters. To the extent 

that the pool’s total return is greater or less than the spending distributions, the market value per fund 

increases or decreases accordingly. The basis of investments sold is determined by specific 

identification of the assets sold. 
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The Foundation has ownership of certain cash and cash equivalents that are not in the possession of 

the Foundation but are held, along with other marketable securities, by outside investment managers. 

Although these cash and cash equivalents are readily available to the Foundation, it is the intent of the 

Foundation to hold these cash and cash equivalents for investment purposes and to classify these cash 

and cash equivalents as investment assets. 

(i) Endowments 

The Foundation follows the guidance on the net asset classification of donor-restricted endowment 

funds for nonprofit entities subject to the Uniform Prudent Management of Institutional Funds Act of 

2006 (UPMIFA). Iowa has enacted a version of the Iowa Uniform Prudent Management of 

Institutional Funds Act. 

UPMIFA establishes regulations in regards to the expenditure and financial statement disclosure of 

donor-restricted endowment funds. The Not-for-Profit Entities Topic of the Financial Accounting 

Standards Board (FASB) Accounting Standards Codification (ASC) clarifies the classification and 

disclosure of donor-restricted endowment funds in response to the guidelines within UPMIFA. 

The Board of Directors of the Foundation has interpreted UPMIFA as requiring the preservation of the 

endowment in accordance with explicit and implicit donor stipulations. As a result of this 

interpretation, the Foundation classifies as permanent endowment (a) the original value of gifts 

donated to the permanent endowment, (b) the original value of subsequent gifts donated to the 

permanent endowment, and (c) net changes (investment appreciation and depreciation less spending) 

to the permanent endowment in accordance with donor gift instruments and the Foundation’s 

investment policy. The spending distributed from the endowment in accordance with the Foundation’s 

approved spending policy (see below) is classified as temporarily restricted until those amounts are 

expended by the University. 

In accordance with UPMIFA, the Foundation’s Board of Directors considers the following factors in 

making a determination to appropriate donor-restricted endowment funds: 

 The duration and preservation of the endowment fund 

 The purposes of the Foundation and the endowment fund 

 General economic conditions 

 The possible effect of inflation or deflation 

 The expected total return from income and the appreciation of investments 

 Other resources of the Foundation 

 The investment policy of the Foundation 
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The Foundation has adopted an investment policy for endowment assets that attempts to provide a 

predictable stream of funding to programs supported by the endowment while seeking to maintain the 

purchasing power of the endowment assets. Stated investment objectives of the investment policy are 

as follows: 

 The primary financial objective is to preserve and enhance the pool’s inflation-adjusted 

purchasing power net of all investment management costs, while providing funds for current 

spending. 

 The primary investment objective is to attain an average annual real total return (net of all 

investment related fees) in excess of total expenditures (spending and overhead expenses), as 

measured over rolling ten-year periods. 

The Foundation’s investment policy includes a spending policy (as approved annually by the Board of 

Directors) which provides quarterly distributions to the University from the endowment funds to be 

expended by the University in accordance with the applicable donor-restricted purposes. The current 

spending policy provides an annual distribution of 4.25% of the average market value of the 

endowment over the preceding twelve quarters. 

(j) Property and Equipment - Net 

The Foundation records property and equipment at cost at the date of acquisition and is presented net 

of accumulated depreciation. Depreciation is based on the estimated useful life of the asset using the 

straight-line method. 

Office furniture/computer equipment 3–5 years
Building 30 years

 

(k) Annuities Payable 

The Foundation accepts contributions in charitable remainder trusts and gift annuities, whereby donors 

may contribute assets to the Foundation in exchange for the right of a named beneficiary to receive a 

fixed dollar annual return or a specific percentage of the fair value of the trust assets, valued as of the 

beginning of the calendar year, during the beneficiary’s lifetime. A portion of the donation is 

considered to be a charitable contribution for income tax purposes. The difference between the amount 

provided for the trust and the present value of the liability for future payments, determined on an 

actuarial basis, is recognized as a contribution at the date of the gift. 

At the date of contribution, the Foundation records a split interest agreement obligation to the named 

beneficiaries based on the present value of the estimated payments to the named beneficiaries. The 

liability is reviewed and revalued annually based upon actuarially computed present values. The 

present value of estimated payments is based on actuarially determined life expectancy tables, trust 

asset growth assumptions, and discount rates ranging from 1.2% to 10.0%. If a portion of the remaining 

interest at termination of the trust is payable to beneficiaries other than the Foundation, this liability is 

valued based upon actuarially computed present values and recorded as a long-term liability. The 

resulting actuarial gain (loss) is recorded in the combined statements of activities and changes in net 

assets. 
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The assets in the split interest agreements are stated at fair value in the Foundation’s combined 

financial statements. These assets total approximately $33,077,000 and $36,123,000 at June 30, 2015 

and 2014, respectively, and are included in “Other Marketable Securities” in the combined statements 

of financial position. 

(l) Revenue Recognition 

Unconditional promises to give cash and other assets are reported at fair value at the date the promise 

is received. Unconditional promises and other gifts are reported as either temporarily or permanently 

restricted support if they are received with donor stipulations that limit the use of the donated assets. 

Conditional promises to give are not recognized until they become unconditional; that is, when the 

conditions on which they depend are substantially met. Donated assets are initially recorded at their 

estimated fair value at date of receipt. 

(m) Fundraising Service Revenue 

Fundraising service revenue are payments from service contracts with the University in support of 

fundraising services provided by the Foundation. Fundraising service revenues are recognized when 

the services are performed. 

(n) Income Taxes 

The Foundation recognizes the effect of income tax positions only if those positions are more likely 

than not of being sustained. Such tax positions, which are more than 50% likely of being realized, are 

measured at their highest value. Changes in recognition or measurement are reflected in the period in 

which the change in judgment occurs. During 2015 and 2014, management determined that there are 

no income tax positions requiring recognition in the combined financial statements. 

(o) New Accounting Standards 

ASU No. 2013-06, Services Received from Personnel of an Affiliate – In June 2013, the FASB issued 

ASU No. 2013-06, Services Received from Personnel of an Affiliate. ASU No. 2013-06 requires a 

not-for-profit entity that receives personnel services that are performed by employees of an affiliate to 

recognize those services and to measure them, with certain exceptions, at the affiliate’s cost including 

all direct personnel costs. The Foundation adopted this guidance as of July 1, 2014. The Foundation 

has evaluated the impact of adopting this guidance on its disclosure included within the notes to the 

combined financial statements and determined that the impact is not material to the combined financial 

statements. 

(p) Subsequent Events 

Subsequent events related to the combined financial statements have been evaluated through 

October 29, 2015, which is the date the combined financial statements were available to be issued, and 

it has been determined that there are no events that require adjustment to, or disclosure in, these 

combined financial statements. 
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(2) Pledges Receivable – Net 

The components of the net pledges receivable as of June 30, 2015 and 2014, are as follows: 

2015 2014

Gross pledges receivable $ 81,354,989   81,873,895   
Allowance for uncollectible pledges (1,926,552)  (2,770,349)  
Discount to present value (4,493,626)  (4,477,510)  

Net pledges receivable $ 74,934,811   74,626,036   

 

The Foundation estimates that payments on these gross pledges receivable as of June 30, 2015 will be 

received as follows: 

2015/2016 $ 24,434,996   
2016/2017 19,122,671   
2017/2018 10,449,638   
2018/2019 7,237,829   
2019/2020 4,390,300   
Thereafter 15,719,555   

$ 81,354,989   

 

In addition, the Foundation has received notification of deferred gifts totaling approximately $538 million 

and $492 million as of June 30, 2015 and 2014, respectively, primarily in the form of revocable wills. These 

are considered conditional pledges and have not been recorded in the combined financial statements, but will 

be when the conditions are met. 
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(3) Investments 

Investments are comprised of the following balances as of June 30, 2015 and 2014: 

2015 2014

Pooled investments:
Equity:

U.S. $ 54,922,037   93,765,362   
Non U.S. 66,858,713   69,749,884   
Global 131,057,154   101,081,374   

Total equity 252,837,904   264,596,620   

Fixed income:
U.S. 154,210,483   142,265,151   
Non U.S. 12,261,884   13,392,353   

Total fixed income 166,472,367   155,657,504   

Hedge funds:
U.S. long short 36,117,700   27,949,904   
Global long short 19,936,648   16,859,564   
Event driven arbitrage 43,070,488   48,613,456   
Other 61,929,620   52,148,951   

Total hedge funds 161,054,456   145,571,875   
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2015 2014

Private equity $ 83,328,292   72,056,338   
Real estate 18,086,931   17,737,545   
Natural resources/commodities 20,894,925   19,786,142   
Cash and cash equivalents 50,456,423   38,332,340   
Accrued interest 372,165   310,214   
Accrued manager fees (250,000)  (250,000)  

753,253,463   713,798,578   

Other marketable securities:
Equity:

U.S. 11,806,886   11,028,405   
Non U.S. 7,565,830   8,291,375   
Global 1,793,648   3,623,035   

Total equity 21,166,364   22,942,815   

Fixed income:
U.S. 4,166,546   4,383,896   
Global 8,756,641   9,385,944   

Total fixed income 12,923,187   13,769,840   

Cash and cash equivalents 1,021,393   990,838   

35,110,944   37,703,493   

Real estate and other investments:
Real estate 11,422,194   11,773,667   
Notes receivable from affiliated entities 1,387,767   1,609,466   

Total investments $ 801,174,368   764,885,204   

 

Notes receivable from affiliated entities includes a note receivable from the Iowa State University Research 

Park (the Research Park), an affiliate. This note resulted from the transfer of 79.6751 acres from the 

Foundation to the Research Park. Payment to the Foundation occurs upon the sale of any lots or portion of 

the acreage. The Foundation receives the initial principal amount of the mortgage divided by the number of 

acres transferred, multiplied by the amount of the acreage of the property sold plus 6% simple interest 

accrued from September 1, 1996. The note is secured by a mortgage on certain land and premises described 

in the note agreement. 
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Investment valuations are established and classified based on a variety of inputs (see note 1). The input 

classifications or levels by investment category as of June 30, 2015 and 2014, are shown in the following 

tables. 

Fair value measurements at June 30, 2015

Investments Level 1 Level 2 Level 3 Total

Equity:

U.S. $ 11,652,447  54,922,037  154,439  66,728,923  

Non U.S. 42,234,332  32,190,211  —  74,424,543  

Global 60,485,977  36,109,247  36,255,578  132,850,802  

Total equity 114,372,756  123,221,495  36,410,017  274,004,268  

Fixed income:

U.S. 79,456,776  78,920,253  —  158,377,029  

Non U.S. —  12,261,884  —  12,261,884  

Global 8,756,641  —  —  8,756,641  

Total fixed income 88,213,417  91,182,137  —  179,395,554  

Hedge funds:

U.S. long short —  5,270,096  30,847,604  36,117,700  

Global long short —  5,773,130  14,163,518  19,936,648  

Event driven arbitrage —  20,250,515  22,819,973  43,070,488  

Other —  59,890,586  2,039,034  61,929,620  

Total hedge funds —  91,184,327  69,870,129  161,054,456  

Private equity —  —  83,328,292  83,328,292  

Real estate —  —  29,509,125  29,509,125  

Natural resources/commodities —  —  20,894,925  20,894,925  

Cash and cash equivalents 51,477,816  —  —  51,477,816  

$ 254,063,989  305,587,959  240,012,488  799,664,436  

Accrued interest 372,165  

Accrued manager fees (250,000) 

Notes receivable from affiliated entities 1,387,767  

Total investments 801,174,368  

 

Other assets Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 3,245,523  —  —  3,245,523  

Funds held in trust by others —  17,656,706  10,059,402  27,716,108  

Cash surrender value of insurance

policies —  —  4,650,920  4,650,920  
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Fair value measurements at June 30, 2014

Investments Level 1 Level 2 Level 3 Total

Equity:

U.S. $ 55,174,898  49,464,430  154,439  104,793,767  

Non U.S. 44,568,585  33,472,674  —  78,041,259  

Global 35,217,254  37,966,370  31,520,785  104,704,409  

Total equity 134,960,737  120,903,474  31,675,224  287,539,435  

Fixed income:

U.S. 61,449,494  85,199,553  —  146,649,047  

Non U.S. —  13,392,353  —  13,392,353  

Global 9,385,944  —  —  9,385,944  

Total fixed income 70,835,438  98,591,906  —  169,427,344  

Hedge funds:

U.S. long short —  5,218,406  22,731,498  27,949,904  

Global long short —  5,531,887  11,327,677  16,859,564  

Event driven arbitrage —  19,803,496  28,809,960  48,613,456  

Other —  49,841,094  2,307,857  52,148,951  

Total hedge funds —  80,394,883  65,176,992  145,571,875  

Private equity —  —  72,056,338  72,056,338  

Real estate —  —  29,511,212  29,511,212  

Natural resources/commodities —  —  19,786,142  19,786,142  

Cash and cash equivalents 39,323,178  —  —  39,323,178  

$ 245,119,353  299,890,263  218,205,908  763,215,524  

Accrued interest 310,214  

Accrued manager fees (250,000) 

Notes receivable from affiliated entities 1,609,466  

Total investments $ 764,885,204  

 

Other assets Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 2,678,195  —  —  2,678,195  

Funds held in trust by others —  18,242,477  8,510,651  26,753,128  

Cash surrender value of insurance

policies —  —  4,358,905  4,358,905  
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The following tables summarize the change in value of the Foundation’s Level 3 investments and Level 3 funds held in trust by others and cash 

surrender value of insurance policies for the years ended June 30, 2015 and 2014. 

Total

realized/

Fair value unrealized Net transfers Fair value

at June 30, gains or in or (out) at June 30,

2014 (losses) Purchases Contributions Sales of Level 3 2015

Equity:
U.S. $ 154,439  —  —  —  —  —  154,439  

Global 31,520,785  4,734,793  —  —  —  —  36,255,578  

Total equity 31,675,224  4,734,793  —  —  —  —  36,410,017  

Hedge funds:

U.S. long short 22,731,498  616,106  7,500,000  —  —  —  30,847,604  
Global long short 11,327,677  835,841  2,000,000  —  —  —  14,163,518  
Event driven arbitrage 28,809,960  (3,669,596) 3,000,000  —  (5,320,391) —  22,819,973  
Other 2,307,857  (90,023) —  —  (178,800) —  2,039,034  

Total hedge funds 65,176,992  (2,307,672) 12,500,000  —  (5,499,191) —  69,870,129  

Private equity 72,056,338  14,814,784  9,509,500  —  (13,052,330) —  83,328,292  
Real estate 29,511,212  2,960,067  3,950,698  3,487,000  (10,399,852) —  29,509,125  
Natural resources/commodities 19,786,142  (1,065,958) 8,045,982  —  (5,871,241) —  20,894,925  

$ 218,205,908  19,136,014  34,006,180  3,487,000  (34,822,614) —  240,012,488  

 

Fair value Total realized/ Net transfers Fair value

at June 30, unrealized in or (out) at June 30,

2014 gains or (losses) Purchases Contributions Sales of Level 3 2015

Funds held in trust by others $ 8,510,651  2,677,726  —  1,005,465  (2,134,440) —  10,059,402  
Cash surrender value of insurance policies 4,358,905  292,015  —  —  —  —  4,650,920  
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Total

realized/

Fair value unrealized Net transfers Fair value

at June 30, gains or in or (out) at June 30,

2013 (losses) Purchases Contributions Sales of Level 3 2014

Equity:
U.S. $ 154,439  —  —  —  —  —  154,439  

Global 23,411,449  8,109,336  —  —  —  —  31,520,785  

Total equity 23,565,888  8,109,336  —  —  —  —  31,675,224  

Hedge funds:

U.S. long short 21,264,588  1,466,910  —  —  —  —  22,731,498  
Global long short 9,564,585  1,763,092  —  —  —  —  11,327,677  
Event driven arbitrage 30,140,204  3,880,118  —  —  (5,210,362) —  28,809,960  
Other 19,374,403  (203,532) —  —  (16,863,014) —  2,307,857  

Total hedge funds 80,343,780  6,906,588  —  —  (22,073,376) —  65,176,992  

Private equity 63,534,666  12,750,582  9,433,153  —  (13,662,063) —  72,056,338  
Real estate 29,113,979  4,818,145  2,732,779  709,000  (7,862,691) —  29,511,212  
Natural resources/commodities 10,788,710  2,437,250  8,249,640  —  (1,689,458) —  19,786,142  

$ 207,347,023  35,021,901  20,415,572  709,000  (45,287,588) —  218,205,908  

 

Fair value Total realized/ Net transfers Fair value

at June 30, unrealized in or (out) at June 30,

2013 gains or (losses) Purchases Contributions Sales of Level 3 2014

Funds held in trust by others $ 7,757,532  986,425  —  —  (233,306) —  8,510,651  
Cash surrender value of insurance policies 4,033,240  325,665  —  —  —  —  4,358,905  

 

Real estate sales include a transfer of land from the Foundation to Iowa State University Research Park valued at $2.3 million. 
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The Foundation reviews the classification assigned to financial instruments on an annual basis. As the 

observability and strength of valuation attributes changes, reclassifications of certain financial assets or 

liabilities may occur between levels. The reporting of these reclassifications results in a transfer in/out of 

Level 3 at fair value in the year of the change. The Foundation reports the reclassifications between levels 

using the value as of the date of the transfer. There were no transfers between Level 2 and Level 3 for the 

year ended June 30, 2015 and 2014. There were no transfers between Level 1 and Level 2 inputs during the 

years ended June 30, 2015 and 2014. 

Investment return was comprised of the following for the years ended June 30, 2015 and 2014: 

2015 2014

Pooled investment return:
Dividends and interest $ 3,633,265    3,586,328   
Net realized gains 5,082,980    19,949,366   
Net unrealized gains 6,676,847    67,562,301   
Investment management fees (2,369,930)   (2,514,843)  
Amounts due to (from) from related organizations 11,698    (663,506)  

Total pooled investment return 13,034,860    87,919,646   

Nonpooled investment return:
Dividends and interest 1,301,076    871,488   
Net realized gains 1,080,472    880,977   
Net unrealized gains (losses) (1,271,250)   5,584,765   

Total nonpooled investment return 1,110,298    7,337,230   

Total investment return $ 14,145,158    95,256,876   
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Certain alternative investments are less liquid than the Foundation’s other investments and are generally 

accessed via limited partnerships, limited liability corporations, and off-shore investment funds. There is 

generally no readily determinable market value for alternative investments, though certain funds may invest 

in securities for which there is a public market. These investments are subject to varying degrees of liquidity 

restrictions. The following table summarizes investments by investment strategy at June 30, 2015 and 2014: 

Investment Redemption Redemption notice Other

strategy 2015 2014 frequency requirements restrictions

Level 2 equity funds (a) $ 123,221,495   120,903,474   Allowed at least quarterly Varies from 15–30 days None

Level 3 equity funds (a) 36,410,017   31,675,224   Allowed at least annually Varies from 30–60 days None

Level 2 fixed income funds (b) 91,182,137   98,591,906   Allowed at least quarterly Varies from 0–10 days None

Level 2 hedge funds (c) 91,184,327   80,394,883   Allowed at least quarterly Varies from 30–60 days None

Subject to lock up

restrictions; generally

3–12 months up to

Level 3 hedge funds (c) $ 69,870,129   65,176,992   Allowed at least annually Varies from 30–90 days 24 months

Level 3 private equity (d) 83,328,292   72,056,338   — — No contractual liquidity

Level 3 real estate (e) 29,509,125   29,511,212   — — No contractual liquidity

Level 3 natural resources/

commodities funds (f) 20,894,925   19,786,142   — — No contractual liquidity

$ 545,600,447   724,412,997  

 

(a) Equity Funds – this category includes investments directly in common stocks or in funds that invest 

in common stocks. The managers of the funds have the flexibility to change their exposure based on 

their view of particular securities and the overall market. Certain funds have redemption and notice of 

redemption requirements that generally limit the ability to liquidate the positions in a short period of 

time. The fair values of the investments have been estimated using the net asset value per share of the 

investments or market prices. This category may also include direct investments in private funds that 

invest in less liquid but publicly traded common stocks. The fair value of this investment has been 

estimated using the percentage share of the Foundation’s ownership interest in partner’s capital. 

(b) Fixed Income Funds – this category includes direct investments in debt securities or in funds that 

invest in debt securities. The fair value of these investments has been estimated using the net asset 

value per share or market price of security. 

(c) Hedge Funds – this category includes investments in hedge funds that invest in equity, debt, structured 

products, and derivative securities. Debt securities include corporate debt, mortgage debt, and 

sovereign debt. The managers of these funds have the flexibility to change their exposure based on 

their view of particular securities and the overall market. The strategies of these funds include 

event-driven, relative value, arbitrage, and directional strategies. Certain funds have various 

redemption and notice of redemption requirements that generally limit the ability to liquidate them in 

a short period of time. The fair values of these investments have been estimated using the net asset 

value per share of the investments. 

(d) Private Equity – this category includes direct investments in private equity funds, generally through 

limited partnerships, that invest in private companies, private debt, intellectual property, structure 

products and special situations. The fair value of these investments has been estimated using the 
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percentage share of the Foundation’s ownership interest in partner’s capital. Distributions from each 

fund are received when the underlying investments in the funds create distributable cash flow and 

when underlying investments are liquidated. These investments cannot be redeemed. It is estimated 

that the underlying assets of the fund will be liquidated over the next one to ten years. 

(e) Real Estate – this category includes direct investments in real asset funds, generally through limited 

partnerships, that invest in real estate. The fair value of these investments has been estimated using 

the percentage share of the Foundation’s ownership interest in partner’s capital. Distributions from 

each fund are received when the underlying investments in the funds create distributable cash flow 

and when underlying investments are liquidated. These investments cannot be redeemed. It is 

estimated that the underlying assets of the fund will be liquidated over the next one to ten years. 

(f) Natural Resources – this category includes investments in funds that invest in natural resources 

common stock and derivative securities. The manager of the fund has the flexibility to change their 

exposure based on their view of particular securities and the overall market. The fund has redemption 

and notice of redemption requirements that generally limit the ability to liquidate the position in a 

short period of time. The fair value of the investment has been estimated using the net asset value per 

share of the investment. This category may also include direct investments in natural resources 

generally through limited partnerships that invest in private companies. The fair value of these 

investments has been estimated using the percentage share of the Foundation’s ownership interest in 

partner’s capital.  These investments cannot be redeemed.  It is the estimated that the underlying assets 

of these investments will be liquidated over the next one to ten years. 

As of June 30, 2015 and 2014 the Foundation had outstanding commitments to invest additional amounts in 

the above investments of approximately $87 million and $64 million, respectively. 

(4) Endowment 

The Foundation’s endowment consists of donor gifts (permanently restricted) plus any Board-designated 

funds (unrestricted) which are deemed to be held and invested in perpetuity. As of June 30, 2015 and 2014, 

the Foundation held no Board-designated funds. 
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The endowment activity, which is classified as permanently restricted net assets, consisted of the following 

for the years ended June 30, 2015 and 2014: 

2015 2014

Endowment net assets as of July 1 $ 600,080,753   519,818,739   
Contributions 26,564,680   24,277,046   

Investment return:
Dividends and interest 2,408,686   2,320,097   
Net realized gains 4,388,451   20,067,321   
Net unrealized gains 9,794,852   63,900,592   
Investment management fees (2,369,930)  (2,514,842)  
Amount due from related organizations 67,531   (162,012)  
Spending appropriation (22,844,152)  (20,899,241)  
Administrative fee (7,647,278)  (7,099,435)  

Total investment return (16,201,840)  55,612,480   

Other earnings and adjustments 895,131   372,488   

Endowment net assets as of June 30 $ 611,338,724   600,080,753   

 

(5) Property and Equipment, Net 

Property and equipment, net, is comprised of the following balances as of June 30, 2015 and 2014: 

2015 2014

Land $ 960,000   960,000   
Building 4,084,360   3,402,015   
Office furniture and equipment 2,661,205   2,632,561   

7,705,565   6,994,576   

Accumulated depreciation (3,678,139)  (3,604,257)  

Net property and equipment $ 4,027,426   3,390,319   

 

(6) Other Assets 

A summary of other assets as of June 30, 2015 and 2014, is as follows: 

2015 2014

Other receivable $ 767,896   232,525   
Cash surrender value of insurance policies 4,650,920   4,358,905   
Other 715,966   446,072   

Total other assets $ 6,134,782   5,037,502   
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(7) Due to Related Organizations 

A summary of amounts due to related organizations as of June 30, 2015 and 2014, is as follows: 

2015 2014

Investments held for:
Iowa State University $ 2,725,234   2,716,859   
Iowa State University Alumni Association 3,513,035   3,630,780   
Administrative and fundraising expenses 40,450   48,739   
Program expenses 11,984,048   7,643,680   

Total due to related organizations $ 18,262,767   14,040,058   

 

The Iowa State University Alumni Association (the Alumni Association) and the University deposit funds 

with the Foundation. The agreements with these organizations provide that Alumni Association and 

University funds are to be invested in the pool (described in note 1) and are to receive their prorated share 

of the pool’s investment return (gains/losses). The investments held for others represent the Alumni 

Association’s and University’s aggregate interests in the pool’s assets held by the Foundation. 

The University provides certain services on the Foundation’s behalf, and periodically invoices the 

Foundation for reimbursement. The administrative and fundraising expenses represent the amount due to the 

University for these services. 

The Foundation raises money and provides funding for programs on campus. These programs include 

construction projects, scholarship programs, faculty support, and general program support. The University 

invoices the Foundation periodically for reimbursement of these expenses. The program expenses represent 

the amount due to the University for these expenses. 

(8) Bonds Payable 

To finance the purchase and remodeling of the Foundation building, the Foundation issued $3,850,000 of 

Office Building Revenue Bonds in 2002 under an agreement with the City of Huxley. In March 2010, the 

bonds were refinanced under an amended agreement with the City of Huxley. The refinanced bonds have 

varying maturities through 2020 and carry an interest rate of 4.75%. In November 2013, the bonds were 

refinanced under an amended agreement with the City of Huxley. The refinanced bonds have a maturity date 

of January 1, 2020 and carry an interest rate of 2.4% through November 2018. The bonds will carry an 

adjusted interest rate from November 2018 through the maturity date of January 2020. The bonds are 

collateralized with a mortgage on the building and other real estate owned by the Foundation. 
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Maturities of bond principal for the years subsequent to June 30, 2015, are as follows: 

2016 $ 133,332   
2017 136,716   
2018 140,034   
2019 143,432   
2020 1,779,808   

$ 2,333,322   

 

(9) Long-Term Liabilities and Line of Credit 

A summary of long-term liabilities as of June 30, 2015 and 2014, is as follows: 

2015 2014

Trust liability due to others $ 1,428,225   1,649,616   
Other 461,552   416,985   

Total long-term liabilities $ 1,889,777   2,066,601   

 

The trust liability due to others represents the remaining interest upon termination of trusts payable to other 

beneficiaries in accordance with the donor’s designation per the terms of the trust agreements. 

The Foundation entered into a revolving line of credit with a bank on March 26, 2003, with a maximum 

principal amount of $2,000,000. The interest rate on the line is 4.0% as of June 30, 2015. The commitment 

matures on December 1, 2016. As of June 30, 2015 and 2014, the Foundation had not drawn on the line of 

credit. 

(10) Program Expenses 

For the years ended June 30, 2015 and 2014, program expenses were as follows: 

2015 2014

Scholarships, loan funds, and awards $ 25,585,060   23,453,412   
Faculty and staff support 7,762,098   7,846,458   
Program support 20,905,465   19,247,765   
Buildings, equipment, and repairs for Iowa State University 27,068,378   29,189,566   
Gifts in kind 501,782   952,188   

Total $ 81,822,783   80,689,389   
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(11) Operating Expenses 

For the years ended June 30, 2015 and 2014, operating expenses were as follows: 

2015 2014

Fundraising:
Salary and benefits $ 9,488,836   8,265,696   
Travel 574,223   529,625   
Marketing and advertising 407,525   473,021   
Professional service 292,885   217,957   
Office support 815,044   806,098   

Total fundraising 11,578,513   10,292,397   

Administrative:
Salary and benefits 2,084,115   2,054,694   
Staff and volunteer development 241,911   188,419   
Professional service 449,137   427,549   
Office support 1,116,885   963,828   
Insurance and taxes 101,644   105,924   

Total administrative 3,993,692   3,740,414   

Total operating expenses $ 15,572,205   14,032,811   

 

(12) Net Assets 

Temporarily and permanently restricted net assets are available for the following purposes as of June 30, 

2015 and 2014: 

2015 2014

Temporarily restricted:
College program support $ 76,614,226   73,783,001   
Student financial aid 43,038,221   41,166,917   
Faculty and staff support 16,536,073   16,241,267   
Research 12,383,446   10,122,164   
Building, equipment and maintenance 77,362,223   62,661,928   
Other 18,789,275   10,654,213   

$ 244,723,464   214,629,490   

Permanently restricted:
College program support $ 190,953,242   198,214,397   
Student financial aid 222,177,773   216,279,718   
Faculty and staff support 151,990,341   144,099,541   
Research 15,532,058   15,300,761   
Building, equipment and maintenance 2,814,873   2,754,908   
Other 27,870,437   23,431,428   

$ 611,338,724   600,080,753   
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(13) Supplemental Cash Flows Information 

The summary of supplemental cash flows information for the years ended June 30, 2015 and 2014, were as 

follows: 

2015 2014

Cash paid for interest $ 57,709   85,996   

Noncash contributions (as shown on the statements of
cash flows):

Marketable securities $ 35,309,539   11,936,065   
Real estate 3,487,000   709,000   
Funds held in trust 1,157,758   58,007   
Other 769,222   232,487   

Total noncash contributions $ 40,723,519   12,935,559   

Noncash transactions:

Gifts in kind $ 501,782   952,188   

Transfer of real estate —    2,270,000   

 

(14) Employee Retirement Plans 

During the years ended June 30, 2015 and 2014, the Foundation participated in the Teachers Insurance and 

Annuity Association College Retirement Equities Fund (TIAA-CREF), to which the Foundation contributes 

10% of the participant’s salary. The Foundation contributions to TIAA-CREF were $719,327 and $625,002 

for the years ended June 30, 2015 and 2014, respectively. Employees are automatically enrolled on the date 

they complete 90 days of continuous active employment. 

The Foundation maintains deferred compensation plans for a select group of management employees. Under 

the plans, participants defer a portion of their income on a pre-tax basis. Per IRS requirements, the 

employee’s deferrals into the plans remain the property of the Foundation, and may thereby be subject to the 

claims of general creditors of the organization. As of June 30, 2015 and 2014, assets managed under this 

plan were $461,553 and $416,985, respectively. 
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