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Heport of Independent Auditors

To the Board of Trustees of the
University of Maryland College Park Foundation, Ine.

We have audited the accompanying consolidated financial statements of the University of Maryland
College Park Foundation, Ine. (the "Foundation”), which comprise the consolidated statements of
financkal position as of June 30, 2017 and 2016, and the related consolidated statement of activities and
changes in net assets and cash flows for the years then ended.

Management's Responsibility for the Consolidated Financial Statements

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

Awlitor's Responsibility

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

An audit involves performing procedures to abtain audit evidence about the amounts and disclosures in
the consolidated financial statements, The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or ervor, In making those risk assessments, we consider internal control relevant to the
Foundation's preparation and fair presentation of the consolidated financial statements in order to design
audit procedures that are appropriste in the circurnstances, but not for the purpose of expressing an
opinion on the effectiveness of the Foundation'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 mace by management, as well as evaluating the overall
presentation of the consolidated financial statementz, We believe that the andit evidenes we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.



pwc

Opinion

In pur opinien, the conselidated Anancial statements ceferred to above present faidy, in all matedal
respects, the financial position of the University of Maryland College Park Foundation, Ine. at June 30,
2017 and 2016, and the results of their operations and their cash Nows for the years then ended in
accordance with accounting principles generally accepted in the United States of America,

{'P:-iuwierlwﬂ‘.f:aa?hﬂ LL"P

Baltimore, Maryland
Detober 27, 2017
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The University of Maryland College Park Foundation, Inc.
Consolidated Statements of Financial Position

June 30, 2017 and 2016

Agsets

Current assets
Cash and cash aquivalanis
Accounls recalvabla
Accrued intarast recaivable
Conlribubions receivable, currant partion
Shorl tarm invesimeanis
Oiher assaks

Total curreni assets

Invasimants
Endavermant
Operating
Imvestment In Proton LLC
Funds held for octhers
Othar imvesimeanis

Tedal investments

Other assals
Confributions receivable, long-lenm portion

Property and equipment, net
Leased real estate under capital leases, nel
Oiher recaivablas-kong tarm

Toltal other assels

Taotal asseis
Liabilitles and Net Asseds
Curranl liabilites

Accounis payable and accrued expenses
Dasfarrad inoome

Todal curranl llabdiies
Oiher Babilities
Funds habd for others

Capital lease ability
Annulties payable

Total othar kabilities
Total liabilities

Unrestricled

Tempaorarily resiricied

Permananily restricted
Total net assets

Total lisbilitias and nel assels

The accempanying noles are an integral part of these financial statements.

i

2017 2016
S 44120608 § 33,180,745
6,125 40,318
423,763 152,168
42,101,656 41,827,803
27,503,588 17,353,402
1,080,013 1,132,078
115,335,351 03.687.514
316,108,344 280,322,737
21,974,560 26,862 510
&, 000,000 6,000,000
9,150,234 9,062 696
455 088 5 506,790
353,690,126 327 844,742
46,300,150 49,614,388
16,550,032 16,700,905
3,600,143 3,704,195
580,367 505,610
67,040,601 70624, 188
542 086,078 § 492,156,445
10,508,565 3,773,687
1,224,495 1,735,900
11,733,060 5,500,587
8, 150,3: 9,082,920
3,636,000 3,717,250
2502 885 2,830,106
15,379,155 15,710,276
27,112,215 21,210,863
0,025,604 0,358,508
233,190,630 206,203,635
272,737 343 266,284,049
514,053 867 470,036,582
542 066,087 5 402156445




The University of Maryland College Park Foundation, Inc.
Consolidated Statement of Activities and Changes in Net Assets
Year Ended June 30, 2017

Temporarily Pormanantly

Unrestricted Restricted Rasiricted Taobal
Revanuss
Conkributions § - & 468304871 5 16340401 5 62980272
Invesimant incoma, ned of leos 5,033,458 {2,338, 190) - 2,695,268
Oilheyr program income 107,883 . . 107,883
Sales ard sanicas 798,816 - - 788,816
Oihear incomsa 1,463,603 - - 1,463,503
Coursas and confarences 132,729 - - 132, T2
Realized and unrealkzed gaing
an invesimans, not BS5.822 34,028,788 . 34,884 ERR
Change in valuaion of spll-inberast agresmants 1,827 {264, 245) 112,803 [168,526)
Mel a=sets refeasad from restrictions 50,349,208 150,349, 206} -
Taotal ravenues 58,743,534 27 80, 55 18,453,284 103,083 623
Expansas
Program 55,482,071 - 55,482,671
Ganeral and administrathve 3362 BaZ . - 3,382 B42
Fmtﬁ'ﬂ 210,725 - - 210,725
Tolal expensas 50,078,538 - 58,078,538
Changa in net asseds {333,004) 27,800 605 16,453,204 &4 1T, 2585
Mol assols
Beginning of year 1,358 098 205,203,635 256,284 (40 470,936,550
End of year & 9025804 5 233.113:!\&3!] §F A2TWMHY 5 51i953.ﬂﬂl'

The accompanying noles are an integral part of these financial statements.
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The University of Maryland College Park Foundation, Inc.
Consolidated Statement of Activities and Changes in Net Assels

Year Ended June 30, 2016

RavanLiss

Contributions

Invasimant incoma, nat of feos

Oihar program incom

Sales and sprvices

Qe incomme

Couraeas and conlarances

Realized and unrealzed gains

on iveesimonts, nat

Changa In valuation of spil-inferest agreamenls

Mot assets released from resbickions
Tobal ravenies

Expansas

Program
Ganeral ard admanislrabive

Fundraisirg
Total expenses
Chaniza in net sssals
Mal assala
Begirming of yaar
End of yaar

Tempararily Parmangmily

Unrestricted Rosiricied Rastrictod Taotal
5 - & SDBBAS5E S 1BBS5249 5 TES4ILANT
5,604, 641 (3. 308.058) - 2,206,580
160, A0 . 196,402
2,511,801 231,801
1, %0115 - 1,010,115
120,905 - 120,805
(226,082) (5. F27.050) . i|5,053,037)
1560 {333,008 [3.430) {334,0876)
53,500,020 [53,578,628) -
B2, 508,100 (3,149,008 1B,651,879 78400413
61,771,701 % 81,771,701
2,471,512 Py 2471512
218,580 = : 219,580
B4, 462 802 = . i, 482 B2
{1,584, 438) (3,149,272) 18,651,819 13,534,111
10,823,334 208,442,507 207 632230 458,008 471
£ H358898 5 ME2E163I5 5 26624040 5§ 470,938,582

The accompanying noles are an integral part of thesa financial statements.

G



The University of Maryland College Park Foundation, Inc.

Consolidated Statements of Cash Flows
Years Ended June 30, 2017 and 2016

Cash flows from operating activities
Change in nel assels

Adjustment to reconcile change in nel assets to cash and
cash equivalenis provided by operaling activilies
Met realized and unrealized (gains) losses on investmeants
Depreciation
Decrease in accounts recelvable
Change In valuation of split-interest agreements
Decrease in defarred income
Increase in acorued inlerest receivable
Decrease (increasa) in contributions receivabla
Decraase (increase) in other assels
Increase in other labdities
Decreasea in other recaivables-long term
Increase in accounts payable and accrued expenses
Conlributions resiricled for long-term Invesiment

Met cash and cash equivalants provided by {used In)
operaling aclivities

Cash flows from investing activities
Purchasaes of investments

Sabas of invasiments

Acquigition of e estale assets
Purchase of short tarm invesiments
Damoditian of proparty

Purchase of properly and equipment
Sale of fized azsels

Met cash and cash equivalents provided used in
invasting aclivities

Cash flows from financing activities

Cecreasa in annuities payabla

Capilal Lease principal payments
Conftributions restricted for lang-term Investment

Met cash and cash equivalents provided by financing
activilies

Met incraase in cash and cash equivalams

Cash and cash agquivalents
Beaginning of year

End of year

2017 2016
$ 44,017,285 § 13.0838,111
(34,884,588) 5,853,937
240,204 205,969
33,583 72785
168,527 334,876
(611,405) (361,777)
(271,505) {100,287)
3,040,475 {1.497.301)
2968 {122,341)
i 224
15,243 14,334
G, 734 BO7 218,044
(16,340,401) (18,655,249
2,206,111 2.115
(27 572,373) {20,106,329)
21,848,724 16,987,673
(874,000) -
(415,705) {375,435)
1-:!;912 -
. (200,551)
= 24,324
(7,080,532) {3,760,318)
(506,948) (358,308)
(81,171 (66, 155)
16,340,401 18,655,249
18,752,282 18,230,608
10,948,861 14,472,493
33,180,745 18,708 252
5 44120806 § 33,180,745

The accompanying nobes ane an integral part of these financial stalemants,
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The University of Maryland College Park Foundation, Inc.
Motes to Consolidated Financial Statements
June 30, 2017 and 2016

1.  Nature of Operations

The University of Maryland College Park Foundation, Ine. (the *Foundation” or "UMCPF"), an
independent foundation incorporated in 1999, manages funds received for the benefit of the
University of Maryland College Park (the “University™ or "UMCP™ )L

In Decamber 2008, the Foundation organized a mited liability company in the name of
UMCPF Serviees, LLC (M"the LLC™), The LLC is managed solely by the Foundation, The purposes
for which the LLC was formed ave (i) to operate and manage businesses, (i) to provide
transportation and other services that arve related 1o such operation and management, and (iii) to
conduct any other business, operation, or activity deemed proper by the Foundation, and for any
purpose as permitted by Section 4A-201 of the Maryland Limited Liability Company Act.

In June 2010, the Foundation omganized a limited liability company in the name of

UMCPF Property I, LLC (*the Property I LLC") to facilitate real estate investment activities related
to “The Varsity” development project. The Varsity project was completed in IFY 2012 and
Foundation management has kept this entity active for fture real estate investment activities, The
Property I LLC is managed solely by the Foundation. The purposes for which the Property | LLC
was formed are to acquire, owm, hold, eperate and sell land and improvements and any lawful
business activities deemed proper by the Foundation, and for any purpose as permitted by

Section 4A-201 of the Maryland Limited Liability Company Act,

In September 2013, the Foundation organized a limited liability company in the name of

UMCPF Property 11, LLC ("the Property 1T LLC") to facilitate the purchase of an office building
located at 46073 Calvert Road, College Park, MD to provide office space for Foundation staff. The
Property 11 LLC is managed solely by the Foundation. The purposes for which the Property 11 LLC
was formed are to acquire, own, held, operate and sell land and improvements and any lawful
business activities deemed proper by the Foundation, and for any purpose as permitted by Section
4A-201 of the Maryland Limited Liability Company Act,

In March 2614, the Foundation organized a Hmited lability eompany in the name of

UMCPF Property 111, LLC ("the Property 11 LLC™) to facilitate the purchase of land to be developed
into a hotel and conference center near the main entrance of UMCP, The Property 111 LLC is
managed solely by the Foundation. ‘The purposes for which the Property 111 LLC was formed are to
Jease, aequire, own, hold, develop, sell, manage and operate certain land and improvements located
on 1.5, Route 1 near Paint Branch Parkway in College Park, Prince George's County, Maryland and
to carty on any and all lawful activities with all general powers available to Maryland limited
liahility companies,

In December 2014, the Foundation organized three (3] limited liability companies with the names;
UMCPF Property IV-A, LLC (“the Property IV-A LLCT), UMCPF Property IV-B, LLC (“the Property
IV-B LLC"), UMCPF Property 1V-C, LLC ("the Property [V-C LLC"), to facilitate the purchase of
commercial real estate property located in dovwmtown College Park, All threa (3) of the above
named LLC entities are managed solely by the Foundation. The purposes for which these 3
Property LLC entities were formed was to lease, sequire, own, hold, develop, sell, manage and
operate certain land and improvements located on Knox Road, Lehigh Road and Baltimore Avenue
{11.5. Route 1) in College Park, Prince George's County, Maryland and to carry on any and all lawful
activities with all general powers available to Maryland limited liability companies.



The University of Maryland College Park Foundation, Inc.
Notes to Consolidated Financial Statements
June 30, 2017 and 2016

In December 2014, the Foundation erganized a limited liability company with the name

UMCPF Property V, LLC (“the Property V LLC") to facilitate the purehase of real estate and
improvements located in downtown College Park. The Property V LLC entity was formed to lease,
acquire, own, hold, develop, sell, manage and operate certain land and improvements located at
7200 and 7150 Boltimore Avenue (ULS. Route 1) in College Park, Prince George's County, Maryland
aned to carry on any and all lawful activities with all general poswers available to Maryland limited
liahility companies,

In September 2014, the Foundation organized a limited liability company with the name

UMCPF Property V1, LLC ("the Property VI LLC") to facilitate the purchase of real estate located in
College Park adjacent to university property. The Property VI LLC entity was formed to lease,
acquire, own, hold, develop, sell, manage and operate certain land and improvements located at
4600 Norwich Road in College Park, Prince George's County, Maryland and to carry on any and all
Tawiul activities with all general powers available to Maryland lmited Bability companies,

In September 2015, the Foundation organized a limited liability company with the name

UMCPF Property VI, LLC (“the Property V11 LLC™) to facilitate the re-development of commercial
roal estate in dovmtovwn College Park. The purpose of the Company is to lease, acquire, own, hold,
develop, sell, manage and operate certain land and improvements located at 7416 Baltimore
Avenue in College Park, Prince George's County, Maryland and to carry on any and all other lawful
activities with all general powers available to Maryland limited liability companies.

2.  Basis of Presentation and Summary of Significant Accounting Policies

Basis of Consolidation and Presentation

The consolidated financial statements of the Foundation have been prepaved on the acerual basis of
accounting. As described in Note 1, the consolidated financial statements include the aceounts of
the Foundation and the LLCs, after elimination of all significant intercompany accounts and
transactions.

Cash and Cash Equivalents

Cash and short-term investments with maturities at dates of purchase of three months or less are
classified as cash equivalents, except that any such investments purchased with funds on deposit,
funds held in trusts or by external endowment investment managers are classified with the deposits
and investments, respectively. Cash equivalents include short-term UL8. Treasury securities and
other short-term, highly liquid investments and are carried at cost plus accrued interest, which
approximates market value,

Pledges Receivable

Unecanditional promises to give with payments due in future periods are reperted as temporarily or
permanently restricted support when the funds are pledged. Amounts due are recorded at the net
realizable value discounted using a rate of return that a market participant would expect to receive
over the payment period at the date the pledge is received, An allowance for uncollectible pledges
is recorded for pledges which may become uncallectible in future periods, Amounts deemed to be
uncollectible have been written off. The contributions receivable balance is based on
management's best estimate of the amounts expected to be collected. The amounts the Foundation
will ultimately realize could differ from the amounts assumed in arriving at the present value and
allowance for doubtful accounts.



The University of Maryland College Park Foundation, Inc.
Motes to Consolidated Financial Statements
June 30, 2017 and 2016

Valuation of Investments

The Foundation carvies its investments at market value to the extent that market quotations are
readily available and reliable. To the extent that market quotations ave not available or are
congidersd to be unreliable, fair value is estimated by the University System of Maryland
Foundation's ("USMF"} investment manager under the general oversight of the Board of Trustees
of the UMCP Foundation after consideration of factors considered to be relevant, imcluding but not
limited to, the type of investment, position size, macketabdlity, (or absenee thereof) cost,
restrictions on transfer, and available quotations of similar instruments, Due to the uncertainky
inherent in the valuation process, such estimates of faic value may differ significantly from the
values that would have been obtained had a ready market for the investments existed, and the
differences could be material. Additionally, changes in the market environment and other events
that may vccur over the life of the investments may cause the gains or losses ultimately realized on
these investments to be different than the valuations currently assigned, There is no single
standard for determining fair value in good faith, as fair value depends upon circumstances of each
individual case. In general, fair value is the amount that the Foundation might reasonably expect
to receive upon the current sabe of the investment in an arms-length transaction in the investment’s
principal market.

The change in net unrealized gaing or losses on investment securities is reflected in the
Consolidated Statements of Activities and Changes in Net Assets. All gains and losses arising from
the sale, collection, or other disposition of investments are accounted for on a specific identification
basis caleulated as of the transaction date. For endowment assets, which ave all held in a pool,
investment gains or losses are distributed quarterly among the individual endowment funds on the
basis of the number of units of the pool held by each individual endowment account, 1f the donor
document requires that unspent camings be added back to the corpus, then losses below the cost
basis of endowment assets shall ficst veduce permanently restricted net assets to the extent of
secumulbated unexpended earnings, then temporarily restricked net assets to the extent that donor-
imposed temporary restrictions on net appreciation of the assets have not been met before the loss
oecurs with any remaining loss reducing unvestricted net asseks,

See Note 3 for further details on valuation of investments.

Deferred Revenue

Deferved revenue represents revenues collected but not earned as of June go. This is primarily
composed of revenue for grants paid upfront and before the work and final reports have been
submitted to the grantors, Revenue is only recognized as expenses ave disbursed and the unspent
amounts ave recorded as deferred revenue, UMCPF recorded deferved revenue of 51,224,495 and
£1,735,900 for the years ended June 30, 2007 and 2016, respectively.

Funds Held for Others

Funds held for others consists of funds held by the Foundation on behalf of other individuals,
entities or institutions, These funds may be held in separate accounts or commingled and managed
in the endowment pool of the Foundation ns agreed upon with the owner(s) of the asset{s).

In Jannary 2ois UMCPF signed a Funds Management Agreement with the trustee of a Charitable
Remainder Unitiust whose ultimate beneficiary is UMCPF, In August of 2006, the Trustee of the
Unitrust transferved $g million to UMCPF to be held and invested per the terms of the Funds
Management Agrecment. These Unitrust funds were the only funds held for others by UMCPF as of
June 3o, 2007 and June 30, 2006,



The University of Maryland College Park Foundation, Inc.
MNotes to Consolidated Financial Statements
June 30, 2017 and 2016

The value of funds held for others by UMCPF at June 30, 2017 and June 30, 2016 was $9,150,301
and %g,062 920, respectively. The amount held for others in fiscal vears 2017 and 2016 consisted of
marketable securities held in an investment account for the Charitable Remainder Unitrust
dizcussed in the above paragraph.

Split-Interest Agreements

The Foundation also receives contributions in the form of charitable gift annnities and charitable
rermainder unitrists, for which the Foundation acts as trustee and holds the assets, When the
trust's obligations to all beneficiaries expire, the remaining assets will revert to the Foundation to
be used aceording to the donor's wishes.

The Foundation recognizes the estimated fair value of these agreements as contributions receivable
and revenue from those trusts where the Foundation is not the trustee, Where the Foundation is
brustes, the estimated fair value is recognized as an asset and as contributions revenue, The fair
value is based on the prosent valie of estimated future distibutions to be paid over the expected
et of e brust agresments,

Amortization of the related discount and revaluation of expected cash flows are recognized as
changes in the value of split-interest agreements in the vear in which they occur. The change in
valuation of split-interest agreements was ($160,526) and ($334,876) for fiscal years ended June
30, 2007 and 2016, respectively,

The Foundation recognizes a Hability for the portion of the proceeds under the split-interest
agreements to be paid to beneficiaries under the terms of the agreements, The estimated annuity
liabilities expected terms are baged on IRA actuarial tables, The discount rates used to compute the
present value of these receivables are the original discount rates used at the time of the gift under
IRC Section 75206{a) and ranged from 1.4% to 6,2%.

The total market value of split-interest agreements held by the costodian of such investments was
%5,.481,088 and 55,506,700 for fiscal years ended June 30, 2007 and 2015, respectively.

The tolal amounts payable related to split-interest agreements at June 30, 2007 and 2016 were
S2.502,685 and 52,930,106, respectively,

In fiscal year 2ou7, UMCPF enteved into two separate Betained Life Estate agreements whereby
grantors executed deeds giving the Foundation a remainder interest in each grantor's respective
residential real property, while the grantors retained the rght to occupy and maintain the
properties during their respective lifetimes. The independently appraised valies of the residential
properties are recorded os other investments on the Statement of Financial Position totaling
%g74,000, with a total of $9:3,981 recorded as deferred income to adjust these gifts to their
actuarially caleulated values based upon ench grantor's respective life contingency.

Property and Equipment

Property and equipment are stated at cost, except for contributions of property and equipment for
witich it is recorded at fair value based on valuations performed, For unrestricted assets, the cost of
property and equipment purchased in excess of $1,000 is capitalized.
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The University of Maryland College Park Foundation, Inc.
Motes to Consolidated Financial Statements

June 30, 2017 and 2016
2017 2016

Land $ 11,860,144 § 11,860,144
Buildings and Imrpovements 4,046,335 4,060,248
Laased real estale nder capital lease 3,783,405 3,783 405
Artwork 100,000 100,000
20,689,885 20,703,797
Lass: Accumulated depreciation (528.610) (285,606)

Property and equipmeant, net § 20160075 § 20414191

Sew Note 13 for fther details on the land purchase and ground lease,

In fiseal year 2016, UMCPF entéved into a thirty-year (30) lease of commereinl real estate located
on Baltimore Avenuwe [U.5, REoute 1) in downtown College Park to facilitate the development of a
mizxed use space in cooperation with the University and a private food service operator. The
Foundation paid for renovations that restored the space to operating condition and then sul-leased
the space to the private food service operator as part of the University and Foundation's strategic
plans to improve the quality of services and amenities available to the stwdents, faculty and staff of
the University and the City of College Park. Future minimum lease payments are as follows:

Year anding Juna 30,

2018 i 208 520
2019 214,784
2020 221,728
20 22T BE5
Theraafiar 8,196,571
Total minimum lease paymenis 5 9088977

UMCPF recorded depreciation expense of 240,204 and $205,969 for the years ended June 30,
2017 and 2016, respectively,

Realized and Unrealized Gains/{Losses)

The Foundation reports realized and unrealized gaing/{losses) net of investment manager fees, The
following schedule reflects the gains and fees for the years ending June 30, 2007 and 2016,

Temporarily  Parmansnily

0T Ehnrosbriched Aaaticlod Aesiriciod Todal
Feafzed and unmaboed gains (losses) on irmdiments
and other, grogs of lses 5 B340 5 40400328 5 - & 4N FERETS
R 08,5275 16.371,560) {B,I7E. 08T}
Raalized and unrealiced gains [losies)
on invedlmania and ofher, nal of feas & mcondad
in tha corsolidabed statamants of aclhlios 5 B55.022 5§ MOZBTEE 5 - o ]

1



The University of Maryland College Park Foundation, Inc.
Motes to Consolidated Financial Statements

June 30, 2017 and 2016
Tomporarily  Pormamongly
F1a [ Unsrastriclad Resiriclad Reairictad Tatal
Rogalizad and Lorgalized gaing (lasses) on imvesiments
nnd otbae, gross of bees F @TomE 30 (405 5 - §  EELTO
investmpnl ipas Ri2H {50570 {5,372, F6T)

Rookpsd and ynnialized gaing [Rases)
an s siments and ofar, nol of fees a3 recorded
in i conaclidaled statemanis of achivilios 5 (2x60Ay) & (BT As) S - % (5083837

Expenses

The Foundation expends certain funds considered as general and administrative in nature. These
funds are either an behalf of UMCP or its related programs and supporting activities or for the
Foundation’s business operations and have been clagsifled as such,

Administrative Fees

Foundation management designates investments from all net asset classes into operating amd
endowment categories, Administrative fees are charged by the Foundation to cover operating
expenses as follows, depending on the type of investment portfolio into which the assets are placed:

Invesimenls - Operaling

The Foundation's operating acconnts are not assessed charges to fund the operating budget.
Instead, to cover the operating budget and other financial obligntions of the Foundation, the
Foundation retains all investment camings on operating funds. A two-year funds management
agreement with the USMF was in place for the period July 1, 2014 through June 30, 2016. The fees
due to the USMF under the agrecment are 30 basis points against all managed funds (including
operating funds) based on the March 31 market value of the previous fiscal year, and are to be
deducted from the managed fund(s) in the fivst quarter of the fiscal year. On July 1, 2016, UMCPF
and USMF agreed to a two year renewal of the existing funds management agreement that took
effect July 1, 2016. As a condition to renewing the agreement, both parties agreed to a modification
of the fee structure for both the endovment and operating funds managed by USMF on behalf of
UMCPF. USMF would continue to charge an annual fee of 30 basis points, based on the market
value of the managed funds as of March 31 of the previous fiscal vear (both endowment and
operating), provided however, that if the market value of the managed funds is $350 million and
less than S5o0 million the fee shall be 27.5 basis points and if the market value is $500 million or
miore the fee shall be 25 basis points,

The management fee charged to the operating aceount by USMF of $79,210 and $80,682 for the
years ended June 30, 2017 and 2016, respectively, is included in Investment income, net of fees in
the Consolidated Statements of Activities and Changes in Net Assets. In no event, shall the fees
collected by USMF from the Foundation exceed the actual costs associated with investment
management services provided by USMF in accordance with the terms of the investment
management agreement.

Investmernls - Endowment

For the fiscal vears ending June 30, 2017 and June 30, 2006, the Foundation's endowment
investment assets were invested in the USMF endowmient investment pool under the terms of a
two-vear funds management agreement in effect from July 1, 2014 theough June 30, 2006 and
extended through June 30, 2017, Professional investment fees ave deducted by the investment
manager prior to the distribution of income. In addition, the Foundation annually nssesses each
endowment account a fee for management and administrative expenses at a rate of 1.6% of the
miarket valwe of assets managed, 1 an individual endowment account is underwater (eumulative

12



The University of Maryland College Park Foundation, Inc.
Motes to Consolidated Financial Statements
June 30, 2017 and 2016

cazh contributions exceed market value) at the spendable income valuation date, no fee is assessed
by the Foundation.

The management fee charged to the endowments by USMF of $835,867 and $836,837 for the years
ended Jupe 30, 2017 and 2016, respectively, is included in Investment income, net of fees in the
Consolidated Statements of Activities and Changes in Net Assels, The Foundation paid 30 basis
point (0.30%) of the market value to USMF for endowment investment management services for
the fiscal years ending June 30, 2017 and 2016 respectively, in accordance with the terms of the
investment management agreements in effect for both fiscal yeavs.

Classification of Net Assels
The Foundation's net assets have been grouped inte the following theee classes;

Unrestricted Net Assels

Unrestricted net assets generally result from revenues derived from providing services and
receiving unrestricted contributions, less expenses incurred in providing services, raising
eontributions, and performing administrative functions. All unrestricted funds are for the use of
the Foundation's supporting activitics,

Temporarily Restvicted Net Assels

Temporarily restricted net assets generally vesult from contributions and other inflows of assots,
the use of which is limited by donor-imposed stipulations that either expive by passage of time or
citn be fulfilled and removed by actions of the Foundation pursuant to those stipulations.

Permanenily Restricted Nel Assels

Permanently restricted net assets generally vesult from contributions and other inflosws of assets,
which eannot be used by the Foundation, Income from these assets can be unrestricted or
restricted based on donor stipulation.

Unrealized and renlized gains and losses, dividends, and interest from investing in income-
producing assets may be incleded in one of these net asset classifications depending on donor
restrictions.

Classification of Gifts

The Foundation reports gifts of cash and other assets as restricted support held in separate
accounts if they are received with donor stipulations that limit the wse of the donated assets, When
a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished in subsequent reporting periods, temporarily restricted net assets are reclassified to
untestieted net assets and veported in the statement of activities as net assets released from
restrictionz, Contributions for which donors have stipulated restrictions, but which are met within
the same reporting period, ave reported as unrestricted suppoit,

Estimales

The preparation of financinl statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
linbilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting peried. Significant items subject to such estimates and assumptions
include the fair value of nontraditional investments and the net realizable value of accounts and
contributions receivable. Actual results could differ from those estimates,
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Income Taxes

The Foundation is organized and operated exclusively for charitable and educational purposes
within the meaning of the provisions of section 501{c) (3) of the Internal Revenue Code. Since the
Foundation had no material unrelated business income for the years ended June 30, 2017 and
2016, no provision for income taxes has been made,

The FASE issued guidance on accounting for uncertainty in income taxes clarifies the accounting
for uncertainty of income tax positions, This guidance defines the threshold for recognizing tax
return positions in the financial statements as “more likely than not”™ that the position is
sustainable, based on its technical merits. ‘This guidance also provides guidance on the
mensurement, classification and disclosure of tax return positions in the financial statements, No
asset or liability has been recorded as of June 30, 2007 or June 30, 2016 for uncertain tax positions.
The Foundation is no longer subject to U.5. federal or state examinations by tax authorities for
vears before fiscal year ended June 30, 2003,

Recent Accounting Pronouncements

I May 2015, the FASB issued ASU 2016-07, Fair Value Measurement: Disclosures for
Investments in Certain Entities that Calealate Net Asset Valwe per Share (or its Equivalent).
Under the new guidance, investiments measured at not asset value ("MAV), as a practical expedient
for fair value, are cxcluded from the fair value hievavehy., However, an entity must still disclose the
amoiinl of investments measured using the practical expedient in order to reconcile the fair value
hierarchy to the balance sheet. The ASU is effective for fiscal periods beginning after December 15,
z016, however early adoption is permitted. The adoption of this guidance is not expected to have a
material impact on the Company”s financial statement disclosures,

In August 2016, the FASE issued ASU 2016-14, Not-for-Profit Entities (Topic 958) = Presontation
of Financial Statements of Not-for-Profit Entities. The ASU amends the current reporting model for
nonprofit organizations and enhances their required disclosures. The major changes include: (a)
requiring the presentation of only two classes of net assets now entitled "net assets without donor
restrictions” and net assels with donor restrictions”, (b) modifying the presentation of underwater
endowment funds and related disclosures, (¢) requiring the use of the placed in service approach to
recognize the expivations of restrictions on gifts used to acquire or construct long-lived assets
absent explicit donor stipulations otherwiss, (d) requiring that all nonprofits present an analysis of
expenses by function and nature in eitler the statement of activities, a separate statement, or in the
notes and disclose a summary of the allocation methods used to allocate costs, (&) requiring the
disclosure of quantitative and qualitative information regarding liquidity and availability of
resolirees, () presenting investment veturn net of external and direct internal investment expenses,
and (g) modifying other financial statement reporting requirements and disclosures intended to
inerease the usefulness of nonprofit financial statements. The ASU is effective for the Foundation's
financial statements for fiscal years beginning after December 15, 2017, Early adoption is permitted
although certain optional practical expedients are available for periods prior to adoption.
Management is currently evaluating the impact of this ASU on its financial statements.

3. Fair Value Measurements

FASE ASC 820, Fair Value Measurement (ASCE20) defines fair value, requives disclosures about
fair value measurements, and establizshes a three-level hierarchy for fair value messurements based
omn the inputs to the valuations of an asset or lHability at the measurement date. Fair value is defined
as the price that would be received to sell an asset or paid to transfer a liability in an ordecly
transaction between market participants at the messurement date, The following three-level
hierarchy classifies the inputs used to determine fair value;
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Level 1 Quaoted prices ave available in active markets for identical investments as of the
reporting date. ‘The type of investments included in this category include listed
equities and listed mutual funds,

Level 2 Pricing inputs include market data which is readily available, regularly distriluted or
updated, reliable, verifiable, not proprietary, provided by multiple, independent
souspees that are actively involbved in the relevant market. Investments which are
generally included in this category include less liquid and restricted equity securities
and fixed income securities.

Level 3 Pricing inputs are unobservable for the investment and include situations where there
is little, if any, market activity for the investment, The inputs into the determination
of fair value require significant judgment or estimation. Investments that are included
in this category generally inchude investments in private equity and investment funds
as well as off-shore hedge funds. In addition, the Foundation depends on USMEF's
investment office and the general partner or the investment manager of the
investment for pricing information. In general, the investment funds and
partnerships that are within Level 3 are subject to annual audits,

An investment's level with the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. However, the determination of what constitutes
“observable” requires significant judgment on the part of UMCPF and USMF, The categorization of
an investment with the hierarchy is based upon the pricing transparency of the investment and
does not necessarily correspond to the pereeived risk of that investment.

Some of the Foundation's investments may be illiquid and the Foundation may not be able to vary
the portfolio in response to changes in economic and other conditions. Some of the investments
that are purchased and sold are traded in private, unregistered transactions and are therefore
subjeet to restrictions on resale or otherwise have no established trading market, In addition, if the
Foundation is required to liquidate all or a portion of its portfolio quickly, the Foundation may
realize significantly less than the value at which it previously recorded those investments.

The following tables present the financial investments carried at fair value as of June 30, 2007 and
o, by the fair valuation hiecarchy defined above:

Jur 30, BT
“Oucied Pricas  Sigailicant
bn Astiv Cdhar
Markais far Dhsorvablo Signifllcant
Idandlonl Inpauts bnputs Tedal
[Laval 1) {Lovel Leved 3 Fair Valug
Shedt larm Invesimenls % 27503 - - 5 - § drseaERA
Imvasimanis
Cash equivalonls and shor ferm secunitios™™ e . - iR L ]
Mutaad Funds®™ 4983537 . . A i 22
Mubiual Fundgsh Tes il B P40 - . 0748009
Bondy' ™ . 200,000 5,000,000 5,200,000
Mandand Prolon Teanimant Cantar, LLG - Equiy™ : . 1,000,000 1,000,000
Irvasiments in special sirategias - USMF™ - - 337,863,904 337 853,804
Rulsired Lil Estales - Feal Proparky™ - 874,000 - 74000
Todad imvasimants § B3 5 1174000 3§ 343BAI904 5 350,660,126
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IrseealiFenle
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Mutual Funds™ 4 902,683 - - 4,952 5060
Rlciliial gl - Fordy e el ofary 8.524,700 & . B2 B0
Bonds™™ . 201,000 5,001, 5300 5,201,000
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There were no transfers of assets between Level 1, 2 or 3 classifications for the year ended June 30,
2o17 and 2016,

Following is a description of the Foundation's valuation methodologies for assets measured at fair
value,

(1) Cash equivalents and money market funds inelude amounts invested in accounts with
depository institutions which are readily convertible to known amounts of eagh, The
Foundation invests in money-market and short-term investments o maintain liquidity for
spending needs, Total deposits maintained at these institutions at limes exeeed the amount
insured by federal agencies and therefore, bear a risk of loss. The Foundation has not
experienced such losses on these funds. UMCPF has classified these investments as Level 1,

{2} Mutual funds include amounts invested in accounts with investment brokerage institutions
which are readily convertible to known amounts of cash. The Foundation invests in these
assets to preserve principle and mainkain liguidity for distributions required by charitable gift
annuity and charitable trust agreements entered into by the Foundation. Investments held at
these institutions are not insured by federal agencies and therefore, bear a visk of loss. The
Foundation has not experienced such losses on these funds. UMCPF has classified these
investments as Level 1.

{3} The fair value of the bonds is based wpon other than quoted prices with ohservable inpats,
These investments Mluctuate in value based upon changes in interest rates. There are not any
outstanding unfunded commitments as of June 30, 2007 and June 30, 2006, UMCPF has
classified these Investments as Level 2,

{#) Equity and Debt Investments in Maryland Proton Treatment Center Holding, LLC ("MFPTC)

a. In December of 2012, Foundation management received approval from the Foundation
Board of Trustees to purchase ten (10) Class A-1 Equity Units (shares) in MPTC, a
Delnware Limiied Liability Company for $1,000,000. The Maryland Probon Treatment
Center building, located in the University of Maryland Baltimore BioPark, was completed
in 2014. The treatment center is providing leading edge cancer treatment using proton
therapy. The 110,000 sqguare foot facility began treating patients in carly 2016.
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b. In May of 2013, Foundation management received approval from the Foundation Board of
Trustees to purchase a $5,000,000 Maryland Proton Treatment Center, LLC Senior
Secured Mote ["MNote") that matures and is payable in full on March 31, 2018, MPTC has
an option to extend the maturity date of this note for an additional 12 months. The Note
paid an annual intevest rate of 10% during fiscal vear 2014 and due to a vestructuring of
the debt in September 2014, the interest rate payoul increased to 12% and the Note's
maturity date was extended to March 51, 2019,

c.  In April of 2006 MPTC notified the Foundation that a technical default condition existed in
its lending agreement with a thivd party. Az a vesult, MPTC was required to stop
distributions of monthly interest payments to holders of their Note, UMCPF did not
receive its July 2016 through June 2017 interest payments or its April 2016 through June
2016 interest payments from MPTC and recorded these unpaid payments as receivables on
its Statement of Financial Position as of June 30, 2007 and June 30, 2006, MPTC's
management has provided UMCPF with periodic financial updates, including updates
regarding the restructuring of its debt, Because the terms and timing of MPTC's debt
repayment plan are still under negotiation, UMCPF management chose to write down the
cutstanding interest receivable by 5327078, This write-down is reflected in the amount
recorded as Acerved Interest Receivable on the Statement of Finaneial Positon for the
fiscal year ending June 3o, 2017,

{5) Investments in special strategies are invested by USMF on behalf of UMCPF in a unitized
portfolio, which utilizes an arvay of different investment strategies. The Foundation invests in
the unitized portfolio to benefit from economies of scale to gain access to the underlying
investment strategies. The Foundation has a unitized ovnership interest in this poctfolio and
does not have direct ownership of the underlying investments in the portfolio, The
investment in special strategies- USMF is presented in Level 3 in the chart above as the
portfolio dees not trade in an active market, pricing inputs are unobservabbe and the portfolio
is subject to certain redemption restrictions consistent with those of the underlying
investments in the portfolio, as discussed below, and subject to the diseretion of the
management of USMFE, The fair value of the special strategies-USMF investment has been
estimated using the net asset value per share of the portfolio based an unohservable inputs
and relies on underlying general partners and investment managers for pricing information.
The components of and a description of the investment strategices of the special strategies-
LISMF portfolio are as follows:

Level 1 sectrities represent approxintately 30.03% and 20.51% of the total investment in special
strategies - USMF at June 30, 2047 and 2016, respectively, and include the following investment

Typees:

Managed accotnts investing in money-marke! funds and shorl-term investments

These include amounts invested in aceonnts with depository institutions and managed secounts
which are readily convertible to known amounts of eazh. Money-market and short-term
investments are unitized to maintain Hguidity for spending nesds and unfunded commitment
liability. Total deposits maintained at these institutions at times exceed the amount insured by
federal agencies and therefore, bear a risk of loss, The unitized portfolio has not experienced such

losses on these funds,
Tnvestments in Equelty Secterities and Mutweal Furds

In general, equity securities and mutual funds traded on national securities exchange are valued at
the last quoted sales price, except securities traded on the NASDAD Stock Market, Inc.
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(*MASDAQ™), which are valued in accordance with the NASDADQ Official Closing Price. The
unitized portfolio invests in equity securities to gain exposure to the overall direction of global
eguity markets. The underlying securities within the account have quoted prices available in active
markets and have no redemplion restrictions and, therefore, are classified as Level 1 investments at
USMF,

Level 2 securities represent approximately 1.70% and 1.53% of the tobal fnvestrent in special
shrategies - USMF at June 30, 2007 and 2008, respectively, and inelude the following
investment fypes:

Managed accounts investing in ULS. treasury notes and bonds, U185, agency securities corporate
and menicipal bonds, and collateralized mortgage obligations and morigage backed securities

Fair value, liguidity and related income of these securities ave sensitive to changes in economic
conditions, including real estate value, delinguencies andor defaults, and may be adversely
affected by shifts in the market's perception of the isswers and changes in interest rates and credit
downgrades, The unitized portfolio invests in these assets to protect in the event of sudden interest
rate changes as well as to maintain Hguidity for spending needs and unfunded commitment
liahsility,

Level 3 securities represent approximately 68.27% and 77.06% of the total investment in speciual
strategies - USMF at June 30, 2007 and 2016, respectively, and fnchide the following investment

Iipes:

Itvestments in Alselute Return

Absolute return investments track the purchase and sale of sharves in companies that are subject of
publically announced transactions, incleding corporate combinations (for cash or exchange of
shares), tender offers, restructurings, liquidations, bankrupteies, capitalizations and deals in
distressed securities, which are discounted securities of a company in financial distress o
bankruptey, The fair value of these investments has been estimated using the net asset value per
-ghare of the investments. The majority of these investments can be redesmed within one vear. The
remainder of these investments have Hquidity provisions that extend past one year. Notice period
for redemption of investments ranges from one month to six months. There are no outstanding
unfunded commitments to this asset category.

Investirents in Long/Short Strategies

Long/short strategies take dong and short positions in publicly traded equity securities in an effort
to achieve attractive retums with moderate risk, Also included in these categories are off-shore
investment vehicles. Also, early withdrawal carries a penalty. Therefore, even though the
underlying nssets in some of the vehicles are readily saleable in the open market, the unitized
portfolio does not have the ability and, therefore, has classified investments in those vehicles as
Level 5 at USMF. The fair value of these investments has been estimated using the net aszet value
pet shave of the investments. The majority of these investments can be redeemed within one year.
The remainder of these investments hos lguidity provisions that extend past one year, Notice
period for redemption ranges from one month to six menths. There are no outstanding
commitments to this asset category.

Private Capital Investiments

Private capita] consists of private equity and venture capital investments, Private capital
investments represent purchases of all or a portion of the equity interest in a company and the
arrangement allows the purchasing group to take control. ¥enture capital investments are made in
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nonmarketable securities of new companies or companies considered to be in the early stages of
growth, Real estate and energy and nabural resources investments include investments in
partnerships where the underlying investment is real estate or related to the energy sector.
Investments in private equity investment companies and funds arve presented at fair value as
approved by the unitized portfolio’s management based, in part, on information and valuations
provided by the general partner of the partnerships or investment manager. The general partner or
manager generally values their investments at fair value. Securities with no readily available
market are initially valued at cost, with subsequent adjustments to values which reflect either the
basis of meaningful third part transactions in the private market or the fair value deemed
appropriate by the unitized portfolio's management. In such instances, consideration is also given
to the financial condition and operating results of the issuer, the amount that the investment
company;/Tund can reasonably expect to realize upon the sale of the securities, and any other
factors deemed relevant, Such value represents the unitized portfolio’s proportionate share of the
capital in the investment company/fund, Accordingly, the value of the investment is generally
increased by additional contributions and the share of net earmnings from the investments and
decrensed by distributions from the partnerships and the partner’s sharve of net losses. These
investments have been labeled as Level 3 at USMF based on their lock up periods and the
transparency of their assets, Redemption of these investments is left to the discretion of the
general partner/manager of the funds. Distributions from each fund will be received as the
underlying investments are liquidated.

The fair values of Level 4 investments have been estimated by management based on all available
data, including information provided by third-party pricing vendors, fund managers, custodian and
general partners. The valuations of alternative investments are classified as Level 3 due to the use
of unobservable inputs in their year-end valuation. Unobservable inputs include 1) use of NAV as a
practical expedient for alternative investment vehicles that are private 2) capital account activity
during the gap period of the most recent investor statement and the Foundation’s year-end and

1) known performance adjustments for alternative investments that hold securities with observable
fair valuations,

Alternative investments ave recorded at fair value based on NAV as a practical expedient provided
by the respective general partner or fund administrator of the individual alternative investment
funds. Due to the lmited availability of valuation data as of the Foundation's year-end,
management utilizes the most recent NAV which may be on a month to quarter lag. Management
adjusts the net asset value to be more representative of the year-end fair value by including capital
contributions, redemptions or returns of capital during the gap period. Management will also
adjust for known performance adjustments for alternative investments that hold publically traded
securities. No performance adjustments are made to investments on a quarter lag given the
unobservability of investment performance at the time of report issuanes,

The Foundation believes the carrving value of alternative investments in the statements of financial
pesition is a reasonable estimate of its ovnership interest in the alternative investment funds. As
part of the Foundation's overall valuation process, management evaluates these thivd-party
methodologies to ensure that they are representative of exit prices in the security’s principal
markets. Management performs a relro-active review of its fair value estimates by comparing to
petual year-end statements received subsequent to year-end.

These valuation methods may produce a fair value estimate that may not be reflective of future fair
values, Furthermore, while the Foundation believes that its valuation methods are appropriate and
consistent with other market participants, the use of different methodologles or assumptions to
determine fair value could vesult in a materially different estimate of fair value at the reporting
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date. The Foundation's alternative investments ace held with sophisticated investment managers
who received audited fBnancial statements during the vear that aid in management's ability to
approximate fair value,

The following table is a roll forward of the statement of financial position amounts for finaneial
instruments classified by the Foundation within Level 3 of the fair value hierarchy defined above:

Maryland
Proton IFv s brmsarils i
Treatmant spacial
Caniar, LLE - sirateplos -
Bonds i USMF
Fale valus reconded ol Juns 30, 3016 T T TS0AET
Realized and uncealized gans {loadas), not - - (BATE008)
Purchose of portiolio imesiments . - 18,602,003
Procosds fram sabs or distibuon of lnvesliments - - {16, 755,008)
Fabr valee recorded al Jung 30, 2016 5, DO, DO 1,000,600 06,084,255
Realized and unrealioed galns {losses), not . = A, TE ATS
Purchasa ol portlslio maesimants - a TR250. 260
Proonods from sale or distibulion of Fvesiments - - |ﬂ1-ﬂ.ﬂﬂgt
Fair value recordad al Junn 30, 2097 £ 5000000 § 1,000,000 £ IarEa3aM

Realized and unrealized gains (losses) vecorded for Level 7 investments are included in “Realized
and unrealized gains on investments, net” on the Statement of Activities and Changes in Net Assets,
Total change in unrealized gains (losses) for Level 3 investments were $g,651,818 and
(512,774,932) for the years ending June 30, 2007 and 2016, respectively,

{6} In fiscal year 2017, UMCPF entered in two separate Retained Life Estate agreements whereby
grantors execubed deeds giving the Foundation a remainder interest in each grantor’s
respective residential real property, while the grantors retained the dght te oceupy and
maintain the properties during their vespective lifetimes. The independently appraised values
of the residential properties are recorded as other investments on the Statement of Financial
Position totaling $074,000, with a total of $94,981 recorded as deferred income to adjust
these gifts to their actuarially caleylated values based upon each grantor's respective life

contingency.

4, Management of Investments

UFSMFE is the custodian of the UMCPF investment assets under the funds management agreement
with USMF in place for the period July 1, 2014 through June 30, 2016 and extended by mutuaal
agreement through June 30, 2047, Per the terms of the investment management agreement,
UMCPF funds held by USMF will be invested according to the policies set forth by USMF's Board of
Trustees. This agreement allows UMCPF to invest ils assels in USMF investment pools in order 1o
take advaniage of certain econamies of seale as well as to prodently manage investment risk and
return, The fees due to the USMF under this agreement are 30 basis points (0.30%) assessed
against all managed funds (inelwding operating funds) based on the March 31 market value of the
previows fiscal vear, and ave to be deducted from the managed funds in the first quarter of the

current fiscal year,
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LISMI zerves as custodian and investment manager of approximately 93.9% and 93.6% of the
Foundation's Investments as of June 30, 2007 and 2016, respectively, Investments of trusts and
amnuilies are separately invested in exchange-traded funds. Approsimately 85.5 million, or about
1.50% of the Foundation's investment assets and approximately 55.6 million, or about 2,0% of the
Foundation's investment assets, ave directly invested by management into these funds as of June
a0, 2017 and 2016, respectively. The remaining 4.6% and 4.4% balance of UMCPF's investment
assets in fiscal year 2017 and fscal year 2016 vespectively, are invested in individually targeted
investments (Note 3 MPTC), investment assets held for others and Retained Life Estates,

5. Concentration of Credit Risk

The Foundation maintains cazh in bank accounts in amounts that may exceed Federally insured
limits at times, The Foundation has not experdenced any losses in these accounts in the past and
believes that it is not exposed to significant credit risks because the accounts are deposited with
major financial institutions, The tolal deposits at the institutions may exceed the amownt
guaranteed by federal agencies and, therefore, bear some risk since they are not collateralized.

6. Contrilutions Receivahle

As of June 30, 2007 and 2016, contributors have unconditionally promised to give $88 401,815 and
591,422,201 to the Foundation, respectively, Promised contributions are due as follows as of

June go:
2017 2018

Druie wwithin dre year § 48133237 5 47000897
Due within 2-5 vears 45,694 852 53,074,027
More than five years® 12,352 288 7,513,583
107,180,477 108,561, 287
Less: Allowance for doubliul accounts (13,520,351) (13,491,226)
Less: Discount io present value (5,258,210} (3,847, 770)
Total contributions receivable, net $F 88401816 § 91442291

*  Includes trusts held by thivd parties valued ot $567,552 and $560,055 at June 30, 2017 and
2016, respectively,

The discount rate used to caleulate the present value component at June 3o, 2017 and 2016 was
2% and 2.45%, respectively, for those contributions due in gero to five years and for
contributions due in more than five years, the discount rate used to caleulate the present value
component at June 30, 2007 and 2016 was 4.25% and 3.50%, respectively,

T. Conditional Promises to Give and Intentions {Unaudited)

Contributors have informed the Foundation of intentions to give of approximately 54,132,000 and
516,090,784 during the Azcal vears ended June 30, 2007 and 2016, respectively, These intentions
relate primarily to bequests and revocable trusts, which can be changed and/or amended at the
contributor's discretion. Therefore, they ave appropriately not recorded in the accompanying
financial statements,
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Certain Foundation donors that have contributed to USMF and have pledges currently outstanding
have been contacted to request that their donated funds and pledges be transferved to the
Foundation. In the periods ended June 30, 2017 and 2006 no endowment or quasi-endowment
psgets were transferred from USMF to the Foundation. Approximotely $85.9 million and

§79.% million of USMI"s endowment assets and $13.2 million and $11.3 million of USMF's
quasi-endowment assets were designated for the benefit of UMCE as of June 30, 2017 and 2016,

respectively.

No future transfers of endowment assets or pledges eurrently included in the assets of USMF are
expected to be received by the Foundation.

B. Endovwments

The Foundation’s endowment consists of over 1,000 individual aceounts established for a variety of
purpases, The endowment includes both donor-restricted endowment funds and funds designated
by the Board of Trustees to function as endowment funds, The net assets associated with
endowment funds, inclhading funds designated by the Board to function as endowments, are
classified and reported based on the existence or absence of donor imposed vestrictions,

The Board of Trustees of the Foundation has interpreted the Manyland Uniform Proadent
Management of Institutional Funds Act (MUPMIFA) as requiring the preservation of the fair value
of the original gift as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary, As a result of this interpretation, the Foundation clossifies as
permanently restricted net assets, (a) the original value of gifts donated to the permanent
endowment and (b) the original value of subsequent gifts to the permanent endovwment, and ()
accumilations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the aceumulation is added to the fund. The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Foundation in a manner consistent with MUPMIFA, The Foundation considers
the following factors in making a determination to appropriate or accumulate donor-restricted

endowment funds:
(1) The duration and preservation of the endowment fund
{2) The purposes of the Foundation and the endovwment fund
{3) General economic conditions
(4) The possible effect of inflation and deflation
(5) The expected total return from income and the appreciation of investments

(6) Other resowrces of the Foundation

{7) The investment policies of the Foundation
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Endowment net asset composition by type of fund as of June 30 noted below:

Tampararily Parmanantly

{in thousands) Unrestricted Restricted Restricted Taotal
2017
Donor-restricled endowmant mds  § - § 52127 § 272737 0§ 324,864
Total endowment funds 3§ - & 52127 & 272737 B 324,864
Tampaorarily Perminantly
fien thousamas) Unrestrictad Restricted Restricted Total
2016
Donor-resiricied endowmant funds § - % BT 5 256284 5 2EB20M
Tolal endenernend lunds % - % a7 % amelad 8 288,201
Changes in endowment net assets for the year ended June 3o:
Tamporarily Parmanantly
{in thowsands) Unrestrictad Resiricted Restricted Total
2047
Endowmant net assets,
beginning of year % - 5 Moy § 0 26284 30 2BBZON
Invasbmant rebunn
Invasimeant ncoma - 331815 ! J3nis
Endowmant managamant =
and Invastment fees - {4.764) . (4.764)
Mael apprecialion =
{realized and unrealized) - - 113 113
Sublotal - 60,968 256,247 7.5
Gils - - 16,340 18,340
Appropriglion of endowman! asses -
lor expanditura - (8.859) . (8.858)
Transfars 1o neclass purposs - 18 . 18
Endowment nef
assets, end of year 5 - 5 52127 $ 272737 0§ 324,864
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Temporarihy Parmanantly

i Mousnnds) Unrestricted Raestrictad Rastrictad Total
2018
Endowment net assats,
beginning of year 3 § 51484 % 0 23763 5 29118
Irvastment rabum
Invastment incomae {5,306) {5, 306)
Erdtwemant rsenagermen -
and investment lees {4.988) {4, 5408)
Mat appreclalion
(realizad and unrealizad) . . -
Sublalal 41,180 23T 632 278,822
Gifts 18,655 18,655
Apgropiation of endowment assels
for expanditure (9.208) &) (9.301)
Transfars 1o reclass purposa 25 - 25
Endowment net
assets, end of year g 5 917 % 26284 5 0 288201

Permanently Restricted Net Assets - Endowment Funds
The portion of endowment funds that is required Lo be retained permanently either by explicit

donor stipulatien ot by MUPMIFA as of June 5o0:
{ir thousands)

Academic programs
Scholarshipfellowship
Liniwarsiby advancamant
Facility and advancement
Student support
Research

Athletics

2017 2016
$ 163,233 & 136,023
02,220 06,417
168,155 17,341
2,664 2,511
3,249 2311
3,172 1,637
44 dd
L] 272797 % 256,284

Temporarily Restricted Net Assets - Endowment Funds
The portion of temporardly restricted net agsets related to the endowment funds as of June go:

(i thousands)

Acadamic suppart
scholarship
Institutional support
Rasearch

Student and athleflc support

Endowment Funds with Deficits

2017 2018
$ 23874 % 11,646
15,144 8,685
11,985 11,006
513 217
611 3N
5 52127 § 31,917

From time to time, the faie value of asselz associated with individual donor-restricted endowment
funds may fall below the level that the donor or MUPMIFA requires the Foundation to retainas a
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fund of perpetunl duration. At year end for fiscal year 2o17, three (3) individual endowments had
mearket valises belosw their respective donated principal balances {denated principal or "corpus")
and at year end for fiscal year 2016, one hundred sixty eight {168) individual endowments had
market valiees below their respective donated principal balances {donated principal or "corpus”).
Theze “underwater” endowments had market value deficits of $6,644 and 276,191 as of June 3o,
2017 and 2016, respectively, These deficits resulted from unfavorable market fluctuations that
oeourred after the investment of new permanently restiicted contribations and eontinued
appropriation for certain programs that was deemed prodent by the Board. Future market gnins
will be used to restore this deficiency in unrestricted niet assets before any net appreciation above
the historical cost value of such funds increases temporarily restricted net assets,

Return Dhjectives and Risk Parameters

The Foundation has adopted investment and spending policies for the endowment that seek 1o
provide a steady and sustainable distribution of funds to programs supported by its endovwment
while seeking to maintain the purchasing power of endowment assets, The retumn objectives of the
Foundation are aligned with those of USMF, the custodian.

USMF has adopted investment and spending policies for the Endowment that seek to provide a
steady and sustainable distribution of funds to support operations at various institutions. The
Committee governs according to fundamental investment principles, approved by the Investment
Committee, of which the Foundation is represented, with the ohjective of achieving superior risk-
acdjusted retums in order to grow the corpus of the capital base and provide capital for spending
distributions for constituents. Specifically, the goal of the Endowment is to achieve returns in
excess of inflation plus spending plus fees, Within the context of risk-taking, specific risk metrics
are putlined for Staff and the Committee to reassess the portfolie’s positioning if these levels ave
breached,

Strategies Employed for Achieving Ohjectives

To satisfy its objectives, the Foundation relies on a total return steategy in which investment
reluens are achieved through both capital appreciation (realized and unrealized gains) and current
vield (interest and dividends). The Foundation, through its own-managed funds and USMF
managed funds, targets 2 diversified asset allocation to achieve its long-term olyjectives within
prudent risk constraints.

USMF employs a diversified asset allocation that allows for investment in public rizk assets

(liquid investments), private risk assets (illiquid portion of the portfolio), and safe assets {(cash and
U'S Government securities). In addition, on an as needed basis to further protect eapital, assets
may be allocated to the portfolio overlay class (liquid, exchange traded instruments that aim to
hedge against undesired risk). The asset allecation target ranges inclusive of these securities is as

follows:

Asset Class Policy Targat Mimlonuirm Maxirmum
Safe Assels 2% 0 % 25 %
Intermediate Assels 15 % 15 % 25 %
Partfolio Overlay 0 % 0 % 5 %
Public Risk Assels df % 45 % 75 %
Privale Risk Assets 35 % 20 % 40 %

The Endowment Portfolio is constructed based on the following principles:
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{1} Allocation: The overall goal of the investment committee in establishing the asset elass
ranges is to create balance across the portfolio between sources of velurn, liguidity timeliness,
and types of risk. The purpose and definition of each asset class and sub-class is as follows:

Safe Assets are defined ns investments with little-to-no principal risk. These ussets are
LS, Government securities and cash, This portion of the portfolio is in place to provide
capital preservation and stability during volatile periods as well as facilitate spending and
capital call requirements. Maintaining safe assets minimizes the risk of becoming foreed
sellers of assets during moments of market stress,

Intermediate Assets represent private, finite life investment vehicles whose term is
generally longer than public risk assets, but shorder than private risk assets. Since there is
modest liquidity within these investments, they seek to earn returns above market lending
rates, but not as high as private fsk assets, Many strategies within this asset elass bave a
eredit or contractual yield orientation, with lower correlations top public equity markets.
These include steategies such as divect lending, distressed lendingzales, and niche credit
opportunities. In many cases, collateral is attached to these investments and for they seek o
higher priorty of poyments within a stressed or distressed envivonment. They offer
idinsyneratic return /risk profiles that are generally more predictabla and consistent;
therehy aiming to reduce overall portfalio dsk in tandem with eaming atbractive returns.

The Portfolio Overlay is another line of defense for capital preservation, Allocation
towards this asset class will be infrequent and in line with protecting the entire portfolio
from unwanted risks and market shoeks, This is achieved through a number of liquid
exchange traded instruments that aim to hedge against undesired risks. The target
sllocation is set to zero percent because allocaling capital to this asset class will only be on
an &8 needed, opportunistic basis.

Public Risk Assects define the liguid investments. Thess investments are traded in
liquid markets/exchanges. Within this section of the portfolio, a number of uncorrelated
objectives across equity and eredit managers and instruments are sought.

Orientations vary as they seek growth, value, momentum, inflation protection, and/or
catalyst driven events, Some of these investments will track closely to market indices, with
a goal to earn or exceed the benchmark return, but with less risk than the benchmark.
Other investments will closely follow a market benchmark, as they seck to offer bhroad
diversification for the aggregate portfolio, while still earning high risk adjusted returns,
while muting general equity market volatility when possible,

Private Risk Assets are the illiquid portion of the portiolio, serving as the primary
return enhancement over broad public equity markets. Becawse of the long-torm nabure of
the endowment's capital, the portfolio can hold lliquid investments that may take years
for profit realization, While the use of capital is sacrificed during this timeframe, these
investments are held to higher hurdles of performance, as they ave expected to ean a
significant return premivm over public market equivalent investments, These investments
seek to invest in the debt and/or equity of businesses as well as physical assets. A wide
variety of strategies ave utilized across varied geographics, sectors, and ligquidity profiles,
50 a5 to achieve market and vintage year diversification.
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{2) Diversification: By allocating funds to asset classes whose retums are not highly correlated
over Hme, the Investment Committee aims to mitigate some of the volatility inherent in
equities and thereby provide greater stability in spending distributions than might be possible
with a more concentrated portfolio. Although such diversification means the endowment may
net reap all of the benefits of equity bull markets, it will also avoid the full bront of bear
markets, Mo more than 5% of the Fund's assats may be invested in one fund and no more
than 10% of the Fund's assets may be invested in one manager. The Investment Committes,
however, may make an exception in special circumstances,

{3) Rebalancing: In order to veap the benefits of diversification, portfolio holdings will be

rebalanced as necessary to ensure that the actual portfolio asset allocation does not deviate
miaterially from policy target allocations ranges.
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Spending Policy and Relationship of Spending Policy to Investment Ohjectives

The Foundation has a spending rate rule for its investments held for endowment in order to
preserve purchasing power of the assets, to protect against crosion of nominal principal, and to
promote stability and predictability of annual budgeting. The spending rate determines the
amount to be distributed for current spending. 1fthe agreement with the donor so provides, any
amounts remaining after annual distributions are reinvested and become part of the corpus, If the
agreement is silent as to carnings in excess of distributions, then under Foundation policy any
amounks remaining after the distributions are reinvested and available for future spending. Some
agreements provide that the corpus can be invaded to provide for spending stability.

The Foundation’s policy of appropriating as of July 1 of the fiscal year was based on the following:

The Board of Directors has authorized a formulaic approach as an advisory tool to determine the
annual spending mte, The approach ks a combination of the following two factors by weighting (a)
20% and (b) 70% to calculate a per unit rate. Onece caleulated, the rate should be between 4.5% and
3.5% of the moving average market value for the years ended June 3o, 2007 and 2016, Spending
rates may nok violate any donor restrictions.

a.  Compute the average market value for the most recent peviod ending December 31 using the
previous twenty (20) quarters, Caleulate 5% of this average market value. This is equivalent
of uzing a moving average as each year the first four quarters drop off and the most recent
four quarters are added,

b, Caleulate an adjusted spending rate using the prior year's percentage inereased by the Higher
Education Price Index (HEPI).

After considering the formulaic approach and other relevant inputs, an annual spending rate is
established, The spending rates for both 2017 and 2016 were 4.5%, The approved spending rate
for 2018 is 4.4%.

Newly created individual endowment funds that have been funded at a minimuam endowment levels
but have been invested for less than one vear receive partial spendable income of 75%, 50% or 25%
of the full spending rate based upon the financial quarter in which the gift was received, O, Q2 or

23 respectively,

in establishing this policy, the Spending Policy Committes considersd the long-term expected
return on the Endowment and its goal of preserving principle. Accordingly, over the long term, the
Foundation expeets the cument spending policy to allow its endovwment to grow at a rate that
protects capital on an inflation-adjusted basis,

The Board approved a blanket carry-over for 2 years of unspent appropriated funds as of June 30,
A special request must be made to earry-over unspent appropriated funds from more than two
prior years into subsequent fiscal years.
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a9, Restricted Net Asset Activily

Temporarvily Restricted Net Assels
Tempaorarily restrieted net assets were available for the following purposes at June 3o:

{in thousands) 2017 2016

Academic programs $ 126,700 % 112,884
Facility and advancamant 34,504 29,592
Scholarshipfellowship 44,407 7273
University advancamant 2,208 2,198
Athbetics 2,097 3,342
Resaarch 13,926 14,185
Shudent suppor 7,050 5,760

3 233,181 & 205,294

Met Assets Released from Restrictions

Met assets were released from donor restrictions when expenses were incurred to satisfy the
restricted purposes or by occurrence of other events as specified by doners. Expenditures on
permanent restricted funds are released out of the appreciation related to those funds to the extent
allowed by the donors. Such net assets were released as follows during the years ended June 3o0:

{in fhodwsands) 2017 2016
Scholarship/fallowship 5 17,158 § 18,566
Academic programs 10,526 11,073
Facility advancamant 10,376 14,818
University advancament 4,552 1,857
Athlatics 3,790 3,418
Research 2,454 2544
Student support 1,482 1,203
£ 50348 8 53,578

10, Charitable Gift Annuity Requirements

As required by the State of Maryland, the Foundation intemally resetrves cash and investments
associated with annuity linbilities of approximately $2,502,685 and $2,030,106 as of June 30, 2017
and 2006, respectively.

28



The University of Maryland College Park Foundation, Inc.
Notes to Consolidated Financial Statements
June 30, 2017 and 2016

1.

12,

13.

Related Party Transactions

Various members of the Foundation may also be members of the Board of Trustees of the
investment manager, USMF,

The Foundation has no employees. The University tracks and sdministers all payroll and fringe
benefit costs for its employees who substantially support the Foundation. The Foundation
reimburses the University for the salary and benefit costs on an annial basis, estimating the salary
costs of individuals deveting effort to the Foundation, and applying a 33% fringe rate in addition to
the salary costs for fiscal years ended June 30, 2017 and 2016,

The Foundation supports commitments for fund raising expenses of the Universily, as per the
affiliation agreement with UMCP, The amount paid by the Foundation to the University was
%BBg, 247 and $901,B66 for the fiscal years ended June 30, 2007 and 2016, respectively.

The real estate developer described in Note 13 below is the spouse of a current UMCPF trustee.
Commitments and Contingent Liabilitics

During the course of its operations, the Foundation may be exposed to various forms of litigation,
claims and assessments. As of June 30, 2017, management was not aware of any such matters that
eould have a material effect on the Foundation's financial position, change in net assets, or cash
flows.

Letter of Intent to Develop a Hotel and Conference Center, Land Purchase and
Ground Lease

Om September 12, 2013, UMCPF signed a Letter of Intent (LOT) with a real estate developer to build
and operate a high quality hotel and conference center on a land pareel to be acquirved by the
Foundation on 1.5, Route 1 in the city of College Park, adjacent to the UMCP campus. Per the
terms of the LOI, the developer would enter into a long-term ground lease arrangement with
UMCPF, with the intention that the developer would become the sole tenant of the land upon which
the hotel and conference center would be built and operated by the developer, The developer paid
UMCPF a good faith deposit of $100,000 while negotiations were underway and the developer
agreed to reimburse UMCPF for any legal expenses incurred by UMCPF related to negotiating and
finalizing the ground-lease and development agreements,

In May of 2015, UMCPF acquired the land pareel on U.S. Route 1, across from the University, for
approximately $5.4 million. At elosing, UMCPF entered into a 75 year ground lease agreement
with the hotel developer and construction on the hotel facility commenced. UMCPF received 12
months of ground rent from the developer in May of 2015 and recorded the pre-paid portion of the
rent payment as deferred revenue on the Statement of Financial Position for the year ending

June 30, 2016. Commencing with the ground rent payment due in May of 2017, the developer
began paying the ground rent on a monthly installment basis per the terms of the ground lease

agresment.

Construction on the hotel and conference center began in mid-2015 and the project was
substantially complete in August 2o17. The formal opening date is scheduled for October 2017,

b o)



The University of Maryland College Park Foundation, Inc.
Motes to Consolidated Financial Statements
June 30, 2017 and 2016

14,

Subsequent Events

Subsequent events have been evaluated by management theough Cetober 27, 2017, which is the
date the financial statements were available to be issued.

On July 1, 2017 the Foundation transferred approximately $19,997,844 of tenant deposits, land,
budldings and capital lease assets to a newly formed real estate investment company, the Terrapin
Development Company, LLC (TIC), as part of a strategic real estate development plan ereated in
cooperation with the University, The new real estate company’s eapital structure consists of real
estate assets and cash contributed by both the Foundation and the University. TDC's Board of
Directors will consist of members appointed by both the Foundation and the University. Beginning
July 1, 2017, the day-to-day operations and property management of the real estate assets formerly
held by UMCPF are being managed by an independent staff selected by and reporting directly to
ThC's Board of Directors.
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