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Tab 1 
MINUTES OF THE BOARD OF DIRECTORS 

UNIVERSITY OF LOUISVILLE FOUNDATION, INC. 
 

In Open Session 
 
Members of the University of Louisville Foundation, Inc. Board of Directors met on June 1, 
2010, at 12:05 p.m., in the Jefferson Room, of Grawemeyer Hall on Belknap Campus, with 
members present and absent as follows: 
 
Present: Mr. J. Chester Porter, Chair  

Mr. Kevin Cogan 
Mr. Burt Deutsch  
Mr. Owsley Frazier 
Dr. Salem George  
Ms. Joyce Hagen 
Ms. Margaret Handmaker 
Mr. Harry Jones 
Dr. James R. Ramsey 
Mr. Sam Rechter 
Mr. Eddy Roberts 

  Mr. Robert W. Rounsavall, III 
Dr. William Selvidge 
Mr. Frank Weisberg 
Mr. William Wilcox 

 
From Legal 
Counsel: Mr. Tom Halbleib, Jr., Stites & Harbison 
 
Guests: Mr.  Bob Gunnell, Peritus Public Relations  
 
From the  
University: Dr. Shirley Willihnganz 

Dr. Larry Cook 
Dr. William Pierce 
Mr. Mike Curtin 
Mr. Joe Gahlinger 
Mrs. Kathleen Smith 

  Mrs. Debbie Dougherty 
 

I. Call to Order 
 



Chair Porter called the meeting to order at 12:05 p.m.      
             
II. Consent Agenda        

Chair Porter read the consent agenda items.  
  
Approval of Minutes 
 March 8, 2010         

 From the Finance Committee:      
 Information Item:  Quarterly Investment Performance Report    
 Information Item:  Interim Financial Statements through 

March 31, 2010         
 Action Item:  Approval of 2010-11 Operating Budget 
 Action Item:  Approval of Additional Investment in MALT 
 Action Item:  Approval of Termination of EARNEST Partners and hiring 

EatonVance 
 

Hearing no objection, Mr. Rechter made a motion, which Mr. Jones seconded, to 
approve the consent agenda.  The motion passed.  Mr. Deutsch recognized the record of 
the Foundation’s endowment to outperform similar endowment funds. 

 
III. Action Item:  Approval of Policies  

 
President Ramsey reported the following four policy recommendations relate to 
compliance policies applying to the Foundation through its agency agreement with the 
University.  On advice of board counsel and with support of the Audit Committee, the 
proposed policies further enhance the transparent operations of the Foundation.  Vice 
President Curtin summarized each of the four policies. Mr. Deutsch made a motion, 
which Mr. Wilcox seconded to approve the 
 

President’s recommendation that the Board of Directors approve the 
following Non-Retaliation/Non-Retribution policy: 
 

Non-Retaliation/Non-Retribution Policy 
 

This Policy of the University of Louisville Foundation (the “Foundation”): 
(1) encourages staff and volunteers to come forward with credible 
information on illegal practices or serious violations of adopted policies of 
the Foundation; (2) specifies that the Foundation will protect the person 
from retaliation; (3) identifies where such information can be reported; and 
(4) indicates how such reports will be handled. 
 
The Foundation requires all directors, officers, staff and volunteers to 
observe the highest standards of business and personal ethics in the conduct 
of their duties and responsibilities.  As representatives of the Foundation, 
such individuals must practice honesty and integrity in fulfilling 



responsibilities and complying with all applicable laws, regulations and 
policies. 
 
Encouragement of reporting: The Foundation encourages complaints, 
reports or inquiries about illegal practices or serious violations of the 
Foundation’s policies, including illegal or improper conduct by the 
Foundation itself, by its leadership, or by others on its behalf.  Appropriate 
subjects to raise under this policy would include financial improprieties, 
accounting or audit matters, ethical violations, or other similar illegal or 
improper practices or policies.  Other subjects on which the Foundation has 
existing complaint mechanisms should be addressed under those 
mechanisms, such as raising matters of alleged discrimination or 
harassment via the Foundation’s human resources channels, unless those 
channels are themselves implicated in the wrongdoing.  This policy is not 
intended to provide a means of appeal from outcomes in those other 
mechanisms. 
 
Protection from retaliation:  The Foundation prohibits retaliation by or on 
behalf of the Foundation against directors, officers, staff or volunteers for 
making good faith complaints, reports or inquiries under this policy or for 
participating in a review or investigation under this policy.  This protection 
extends to those whose allegations are made in good faith but prove to be 
mistaken.  The Foundation reserves the right to discipline persons who 
make bad faith, knowingly false, or vexatious complaints, reports or 
inquiries or who otherwise abuse this policy. 
 
Where to report:  Complaints, reports or inquiries should describe in detail 
the specific facts demonstrating the bases for the complaints, reports or 
inquiries, and should be directed as follows:   
 
(1)  Staff and Volunteers.  In the case of staff and volunteers, such person’s 
supervisor is normally in the best position to address an area of concern.  If 
the staff member or volunteer is not comfortable speaking with his or her 
supervisor, or is not satisfied with the supervisor’s response, such person is 
encouraged to speak with anyone in management that he or she is 
comfortable approaching.  Supervisors are required to report such 
complaints that are considered illegal practices or serious violations to the 
Foundation’s President or Chairman of the Board of Directors. 
 
(2) Directors and Officers.  In the case of directors and officers, complaints 
should be directed to the Foundation’s Chairman of the Board of Directors 
or President; if both of those persons are implicated in the complaint, 
report or inquiry, it should be directed to the Chair of the Foundation’s 
Audit Committee, board counsel, or similar individual. 
 



How reports will be handled:  The Foundation will conduct a prompt, 
discreet, and objective review or investigation.  Complaints, reports or 
inquiries may be made under this policy on a confidential or anonymous 
basis.  Any such complaints, reports or inquiries will be kept confidential to 
the extent possible, consistent with the need to conduct an adequate 
investigation.  Directors, officers, staff or volunteers must recognize that the 
Foundation may be unable to fully evaluate a vague or general complaint, 
report or inquiry that is made anonymously.  Within a reasonable time 
period following receipt of a complaint, report or inquiry, the Foundation 
will acknowledge receipt and provide, through its Audit Committee, the 
sender with information as to whether an investigation will follow.  Where 
appropriate, a final response will be issued to the sender, which may 
confirm that action was taken and/or the matter is closed.  The extent of 
information disclosed in such a response will depend on the nature of the 
report and any legal and confidentiality issues. 

 
 
The motion passed.  

 
Mr. Rechter made a motion, which Mr. Jones seconded, to approve the  

 
President’s recommendation that the Board of Directors approve the 
following Joint Venture Policy. 

 
Joint Venture Policy 

 
This Joint Venture Policy of the University of Louisville Foundation (the 
“Foundation”) requires that the Foundation evaluate its participation in 
joint venture arrangements under federal tax law and take steps to 
safeguard the Foundation’s exempt status with respect to such 
arrangements.  It applies to any joint ownership or contractual 
arrangement through which there is an agreement to jointly undertake a 
specific business enterprise, investment, or exempt-purpose activity as 
further defined in this policy.  In compliance with the Internal Revenue 
Service guidelines for approval and management of any joint venture or 
similar arrangements entered into by the Foundation, the Board of 
Directors adopts the following guidelines. 
 
A.  Joint ventures or similar arrangements with taxable entities.  For 
purposes of this policy, a joint venture or similar arrangement (or a 
“venture or arrangement”) means any joint ownership or contractual 
arrangement through which there is an agreement to jointly undertake a 
specific business enterprise, investment, or exempt-purpose activity without 
regard to: (1) whether the Foundation controls the venture or arrangement; 
(2) the legal structure of the venture or arrangement; or (3) whether the 
venture or arrangement is taxed as a partnership or as an association or 



corporation for federal income tax purposes.  Such a venture or 
arrangement may include both taxable and tax-exempt activities. 
 
B.  Safeguards to ensure exempt status protection.  The Foundation will: (a) 
negotiate in its transactions and arrangements with other members of the 
venture or arrangement such terms and safeguards adequate to ensure that 
the Foundation’s exempt status is protected; and (b) take steps to safeguard 
the Foundation’s exempt status with respect to the venture or arrangement.  
Such terms shall be in writing in the operating agreement of the venture or 
arrangement and any other agreement, as applicable, and shall include the 
following minimum requirements: 
 
(i) control over the venture or arrangement sufficient to ensure that it 
furthers the exempt purpose of the Foundation; 
 
(ii) requirements that the venture or arrangement gives priority to exempt 
purposes over maximizing profits for the other participants; 
 
(iii) that the venture or arrangement not engage in activities that would 
jeopardize the Foundation’s exemption;  
 
(iv) returns of capital, allocations, and distributions be made in proportion 
to respective ownership interests; and 
 
(v) that all contracts entered into with the Foundation be on terms that are 
arm’s length or more favorable to the Foundation.  
 
When there is any question as to whether a particular venture or 
arrangement may pose a risk to the Foundation’s tax-exempt status, a 
decision to enter into such venture or arrangement shall be made only after 
consultation with board counsel. 

 
 The motion passed. 
 
 Dr. George made a motion, which Mr. Deutsch seconded, to approve the  
 

President’s recommendation that the Board of Directors approve the 
following Conflict of Interest Policy: 
 
This policy governs conflicts of interest and applies to situations involving 
the University of Louisville Foundation, Inc. (the “Foundation”) to insure 
its transactions are conducted with integrity and free from any real or 
apparent conflict of interest.  This policy outlines the guiding principles and 
procedures utilized by the Foundation to identify and manage conflicts of 
interest that present a significant risk to the actual or perceived objectivity 
of transactions conducted in the name of the Foundation. 



 
The following principles shall guide the institution in addressing conflict of 
interest: 

• Because it is critical to the mission and reputation of the Foundation to 
maintain the public’s trust, institutional activity must not be compromised 
or perceived as biased by financial and business consideration. 

• Because of its numerous and complex relationships with public and private 
entities, the Foundation must be aware of any relationships involving 
financial gain that may compromise or appear to compromise its integrity. 
 
The following (1) defines conflict of interest; (2) identifies classes of 
individuals within the Foundation covered by this policy; (3) facilitates 
disclosure of information that may help identify conflicts of interest; and (4) 
specifies procedures to be followed in managing conflicts of interest. 
 
Definition of conflict of interest:   A conflict of interest arises when a person 
in a position of authority over the Foundation may personally benefit from 
a decision he or she could make in that capacity, including indirect benefits 
such as to family members or businesses with which the person is closely 
associated.  This policy is focused upon material interest of, or benefit to, 
such persons.  Conflict of interest does not mean the Foundation cannot 
acquire products or services from its directors or officers, or the 
organizations they represent.  This policy is to insure the Foundation can 
maintain an oversight process to mange, reduce, or eliminate institutional 
conflicts of interest. 
 
Individuals covered:  Persons covered by this policy are the Foundation’s 
officers and directors. 
 
Facilitation of disclosure:  All officers and directors shall disclose annually 
to the Chairman of the Board any known conflict of interest and, subject to 
the Chairman’s determination below, shall avoid participating in any 
decision or advocating any subject matter before the Foundation in which 
such officer or director or any member of the officer’s or director’s 
immediate family has a conflict of interest.     
 
In addition, before any meeting of the Board of Directors, an agenda will be 
circulated to each director with agenda items described in sufficient detail 
to allow members of the Board of Directors to identify possible conflicts of 
interest.  Any member of the Board of Directors with a conflict of interest, 
not already declared, will submit his or her conflict in writing to the 
Chairman prior to the introduction of the agenda item in question.  The 
written disclosure will explain: (a) that a conflict of interest may exist; (b) 
the nature and extent of the conflict; and (c) the nature and amount of the 
potential direct or indirect benefit to the member of the Board of Directors.  
Such disclosure shall be noted in the board’s record relating to the agenda 



item in question. 
 
Procedures to manage conflicts:  For each interest disclosed to the 
Chairman of the Board of Directors, whether through annual disclosure or 
directly related to a meeting of the Board of Directors, the Chairman will 
determine whether to: (a) take no action; (b) assure full disclosure to the 
Board of Directors and other individuals covered by this policy; (c) ask the 
person to recuse from participation in related discussions or decisions 
within the Foundation; or (d) ask the person to resign from his or her 
position in the Foundation or, if the person refuses to resign, become 
subject to possible removal in accordance with the Foundation’s 
procedures.  Failure to disclose a conflict of interest may result in 
disciplinary action and/or removal. 

 
 The motion passed. 
 
 Mr. Deutsch made a motion, which Mr. Wilcox seconded, to approve the  
 

President’s recommendation that the Board of Directors approve the 
following Document Integrity Policy and Record Retention Schedule: 
 

 
Document Integrity Policy 

The University of Louisville Foundation (“Foundation”) is responsible for 
the maintenance of documentation supporting the proper use of its 
resources and the private support that furthers the realization of its 
mission.  The Foundation commits to conducting its affairs in full 
compliance with the law and with its own policies and procedures, including 
record retention requirements (see attached) established by federal, state, 
local, and other oversight agencies.  To ensure the integrity of all 
Foundation documents, on an annual basis, every officer and director will 
affirmatively agree, in writing, to comply with this policy. 
 
Policy 
 
It is against Foundation policy and may be illegal to alter, cover up, falsify 
or destroy any document (or persuade someone else to do so) to prevent its 
use in an official proceeding. “Documents” in this case include written, 
electronic (e.g. email) and verbal (e.g. voice mail).   
 
At the same time, it is understood that the Foundation needs to maintain 
appropriate records of its operations, e.g. financial records, significant 
contracts, employment files and fundraising obligations, as well as dispose 
of unnecessary, outdated, and unofficial/draft documents and files when 
warranted. The attached document retention schedule outlines the period of 
time for which the Foundation should retain specific documents. 



 
 The motion passed. 
 
IV. Report of the President 

 
President Ramsey discussed the status of the state budget as it related to Passport, the 
only successful Medicaid program in the state.   President Ramsey provided a history of 
the QCCT agreement, which helps cover a portion of the unreimbursed care for indigent 
patients.  He noted Dr. Cook negotiating with Kentucky’s Secretary of Health and 
Family Services Cabinet to secure Passport funding effective July 1.  Dr. Cook 
concurred, noting Passport is a nationally recognized program with high quality 
success.  He recognized Ms. Hagen, who has served as president for 11 years with 
Passport. The contract expires June 30.   
 
President Ramsey expressed concern over media representatives who choose not to 
report accurately.  The UofL Foundation opened its meetings to the public several years 
ago and its financial records are now available on our website.  The University is 
committed to provide transparency of its information.   
 
President Ramsey noted that without the UofL Foundation’s financial support, the 
University could not continue to move forward and have the impact on the community 
it has had - $1.2 billion over 6 years.  With the current state budget in place, the 
University has experienced 11 budget cuts in 11 years and the state’s economic impact 
has stagnated.   
 
President Ramsey showed a video summarizing the University’s successes over the last 
year.   

 
VIII. Report of the Chair  
 

The Chair had no report. 
 
IX. Adjournment   
 

The meeting adjourned at 12:35 p.m. 
 
 



Record Retention Schedule 

Record          # of Years 
Organizational Records: 
Articles of incorporation and all amendments thereon     Permanent 
Annual financial statements including Audit Reports     Permanent 
By-laws and all amendments thereon       Permanent 
Business licenses          Permanent 
Correspondence 

• General         6 years 
• Legal          Permanent 
• Members or constituents       6 years 

Federal, state and local exemption applications including related correspondence. 
• Income tax         Permanent 
• Sales and use taxes        Permanent 
• Personal property        Permanent 

Minutes of the Board of Directors and any committee with similar responsibilities Permanent 
Mortgage loans and settlement sheets       Permanent 
Patents, trademarks and other intangibles       Permanent 
Training manuals          Permanent 
 
Insurance records: 
Accident reports          6 years 
Fire inspection reports         6 years 
Insurance policies - property, liability, fidelity bond and similar line of  

coverage, Directors & Officers, etc.       6 years 
Safety records          6 years 
Settled insurance claims         3 years 
 
Tax returns: 
Income tax and informational (federal, state and local) 

• Form 990-T & others        Permanent 
• Form 5500         Permanent 

Magnetic tape and similar records        1 year 
Other Federal and state forms (Examples, 1099s, 1096, 942, etc.)    6 years 
Payroll taxes 

• W2 & W3         Permanent 
• Form 941         6 years 
• State withholding forms       6 years 
• State unemployment returns       6 years 

Personal property          6 years 
 
Sales and use           6 years 
Testing and compliance documentation for employee benefit plans    6 years 
 



Record Retention Schedule 
Record          # of Years 
Personnel: 
Benefit plan documents and related modifications      Permanent 
Employment contracts or similar documentation, pay history and related  

information and payroll election form for benefits including: 
Pension*          *6 years  
Health coverage*         after  
Other benefits*            termination  
                    of employment 
Federal forms (w-4, I-9, etc.)         6 years 
Garnishment agreements and related correspondence     6 years after  

completion 
Summary Annual Reports         Permanent 
 
Accounting records: 
Annual budgets and approved revisions thereon      3 years 
Bank reconciliation          3 years 
Bank statements and related cancelled checks, bank credits and debits  6 years 
Books of original entries, such as 
Cash receipts/Accounts Receivable           6 years 

• Cash disbursements/Accounts payable     6 years 
• Sales          6 years 
• Purchases         6 years 

Chart of accounts          6 years 
Contracts, leases and similar agreements – relating to purchase or sale of assets 6 years  

(after 
disposition of  asset) 

Contracts, leases and similar agreements –  
Construction, collective bargaining, affiliation and others of a  
similar nature         Permanent 

Daily time records          6 years 
Depreciation records          6 years 
General and subsidiary ledgers        6 years 
Internal and interim financial statements       6 years 
Internal work orders          6 years 
Inventory counts and related cost records       6 years 
Investment custodial and advisory statements      6 years 
Vendor invoices and other supporting documentation     6 years 
 
Electronic messaging: 
Electronic mail (Applies to official email that does not fit a category above) 3 months 
Voice mail (Applies to materially substantive, official voice mail that   1 month 
does not fit a category above)   
 



Additionally, Director and Officers will annually submit the following attestation: 
 
To ensure the integrity of all essential Foundation documents, I agree that I will not alter, cover 
up, falsify or destroy any essential Foundation document (as outlined in the above attachment). 
In addition, before any of the materials outlined is destroyed, I will obtain written authority 
from the individual responsible for the area in which the document was created. I expressly 
agree that I will not destroy any document that in any way relates to a potential or actual 
official investigation. 
 
 
 
____________________________________                      _______________________ 
Signature       Date 
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Endowment Performance Comparison
(net returns)

Note: Periods of ULF Endowment outperformance in green, periods of underperformance in red.

Last Quarter CYTD 1 Year 3 Year 5 Year Annual
4/1/2010 1/1/2010 7/1/2009 7/1/2007 7/1/2005 7/1/1995-
6/30/2010 6/30/2010 6/30/2010 6/30/2010 6/30/2010 6/30/2010

University of Louisville Endowment -4.8 % -2.0 % 15.2 % -3.6 % 3.9 % 10.0 %

Asset Allocation Benchmark -6.7 % -3.4 % 13.7 % -4.1 % 3.8 % 7.8 %

Cambridge Associates Endowment Median -4.9 % -2.1 % 12.4 % -3.6 % 3.7 % 7.9 %

Pool Size 415 415 415 404 390 238

Percentile 47 48 8 51 44 8

CA College and  University Median -4.8 % -1.6 % 12.4 % -3.9 % 3.8 % 7.8 %

Pool Size 147 147 147 143 141 111

Percentile 51 56 8 44 48 9

CA College and University $700-$900 mm Median -4.8 % -1.6 % 12.9 % -4.3 % 3.6 % 8.0 %

Pool Size 6 6 6 6 6 4

Percentile 80 80 0 20 40 0



Recent Value Changes in Endowment
(in thousands)

FY 09 Ended 
6/30/09

FYTD Ended 
6/30/2010

Beginning Market Value $ 747,049 $ 571,794

Ending Market Value $ 571,794 $ 637,761

Change  ($ 175,255) $ 65,967

Net Contributions  ($ 11,602)  ($ 7,027)

Market Change  ($ 163,653) $ 72,994



Total Return Analysis
July 1, 1995- June 30,2010

Since 1995, the Foundation’s portfolio has added $ 203.7 mm. more wealth compared to the 
CA College and University Median, and $174.9 mm. compared to the Asset Allocation 
Benchmark.

July 1, 1995 - June 30, 2010
TOTAL RETURN ANALYSIS
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Endowment Performance by Composite

4/1/2010 1/1/2010 7/1/2009 7/1/2007 7/1/2005
6/30/2010 6/30/2010 6/30/2010 6/30/2010 6/30/2010 Annualized

Asset Class

Market 
Value ($ 

mm.)
% of Total 
Portfolio

Target 
Asset 

Allocation
Latest 

Quarter CYTD 1 Year 3 Year 5 Year Since 1990

U.S. Equity 125.8 19.7% 18.0 %  (9.5 %)  (5.3 %) 21.3 %  (5.0 %) 1.3 % 9.8 %

Russell 3000 Index  (11.3 %)  (6.0 %) 15.7 %  (9.5 %)  (0.5 %) 7.8 %

CA U.S. Equity Manager Median  (10.7 %)  (4.8 %) 16.5 %  (8.6 %) 0.3 % 9.3 %

Developed Global Ex. U.S. Equity 93.6 14.7% 15.0 %  (9.0 %)  (5.4 %) 11.0 %  (8.2 %) 2.9 % 8.7 %

MSCI EAFE Index  (14.0 %)  (13.2 %) 5.9 %  (13.4 %) 0.9 % 3.5 %

CA Global Ex. U.S. Equity Manager Median  (12.3 %)  (10.9 %) 9.0 %  (11.9 %) 2.3 % ---

Emerging Markets Equity 43.6 6.8% 9.0 %  (6.8 %)  (4.7 %) 24.8 %  (3.2 %) 10.1 % 16.2 %

MSCI Emerging Markets Index  (8.3 %)  (6.0 %) 23.5 %  (2.2 %) 13.1 % 18.6 %

CA Emerging Markets Equity Manager Median  (8.3 %)  (5.7 %) 24.0 %  (3.5 %) 12.2 % ---

Fixed Income 88.9 13.9% 13.0 % 4.7 % 6.8 % 13.1 % 7.7 % 5.7 % 7.2 %

BC Agg. 65% /Citi Wld. Government 35% Blended Index 2.4 % 3.1 % 7.2 % 7.7 % 5.4 % 7.1 %

CA Core Bond Manager Median 3.3 % 5.3 % 10.3 % 7.8 % 5.7 % 7.1 %



Endowment Performance by Composite
(cont.)

4/1/2010 1/1/2010 7/1/2009 7/1/2007 7/1/2005
6/30/2010 6/30/2010 6/30/2010 6/30/2010 6/30/2010 Annualized

Asset Class
Market 

Value ($ 
% of Total 
Portfolio

Target 
Asset 

Latest 
Quarter  CYTD 1 Year 3 Year 5 Year Since 1990

Marketable Alternatives 148.3 23.2% 20.0 %  (2.9 %) 0.1 % 12.6 % 0.6 % 5.3 % 5.3 %

HFRI Fund of Funds Index  (2.6 %)  (1.2 %) 4.7 %  (4.0 %) 2.3 % 2.3 %

CA Fund of Funds Hedge Fund Manager Median  (2.6 %)  (0.2 %) 7.9 %  (1.9 %) 3.8 % 3.9 %

Real Assets 57.4 9.0% 13.0 %

Marketable Real Assets 50.7 7.9%  (8.3 %)  (6.8 %) 22.4 %  (9.0 %) 2.3 % ---

Total Non-Marketable Real Assets 6.7 1.1% --- 1.4 %  (6.9 %)  (4.0 %)  (1.7 %) 2.9 %

Total Non-Marketable Assets ex. Real Assets 64.5 10.1% 12.0 % --- 2.0 % 9.0 %  (0.9 %) 11.5 % 24.5 %

PNC Schoen 1.4 0.2%  (13.5 %)  (11.7 %) 7.7 % --- ---  (15.7 %)

Cash Pending Placement -9.9 -1.5% --- --- --- --- --- ---

Unitrust 4.4 0.7%  (11.6 %)  (6.5 %) 14.9 %  (9.6 %)  (0.6 %)  (0.9 %)

UHI Line of Credit 19.6 3.1% 0.8 % 1.6 % 3.3 % --- --- 3.6 %

TOTAL Assets 637.8 100.0% 100.0 %  (4.8 %)  (2.0 %) 15.2 %  (3.6 %) 3.9 % 10.1 %

GDP Deflator 0.9% 0.9% 0.4% 1.5% 2.2% 2.2%
Total Spending Rate 1.9 % 1.9 % 7.5 % 7.0 % 6.0 % 6.0 %

Real Growth  (6.7 %)  (3.8 %) 7.7 %  (10.7 %)  (2.1 %) 4.1 %

LAND & BUILDING HOLDINGS Cost Depreciation Income
81,611,870 6,169,066 1,150,834



Marketable Alternative Performance

4/1/2010 1/1/2010- 7/1/2009- 7/1/2007 - 7/1/2005 -
6/30/2010 6/30/2010 6/30/2010 6/30/2010 6/30/2010 Annualized

Asset Class
Market Value 

($ mm.)
% of Total 
Portfolio

Latest 
Quarter CYTD 1 Year 3 Year 5 Year Since 1990

ABSOLUTE RETURN

Multi-Strategy Arbitrage 36.0 mm 24.3%  (2.3 %) 2.0 % 13.0 %  (0.5 %) 6.2 % 5.6 %

Event-Driven 19.5 mm 13.2%  (2.4 %)  (1.2 %) 12.5 % 1.3 % 5.3 % 5.1 %

Credit Arbitrage 1.0 mm 0.7%  (0.1 %) 1.1 % 11.1 % 10.2 % 8.6 % 8.2 %

Distressed 19.4 mm 13.1%  (0.4 %) 6.0 % 28.9 % 2.2 % 7.9 % 8.1 %

LONG/ SHORT

U.S. Long/Short 30.8 mm 20.8%  (3.3 %) 1.3 % 14.6 % 0.7 % 4.7 % 5.1 %

Global/Regional Long/Short 41.6 mm 28.0%  (4.7 %)  (4.3 %) 4.9 %  (1.9 %) 3.2 % 3.2 %

TOTAL 148.3 mm 100.0%  (2.9 %) 0.1 % 12.6 % 0.6 % 5.3 % 5.3 %



Non-Marketable Performance
As of March 31, 2010



 
 
 
 

Tab 3 
RECOMMENDATION TO THE BOARD OF DIRECTORS 

UNIVERSITY OF LOUISVILLE FOUNDATION, INC., CONCERNING   
INVESTMENTS IN FIRST STATE INVESTMENTS AND 

OVERLOOK INVESTMENTS LIMITED 
 

OCTOBER 28, 2010 
 
 

RECOMMENDATION: 
 
The Finance Committee recommends that the Board of Directors approve the hiring of 
First State Investments and Overlook Investments Limited as Asia regionally-focused, 
long-only equity managers.  The Committee recommends investing a total of $10 
million between the two managers.  These investments will be funded from partial 
redemptions of $5 million each from Sands Capital Management and City of London. 
  
 
Committee Action:    Board Action: 
 
Passed:  ___________    Passed: __________ 
Did Not Pass: _______    Did Not Pass: _____ 
Other: _____________    Other: ___________ 
 
______________________   _________________________ 
Assistant Secretary    Assistant Secretary 
 



Tab 4 
RECOMMENDATION TO THE AUDIT COMMITTEE OF THE  

UNIVERSITY OF LOUISVILLE FOUNDATION, INC. CONCERNING THE 
AUDITED FINANCIAL STATEMENTS FOR YEAR ENDING JUNE 30, 2010 AND 

INDEPENDENT AUDITOR’S REPORT 
 

Audit Committee – October 28, 2010 
Board of Directors – October 28, 2010 

 
 
RECOMMENDATION: 
 
The President recommends that the Board of Directors approve the attached financial 
statements for the period ending June 30, 2010 and Independent Auditor’s Report as 
presented by BKD.   
 
 
Committee Action:     Board Action: 
 
Passed: ______     Passed: ______ 
Did Not Pass: ____     Did Not Pass: ____ 
Other: ______      Other: ______ 
Date: _________     Date: __________ 
 
_______________________    ________________________ 
Assistant Secretary     Assistant Secretary 
 



• mm ^^B 220 W. Main Street, Suite 1700
KH I P.O. Box 1178
|#|%|#llp Louisville, KY 40201 -1178
CPAs & AdVISOrS 502.581.0435 Fax 502.581.0723 www.bkd.com

Board of Directors, Audit Committee and Management
University of Louisville Foundation, Inc. and Affiliates
Louisville, Kentucky

As part of our audit of the consolidated financial statements of University of Louisville,
Foundation, Inc. and Affiliates (Foundation) and our audit of ULH, Inc. as of and for the year
ended June 30, 2010, we wish to communicate the following to you.

Audit Scope and Results

Auditor's Responsibility Under Auditing Standards Generally Accepted in the
United States of America

An audit performed in accordance with auditing standards generally accepted in the
United States of America is designed to obtain reasonable, rather than absolute, assurance
about the consolidated financial statements. In performing auditing procedures, we
establish scopes of audit tests in relation to the consolidated financial statements taken as a
whole. Our engagement does not include a detailed audit of every transaction. Our
engagement letter more specifically describes our responsibilities.

These standards require communication of significant matters related to the consolidated
financial statement audit that are relevant to the responsibilities of those charged with
governance in overseeing the financial reporting process. Such matters are communicated
in the remainder of this letter or have previously been communicated during other phases
of the audit. The standards do not require the auditor to design procedures for the purpose
of identifying other matters to be communicated with those charged with governance.

An audit of the consolidated financial statements does not relieve management or those
charged with governance of their responsibilities. Our engagement letter more specifically
describes your responsibilities.

Qualitative Aspects of Significant Accounting Policies and Practices

Significant Accounting Policies

The Foundation's significant accounting policies are described in Note 1 of the
audited consolidated financial statements.

PraxitK'.
experience BKD MEMBER •

GLOBAL ALLIANCE OF
INDEPENDENT FIRMS













SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Type of (X)
Adjustment Assets Liabilities Non (Beg. of year) hange in Net Asse Net Assets

Description (Known or Likely) DR     (CR) DR     (CR) Tax DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

PY Turnaround Effect
None noted

Current Year

Market Value adjustment for investments Known (320,013) 320,013 (320,013) 320,013

Additional allowance for pledge receivable Likely (1,800,000) 1,800,000 NONE

Taxable passed adjustments 320,013 1,800,000 (320,013) 320,013
Times (1 - estimated tax rate of 00%) 100% 100% 100%
Taxable passed adjustments net of tax impact 320,013 1,800,000
Nontaxable passed adjustments (2,120,013)

(2,120,013) 320,013 1,800,000

2,120,013

2,120,013

Total passed adjustments, net of tax impact (if any)

Impact on Net Assets

Impact on Change in Net Assets

Client:  University of Louisville Foundation, Inc. and Affiliates

Period Ending:  June 30, 2010

Net Effect on Following YearRevenues & 
Income

Costs & 
Expenses

Capital & Other 
Equity

Net Assets

BKD
AWP335
11-2009



Before Subsequent to
Misstatements Misstatements Misstatements % Change

Total Assets 877,569,000 (2,120,013) 875,448,987 -0.24%

Total Liabilities (165,898,000) (165,898,000)

Net Assets (711,671,000) 2,120,013 (709,550,987) -0.30%

Total Net Assets (711,671,000) 2,120,013 (709,550,987) -0.30%

Revenues & Income (153,629,000) 320,013 (153,308,987) -0.21%

Costs & Expenses 87,594,000 1,800,000 89,394,000 2.05%

Change in Net Assets (66,035,000) 2,120,013 (63,914,987) -3.21%

QUANTITATIVE ANALYSIS

ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the 
financial statements if the uncorrected misstatements identified were corrected.

University of Louisville Foundation, Inc. and Affiliates
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University of Louisville Foundation, Inc. and Affiliates
Consolidated Statements of Financial Position

June 30, 2010 and 2009
(In Thousands)

2010 2009
ASSETS

Cash and cash equivalents 16,622$          13,152$          
Accounts, notes, and accrued interest receivable 2,091              4,470              

2,205              2,705              
Prepaid expenses and other 1,469              2,084              
Contributions receivable 37,395            39,198            
Investments 653,329          599,040          
Restricted cash -                      5,259              
Funds held in trust by others 37,934            34,847            
Restricted investments 5,557              5,570              
Other assets 499                 536                 
Capital assets, net 120,468          114,330          

Total assets 877,569$        821,191$        

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable 7,118$            5,789$            
Funds held in trust for others 45,045            41,518            
Due to University of Louisville 12,552            29,836            
Other 15,735            14,472            
Bonds and notes payable 85,448            83,940            

Total liabilities 165,898          175,555          

Net assets:
Unrestricted:

Unrestricted - designated 286,976          245,032          
Unrestricted - undesignated 15,999            20,557            

Total unrestricted 302,975          265,589          
Temporarily restricted 45,164            43,577            
Permanently restricted 363,532          336,470          

Total net assets 711,671          645,636          
Total liabilities and net assets 877,569$        821,191$        

Loan receivable from the University of Louisville 
  Athletic Association, Inc.
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University of Louisville Foundation, Inc. and Affiliates
Consolidated Statements of Activities
Years Ended June 30, 2010 and 2009

(In Thousands)

Unrestricted Temporarily restricted Permanently restricted Totals
2010 2009 2010 2009 2010 2009 2010 2009

REVENUES, GAINS AND OTHER SUPPORT
Gifts 26,051$        26,210$      134$         14,687$    7,364$        8,037$        33,549$      48,934$      
Research Challenge Trust Fund -                    55               -                -                16,167        -                  16,167        55               
Investment income 1,224            1,838          -                -                -                  -                  1,224          1,838          
Endowment income 7,376            7,275          223           241           9                 -                  7,608          7,516          

77,458          (144,354)     5,332        (6,865)       2,955          (11,975)       85,745        (163,194)     
Residence hall income 6,599            6,353          -                -                -                  -                  6,599          6,353          

1,617            986             -                -                -                  -                  1,617          986             
-                    -                  (1,123)       1,811        -                  -                  (1,123)         1,811          

Other revenues 2,243            4,192          -                -                -                  -                  2,243          4,192          
Net assets released from restrictions:

Satisfaction of program restrictions 3,488            1,595          (3,488)       (1,595)       -                  -                  -                  -                  
Reclassifications (1,076)          456             509           (75)            567             (381)            -                  -                  

124,980        (95,394)       1,587        8,204        27,062        (4,319)         153,629      (91,509)       

EXPENSES

4,760            2,298          -                -                -                  -                  4,760          2,298          

Instruction 4,577            5,278          -                -                -                  -                  4,577          5,278          
Research 17,554          22,699        -                -                -                  -                  17,554        22,699        
Public service 2,835            3,028          -                -                -                  -                  2,835          3,028          
Academic support 11,052          11,486        -                -                -                  -                  11,052        11,486        
Student services 228               183             -                -                -                  -                  228             183             
Institutional support 11,864          10,176        -                -                -                  -                  11,864        10,176        
Operation and maintenance of plant 3,138            2,598          -                -                -                  -                  3,138          2,598          
Scholarships/fellowships 8,311            7,831          -                -                -                  -                  8,311          7,831          

Interest expense 3,294            2,724          -                -                -                  -                  3,294          2,724          
6,265            5,513          -                -                -                  -                  6,265          5,513          
4,797            3,730          -                -                -                  -                  4,797          3,730          
8,919            9,059          -                -                -                  -                  8,919          9,059          

Total expenses 87,594          86,603        -                -                -                  -                  87,594        86,603        
Net change in assets 37,386          (181,997)     1,587        8,204        27,062        (4,319)         66,035        (178,112)     

Net assets at beginning of year 265,589        447,586      43,577      35,373      336,470      340,789      645,636      823,748      

Net assets at end of year 302,975$      265,589$    45,164$    43,577$    363,532$    336,470$    711,671$    645,636$    

Residence hall operations, including depreciation

General and administrative, including fundraising
Real estate operations, including depreciation

Net realized and unrealized gain/(loss) on investments

Real estate income

Total revenues, gains and other support

Contributions to various University 
   of Louisville departments

Payments on behalf of the University 
  of Louisville for:

Actuarial (loss)/gain on annuity and trust obligations
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University of Louisville Foundation, Inc. and Affiliates
Consolidated Statements of Cash Flows

Years Ended June 30, 2010 and 2009
(In Thousands)

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES

Increase/(decrease) in net assets 66,035$        (178,112)$    
Adjustments to reconcile decrease in net assets to 

net cash used in operating activities:
Net realized and unrealized (gains)/losses on investments (85,745)        163,194        
Depreciation and amortization expense 4,301            4,182            
Loss on defeance of bonds payable 921               -                   
Convertible note payable -                   (400)             
Loss on disposals of capital assets 8                   24                 
Transfer of capital assets to affiliates 293               262               
Contributions restricted for long-term investment (23,531)        (8,037)          
Net additions to annuitant & unitrust funds 418               100               
Change in present value of annuitant & unitrust payments 705               (1,911)          

Change in assets and liabilities:
Accounts, notes, and accrued interest receivable 2,379            391               
Prepaid expenses and other 303               221               
Contributions receivable 1,803            (14,490)        
Other assets 37                 (282)             
Accounts payable 1,329            1,002            
Funds held in trust for others 786               (4,727)          
Other liabilities 836               5,465            
Due to University of Louisville (17,284)        21,017          

Net cash used in operating activities (46,406)        (12,101)        

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments (159,921)      (171,851)      

    N         Sales of investments 191,044        123,723        
Purchases of capital assets (10,697)        (45,228)        
Payments received on loan receivable from University of Louisville 

Athletic Association, Inc. 500               500               
Net cash provided by/(used in) investing activities 20,926          (92,856)        

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contributions restricted for investment in endowment 23,531          8,037            
Payments to annuitants (696)             (767)             
Proceeds from issuance of bonds and notes payable 38,044          27,692          
Principal payments of bonds and notes payable (36,517)        (765)             
Payment of bond issuance costs (671)             -                   

Net cash provided by financing activities 23,691          34,197          

Net decrease in cash and cash equivalents (1,789)          (70,760)        
Cash and cash equivalents at beginning of year 18,411          89,171          
Cash and cash equivalents at end of year 16,622$        18,411$        

Supplemental cash flow data:
Cash paid for interest 2,831$          2,799$          
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University of Louisville Foundation, Inc. and Affiliates 
 

Notes to Consolidated Financial Statements 
 

June 30, 2010 and 2009 
 
 

1. 
 
Organization and Summary of Significant Accounting Policies 

a. 
 

Organization 

The accompanying consolidated financial statements include the balances and transactions of 
the University of Louisville Foundation, Inc. (ULF), ULH, Inc. (ULH), University Holdings, 
Inc. (UHI), University of Louisville Development Corporation, LLC (ULDC), Nucleus: 
Kentucky’s Life Science and Innovation Center, LLC (Nucleus), AAF-Louisville, LLC 
(AAF), MetaCyte Business Labs, LLC. (MetaCyte), KYT-Louisville, LLC (KYT), and 
Phoenix Place – Louisville, LLC (PPL) (collectively “Foundation”).  All material 
intercompany balances and transactions have been eliminated in consolidation.  ULF has 
been designated by the University of Louisville (the University) to receive funds derived 
from gifts and other sources, including funds held in trust by others.  The Foundation is 
presented in the financial statements of the University as a discretely presented component 
unit. 
 
As directed by its Board of Directors, the Foundation transfers funds to the University in 
satisfaction of donor restrictions.  In addition, a portion of the unrestricted resources of the 
Foundation provides support for a variety of University activities. 
 
ULH began operations on April 23, 2001 and is affiliated with ULF through certain common 
management and trustees.  ULH leases land and issues revenue bonds for student housing 
purposes and receives, retains and disposes of real estate, and manages and operates the 
student housing properties it owns.    
 
UHI (originally named Cardinal Real Estate, Inc.) is a non-stock, non-profit corporation 
created in September 2007 for the benefit of and to carry out the purposes of ULF.  UHI 
provides oversight and management support to various affiliated entities.  UHI is affiliated 
with ULF through certain common management and directors.   
 
ULDC is a limited liability company formed in September 2007, whose sole member is ULF.  
Its purpose is to develop and manage the real estate operations of the Shelby Campus of the 
University.  UHI is the Manager of ULDC.  
 
Nucleus Healthcare, LLC was formed in February 2008 and subsequently renamed Nucleus: 
Kentucky’s Life Sciences and Innovation Center, LLC (Nucleus).  Its purpose is to integrate 
University resources, including life sciences, with those of the region, specifically as it 
relates to building and maintaining a research park in downtown Louisville. ULF is the sole 
member of Nucleus and UHI is the Manager.   
 
In October 2008, ULF assumed substantially all of the assets and liabilities of the Louisville 
Medical Center Development Corporation (LMCDC) and subsequently sold them to Nucleus 
for no consideration.  LMCDC was a discretely presented component unit of the University. 
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The activity of Nucleus is included in the consolidated statements of financial position as of 
June 30, 2010 and 2009 and in the consolidated statements of activities and consolidated 
statements of cash flows for the years ended June 30, 2010 and 2009. 
 
MetaCyte is a limited liability company formed in October 2008.  Its purpose is to identify 
and support commercially promising health science discoveries in the region.  Metacyte was 
a former subsidiary of LMCDC.  However, during the transfer of assets and liabilities 
between ULF and Nucleus, the assets and liabilities related to MetaCyte were segregated into 
a separate company.  ULF is the sole member of MetaCyte and UHI is the Manager.   
 
MetaCyte Equity Holdings, LLC is a limited liability company formed in February 2006.  Its 
purpose is to hold the equity shares obtained by MetaCyte through development with start-up 
corporations.  As of June 30, 2010 no equities have been transferred and MetaCyte Equity 
Holdings, LLC has had no activity since inception.   
 
AAF is a limited liability company formed in February 2008, whose sole member is ULF.  Its 
purpose is to develop and manage the real estate operations of Cardinal Station.  UHI is the 
Manager of AAF.   
 
KYT is a limited liability company formed in November 2008, whose sole member is ULF.  
Its purpose is to develop and manage the real estate purchase and development of property 
adjacent to the University.  UHI is the Manager of KYT.   
 
PPL is a limited liability company formed in April 2009, whose sole member is ULF.  Its 
purpose is to develop and manage the real estate purchase and development of property near 
the health sciences campus of the University.  UHI is the Manager of PPL. 
 

b. 
 
Cash and Cash Equivalents 

The Foundation considers all liquid investments (not held for long-term purposes) with 
original maturities of three months or less to be cash equivalents.  At June 30, 2010 and 
2009, cash equivalents consisted primarily of money market funds. 

 
The financial institutions holding the Foundation’s cash accounts are participating in the 
Federal Deposit Insurance Corporation’s (FDIC) Transaction Account Guarantee Program.  
Under that program, through December 31, 2010, all noninterest-bearing transaction 
accounts are fully guaranteed by the FDIC for the entire amount in the account.  Effective 
December 31, 2010 through December 31, 2012, deposits held in all noninterest-bearing 
transaction accounts will be fully insured regardless of the amount in the account, at all 
FDIC-insured institutions. 
 
Effective July 21, 2010, the FDIC insurance limits were permanently increased to $250,000.  
At June 30, 2010 the Foundation’s interest-bearing cash accounts exceeded federally insured 
limits by approximately $14.3 million. 
 

c. 
 

Restricted Cash 

The Foundation classifies all cash held by investment managers of the Combined 
Endowment Fund as restricted cash.  The majority of this cash typically results from the 
liquidation of investments due to a change in investment managers and is reinvested within 



 

  - 7 - 

seven days.  Other amounts result from the receipt of new endowment gifts or cash 
distributions from the investments and are reinvested in accordance with the investment 
policy. 
 

d. 
 

Investments and Investment Return 

Investments in marketable debt and equity securities are stated at current market value.  
Investments in real estate through limited partnerships are stated at appraised market values, 
while other real estate investments are stated at cost on the date of acquisition or fair market 
value at date of receipt in the case of gifts.  Securities not publicly traded are stated at cost, 
which approximates market.  The net realized and unrealized appreciation (depreciation) in 
market value of investments is reflected in the consolidated statements of activities.  
 
Investment return that is initially restricted by donor stipulation and for which the restriction 
will be satisfied in the same year is included in unrestricted net assets.  Other investment 
return is reflected in the statements of activities as unrestricted, temporarily restricted or 
permanently restricted based upon the existence and nature of any donor or legally imposed 
restrictions. 

e. 
 

Capital Assets 

Capital assets are stated at cost or estimated market value at date of receipt from donors.  The 
provision for depreciation on capital assets is calculated using the straight-line method based 
on their estimated useful lives.  
 
The Foundation has elected to capitalize collections which include art, rare books, 
photographs, letters, journals, manuscripts, and musical instruments.  These items are 
capitalized at cost, or if a gift, at the fair market value on the date of the gift. 
  
ULH capitalizes interest costs as a component of construction in progress, based on interest 
costs of borrowing specifically for the project, net of interest earned on investments acquired 
with the proceeds of the borrowing.  During the years ended June 30, 2010 and 2009, ULH 
did not capitalize any interest. 
 

f. 
 

Deferred Revenue 

Deferred revenue, which is included in other liabilities in the consolidated statements of 
financial position, consists of revenue related to a lease of land by the Foundation, and is 
recognized evenly over the life of the lease. 

 
g. 
 

Unrestricted Net Assets 

Net appreciation on endowment funds is reported as unrestricted net assets, unless such net 
appreciation has been restricted by the donor or by law.  Market appreciation on unrestricted 
endowment funds is included in unrestricted net assets in the accompanying consolidated 
financial statements.  In those cases where a donor has placed restrictions on the use of 
endowment income, any related net appreciation is also subject to the same restriction and is 
reported as such. 
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h. 
 

Temporarily and Permanently Restricted Net Assets 

Temporarily restricted net assets are those which have donor-imposed restrictions that will 
expire in the future, when either the time restriction or purpose restriction has been met, and 
permanently restricted net assets are those which have donor-imposed restrictions which do 
not expire.  
 
The expiration of a donor-imposed restriction on a contribution or on endowment income is 
recognized in the period in which the restriction expires and at that time the related resources 
are reclassified to unrestricted net assets.  A restriction expires when the stipulated time has 
elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, 
or both. 

 
Donor-imposed restricted contributions and endowment income are reported as unrestricted 
support if the restrictions are met in the same period as the funds are received. 
 

i. 
 

Unrestricted Bequests 

The Foundation follows the policy of designating all unrestricted bequests of $100,000 or 
greater as funds functioning as endowments. 
 

j. 
 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Actual results could differ from those estimates. 

 
k. 

 
Market Risk and Uncertainties 

The Foundation invests in various corporate debt, equity and mutual fund securities, among 
other investments.  Investment securities, in general, are exposed to various risks, such as 
interest rates, credit and overall market volatility.  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 those changes could materially 
affect the amounts reported in the consolidated financial statements. 
 

l. 
 
In-Kind Contributions 

In addition to receiving cash contributions, the Foundation receives in-kind contributions of 
library materials and other educational equipment and supplies from various donors.  It is the 
policy of the Foundation to record the estimated fair value of certain in-kind donations as an 
expense in its consolidated financial statements, and similarly increase gift revenue by a like 
amount.  The Foundation received approximately $1.7 million and $1.3 million of in-kind 
gifts for the years ended June 30, 2010 and 2009, respectively. 
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m. 
 
Functional Allocation of Expenses 

The costs of supporting the various programs and other activities have been summarized on a 
functional basis in the consolidated statements of activities.  Certain costs have been 
allocated among the instruction, research, public service, academic support, student services, 
institutional support, operation and maintenance of plant and scholarships/fellowships 
categories based on donor intent and other methods. 

 
n. 
 

Subsequent Events 

Subsequent events have been evaluated through September 27, 2010, which is the date the 
consolidated financial statements were available to be issued. 
 

o. 
 
Reclassifications 

Certain reclassifications have been made in the 2009 consolidated financial statements to 
conform to the 2010 presentation.  These reclassifications had no effect on the change in 
total net assets. 

 
p. 

 
Tax Status 

ULF and ULH have received favorable determination letters from the Internal Revenue 
Service exempting them from federal income taxes under §501(c)(3) of the Internal Revenue 
Code and a similar provision of state law.  UHI is a non-profit corporation.  UHI has filed a 
tax determination request and is waiting for a reply. 
 
ULDC, Nucleus, AAF, KYT, and PPL are single-member limited liability corporations of the 
Foundation, who are considered disregarded entities for tax purposes.  The Foundation is 
subject to federal income tax on any unrelated business taxable income.  MetaCyte, a single-
member limited liability corporation of the Foundation, has elected corporate status for tax 
purposes, and pursuant to this election, is subject to corporate tax income. 
 
The Foundation files tax returns in the U.S. federal jurisdiction.  With a few exceptions, the 
Foundation is no longer subject to U.S. federal examination by tax authorities prior to fiscal 
year 2007. 
 

q. 
 
Uncertain Tax Positions 

Financial Accounting Standards Board (FASB) issued ASC Topic 740 – Income Taxes 
(Topic 740), which clarifies the accounting for uncertainty in income taxes recognized in an 
entity’s financial statements and prescribes a recognition threshold and measurement 
attribute for the financial statement recognition and measurement of a tax position taken, or 
expected to be taken in a tax return.  The Foundation adopted Topic 740 on July 1, 2009.  
The adoption of Topic 740 did not result in an adjustment to the consolidated financial 
statements. 
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2. 
 
Due to the University 

In accordance with the Foundation’s agency agreement with the University, the University 
receives and disburses monies on behalf of the Foundation.  The net amount of these receipts and 
disbursements is recorded as a due to or from the University in the consolidated statements of 
financial position.  Generally, the receivable or payable is cleared within the subsequent month; 
however, no formal agreement governs the time period in which payments are to be made. 
 
Additionally, in July 2001, the University of Louisville Athletic Association, Inc. (Association) 
obtained a $347,000 unsecured, noninterest bearing loan from the Foundation for the 
refurbishing of the Cardinal Basketball offices. The outstanding loan balance is approximately 
$316,000 for each of the years ended June 30, 2010 and 2009 and is included in Due to the 
University in the consolidated statements of financial position. 
 

3. 
 

Loan Receivable from the Association 

In January, 1999, the Foundation made an $8.5 million unsecured, noninterest bearing loan to the 
Association for the construction of Cardinal Park, due upon collection of contributions.  The 
Association’s intent is to repay the $8.5 million loan with future contributions and gifts.  For 
each of the years ended June 30, 2010 and 2009, the Association repaid $500,000 leaving an 
outstanding loan balance of approximately $2.2 million and $2.7 million as of June 30, 2010 and 
2009, respectively. 
 

4. 
 

Contributions Receivable 

Contributions receivable are discounted, using rates on risk-free obligations ranging from 1.1% 
to 6.8% for 2010 and 2009.  Contributions receivable, which are all temporarily restricted, as of 
June 30, 2010 and 2009 are as follows (in thousands): 

2010 2009
Less than one year 21,234$      20,101$   
One to four years 26,100        28,996     
Greater than four years 5,709          5,450       
Allowance for doubtful accounts (12,173)       (11,068)    
Unamortized discount (3,475)         (4,281)      

Net contributions receivable 37,395$      39,198$   
 

 
Conditional promises of gifts depend on the occurrence of a specific and uncertain event.  The 
Foundation has not recorded these types of gifts in the consolidated financial statements.  As of 
June 30, 2010 and 2009 the approximate fair market value of these conditional gifts is as follows 
(in thousands): 

2010 2009
Bequests 83,769$  78,391$  
Other 3,717      3,050      

Total 87,486$  81,441$  
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5. 
 

Endowments 

The Foundation’s endowment consists of approximately 1,300 individual funds established for a 
variety of purposes.  The endowment includes both donor-restricted endowment funds and funds 
designated by the board of directors to function as endowments (board-designated endowment 
funds).  As required 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 board of directors has interpreted the Uniform Management of Institutional 
Funds Act (UMIFA), adopted in Kentucky in 1976 and located at KRS 273.510 to 273.590 as 
requiring preservation of the “historic dollar value” of the original gift as of the gift date of the 
donor-restricted endowment funds absent explicit donor stipulations to the contrary.  As a result 
of this interpretation, the Foundation 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 funds 
is classified as unrestricted or temporarily restricted net assets, depending on donor stipulations.  
In July 2010, the Commonwealth of Kentucky will adopt the Uniform Prudent Management of 
Institutional Funds Act, which also allows the total return method of investment management. 

The composition of net assets by type of endowment fund at June 30, 2010 and 2009 was (in 
thousands): 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor-restricted
  endowment funds 164,270$           11,238$            363,532$           539,040$            
Board-designated
  endowment funds 105,420             -                        -                        105,420              

269,690$           11,238$            363,532$           644,460$            

2010

 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor-restricted
  endowment funds 125,134$           5,218$              336,470$           466,822$            
Board-designated
  endowment funds 105,014             -                        -                        105,014              

230,148$           5,218$              336,470$           571,836$            

2009
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Changes in endowment net assets for the years ended June 30, 2010 and 2009 were (in 
thousands):   

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,
beginning of year 230,148$           5,218$              336,470$           571,836$            

Investment return:
Investment and 
  endowment income 8,036                 190                   9                        8,235                  
Net appreciation 75,891               5,929                2,955                 84,775                

Total investment 
  return 83,927               6,119                2,964                 93,010                

Contributions 571                    4                       23,531               24,106                

Appropriation of 
endowment assets
for expenditures (45,514)             (103)                  -                        (45,617)              

Other changes 558                    -                        567                    1,125                  

Endowment net assets,
end of year 269,690$           11,238$            363,532$           644,460$            

2010

 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,
beginning of year 412,076$           10,399$            340,789$           763,264$            

Investment return:
Investment and 
  endowment income 7,974                 198                   -                        8,172                  
Net depreciation (155,116)           (5,320)               (11,975)             (172,411)            

Total investment 
  return (147,142)           (5,122)               (11,975)             (164,239)            

Contributions 807                    3                       8,037                 8,847                  

Appropriation of 
endowment assets
for expenditures (36,174)             11                     -                        (36,163)              

Other changes 581                    (73)                    (381)                  127                     

Endowment net assets,
end of year 230,148$           5,218$              336,470$           571,836$            

2009
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Amounts of donor-restricted endowment funds classified as permanently and temporarily 
restricted net assets at June 30, 2010 and 2009 consisted of (in thousands):   
 

2010 2009
Permanently restricted net assets - portion of perpetual

endowment funds required to be retained permanently
by explicit donor stipulations or UMIFA 363,532$        336,470$          

Termporarily restricted net assets - term endowment funds 11,238$          5,218$              

 
From time to time, the fair value of assets associated with individual donor-restricted endowment 
funds may fall below the “historic dollar value” level that the Foundation is required to retain as 
a fund of perpetual duration pursuant to donor stipulation or UMIFA.  In accordance with GAAP, 
deficiencies of this nature are reported in unrestricted net assets and aggregated to $8.5 million 
and $13.2 million at June 30, 2010 and 2009, respectively.  These deficiencies resulted from 
unfavorable market fluctuations that occurred after investment of permanently restricted 
contributions.  
 
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 that 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 is intended to 
produce results that achieves a minimum net total return which is equal to the Foundation’s 
spending rate plus inflation without the assumption of excessive investment risk.  To satisfy its 
long-term rate of return objectives, the Foundation relies on a total 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 allocation that places a greater emphasis on equity-based investments to achieve 
its long-term return objectives within acceptable risk constraints. 
 
The Foundation has a policy (the spending policy) of appropriating for expenditure each year 
5.5% of its endowment fund’s average fair value over the prior three years through the calendar 
year end preceding the year in which expenditure is planned.  In establishing this policy, the 
Foundation considered the long-term expected return on its endowment.  The Foundation has 
adopted an investment objective whereby the average annual return over the long term should 
equal the rate of inflation (measured by the three-year moving average of the Gross Domestic 
Product (GDP) Deflator) plus the average level of spending from the Combined Endowment 
Fund.  The annual return for the Combined Endowment Fund was 15.2% and -22.2% in 2010 and 
2009, respectively. 
 
The amount available for spending under the policy was approximately $25.6 million and $34.2 
million for the years ended June 30, 2010 and 2009, respectively, of which approximately $27.7 
million and $31.2 million was actually expended for the years then ended. 
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This is consistent with the Foundation’s objective to maintain the purchasing power of 
endowment assets held in perpetuity or for a specified term, as well as to provide additional real 
growth through new gifts and investment return. 

6. 
 

Investments and Investment Income 

Investments as of June 30, 2010 and 2009 are as follows (in thousands): 
 

2010 2009

354,976$    299,274$ 
Mutual funds 73,798        79,975     
Marketable alternatives 123,435      92,429     
Preferred and common stock 67,800        83,956     
Corporate bonds 23,539        24,679     
U.S. government securities 697             9,579       
Certificate of deposit 7,000          7,000       
Land and buildings 1,479          1,543       
Annuities 605             605          

Total investments 653,329$    599,040$ 

Investment in partnerships 
  and funds of funds

 
 
Total investment return is reflected in the statements of activities as follows: 
 

2010 2009
Interest and dividend income 8,832$         9,354$            
Net realized and unrealized gains/(losses) on 
  investments reported at fair value 85,808         (163,131)        
Net realized gains/(losses) on other investments (63)              (63)                 

94,577$       (153,840)$      
 

 
The Foundation invests in various securities, which are exposed to various risks such as interest 
rate, market and credit risks.  Due to 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 changes could materially affect the investment amounts 
reported in the consolidated statements of financial position. 
 
The Foundation’s investments do not have a significant concentration of credit risk within any 
industry or specific institution. 

 
The market risk inherent in certain of the Foundation’s investments is primarily the potential loss 
arising from adverse changes in quoted market prices on equity securities and in interest rates on 
fixed income securities.  In an effort to mitigate this market risk, the Foundation has adopted a 
policy of maintaining a diverse investment pool through the use of target asset allocation 
guidelines.  These guidelines require that the Foundation’s investment pool be made up of a mix 
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of publicly traded fixed income and equity securities, private equities and other nonmarketable 
securities, and real estate investments.   
 
The major portion of long-term investments is pooled in the Combined Endowment Fund, which 
is the general endowment pool for the Foundation. The Combined Endowment Fund is pooled 
using a market value basis, with each individual fund subscribing to, or disposing of, units on the 
basis of the market value per unit at the end of the prior calendar month during which the 
transaction takes place.  The investment objectives of the Foundation are to preserve the 
principal of the endowment funds in both absolute and real terms while maximizing, over the 
long-term, the total rate of return (yield and appreciation) within reasonable risk parameters.   

 
a. 
 

Alternative Investments 

The fair value of alternative investments has been estimated using the net asset value per 
share of the investments.  Alternative investments held at June 30 consist of the following (in 
thousands): 

 

Fair Value
Unfunded 

Commitments
Redemption 
Frequency

Redemption Notice 
Period

Fixed income funds (A) 35,593$       Various from any valuation 
day to monthly

Various from none 
to 30 days

U.S. equity funds (B) 46,649         Various from semi-monthly
to quarterly

Various from 5
 to 60 days

International equities funds (C) 139,706       Various from any valuation 
day to last day of month

Various from 10
 to 30 days

Equity long/short hedge funds (D) 71,085         Various from quarterly 
to annually

Various from 30
 to 60 days

Multi-strategy hedge funds (E) 46,136         Various from quarterly 
to once every 36 months

Various from 45
 to 90 days

Natural resources funds (F) 54,692         895$                  Various from any valuation 
day to illiquid

Various from 10 to
 90 days, if allowable

Opportunistic hedge funds (G) 50,946         2,743                 Various from quarterly 
to illiquid

Various from 45 to
 90 days, if allowable

Private equity funds (H) 33,604         25,369               Illiquid N/A

2010
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Fair Value
Unfunded 

Commitments Redemption Frequency
Redemption Notice 

Period
Fixed income funds (A) 36,317$       Various from any valuation 

day to monthly
Various from none 

to 30 days

U.S. equity funds (B) 36,593         Quarterly 60 days

International equities funds (C) 122,503       Various from any valuation 
day to last day of month

Various from 10
 to 30 days

Equity long/short hedge funds (D) 56,717         Various from quarterly 
to annually

Various from 30
 to 90 days

Multi-strategy hedge funds (E) 32,562         Various from quarterly 
to once every 36 months

Various from 13 months
 to 21 months

Natural resources funds (F) 35,793         2,060$               Various from any valuation 
day to illiquid

Various from 10 to
 90 days, if allowable

Opportunistic hedge funds (G) 40,603         2,743                 Various from quarterly 
to illiquid

90 days, if allowable

Private equity funds (H) 30,615         33,421               Illiquid N/A

2009

 
A. This category includes investments in attractive credit opportunities in investment grade 

corporate bonds, high yield bonds, bank loans, securitized bonds, strategic global fixed 
income opportunities in countries, currencies, sectors and securities as well as global 
credit arbitrage opportunities.  Approximately $1.0 million cannot be redeemed while the 
remaining amount can be redeemed on a monthly basis with advanced notifications 
ranging from 10 to 30 days. 
 

B. This category includes two investments in U.S. equities, with one focused on large cap 
and the other on small- and mid-cap.  All securities are traded on U.S. exchanges.  The 
large cap investment, valued at $42.7 million on June 30, 2010, is redeemable at calendar 
quarter end with 60 days prior notice.  The other investment is redeemable twice per 
month with 5 days prior notice. 

 
C. This category includes investments in international equities in emerging and developed 

markets across all capitalization classes.  Approximately 70% of the funds invested can 
be redeemed on a daily basis with 10 to 30 days notice.  The remaining investments can 
be redeemed monthly with 15 to 30 days notice. 

 
D. This category includes investments in hedge funds that take both long and short positions 

in global equities and other securities.  Most funds in this category use margin and other 
forms of leverage as well as various derivatives, including swaps, options, futures and 
forward contracts when deemed appropriated by the respective manager. Investments 
representing 12% of the value of the investments in this category have lockup periods 
ranging from 6 to 12 months as of June 30, 2010.  Of these lockup investments, one 
manager, representing $4.7 million, automatically renews the lockup for 12 months on 
the lockup anniversary unless a redemption request has been submitted.  The remaining 
investments in this category can be redeemed at calendar year quarter ends with prior 
notification from 30 to 90. 
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E. This category includes investments in hedge funds that pursue multiple strategies to 
diversify risks and reduce volatility.  The funds’ composite portfolio includes 
investments in U.S. common stocks, global real estate projects and arbitrage investments.  
Investments representing 32% of the value of this category cannot be redeemed for 
various time periods ranging from 1 to 24 months as of June 30, 2010 due to agreements 
with the management of the funds.  The remaining restriction period for these 
investments ranged from 6 months to never at June 30, 2010.  One investment, valued at 
$4.9 million, was in redemption as of June 30, 2010 but requires a 10% holdback until 
audited financial statements on the fund are published for the year ended December 31, 
2010. 

 
F. This category includes a multi-strategy natural resources fund of funds, private oil & gas 

funds and a natural resources equity fund.   Investments include both publicly traded 
securities as well as private equity and debt positions.  In aggregate, these funds invest in 
all natural resources categories, including but not limited to, all forms of energy, 
precious and base metals, agricultural commodities.  The funds typically invest in both 
the infrastructure and production facilities as well as in the actual metal, commodity or 
resource.  Approximately 4% of the investments are private lock up funds with projected 
partnership maturities in 2018.  The remaining investments can be redeemed daily with 
10 to 90-day prior notification.   

 
G. This category includes investments in distressed-securities, -real estate and -credit.  As a 

class, these investments strive to find U.S. and non-U.S. financial assets, real estate, debt 
obligations and securities that are inefficiently priced as a result of business, financial, 
market or legal uncertainties.    Investments will include publicly traded securities and 
private investments.    Two of these funds, with a combined value of $14.1 million, can 
never be redeemed with the funds.  These funds have expected partnership maturities in 
2012 and 2017. Distributions from each fund will be made as the underlying investments 
of the funds are liquidated.   Another fund, valued at $5.2 million is not redeemable until 
April 2013, after which time redemptions can be made quarterly with 45 days prior 
notice.  A full redemption incurs a 10% holdback provision that is eventually paid out 
after the next following audit financial statements for the fund are published.  All 
remaining investments in this class can be redeemed on their respective annual 
anniversaries of investment with 90 days prior notice. 

 
H. This category includes several funds that invest in private equity of U.S. companies, 

international companies and U.S. real estate.  Also included are several funds focusing 
on U.S. venture capital opportunities.  One fund specializes in mezzanine debt for mid-
cap U.S. companies.  Approximately $20.3 million is equally invested among 12 funds of 
funds.  The remaining investments in this category are direct investments in private 
equity, venture capital and mezzanine debt funds.  All investments are in lockup funds 
with partnership maturities ranging from 2012 to 2022.  Distributions from each fund 
will be made as the underlying investments of the funds are liquidated.  All funds are 
commitment based investments with managers calling down commitments as investment 
opportunities arise.  The June 30, 2010 fair value represents the market value of 
contributions made through that date.  Unfunded commitments as of June 30, 2010 are 
$25.4 million, which is expected to be drawn over the next 5 years. 
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7. 
 
Disclosures About Fair Value of Assets and Liabilities 

ASC Topic 820, Fair Value Measurements (Topic 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.  Topic 820 also establishes a fair value hierarchy which 
requires an entity to maximize the use of observable inputs and minimize the use of unobservable 
inputs when measuring fair value.  The standard describes three levels of inputs that may be used 
to measure fair value: 
 
Level 1 Quoted prices in 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 prices in markets that are not active; or other inputs that are 
observable or can be corroborated by observable market data for 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 
 
Following is a description of the inputs and valuation methodologies used for assets and 
liabilities measured at fair value on a recurring basis and recognized in the accompanying 
consolidated statements of financial position, as well as the general classification of such assets 
and liabilities pursuant to the valuation hierarchy. 
 
 
a. 

 
Money Market Mutual Funds 

Where quoted market prices are available in an active market, securities are classified within 
Level 1 of the valuation hierarchy.  Level 1 securities include money market mutual funds.   
 

b. 
 
Investments 

Level 1 securities include preferred and common stock and mutual funds.  If quoted market 
prices are not available, then fair values are estimated by a third party pricing service using 
pricing models, quoted prices of securities with similar characteristics or discounted cash 
flows.   
 
For investments, other than marketable alternatives and investments in partnerships, the 
inputs used by the pricing service to determine fair value may include one, or a combination 
of, observable inputs such as benchmark yields, reported trades, broker/dealer quotes, issuer 
spreads, two-sided markets, benchmark securities, bids, offers and reference data market 
research publications and are classified within Level 2 of the valuation hierarchy.  For 
marketable alternatives and investments in partnerships that have sufficient activity or 
liquidity within the fund, fair value is determined using the net asset value (or its equivalent) 
provided by the fund and are classified within Level 2 of the valuation hierarchy.  Level 2 
securities include corporate bonds, U.S. government securities, certain investments in 
partnerships and certain marketable alternative investments.   
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For marketable alternatives and investments in partnerships that do not have sufficient 
activity or liquidity within the fund, the net asset value (or its equivalent) provided by the 
fund is utilized, as a practical expedient, to determine fair value and are classified within 
Level 3 of the valuation hierarchy. 
 

c. 
 
Funds Held in Trust By Others 

Fair value is determined at the market value of the securities held in the beneficial trusts at 
June 30, 2010 and 2009.  The value is determined based on the proportional beneficial 
interest held in the trust, with the Foundation the sole beneficiary of the majority of the 
trusts.  Due to the nature of the valuation inputs, the interest is classified within Level 2 of 
the hierarchy. 

 
d. 

 
Restricted Investments 

Level 1 securities include money market accounts, which are based on quoted market prices 
in an active market and Level 2 securities include U.S. agency obligations.  The Level 2 
securities are based on quoted market prices and are based on a pricing service and use 
inputs as described above. 
 

The following table presents the fair value measurements of assets and liabilities recognized in 
the accompanying consolidated statements of financial position measured at fair value on a 
recurring basis and the level within the Topic 820 fair value hierarchy in which the fair value 
measurements fall at June 30, 2010 and 2009 (in thousands):    
 

Quoted Prices in 
Active Markets 

for Identical 
Assets

Significant 
Other 

Observable 
Inputs

Significant 
Unobservable 

Inputs
Fair Value (Level 1) (Level 2) (Level 3)

Money market mutual funds 282$           282$                      

Investments
Preferred and common stock 67,800        66,275                   1,525$                
Corporate bonds 23,539        -                            23,539$              -                          
Mutual funds 73,648        73,648                   -                          -                          
Investment in partnerships 
  and funds of funds 354,876      -                            228,967              125,909              
U.S. government securities 697             -                            697                     -                          
Marketable alternatives 123,435      -                            14,151                109,284              

Funds held in trust by others 37,934        -                            37,934                -                          

Restricted investments
U.S. Treasury money markets 1,681          1,681                     -                          -                          
Money market mutual funds 2,609          2,609                     -                          -                          
U.S. agency obligations 309             -                            309                     -                          

2010
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Quoted Prices in 
Active Markets 

for Identical 
Assets

Significant 
Other 

Observable 
Inputs

Significant 
Unobservable 

Inputs
Fair Value (Level 1) (Level 2) (Level 3)

Money market mutual funds 13,442$      13,442$                 

Investments
Preferred and common stock 83,956        83,956                   
Corporate bonds 24,679        -                            24,679$              
Mutual funds 79,825        79,825                   -                          
Investment in partnerships 
  and funds of funds 299,174      -                            188,346              110,828$            
U.S. government securities 9,579          -                            9,579                  -                          
Marketable alternatives 92,429        -                            13,703                78,726                

Funds held in trust by others 34,847        -                            34,847                -                          

Restricted investments
U.S. treasury money markets 2,736          2,736                     -                          -                          
U.S. agency obligations 1,682          -                            1,682                  -                          

2009

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

Investment in 
partnerships 
  and funds of 

funds
Marketable 
alternatives

Preferred and 
common stock

Balance, July 1, 2009 110,828$           78,726$          -$                       

Total realized and unrealized
gains and losses 12,422               9,212              -                         

Purchases 8,062                 27,000            1,525                 
Sales (5,403)               (2,362)             -                         
Settlements -                        (3,292)             -                         

Balance, June 30, 2010 125,909$           109,284$        1,525$               

Total gains for the period included in change
in net assets attributable to the change in 
unrealized gains or losses related to assets still 
held at the reporting date 8,435$               10,640$          -$                       
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Investment in 
partnerships

Marketable 
alternatives

Balance, July 1, 2008 94,439$             95,953$          

Total realized and unrealized
gains and losses (12,772)             (9,611)             

Purchases 31,754               5,000              
Sales (2,593)               (7,570)             
Settlements -                        (5,046)             

Balance, June 30, 2009 110,828$           78,726$          

Total losses for the period included in change
in net assets attributable to the change in 
unrealized gains or losses related to assets still 
held at the reporting date (12,772)$           (8,291)$           

 
Realized and unrealized gains and losses included in change in net assets for the years ended 
June 30, 2010 and 2009, are reported in the consolidated statements of activities as follows (in 
thousands):   

 
2010 2009

Total gains/(losses) 21,634$     (22,383)$    
Change in unrealized gains or losses relating to 
  assets still held at the consolidated statement
  of financial position date 10,640$     (21,063)$    

 
 
The following methods were used to estimate the fair value of all other financial instruments 
recognized in the accompanying consolidated statements of financial position at amounts other 
than fair value. 
 

Cash and Cash Equivalents: 
The carrying amount approximates fair value. 
 
Loan Receivable: 
The carrying amount approximates fair value. 
 
Notes Receivable: 
Carrying amount is a reasonable estimate of fair value. 
 
Contributions Receivable: 
Fair value is estimated using a discounted cash flow model. 
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Restricted Cash: 
The carrying amount approximates fair value. 
 
Bonds and Notes Payable:  
Fair value is estimated based on the borrowing rates currently available to the Foundation for 
bank loans with similar terms and maturities.  The carrying value of $85.4 million and $83.9 
million as of June 30, 2010 and 2009, respectively, approximates fair value. 
 
Funds Held in Trust for Others: 
The carrying amount approximates fair value. 
 
Annuities and Trusts Payable: 
Fair values of the annuity and trust obligations are based on a calculation of discounted cash 
flows of the annuity payments under such obligations. 

 
8. 

 
Funds Held in Trust by Others 

The Foundation has been designated by the University as the income beneficiary of various trusts 
and financial entities which are held and controlled by others.  One of these is a perpetual and 
irrevocable trust known as the University of Louisville Trust (Trust).  It was created in 1983 to 
receive, administer, and invest assets which result from gifts to the Trust.  The market value of 
the Trust was approximately $15.5 million and $14.7 million as of June 30, 2010 and 2009, 
respectively.  The Foundation’s portion of the market value of the remaining trusts was 
approximately $22.4 million and $20.1 million as of June 30, 2010 and 2009, respectively.  
These funds are invested in various equities and income producing assets.  For the years ended 
June 30, 2010 and 2009, the Foundation received income of approximately $3.0 million and $1.5 
million, respectively, from these trusts.  These receipts are included in endowment income. 
 

9. 
 
Restricted Investments 

Restricted investments consist of money market accounts, agency securities, and a guaranteed 
investment contract of approximately $5.6 million at June 30, 2010 and 2009.  These investments 
are restricted by bond indenture for payment of debt service, and repairs and replacement.  
 

2010 2009
U.S. treasury money market 1,681$    2,736$    
U.S. agency obligations 309         1,682      
Money market mutual funds 2,609      -              
Guaranteed investment contract 958         1,152      

5,557$    5,570$    
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10. 
 

Capital Assets 

Capital assets as of June 30, 2010 and 2009 are as follows (in thousands): 
 

2010 2009
Residence halls:

Buildings 50,734$   50,629$   
Furniture and fixtures 3,586       3,460       
Construction in process 211          83            
Accumulated depreciation (12,294)    (10,590)    

Net 42,237     43,582     

Other:
Land 24,242     19,743     
Land held for construction 7,555       7,555       
Buildings 31,532     30,622     
Other plant assets 27,142     15,820     
Construction in process 2,097       9,409       
Accumulated depreciation (14,337)    (12,401)    

Net 78,231     70,748     
Total - net 120,468$ 114,330$ 

 
 

Pursuant to the lease agreement, ULH agreed to pay the University annual ground rental equal to 
available excess cash flow, as defined in the agreement.  For the years ended June 30, 2010 and 
2009, ULH recognized ground rental expense of approximately $555,000 and $928,000, 
respectively. 
 

11. 
 
Funds Held in Trust for Others 

The Foundation is the custodian of funds owned by the Association.  The Association is a 
separate corporation organized for the purpose of promoting the intercollegiate athletic activities 
of the University.  The Foundation serves in an agency capacity and invests funds on behalf of 
the Association based on a formal trust agreement.  As of June 30, 2010 and 2009, the 
Foundation held approximately $32.1 million and $29.7 million, respectively, for the 
Association’s investment purposes. 
 
During the year ended June 30, 2005, the Foundation entered into an agreement with Jewish 
Hospital & St. Mary’s Healthcare, Inc. (Jewish Hospital) whereby the Foundation serves in an 
agency capacity to invest funds on behalf of Jewish Hospital.  Jewish Hospital is a separate 
corporation organized for the purpose of providing healthcare services.  As of June 30, 2010 and 
2009, the Foundation held approximately $9.2 million and $8.4 million, respectively, for Jewish 
Hospital’s investment purposes. 
 
During the year ended June 30, 2007, the Foundation entered into an agreement with the 
University of Louisville Research Foundation, Inc. on behalf of the School of Dentistry, whereby 
the Foundation serves in an agency capacity to invest funds on behalf of the University of 
Louisville Research Foundation, Inc.  As of June 30, 2010 and 2009, the Foundation held 
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approximately $3.7 million and $3.4 million, respectively, for the University of Louisville 
Research Foundation, Inc.’s investment purposes. 
 
The Foundation, acting in an agent capacity, does not reflect earnings on investments held in 
trust for others in the consolidated statements of activities as these earnings are distributed to the 
owners of the funds. 
  

12. 
 
Bonds and Notes Payable 

Bonds and notes payable consist of the following at June 30, 2010 and 2009 (in thousands): 
 

Description
Fiscal Year 
of Maturity 2010 2009

Series 2001A 
(non taxable)

Variable rate demand bonds with principal payments of $115 to 
$2,935 are due annually through maturity, and interest is due 
monthly at variable rates up to 12% 

N/A 22,295$     

Series 2002A 
(non taxable)

Variable rate demand bonds with principal payments of $25 to 
$985 are due annually through maturity, and interest is due 
monthly at variable rates up to 12% 

N/A 13,835       

Series 2005A 
(non taxable)

Principal payments of $270 to $1,060 are due annually beginning 
6/1/16 through maturity, and interest is due monthly at fixed rates 
from 4% to 5%.

Ranging from 
2016 to 2035

13,815$     13,910       

Series 2005B 
(taxable)

Principal payments of $55 to $390 are due annually through 
maturity, and interest is due monthly at a fixed rate of 4.91%.

2016 1,650         1,820         

Series 2009A
 (non taxable)

Principal payments of $305 to $2,610 are due annually beginning 
10/01/10 through maturity, and interest is due semi-annually at 
fixed rates from 2% to 4.5%.

Ranging from 
2011 to 2033

13,660       -                 

Series 2010A 
(non taxable)

Principal payments of $765 to $2,815 are due annually beginning 
10/1/10 through maturity, and interest is due semi-annually at a 
fixed rates from 2.0% to 4.4%

Ranging from 
2011 to 2030

22,020       -                 

Note Payable - AAF Fixed rate of 5.99% with principal payment at end of note 2012 2,200         2,200         

Note Payable - AAF Fixed rate of 1.80% with principal payment at end of note 2012 5,992         5,992         

Note Payable - KYT Fixed rate of 4.96% with principal payment at end of note 2014 7,000         7,000         

Note Payable - KYT Fixed rate of 6.46% with principal payment at end of note 2014 12,500       12,500       

Line of Credit - Nucleus Variable rate, 1.85%  and 2.19% as of June 30, 2010 and 2009, 
respectively - unsecured

2010 4,120         4,120         

Note Payable -  ULF Annually adjustable fixed rate, 6.24% as of June 30, 2010, with 
principal and interest payments due monthly

2020 2,078         -                 

Total bonds and notes payable 85,035       83,672       
Plus unamortized premium 413            268            
Bonds and notes payable, net 85,448$     83,940$     
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a. 
 

Bonds Payable 

The outstanding bonds are secured by deposits with the bond trustee, which are reported in 
restricted investments in the consolidated statements of financial position as of June 30, 2010 
and 2009 and mortgages on the respective properties.   
 
During the fiscal year ended June 30, 2010, ULH issued Student Housing Industrial Building 
Refunding Revenue Bonds, Series 2009A and Student Housing Industrial Building 
Refunding Revenue Bonds, Series 2010A to advance refunding on the outstanding Variable 
Rate Demand Student Housing Industrial Building Revenue Bonds, Series 2001A and 
Variable Rate Demand Student Housing Industrial Building Revenue Bonds, Series 2002A.   
A loss on defeasance of approximately $921,000 resulted from the advance refunding and is 
included in residence hall operations expense on the statement of activities for the year ended 
June 30, 2010. 

 
b. 

 
Notes Payable - AAF 

In July 2008, AAF entered into a note payable with a financial institution to borrow $6.0 
million in relation to the purchase of Cardinal Station.  The note bears an interest rate of 
1.8% per annum, payable monthly.  The principal is due in full January 2012. 
 
In November 2008, AAF entered into a note payable with a financial institution to borrow 
$2.2 million.  The note bears an interest rate of 5.99% per annum, payable monthly.  The 
principal is due in full in January 2012. 
 
These notes are collateralized by mortgages on AAF property and pledges of lease and rent 
revenue. 
   

c. 
 

Notes Payable - KYT 

In November 2008, KYT entered into a note payable with a financial institution to borrow 
$12.5 million in relation to the purchase of property adjacent to the University.  The note 
bears an interest rate of 6.46% per annum, payable monthly.  The principal is due in full 
November 2013. 
 
In November 2008, KYT entered into a note payable with a financial institution to borrow 
$7.0 million in relation to the purchase of property adjacent to the University.  The note 
bears an interest rate of 4.96% per annum, payable monthly.  The principal is due in full 
November 2013. 
 
These notes are collateralized by mortgages on KYT property and pledges of lease and rent 
revenue. 

 
d. 
 

Line of Credit – Nucleus 

In July 1999, Nucleus entered into a $5.0 million line of credit agreement with a financial 
institution, which matured on July 15, 2010 and subsequently renewed and extended to July 
15, 2011.  The line is unsecured and guaranteed by the Foundation.  There was 
approximately $880,000 unused and available on the line of credit at June 30, 2010 and 
2009. 
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e. 
 

Note Payable – ULF 

In September 2009, ULF entered into a note payable with a financial institution to borrow 
$2.2 million in relation to the purchase of property near the University.  The note bears an 
initial interest rate of 6.24% until September 2014, at which time it will be adjusted annually.  
Principal and interest payments are due monthly, with final payment due in September 2019.  
The note is secured by a mortgage on the property. 
 

Principal payments on the above obligations due in the next five years and thereafter are as 
follows (in thousands): 

 
Principal

For the Year Ended June 30, Due
2011 5,572$     
2012 9,806       
2013 1,641       
2014 21,268     
2015 1,886       
Thereafter 44,862     

85,035$   
 

13. 
 
Guarantees 

a. 
 
Bonds Payable 

ULF is the guarantor of the ULH bonds payable.  Amounts payable under the guaranty are 
limited as follows (in thousands): 

 

Residence Hall
 Aggregate 

limit 

Bettie Johnson Hall 32,455$       2,938$       
Kurz Hall 21,367         955            
Community Park 31,308         1,121         

 Annual 
limit 

 
 

b. 
 

Notes Payable and Line of Credit 

ULF is the guarantor of the AAF and KYT note payables and the Nucleus line of credit. As 
of June 30, 2010 and 2009, the outstanding principal related to the note payables was $27.7 
million and the outstanding principal related to the line of credit was $4.1 million. 

 
c. 
 

Student Organization Loans 

During the fiscal year ended June 30, 2010, ULF became the guarantor on a loan for a 
University affiliated student organization with a principal balance of $150,000.  As of June 
30, 2010, ULF guaranteed three separate loans related to student organizations.  If the 
student organization does not meet its scheduled payments, ULF could be called upon to 
make the payments, as well as collection expenses and costs.  The total amount approved for 
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loans was approximately $1.2 million, with $0.9 million and $1.0 million outstanding, as of 
June 30, 2010 and 2009, respectively.  

 
d. 

 
Association Mortgage Revenue Bonds 

In July 2008, the Louisville Metro Government issued $39.8 million of Mortgage Revenue 
Bonds 2008 Series A and $43.5 million of Mortgage Revenue Bonds 2008 Series B 
(Mortgage Revenue Bonds) at a combined net interest cost of 4.2 percent, the proceeds of 
which were loaned to the Association.  The bond proceeds were used on September 1, 2008 
to retire the Association’s outstanding County of Jefferson Kentucky Government Lease 
Revenue Bonds, Series 1997, the proceeds of which financed the acquisition, construction, 
installation and equipping of the sports stadium known as University of Louisville Papa 
John’s Cardinal Stadium (Stadium).  Excess funds were used to finance a portion of the costs 
of acquisition, construction, installation and equipping of an expansion to the Stadium. 
 
The Foundation is the guarantor of the Mortgage Revenue Bonds, and as such has agreed to 
maintain a balance of available cash sufficient enough to cover the next debt service 
payment.  In exchange for the Foundation’s willingness to serve as guarantor, the 
Association has agreed to pay the Foundation a credit enhancement fee and to exonerate and 
indemnify the Foundation from all liability in connection with the Mortgage Revenue Bonds, 
the obligations of the Association under the Loan Agreement and Mortgage, and any and all 
payments made by the Foundation as guarantor. 

 
e. 

 
Lease Guarantee 

In December 2006, the Foundation became the guarantor of payments due to University 
Faculty Office Building, LLC (UFOB) under the Master Lease agreement between the 
Medical School Practice Association, Inc. (MSPA) and UFOB.  The Foundation has 
guaranteed the full and prompt payment of all amounts due to UFOB including any damages 
for default and payments to reimburse UFOB for any costs and expenses incurred by UFOB 
to cure any default by MSPA.  The initial lease term is 15 years, beginning in July 2008.  The 
annual lease payments due from MSPA to UFOB are approximately $3.5 million, with an 
annual inflation of 3 percent.   

 
14. 
 

Other Liabilities 

Other liabilities, as of June 30, 2010 and 2009 are as follows (in thousands): 
 

2010 2009
Unitrust and annuity obligations 4,225$    3,798$    
Deferred revenue 5,413      5,681      
Grawemeyer awards 1,869      1,893      
Deferred compensation 3,926      2,797      
Miscellaneous 17           18           
Asset retirement obligation 285         285         

Total 15,735$  14,472$  
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15. 
 
Annuities and Trusts Payable 

The Foundation has been the recipient of several gift annuities which require future payments to 
the donor or their named beneficiaries.  The assets received from the donor are recorded at fair 
value.  The Foundation has recorded a liability at June 30, 2010 and 2009 of approximately $1.9 
million, which represents the present value of the future annuity obligations.  The liability has 
been determined using discounts rates ranging from 2.60% to 7.78%. 
 
The Foundation administers various charitable remainder trusts.  A charitable remainder trust 
provides for the payment of distributions to the grantor or other designated beneficiaries over the 
trust’s term (usually the designated beneficiary’s lifetime).  At the end of the trust’s term, the 
remaining assets are available for the Foundation’s use.  The portion of the trusts attributable to 
the future interest of the Foundation is recorded in the consolidated statements of activities as 
temporarily restricted contributions in the period the trust is established.  Assets held in the 
charitable remainder trusts are recorded at fair value in the Foundation’s consolidated statements 
of financial position.  On an annual basis, the Foundation revalues the liability to make 
distributions to the designated beneficiaries based on actuarial assumptions.  The Foundation has 
recorded a liability at June 30, 2010 and 2009 of approximately $2.3 million and $1.9 million, 
respectively, which represents the present value of the future obligations.  The liability has been 
determined using discount rates ranging from 4.10% to 8.75%, a rate of return of 7.1%, and 
applicable mortality tables. 

 
16. 

 
Research Challenge Trust Fund 

The Research Challenge Trust Fund (RCTF) was created with the passage of the Postsecondary 
Education Improvement Act of 1997 (HB 1).  The objectives of RCTF stated in the bill are to, 
among other things, support efforts by the University to become a premier, nationally recognized 
metropolitan university.  During the 1998 session of the Kentucky General Assembly, a $100 
million ($16.7 million to the University) endowment was appropriated from the General Fund 
Surplus Expenditure Plan of House Bill 321 in support of the research universities’ (i.e. the 
University and other state supported colleges and universities) missions.   
 
The University irrevocably contributed these RCTF funds to the Foundation, although earnings 
from these funds are designated for the University in perpetuity. 
 
State government will provide endowment funds with the provision that the universities match 
them dollar-for-dollar with donations received to establish endowments for research activities.  
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17. 
 

Expenses 

Expenses by natural classification for the years ended June 30, 2010 and 2009 were 
approximately (in thousands): 

2010 2009
Personal service costs 36,214$        40,458$        
Services 33,392          32,504          
Equipment repairs 1,423            1,636            
Supplies 3,261            2,777            

 Depreciation and amortization  5,250            4,206            
Interest 3,294            2,724            
Contributions to various University departments 4,760            2,298            

87,594$        86,603$        
 

18. 
 

Fundraising Expenses 

 Fundraising expenses were approximately $7.9 million and $7.8 million for the years ended June 
30, 2010 and 2009, respectively. 
 

19. 
 
Net Assets 

Net assets of the Foundation are segregated into classes of unrestricted, temporarily restricted, 
and permanently restricted assets.  The following tables describe the functional classifications of 
temporarily and permanently restricted net assets as to purpose based upon the intent of donors 
(in thousands) as of June 30, 2010 and 2009: 

 
June 30, 2010:

 Temporarily 
Restricted 

 Permanently 
Restricted 

Instruction 985$                36,448$           
Research 74                    182,106           
Public service -                       2,573               
Academic support 450                  53,132             
Student services -                       163                  
Institutional support 43,021             5,682               
Scholarships/fellowships 634                  83,128             
Auxiliary operations & other -                       300                  

Total 45,164$           363,532$         
 

 



 

  - 30 - 

June 30, 2009:
 Temporarily 

Restricted 
 Permanently 

Restricted 
Instruction 980$                34,043$           
Research 366                  169,037           
Public service -                       2,385               
Academic support 423                  49,016             
Student services -                       151                  
Institutional support 41,156             5,272               
Scholarships/fellowships 652                  76,284             
Auxiliary operations & other -                       282                  

Total 43,577$           336,470$         
 

 
Donor imposed restrictions expired on temporarily restricted net assets during the years ended 
June 30, 2010 and 2009 as follows (in thousands): 

2010 2009
Temporarily restricted contributions for:

Research 38$         291$       
Academic support 435         497         
Scholarships/fellowships 806         807         
Net decrease in contributions receivable 2,209      -              

Total net assets released from restrictions 3,488$    1,595$    
 

20. 
 
Commitments  

At June 30, 2010, the Foundation had approximately $369,000 in encumbrances outstanding for 
future expenditures. 

 
21. 

 
Risks and Uncertainties 

a. 
 

Current Economic Conditions 

The current protracted economic decline presents not-for profit organizations with difficult 
circumstances and challenges, which in some cases have resulted in large declines in the fair 
value of investments and other assets, constraints on liquidity and difficulty obtaining 
financing.  The consolidated financial statements have been prepared using values and 
information currently available to the Foundation. 
 
In addition, given the volatility of current economic conditions, the values of assets and 
liabilities recorded in the consolidated financial statements could change rapidly, resulting in 
material future adjustments in investment values that could negatively impact the 
Foundation’s ability to meet debt covenants or maintain sufficient liquidity. 
 



Tab 6 
RESOLUTION 

BOARD OF DIRECTORS 
UNIVERSITY OF LOUISVILLE FOUNDATION, INC. 

 
October 28, 2010 

 
A. CORPORATE SIGNATURE AUTHORITY: 
 
 BE IT RESOLVED, that the following named individuals in their capacity as officers or 
employees of the Foundation or employees of the University acting as agents for the Foundation 
be and hereby are the only officers and agents of the Foundation empowered to execute contracts 
on behalf of the University of Louisville Foundation, Inc.: 
 

NAME   TITLE 
 
J. Chester Porter  Chair 
Burt Deutsch    Vice Chair 
James R. Ramsey  President 
Shirley Willihnganz  Executive Vice President 
Larry L. Owsley  Vice President 
Joyce Hagen   Treasurer 
Michael J. Curtin  Assistant Treasurer 
Kathleen M. Smith  Chief of Staff/Assistant Secretary 

 
B. FINANCE/INVESTMENT SIGNATURE AUTHORITY: 
 
 BE IT FURTHER RESOLVED that the following named individuals in their capacity as 
officers or employees of the Foundation or employees of the University acting as agents for the 
Foundation be and hereby are the only officers and agents of the Foundation empowered to 
endorse securities for sale or subscription, purchase or sell securities, and execute any documents 
incident to the management and administration of investments, such documents to include but 
not be limited to purchase or sale authorizations or agreements, participation agreements, stock 
or bond powers and proxies, on behalf of the University of Louisville, Foundation, Inc.; 
 

NAME   TITLE 
 
J. Chester Porter  Chair 
Burt Deutsch   Vice Chair 
James R. Ramsey  President 
Michael J. Curtin  Vice President 
Shirley Willihnganz  Executive Vice President 
Joyce Hagen   Treasurer 
Larry Zink   Controller, U of L 
Joseph R. Gahlinger  Director, Investment & Financial Mgmt. 

 
 
 
 



 
C. DEVELOPMENT/DONOR RELATIONS SIGNATURE AUTHORITY: 
 
 BE IT FURTHER RESOLVED that the following named individuals in their capacity as 
officers or employees of the Foundation or employees of the University acting as agents for the 
Foundation be and hereby are the only officers and agents of the Foundation empowered to 
execute gift receipts and U.S. Internal Revenue Service forms pertaining to gift reports, on behalf 
of the University of Louisville Foundation, Inc.: 
 

NAME   TITLE 
 
J. Chester Porter  Chair 
Burt Deutsch   Vice Chair 
James R. Ramsey  President 
Michael J. Curtin  Vice President 
A. Keith Inman  Vice President  
Joyce Hagen   Treasurer 
Kathleen M. Smith  Chief of Staff/Assistant Secretary 

 
D. CERTIFICATION AUTHORITY: 
 
 BE IT FURTHER RESOLVED that the following named individuals in their capacity as 
officers or employees of the Foundation or employees of the University acting as agents for the 
Foundation be and hereby are the only officers and agents of the Foundation empowered to 
certify or authenticate the signatures of a corporate officer and the minutes, resolutions and other 
records of the Foundation, when such action is required of the University of Louisville 
Foundation, Inc.: 
 

NAME   TITLE 
 
Eddy Roberts    Secretary 
Kathleen Smith  Assistant Secretary 

 
 BE IT FURTHER RESOLVED that this resolution shall and does supercede any and all 
previous resolutions authorizing such signatures for the University of Louisville Foundation, Inc. 



 
CERTIFICATE 

 
 I certify that I am the duly qualified Assistant Secretary to the Board of Directors of the 
University of Louisville Foundation, Inc., that the foregoing is a true copy of the resolution 
adopted at the regular meeting of such, which was held the 28th day of October, 2010.  I further 
certify that such resolution is still in full force and effect. 
 
Dated this ________ day of __________________, 2010. 
 
 
      __________________________________________ 
      Assistant Secretary 
      University of Louisville Foundation, Inc. 
 
 
 
 


	ULF agenda 10 28 2010
	ULF - Tab 1
	ULF Tab 2
	Slide Number 1
	Endowment Performance Comparison�(net returns)
	Recent Value Changes in Endowment�(in thousands)
	Total Return Analysis�July 1, 1995- June 30,2010
	Endowment Performance by Composite
	Endowment Performance by Composite�(cont.)
	Marketable Alternative Performance
	Non-Marketable Performance�As of March 31, 2010

	ULF Tab 3
	ULF Tab 4
	ULF management letter 2010
	ULF Audited Financial Statements 2010
	ULF Tab 6



