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Independent Auditor’s Report

Board of Trustees
Missouri State University Foundation
Springfield, Missouri

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

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin
the financial statements. The procedures selected depend on the auditor’ s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considersinternal control relevant to the entity’ s preparation
and fair presentation of the financial statementsin 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.

Praxit 3(.1'.



Board of Trustees
Missouri State University Foundation
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Missouri State University Foundation as of June 30, 2016, and the changesin its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America

Report on Summarized Comparative Information
We have previoudly audited the June 30, 2015, financial statements and we expressed an unmodified
audit opinion on those audited financia statementsin our report dated October 9, 2015. In our opinion,

the summarized comparative information presented herein as of and for the year ended June 30, 2015, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

BED L

Springfield, Missouri
October 11, 2016



Missouri State University Foundation

Statement of Financial Position

June 30, 2016 (with comparative totals for June 30, 2015)

Assets
2016 2015
Cash and cash equivalents $ 12,940,477 $ 26,103,238
Accounts receivable, net 11,137 6,383
Prepaid expenses 17,975 641,690
Investments 89,397,491 76,309,549
Investments held in trust 717,957 793,010
Investments held for resale 123,126 123,126
Pledges receivable, net 35,335,669 35,948,765
Real estate held for resale 192,500 207,500
Cash value of life insurance 487,318 468,844
Real estate and equipment, at cost 3,651,002 3,651,002
Accumulated depreciation (2,536,612) (2,446,160)

Total assets

$ 140,338,040

$ 141,806,947

Liabilities and Net Assets

Accounts payable and accrued expenses $ 2,433,333 $ 1,966,275

Pledges payable 166,929 166,929

Deferred revenue 5,000

Annuity obligations 190,724 216,267

Funds managed for Missouri State University 199,762 199,762
Total liabilities 2,995,748 2,549,233

Net Assets

Unrestricted 8,628,945 8,207,710

Temporarily restricted 78,682,240 81,933,505

Permanently restricted 50,031,107 49,116,499
Total net assets 137,342,292 139,257,714

Total liabilities and net assets

$ 140,338,040

$ 141,806,947

See Notes to Financial Statements



Missouri State University Foundation
Statement of Activities
Year Ended June 30, 2016 (with comparative totals for June 30, 2015)

See Notes to Financial Statements

2016
Temporarily Permanently
Unrestricted Restricted Restricted Total 2015
Revenues, Gainsand Other Support
Contributions $ 368,265 $ 16,620652 $ 1,016,194 $ 18,005,111 $ 20,470,774
Investment return 750,666 (2,204,134) - (1,453,468) 61,009
Gain (loss) on assets held in trust - - (41,707) (41,707) (25,774)
Life insurance cash value
increase (decrease) (4,089) 22,562 - 18,473 52,104
Rental income 668,224 - - 668,224 666,262
Other income 32,924 334,540 34,706 402,170 343,211
Personnel paid by affiliate 2,865,128 - - 2,865,128 2,739,346
Net assets released from
restrictions 17,498,125 (17,498,125) - - -
Total revenues, gains
and other support 22,179,243 (2,724,505) 1,009,193 20,463,931 24,306,932
Expenses
Instruction and academic
program support 7,357,727 - - 7,357,727 4,221,951
Student services 3,081,084 - - 3,081,084 3,032,506
Institutional support 3,446,945 - - 3,446,945 2,976,381
Scholarships 1,914,743 - - 1,914,743 1,935,058
Broadcast services 1,446,049 - - 1,446,049 1,363,661
Rental expenses 552,953 - - 552,953 608,968
Capital projects - Missouri
State University 1,515,402 - - 1,515,402 3,969,293
JQH Arenadebt service 1,836,801 - - 1,836,801 1,936,348
Costs of direct benefits to donors 24,691 - - 24,691 19,172
Fundraising 555,777 - - 555,777 561,361
Total expenses 21,732,172 - - 21,732,172 20,624,699
Actuaria loss on trust and
annuity obligations 25,836 - 10,507 36,343 38,477
Provision for uncollectible pledges - 511,760 84,078 595,838 908,086
Reduction in value of real estate
held for resdle - 15,000 - 15,000 -
Total expenses and
losses 21,758,008 526,760 94,585 22,379,353 21,571,262
Changein Net Assets 421,235 (3,251,265) 914,608 (1,915,422) 2,735,670
Net Assets, Beginning of Year 8,207,710 81,933,505 49,116,499 139,257,714 136,522,044
Net Assets, End of Year $ 8628945 $ 78682240 $ 50,031,107 $ 137,342,292 $ 139,257,714




Missouri State University Foundation

Statement of Cash Flows

Year Ended June 30, 2016 (with comparative totals for June 30, 2015)

Operating Activities

Change in net assets

Items not requiring (providing) operating activities cash flows
Depreciation
Reduction in value of real estate held for resale
Net realized and unrealized losses on investments
Net realized and unrealized losses on investments

held in trust

Actuarial loss on trust and annuity obligations
Noncash gifts
Gain on sale of securities

Changesin
Accounts receivable
Prepaid expenses
Pledges receivable
Accounts payable and accrued expenses
Pledges payable
Deferred revenue
Annuity obligations
Contributions restricted for long-term investment
Other income restricted for long-term investment

Net cash used in operating activities

Investing Activities
Proceeds from sale of investments
Purchase of investments
Proceeds from sale of investments held in trust
Proceeds from life insurance
Increase in cash value of life insurance
Net cash provided by (used in) investing activities

Financing Activities

Proceeds from sale of securities

Proceeds from contributions restricted for investment

in endowment
Other income restricted for reinvestment
Net cash provided by financing activities

Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements

2016 2015
$ (1,915,422 $ 2735670
90,452 107,459
15,000 -
1,691,847 61,215
41,707 25,774
36,343 38,477
(917,742) (2,385,549)
(2,849) (3,907)
(4,754) 418
623,715 (639,090)
613,096 (354,498)
467,058 747,194

- (84,106)

5,000 -
(61,886) (62,239)
(1,162,048) (1,340,269)
(34,706) (33,992)
(515,189) (1,187,443)
36,571,102 12,646,187
(51,350,891) (12,475,464)
33,346 33,718

- 1,385

(18,474) (42,495)
(14,764,917) 163,331
920,591 2,321,956
1,162,048 1,340,269
34,706 33,992
2,117,345 3,696,217
(13,162,761) 2,672,105
26,103,238 23,431,133
$ 12,940,477 $ 26,103,238




Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Note 1. Summary of Significant Accounting Principles

Purpose of the Foundation

The purpose of the Missouri State University Foundation (the “Foundation™), previously Southwest
Missouri State University Foundation, isto be the legal vehicle to receive, manage and distribute
all private gifts, restricted and unrestricted, for the benefit of Missouri State University (the
“University”), or its successors, or any institution of higher learning with which it may merge. The
Foundation provides funds from private sources to a variety of University departments and
programs.

The Board of Trustees, which governs the Foundation, is separate and distinct from the Board of
Governors, the governing body of the University.

The Foundation’s primary source of revenue is from contributions and their investment return.

Description of Net Assets

The net assets of the Foundation are reported in the following categories:

o Unrestricted Net Assets—net assets that are neither permanently nor temporarily restricted by
donor-imposed stipulations, and are expendable for any purpose.

o Temporarily Restricted Net Assets—net assets which result from donor-imposed restrictions
that permit the Foundation to expend the donated assets as specified, and are satisfied by
either the passage of time or by actions of the Foundation.

e Permanently Restricted Net Assets—net assets which result from donor-imposed restrictions
that such assets be maintained permanently, but permit the Foundation to expend part of the
income and gains derived from the donated assets depending on donor restrictions.

Cash and Cash Equivalents

The Foundation considers all liquid investments with original maturities of three months or less to
be cash equivalents. At June 30, 2016, cash equivalents consisted primarily of certificates of
deposit and money market accounts with brokers.

At June 30, 2016, the Foundation’ s cash accounts exceeded federally insured limits by
approximately $210,000.

Contributions and Pledges Receivable

Gifts of cash and other assets received without donor stipulations are reported as unrestricted
revenue and net assets. Gifts received with adonor stipulation that limits their use are reported as
temporarily or permanently restricted revenue and net assets. When a donor stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions.



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Gifts of land, buildings, equipment and other long-lived assets are reported as unrestricted revenue
and net assets unless explicit donor stipulations specify how such assets must be used, in which
case the gifts are reported as temporarily or permanently restricted revenue and net assets. Absent
explicit donor stipulations for the time long-lived assets must be held, expirations of restrictions
resulting in reclassification of temporarily restricted net assets to unrestricted net assets are
reported when the long-lived assets are placed in service.

Unconditional gifts expected to be collected within one year are reported at their net realizable
value. Unconditional gifts expected to be collected in future years are initially reported at fair
value determined using the discounted present value of estimated future cash flows technique. The
resulting discount is amortized using the level-yield method and is reported as contribution
revenue.

Conditional gifts depend on the occurrence of a specified future and uncertain event to bind the
potential donor and are recognized as assets and revenue when the conditions are substantially met
and the gift becomes unconditional.

In-Kind Contributions

In addition to receiving cash contributions, the Foundation receives in-kind contributions of
services, software licensing, books, livestock and equipment from various donors. It isthe policy
of the Foundation to record the estimated fair value of certain in-kind donations as an expensein its
financial statements, and similarly increase contribution revenue by alike amount. For the year
ended June 30, 2016, $2,072,484 was received in in-kind contributions.

Real Estate and Equipment

Buildings, improvements and equipment are recorded at cost and depreciated over the estimated
useful life of each asset. Annual depreciation is computed using the straight-line method. Real
estate and equipment includes building costs of $2,948,716, land of $176,383, tenant remodeling
improvements of $83,695 and equipment of $442,208.

Valuation of Gifts of Property

Gifts of real and personal property are reported at their estimated fair value as of the date the
property isreceived. Fair valueis determined either by a staff member of the University with
expertise in the valuation of the particular property, or by appropriate documentation furnished by
the donor.

Income Taxes

The Foundation is exempt from income taxes under Section 501 of the Internal Revenue Code and
asimilar provision of state law. However, the Foundation is subject to federal income tax on any
unrelated business taxable income. The Foundation files tax returnsin the U.S. federa jurisdiction.
With afew exceptions, the Foundation is no longer subject to U.S. federal examinations by tax
authorities for years before 2013.



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Use of Estimates

The preparation of financial statementsin conformity with accounting principles generally accepted
in the United States of America reguires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues, expenses, gains, losses and
other changesin net assets during the reporting period. Actual results could differ from those
estimates.

Comparative Amounts

The financial statementsinclude certain prior year summarized information in total but not by net
asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the Foundation’s financial
statements for the year ended June 30, 2015, from which the summarized information was derived.

Functional Allocation of Expenses

The costs of supporting the various programs and other activities have been summarized on a
functional basisin the statement of activities. Certain costs have been alocated among the program
and support services categories based on various methods.

Transfers Between Fair Value Hierarchy Levels

Transfersin and out of Level 1 (quoted market prices), Level 2 (other significant observable inputs)
and Level 3 (significant unobservable inputs) are recognized on the period beginning date.

Note 2: Pooled Investments

Funds treated as endowment by the Foundation are managed as a pooled investment fund. This
pool includes funds from the unrestricted, temporarily restricted and permanently restricted net
asset classes. The various subsidiary accounts purchase shares in the investment pool when
additions are received. The investment pool is operated on a unit market basis. The following
schedule summarizes data related to the investment pool for the year ended June 30, 2016:

Pooled investments at market value $ 69,337,895
Number of pool shares 316,712
Market value per pool share $ 219
Fiscal year return -2.2%
Interest and dividend earnings $ 51,392
Net losses $ (1,703,893)



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Note 3: Endowment

The Foundation’ s endowment consists of approximately 998 individual funds established for a
variety of purposes. The endowment includes both donor-restricted endowment funds and funds
designated by the governing body to function as endowments (board-designated endowment funds).
Asrequired by accounting principles generally accepted in the United States of America (GAAP),
net assets associated with endowment funds, including board-designated endowment funds, are
classified and reported based on the existence or absence of donor-imposed restrictions.

The Foundation’ s governing body has interpreted the State of Missouri Prudent Management of
Institutional Funds Act (SPMIFA) as requiring 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. Asaresult of thisinterpretation, the Foundation classifies as permanently restricted net
assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment and (c) accumulations to the permanent endowment
made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of donor-restricted endowment fundsis
classified as temporarily restricted net assets until those amounts are appropriated for expenditure
by the Foundation in a manner consistent with the standard of prudence prescribed by SPMIFA. In
accordance with SPMIFA, the Foundation considers the following factorsin making a
determination to appropriate or accumul ate donor-restricted endowment funds:

Duration and preservation of the fund

Purposes of the Foundation and the fund

General economic conditions

Possible effect of inflation and deflation

Expected total return from investment income and appreciation or depreciation of
investments

Other resources of the Foundation

Investment policies of the Foundation

SUEN AN

N o

The composition of net assets by type of endowment fund at June 30, 2016, was.

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor-restricted endowment funds $ (176530) $ 18,235,722 $ 49,476,277 $ 67,535,469
Board-designated endowment funds 2,959,425 - - 2,959,425

Total endowment funds $ 2782895 $ 18235722 $ 49,476,277 $ 70,494,894




Missouri State University Foundation
Notes to Financial Statements

June 30, 2016

Changes in endowment net assets for the year ended June 30, 2016, were:

Endowment net assets,
beginning of year

Investment return
Investment income
Net depreciation
Total investment return

Contributions
Other income
Appropriation of endowment assets
for expenditure
Other additions
Endowment net assets,
end of year

Temporarily Permanently

Unrestricted Restricted Restricted Total
$ 3139977 $ 23,319,135 $ 48,509,457 $ 74,968,569
- 371,441 - 371,441
(393,337) (1,309,180) - (1,702,517)
(393,337) (937,739) - (1,331,076)
- - 932,114 932,114
23,721 15,467 34,706 73,894
- (4,223,542) - (4,223,542)
12,534 62,401 - 74,935
$ 2,782,895 $ 18,235,722 $ 49,476,277 $ 70,494,894

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level the Foundation is required to retain as afund of perpetual duration
pursuant to donor stipulation or SPMIFA. In accordance with GAAP, deficiencies of this nature are
reported in unrestricted net assets and aggregated approximately $176,530 at June 30, 2016. These
deficiencies resulted from unfavorable market fluctuations that occurred shortly after investment of
new permanently restricted contributions and continued appropriation for certain purposes that was
deemed prudent by the governing body.

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs and other items supported by its endowment
while seeking to maintain the purchasing power of the endowment. Endowment assets include
those assets of donor-restricted endowment funds the Foundation must hold in perpetuity or for

donor-specified periods, as well as those of board-designated endowment funds. Under the

Foundation’s policies, endowment assets are invested in a manner that isintended to produce

results that exceed the endowment’ s financial requirement over time, while assuming a moderate
level of investment risk. The Foundation expects its endowment funds to provide arate of return
between 6.7% and 9.7% annually over time. Actual returnsin any given year may vary from this

amount.

10



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

To satisfy itslong-term rate of return objectives, the Foundation relies on atotal return strategy in
which investment returns are achieved through both current yield (investment income such as
dividends and interest) and capital appreciation (both realized and unrealized). The Foundation
targets a diversified asset all ocation that places a greater emphasis on equity-based investments to
achieve its long-term return objectives within prudent risk constraints.

The Foundation has a policy (the spending policy) of appropriating for expenditure each year 5.7%
of its endowment fund’ s average fair value over the prior 36 months through the month end
preceding the month in which expenditure is planned. In establishing this policy, the Foundation
considered the long-term expected return on its endowment. Accordingly, over the long term, the
Foundation expects the current spending policy to allow its endowment to grow at arate of 1% to
4% annually. Thisis consistent with the Foundation’ s objective to maintain the purchasing power
of endowment assets held in perpetuity or for a specified term, as well asto provide additional rea
growth through new gifts and investment return.

Note 4: Investments and Investment Return

Investments in equity securities and debt securities are carried at fair value. All other investments
are valued at estimated fair value. The estimated fair value of investments in hedge funds, where a
readily determinable market price is not available, has been estimated using the net asset value per
share of investments. Investment income and gains that are restricted by donor stipulation are
initially included in temporarily restricted net assets. When the restriction is satisfied, temporarily
restricted net assets are reclassified to unrestricted net assets. Other investment income, gains and
losses are reflected in the statement of activities as unrestricted, temporarily restricted or
permanently restricted based upon the existence and nature of any donor or legally imposed
restrictions.

While the Foundation does not invest directly in derivative securities, it does, through investment
holdings with various money managers, indirectly hold these securities. The Foundation has
significant investments in marketable securities, which are subject to price fluctuation. These
instruments could potentially subject the Foundation to significant concentrations of market risk.
Thisrisk is controlled through a diversified portfolio and regular monitoring procedures.

11



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

| nvestments are summarized as follows:

Accrued income $ 94,236
Money market accounts 1,249,102
U.S. equity mutual funds 23,983,774
Non-U.S. equity mutual funds 17,789,228
U.S. fixed income mutual funds 8,722,792
Non-U.S. fixed income mutual funds 2,262,041
Other mutual funds 6,506,281
Real estate funds 2,109,125
Governmental issue and similar bonds 15,014,453
Hedge funds 10,232,523
Private equity 1,430,436
Other 3,500
$ 89,397,491
Investment return consists of the following:
Investment income $ 238,379
Net realized and unrealized losses on investments
reported at fair value (1,691,847)
$ (1,453,468)

Investments held in trust are deposited with U.S. Bank Institutional Trust, Benjamin F. Edwards &
Co., and Bank of America, N.A. or arein municipal bonds and other investments.

Investment expenses incurred for the year ended June 30, 2016, totaled $109,090.

Alternative Investments

The fair value of aternative investments has been estimated using the net asset value per share of

the investments. The investment strategies and any redemption restrictions are disclosed in
Note 12. Alternative investments held at June 30, 2016, consist of the following:

June 30, 2016

Unfunded Redemption
Fair Value Commitments Notice Period
Multistrategy hedge funds $ 4,778,095 $ - 95 days
Real estate funds 146,238 - 45 - 60 days
Private equity funds 1,430,436 1,804,086 N/A

12



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Note 5: Related Party Transactions

The Foundation received contributed personnel services from the University of $2,459,022 for the
year ended June 30, 2016. The contributed personnel services are based on costs incurred by the
University. The Foundation receives administrative support outside of personnel services from the
University without charge.

The University pays the Foundation for space occupied by various University departments within
the Kenneth E. Meyer Alumni Center. Rental payments for the year ended June 30, 2016, were
$502,557 and are included in rental income. Pledges payable, accounts payable and accrued
expenses include $2,658,784 due to the University at June 30, 2016.

In 1982 the University’ s Board of Governors authorized the transfer of its endowment fund of
$199,762 to the Foundation for management purposes. This balance is shown on the Foundation’s
statement of financial position as funds managed for Missouri State University. All investment
earnings from these funds have been recorded in the accounting records of the Foundation. All
endowment additions since 1982, including gifts, student fees designated for endowment and other
income, have been recorded in the Foundation accounting records.

Note 6: Other Assets

Investments Held for Resale

Investments held for resale consist of tangible personal property and publicly traded common stock
which are carried at the fair value as of the date received. These investments totaled $123,126 at
June 30, 2016.

Real Estate Held for Resale

Real estate held for resale consists of property donated to the Foundation, which is carried at the
fair value as of the date of the gift, unless the fair value has declined subsequent to that date. This
property totaled $192,500 at June 30, 2016.

Note 7.  Split-Interest Agreements, Annuities and Trusts

The Foundation is one beneficiary of a perpetual split-interest trust which is held by others. The
fair value of the Foundation’sinterest in the trust at June 30, 2016, is $85,233. Theincome
received by the Foundation from this trust was $5,296 for thisfiscal year. The Foundation also is
the beneficiary of three charitable remainder trusts with afair value at June 30, 2016, of $632,724.

13



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

The Foundation has entered into annuity agreements with various individuals whereby the
annuitants have given certain assets to the Foundation on the condition that the Foundation pay
stipulated amounts periodically to the annuitants during their lifetime. Any assets remaining upon
the death of the annuitants become the property of the Foundation and available for its use, subject
to the restrictions of the annuity agreement, if any. There was no revenue recognized by the
Foundation under these agreements during the year ended June 30, 2016.

The annuity obligation at June 30, 2016, of $190,724 was calculated over the terms of the
agreements based on the rates for government securities with similar maturities.

Note 8: Pledges Receivable

Pledges receivable are a credit risk to the extent donors choose not to complete their pledge
payments. Discount rates ranged from .60% to 3.30%. Pledges receivable consist of the following
unconditional promisesto give at June 30, 2016:

Due within one year $ 6,276,936
Duein oneto five years 14,179,510
Due in more than five years 23,001,229
43,457,675

Less: Allowance for doubtful accounts 299,654
Unamortized discount 7,822,352
8,122,006

$ 35,335,669

Pledges are included in the following net asset classification:

Temporarily restricted $ 34,104,641
Permanently restricted 1,231,028
$ 35,335,669

Refer to Notes 13 and 14 for additional disclosures regarding significant concentrations and
uncertainties within the pledge receivable balance at June 30, 2016.

14



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Note 9: Leases

Noncancelable leases for space in the Kenneth E. Meyer Alumni Center expirein various years
through 2021. Several of these leases contain renewal options for periods ranging from one to

three years. Future minimum lease income at June 30, 2016, is as follows: 2017 — $668,638; 2018

—$159,768; 2019 — $101,606; 2020 — $84,314; 2021 — $78,101.

Note 10: Temporarily Restricted Net Assets

Temporarily restricted net assets at June 30, 2016, are available for the following purposes:

Any purpose, time restricted $

Instruction and academic program support 14,893,387
Student services 3,939,182
Institutional support 38,557,555
Scholarships 17,896,614
Broadcast services 3,361,084

$ 78,682,240

Note 11: Permanently Restricted Net Assets

Permanently restricted net assets at June 30, 2016, are restricted to investments in perpetuity, the

revenue from which is expendabl e to support:

Instruction and academic program support $ 15,936,965
Student services

Institutional support 1,815,829
Scholarships 31,312,238

Broadcast services

$ 50,031,107

15



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Note 12: Disclosures About Fair Value of Assets and Liabilities

Fair value is the price that would be received to sell an asset or paid to transfer aliability in an
orderly transaction between market participants at the measurement date. Fair value measurements
must maximize the use of observable inputs and minimize the use of unobservableinputs. Thereis
ahierarchy of three levels of inputs that may be used to measure fair value:

Level 1  Quoted pricesin active markets for identical assets or liabilities.

Level 2  Observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities, quoted pricesin markets that are not active; or other inputs that are
observable or can be corroborated by observable market datafor substantially the full
term of the assets or liabilities.

Level 3  Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.

Recurring Measurements
The following table presents the fair value measurements of assets recognized in the accompanying

statement of financial position measured at fair value on arecurring basis and the level within the
fair value hierarchy in which the fair value measurementsfall at June 30, 2016.

16



Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Fair Value Measurements Using

Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
Cash equivalents $ 580038 $ 580038 $ - 8 -
Money market accounts 1,249,102 1,249,102 - -
U.S. equity mutual funds 23,983,774 23,983,774 - -
Non-U.S. equity mutual funds 17,789,228 17,789,228 - -
U.S. fixed income mutual funds 8,722,792 3,131,616 5,591,176 -
Governmental issue and similar bonds 15,014,453 - 15,014,453
Non-U.S. fixed income mutual funds 2,262,041 2,262,041 - -
Other mutual funds 6,506,281 128,455 1,599,731 -
Real Estate Funds 2,109,125 1,962,887 - 146,238
Hedge funds 15,010,618 2,971,773 7,260,750 4,778,095
Private equity 1,430,436 - - 1,430,436
Other 3,500 3,500 - -
Investments held in trust
Mutual funds 375,660 375,660 - -
Other 342,297 257,064 - 85,233

$100,599,692 $ 59915485 $ 29,466,110 $ 6,440,002

Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on arecurring basis and recognized in the accompanying statement of financial position,
as well asthe general classification of such assets pursuant to the valuation hierarchy. There have
been no significant changes in the valuation techniques during the year ended June 30, 2016. For
assets classified within Level 3 of the fair value hierarchy, the process used to develop the reported
fair value is described below.
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Missouri State University Foundation
Notes to Financial Statements
June 30, 2016

Investments

Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy. Level 1 securitiesinclude cash equivalents, money market
funds, equity securities, hedge funds and mutual funds. If quoted market prices are not available,
then fair values are estimated by using pricing models, quoted prices of securities with similar
characteristics or discounted cash flows. Level 2 securities include mutual funds and hedge funds.
Inputs used to value Level 2 securitiesinclude interest rates for similar debt securities and Treasury
obligations with similar maturities and net asset values provided by funds as a practical expedient.
In certain caseswhere Level 1 or Level 2 inputs are not available, securities are classified within
Level 3 of the hierarchy and include real estate funds, hedge funds and private equity funds. The
net asset value (or its equivalent) provided by the fund is utilized, as a practical expedient, to
determine fair value of these Level 2 and Level 3 investments. The funds are classified asLevel 3
if they may not be redeemable in the short-term. More information about each investment valued
using net asset value as a practical expedient is as follows:

Hedge funds — This category includes investment in a hedge fund whose objective isto generate
consistent long-term capital appreciation with low volatility and little correlation with the equity
and bond markets through a portfolio having adiversified risk profile. The fund’s ability to satisfy
redemption requestsis largely contingent upon its ability to redeem assets from private investment
funds. Redemptions could generally be made as of the end of any calendar quarter upon 90 — 100
days prior to written notice to the administrator. Investmentsincluded in Level 1 include mutual
funds that implement strategies designed to provide a different risk and return pattern than
traditional mutual funds but do have observable inputs.

Real estate funds — This category is an investment in two different real estate investment trusts
(REITs), which areinvested in real estate for current income or capital appreciation or both. All or
aportion of shares can be redeemed on a quarterly basis by giving written notice at least 45— 60
days prior to the end of the quarter. However, both funds have currently stopped investor
liquidations until further notice.

Private equity — This category includes three funds that operate as “fund of funds’ investment
vehicles that seek to realize long-term returnsin excess of those available through conventional
investments primarily by investing in adiversified group of closed end private funds focused on
investment partnerships.

Investments Held in Trust

Fair valueis estimated at the present value of the future distributions expected to be received over
the term of the agreement. Due to the nature of the valuation inputs, the investments are classified
aslLevel 1, Level 2 and Leve 3 of the hierarchy. The Level 3 investments are the Foundation’s
beneficial interest in trusts. Fair value is determined based on the market value of the securities
held in the trusts and the Foundation’ s proportional beneficial interest.
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Level 3 Reconciliation

The following is a reconciliation of the beginning and ending balances of recurring fair value
measurements recognized in the accompanying statement of financial position using significant
unobservable (Level 3) inputs:

Investments
Real Estate Private Held in Hedge
Funds Equity Trust Funds
Balance July 1, 2015 $ 754173 $ 1422874 $ 91,348 $ 7,993,933
Total realized and unrealized
gains and losses included in change in
net assets 18,128 68,329 (6,115) (364,722)
Purchases - 221,967 -
Settlements (626,063) (282,734) -
Transfer to Level 2 - - - (2,851,116)
Balance June 30, 2016 $ 146238 $ 1430436 $ 85233 $ 4,778,095
Total gainsor losses for the year included
in change in net assets attributable to
the change in unrealized gains or
losses related to investments still
held at the reporting date
Y ear ended June 30, 2016 $ 18,128 $ 68,329 $ (6,115) $ (302,107)

The Foundation held a hedge fund that was valued at net asset value but classified as Level 3 dueto
lack of redemption provisions. The Foundation was able to liquidate a significant portion of the
investment subsequent to year end. The ability to liquidate the investment changed the
classification from Level 3to Level 2.

Unobservable (Level 3) Inputs

The following table presents quantitative information about unobservable inputs used in recurring
(and nonrecurring) Level 3 fair value measurements (other than goodwill).
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Real estate funds
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Investments held in trust

Hedge funds

Fair Value of Financial Instruments

Notes to Financial Statements
June 30, 2016

Range
Fair Value Valuation Unobservable (Weighted
at 6/30/2016 Technique Inputs Average)
$ 146,238 Net asset value Liquidation 0%
Discount Rate
$ 1,430,436 Net asset vaue Liquidation 0%
Discount Rate
$ 85,233 Market value of Liquidation 0%
underlying Discount Rate
securities
$ 4,778,095 Net asset value Liquidation 0%
Discount Rate

The following method and assumptions were used to estimate the fair value of all other of financial
instruments recognized in the accompanying statement of financial position at amounts other than

fair value.

Cash Equivalents

The carrying amount approximates fair value.

Pledges Receivable

The carrying amount is a reasonabl e estimate of fair value as described in Note 8, which is
estimated by discounting the cash flows of the future payments expected to be received.

Annuities and Trusts Payable

Fair values of the annuity and trust obligations are based on the present value of the estimated
annuity or other payments under such obligations.

Note 13: Significant Estimates and Concentrations

Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due to certain concentrations. Those

matters include the following:
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Contributions and Pledges Receivable

Approximately 19% of al contributions were received from one donor in 2016.

Approximately 63% of the net pledges receivable balance outstanding at June 30, 2016, was due
from the Trust of John Q. Hammons (the “ Trust”). Refer to Note 14 for potential uncertainty
regarding future collectability of the net pledge receivables.

Investment Securities

The Foundation invests in various investment securities. Investment securities are exposed to
various risks such as interest rate, market and credit risks. Dueto the level of risk associated with
certain investment securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and that such change could materially affect the
amounts reported in the accompanying statement of financial position.

Note 14: Uncertainties of Future Collectability of Significant Pledge Receivable

The Trust (Note 13) and more than 70 entities associated with the Trust (the John Q. Hammons
Entities) filed for bankruptcy protection in the federal bankruptcy court in Kansas City, Kansas, on
June 26, 2016. The entities are believed to include substantially al the hotel operating entities of
the John Q. Hammons enterprise. The Trust is scheduled to make scheduled payments to the
Foundation towards the pledge receivable on April 1 and October 1. The Foundation received the
October 1, 2016, scheduled payment of $463,004 on September 20, 2016. The balance of the net
pledge receivable is $22,186,917. The John Q. Hammons Entities have been operating in the
ordinary course and making payments to creditors, including the Foundation, pursuant to orders
approved periodically by the bankruptcy court. Similar orders will need to be entered by the
bankruptcy court in the future for the John Q. Hammons Entities to continue operating in the
ordinary course and paying creditors during the pendency of the bankruptcy case. The Foundation
cannot speculate on the outcome of the bankruptcy case and the ability for future paymentsto
creditors, including the Foundation, and are dependent on the decisions determined by bankruptcy
court. Based on these factors, there is no allowance recorded for this pledge as the uncollectible
amount, if any, cannot be reasonably estimated. Asthe case progresses, more information might be
obtained that could significantly effect the balance of the net pledge receivable.

Note 15: Subsequent Events

Subsequent events have been evaluated through the date of the Independent Auditor’s Report,
which isthe date the financial statements were available to be issued.
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