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Independent Auditors’ Report

Board of Directors
Western State College Foundation

We have audited the accompanying statements of financial position of the
Western State College Foundation (the Foundation), a not-for-profit organization,
as of June 30, 2011 and 2010, and the related statements of activities and cash
flows for the years then ended. These financial statements are the responsibility
of the Foundation’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan
and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the Foundation as of June 30, 2011 and
2010, and the changes in its net assets and its cash flows for the years then ended

in conformity with accounting principles generally accepted in the United States
of America.

Our audits were conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The supplemental information, as listed in
the table of contents, is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

October 20, 2011

t
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WESTERN STATE COLLEGE FOUNDATION

STATEMENTS OF FINANCIAL POSITION

June 30, 2011 and 2010

Assets
Cash and cash eqUIVALENES ....c.ccceeiriirieiiiieee s
INVESINENES ... vt eeeeeeieie ettt sttt et b e et e b e ss e ebeseeese e beseeenresaeaneanens
Contributions receivable, net of $95,000 (2011) and $60,000 (2010) allowance
OHRET @SSELS. . veveriereeeiieeeieieer ettt b s es et sas e ebesre e e eneobenes

Liabilities
ACCOUNLS PAYADIE. .....c.eovereiiieiriiriireteie ittt v e et a e neens
Bonds payable, including premium $120,000 .........cccoceerieimriiererninncericninneeene
ACCTUEA INLETESE ...ttt e

Net Assets
UDIESITICIEA -ttt e eve et vt v ensteebeassesseesesasensseesesnas
Temporarily TEStIICLEM .....oveieiririeeiiieir ettt e e ea e
Permanently reStriCted .....cuveruriirrrieerieeieireeces ettt a e s ereeeee e b e ersesaeesreneneees

Total Net Assets

Total Liabilities and Net Assets

2011 2010

$ 299,630 § 429,497
15,976,067 14,303,317
2,561,105 2,387,291
202,946 91,748
192,794 228,678
12,800,936 _ 13,162,022

32,033,478 0,602,553

$ 56,592 $ 36,888
8,392,094 9,347,231
205,150 222,196

8,653,836 9,606,315

616,791 (1,998,367)
8,080,193 8,708,061
14,682,658 14,286,544

23,379,642 20,996,238

$ 32,033,478 $ 30,602,553

The accompanying notes are an integral part of these statements.
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WESTERN STATE COLLEGE FOUNDATION

STATEMENTS OF ACTIVITIES

Years Ended June 30,2011 and 2010

Changes in Unrestricted Net Assets
Revenues, gains and other support:
CODTIBULIONS ...ttt ettt s s se e s b e b e e neanes

Net assets released from restrictions:
Satisfaction of program reStrictions .........ceoveveevreerierieeeiirireeeeeerneereeseeeeeneneens

Expenses:
PIOGIAMIS. . .oviivieieeiee ettt ettt e e e e s e e te e e e e senneerrees
Management and GENETal.........cccceevieiiiiinieieiecieeeeeere st s
Fund-raising .........ccevciviivnnciiiniinninnn, SO O

TTAIIST OIS 1ottt e et et s e e e st es e aaeesaeeeeseneeeresnneeenneeeeeasreses
Increase in Unrestricted Net Assets

Changes in Temporarily Restricted Net Assets
Revenues and gains:
CONITIDULIONS ..ttt ettt e sr et se s s s e e e s e s ensesnsennennes

Net assets released from restrictions:
Satisfaction of program restriCtions .........cccovrverveererrireenreerierecsreesreeneenesenenes

TTADSTETS ..ottt ete s e et s s e era e s e s e sesaneeeesrens
Decrease in Temporarily Restricted Net Assets

Changes in Permanently Restricted Net Assets
Revenues and gains:

CONITIDULIONS ...ttt et n e saenen
TTANSTETS ....een ettt
Increase in Permanently Restricted Net Assets

Increase in Net Assets

Net Assets - July 1 ..................................................................................
Net ASSEES - JUNE 30 ..c.uiiiiiiiieieee et et s

The accompanying notes are an integral part of these statements.

A.

2011 2010
190,706 148,295
2,673,677 1,467,297
14,482 14,482
2,878,865 1,630,074
4275892 _ 2,968,846
7.154757 _ 4,598,920
3,214,914 1,810,959
1,072,878 1,007,475
249311 290,771
4,537,103 _ 3.109.205
(2.496) (44,500)
2,615.158 _ 1445215
3,239,095 2,000,524
350,458 187,381
72,537 72,556
3,662,000 2,260,461
(4,275,892)  (2,968,846)
(14,066) 43,750
(627.868) __ (664.635)
379,552 225,530
16,562 750
396,114 226,280
2,383,404 1,006,860
20,996,238 19,989,378
$23.379.642 $ 20,996,238



WESTERN STATE COLLEGE FOUNDATION

STATEMENTS OF CASH FLOWS

Years Ended June 30, 2011 and 2010

Cash Flows from Operating Activities
Cash received from:

Management and general, including interest of $501,501 (2011)
and $307,647 (2010)....cccourrireeriiieieieesiereier et et es e
FUNA-TAISINE «.oceviviiiieeec ettt er e eaeenes

Net Cash Provided by Operating Activities

Cash Flows from Financing Activities
Proceeds from bond 1SSUANCE............ccveieiiriericiecececirere et eeeeeens
Debt ISSUANCE COSES ...veuvvriuririiririeriiieeiriereieeesiereseae e e e e sessesesesbe e seseenenasenes
Contributions to permanently restricted net assets...........ccoeeveenennnen.
Bond principal payments..........oiveiieiiiiie ittt eeens
Net Cash Provided by (Used in) Financing Activities

Cash Flows from Investing Activities
Payment for purchase of INVEStMENtS.......ccovivvieiiirieeeriee et e
Proceeds from sale of iINVESIMENLS ..........cccevveeeirieieriiiereee e
Proceeds from certificate of dEPOSIt.......cccoerviireriiecerciiirirecce e

Payment for purchase of property and equipment.............ccccerevrveenenercniececennee

Net Cash Provided by (Used in) Investing Activities..........

Net Increase (Decrease) in Cash...............occocooiviiiiiiiiiccc e
Cash - JULY Lottt et ee et st ee e enberenas

CaSh - JUNE 30 ..ottt s e ee s s es st s seasesessssaneesenranas

Continued on following page.

2011 2010

$1,534,983 § 1,624,964

1,328,797 843,152
72,537 72,556
14,482 14,482
2,950,799 2,555,154
1,585,404 1,666,567
692,954 481,515
249,311 290,771
2,527,669 2,438,853
423,130 116,301

— 6,000,000

- (77,220)
379,552 225,530
(955.137) _ (833.,440)

(575.585) 5,314,870

(6,243,276)  (9,399,176)
6,265,864 10,149,567
- 34,635

— (6,007.543)

22,588  (5.222,517)
(129,867) 208,654
429,497 220,843

$ 299630 § 429497

The accompanying notes are an integral part of these statements.
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WESTERN STATE COLLEGE FOUNDATION
STATEMENTS OF CASH FLOWS

Years Ended June 30, 2011 and 2010

Continued from previous page.

Reconciliation of Change in Net Assets to
Net Cash Provided by Operating Activities

INCTEASE 1N NEL ASSELS ....cveiveeiereiereeereeeereeteeereeeeeteeearereeeeereeesearseesreesseasnesensannes $ 2,383,404 $ 1,006,860
Adjustments:
Unrealized gain on IMVESHIIENTS ....c..cveviveeieeeeeeeiceeeeeeeeeeeeereeeeeesevsearesessessees (1,695,338)

Contributions to permanently restricted aSSets .........cevveriervverrereesresereeeeenees
In-Kind COMITDULIONS ....veeveriieierieinieeieeeie et s sn e ee e

Non cash satisfaction of program restrictions..............c.oceeeeeerverrerieeeenrerences (1,609,807)

AmOrtization OF deht ISSUE COSES cuvuierrrerrireereeeeeeereeeseeeeeereeeeeesrreessoresessseens

Depreciation

Increase in contributions receivable and other assetS.....oeovvveeereveeeveeereeareeens

Increase in accounts payable and accrued liabilities........cooeeeeuerercrvevenicnene

Net Cash Provided by Operating Activities $

423,130 §

The accompanying notes are an integral part of these statements.
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WESTERN STATE COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

Note 1 - Summary of Significant Accounting Policies

A. Organization and Nature of Activities

Western State College Foundation (the Foundation) was incorporated on August 22, 1975 under
the laws of the State of Colorado. The purpose of the Foundation is to aid, directly or indirectly,
Western State College (the College) in fulfilling its educational purposes. The Foundation is
supported primarily through donor contributions.

B. Financial Statement Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles (“GAAP”). Net assets and revenues,
expenses, gains, and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets of the Foundation and changes therein are classified and
reported as follows:

e Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations.

e Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that
will be met, either by actions of the Foundation and/or the passage of time. When a
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from restrictions.

e Permanently restricted net assets - Net assets subject to donor-imposed stipulations that
they be maintained permanently by the Foundation. Generally, the donors of these assets
permit the Foundation to use all or part of the income earned on any related investments for
general or specific purposes.

C. Contributions

Contributions and unconditional promises to give are recorded as made. All contributions are
available for unrestricted use unless specifically restricted by the donor. Unconditional promises
to give due in the next year are recorded at their net realizable value and at fair value if expected to
be collected in more than one year. Conditional promises to give are recognized when the
conditions on which they depend are substantially met.

The Foundation uses the allowance method to determine uncollectible unconditional promises to
give. An allowance of $95,000 and $60,000 as of June 30, 2011 and 2010, respectively, has been
provided. The allowance is based on prior years’ experience and management’s analysis of
specific promises made.




Note 1 - Summary of Significant Accounting Policies (Continued)

D. Cash Equivalents

For purposes of the statements of cash flows, the Foundation considers all highly liquid
investments available for current use with an initial maturity of three months or less to be cash
equivalents.

E. Investment Securities

Under Financial Accounting Standards Board Accounting Standards Codification Topic 958-320,
Accounting for Certain Investments Held by Not-for-Profit Organizations, investments in
marketable securities with readily determinable fair values and all investments in debt securities
are valued at their fair values in the statement of financial position. Fair values are determined by
quoted markets. Unrealized gains and losses are included in the change in net assets.

F. Property and Equipment

The Foundation’s capitalization policy requires individual assets to be capitalized if the original
cost or fair value at date of donation exceeds $1,000 and has a useful life greater than one year.
Donations of property and equipment are recorded as support at their estimated fair value. Such
donations are reported as unrestricted support unless the donor has restricted the donated asset to a
specific purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire property and equipment are reported as restricted support.
Absent donor stipulations regarding how long those donated assets must be maintained, the
Foundation reports expirations of donor restrictions when the donated or acquired assets are placed
in service as instructed by the donor. The Foundation reclassifies temporarily restricted net assets
to unrestricted net assets at that time. Property and equipment are depreciated using the straight-
line method over their estimated useful lives. Depreciation is calculated using the straight-line
method as follows:

Asset Useful life
Buildings .....cooveveeieiinienienicnene 40-45 years
Fumniture & equipment................ 5-10 years

G. Debt Issue Costs

The Foundation capitalizes all costs related to its issuance of debt. Capitalized debt issue costs are
amortized using the straight-line method over the terms of the related borrowings.



Note 1 - Summary of Significant Accounting Policies (Continued)

H. Income Taxes

The Foundation is a not-for-profit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue Service (“IRS”) as
other than a private foundation. Accounting principles generally accepted in the United States of
America require Foundation management to evaluate tax positions taken by the Foundation and
recognize a tax liability if the Foundation has taken an uncertain position that more likely than not
would not be sustained upon examination by the IRS. The management of the Foundation has
analyzed the tax positions taken by the Foundation and has concluded that as of June 30, 2011,
there are no uncertain positions taken, or expected to be taken, that would require recognition of a
liability or disclosure in the financial statements. The Foundation is subject to routine audits by
taxing jurisdictions; however, there are currently no audits for any tax periods in progress. The
Foundation management believes it is no longer subject to income tax examinations for the years
prior to 2007. ”

I. 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 certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

J. Allocation of Expenses

The costs of providing the various program services and supporting services of the Foundation
have been summarized on a functional basis in the statements of activities. Accordingly, certain
costs have been allocated among the program services and supporting activities benefited.

K. Satisfaction of Program Restrictions

The Foundation reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated amounts. When a stipulated time restriction
ends or purpose restriction is satisfied, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statements of activities as net assets released from
restrictions.

Note 2 - Concentration of Credit Risk

Financial instruments that potentially subject the Foundation to concentrations of credit risk consist
principally of cash balances at financial institutions in excess of federally insured limits. The
Foundation maintains cash balances at a financial institution located in Western Colorado. Accounts
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 in 2011 and 2010. At
June 30, 2011 and 2010, the Foundation had no uninsured deposits. The Foundation periodically
assesses the financial condition of the institutions and believes that the risk of any loss is minimal.
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Note 3 - Contributions Receivable

The Foundation has unconditional promises to give (contributions receivable) of $2,561,105 and
$2,387,291 as of June 30, 2011 and 2010, respectively. As of June 30, 2011 and 2010 the
undiscounted unconditional promises of $2,368,526 and $2,552,704, respectively relate to the College
Center project.

Estimated annual collections on contributions receivable are as follows:

Less than one year $ 1,185,466
One to five years 1,499,300
More than five years

__ 41,000

2,725,766

Contributions receivable are net of unamortized discount of $164,661 and $239,999 at June 30, 2011
and 2010, respectively. This discount is calculated using a risk-free interest rate of approximately
3.5% for pledges made in the fiscal year ended June 30, 2011 and 3.3% during the fiscal year ended
June 30, 2010. In addition, as of June 30, 2011 and 2010 the Foundation has reserved $95,000 and
60,000, respectively for possible non-payment of unconditional promises.

Note 4 - Investments

Short-term investments are recorded at fair market value and are comprised of the following:

June 30, 2011

Unrealized
Cost Market Gains
INVEStMENT SECUTTLIES . .vviiieeeeeeeeeeeeeeeeeeeeeeeeerererreseeeens $ 14,193,303 $15,976,067 $_ 1,782,764
June 30, 2010
Unrealized
Cost Market Gains
INVeStmMEnt SECUTTHIES . ...viiiveeeeeeeeeeeeeeeeeeeeerreeereeeeaens $ 14215891 $ 14303317 §$ 87426

Investment securities of the individual net asset classes, consisting of money market funds, equity
securities, bonds and investments in limited partnerships, are combined to form a pool of investments.
Income earned on investments is allocated, based on cost, to the individual net asset classes with
earnings of the endowment investments being included as an increase of temporarily restricted net
assets or unrestricted net assets.

Investments are as follows for the years ended June 30:

2011 2010
Cash and cash eqUIVAlEnts............c.coveiiiiiereeisie e $ 1,098,813  § 1,498,155
FiXed INCOME......vviiieciieeeeceeeece ettt e ene e 2,107,879 2,559,497
EQUILIES 1vvviivieiiieie sttt ettt cree e s et e ereesbaestaeseneerbesveans 11,556,812 9,198,924
OHET ..ottt ettt et et eeteere s e neesbeeneenaeens 1,212,563 1,046,741
INVESIMENTS ..veeiiieiee e ettt e $§ 15976067 $ 14303317



4 — Investments (Continued)

Investment returns are as follows for the years ended June 30:

INEEIrESt INCOME .. eeiiveirinertienirinirerriee et ettt erreeree e e re e beeieesreeneeens
Net realized GAINS ..ovvvivvieviieriereceeeeeireerre e seenreesree e e sreesranreennees
Net unrealized GAINS ...ociiriieiiiecce e et e
FEES oottt ettt s e et ae s esabeesareans

Investment earnings are reported as follows in
the Statements of Activities:

2011 2010
$ 396,651  $ 308,967
1,039,248 645,176
1,695,338 811,526
(107,102) (110.991)

$ 3,024,135

§ 1,654,678

UNIeStriCted .....o.ovveieiiiicici et $ 2,673,677 $§ 1,467,297
Temporarily restricted .........oovereienenenieiineeee e 350,458 187,381
$ 3,024,135 § 1,654,678
Note 5 - Property and Equipment
Property and equipment consist of the following as of June 30:
2011 2010
Land.....coooiiiiiiicie e $ 38225 $ 38,225
Buildings and improvements............c.cc.ooevvreierenreeienesesienesesesseneoneerens 14,382,888 14,382,888
Furniture and eqUipmMent .........ccocvvieiniecreenienireiere et 104,672 104,672
14,525,785 14,525,785
Less accumulated depreciation............ceceeverieiensieneieine oo (1,724,849) (1,363,763)
§ 12,800,936 13,162,022

The total depreciation expense for the years ended June 30, 2011 and 2010 was $361,086 and

$336,403, respectively.

Note 6 - Other Assets
Other assets consist of the following as of June 30:
2011 2010

AT it et b et $ 47,520 § 5,560
Lithographs .....c.coccvieivireinereeeeesee s evererrsnenestenaeeennegeaneennsaens 3,000 3,000
Life insurance POlCY.....c.cocvcieiiiveriirieeererieneeesseeneseeseeeeseesneeeannens 119,426 77,188
DEPOSIES ettt sttt et s ene 27,000 --
PrOPEILY .eeviiciiririeceteree ettt b et sb et s ene e 6.000 6,000

$ 202,946 § 91,748

Other assets are recorded at their estimated value on the date of contribution where market value is not

available.



Note 7 - Restrictions on Net Assets

Temporarily restricted net assets are to be used for various programs and departments of the College.

Permanently restricted net assets are endowment funds restricted in perpetuity to continue the tradition
of the Foundation. Income generated by these assets is generally used for scholarships and awards.

Note 8 - Western State College

The Foundation rents part of its facilities to the College. The lease was extended and now expires
June 30, 2015 with annual rentals of $14,482. The rental income for the years ended June 30, 2011
and 2010 was $14,482 per year. Effective August 1, 2007, the Foundation is renting the Borick
Business Building to the College for 10 years for $10. The building was built on College property
which is subject to a 50 year ground lease to the Foundation.

The Foundation’s Executive Director and the Director of Annual and Special Gifts are employed by
the College. A portion of their compensation is paid by the Foundation.

Note 9 - Conditional Promises to Give

Conditional promises to give consist of the following at June 30:

2011 2010
Will designation (estimated amounts), restricted for
Western State College Savage Library ........coccevveveeviivierineesieeeenennns $ 1,000,000 § 1,000,000
AT Chail .ottt aee e 1,000,000 1,000,000
HISEOTY ..ottt ettt ettt sse e nee 1,000,000 1,000,000
BUSIIESS ..ottt e et en e 1,000,000 1,000,000
OFRET ottt et aae $ 2,017,231  § 2,017,231

Note 10 - Pension Plan

The Foundation has a 403(b) plan (the Plan) covering all employees working at least 20 hours per
week. Covered employees are fully vested after two years of service. The Foundation matches from
3% up to 10% (based on years of experience) of each participant’s compensation which they have
elected to defer into the Plan each year. Total expense for the years ended June 30, 2011 and 2010 was
$9,992 and $9,454, respectively.

Note 11 - In-Kind Donations

The Foundation received non-cash contributions of services and materials totaling $1,609,807 and
$136,100 for the years ended June 30, 2011 and 2010, respectively. In-kind donations at June 30,
2011, included $1,487,156 of software from two donors for the use by the College’s Natural and
Environmental Sciences Department and for the Professional Land and Resource Management
Program. The non-cash contributions are included in total contributions and program expenses in the
Statements of Activities.
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Note 12 — Bonds Payable

On August 30, 2006, the City of Gunnison issued its Revenue Bond (Western State College
Foundation Project) Series 2006 to finance the construction of the Borick Business Building to be
owned and operated by the Foundation and utilized by Western State College. The proceeds of the
bond were loaned by the city to the Foundation. Under the terms of the agreement with the city, the
Foundation is obligated to repay the loan by paying to the registered owner of the bond, on behalf of
the city, moneys sufficient to pay the principal and interest on the bond. The bond was issued in the
aggregate principal amount of $6,000,000 at a 4.50% annual interest rate, and is collateralized by the
building. The agreement contains certain provisions including maintenance of donative revenues at a
level of 125% of the annual debt service on the Revenue Bond.

On October 15, 2009 Western State College issued a Revenue Bond of $19,535,000 to finance the
construction of a new College Center (Note 13) The Foundation was included in this issue for a

$6,000,000 bond issue (relating to its share of the project) at a 6.1% annual interest rate, that is due
July 15, 2019.

The future maturities of the bonds are as follows:

Borick College
Building Center Total
June 30, 2012 $ 911,019 $ 175,284 $ 1,086,303
2013 952,475 186,139 1,138,614
2014 492,371 197,666 690,037
2015 - 209,906 209,906
2016 -- 222,905 222,905
2016 - 4,924,329 4,924,329
Total $ 2,355,865 $ 5916,229 $ 8,272,094

Note 13 — College Center

In September 2008 the Board of Directors of the Foundation voted to participate in the funding of a new
dining hall, student union and theater for the campus. The Foundation’s share of the project is a
commitment of $6,000,000 and a future potential commitment up to an additional $13,900,000. The
entire project is funded by a $19,535,000 bond issue and the balance of the $28,034,130 project will be
funded by the College. The Foundation closed on a $6,000,000 bond issue on October 15, 2009 (relating
to its share of the project) which is due July 15, 2019. The project was completed in November 2009.
The Foundation entered into a Memorandum of Agreement that allows the Foundation to purchase
approximately 18,000 sq feet of the center under the terms of a condo agreement that was executed on
October 15, 2009. Under the terms of the Memorandum of Agreement, the Foundation has the right to
purchase additional condo space up to the $13,900,000 or approximately 40,000 sq feet. The Foundation
has until October 15, 2014 to complete its additional commitment. If the Foundation fails to pay its debt
service on the bonds, the condo units will not be deeded to the Foundation in relation to the amount not
paid.
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Note 14 — Fair Value Measurements

Financial Accounting Standards Board Accounting Standards Codification (“ASC”) Topic 820, Fair
Value Measurements, establishes a framework for measuring fair value. That framework provides a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements).
The three levels of the fair value hierarchy under ASC Topic 820 are described below:

Level 1:  Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Foundation has the ability to access.

Level 2:  Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive market

Inputs other than quoted prices that are observable for the asset or liability;

Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3:  Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.
Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at June 30, 2011 and 2010.

Investments in registered investment companies (mutual funds): Valued at quoted market prices
which represent the net asset value (‘NAV”) of shares held by the Plan at year end.

Common stocks, corporate bonds and U.S. government securities: Valued at the closing price
reported on the active market on which the individual securities are traded.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Foundation believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement at the reporting date.
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Note 14 — Fair Value Measurements (Continued)

The following table sets forth by level, within the fair value hierarchy, the Foundation’s assets at fair
value as of June 30, 2011:

Assets at fair value as of June 30, 2011

Level 1 Level 2 Level 3 Total
Cash & Cash Equivalents § 1,098,813 $ - $ - $ 1,098,813
Fixed Income:
Bonds 1,036,942 - -- 1,036,942
Private Debt Funds -- -- 185,447 185,447
U.S. Treasuries 885,490 -- - 885,490
Total Fixed Income 1,922,432 -- 185,447 2,107,879
Equities:
U.S. Large Cap 4,851,656 -- - 4,851,656
U.S. Small Cap 701,745 - -- 701,745
U.S. SMID 2,042,637 - -- 2,042,637
International Developed 2,599,452 -- -- 2,599,452
Emerging Market 531,679 - -- 531,679
Convertible Securities 829,643 - -- 829,643
Total Equities 11,556,812 - - 11,556,812
Other
Commodities 670,337 - -- 670,337
REITS 542,226 - - 542,226
Total Other 1,212;563 -- -- 1,212,563
Total $ 15,790,620 $ -- $ 185,447 $ 15,976,067

The table below sets forth a summary of changes in the fair value of the Foundation’s level 3 assets
for the year ended June 30, 2011:

Level 3

Private
Debt Funds
Balance, June 30, 2010 $ 208,358
Realized gain on sale 10,824
Unrealized gain related to instruments still held at June 30, 2011 11,103

Purchases, sales, issuances, and settlements (net) (44,838)

Balance, June 30, 2011 $ 185,447
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Note 14 — Fair Value Measurements (Continued)

The following table sets forth by level, within the fair value hierarchy, the Foundation’s assets at fair
value as of June 30, 2010:

Assets at fair value as of June 30, 2010

Level 1 Level 2 Level 3 Total
Cash & Cash Equivalents § 1,498,155 $ - $ - $ 1,498,155
Fixed Income:
Bonds 1,446,231 - -- 1,446,231
Private Debt Funds -- - 208,358 208,358
U.S. Treasuries 904,908 -- -- 904,908
Total Fixed Income 2,351,139 - 208,358 2,559,497
Equities:
U.S. Large Cap 3,445,849 - - 3,445,849
U.S. SMID 2,159,746 - - 2,159,746
International Developed 2,084,053 -- -- 2,084,053
Emerging Market 808,035 - -- 808,035
Convertible Securities 701,241 -- -- 701,241
Total Equities 9,198,924 - - 9,198,924
Other
Commodities 598,396 -- -- 598,396
REITS 448,345 - -- 448,345
Total Other 1,046,741 -- - 1,046,741
Total $ 14,094,959 $ -- $ 208,358 $ 14,303,317

The table below sets forth a summary of changes in the fair value of the Foundation’s level 3 assets
for the year ended June 30, 2010:

Level 3

Private
Debt Funds
Balance, June 30, 2009 $ 626,324
Realized gain on sale 274,235
Unrealized gain related to instruments still held at June 30, 2010 4,432

Purchases, sales, issuances, and settlements (net) (696,633 )

Balance, June 30, 2010 $ 208,358
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Note 15 — Endowments

The Foundation’s endowment consists of approximately 163 individual funds established for a variety of
purposes for donor-restricted endowment funds. Net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law:

The Board of Trustees of the Foundation has interpreted the Colorado Uniform Prudent Management of
Institutional Funds Act (“UPMIFA”) of 2008 as requiring the assets of an endowment fund be donor
restricted until allocated for spending, unless otherwise specifically stated in the gift instrument.

The Board believes this interpretation is consistent with long established Board approved investment
and spending policy which is specifically referenced in the Foundation’s endowed gift instrument. In
accordance with the investment policy and UPMIFA, with the exception of certain restricted assets that
are separately invested, all restricted endowment assets are invested in the investment pool on a pooled
basis until allocated for spending.

As a result of this interpretation, the Foundation classifies permanently restricted net assets as assets
that, under the terms of the gift instrument, are permanent endowments not wholly expendable by the
Foundation on a current basis until a portion is allocated for spending. Permanently restricted assets are
invested in perpetuity in the investment pool subject to periodic spending allocations where a portion of
the donor-restricted endowment fund in permanently restricted nets assets is allocated and classified as
temporarily restricted net assets available for spending.

The investment pool also includes donor-restricted funds and board designated funds classified as
temporarily restricted net assets, not specifically designated as permanently restricted endowment funds
but they are restricted and designated for a particular purpose of Western State College. The Foundation
classifies these funds as temporarily restricted net assets and the related investment return as unrestricted
assets. There are certain unrestricted net assets invested in the investment pool also.

Based on the interpretation of the investment policy and UPMIFA, the total return of the endowment
investment pool including appreciation, depreciation, income, expenses and fees shall be included as
part of the temporarily restricted net asset classification.

Endowment Spending Policy:

In accordance with UPMIFA the Foundation considers the following factors in making a determination
to appropriate and allocate assets for spending or accumulate assets of an endowment funds:

The duration and preservation of the fund

The purposes of the Foundation and the 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

N YA L
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Note 15 — Endowments (Continued)

According to the spending policy, the Foundation is not obliged to allocate for spending a stated
percentage of its endowment assets in any given year. However, in order to achieve both reasonable
stability in budgeting and a reasonable balance between near-term and distance programmatic priorities,
the board has adopted the following spending policy:

The allocation for spending in any given fiscal year shall equal:
e 70% of the inflation rate (three year trailing average), plus,
* 30% of the endowment’s investment returns (three year trailing average).

This rate shall be applied to the market value of the endowed account (three year trailing average) not
including gifts made in the current fiscal year (to allow those new gifts to accrue interest). The corridor
(or parameters) of the distribution from year to year will be between 3.5% and 6.5%, with the caveat that
the Foundation Board’s distribution committee may, with all available information, have the discretion
to adjust slightly the distribution rate for a given year depending on short/long term needs of the College
and the anticipated near-term trends in anticipated inflation and investment returns, consistent with the
Foundation’s Investment/Distribution Goal Statement. The only exception to this policy shall be for
endowment distributions tied directly to a faculty member’s salary, such as an endowed chair. In this
case, every effort will be made to hold these distributions at 5% annually. The spending allocation rate
was 3.78% and 3.77% for the years ended June 30, 2011 and 2010, respectively.

The total endowment spending allocation distributed for the years ended June 30, 2011 and 2010 was
$392,687 and $390,984 respectively.

Return Objectives and Risk Parameters:

The Foundation’s return objective is to preserve and if possible enhance the purchasing power of its
endowment, net of cost and board-approved withdrawal, over the long-term. The goal is the pursuit of a
time-weighted net return on endowment assets that equals, and if possible exceeds, 6% over the long-
term.

The Foundation stands prepared to incur risks consistent with its pursuit of the return objective set forth
above. Its endowment investment pool should be deployed monthly in common stocks, exchange traded
funds that invest in common stocks, and bonds. Investments in a single issuer, with the exception of the
U.S. Government and its agencies (including GNMA, ENMA, and FHLMC), may not exceed 5% of the
total market value of the endowment funds. No more than 5% of the total endowment assets may be

rated below investment grade. Venture capital, private equity partnerships or other illiquid investments are
limited to 5% total endowment fund assets.
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Note 15 — Endowments (Continued)

The following table is the changes in endowed net assets for the fiscal year ended June 30, 2011:

Temporarily Permanently
Unrestricted Restricted Restricted
Endowment net assets, June 30, 2010 $ (1,834,934) $ (1,638,341) § 14,286,542
Investment return 1,481,557 -~ --
Contributions - - 379,552
Transfers -- -- 16,562
Appropriation of endowment assets
for expenditure - (622,677) . -
Endowment net assets, June 30, 2011 $ (35337) § (2,261,018) $ 14,682.656

The following table is the changes in endowed net assets for the fiscal year ended June 30, 2010:

Temporarily Permanently
Unrestricted Restricted Restricted

Endowment net assets, June 30, 2009 $ (2,647,633) $ (1,031,311) $ 14,060,264

Investment return 812,699 - -

Contributions - - 225,530

Transfers - -- 750
Appropriation of endowment assets

for expenditure - (607.030) --

Endowment nét assets, June 30, 2010 $§ (1.834934) § (1,638341) § 14,286,544

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or UPMIFA requires the Foundation to retain as a fund of
perpetual duration. In accordance with GAAP, deficiencies of this nature that are reported in
unrestricted net assets were $353,377 as of June 30, 2011 and $1,834,934 as of June 30, 2010. These
deficiencies resulted from unfavorable market fluctuations that occurred after the investment of
permanently restricted contributions. The continued appropriations for certain programs that were
deemed prudent by the Board of Trustees and in accordance with UPMIFA, caused deficiencies in
temporarily restricted assets of $ 2,261,018 and $1,638,341 as of June 30, 2011 and 2010, respectively.

Note 16 — Subsequent Events

Subsequent events have been evaluated to October 20, 2011 the date the financial statements were
available for issuance. There were no Subsequent Events.
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WESTERN STATE COLLEGE FOUNDATION

COMBINING STATEMENT OF FINANCIAL POSITION

June 30, 2011
Aspinall-
Wilson
General Restricted Thornton - Center Combined
Fund Fund Fund Fund Total
Assets
Cash and cash equivalents.......... $ 50 § 161,308 $ 34,160 § 104,112 $ 299,630
Investments ......ccoceeveevviiiceienens 47,115 14,157,364 1,769,082 2,506 15,976,067
Contributions receivable, net...... -- 2,561,105 - -- 2,561,105
Other assets......ccoovvvvevvvvevceneennn. 5,520 194,426 -- 3,000 202,946
Debt issuance costS......ccovevuneen.. - 192,794 - - 192,794
Property and equipment (net) .... - 12.358.705 -- 442.231 12,800.936
Total Assets $ 52685 $29625702 §1.803242 § 551.849 2.0334

Liabilities and Net Assets
Accounts payable.........c..o.co...... $ 27167 § 29425 § - 3 - 95 56,592
Bonds payable........ccccvrurenennen. - 8,392,094 - - 8,392,094
Accrued interest.........cooveeevenennn. - 205.150 - -- 205.150
27,167 8.626.669 -~ -- 8.653.836

Net Assets:
Unrestricted ......ooeveeeveecnnnnns 25,518 39,424 - 551,849 616,791
Temporarily restricted............. - 6,276,951 1,803,242 - 8,080,193
Permanently restricted............ - 14,682,658 - -- 14,682,658
25,518 20,999,033 1,803,242 551.849 23,379,642
Total Liabilities

and Net Assets $ 52685 $29.625,702 $1.803242 § 551,849 §$ 32.033478

The accompanying notes are an integral part of these statements.
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WESTERN STATE COLLEGE FOUNDATION

COMBINING STATEMENT OF ACTIVITIES

Year Ended June 30, 2011
General Restricted Thornton
Fund Fund Fund

Revenues, Gains and Other Support
COMUTTBULIONS « et et eeeeere et eee et e e eeeeerneeeneeeene $ - § 3,809355 % --
Realized and unrealized gains on investments................. 8,164 2,418,246 305,441
INVEStMENt INCOME. .vvoviiieieeeieeeeieee e e 1,186 349,509 45,056
ROVAIIES .ot , -- -- 72,537
Administrative Charges.....cc..vevieecerrvrerereeeeeesereesieeeeerens 407,631 - -
Rental INCOme......oovviiiiiiiecere e — -- --
Total Revenues, Gains and Other Support 416,981 6,577,110 423,034

Expenses

AdmINISTAIVE L.ooeiree it eenrr e te e 202,670 470,662 50,287
Interest EXPEnSse.....coovivivceirinreereinniereren s e eanesene e e seveans -- 484,455 --
Center OPETAtIONS. . ..viiveireereereereerieesreetereeneesreesessaesesesns - -~ -
FUNA-TAISINZ.coeieeerir ettt ettt te et ereaee 214,311 35,000 --
ADPPTOVEA PrOJECES - .uvririeeerrreeieereniaesrieeereseeeessaseaeesseeavens - 3,094,915 120,000
DEPTeCIAtiON cocvveeereeriierieveeienreeeseesreeeeeseeeseressneseee s enens - 333410 -
Total Expenses 416,981 4,418,442 170,287
Change in Net Assets before Transfers - 2,158,668 252,747
TranSTers.....cccooiiiirin e - — -
Change in Net Assets -~ 2,158,668 252,747
Net Assets - July 1.t 25,518 18,840,365 1,550,495
Net Assets - June 30 ..c....oovceorieeereeiiecieeeece e £ 25,518 § 20999033 § 1,803,242

The accompanying notes are an integral part of these statements.



Aspinall-

Wilson Combined
Center Fund Eliminations Total

$ -- $ - $ 3,809,355
2,735 -- 2,734,586
900 -- 396,651
-- -- 72,537
- (407,631) --
14,482 -- 14,482
18,117 (407.631) 7.027.611
16,372 (407,631) 332,360
- -- 484,455
2,080 - 2,080
- - 249,311
- - 3,214,915
27.676 - 361,086
46,128 (407.631) 4,644,207
(28,011) - 2,383,404
(28,011) - 2,383,404
579.860 - 20.996.238

Y 551,849 §

$ 23,379,642




WESTERN STATE COLLEGE FOUNDATION

SCHEDULE OF FUNCTIONAL EXPENSES

Year Ended June 30, 2011

Supporting Services

Program Management Fund-
Services and General raising Total

Approved projects........ceruiereereerrnnnn.. $ 3,214914 $ - 3 - § 3214914
Personnel Costs.......cvevvvviviiiiiiieerneeee, -- 150,746 159,745 310,491
Interest eXpense.........oevvveereeevreenreenneenne. - 484,455 - 484,455
Depreciation expense........c..c..oceveereenenns - 361,086 -- 361,086
Office supplies......ccceeveveeevverieeenirrinnn, - 8,258 - 8,258
INSUIANCe....evviiiiieeeeiieeeee e, - 7,745 - 7,745
Professional fees ....oovevevvevreverrcerereenan, -- 18,943 - 18,943
Investment eXpenses ..........ccvevvveervernennne. - 5,695 - 5,695
Board of Directors expenses................... - 5,812 - 5,812
Property taxes ......ccoveveveeveecreeeeneeenennnn, - 7,086 - 7,086
Miscellaneous .........ccevveveeeeveveereeneieinnnenn. -- 18,318 -- 18,318
Telephone ......ccoovveveviiinicecereeee, - 2,080 - 2,080
Dues and subscriptions ...........coeeveeennnnn. - 2,375 - 2,375
Postage ..o -- 279 -- 279
Bad Debt..cooeiriiieiieree e - - 35,000 35,000
Publication costS ......ccovveveeveeeeiierreenene. -- - 12,984 12,984
Fund-raising and travel ..........co.coveunr..... -- - 23,811 23,811
Capital campaign .....c......ocoevevreevreneennn. - -- 15,656 15,656
Directors eXpense.........cooveveveveervevenenenn. -- - 2,115 2,115

Total Functional Expenses $§ 3214914 $ 1072878 $ 249,311 § 4,537,103

The accompanying notes are an integral part of these statements.
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