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Board of Trustees 
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Bowling Green, OH 43403 
 
 
We have reviewed the Independent Auditor’s Report of The Bowling Green State University 
Foundation, Inc. and Subsidiary, Wood County, prepared by Crowe Horwath LLP, for the audit 
period July 1, 2013 through June 30, 2014.  Based upon this review, we have accepted these 
reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State did 
not audit the accompanying financial statements and, accordingly, we are unable to express, and 
do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements. The Bowling Green State University Foundation, 
Inc. and Subsidiary is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
October 6, 2014  
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INDEPENDENT AUDITOR’S REPORT 

 
 
 
Management and the Board of Trustees 
The Bowling Green State University 
  Foundation, Inc. and Subsidiary 
 
 
Report on the Financial Statements 
 
We have audited the accompanying consolidated financial statements of Bowling Green State University 
Foundation and Subsidiary  (the ‘Foundation’), which comprise the consolidated statements of financial 
position as of June 30, 2014, and the related consolidated statements of activities and cash flows for the 
year then ended, and the related notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the consolidated financial statements 
are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the 
overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 



 

 
 
 

2. 

Opinion 
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of the Foundation as of June 30, 2014, and the changes in their net assets 
and their cash flows for the year then ended in accordance with accounting principles generally accepted 
in the United States of America. 
 
Other Matter 
 
The consolidated financial statements of Bowling Green State University Foundation as of June 30, 2013, 
were audited by other auditors whose report dated October 11, 2013, expressed an unmodified opinion 
on those statements. 
  
Report on Other Legal and Regulatory Requirements 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 6, 
2014 on our consideration of the Foundation’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters.  The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance.   That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Foundation’s internal control over 
financial reporting and compliance.   
 
 
 
 
 Crowe Horwath LLP 
 
Columbus, Ohio 
October 6, 2014 
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See accompanying notes to consolidated financial statements. 
 

3. 

  2014   2013 
ASSETS 
Current assets 
 Cash and cash equivalents $ 641,356 $ 656,907  
 Contributions receivable, net of allowance for 
   uncollectible contributions   2,240,509  4,517,408 
Total current assets  2,881,865  5,174,315 
 
Investments 
 Fixed income funds  41,373,354  40,202,457 
 Mutual funds  69,290,569  54,970,535 
 Alternative investments  24,606,450  23,091,502 
 Corporate stocks  1,400,749  969,058 
 Money market funds  3,261,270  1,338,094 
Total investments  139,932,392  120,571,646  
 
Prepaid and other assets  139,105  214,104 
Long-term contributions receivable, net of allowance 
  for uncollectible contributions   3,455,978  4,011,739 
Beneficial interest in trust held by others  186,652  - 
Cash value of life insurance  1,496,781  1,400,328 
 
Total assets   $ 148,092,773 $ 131,372,132  
 
LIABILITIES AND NET ASSETS 
Current liabilities 
 Accounts payable $ 340,315 $ 354,864  
Total current liabilities  340,315  354,864 
 
Annuities payable   2,916,298  1,677,591 
Total liabilities   3,256,613  2,032,455 
 
Net assets  
 Unrestricted   7,466,900  3,543,745 
 Temporarily restricted  55,675,701  47,035,461 
 Permanently restricted  81,693,559  78,760,471 
Total net assets   144,836,160  129,339,677  
 
Total liabilities and net assets $ 148,092,773 $ 131,372,132  



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC. AND SUBSIDIARY  
CONSOLIDATED STATEMENT OF ACTIVITIES  
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See accompanying notes to consolidated financial statements. 
 

4. 

  Temporarily Permanently  
 Unrestricted Restricted Restricted Total 
Support, revenue, and gains 
Contributions and gifts  $ 746,703 $ 9,153,359 $ 3,196,709 $ 13,096,771 
Provision for uncollectible contributions  (30,418)  (1,597,318)  (1,124,119)  (2,751,855) 
University support  3,277,603  -  -  3,277,603 
Interest and dividends  397,111  1,919,815  -  2,316,926 
Net realized and unrealized gains (losses)   2,398,059  11,624,437  -  14,022,496 
Other revenue   4,708  1,337,298  -  1,342,006 
Transfers  -  (860,498)  860,498  - 
Net assets released from restriction   12,936,853  (12,936,853)  -  - 
Total support, revenue, and gains  19,730,619  8,640,240  2,933,088  31,303,947 
 
Expenses 
Program services  10,288,440  -  -   10,288,440 
Fund-raising  3,375,051  -  -  3,375,051 
Operating  2,143,973  -  -   2,143,973 
Total expenses  15,807,464  -  -   15,807,464 
 
Change in net assets  3,923,155  8,640,240  2,933,088  15,496,483 
Net assets at beginning of year  3,543,745  47,035,461  78,760,471  129,339,677 
 
Net assets at end of year  $ 7,466,900 $ 55,675,701 $ 81,693,559 $  144,836,160 
 
 
 
 
 



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC. AND SUBSIDIARY  
CONSOLIDATED STATEMENT OF ACTIVITIES  

Year ended June 30, 2013 
 

 
 

 
 

See accompanying notes to consolidated financial statements. 
 

5. 

  Temporarily Permanently  
 Unrestricted Restricted Restricted Total 
Support, revenue, and gains 
Contributions and gifts $ 401,861 $ 5,423,417 $ 768,473 $ 6,593,751 
Provision for uncollectible contributions   (257)  (13,482)  (9,488)  (23,227) 
University support  3,114,904  -  -  3,114,904 
Interest and dividends  442,567  2,168,531  -  2,611,098 
Net realized and unrealized gains   1,351,543  6,409,284  -  7,760,827 
Other revenue   34,602  918,236  96,518  1,049,356 
Transfers   -  (587,016)  587,016  - 
Net assets released from restriction   9,812,662  (9,812,662)  -  - 
Total support, revenue, and gains  15,157,882  4,506,308  1,442,519  21,106,709 
 
Expenses 
Program services  8,556,259  -  -   8,556,259 
Fund-raising  3,057,975  -  -   3,057,975 
Operating  1,720,955  -  -   1,720,955 
Total expenses  13,335,189  -  -   13,335,189 
 
Change in net assets  1,822,693  4,506,308  1,442,519  7,771,520 
Net assets at beginning of year  1,721,052  42,529,153  77,317,952  121,568,157 
 
Net assets at end of year  $ 3,543,745 $ 47,035,461 $ 78,760,471 $ 129,339,677 
 
 
 



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC. AND SUBSIDIARY  
CONSOLIDATED STATEMENTS OF CASH FLOWS  

Years ended June 30, 2014 and 2013 
 

 
 

 
 

See accompanying notes to consolidated financial statements. 
 

6. 

  2014   2013 
Cash flows from operating activities 
Change in net assets $ 15,496,483 $ 7,771,520 
Adjustments to reconcile change in net assets to net cash 
  provided by operating activities: 
 Net realized and unrealized (gains) losses  (14,022,496)  (7,760,827) 
 Proceeds from contributions restricted for 
   long term purposes  (3,196,709)  (768,473) 
 Provision for uncollectible contributions  2,751,855  23,227 
 Changes in operating assets and liabilities: 
  Contributions receivable  80,805  2,259,426 
  Change in beneficial interest in trusts held by others  (186,652)  - 
  Prepaid and other assets  74,999  75,000 
  Accounts and annuities payable  1,415,956  25,848 
 Net cash from operating activities  2,414,241  1,625,721 
 
Cash flows from investing activities 
Sales of investments  32,090,635  14,364,895 
Purchases of investments  (37,428,885)  (16,915,386) 
Net change in cash surrender value of life insurance  (96,453)  84,376 
 Net cash from investing activities  (5,434,703)  (2,466,115) 
 
Cash flows from financing activities 
Proceeds from contributions restricted for 
  long term purposes  3,196,709  768,473 
Payments to annuitants  (191,798)  (93,761) 
 Net cash from financing activities  3,004,911  674,712 
 
Change in cash  (15,551)  (165,682) 
 
Cash at beginning of year  656,907  822,589 
 
Cash at end of year $ 641,356 $ 656,907 
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7. 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES  
 
Basis of presentation:  The consolidated financial statements include accounts of The Bowling Green 
State University Foundation, Inc. (the Foundation) and The Bowling Green State University Foundation 
LLC (the Corporation). Significant intercompany accounts and transactions have been eliminated.  
 
The  Foundation  is  a  non-profit  Ohio  corporation  that  assists  in  the  development  and advancement 
of Bowling Green State University (the University). All program expenses are for the benefit of the 
University.  
 
In July 2004, the Corporation was formed as a wholly owned subsidiary of the Foundation. The 
Corporation was organized to acquire, hold title to, and collect income from real property to the benefit of 
the Foundation and the University.  
 
Significant accounting policies followed in preparing the consolidated financial statements of the 
Foundation are presented below.  
 
Basis of Accounting:  The consolidated financial statements of the Foundation have been prepared on the 
accrual basis of accounting.  
 
Use of Estimates:  The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues, 
expenses, and other changes in net assets during the reporting period. Actual results could differ from 
those estimates.  
 
Cash and Cash Equivalents:  The Foundation considers all highly liquid investments purchased with a 
maturity of three months or less to be cash equivalents. Deposits in banks are insured by an agency of 
the federal government up to the amount on deposit at June 30, 2014 and 2013. 
 
Investments:  Investments are recorded at fair value. Realized gains or losses from sale of securities are 
determined using the cost basis of the securities sold. Interest and dividend income is reported when 
earned. Permanently restricted endowment funds participate in an investment pool in which each fund 
has a specific unit value interest. All investment income, including realized and unrealized gains and 
losses, derived from investments in the endowment investment pool is allocated to the participating 
endowment fund based upon the current year’s average balance of each endowment fund.  
 
Split Interest Agreements:  The Foundation is trustee and beneficiary of numerous irrevocable charitable 
trusts and gift annuities. Such assets are included in investment securities and are recorded at fair value. 
These assets have been donated to the Foundation for investment, in return for payments to the donor(s) 
or their designees. Annuity obligations are recorded at the net present value each year and are based on 
an actuarial calculation that considers the life expectancy of the annuitant and the expected rate of return 
to be earned on the annuitant’s gift. Upon the satisfaction of the terms of each trust or annuity, the 
Foundation receives the balance of the invested assets. These assets are then added to the endowment 
per the donor’s direction.  
 
The Foundation is also named as beneficial of several irrevocable trusts for which third parties are the 
trustees.  The Foundation’s interest in the future income stream of perpetual trusts is recognized based 
on the present fair value of the trust assets.  The Foundation’s interest in such trusts is based on the 
estimated value of the assets to be received from each trust. 
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8. 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Net Asset Classifications:  Resources of the Foundation are maintained in accounts that are classified 
into net asset categories based on the limitations and restrictions placed on the contributions and gifts 
received. The net assets of the Foundation are classified into the following types for financial reporting  
purposes:  
 
 Permanently restricted net assets represent contributions received whereby the donors have 

stipulated that the corpus is to be maintained permanently but permit the Foundation to use or 
expend part or all of the income for either specified or unspecified purposes. The unexpended income 
from these donated assets is classified as temporarily restricted net assets.  
 

 Temporarily restricted net assets contain donor-imposed restrictions that permit the Foundation to 
use or expend the assets as specified. The restrictions are satisfied either by the passage of time or 
by actions of the Foundation.  
 

 Unrestricted net assets are not restricted by donors, or the donor-imposed restrictions have expired. 
The governing board has the right to approve the use of these funds.  
 

Expiration of Donor-Imposed Restrictions:  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 either the 
stipulated time has elapsed or when the stipulated purpose for which the resource was restricted has 
been fulfilled, or both. 
 
Net assets are released from donor restrictions by incurring expenses satisfying the restricted purposes 
or by occurrence of events specified by the donors or by the change of restrictions specified by the 
donors.  When an expense is incurred for purposes for which both restricted and unrestricted resources 
are available, it is the Foundation’s policy to apply restricted resources first, then unrestricted resources 
as needed. 
 
Promises to Give:  Unconditional promises to give are recognized as revenues on a discounted basis in 
the period made. Conditional promises to give are recognized when the conditions on which they depend 
are substantially met and the promises become unconditional.  
 
Restricted and Unrestricted Contributions:  Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support, depending on the existence and/or nature of any 
donor restrictions.  In addition, based upon the Foundation’s gift policies, certain installment gifts are held 
in the temporarily restricted category until a certain dollar amount is reached and then the balance is 
transferred to permanently restricted in accordance with the donor’s intent. Net assets of approximately 
$860,000 and $587,000 have been reclassified during the years ended June 30, 2014 and 2013, 
respectively, to reflect such balances as permanently restricted net assets. 
 
In-Kind Gifts:  In-kind gifts, when received, are reflected as contributions in the accompanying 
consolidated financial statements at the estimated fair value at the date of receipt. Fair value 
measurement is determined based on various assumptions, judgments, and factors specific to the gift. In  
management’s opinion, the values determined approximate fair value. The Foundation received  
in-kind gifts in 2014 and 2013 valued approximately at $1,533,000 and $761,000, respectively.  
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9. 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Income Taxes:  The Foundation has been recognized by the Internal Revenue Service as an organization 
exempt from federal taxation under Section 501(c)(3) of the Internal Revenue Code. The Foundation is a  
public charity by reason of being described in Internal Revenue Code Section 170(b)(1)(A)(iv).  
The Foundation is exempt from federal income taxes except to the extent of income derived from  
unrelated business activities. Unrelated business income is not material to the consolidated  
financial statements. The Corporation is incorporated as a limited liability corporation.  
 
The Foundation completed an analysis of its tax positions, in accordance with Accounting Standards 
Codification (ASC) 740, Income Taxes, and determined that no amounts were required to be recognized 
in the consolidated financial statements at June 30, 2014 or 2013.  
 
The Foundation is no longer subject to examination by taxing authorities for years before 2011.  The 
Foundation does not expect the total amount of unrecognized tax benefits to significantly change in the 
next 12 months. 
 
Annuities Payable:  The Foundation receives life annuity donations. Fixed payments from these funds are 
to be remitted to the donor from the donor’s specified date of commencement until death, at which time 
any remaining balance will revert to the Foundation. The Foundation reports as a contribution the 
difference between the funds received and the present value of all expected annuity payments to be 
made to the donor. A portion of the payments to the donors is charged to the annuities payable account 
each year.  
 
Reclassifications:  Certain prior year amounts have been reclassified to conform to the current year 
presentation.  These reclassifications had no effect on previously reported changes in net assets or total 
net assets. 
 
Subsequent Events: The Foundation evaluated the effect of subsequent events through October 6, 2014, 
representing the date on which the consolidated financial statements were available to be issued. No  
recognized  subsequent  events  were  identified  for  recognition  or  disclosure  in  the consolidated 
statements of financial position or the accompanying notes to the consolidated financial statements.  
 
 
NOTE 2 - CONTRIBUTIONS RECEIVABLE AND CONTRIBUTED SERVICES  
 
Contributors to the Foundation have made written unconditional promises to give, on which management 
has set up an allowance for uncollectible pledges. Contributions receivable reflect net present value using 
discount rates ranging from 1.2% to 2.2%.  Write-offs of uncollectible pledges for the years ended  
June 30, 2014 and 2013, amounted to approximately $341,100 and $906,400, respectively. 
 
Contributions receivable at June 30 are due as follows:  
 2014 2013 
 
Within one year $ 5,052,628 $ 4,638,694  
One to five years  3,612,018  3,485,903 
More than five years  357,204  770,452 
  9,021,850  8,895,049 
Less allowance  (2,967,977)  (216,122) 
Present value discount  (357,386)  (149,780) 
 
Total $ 5,696,487 $ 8,529,147 
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10. 

NOTE 2 - CONTRIBUTIONS RECEIVABLE AND CONTRIBUTED SERVICES (Continued)  
 
A change in the estimate for the allowance for doubtful accounts resulted in an increase in the current 
year of approximately $2,700,000 related to contributions receivable recorded in prior years. 
 
Contributions receivable from related parties totaled approximately $143,000 and $73,000 at June 30, 
2014 and 2013, respectively. Related party contribution revenue recognized for the years ended June 30, 
2014 and 2013 totaled $406,000 and $325,000 respectively. 
 
The Foundation has conditional promises to give of approximately $53,633,000 and $58,775,000 for 
estates or planned gifts as of June 30, 2014 and 2013, respectively, which are not shown in the 
accompanying consolidated financial statements until the condition has been fulfilled. 
 
Expenses related to occupancy of facilities and to certain salaries and fringe benefits of financial, 
accounting, and development personnel are paid by the University on behalf of the Foundation and are 
recorded in the accompanying consolidated financial statements. The Foundation approximates the value 
of these items at $3,278,000 in 2014 and $3,115,000 in 2013.  
 
 
NOTE 3 - INVESTMENTS  
 
Investments at fair value at June 30 are as follows:  
 
 2014 2013 
 
Fixed income funds $ 41,373,354 $ 40,202,457  
Mutual funds  69,290,569  54,970,535 
Corporate stocks  1,400,749  969,058 
Money market funds  3,261,270  1,338,094 
Alternative investments: 
 Hedge funds  14,304,170  13,140,214 
 Private investment funds  7,418,858  6,556,020 
 Real estate funds and other  2,883,422  3,395,268 
  Total alternative investments  24,606,450  23,091,502  
 
Total  $ 139,932,392 $ 120,571,646 
 
Net unrealized gains (losses) on investments were as follows for the years ended June 30: 
 
 2014 2013 
 
Beginning of year $ 10,440,390 $ 3,703,715  
End of year  23,259,772  10,440,390 
 
Net unrealized gains (losses) for the year $ 12,819,382 $ 6,736,675 
 
Realized gains from sales of investment securities amounted to  $1,203,114 in 2014 and $1,024,152 in 
2013. 
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11. 

NOTE 4 - DISCLOSURES ABOUT FAIR VALUE OF ASSETS  
 
The Foundation measures certain financial assets and liabilities at fair value on a recurring basis.  Fair 
value is a market-based measurement, not an entity-specific measurement. Therefore, a fair value 
measurement should be determined based on the assumptions that market participants would use in 
pricing the asset or liability. The Foundation’s assessment of the significance of a particular input to fair 
value measurement in its entirety requires judgment and considers factors  
specific to the asset or liability. The following three-tier fair value hierarchy prioritizes the inputs  
used in measuring fair value:  
 

Level 1 - Observable inputs such as quoted prices in active markets  
 
Level 2 - Inputs, other than quoted prices in active markets, that are observable either directly or 
indirectly  
 
Level 3 - Unobservable inputs for which there is little or no market data that requires the Foundation 
to develop assumptions  

 
Following is a description of the valuation methodologies used for assets measured at fair value on a 
recurring basis and recognized in the accompanying statements of financial position, as well as the 
general classification of such assets pursuant to the valuation hierarchy. 
 
Investments: Investments of the Foundation include cash equivalents, corporate stocks, equity securities, 
fixed income funds, mutual funds and various alternative investment strategies.  The Foundation records 
investments in cash equivalents, corporate stocks, equity securities, corporate bond funds, and mutual 
funds at their current fair values based on quoted market prices in active markets for identical assets, 
which is consistent with Level 1 in the hierarchy.  
 
Alternative investment strategies include hedge funds, private investments, fund of funds, and real estate 
funds.  None of these investments have an active market. 
 
The fair values of the Foundation’s hedge funds have been estimated using the net asset value per share 
of the investment, or its equivalent.  Due to current market conditions as well as the limited trading activity 
of these securities, the market value of the securities is highly sensitive to assumption changes and 
market volatility (Level 3 inputs). Redemption restrictions are greater than three months.  Commitments 
outstanding on these funds are $712,000 and $941,000 at June 30, 2014 and 2013, respectively.  The 
investment objectives of the various hedge funds are long-term appreciation of principal and hedging 
current market fluctuations for current income.   
 
For the private investment and funds of funds investments, the Foundation has estimated fair value using 
the net asset value per share of the investment, or its equivalent.  Due to current market conditions as 
well as the limited trading activity of these securities, the market value of the securities is highly sensitive 
to assumption changes and market volatility (Level 3 inputs).  At June 30, 2014 or 2013, these 
investments consist mainly of limited partnerships, with a smaller percentage of investments in closely 
held companies. . On the majority of the funds, there are no redemption options. The partnerships are 
scheduled to terminate in 2017-2026.  Commitments outstanding on these funds are $3,619,000 and 
$4,604,000 at June 30, 2014 and 2013, respectively.  The investment objectives of these funds are to 
obtain long term growth capital and they offer investors an opportunity to access the private equity market 
through a much smaller commitment than would be feasible investing directly in funds. 
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12. 

NOTE 4 - DISCLOSURES ABOUT FAIR VALUE OF ASSETS (Continued) 
 
For other investments for which there is no active market, including real estate, Foundation management 
has estimated fair value using the net asset value per share of the investment, or its equivalent.  The 
market value of the securities is highly sensitive to assumption changes and market volatility (Level 3 
inputs). Other than real estate owned directly by the Foundation, there are no redemption options on 
these funds.  Outstanding commitments are $124,000 at both June 30, 2014 and 2013.  The investment 
objectives of the funds are overall long term capital growth. 
   
Due to the inherent uncertainty of valuation of Level 3 investments, the estimated fair values may differ 
significantly from values that would have been used had a readily available market value for the 
investments existed, and the differences could be material. Some of the investments held by the 
Foundation have time limitations on liquidation.  These vary from six months to the term of the limited 
partnership, trust, or fund. During this period the Foundation will be unable to liquidate these investments, 
unless certain events occur. 
 
Split interest agreements: The Foundation’s investments under charitable remainder trusts and charitable 
gift annuities are classified as Level 1. The Foundation records investments in cash equivalents, 
corporate stocks, and mutual funds at their current fair values based on quoted market prices in active 
markets for identical assets, which is consistent with Level 1 in the hierarchy.  
 
Beneficial interest in trust held by others:  The Foundation’s beneficial interest in irrevocable split interest 
agreements held or controlled by a third party are classified as Level 3 as the fair values are based on 
significant unobservable inputs. The fair values estimated using the income approach and are measured 
at the present value of the future distributions the Foundation expects to receive over the term of the 
agreements. 
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13. 

NOTE 4 - DISCLOSURES ABOUT FAIR VALUE OF ASSETS (Continued) 
 
The fair value of these financial assets was determined using the following inputs at June 30, 2014 and 
2013:  
 
 Level 1 Level 2 Level 3 June 30, 2014 
Investments 
  Cash and money market funds $ 3,152,206 $ - $ - $ 3,152,206 
  Domestic corporate stocks  101,262  -  -  101,262 
  Mutual funds 
     Domestic funds  37,291,708  -  -  37,291,708 
     International funds  31,117,503  -  -  31,117,503 
     Fixed income funds  39,129,691  -  -  39,129,691 
  Alternative investments 
     Hedge funds  -  -  14,304,170  14,304,170 
     Private investment  -  -  7,418,858  7,418,858 
     Real estate funds and other  -  -  2,883,422  2,883,422 
Split interest agreements         
  Cash and money market funds  109,064  -  -  109,064 
  Domestic corporate stocks  1,299,487  -  -  1,299,487 
  Mutual funds 
     Domestic funds  881,358  -  -  881,358 
     Fixed income funds  2,243,663  -  -  2,243,663 
Beneficial interest in trust held by others  -  -  186,652  186,652 
 
Total assets $ 115,325,942 $ - $ 24,793,102 $ 140,119,044 
 
 Level 1 Level 2 Level 3 June 30, 2013 
Investments 
  Cash and money market funds $ 1,180,543 $ - $ - $ 1,180,543 
  Domestic corporate stocks  70,529  -  -  70,529 
  Mutual funds 
     Domestic funds  30,097,592  -  -  30,097,592 
     International funds  24,200,472  -  -  24,200,472 
     Fixed income funds  39,028,922  -  -  39,028,922 
  Alternative investments 
     Hedge funds  -  -  13,140,214  13,140,214 
     Private investment funds  -  -  6,556,020  6,556,020 
     Real estate funds and other  -  -  3,395,268  3,395,268 
Split interest agreements         
  Cash and money market funds  157,551  -  -  157,551 
  Domestic corporate stocks  898,529  -  -  898,529 
  Mutual funds 
     Domestic funds  672,471  -  -  672,471 
     Fixed income funds  1,173,535  -  -  1,173,535 
 
Total assets $ 97,480,144 $ - $ 23,091,502 $ 120,571,646 
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14. 

NOTE 4 - DISCLOSURES ABOUT FAIR VALUE OF ASSETS (Continued) 
 
The following is reconciliation of the beginning and ending balances of recurring fair value measurements 
recognized in the accompanying balance sheet using significant observable (Level 3) inputs: 
 
   Real Estate Funds Held In 
 Hedge  Private  and Other Trust by 
 Funds Investments Funds Others Total 
 
Beginning balance, July 1, 2013 $ 13,140,214 $ 6,556,020 $ 3,395,268 $ - $ 23,091,502 
Contributions  -  -  -  186,652  186,652 
Total gains or losses (realized/ 
  unrealized) included in earnings  1,057,417  917,558  (98,057)  -  1,876,918 
Purchases  106,539  -  -  -  106,539 
Sales  -  (54,720)  (413,789)  -  (468,509) 
 
Ending balance, June 30, 2014 $ 14,304,170 $ 7,418,858 $ 2,883,422 $ 186,652 $ 24,793,102 
 
   Real Estate  
 Hedge Private and Other  
 Funds Investments Funds Total 
 
Beginning balance, July 1, 2012 $ 7,869,520 $ 7,620,944 $ 2,765,201 $ 18,255,665 
Total gains or losses (realized/ 
  unrealized) included in earnings  1,130,390  266,750  1,287  1,398,427 
Purchases  4,140,304  -  628,780  4,769,084  
Sales  -  (1,331,674)  -  (1,331,674) 
 
Ending balance, June 30, 2013 $ 13,140,214 $ 6,556,020 $ 3,395,268 $ 23,091,502 
 
Unrealized gains generated from Level 3 investments still held at June 30, 2014 and 2013, and reported 
in the Foundation’s statement of activities were $1,818,704 and $1,623,413, respectively.  
 
Certain investment securities are held by independent custodial and management agents. Custodial and 
management fees paid approximated $105,000 and $109,000 in 2014 and 2013, respectively, and are 
reported as reductions to interest and dividends in the accompanying consolidated statements of 
activities.  
 
Other Financial Instruments:  The Foundation’s other financial instruments include cash and cash 
equivalents, contributions receivable, cash surrender value of life insurance, accounts payable, and 
annuities payable. 
 
For cash and cash equivalents and accounts payable, the carrying amounts approximate fair value 
because of the short maturity of these items. The carrying amount of contributions receivable, cash 
surrender value of life insurance, and annuities payable are a reasonable estimate of the corresponding 
fair value. 
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15. 

NOTE 5 - LIFE INSURANCE POLICIES  
 
The Foundation is owner and beneficiary of certain life insurance policies that have a total face value of 
approximately $10,607,000 at June 30, 2014 and $9,611,000 at June 30, 2013. Premiums on these 
policies are generally paid by the insured individuals. The cash surrender value of such policies 
approximated $1,497,000 and $1,400,000 at June 30, 2014 and 2013, respectively. 
 
 
NOTE 6 - RESTRICTED NET ASSETS  
 
Temporarily restricted net assets at June 30 are available for the following purposes:  
 
 2014 2013 
 
Scholarships $ 26,827,731 $ 21,929,067 
General support   16,737,033  15,599,283  
Capital and equipment  4,056,037  3,134,947 
Professorships  2,796,341  1,980,663 
Centers and institutes  1,592,625  1,418,303 
Foundation operations  1,290,451  1,061,183 
Chair  1,462,536  1,235,113 
Operations  464,082  307,383 
Research  359,160  302,128 
Fellowships  77,024  57,091 
Faculty and staff  12,681  10,300 
 
Total temporarily restricted net assets $ 55,675,701 $ 47,035,461 
 
The following represents a summary of the net assets released from restrictions during the years ended 
June 30:  
 
 2014 2013 
 
General support  $ 6,732,356 $ 5,073,267  
Scholarships  3,853,669  2,467,545 
Capital and equipment  1,058,133  1,235,725 
Professorships  335,407  106,002 
Centers and institutes  333,688  382,091 
Foundation operations  253,502  83,221 
Chair  244,820  288,476 
Operations  93,000  93,000 
Research  28,278  31,831 
Fellowships  3,000  50,904 
Faculty and staff  1,000  600 
 
Total net assets released from restrictions $ 12,936,853 $ 9,812,662  
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16. 

NOTE 6 - RESTRICTED NET ASSETS (Continued)  
 
Permanently restricted net assets at June 30 are restricted to investments in perpetuity, the income from 
which is expendable to support the following purposes: 
 2014 2013 
 
Scholarships $ 50,145,958 $ 48,829,315 
General support   16,359,019  15,417,393  
Professorships  7,982,700  7,952,946 
Capital and equipment  1,876,075  1,876,075 
Chair  1,480,629  1,480,629 
Centers and institutes  1,187,757  1,187,757 
Foundation Operations  1,162,780  550,000 
Operations  1,081,788  1,055,908 
Research  360,691  354,286 
Fellowships  29,209  29,209 
Faculty and staff  26,953  26,953 
 
Total permanently restricted net assets $ 81,693,559 $ 78,760,471 
 
 
NOTE 7 - ENDOWMENT BALANCES  
 
The Foundation’s endowment consists of approximately 973 individual funds established for a variety of 
purposes. The endowment includes donor-restricted endowment funds. Net assets associated with 
endowment funds, including funds designated by the governing board to function as endowments, are 
classified and reported based on the existence or absence of donor-imposed restrictions. Governing 
board restrictions are reported in unrestricted net assets.  
 
The governing board of the Foundation has interpreted the Uniform Prudent Management of  
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original  
gift as of the gift date of the donor-restricted endowment funds, absent explicit donor stipulations  
to the contrary. As a result of this interpretation, the Foundation classifies as permanently net  
restricted 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 the donor- 
restricted endowment fund that is not classified in permanently restricted net assets is classified  
as temporarily restricted net assets until those amounts are appropriated for expenditure by the  
organization in a manner consistent with the standard of prudence prescribed by UPMIFA.  
 
In accordance with UPMIFA, the Foundation considers the following factors in making a determination to 
appropriate or accumulate donor-restricted funds:  
 
   The duration and preservation of the fund  
   The purposes of the Foundation and the donor-restricted endowment fund  
   General economic conditions  
   The possible effect of inflation and deflation 
   The expected total return from income and the appreciation of investments  
   Other resources of the Foundation  
   The investment policies of the Foundation 
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17. 

NOTE 7 - ENDOWMENT BALANCES (Continued) 
 
The Foundation has its investment and spending policies for endowment assets such that it  
attempts to provide a predictable stream of funding to programs supported by its endowment  
while seeking to maintain purchasing power of the endowment assets. Endowment assets include  
those assets of donor-restricted funds that the Foundation must hold in perpetuity or for a donor- 
specific period(s). Under this policy, as approved by the governing board, the endowment assets  
are invested in a manner that is intended to produce a real return, net of inflation and investment  
management costs over the long term. Actual returns in any given year may vary.  
 
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 capital appreciation (realized and unrealized) and 
current yield (interest and dividends). The Foundation targets a diversified asset allocation that places a 
greater emphasis on equity-based and alternative investments to achieve its long-term objective within 
prudent risk constraints.  
 
The Foundation records the annual income of the endowment as temporarily restricted and  
appropriated for expenditure upon meeting donor stipulations. In establishing this policy, the  
Foundation considered the long-term expected return on its endowment. This is consistent with  
the Foundation’s objective to maintain the purchasing power of the endowment assets held in  
perpetuity or for a specified term as well as to provide additional real growth through new gifts  
and investment returns.  
 
The Foundation has adopted a spending policy with respect to amounts available for distribution on all 
endowed funds. The spending policy provides for a range of 3.0% to 7.0% of the three year rolling 
average market value of endowed fund balances, with the Board of Directors approving 3% for 2014 and 
2013.  
 
The Foundation has adopted a policy of charging an administrative fee on all endowed funds, unless 
prohibited by the guidelines of the fund.  The Board of Directors approved an administrative fee of 1.3% 
for the years ended June 30, 2014 and 2013. The Board of Directors also approved the charging of such 
fee on certain non-endowed funds. The fee is based on the prior two-year average market value balance 
for endowed funds and certain non-endowed funds.  
 
The composition of net assets by type of endowment fund at June 30, 2014 and 2013 was: 
 
  Temporarily Permanently 
2014 Unrestricted Restricted Restricted Totals 
 
Donor-restricted endowment funds $ - $ 36,588,636 $ 81,693,559 $ 118,282,195 
Board-designated endowment funds  1,223,456  -  -  1,223,456 
 
 Total endowment funds $ 1,223,456 $ 36,588,636 $ 81,693,559 $ 119,505,651 
 
  Temporarily Permanently 
2013 Unrestricted Restricted Restricted Totals 
 
Donor-restricted endowment funds $ - $ 26,777,413 $ 78,760,471 $ 105,537,884 
Board-designated endowment funds  924,495  -  -  924,495 
 
 Total endowment funds $ 924,495 $ 26,777,413 $ 78,760,471 $ 106,462,379
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18. 

NOTE 7 - ENDOWMENT BALANCES (Continued) 
 
Changes in endowment net assets for the years ended June 30, 2014 and 2013 were: 
 
  Temporarily Permanently 
2014 Unrestricted Restricted Restricted Totals 
 
Endowment net assets,  
  beginning of year $ 924,495 $ 26,777,413 $ 78,760,471 $ 106,462,379 
 
Investment return 
 Investment income  15,520  1,847,028  -  1,862,548 
 Net gains/(losses)  110,577  11,364,342  -  11,474,919 
 
 Total investment return  126,097  13,211,370  -  13,337,467 
 
Contributions and additions  200,045  1,284,552  2,933,088  4,417,685 
Appropriation of endowment assets 
  for expenditure  (27,181)  (4,684,699)  -  (4,711,880) 
Endowment net assets, 
  end of year $ 1,223,456 $ 36,588,636 $ 81,693,559 $ 119,505,651 
 
  Temporarily Permanently 
2013 Unrestricted Restricted Restricted Totals 
 
Endowment net assets,  
  beginning of year $ 878,992 $ 21,761,623 $ 77,317,952 $ 99,958,567 
 
Investment return 
 Investment income  20,239  2,068,011  -  2,088,250 
 Net gains/(losses)  63,266  6,235,604  -  6,298,870 
 
 Total investment return  83,505  8,303,615  -  8,387,120 
 
Contributions and additions  -  537,544  1,442,519  1,980,063 
Appropriation of endowment assets 
  for expenditure  (38,002)  (3,825,369)  -  (3,863,371) 
Endowment net assets,  
  end of year $ 924,495 $ 26,777,413 $ 78,760,471 $ 106,462,379 
 
From time to time, the fair value of assets associated with individual donor-restricted funds may  
fall below the level that the donor or UPMIFA requires the Foundation to retain as a fund of  
perpetual duration. These deficiencies resulted from unfavorable market fluctuations that  
occurred during the year. There were no such deficiencies as of June 30, 2014 and 2013.  
In accordance with ASC 958-205, Not-for-Profit Entities Presentation of Financial Statements  
(formerly FSP FAS 117-1), deficiencies are reflected in unrestricted net assets rather than in  
temporarily restricted net assets by reclassing these deficiencies from temporarily restricted net  
assets to unrestricted net assets and are reported as realized and unrealized losses in the  
accompanying consolidated statements of activities. As the financial markets recover and the  
value of such funds exceeds historical costs, such amounts will be reclassed from unrestricted  
funds and continue to be recorded as temporarily restricted net assets. 
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Crowe Horwath LLP 
Independent Member Crowe Horwath International 

 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL  
 REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON 

AN AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS PERFORMED  
 IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
Management and the Board of Trustees 
The Bowling Green State University 
  Foundation, Inc. and Subsidiary 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the consolidated financial statements of Bowling 
Green State University Foundation and Subsidiary (the ‘Foundation’), which comprise the consolidated 
statement of financial position as of June 30, 2014, and the related consolidated statements of activities, 
and cash flows  for the year then ended, and the related notes to the financial statements, and have 
issued our report thereon dated the same day as this report. 
 
Internal Control Over Financial Reporting  
 
In planning and performing our audit of the consolidated financial statements, we considered the 
Foundation’s internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the consolidated 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Foundation’s internal control. Accordingly, we do not express an opinion on the effectiveness of 
Foundation’s internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the entity’s consolidated financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in 
internal control that is less severe than a material weakness, yet important enough to merit attention by 
those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies 
in internal control that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified.  We did identify certain deficiencies in internal control, described in finding 
2014-01 in the accompanying schedule of findings and responses that we consider to be a significant 
deficiency.  
 
 



 

 
 

 
 

20. 

Compliance and Other Matters  
 
As part of obtaining reasonable assurance about whether the Foundation’s consolidated financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 

The Foundation’s Response to Findings 

The Foundation’s response to the finding identified in our audit is described in the accompanying 
schedule of findings and responses. The Foundation’s response was not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the entity’s internal control or on compliance.   This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s internal control 
and compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
     
 
 
 Crowe Horwath LLP 
 
Columbus, Ohio 
October 6, 2014 
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21. 

Finding 2014-01 
 
Criteria:  The Foundation should have internal controls, including appropriate 

segregation of duties, and a financial process designed to ensure that 
the financial statements are presented in accordance with accounting 
principles generally accepted in the United State of America.  In addition, 
the Foundation’s reporting and closing process should include 
reconciliations and schedules that support the amounts recorded in the 
financial statements.  

 
Condition:  Certain charitable remainder trusts and charitable lead trusts were not 

recorded and certain footnote information was not presented in 
accordance with accounting principles generally accepted in the United 
State of America. The Foundation does not have a formal process for the 
reconciliation of net assets by unrestricted, temporarily restricted and 
permanently restricted categories from the accrual basis to the net asset 
balances in its general ledger software. In addition, upon the departure of 
the Foundation’s Controller in late May, 2014, duties have not been 
appropriately segregated. 

 
Cause:  The principal factors appear to be the Foundation’s lack of a formalized 

closing process for net assets as well as the turnover experienced at the 
end of the current year. 

 
Effect:  The condition noted above has the potential to lead to misstatements or 

misclassifications in the financial statements. 
 
Recommendation: We recommend that the Foundation establish a process that is  designed 

to ensure that the financial statements are presented in accordance with 
accounting principles generally accepted in the United State of America, 
formalize its reporting and closing process to include reconciliations and 
schedules that support the amounts recorded in the financial statements,  
and review its internal control procedures to establish appropriate 
segregation of duties within the current organizational structure. 

 
Management’s response:  Foundation management is committed to continuous improvement and 

accurate reporting of financial position.   
 

This fall, the Foundation has adopted a new and more uniform approach 
to recording the differing types of charitable trusts of which it is 
beneficiary.  We believe that this new approach provides a more 
complete and transparent accounting of the Foundation’s long-term 
interest in these charitable trusts.   

 
The reconciliation of net assets between internal general ledger software 
and GAAP financial statements has been fully reconciled in this fiscal 
year and management acknowledges the need for periodic monitoring 
between internal financials and GAAP requirements on an ongoing 
basis.  The Foundation has determined that the following processes will 
ensure that cash basis net assets and the accrual basis net assets and 
accompanying adjustments are reviewed and reconciled timely. 



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC. AND SUBSIDIARY  
SCHEDULE OF FINDINGS AND RESPONSES 

Year ended June 30, 2014 
 

 
 

 
 

 
 

22. 

Finding 2014-01 (Continued) 
 
Management’s response  
(Continued): 

 Cash basis net asset reconciliation will be prepared and reviewed 
monthly as part of the internal financial statement process. 

 Accrual basis adjustments and net asset reconciliation will be 
prepared 3 times per year, resulting in an external format GAAP 
presentation.  Preparation will coincide with Foundation Board 
meetings ensuring that the Board will be aware of the differences 
between internal and external statements on a consistent basis. 

 Foundation management will maintain regular updates on upcoming 
changes to GAAP requirements to ensure management is prepared 
to make these changes when applicable. 

 
Foundation management recognizes the need for internal controls and 
financial statement reconciliation on a regular, consistent basis.  We 
believe the above processes will ensure that the potential for 
misstatements in the financial statements is minimized. 

 
Segregation of duties is essential to maintaining the above procedures 
and consistent and accurate reporting.  With the departure of the 
Controller in late May, 2014, the Foundation is reviewing the needs of 
the organization for staffing at all levels, as well as working with the 
University to ensure we have efficiencies in place across both 
organizations.  Management, in conjunction with the Foundation Board 
and University management and Board, hope to resolve the staffing 
needs of the Foundation by December, 2014. 
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