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Independent Auditors’ Report 

The Board of Directors 

The University of Southern Mississippi Foundation: 

We have audited the accompanying consolidated financial statements of The University of Southern Mississippi 

Foundation, which comprise the consolidated statements of financial position as of June 30, 2017 and 2016, 

and the related consolidated statements of activities, and cash flows for the years then ended, and the related 

notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements 

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

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

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

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

Auditors’ Responsibility 

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

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

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

consolidated financial statements are free from material misstatement. 

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

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

assessment of the risks of material misstatement of the consolidated 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 consolidated financial statements in order to design audit procedures 

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

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

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

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

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

audit opinion. 

Opinion 

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

the consolidated financial position of The University of Southern Mississippi Foundation as of June 30, 2017 

and 2016, and the changes in their net assets and their cash flows for the years then ended in accordance with 

U.S. generally accepted accounting principles. 

 

Jackson, Mississippi 

October 18, 2017 
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THE UNIVERSITY OF SOUTHERN MISSISSIPPI FOUNDATION

Consolidated Statements of Financial Position

June 30, 2017 and 2016

Assets 2017 2016

Cash and cash equivalents $ 3,122,635  1,085,377  
Accrued earnings 134,539  129,284  
Prepaid assets and other receivables (note 2) 421,452  1,002,168  
Pledges receivable, net (note 3) 4,950,614  8,224,516  
Investments (notes 4 and 5) 107,101,292  96,668,501  
Amounts due from externally managed trusts (note 6) 5,102,951  4,883,516  
Net investment in direct financing lease (note 7) 284,307  479,945  
Property and equipment, net (note 8) 27,155  38,183  

Total assets $ 121,144,945  112,511,490  

Liabilities and Net Assets

Liabilities:
Accounts payable $ 438,862  371,992  
Gift annuities payable 263,831  286,181  
Life estate payable 33,489  —  

Total liabilities 736,182  658,173  

Net assets:
Unrestricted 6,348,577  6,024,035  
Temporarily restricted (note 9) 37,181,815  33,689,732  
Permanently restricted (note 10) 76,878,371  72,139,550  

Total net assets 120,408,763  111,853,317  

Total liabilities and net assets $ 121,144,945  112,511,490  

See accompanying notes to consolidated financial statements.
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THE UNIVERSITY OF SOUTHERN MISSISSIPPI FOUNDATION

Consolidated Statement of Activities

Year ended June 30, 2017

Temporarily Permanently
Unrestricted restricted restricted Total

Revenues, gains and other support:
Contributions $ 1,966,283  3,098,705  5,104,139  10,169,127  
Net investment gain (note 4) 1,611,191  8,874,527  111,610  10,597,328  
Change in value of split interest agreements —  (1,709) (620,114) (621,823) 
Other 34,948  39,506  84  74,538  

Total revenues, gains and
other support 3,612,422  12,011,029  4,595,719  20,219,170  

Changes in restrictions:
Change in restriction by donors (10,603) (132,499) 143,102  —  
Net assets released from restrictions (note 11) 8,386,447  (8,386,447) —  —  

Total changes in restrictions 8,375,844  (8,518,946) 143,102  —  

Expenses:
Program services:

Contributions and support for The University of
Southern Mississippi 8,797,840  —  —  8,797,840  

Supporting services:
General and administrative 1,625,659  —  —  1,625,659  
Fundraising 1,240,225  —  —  1,240,225  

Total supporting services 2,865,884  —  —  2,865,884  

Total expenses 11,663,724  —  —  11,663,724  

Change in net assets 324,542  3,492,083  4,738,821  8,555,446  

Net assets at beginning of year 6,024,035  33,689,732  72,139,550  111,853,317  

Net assets at end of year $ 6,348,577  37,181,815  76,878,371  120,408,763  

See accompanying notes to consolidated financial statements.
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THE UNIVERSITY OF SOUTHERN MISSISSIPPI FOUNDATION

Consolidated Statement of Activities

Year ended June 30, 2016

Temporarily Permanently
Unrestricted restricted restricted Total

Revenues, gains and other support:
Contributions $ 2,100,023  2,997,493  7,312,426  12,409,942  
Net investment gain (loss) (note 4) 1,470,364  (1,901,597) 33,138  (398,095) 
Change in value of split interest agreements —  (992) 87,922  86,930  
Other 38,084  30,516  2,878  71,478  

Total revenues, gains and
other support 3,608,471  1,125,420  7,436,364  12,170,255  

Changes in restrictions:
Change in restriction by donors 10,022  (1,118,630) 1,108,608  —  
Net assets released from restrictions (note 11) 9,039,310  (9,039,310) —  —  

Total changes in restrictions 9,049,332  (10,157,940) 1,108,608  —  

Expenses:
Program services:

Contributions and support for The University of
Southern Mississippi 9,605,938  —  —  9,605,938  

Supporting services:
General and administrative 1,557,489  —  —  1,557,489  
Fundraising 863,209  —  —  863,209  

Total supporting services 2,420,698  —  —  2,420,698  

Total expenses 12,026,636  —  —  12,026,636  

Change in net assets 631,167  (9,032,520) 8,544,972  143,619  

Net assets at beginning of year 5,392,868  42,722,252  63,594,578  111,709,698  

Net assets at end of year $ 6,024,035  33,689,732  72,139,550  111,853,317  

See accompanying notes to consolidated financial statements.
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THE UNIVERSITY OF SOUTHERN MISSISSIPPI FOUNDATION

Consolidated Statements of Cash Flows

Years ended June 30, 2017 and 2016

2017 2016

Cash flows from operating activities:
Change in net assets $ 8,555,446  143,619  
Adjustments to reconcile change in net assets to net cash

used in operating activities:
Depreciation 11,028  31,302  
Gain on disposal of property and equipment —  (2,400) 
Fair value of donated assets (41,305) —  
Realized and unrealized (gains) losses on investments, net (8,904,311) 2,220,923  
Receipts of permanently restricted contributions (4,668,279) (3,068,592) 
Permanently restricted dividends and interest (9,513) (73,231) 
Change in amounts due from externally managed trusts (219,435) (4,066,436) 
Change in gift annuities and pooled income fund (32,984) 17,534  
Change in life estate payable 33,489  —  
Present value adjustments to annuities 25,984  71,304  
Transfer of property to the University —  25,000  
Changes in operating assets and liabilities:

Accrued earnings (5,255) (12,605) 
Prepaid assets and other receivables 580,716  (757,799) 
Pledges receivable, net 3,273,902  3,827,525  
Accounts payable 66,870  (386,803) 

Net cash used in operating activities (1,333,647) (2,030,659) 

Cash flows from investing activities:
Proceeds from sale of property and equipment —  2,400  
Purchases of investments (10,012,788) (20,318,335) 
Proceeds from sales and maturities of investments 8,558,597  19,211,040  
Principal payments received under direct financing lease 195,638  154,910  

Net cash used in investing activities (1,258,553) (949,985) 

Cash flows from financing activities:
Receipts of permanently restricted contributions 4,668,279  3,068,592  
Permanently restricted dividends and interest 9,513  73,231  
Change in investments subject to annuity agreements —  (38,650) 
Annuity payments (48,334) (51,803) 

Net cash provided by financing activities 4,629,458  3,051,370  

Net increase in cash and cash equivalents 2,037,258  70,726  

Cash and cash equivalents at beginning of year 1,085,377  1,014,651  

Cash and cash equivalents at end of year $ 3,122,635  1,085,377  

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements 

June 30, 2017 and 2016 
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(1) Organization and Significant Accounting Policies 

(a) Organization 

The University of Southern Mississippi Foundation (the Foundation) is a not-for-profit entity organized 

under the laws of the State of Mississippi to provide support to The University of Southern Mississippi 

(the University) and its students. The Foundation depends on the University to provide the staff and 

facilities for its operations (see note 12). 

Foundation Aviation Holdings, LLC was formed by the Foundation in October 2008 as a single member 

limited liability company. The Foundation’s consolidated financial statements include the accounts of 

Foundation Aviation Holdings, LLC. All significant intercompany accounts and intercompany 

transactions have been eliminated. 

(b) Basis of Accounting 

The consolidated financial statements, which are presented on the accrual basis of accounting, have 

been prepared to present balances and transactions according to the existence or absence of 

donor-imposed restrictions. This has been accomplished by classification of net assets and 

transactions into three classes – permanently restricted, temporarily restricted and unrestricted as 

follows: 

Permanently restricted net assets – net assets required to be maintained permanently by the 

Foundation due to donor-imposed stipulations. Generally, only a portion of the income earned on 

related investments may be expended for general or specific purposes in support of the University. 

Temporarily restricted net assets – net assets subject to donor-imposed stipulations that may or will be 

met by actions of the Foundation and/or the passage of time. To the extent that restricted resources 

from multiple donors are available for the same purpose, the Foundation expends such gifts on a “first 

in, first out” basis. 

Unrestricted net assets – net assets which represent resources generated from operations or that are 

not subject to donor-imposed stipulations. 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is 

limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. 

Gains and losses on investments and other assets or liabilities are reported as increases or decreases 

in unrestricted net assets unless the use of the underlying net asset is restricted by explicit donor 

stipulations or by law. Expirations of restrictions on net assets (i.e., the donor-stipulated purpose has 

been fulfilled and/or the stipulated time period has elapsed) are reported as net assets released from 

restrictions. 
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Notes to Consolidated Financial Statements 

June 30, 2017 and 2016 
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Contributions, including unconditional promises to give, are recognized as revenues in the period 

received. Conditional promises to give are not recognized until they become unconditional, that is, 

when the conditions on which they depend are substantially met. Contributions of assets other than 

cash are recorded at their estimated fair value as of the date of the gift. Contributions to be received 

after one year are discounted at a rate commensurate with the risks involved. Amortization of the 

discount is recorded as contribution revenue and recognized in accordance with donor-imposed 

restrictions, if any, on the contributions. Allowance is made for uncollectible contributions based upon 

management’s judgment and analysis of the creditworthiness of the donors, past collection experience 

and other relevant factors. 

Income and realized and unrealized gains (losses) on investments of permanently restricted net assets 

are reported as follows: 

 as increases (decreases) in permanently restricted net assets if the terms of the gift or the 

Foundation’s interpretation of relevant state law require that they be added to the principal of a 

permanent endowment fund; 

 as increases (decreases) in temporarily restricted net assets in all other cases and released from 

restriction when appropriated for expenditure in accordance with donor agreements. 

(c) Use of Estimates 

The Foundation prepares its consolidated financial statements in accordance with U.S. generally 

accepted accounting principles which require that management make estimates and assumptions that 

affect the reported amounts of assets and liabilities and revenues and expenses. Such estimates 

include the allowance for uncollectible pledges, the fair value of certain real estate, depreciation of 

property and equipment, the present value discount applied to pledges receivable, the present value of 

externally managed trusts and the liabilities for gift annuity contracts and life estate use obligations. 

Actual results could differ significantly from those estimates. 

The Foundation’s investments are held in various types of investment securities across a variety of 

markets. Investment securities are exposed to several risks, such as interest rate, market and credit 

risks. Due to the level of risk associated with certain investment securities, it is reasonably possible that 

changes in the values of investment securities will occur in the near term and that such changes could 

materially affect the amounts reported in the Foundation’s consolidated financial statements. 

(d) Property and Equipment 

Property and equipment are stated at cost if purchased, or at fair value on the date of gift if donated. 

Depreciation of equipment is provided on the straight-line method over the estimated useful life of the 

assets. The estimated useful lives for automobiles and office equipment is five years and furniture and 

fixtures is seven years. Software costs are capitalized in accordance with Financial Accounting 

Standards Board (FASB) Accounting Standards Codification (ASC) 350, Intangibles – Goodwill and 

Other, and are depreciated over an estimated useful life of five years. 
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Notes to Consolidated Financial Statements 

June 30, 2017 and 2016 
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(e) Investments 

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

securities are reported at fair value. Hedge funds and real estate investment funds are reported at the 

net asset value (NAV) reported by the fund managers, which is used as a practical expedient to 

estimate the fair value of the Foundation’s interest therein, unless it is probable that all or a portion of 

the investment will be sold for an amount different from NAV. At June 30, 2017 and 2016, the 

Foundation had no plans or intentions to sell investments at amounts different from NAV. Other 

investments, which consist primarily of a life estate, donated assets and the cash surrender value of life 

insurance policies for which the Foundation is the owner and beneficiary are recorded at fair value. 

Transactions are accounted for on a trade date basis. 

(f) Pledges 

All unconditional pledges to give are recorded at their estimated realizable value on a discounted basis 

at rates commensurate with the risks involved. Management’s estimate of the allowance for 

uncollectible pledges is based on an analysis of economic conditions, financial information about 

donors, historical collection rates and current receivable levels and agings. 

(g) Split Interest Agreements 

The Foundation accepts gifts subject to split interest agreements. These gifts may be in the form of 

annuities, charitable remainder trusts, charitable lead trusts or life estates. At the time of receipt, a 

contribution is recorded based upon the fair value of assets donated less any applicable liabilities. 

Liabilities are recorded when the Foundation is the trustee, as is the case with gift annuities, and are 

calculated as the present value of projected future distributions to the annuity beneficiaries using a 

designated discount rate. Liabilities are also recorded for the Foundation’s obligation for a donor’s life 

interest in real estate and are calculated considering the fair value rent for similar properties and the 

actuarial life expectancy of the donor. The Foundation’s estimated remainder interests in split interest 

agreements are classified as temporarily restricted or permanently restricted net assets based upon 

donor designations. 

(h) Income Taxes 

The Foundation is exempt from federal income taxes on related income under Internal Revenue Code 

Section 501(a) as an organization described in Section 501(c)(3). Foundation Aviation Holdings, LLC is 

disregarded as an entity separate from the Foundation for purposes of the Internal Revenue Code. 

Accordingly, no provision for income taxes has been made. 

The Foundation is subject to routine audits by taxing jurisdictions; however, there are currently no 

audits for any tax periods in progress. As of June 30, 2017 and 2016, there were no material uncertain 

tax positions. 

(i) Liquidity 

Assets are presented according to their nearness to cash and liabilities are presented according to their 

nearness to payment or use of cash. 
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Notes to Consolidated Financial Statements 

June 30, 2017 and 2016 
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(j) Cash Equivalents 

All highly liquid cash investments with an original maturity of three months or less when purchased are 

considered to be cash equivalents. 

(k) Contributed Goods and Services 

Contributed goods and services are recorded in the consolidated statements of activities at estimated 

fair value (see note 12). 

(l) Fair Value Measurements 

The Foundation applies the provisions of FASB ASC 820, Fair Value Measurement, for fair value 

measurements of financial assets and financial liabilities and for fair value measurements of 

nonfinancial items that are recognized or disclosed at fair value in the consolidated financial statements 

on a recurring basis. FASB ASC 820 defines fair value as the price that would be received to sell an 

asset or paid to transfer a liability in an orderly transaction between market participants at the 

measurement date. FASB ASC 820 also establishes a framework for measuring fair value and expands 

disclosures about fair value measurements (see note 5). The Foundation applies the provisions of 

FASB Accounting Standards Update (ASU) 2009-12, Investments in Certain Entities that Calculate Net 

Asset Value per Share (or Its Equivalent) (ASU 2009-12), which amended FASB ASC 820. 

ASU 2009-12 provides guidance for estimating the fair value of investments in investment companies 

that have calculated NAV per share. In circumstances where NAV is determined to be a practical 

expedient for fair value, rather than a readily determinable fair value, ASU 2009-12 permits entities to 

estimate the fair value of an investment using NAV without further adjustment as of the reporting 

entity’s measurement date. NAV as a practical expedient, in many instances, may not equal fair value 

that would be calculated pursuant to FASB ASC 820. 

(m) Recent Accounting Pronouncements 

The FASB issued ASU No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities, in 

August 2016. ASU 2016-14 changes how not-for-profit entities report net asset classes, expenses and 

liquidity in their financial statements. The new standard permits early adoption and is effective for 

annual reporting periods beginning after December 15, 2017. The Foundation plans to implement the 

provisions of ASU 2016-14 for its 2018 consolidated financial statement presentation. 

(n) Subsequent Events 

The Foundation has evaluated subsequent events through October 18, 2017, the date the consolidated 

financial statements were available to be issued. The Foundation does not believe there are any 

material subsequent events which would require disclosure. 

(2) Prepaid Assets and Other Receivables 

At June 30, 2017, prepaid assets and other receivables were primarily comprised of a receivable from an 

estate of approximately $75,000, prepaid assets of approximately $96,000 that were received shortly after 

fiscal year end and prepaid expenses of approximately $231,000 which will likely be expended within the 

next fiscal year. 
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At June 30, 2016, prepaid assets and other receivables were primarily comprised of receivables from 

several estates and a matured trust of approximately $770,000, of which approximately $503,000 was 

received shortly after year end. 

(3) Pledges Receivable 

Pledges receivable, net, are summarized as follows at June 30, 2017 and 2016: 

2017 2016

Unconditional promises expected to be collected in:

Less than one year $ 3,723,486  4,545,075  

One year to five years 1,622,530  4,176,552  

More than five years 11,629  76,361  

5,357,645  8,797,988  

Less:

Allowance for uncollectible pledges (296,000) (367,000) 

Unamortized discounts at rates ranging from 0.72% to

5.15% (111,031) (206,472) 

Total $ 4,950,614  8,224,516  

 

(4) Investments 

Investments are summarized as follows at June 30, 2017 and 2016: 

2017 2016

Fixed income:

U.S. government securities $ 1,408,876  1,195,130  

Corporate bonds 6,607,128  6,073,335  

Mutual funds 27,886,123  27,313,405  

Other fixed income securities 3,656,241  4,486,679  

Total fixed income 39,558,368  39,068,549  
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Notes to Consolidated Financial Statements 

June 30, 2017 and 2016 

 11 (Continued) 

2017 2016

Equities:

Mutual and common stock funds $ 55,622,272  47,396,182  

Alternative investments:

Hedge funds 6,365,885  4,984,804  

Real estate investment funds 2,937,743  2,700,067  

Total alternative investments 9,303,628  7,684,871  

Cash surrender value of insurance policies 2,529,687  2,472,867  

Other 87,337  46,032  

Total investments $ 107,101,292  96,668,501  

 

As of June 30, 2017 and 2016, the estimated fair value of the Foundation’s alternative investments to which 

the Foundation applied NAV or its equivalent as a practical expedient relative to the determination of fair 

value totaled $9,303,628 and $7,684,871, respectively. The limitations and restrictions on the Foundation’s 

ability to redeem or sell these investments vary by investment type. Based upon the terms and conditions 

in effect at June 30, 2017 and 2016, these investments can be redeemed or sold as follows: 

2017

Unfunded Redemption Redemption

Fair value commitments frequency notice

Hedge funds (a) $ 6,365,885  —  (a) (a)

Real estate investment funds (b) 2,937,743  —  quarterly 65 days

Total $ 9,303,628  —  

 

2016

Unfunded Redemption Redemption

Fair value commitments frequency notice

Hedge funds (a) $ 4,984,804  —  (a) (a)

Real estate investment funds (b) 2,700,067  —  quarterly 65 days

Total $ 7,684,871  —  

 

(a) Approximately seventy-one percent of this class includes investments in hedge funds that employ the 

following strategies: Equity Hedge Strategies, Tactical/Directional Strategies, Relative Value Strategies, 

and Event-Driven Strategies. The fair values of the investments in this class have been estimated using 

the NAV per share of the investments. As of June 30, 2017, the investments in this class could be 

redeemed as the investments include restrictions that allow for redemption after the second year of 

acquisition. Redemptions may be made semi-annually via redemption request, giving a 95 day notice, 

and the tender offer is at the discretion of the advisor. Once redeemed, ten percent of the value of the 
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investments in this class will be held in escrow until the completion of the fund’s next annual external 

audit. Approximately forty percent of the investments in this class could not be redeemed as of 

June 30, 2016, as the investments include restrictions that do not allow for redemption in the first 

two years after acquisition.  

Approximately twenty-nine percent of this class includes investments comprised of collateralized debt 

obligations (CDOs), which includes collateralized loan obligations (CLOs) and other structured credit 

investments. CDOs fund their investments by issuing several classes of debt and equity securities, the 

repayment of which is linked to the performance of the underlying assets, which serve as collateral for 

certain securities issued by the CDO. The fair values of the investments in this class have been 

estimated using the NAV per share of the investments. As of June 30, 2017, the investments in this 

class could be redeemed as the investments include restrictions that allow for redemption after the 

second year of acquisition. Redemptions may be made quarterly via redemption request, giving a 

65 day notice, and the tender offer is at the discretion of the advisor. Once redeemed, ten percent of 

the value of the investments in this class will be held in escrow until the completion of the fund’s next 

annual external audit. As of June 30, 2016, investments in this class could not be redeemed because 

the investments include restrictions that do not allow for redemption in the first two years after 

acquisition. 

(b) This class focuses on the U.S. core real estate market with holdings primarily in equity ownership 

interest in operating properties diversified across the U.S. The properties are further diversified across 

the four major types – office, multi-family, retail, industrial – with limited exposure to addition types (e.g. 

self-storage, hotel, land, etc.). The fair values of the investments in this class have been estimated 

using the NAV of the Foundation’s ownership interest in partners’ capital. Investments in this class 

could be redeemed as the investments do not include restrictions regarding redemptions. Redemptions 

may be made quarterly via redemption request, giving a 65 day notice, and may be subject to queue at 

the discretion of the advisor. Once redeemed, ten percent of the value of the investments in this class 

will be held in escrow until the completion of the fund’s next annual external audit. 

The Foundation has entered into various split interest agreements, including charitable gift annuities, 

whereby the Foundation serves as trustee. The assets held under these split interest agreements are 

included in investments at June 30, 2017 and 2016 with a fair value of $436,619 and $441,752, 

respectively. The Foundation also holds a life estate, the value of which is included in other investments at 

June 30, 2017 and 2016 with a fair value of $41,305 and $0, respectively. 
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The following schedule summarizes net investment gain (loss) and related net asset classification in the 

accompanying consolidated statements of activities: 

2017

Temporarily Permanently

Unrestricted restricted restricted Total

Dividends and interest (net of

expenses of $387,207) $ 1,712,294  (28,790) 9,513  1,693,017  

Realized gains (losses), net (23,411) 387,569  1,594  365,752  

Unrealized gains (losses), net (77,692) 8,515,748  100,503  8,538,559  

Total $ 1,611,191  8,874,527  111,610  10,597,328  

 

2016

Temporarily Permanently

Unrestricted restricted restricted Total

Dividends and interest (net of

expenses of $374,618) $ 1,455,283  294,314  73,231  1,822,828  

Realized gains (losses), net (104,507) 1,224,250  43,193  1,162,936  

Unrealized gains (losses), net 119,588  (3,420,161) (83,286) (3,383,859) 

Total $ 1,470,364  (1,901,597) 33,138  (398,095) 

 

(5) Fair Value Measurements 

The Foundation’s estimates of fair value for financial assets and liabilities are based on a framework which 

considers the inputs used in valuation and gives the highest priority to quoted prices in active markets and 

requires observable inputs be used in the valuations when available. The disclosure of financial assets and 

liabilities in the fair value hierarchy is based on whether the significant inputs into the valuation are 

observable. In determining the level of the hierarchy in which the estimate is disclosed, the highest priority 

is given to unadjusted quoted prices in active markets and the lowest priority to unobservable inputs that 

reflect the Foundation’s significant market assumptions. The three levels of hierarchy are as follows: 

 Level 1 inputs are quoted prices (unadjusted) in active markets for identical financial assets or liabilities 

that the Foundation has the ability to access at the measurement date; 

 Level 2 inputs are other than quoted prices included within Level 1 that are observable for the financial 

asset or liability, either directly or indirectly; and 

 Level 3 inputs are unobservable inputs for the financial asset or liability. 

The hierarchy requires the use of observable market data when available. Assets and liabilities are 

classified in their entirety based on the lowest level of input that is significant to the fair value measurement. 

The Foundation uses inputs in applying various valuation techniques that are assumptions which market 

participants would use to make valuation decisions, including assumptions about risk. 
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The following is a description of the valuation methodologies used for investments measured at fair value 

on a recurring basis. 

(a) Mutual and Common Stock Funds, Fixed Income Mutual Funds, and U.S. Government Securities 

Valued at the closing price reported on the active market on which the individual securities are traded. 

(b) Corporate Bonds 

Valued based on inputs corroborated by observable market data. 

(c) Other Fixed Income Securities 

Valued at either the closing price reported on the active market on which the individual securities are 

traded or based on inputs corroborated by observable market data. 

(d) Hedge Funds and Real Estate Investment Funds 

At June 30, 2017 and 2016, $9,303,628 and $7,684,871, respectively, are valued at the NAV of the 

fund as determined by the fund managers. The Foundation’s management also takes into 

consideration the recent audited financial information to determine overall reasonableness of the 

recorded value. 

(e) Cash Surrender Value of Insurance Policies 

Valued at the cash surrender value of the life insurance contract as determined by the life insurance 

company. 

(f) Other 

Valued at fair market value on the basis of appraisals or comparable data. 

At June 30, 2017 and 2016, the Foundation had no outstanding unfunded commitments related to its 

investments. In addition, all of the Foundation’s investments can be redeemed or liquidated on a daily 

basis except for hedge funds, real estate investment funds, life estate and donated assets which 

require a much longer period to liquidate. 

The methods described above may produce a fair value measurement that may not be indicative of net 

realizable value or reflective of future fair values. Furthermore, while the Foundation believes its 

valuation methods are appropriate and consistent with other market participants, the use of different 

methodologies or assumptions to determine the fair value of certain financial instruments could result in 

a different fair value measurement at the reporting date. 
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The following tables present for each level within the fair value hierarchy, as well as assets measured 

at NAV, the Foundation’s recurring and nonrecurring fair value measurements for assets and liabilities 

as of June 30, 2017 and 2016: 

June 30, 2017
Investments
measured at

Level 1 Level 2 Level 3 NAV Total

Recurring:
Investments:

Fixed income:
U.S. government securities $ 1,408,876  —  —  —  1,408,876  
Corporate bonds —  6,607,128  —  —  6,607,128  
Mutual funds 27,886,123  —  —  —  27,886,123  
Other fixed income securities 1,553,801  2,102,440  —  —  3,656,241  

Equities:
Mutual and common stock 55,622,272  —  —  —  55,622,272  

Alternative investments:
Hedge funds —  —  —  6,365,885  6,365,885  
Real estate investment funds —  —  —  2,937,743  2,937,743  

Cash surrender value of
insurance policies —  —  2,529,687  —  2,529,687  

Other —  —  87,337  —  87,337  

Total investments $ 86,471,072  8,709,568  2,617,024  9,303,628  107,101,292  

Nonrecurring:
Amounts due from externally

managed trusts $ —  —  5,102,951  —  5,102,951  
Gift annuities payable —  —  263,831  —  263,831  
Life estate payable —  —  33,489  —  33,489  
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June 30, 2016
Investments
measured at

Level 1 Level 2 Level 3 NAV Total

Recurring:
Investments:

Fixed income:
U.S. government securities $ 1,195,130  —  —  —  1,195,130  
Corporate bonds —  6,073,335  —  —  6,073,335  
Mutual funds 27,313,405  —  —  —  27,313,405  
Other fixed income securities 1,995,447  2,491,232  —  —  4,486,679  

Equities:
Mutual and common stock 47,396,182  —  —  —  47,396,182  

Alternative investments:
Hedge funds —  —  —  4,984,804  4,984,804  
Real estate investment funds —  —  —  2,700,067  2,700,067  

Cash surrender value of
insurance policies —  —  2,472,867  —  2,472,867  

Other —  —  46,032  —  46,032  

Total investments $ 77,900,164  8,564,567  2,518,899  7,684,871  96,668,501  

Nonrecurring:
Amounts due from externally

managed trusts $ —  —  4,883,516  —  4,883,516  
Gift annuities payable —  —  286,181  —  286,181  
Life estate payable —  —  —  —  —  

 

In accordance with Subtopic 820-10, certain investments that are measured at fair value using NAV per 

share (or its equivalent) as a practical expedient have not been classified in the fair value hierarchy. 

The fair value amounts presented in this table are intended to permit reconciliation of the fair value 

hierarchy to the amounts presented in the accompanying statements of financial position. 

The following describes the valuation of other financial instruments that are not carried at fair value on 

a recurring basis: 

(g) Cash and Cash Equivalents, Other Receivables, Net Investment in Direct Financing Lease, and 

Payables 

The carrying amounts of cash and cash equivalents, accrued earnings, other receivables, net 

investment in direct financing lease, and accounts payable approximate fair value. 

(h) Pledges Receivable 

Unconditional promises to give are recognized initially at fair value as contributions revenue in the 

period such promises are made by donors. Fair value is estimated giving consideration to anticipated 

future cash receipts (after allowance is made for uncollectible contributions) and discounting such 

amounts at a risk adjusted rate commensurate with the duration of the donor’s payment plan. These 

inputs to the fair value estimate are considered Level 3 in the fair value hierarchy. In subsequent 

periods, the discount rate is unchanged and the allowance for uncollectible contributions is reassessed 

and adjusted if necessary. Amortization of the discounts is recorded as additional contribution revenue. 
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(i) Amounts Due from Externally Managed Trusts 

The carrying value of these trusts approximates fair value. The value is based on the present value of 

the estimated future cash receipts from the assets of the trust using appropriate discount rates. 

(j) Gift Annuities Payable 

The carrying value of these annuities approximates fair value. The value is based on the present value 

of projected future distributions to the annuity beneficiaries using appropriate discount rates. 

(k) Life Estate Payable 

The carrying value of this life estate approximates fair value. The value is based on the fair value rent 

for similar properties, the actuarial life expectancy of the donor and the responsibility associated with 

executory costs and other factors. The donor is responsible for the executory costs of this life estate. 

(l) Level 3 Activity 

The tables below set forth a summary of activity in the fair value of the assets and liabilities classified 

as Level 3 for the years ended June 30, 2017 and 2016: 

2017

Life

insurance Other Other

Level 3 roll forward policies life estate donated assets Total

Balance, beginning of year $ 2,472,867  —  46,032  2,518,899  

Acquisitions —  41,305  —  41,305  

Dispositions —  —  —  —  

Unrealized gains —  —  —  —  

Change in cash surrender

value 56,820  —  —  56,820  

Balance, end of year $ 2,529,687  41,305  46,032  2,617,024  

 

2016

Life

insurance Other Other

Level 3 roll forward policies life estate donated assets Total

Balance, beginning of year $ 2,397,134  —  71,032  2,468,166  

Acquisitions —  —  —  —  

Dispositions —  —  (25,000) (25,000) 

Unrealized gains —  —  —  —  

Change in cash surrender

value 75,733  —  —  75,733  

Balance, end of year $ 2,472,867  —  46,032  2,518,899  
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(m) Amounts Due from Externally Managed Trusts 

2017 2016

Balance, beginning of year $ 4,883,516  817,080  

Additions 873,297  4,107,051  

Distributions (15,308) (36,411) 

Change in valuation (638,554) (4,204) 

Balance, end of year $ 5,102,951  4,883,516  

 

(n) Gift Annuities Payable 

2017 2016

Balance, beginning of year $ 286,181  305,330  

Additions —  131,352  

Change in valuation 25,984  71,304  

Annuity payments (48,334) (51,803) 

Terminations —  (170,002) 

Balance, end of year $ 263,831  286,181  

 

(o) Life Estate Payable 

2017 2016

Balance, beginning of year $ —  —  

Additions 33,489  —  

Change in valuation —  —  

Annuity payments —  —  

Terminations —  —  

Balance, end of year $ 33,489  —  

 

(6) Amounts Due From Externally Managed Trusts 

Amounts due from externally managed trusts consist of irrevocable charitable lead trusts and charitable 

remainder trusts whereby the Foundation is the beneficiary, not the trustee. The amount due from these 

split-interest agreements and the related contribution revenue is recognized at fair value at the date of the 

gift. The amount due is discounted using a discount rate and age factors in order to record the contribution 

at net present value. The discount rates used as of June 30, 2017, ranged from 1.89% to 2.84%. The 

discount rates used as of June 30, 2016, ranged from 1.01% to 2.30%. 
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(7) Net Investment in Direct Financing Lease 

Through its wholly owned subsidiary, Foundation Aviation Holdings, LLC, the Foundation leases an 

airplane to the University under a direct financing lease arrangement, expiring in January 2019. The 

Foundation’s net investment in the direct financing lease at June 30, 2017 and 2016 is presented below. 

2017 2016

Total minimum lease payments to be received $ 295,711  509,280  

Less unearned income (11,404) (29,335) 

Net investment in direct financing lease $ 284,307  479,945  

 

Future minimum lease payments to be received are as follows: 

Year ending June 30:

2018 $ 180,713  

2019 114,998  

Total $ 295,711  

 

(8) Property and Equipment 

Property and equipment, net, are summarized as follows at June 30, 2017 and 2016: 

2017 2016

Automobiles $ 140,434  140,434  

Office equipment 16,072  16,072  

Software 467,268  467,268  

623,774  623,774  

Less accumulated depreciation (596,619) (585,591) 

Total $ 27,155  38,183  
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(9) Temporarily Restricted Net Assets 

Temporarily restricted net assets at June 30, 2017 and 2016 were available for the following purposes: 

2017 2016

Student financial aid $ 18,840,970  16,569,776  

Academic divisions 4,213,951  3,210,698  

Research 288,988  239,037  

Operation and maintenance of plant 2,535,275  3,862,593  

Library 916,802  669,195  

Athletics 396,898  378,591  

Faculty and staff support 2,574,130  1,803,790  

Other restricted purposes 7,414,801  6,956,052  

Total $ 37,181,815  33,689,732  

 

(10) Permanently Restricted Net Assets 

Permanently restricted net assets at June 30, 2017 and 2016 were available for the following purposes: 

2017 2016

Student financial aid $ 48,430,636  44,345,689  

Academic divisions 5,615,064  5,472,753  

Research 222,779  200,610  

Operation and maintenance of plant 4,931,781  4,686,194  

Library 3,014,098  3,002,234  

Faculty and staff support 10,355,327  10,307,753  

Other restricted purposes 4,308,686  4,124,317  

Total $ 76,878,371  72,139,550  

 

(11) Net Assets Released from Restrictions 

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or 

by occurrence of other events specified by donors. All net assets released from restrictions were for the 
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benefit of the University. Net assets released from restrictions consist of the following for the years ended 

June 30, 2017 and 2016: 

2017 2016

Student financial aid $ 3,770,421  3,725,950  

Academic divisions 650,977  593,704  

Research 14,858  13,382  

Faculty and staff support 394,600  217,025  

Operation and maintenance of plant 1,986,567  2,526,413  

Library 223,046  486,784  

Athletics 19,464  29,492  

Other restricted purposes 1,326,514  1,446,560  

Total $ 8,386,447  9,039,310  

 

(12) Related Party Transactions 

The following contributed services, commodities, utilities, equipment and facilities were received from the 

University during fiscal years 2017 and 2016 and are reflected as unrestricted contributions and 

unrestricted expenses in the accompanying consolidated statements of activities. 

2017 2016

Wages and benefits $ 1,659,607  1,434,135  

Utilities 11,911  11,722  

Facilities 109,634  111,594  

Total $ 1,781,152  1,557,451  

 

(13) Endowment Net Assets 

At June 30, 2017, the Foundation has 927 individual funds which function as endowment funds that are 

established for a variety of purposes to support the University. The endowment funds include both 

donor-restricted endowment funds and funds designated by the Foundation’s Board of Directors to function 

as endowments. As required by U.S. generally accepted accounting principles, net assets associated with 

endowment funds, including board-designated funds to function as endowments, are classified and 

reported based on the existence or absence of donor-imposed restrictions. 

FASB ASC 958, Not-for-Profit Entities, provides guidance about the net asset classification of 

donor-restricted endowment funds for a not-for-profit organization that is subject to an enacted version of 

the Uniform Prudent Management of Institutional Funds Act (UPMIFA) and disclosures about endowment 

funds (both donor-restricted and board-designated endowment funds), regardless of whether an 

organization is subject to UPMIFA. The Mississippi legislature enacted House Bill 1104 adopting UPMIFA 

during the 2012 legislative session. The legislation was effective July 1, 2012. 
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The Foundation’s Board of Directors has reviewed the terms of UPMIFA as enacted by the Mississippi 

legislature and has determined that its donor agreements for permanent endowments provide for the 

preservation of the original gift of the donor-restricted endowment funds. As a result, the Foundation 

classifies as permanently restricted net assets the original gift donated to the permanent endowment and 

the original value of subsequent gifts. The remaining portion of the donor-restricted endowment fund that is 

not classified in permanently restricted net assets is classified in temporarily restricted net assets until the 

amounts are expended in accordance with the donor agreements. 

The Foundation has established investment policies to ensure the assets of the Foundation’s endowment 

are managed in a prudent fashion in accordance with sound investment principles and UPMIFA. The 

Foundation’s Board of Directors sets and approves the investment policies and charges the Investment 

Committee with implementation and subsequent ongoing monitoring of the policies. In considering the 

investment management and expenditures of endowment funds, the Board utilizes the reasonable care, 

skill and caution of a prudent investor. The Foundation’s investment objectives for endowments are to 

provide a real total return that preserves the purchasing power of the endowment’s assets while generating 

an income stream to support the University. The primary performance objective of the endowment is to 

earn a total return, net of investment fees, within prudent levels of risk, equal to or greater than the 

spending rate plus administrative fees and the desired rate of growth. 

The Foundation’s spending policy is designed to promote positive growth in the market value of the 

endowment sufficient to offset reasonable spending over an extended period of time. The spending policy 

is approved annually by the Foundation’s Board of Directors. In accordance with UPMIFA, the Board may 

expend as much of an endowment fund as the Board determines to be prudent for the uses and purposes 

for which the endowment fund was established. The spending rate was approximately 4% for the years 

ended June 30, 2017 and 2016. In addition, applicable endowment funds were assessed a 1.75% 

administrative fee. This fee provides a significant portion of the funding for the development programs of 

the Foundation. No portion of the original gift value of permanent endowments is allocated for spending or 

charged a fee. 

During the years ended June 30, 2017 and 2016, the Foundation had the following endowment related 

activities: 

Temporarily Permanently

Unrestricted restricted restricted Total

Endowment net assets, June 30, 2016 $ 1,912,848  17,632,655  63,750,398  83,295,901  

Contributions 350,546  158,026  4,668,830  5,177,402  

Net investment gain 252,195  8,818,689  66,032  9,136,916  

Other income —  —  84  84  

Change in restriction by donors (440) 463  148,552  148,575  

Expenses (306,176) (2,859,928) —  (3,166,104) 

Transfers 117,770  25,111  15,307  158,188  

Endowment net assets, June 30, 2017 $ 2,326,743  23,775,016  68,649,203  94,750,962  
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Temporarily Permanently

Unrestricted restricted restricted Total

Endowment net assets, June 30, 2015 $ 1,802,075  21,500,210  59,570,656  82,872,941  

Contributions 25,742  190,212  2,899,943  3,115,897  

Net investment loss (25,714) (1,927,352) (27,929) (1,980,995) 

Other income (loss) (571) 667  2,878  2,974  

Change in restriction by donors —  (55,491) 1,090,171  1,034,680  

Expenses (69,517) (2,524,642) —  (2,594,159) 

Transfers 180,833  449,051  214,679  844,563  

Endowment net assets, June 30, 2016 $ 1,912,848  17,632,655  63,750,398  83,295,901  

 

At June 30, 2017, the endowment net asset composition by type of fund consists of the following: 

Temporarily Permanently

Unrestricted restricted restricted Total

Donor-restricted endowment funds $ —  23,775,016  68,649,203  92,424,219  

Board-designated endowment funds 2,326,743  —  —  2,326,743  

Endowment net assets, June 30, 2017 $ 2,326,743  23,775,016  68,649,203  94,750,962  

 

At June 30, 2016, the endowment net asset composition by type of fund consists of the following: 

Temporarily Permanently

Unrestricted restricted restricted Total

Donor-restricted endowment funds $ (907) 17,632,655  63,750,398  81,382,146  

Board-designated endowment funds 1,913,755  —  —  1,913,755  

Endowment net assets, June 30, 2016 $ 1,912,848  17,632,655  63,750,398  83,295,901  

 

When unfavorable market fluctuations cause the fair value of certain donor-restricted endowments to be 

less than the historical cost (original gift/book value) of such funds, the fund is considered to be 

underwater, and this deficiency is recorded in unrestricted net assets. At June 30, 2017, there were no 

endowments that were underwater. At June 30, 2016, there were 3 endowments that were underwater and 

this deficiency has been recorded in unrestricted net assets. 
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