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REMUSLLE

Independent Auditor's Repart

Board of Directors

Miami University Foundation and
Mr. Dave Yost

Auditor of the State of Ohid

Report on the Financial Statements

We have audited the accompanying financial statements. of Miami University Feundation which comprise
the statement of financial position as of June 30, 2016, and the related statements of activities and cash
flows for the year then ended, and the related ndtes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principies generally accepted in the United ‘States of Amierica; this includes
the de3tgn implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsmlhty

Our responsibiiity is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan‘and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement,

An audi involves performing procedures to obtain audit evidence about the-amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's: judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In-making those risk assessments; the auditor considers internal control relevant to: the entity’s
preparation and fair presentation of the financial statements in order to deS|gn audit procedures that are
appropriate in the circumstances, but not for the purpose of expressmg an opinion on the effectiveness of
the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateéness of accounting policies used and the reasonableness of s:gnlficant 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 Miami University Foundation as of June 30, 2018, and the changes in its net assets
and its cash flows for the year then ended in accordance with accountrng principles gengrally accepted in
the United States. of America.

F BEIRG UNDERZTOON
NG




Independent Auditor's Report {Continued)

Report on Summarized Comparative Information

We have previously audited Miami University Foundation's 2015 financial statements, and we expressed
an unmaodified audit opinion on those audited financial statements in our report-dated Qctober12, 2015,
In our opinion, the sumirnarized comparative information presented herein as of and for the year ended
June 30, 2015, is consistent, in all material respects; with the audited financial statements from which it
has beeh derwed

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying supplementary information is presented for purposes of additional analysis-and is not
a required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to'the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and.certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. in our opinion, the information is.
fairly stated in all material respects in relation to the financiai statements as a whole.

Other Reporting Required by Gavernment Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated October 6,
2018, on our consideration of Miami University Foundation's internal control over financial réporting and
on our tests of its compliance with certain provisions.of Iaws regulations, contracts, and grant
agreements and other matiers. The purpose of that report is to describe the scope of cur testing of
internal contral over financial reporting and compliance and the results of that testing, and nof to provide
an opinion on internal cantrol over financial réporting or on compliance, That reportis an- integral part of
an audit performed in accordance with Government Auditing Standards in considering Miami University
Foundation's internal controf over financial reporting and compliance,

PSSy 1S LLP

Cleveland, Ohio
October 8, 2016



Miami University Foundation

Statement of Financial F‘osit_i_on
June 30, 2016

(With Comparative Totals for June 30, 2015}

20186 2015
Assets
Cash and cash equivalents $ 37,336,599 § 355535622
Pledges receivable; net 34,481 131 39,749,868
Other rEc:eivabIes_. primarily investment related 3,410,720 481,303
Investments 422,900,816 443,623,908
Cash value of life insurance 1,980,557 1,058,834
Reaj estate investments 262,875 262 875
Total assets 500,082,698 $ 521,930,310
Liabilities
Accdunts.payable and other liabilities 12,752,222 E 16,201,846
Assets held for other entities 178,626,212 177,268,370
Deférred revenue 1,898,348 1,982,513
Obligations under split-interest agreements 4,564,301 4,330,754
Total liabilities 197,841,083 109,783,483
Net Assels _
Unrestricted {629,836) 716,307
Temporarily restricted. 105,835,972 133,829,531
Permanently restricted 197,035,479 187,600,982
Total net asseéts: 302,241,615 322,146,827
Total liabilities and nét assets 500,082,698 § 521,930,310

See notes to financial statements,




Miaml University Faundation

‘Statement of Activities
Year Ended June 30, 2016

{With Gomparative Totals for the Year Ended June 30, 2015)

Revenues and other additions!
Contributions
Invastment income:
Oividend and intérest income; net
Net redlized and unrealized (osses) gains
‘Net lnvestment income

Change in value of split-interest agreaments

Net asséls released from restrictions due 1o
-satistaction of donor restrictions
Total revenues and other additions.

Expenses and other déductions;
Distributions to Miami University {Note 6}
Other expenses '
Administrative expensas (Note 6)

Total expenses and other deduictions’

Change in nét assets
Net assels - beginning of year
Net assets - end of year

See notes to financial statements.

Tamporarity Parfranently 2016 2015

Unrestricted Restricted Restricted “Total Tolal
3 1242 °S  2,369.545 & 8835100 § 12,009,887 3 20:480,303
. 3.B59 1,761,828 - 1,765,687 2,435,996
{1,295.247) {11,417,285) - (12,712,532} 2,089,048
{1.201,388)- {2.655,457) . {10,946,845) 4 505,044
- (655,217) - {655,217) 22467
20,257.040 (20,852 430} 595,390 - -
18,966,884 {27,993 559} 8,434,480 407,825 34,007:874
18,401,214 - - 18,401,214 25,407 833
2,200 - - 2,200 272,485
1,909,623 - - 1,909,623 2,635,222
20,313,037 - - 20,313,037 28,315,540
{1,346,143) (27 .93,559) 9,434,490 (19,905,212) 5:692,274
716;307 433,829,531 187.600,988 322,148,827 316,454,553
$ (620,838} 5105835972 §197.035478 § 302,241818 § 392,146 827




Miami University Foundation

Statement of Cash Flows
Year Ended June 30, 2016

(With Cormparative Totals for the Year Ended June 30, 2015)

2016 2015
Cash flows from operating activities:
Payments to Miami University, net $ (23,721,909) $ (27,938,801)
Cash flows from investing activities:
Proceeds from sale of investments. 41,362,161 80,764,518
Purchase of investments (43,722,013) (72,260,390)
Rroceeds from sale of real estate - 14,400,000
Assets held for other entities 9,574,939 (6,637,458)
Net cash provided by investing activities 7,216,087 6,266,669
Cash flows from financing activities!-
Contributions restricted for jong-term investment 16,877,432 23,851,840
Interest and dividends, restricted 1,720,337 2,419,158
Interest utilized for payment of split-interest obligations 486,780 460,952
Paymefits on split-interest obligations {794,650) (866,752)
Net cash provided by financing activities 18,289,899 25,865,198
Net increase in cash -and cash equivalents 1,783,077 4,192,966
Cash and cash equivalents:
Beginning 35,553,522 31,360,556
Ending $ 37,336,599 $ 35,553,522
Receonciligtion of change in et assets to net cash
used in operating activities:
Change in net assets $ (19,905,212) $ 5,692,274
Adjustments to reconcile change in net assets 0 net
cash used in operating activities:
(Decrease) increase in accounts payable and other liabiiities’ (3,408,872} 376,639
Contributions. restricted for long-term investment {12,009,887) (29,480,303)
Net change-in value of split-interest agreements 855,217 (22.467)
interest and dividends ' {1,765,687) (2,435,998)
Net realized and-unrealized losses (gains} on investments 12,712,532 (2,069.048)
Net cash used in operating activities $ (23,721,909) $ (27,8938,801)

See notes to financial statements.




Miami University Foundation

Notes to the Financial Statements

Nete'1,  Organization

Miami University Foundation {the Foundation) was organized on June 4, 1848 for the: pnnmpal purpose of
fostering the educational and research activities of Miagmi University. The Foundation is governed by a
Board of Directors (the Board). In furtherarice of its principal purpose, the Foundation is to.be known as
the primary fundraiser, manager and steward of donated funds to Miami University. The Foundation
aspites to be a model of performance, accountability, stewardship and commitment to excellence. The:
income. earnied on the Foundation's investments. is pericdically transferred to Miami University to further
its educational and research activities.

The Foundation Board is comprised of at least fifteen directors that are elected by the Board and seven.
directors that are appointed by Miami University. At least two-thitds of the elected directors are required
to be-alumni or former students-of Miami University..

Note 2.  Summary of Significant Accounting Policies

Financial statement presentation: The financial statements of the: Foundation are prepared in
accordance with accounting principles generally accepted in the United States of America-as more
explicitly described in the Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC).

Net asset classification: Net assets comprise resources over which the Foundation has discretionary
control for use in carrying out the financial.and operational objectives of the Foundation and for purposes
specified by donors. Activities of the Foundation are accounted for in the following net asset types:

Unrestricted net assets are these assels whose use has ot been limited by donors for any period of time
or specified purpose.

Temporarily restricted net assets include gifis and grants for which donor |mposed restrictions have not
been met (primarily future capital projects. or gifts for educational purposes), earnings from long term.
investments which are donar restricted, and time restricted trust activity and pledges receivable for which
the ultimate purpose of the proceeds is not permanentiy restricted.

Parmanéntly restricted nét agsets include gifts which generally requ;re by donor restriction, that the
corpus be invested in perpetmty The donor's generally permit the use of a portion ofthe income earned
to be utilized for specific purposes. based on their restrictions.

Accounting estimates; In preparing the financial statements in conformity with accounting principles
generally accepted in the United States of America, management has made, where necessary, estimates
and judgments based on currently available information that affect certain amounts reflected in the-
financial statements. Actual results could differ from those estimates.

Cash and cash equivalents:: Cash and cash equivalents consists primarily of cash in banks, money.
market accounts, and the State Treasury Asset Reserve of Ohio {STAR-Chio and STAR Plus) that
include shortterm, highly liquid investments readily convettible to cash, with an original maturity of three
months or less, The Foundation maintains active relationships with muitipie cash equivalent-accounts to
reduce its exposure to custodial credit risk at any single institution. The carrying amounts of these items
are a reasonabie estimate of their fair value.



Miami University Foundation

Notes to the Financial Statements

Note 2.  Summary of Significant Accounting Pelicies (Continued)

Investments: The Foundation records its investments at fair value using the foliowing methods and
assumplions;

lnvestments that are market traded, such as equity-and debt securities and mutual funds, are recorded at
fair value based primarily on-quoted market prices, as established by the major securities markets. The
value of holdings of commingled funds investing in publicly traded stocks and bonds that do not have.a
readily determined market value for fund units is based on the funds’ net asset value:as sipplied by the
investment managet’s administrator. The. values are reviewed and evaluated by Foundation _
management. Investments in real estate are recorded at appraised value at the date of donation. The
issuing insurance companies determine the cash surrender value of the life insurance policies annually.

Market prices are notavailable for certain investments. These investments:are carried at estimated fair
value provided by the funds’ management. Some valuations.are determined as of June 30, while the
remaining valuations are determined based on March.31 information when June 30 information is ot yst
available and adjusted by cash receipts, cash disbursements, and securities distributions through June 30
The Foundation beliaves that the carrying amouints-are reasonable estimates of fair value as of year-end.
Because these investments are not readily marketable, the estimated value is subject to uncertainty and,
therefore, may differ from the value that would have been used had & ready market forthe investments
existed. Such differences could be material. The amount of gain or loss associated with these investments
is reflected in the accompanying financial statements using the equity method of accounting,

Al donor-restricted endowment investments and unrestricted board-designated endowments are’
managed in a unitized investmertt pool (Pocled Funds), uniess donor-restricted endowment gift
agreements require that they be held separately. For the Pooled Funds, the fair value of the investments
is determined at the-end of each guarter-and the incremental fair value increase or decrease is allocated
to the individual fund accounts based on the number of shares the fund owns at the beginning of the
guarter,

Investment income is recorded on the accrual basis and purchases and sales of investments are
recorded on a:trade-date basis. Investment transactions cccurting on-or before June 30, which settle
after such date, are recorded as feceivables or payables. Netdividend and interest income as well as
gains/iosses are allocatéd based on the number of shares owned.

Ihicome taxes: The Foundation is @ not-for-profit organization as defined under Section 501(c)(3) of the
(nternal Revenue Code (the Code) and, is generally exermpt from federal income taxes pursuant to
Section 501(a). of the Code, except on unrelated business income. The Foundation has evaluated its tax
positions at June 30 with respect to. accounting foruncertainties in income taxes and has determined that
there was no material impact to the Foundation’s financial statements. The ASC provides related
guidance on measurement, classification, interest and penalties and disclosure as well as prescribing a
threshold of morg-likely-than-not for recognition of tax positions taken or-expected to be taken in a tax
return. The Foundation is subject to routine audits by taxing jurisdictions, however, there are currently no
audits for any tax periods in progress. The Foundation believes it is no longer subject to income tax
examinations for years prior to the fiscal year ended June 30, 2013. As of June 30; 2018, the Foundation
has no uncertain tax positions,

Recent accounting pronouncements: [n August 2018, the FASB issued ASU 2016-14, Not-for-Profit
Entities, (Topic 958} Presentation of Financial Statements of Not-for-Profit Enlities. The objective of this
statement is to improve the current net asset classification requirements and information presented in
financial statements and-notes about an entity's fiquidity, financial performance and cash flows, The
statement is effective for fiscal years beginning after December 15, 2017. Management has not yet
determined the impact this statement will have on its financial statements.
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Miami University Foundation

Notes to the Financial Statements

Note'2. Summary of Significant Accounting Policies (Continued)

Subsequent events: The Foundation has evaluated events occurring between the.end of its. most recent
fiscal year and Octobet 8, 2016, the date-the financial statéments were issued: No material subsequent
events were identified for recognition or disclosure.

Note 3.  Pledges Receivable

At June 30, 20186, contributors to the Foundation have made unconditional pledges totaling $37,855,085
with 16 pledges accounting for over 50% of that total. Net pledges receivable have been discountad
using interest rates to a net present value of $35,731,380, at June 30, 2016. Discount rates ranged from
1.20% t0 8.00%. The methedology for calcuiating an aliowance for uncollectible pledges is based upon
management’s analysis of the aging of payment schedules for all outstanding pledges. Management has
recordéd an allowance for uncolléctible pledgess of $1,250,249 at June 30, 2016. At June 30, 2016, net
pledges are due as follows:

Unconditional ptedges expected to be callected:

Within one year $ 11,163,781
Betiween two and fiveé years 20,137,453
In more than five years 6,353,851
Piedges receivable 37,655,085
Less discount on pledges (1,823,705)
Less allowance for uncollectible pledges {1,250;249)
Pledges receivable, net § 34,481,131

The Foundation had alse been notified of revocable pledges, bequests, and other indications of intentions
togive. These potential contributions are not permitted to be recorded as they are deemed intentions to
give and not promises to-give.

Note 4. Investments
fnvestments held by the Foundation. as of June 30,2016 were:

Investment Deseription Fair Value
Domestic public equities $ 32018120
Global public-equities 124,759,055,
[nternational public equities 14,814,906
Domestic debt 2,549,209
Global debt 30,302,732
Hedge funds 136,358,683
Limited partnerships and non-public equities 85,777,732
Split-lnterest Funds:
Charitable remainder trusts 9,848,772
Charitable gift annuities 2,925,190
Pooled income funds. 548,327
Total $ 422,900,816




Miami University Foundation

Notes to the Financial Statements

Note4. Investments (Continued)

The Pooled Fund portfolio’s fair value was $409,438,254 at June 30, 2016, The Foundation maintains-a
diversified investment portfalio for the Pooled Funds intended to reduce market risk, credit risk, and
interest rate risk with a strategy designed to take advantage of market inefficiencies. The Foundation's
investment objectives are- guzded by its asset allocation policy and are achieved in partnership with.
external investment managers operating through a variety of investment vehicles including separate
accounts, limited partnerships, and commingled funds. The Foundation's investment portfolio includes
publicly traded securities. As a resuif, a significant downturn in the securities markets could adversely
affect the market value of Foundation assets. As of June 30, 2016, the Foundation has made
commitments to i mited partnerships of approxzmately $35,8 million that have not yet been funded, some
of which management expects may not be called by the parinerships due to the life-cycle of the respected
partnerships.

The 2016 dividend. and interest income of $1,765,687, as reported in the statement of activities, is netof
fees from external investment managers fotaling $254,945.

included in the Foundation's investment pool (Pooled Fund) are assets held for the Miami University
Endowment, Miami University Paper Science & Engineering Foundation and a donor gsﬁ held for the
benefit-of three other Ohio universities. The assets held for other entities are maintained as separate
funds on the financial system of the Foundation and receive a proportional share of the Peoled Fund's
activity. The Foundation owhs the assets in the Pool; the other entities have a financial interest in the
Pooled Fund but do not own any of the underlying assets. The Foundation has recorded & liability equai
tothe fair value for the assets held for other entities.

Assets held for other entities as of June 30 were:
Miami University
Paper Sdience &

Miami Liniversity Engineering
Endowment Foundation Other Total
Assets held for other entiliés at hune 30,2015 $ 173832844 3 3473224 $ 162,202 § '1?7,26:8'.3?{1
New invesimenis 18,898,797 68,930 - 18,968,727
Earrings distribution (8,608,392) - - (8.609,392)
Dividend and irfteresl income 1,193,566 22,870 1,063, 1,217,489
Net unrealized and realized (losses) {9,849,373) (188,243) {8,808} {10.046,422)
Va[ue_-és of June 30, 2016 176,267,542 3,376,781 154,459 178,798,782
Distribution payable {(included in accounts
payable and olher liabilities) - (164,905) (7.665) (172.570)
Assets held for other entities at Junie 30, 2016 § 175267842 % 3211876 § 146,794 § 178,628,212




Miami University Foundation

Notes to the Financial Statements

Note 5.  Fair Value Measurements

The Foundation uses fair value measurements to record the fair value of certain assets.and liabilities and
to determine fair value disclosures. For additional information on how the Foundation values all other
assets and liabilities refer to Note 2 — Summary of Significant Accounting Policies. Financial assets.and
liabiiities recorded an the Statement of Financial Position are categorized based on the inputs and
valuation techniques as follows:

Level 1 —~ Quoted ptices that are available in active markets as of the report date. The guoted market
prices are from those securities traded on an aclive exchange such as the New York Stock Exchange,
NASDAQ or an active over-the-counter markets.

Level 2 — Pricing inputs other than quoted prices in active markets, which are either directly or indirectly
observable as of the report date.

Level 3 — Inpuls that are uriobservable including the Foundation’s own assumpticns in-determining the
fair valug of investiments or liabilities. If the inputs used to measure the financial instruments fall within
different levels of the hierarchy, the categorization is based on the lowest level input that is significant to
the faif value measurement of the instrument. Liabilities associated with the split-interest funds represent
the present value of the expected payments to the beneficiaries over the terms of the agreements,

The following table presents the fair value hierarchy for the balances. of the assets and liabilities of the:
Foundation measured at fair value on a recurring basis as of June 30, 2016:

Level 1 Level 2 Level 3 Total

Investment assets:

Domestié: public eguities $ 17591481 $ 14426630 § - % 32,018,120

Gisbal public equities 95,217,946 4,358,556 - 99,571,502

international public equities 14,814,906 - - 14,814,906

Glabal public debt 19,113,287 - - 19,113,287

Limited partnerships and non-public equities - - 13,879,863 13,979,863
Split-interest funds:

Charitable remainder trusts 0,848,772 - - 9,848,772

Charitabile gift annuiites 2,925,180 - - 2,925,180

Pooled income funds 546,327 - - 546,327

$ 160,057,000 $ 18780195 § 13.979.863 § 192,817,967

Funds feporiad at fair value based on net asset valug: fa

Non-publicly traded funds §  38.926,207
Hedge funds 139,358,683
Limiled partnerships. _ 51,797,869

Total investment assets $ 4220800816

Investment Liabilities;
Split-interast funds:-

Charifable remainder trusts 5 - ¥ - $ 1568548 § 1,968,548
Charitable gift annuitiés - - 2,594,382 2,594,382
Pooied income funds - - 1,371 1,371

Total Yhvestment liabilities & - b - $ 4564301 § 4,564,301

@  |n accordance with ASC Subtopic 820-10, certain investingnts that are measured at net assét value
per share (or its equivalent) have not been classified in the fair value hierarchy. The fair value
amounts presented in this table are intended to permit réconciliation of the fair value hierarchy to- the:
arnounts presented in the statement of financial position

10



Miami University- Foundation

Notes to the Financial Statements

Note 5,  Fair Value Measuremenis {Continued)

The following table is a reconciliation of all assets and (ii_abi!iﬁes_) measured at fair value on a recurring

basis using significant unobservabie inputs {Level 3) for the year ended June 30, 2016;

Limted Partnerships
and Non-Public Split-Interest

Equities Funds
Balances as of July 1, 2015 $ 20254145 $ (4,330,754)
Purchases of investments 163,120 -
Proceeds from sale of investments (4,925,168) -
Net realized and unrealized losses, {1,512,234) (233,547)
Balances as.of June 30, 2016 $ 13979,863 8§ (4,564.301)

The total Level 3 changes in nel unrealized losses for the year rélating to those investments-and split-
interest funds still held at June.30, 2016 was ($3,884,318), and is reflected as part of net realized and
unrealized {losses) gains in the statement of activities.

The following table sets forth the significant terms of the agreements with investment funds reported at
fair value based on net asset value at June 30, 2016:

Redemption
Frequency RKedemption
Fair Vahig Unfunded {if Currently Notice
{in millions} Commitmenis Eligible) feriod
Non-publicly traded equity funds $ 25,187,852 & - rhanthly- 10-days
Non-publicly traded debt funds ™ 13,738.745 - weekly, monthiy 5- 90 days
Hedged equily funds 70,123,446 - various 30 ~60 days
Hedged dgebt funds ™ 69,235,237 - ‘quarterly 45 - 95 days
Limited-parinership.
Private squity 12,170.508 3,023,244 itliciuid ‘not appiicable
Private debt 2.151,515 8,206,198 Hliggiid not applicable
Private real estate 37,475,846 18,383,000 illiguid not applicable
Total $ 230,082,848  § 30712440

& This class includes investment vehiciés that are not publicly fraded muitual funds, however, invest
primafily in long-only investments in publicly traded equity securities on a global basis. The fair values
of the investments in this.class have been estimated using the net asset value per share of the:
investments.

& “This class includes investment veéhicles that are not publicly traded mutuat funds, however, invest
primarily in Jong-only investments in publicly traded bonds and other debt securities on a global basis.
The fair values of the investments in this.class have been estimated using the net asset value per
share of the investments.

© This class inciudes primarily investments in hedge funds that invest in both fong and short positions in
publicly traded-equity securities on a global basis. The redemption frequency for these funds range
from monthly to up to 3 years, The fair values of the investments in this class have been estimated
using the net asset value per share of the investmsnts. One investment, valued at $10.1 million, has
an initial 3-year fock on redemption imposed by the hedge fund manager and no redemptions are
currently permitted. We are in the second year of this redemption restriction. One investment, valued
at $9.5 million, has an ongoing 3-year lock on redemption imposed by the hedge fund manager and
no redemptions are currently permitted. We are in the second year of this redemption restriction:

11



Miami University Foundation

Notes to the Financial Statements

Note 5.  Fair Value Measurements {Continued)

® This class includes primarily investments in hedge funds that invest in both long and short positions in
both publicly traded and private debt securities on a global basis. The fund may also hold long and
short positions in equity-securities, Most debt securities are sub-investment. grade and may be hard
to price due to thin trading volumes. The fair values of the investments in this class have been
astimated using the net asset value per share of the investments.

©  This class includes primarily investments in limited parinerships. These funds are Hiquid that, in
general, do not offer access to redemptions during the life of the partnership. Capital is periodically
called, invested, and then returned over time. Typically these partnerships have a life exceeding tén
years and | may ‘take up to twenty years befofe they have fully returned cailed capital.

The Foundation assesses the [évels of the investments at each measurement date, and transfers.
between levels are recognizéd-on the actual date of the event or change in circumstances, that caused
the transfer in accordance with the Foundation's accounting policy regarding the recognition of transfers
between levels of the fair value hierarchy, There were no significant transfers among Levels 1, 2 and 3
during the year.

Note 6. Endowment

The Uniform Prudent Management of Institutional Funds Act (UPMIFA), as adopted by the State of Ohio,
provides statutory guidelines for prudenit management, investment, and expenditure of donor-restricted
endowment funds held by charitable organizations. The Foundation's interpretation of its fiduciary
I'ESpDRS!bIhtIES for donor-restricted endowments under UPMIFA requirements, barring-the existence of
any donor-specific provisions, isto preserve intergénerational equity to-the extent possible and to
produce maximum total return without assuming mapproprlate risks. The investment policies governing
these funds look beyond shart-term fluctuations in économic cycles toward an investment philosophy that
provides the best fotal return over very long time periods.

UPMIFA spegcifies that unless stated otherwise in the gift agreement, denor-restricted assets in an
endowment fund are restricted assets until appropriated for expenditure by the- institution. Barring the
existence of specific donor instruction, the Foundation's policy is to report (a) the historical value for such
endowment as permanently restricted net assets and (b) the net accumulated appreciation as temporarily
restricted net assets: In this context, historical value represents {a) the original value of initial gifts.
restricted as permanent endowments plus (b) the original value of subsequent gifts along with (e} if
applicable, the value of accumulations made In accordance with-specific donor instruction,

The Foundation’s endowment cansists of approximately 1,695 separate accounts established since its
inception. The following presents a summary of changes in endowment net assets for the year ended
June 30, 2016;

Temporarily Permanently
Unrestricted Restrictad Restricted Total
Endowment net-assets, July 1, 2015 $ 718,307 $ 74,746,999  $.187,585,090 $ 263,048,396
Contributions 1.242 633:958 8,839,100 9,474,300
Dividend and interest income, net
of investment expense 3,859 1,738,370 - 1,742,229
Realized and unrealized (losses) gains (1,295,247} {10,744,073) - (12,038,320}
‘Net assets released from restrictions.
and other changes 11,541,051 (11,918,062} 585,300 218,378
Distributions to Miami University (9,685,329) - . (9,685,329)
Other expenses {2,200) - - {2,200)
Administrative expenses {1,909,623) - - {1,908,623)
Endowment net assets; June 30, 2016 $  (B620940) § 54,457,192 $197.019.580  $ 250,846.832
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Miami University_ Foundation

Notes to the Financial Statements’

Note 8. Endowment {Continued)

Endowment net asset composition by type of fund as of June 30, 2016:

Temporarily Permanently
Unrestricted Réstricted Raestricted Total
Funds functioning as endowment $ 669084 § - 3 - § 669,084
Donor. restricted endowment {1,299,024) 54,457,192 197,019,580 250,177,748

$ (829,940) § 54,457,192 $ 197,019,580  $ 250,846,832

From time to time, the fair value of assets associated with donor-restricted endowment funds may fall
below the leve} that the donor or UPMIFA requires the Foundation to retain as afund of perpetual
duration; deficiencies of this nature are réported-as unrestricted net assets until such time as the fair
value équals or exceeds historical value. Deficiencies of this nature are $1,299,024 as of June 30, 2016.
These deficiencies resulted from unfavorabie market fluctuations that occeurred after the investment of
permanently restricted contributions.

The Foundation employs a total return palicy which defines the total amount of dividends interest and
realized gains to be distributed from the investment pools. The Foundation Board has approved an
endowment spending policy whereby distributions for financial support to Miami University in accordance
with donor restrictions are calculated according to a formula which gives a 30% weight to market value of
the investment portfolio at March 31 each year and a 70% weight to the prior year's actual spending
adjusted for inflation.

Actual endowment return earned in.excess of distribufions under this policy is reinvested as part of the
Foundation's endowment. For years where actual sndowmerit return is less than distributions under the
policy, the shortfall is covéred by realized returnis from prior years: Permanently restricted accounts with
insufficient accumulated earnings-do hot make a full current year distribution. Appropriation for
expenditure of funils under the:spending policy occurs on June 30 of-each year.

The total calcuiated spending amount in 2016 was $21,332,056 which includes $8,781,962 of earnings
distributions to assets held for other entities as described in Note 4. Permanently resiricted accounts with
insufficient accumulated: earnings did not make a full current year distribution, distributing enly the current-
year dividend and interest incomie on such accounts. As a result, $9,354,333 was distributed to Miami
University from. Foundation endowments. [n-addition to current year endowment distributions, $8,046,881
of non-endowed funds were distributed to'the University in satisfaction of donor restrictions. The
following summarizes the programs supported by the current yeat’s distributiors:

Spending Rate Donor Total Distributions
and Special Stiputated to

Miami University Program Supported Distribution Distribution Miami University
Scholarships and fellowships. $ 4427343 5 38,135 §  4,485478
Academic support 3,686,204 222 087 3,808,361
‘Student services/athlietics 352,508 - 352,508
Campus improvements 33,350 6,609,800, 6,643,240
Other institutional support _ 854,838 2,176,789 3,031,627
Total distributions to Miami University $ 0354333 § 9046881 % 18.401.214
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Miami University Foundation

Notes to the Financial Statements

Note 6. Endowment (Continued)

Miami University incurs certain expenses related to development and investment related expenses
relative to endowment management as well as fundraiging efforts for the benefit of the Foundation;
‘consequently; the Foundation does not report fundraising expenses. The University is reimbursed for its
.expernses in the form of @ maximum administrative fee of 1,0% calculated against the previcus fiscal
year's March 31% value of the Foundation investment pool The administrative fee is funded from current
-and accumulated earnings from all funds: holding shares in the Foundation investment: poo!, including the
assets held for other entities; funds with insufficient accumulated earnings are not charged thereby
reducing the maximum administrative fee payable. A total of $1,908,623 was reimbursed to Miami
University in 2016 for the Foundation endowment's share df the calculated fee:

Note 7.  Split-Intérest Agreements

The Foundation's split-interest agreements with denors consist primarily of charitable gift annuities,
pooled Income funds and irrevocabie charitable remainder trusts for which the Foundation serves as
trustee. Assetsare invested and payments are made to-donors and/or other beneficiaries in-accordance
with the respective agreements, Assets held for theése agreements-are included in investments.

Contribution revenue for charitable gift annuities and charitable remainder frusts is recognized at the
dates the agreements and {fusts are established, net of the liabilities for the present value of estimated
future payments to be made to the donors and/or other beneficiaries. For pooled income funds,
contribution revenue is recognized upon establishment of the agreement at the fair value of the estimated
future receipts, discounted for the estimated time period unti} culmination of the agreement. Annually the
Foundation records the change in valué-of split-interést agreements :according to the fair value of the
assets that are associated with each trust and recalculates the ligbility for the present value of the
astimated future payments to be made to the donors and/or other beneficiaries.

Note 8. Classification of Net Assets

Resources of the Foundation are classified for reporting purposes into net asset classes based on the
existence or absence of donor-imposed restrictions and staté law. The following summarizes the Miami
University programs supported orto be supported by the net assets of the Foundation at June 30, 2016:

Tempaorarily FPermaneéntly:

Mizmi University Prodram Supported Unrestricted Restricted Restricted Total
Schajarships-and fellowships $ (609210) $ 17,647.596 $ 99625785 § 116,664,175
Académic support (839,775) 24,321,379 75,231,473 88,813,077
Student servicesfathletics. (30.?26) 950,385 7.817.627 8,748,286
Campus improvements - 6,380,167 582,580 6,972 757
Cther and undesignated 649,875 56,517,445 13,778,000 70,845,320

Total net assets $ (629,836) $ 105,835,972 § 197,035,472 § 302,241,615
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Wiari Univarsity Foundation

‘Schodule of Changes tn Nel Assets
¥ear Ended June-38; 2046

Balaiite Endwment  Market . Transfers intratund Balanee
July 3, 2018 Contibutans ncome Adiusteant. Net Ta Meami Translars. Cther Jung 30, 2416
Podlad enddvment funas S2E27VAR40 E GATAI00 5 173BA22 5 {1MSHIE) S (9EM2319) 5 MBITE 5 2200 § 250,568,395
Non-pooied andowment furnds 275088 - 3707 2684 2010 - - 278,437
Tatat endowment funds 263,048,308, 9,474,300 1742229 (13946843 (9686329 218378 (2200) 250,846 812
Expendatie funds - donor restcted For capial prajects: 8,171,219 6127069 19,813 5318 6 E00.8001 40.704 - 5,754,023
‘Expondabin and bord discretionary funds-ngn capiiat 1.948 548, 1,577,569 A845 .40 {2.094,395} 165667 - 4,637,179
Ascumulatad cash ualug-nsuraney 1,958,834 15003 - 69,623 - 183,103 ‘e --‘i,-_eén_ss?
Gttarinvestment Ands’ BIE047 - - {750,793 {11.600) (B57) - 72207
Not spit-intorest funds 8,218 551 84.604 - - (S04.770) (650,269 7,248,538
Fledges receivable 39,740,864 (5.268.737) - - - - - 34,481,403
frterast in Yusts held by athers 215 814 - - - . - £4 BABY 210,986
Total net asseta. $pa4dBEi7 5 12009867 & STOBART § {14532185) §{184010141 8 5, {05741T) 8 302.241.615

Datad of Markel Adiisiment, Hay

Net )  Hparket
Urvealzed and  Administrate . Adstment,
Raatized Geing £xpense ey

$32712532) 5 (1900825 5114822185
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Miami University Foundation

Schedule of Investments
June 30, 2016
{With Comparative Totals for Jurie 30, 2015}

Description
Paoled Funds ]
Domestic Public Equitles
Eagie Global Advisors
lateef Investmignt Management
Total domestic public equities

Global Public Equities
Baring Asset Management
Lorie Pine Capital
Gakmark Funds
Pimco
Victory RS Investments
Virtug Investment Partners
William Biair Global Lesders.
Total glebal public equities

{nternational Public Equities
Virtus Investm ent Pariners
Total international public equities

Domestic Public Debi
Commanfund
Total domestic public debt

Global Public Debt’
Beach Point Capital Management
Franklin Templeton lnivestments
Total global public.debt

Hedge Funds
8each Point Capital Managerient
Canyen Capftal Advisors
Ewvansion Gapital
Fir Tree Partners
GoldenTree Asset Management
JHL Capitél Group
WMarble Arch Investments .
Sandler Caphial
Starboard Value
Strategic Value Partners
Total hedge funds

Private Investments
Commaeonfund (15 funds) - Various’
Falcon Investment Advisors - Debt
GEM Really Securlties - Real Estate
Goldman Sachs (4 funds) - Various
Hamijfon Lane Advisors (2 funds) - Equities
Metropolitan - Real Estate.
Penn Square Capital Group (2 funds) - Real Estate
Pomona Capital - Equifies
Timbearvest {2 funds) - Natural Resources’
Woeslport Capital Partners - Real Estate
Total private investments
Total pooled funds

{Caontinued)
16

2016 2015
Fair Value Fair Value
14,426,639, 14:426,081
17,491,607 16.600:075
31,918,246 31.025.136
25,187,552 26,723,993
4,353,556 4.837.821
16,747,698 19,846,510
25,564,796 27,044,618
4,976,425 5,576,563
27,044,910 30,269,073
20,884,118, 21,721,968
424,759,055, 136,020,545
14,814,906 10,257,373
14,814,906 10,257,373
2,549,299 2,490,323
2,549,299 2,490,323
11,189,445 10,872,336
19,113,287 15,934,870
30,302,732 26,807,206
12,019,187 12,081,011
21,381,566 26,562,807
22,439,021 24,073,488
8,526,715 -
24,727,284 29,656,645
9,486,836 9,939,542
10,118,675 11,568,542
11,498,837 11,178,248
7,053,362 7.355,842
11,107,200 11,417,721
139,358,683 143,633,946
13,620,861 16,828,550
69,151 -
1,987,436 -
13,937,464 19,480,098
9,541,363 13,077,460
2,070,541 2,642,112
5,962,917 7,908,717
1,578,227 1,917.794
11,083,308 11,587,626
5,884,065 4,992,956
65,735,333 78,515,311
409,438,254 -429,049,841




Miami University Foundation

Schedule of Investmeits {Continued)
June 30, 2016
{With Comparative Totals for June 30, 2015)

Description _
Separately Invested Funds

Domestic Public Equities
Student managed investment portfolio
Stock gift pending sale - Berkshire Hathaway
Total domiestic public equities

Limited Parinerships and NMon-Public Equities
Longford Limited Partnership
Longview Energy Company
Nuciea Biotechnologies
Student Venture Funds
Total limited partnerships and non-public-equities
Total separately invested funds

Split-Interest Funds
PNC Bank
Domestic public eqguities
international public equities:
Domestic public debt
Total split-interest funds

Grand total

17

2016 2015
Fair Value Fair Value

$ 99,874 § 97,160
- 419
99,874 67 809
13,889 13,898
1,000 1,000
- 747,500
27,500 31,650
42,399 794,049
142,273 891,658
6,443,665 6,827,181
1,214,793 1,385,085
5,661,831 8,770,183
13,320,289 13,082,400

$ 422,900,816

$ 443923 908
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Independent Auditor's Report on Internal Contro! Over Financial Reporting and on Compliance
and Other Matters Based on-an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

Board. of Directars

Miami University Fouridation and
Mr. Dave Yost .
Aliditor of the State of Ohio

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govemment Auditing Standards
issued by the Comiptroller General of the United States, the financial statements of Miami University
Foundation, which comprise the statemient of financial position as of June 30, 2018, and the related
statements of activities, and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated October 6, 2018.

Internal Control Over Financial Reporting _

In planning and performing our audit of the-financial statements, we considered Miami University
Foundation's-intefnal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing. our opinicn on the financial
statements, but not for the purpose of eéxpressing an opinion on the effectiveness of Miami University
Foundation's internal control. Accordingly, we do not express an opinion on the effectiveness of Miami
University Foundation's internal control.

A deficiency in internal controf exists when the design or operation of a controt does not aliow
management or employees, in the normal cotirse of performing their assigned functions, to prevent, or
detect and corréct, misstaternants on a timely basis. A material weakness is a deficiency, ora.
combination of deficiencies, in internal contrel, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected ona
timely basis. A significant-deficiency is a deficiency, or a combination of deficiencies, in internal control
that is Jess severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal controf was for the limited purpose described in the first paragraph of this
section and was not designed te identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we censider to be material weaknesses. However, material
weaknesses may existthat have not been identified.

Compliance and Other Matters _ _

As part of obtaining reasonable assurance about whether Miami University Foundation's financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on-the determination of financial statement amounts, However, providing an
apinion on compliance with those provisicns was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance o1 other
matters that are required to be reported under Government Auditing Standards.
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independent Auditor’s Report on Internal _Contrpl'Over F'inanc_i'al Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Perforined in Accordance With
Government Auditing Standards {Continued)

Purpose of this Report -

The purpose of this report is solely to describe the scope of our testing of internal control and compliance’
and the results of that testing, and not to provide . an opinion on the effectiveness of the entity's internal
control or on compliance. This repoit is.an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly,
this communication is not suitable. for any-ether purpose.

PSSk LS LLFP

Cleveland; Ohioc
October 8, 2018
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Dave Yost - Auditor of State

MIAMI UNIVERSITY FOUNDATION

BUTLER COUNTY

CLERK’S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

isan Lubbitt

CLERK OF THE BUREAU

CERTIFIED
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