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independent Auditor’s Report

To the Board of Directors
University of Maine Foundation

We have audited the accompanying statement of financial position of the University of Maine Foundation (a
nonprofit corporation) as of June 30, 2011 and the related statements of activities and cash flows for the year
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 audit. The prior year
Summarized comparative information has been derived from the University of Maine Foundation’s 2010
financial statements and, in our report dated November 1, 2010, we expressed an unqualified opinion on those

financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free 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 audit provides a reasonable basis

Tor our opinion.

tn our opinion, the financial statements referred to above present fairly, in all material respects, the financial
Position of the University of Maine Foundation as of June 30, 2011, and the changes in its net assets and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America.

Qur audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedule of functional expenses on page 19 is presented for purposes of addifional analysis and is not a
reQuired part of the financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in
relation to the financial statements taken as a whole.

(R aatru Hibodsau 7 fatedates

Bangor, Maine
October 3, 2011




University of Maine Foundation
Statement of Financial Position

(With comparative totals for 2010}

ASSETS

Cash and equivalents
Other receivables

June 30, 2011

Promises to give, [ess allowance for uncollectibie

pledges of $50,000 for 2011 and 2010
Shart-term investments
Cash surrender value of life insurance
Long-term investments, endowment
Long-term investments, fife income plans
Notes receivable
Equity in Buchanan Alumni House

. Investment real estate

Property and equipment, net of accumulated depreciation

of $136,099 and $123,680, respectively
Other assels
Irrevacable trusts
Agsets managed for Buchanan Alumni House

Net funding to be provided from Buchanan Alumni House

Total assets

LIABILITIES
Accounts payable
Distributions due income beneficiaries
Accrued expenses '

Notes payable
Custodiat accounts payable

Total liabilities

NET ASSETS

Unrestricted nat asssts
Temporarily restricted net assets
Permanently restricted net assets

Total net assets

Total liabilities and net assets

See accompanying notes.

Exhibit A

2011 2010
112,208 $ 89,513
344,792 203,782
1,295,076 1,763,611
3,122,879 2,958,735
51,017 47,816
149,059,863 123,235,557
5,058,105 4,689,495
983,835 1,140,680
2,755,963 2,820,641
8,259,357 7,424 356
120,211 120,983
461,281 400,044
13,551,509 12,170,345
200,132 280,009
265,417 317,834
183,731,745 3 157,643,401
9,669 $ 36,518
2,086,373 2,138,175
841,730 902,267
1,140,857 1,252,926
3,712,923 3,137,226
7,791,452 7,467,112
7,345,518 460,579
48,584,831 35,057,896
120,009,944 114,657,814
175,940,283 150,176,289
183,731,745 3 157,643,401
4




University of Maine Foundation

Staterent of Activities

For the Year Ended June 30, 2011
{With comparative totals for 2010)

Exhibit B

Temporarily Permanentiy Totals
Unrestricted Restricted Restricted 2011 2010
REVENUE, GAINS, LOSSES, AND
REGLASSIFICATION
Contributions $ 670280 $ 1463014 $ 4515842 $ 6549136 § 5387022
invegtment income 8,307,227 16,325,756 72 24,633,085 = 12,249,638
investment income, fe income plans 498,400 259,271 - 787,671 515,670
Cther revenue, gains and (fosses) (399,588) 1,941,119 164,242 1,705,763 (2,685,722)
Net asgets released from restrictions 5,189,731 (5,674,030) 884,299 - _
Total revenus, gains, losses, and
reclassification 14,266,040 14,115,130 5,364,455 33,745,625 15,466,808
- EXPENSES AND LOSSES
Program services 6,031,673 - - 6,031,673 5,663,301
Marnagement and general 565,364 - - 565,364 569,877
Fundraising 780,604 - - 780,604 771,406
Total expenses 7.377.641 - - 7,377,641 7,004,584
Uncollectible promises to give 3,460 588,195 12,325 603,980 -
Total expenses and losses 7,381,101 588,195 12,325 7,981,621 7,004,584
Change in nef assels 6,884,939 13,528,935 5,352,130 25,764,004 8,462,224
NET ASSETS , BEGINNING OF YEAR -
RESTATED 460,579 35,057,896 114,657,814 150,176,289 141,714,065
NET ASSETS, END OF YEAR $ 7345518 § 48584831 § 120,0099844 § 175940293 $ 150,176,289
See mccompanying notes. 5




’ Exhibit C

University of Maine Foundation
Statement of Cash Flows
For the Year Ended June 30, 2011
{With comparative totals for 2010)

20114 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets 3 26764004 % 8,462,224
Adjustments to recancile increase irt net assets to
net cash provided (used) by operating activities

Depreciation 48,969 46,788
Realized loss on szle and disposa)l of assets 6,875 -
Equity in the earnings of Buchanan Alumni House 64678 61,185
Decrease in cash surrender value of life insurance policies (3.344) (3.628)
Noncash contributions {696,093) (1,107,002
Noncash distribution 115,000 -
Net realized and unrealized gain on investments (25,878,300) (11,351,544)
Net realized and unrealized loss on real estate 432,307 3,033,000
(Increase) decrease in operating assets
Other receivables (141,010) 34,468
Promises to give 468,535 204,103
Increase (decrease) in operating liabilities
Accounts payable (26,949) (214,845)
Distributions due income beneficiaries (51,802) {(277,411)
Accrued expenses (60,537) 356,125
Custodial funds 575,697 309,107
Total adjustments (25,145,974) (9,229,654)
Net cash provided (used) by operating activities 618,030 {767,430)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturation of investments " 74,434,765 63,428,289
Purchases of investments (75,802,697} (62,809,641)
Purchases of property and equipment (37.134) (27,460)
Increase in notes receivable (28,737) (31,384)
Principat payments on notes receivable : 185482 ~ 123,691
(Increase) decreass in other assets (7.837) (5,720)
Proceeds from the sale of property and equipment - 12,100
Praceeds from the sale of other assats 5025 4,600
Proceeds from sale of real estate . 767,693 118,053
Proceeds from surrender of life insurance policy 143 56,227
Net cash provided (used) by investing activities {482,397) 868,755
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of notes payable (82,838) (79,288)
Net cash used by financing activities (82,838) (79,288}
Net increase in cash and equivalents ' 52,685 22037
CASH AND EQUIVALENTS, BEGINNING OF YEAR 58,613 37,476
CASH AND EQUIVALENTS, END OF YEAR 3 112208 3 59,513

See= accompanying notes




University of Maine Foundation
Notes fo Financial Statements
June 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities

The University of Maine Foundation assists in the development activities of the University of Maine
by encouraging gifts and bequests for scholarships, instruction, research, endowment, and other
purposes that will benefit the University and other charitable organizations. Operating expenses of
the Foundation are supported by unrestricted contributions and a fee charged to the endowment
pool of 1.25%.

Estimates

_The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Basis of Accounting

The Organization prepares its financial statements in accordance with generally accepted
accounting principles, which involves the application of accrual accounting; consequently,
revenues and gains are recognized when earned, and expenses and losses are recoghized when
incurred.

Cash and Cash Equivélents

For purposes of the statement of cash flows, cash equivalenis include time deposits, certificate of
deposits, and alt highly liquid debt instruments with original maturities of three months or less,
except for investments designated as endowment asseis or depos:ts with frustees which are
classified as long-term investments.

Collections

Various art and a Hummell collection donated to the Foundation have been capitalized.
Capitalized items totaling $4 17,455 are valued as of the date of gift and included with Other Assets
on the Statement of Financial Position. Gains and losses on the sale of art are reported as
changes in net assets.

Contributions

Contributions received are recorded as unresiricted, temporarily restricled, or permanently
restricted support, depending on the existence or nature of any donor restrictions. Contributions,
including unconditional promises fo give, are recognized as revenue in the period received.
Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met. Contributions to be received after one year
are discouinted at an appropriate discount rate commensurate with the risks involved and recorded
as promisas to give on the statement of financial position. Amortization of discounts is recorded as
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the
contributions. Restricted confributions whose restrictions are met in the period they are received
are reporied as unrestricted confributions.




University of Maine Foundation
Notes to Financial Statemenis
June 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investment Real Estate

Investment rea! estate are donated assets recorded as confributions at their fair values as of the
date of gift. Donated real estate may have donor restrictions as to use or time the property must
be held; therefore, contributions of real estate have been recorded as increases in ternporanly or
permanently restricted assets.

Custodial Funds

The Foundation holds custodial accounts for entities that control their own spending. ncome and
disbursements to these accounts are reported as increases or decreases {o the lisbility accounis of
the Foundation.

Invesiments

Invesiments in marketable securities with readily determinable fair values are stated at fair value.
Investment income and gains restricted by donors are reported as increases in unrestricted net
assels if the restrictions are met (either a stipulated time period ends or a purpose restriction is
accomplished) in the reporting period in which the income and gains are recognized.

The Foundafion maintains a general pool of investments for its endowments. Realized and
unrealized gains and losses from securities in the investment pool are allocated monthly to the
individual endowments based on the relationship of the market value of each endowment to the
total market value of the investment accounts, as adjusted for additions to or deductions from
those accounts.

Split-interest agreements

The Foundation is beneficiary of trust and other life income arrangements initiated by donors under
which the Foundation will receive benefits that are shared with the donor or third party
beneficiaries. The arrangements include pooled life income plans, charitable remainder trusts,
charitable lead trusts, and charitable gift annuities. The coniributed assets are recognized at fair
market value when received. The carrying vaiues are also at fair market value, Based on donor
life expectancies future annuity obligations are discounted fo the present value based upon a
current rate of return (8%} and included in distributions due income beneficiaries on the Statement
of Financial Position.

Financia! Instruments

The following methods and assumptions were used by the Foundation in estimating its fair value
disclosures for financial instruments that are not held for trading purposes:

Cash, cash equivalents, accounts receivable, and short-term unconditional promises to give: The
carrying amounts reported in the statement of financial position approximate fair values because of
the short maturities of those instruments.

Notes receivable; The carrying amount reported approximates the fair vaiue based on expected
principal collections.




University of Maine Foundation
Notes to Financial Statements
June 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (Continued)

Short-term and long-term investments: The fair values of investments are based on quoted market
prices for those of similar investments stated at fair value. Investments without an active market
are based on valuations provided by fund managers.

Life income plans: the fair values are based on quoted market prices. Remainder interest,
irrevocable trusts: The trustees provide the values based upon their records. Generally, the fair
values are of invesiments based on quoted market prices. .

Long-term unconditional promises to give: The fair value of promises to give that are due in more
than one year is estimated by discounting the future cash flows using a current rate of return.

Concentration of Credit Risk

The Foundation has significant investments in equity and debt securities that are owned and
administered by the Foundation and is subject to many types of risk which may impact the
Foundation’s investments. Investment advisors who are supervised by a Board of Directors of the
Foundation manage investments and seek to minimize risk by diversification of assets. Though
the market value of investments is subject to fluctuations on a year-fo-year basis, the Foundation’s
Board of Directors believe that the investment policy is prudent for the long-term objective of the
crganization.

Property and Equipment

Property and equipment with a useful life of more than one year and costing at least $1,000 is
capitalized and recorded at cost. Depreciation is provided on a straight-ine method over the
estimated useful fives of the assets. Vehicles and equipment are assumed fo have useful lives of
three, five and ten years. No depreciation is recorded in the year of acquisition. Depreciation
expense for the year ended June 30, 2011 was $48,969.

Income Taxes

The Foundation is exempt from federal income faxes under the provision of Section 501(c)(3) of
the Internal Revenue code. In addition, the Foundation qualifies for the charitable contribution
daduction under Section 170(b)(1)(A} and has been classified as an organization other than a
private foundation under Section 509(2)(2).

Comparative Financial Information

The financial statements include certain prior-year summarized comparative information only in
total but not by net asset class. Such information does not include sufficient detail fo constitufe a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Foundation's financial statements for the year
ended June 30, 2010, from which the summarized information was derived.

Functional Aflocation of Expenses

The cost of providing the Foundation’s various programs and supporfing services havé been
summarized on a funciional basis in the statement of activities. Accordingly, certain costs have
been alivcated among the programs and supporting services benefited.




tniversity of Maine Foundation
Notes to Financial Sfatements
June 30, 2011

2, PROMISES TO GIVE
Unconditional promises to give are recorded in the financial statements as promises to give.
Promises to give exceeding one year are recorded at the present value of the fulure cash flows
using an 8% discount rate.

Promises to give are expacted to be realized in the following periods, on a calendar year basis:

in one year or less $ 638,548
Between one o five years 728,638
Over five years - 232,750

Total 1,600,936
Less discounts o present value {255,860)
Less allowance for uncoflectible pledges (50.000)

Net unconditional promises to give $1.285.076

The Foundation may receive conditional promises to give from bequests and revocable frusts. At
this time, the University of Maine Foundation may not have been notified as such or provided with
the financial information and, therefore, amounts expected to be received from these promises
cannot be accurately estimated. As of June 30, 2011, the Foundation received & $250,000
conditional promise fo give for the benefit of University of Mame Football as a 1 1 maich in support
of the football program.

3. CASH SURRENDER VALUE OF LIFE INSURANCE
The Foundation owns life insurance policies on the lives of certain donors. The cash surrender
value as of June 30, 2011 was $51,017. This represents the value of the policies if they were
cancelled as of the statement of financial position date. The total death benefit due the Foundation
upon the deaths of those insured for 2011 was $255,000.

4. LONG-TERM INVESTMENTS, ENDOWMENT

Long-term investments, endowment as of June 30, 2011 were as follows:

Cost Market
Cash and cash equivalents $ 3,040,687 $ 3,040,687
Fixed income invesiments 12,612,740 - 12,875,050
Eqguity investments 78,006,506 87,716,817
Alternative investments 42,003,527 45 427 309
Tota! long-term investments, endowment $135,663.460 $149,059,863

10




University of Maine Foundation
Notes to Financial Statements
June 30, 2011

4. LONG-TERM INVESTMENTS, ENDOWMENT (CONTINUED)

The Foundation manages an invesiment pool of more than 1300 endowed and quasi-endowed
funds accounted for monthly on a unitized basis. Most donor resiricted funds support the
University of Maine or organizations supporting the University or its students. Of the 1300 donor
restricted funds, $1,053,574 temporarily restricted and $1,585,674 permanently restricted funds
support other charitable purposes.

Long-ferm investments, endowment as of June 30, 2011 were categorized as follows:

Temporarily  Permanently

Unrestricted Restricted Restricted Totat
Donor restricted funds $ (945,741) $26,210,863 §$115,047,599 $140,312,721
Unrestricted funds 5,067,844 - - 5,067,844
Custqdial funds _ 3,679,298 - - 3,679,298
Total funds $ 7.801.401 $25,210,863 $115.047,599 $149,0590,863

The Foundation has established a specific sef of investment objectives and guidelines for
investment managers that aitempt to provide a predictable stream of income while seeking to
maintain the purchasing power of the endowment assets over the long-term. . The investment
policy establishes an achievable refumn objective and seeks to manage risk through diversification
of asset classes. The current long-term return objective is to return 10%. Actual returns in any
given year may vary from this amount.

The following summarizes the endowment activity for the year ended June 30, 2011.

Temporarily  Permanently -

Unrestricted  Restricted Restricted Total
Endowment net assets,

beginning of year $ (818,583) $ 14,065,017 $109,889,123 $123,235,557.
tnvestment income,

Foundation funds 9,118,062 15,726,752 72 24,844 886
investment management fees - (348,154) - (348,154)
Net investment income

allocated to custodial

accounts 564,820 - - 564,820

0,682,882 15,378,598 72 25,061,552
Contribuiions/additions 1,035,970 436,909 5,092,290 6,565,169
Distributions (445,252) {3,568,732) - (4,013,984)
Foundation adminisirative fee  {1,804,259) - - (1,894,259)
QOther transfers {47,640) (7,776) 161,244 105,828
Fund reclassifications 288,283 {83,153) (195,130 -
Total leng-term invastments,
endowment $ 7,801,401 $26,210,863 $115,047,599 $149,059,863

11




University of Maine Foundation
Notes to Financial Statements
June 30,2011

4. LONG-TERM INVESTMENTS, ENDOWMENT (CONTINUED)

Endowment Spending Policy

The Foundation utilizes a spending policy for its pooled endowment in order {0 provide for the
current and ijong-term needs of endowment recipients. The spending policy determines the
endowment income to be distributed. For the year ended June 30, 2011, the spending policy wag
based on 5§ %% of the average market value for the six previous years ending December 31.
Beginning July 1, 2011, the spending policy is 5 %% of the average market value for the five
previous years ending December 31. For permanent endowment, spending is contingent upon a
fund's market value exceeding principal balance.

The Uniform Prudent Management of Instifutional Funds Act (UPMIFA) was enacted by the Maine
Legislature to apply to funds existing on or established after July 1, 2009. The new law permits
expenditure from endowed funds even if the fund's value is less than its historic dallar value
(principal). At this time, the Board of Directors of the Universily of Maine Foundation believe
donors who established endowed funds with the Foundation intended to create funds according to
the dictionary definition of endowment, meaning that the principal of the fund would not be invaded
for distribution. Funds endowed at the Foundation on or before July 1, 2009 will not be expended if
the fund's value is less than its principa! value unless the original donor{s) request that UPMIFA be
applied.

Investment Fees
Many investments in endowment and life income plans report valuations net of fees. Thus,

investment fees disclosed in the notes to the financial statements do not include management
fees, of approximately $569,000, that are netted against invesiment income.

5. |NVESTMENT INCOME

The following summarizes the investment return and its class;f cation in the statement of actlwtles
for short-terms and long-term investments on June 30, 2011:

Temporarily  Permanently

Unrestricted Restricted Restricted Total
interest and dividends $ - $1,676,529 §72 $ 1,676,601
Realized gains - - 7,677,932 - 7677,932
Investment fees - (348,154) - (348,154)
Unrealized gains 8,307,227 7,319,449 .- 15,626,676
Net investment income $8,307,227 316,325,756 $72 $24,633,0565

6. LONG-TERM INVESTMENTS, LIFE INCOME PLANS

The Foundation manages two Pooled Life Income Funds and a Charitable Gift Annuity program.
Life Income Plans provide an income siream to the donor or the donor's designee (income
beneficiary) with the Foundation receiving the assets of the plan upon the death of the income
beneficiary.

12




University of Maine Foundation
Notes to Financial Statements
June 30, 2011

6. LONG-TERM INVESTMENTS, LIFE INCOME PLANS (CONTINUED)

Long-term investments, life income plans as of June 30, 2011 were as follows:
Cost Market

Cash and cash equivalents $ 11,933 $ 11,933
Stocks and mutuai funds 3,339,095 4,298,427
Bonds 741,904 746,745
Total long-term investmenis $ 4,092 932 $5,058,105

Life Income Plans are categorized as follows:
Pooled Life Income Fund #i {Growth) $ 780,678
Pooled Life income Fund #2 {(Income) 314,682
Charitable Gift Annuities 3,962,735
Total long-term investments, fife income plans $ 5,058,105

The following summarizes the life income plan activity for the year ended June 30, 2011.

Temporarily
Unresfricted  Resfricied

Life income plans July 1, 2010 3 - $4.609,495

Investment income 581,747 259,271

Investment management fees {11,776} -

‘ 548,972 259,271

Contributions/additions - 674,713

Distributions (498,400) -

Foundation administrative fees (51,571) -
Transfers due to terminations - {575,374)

Life income plans June 30, 2011 $ - $5,058,105

7. INVESTMENT INCOME, LIFE INCOME PLANS

The following summarizes the life income plan investment return and its classification in the

statement of activities for the year ended June 30, 2011:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Interest and dividends $ 41,152 3 - $ - $ 41,152
Realized gains 13,923 - - 13,823
Investment fees (11,776) - - {11,7786)
Unrealized gains 455,101 258,271 - 714,372
Net investment income $498,400 $259,271 3 - $757,671

13




University of Maine Foundation
Notes to Financial Statements
June 30, 2011

8. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer g
liability (i.e., the “exit price”) in an orderly transaction between market pariicipants at the
measurement date. :

A fair value hierarchy for inputs is used in measuring fair value that maximizes the use of
observable inputs and minimizes the use of unobservable inpuis by requiring that the most
observable inputs be used when available. Observable inputs are those that market participants
would use in pricing the assst or liability based on market data obtained from sources independent
of the Foundation. Uncbservable inputs reflect assumptions about the inputs market participants
would use in pricing the asset or liability developed based on the best information available in the
circumstances. The fair value hierarchy is categorized into three levels based on the inputs as
follows:

Level 1 — Valuations based on unadijusied quoted prices in active markets for identical
assets or liabilities that the Fund has the ability {o access. Valuation adjustments and biock
discounts are not applied fo Leve! 1 securities. Since valuations are based on quoted prices
that are readily and regularly available in an active market, valuation of these securities does
not entall 2 significant degree of judgment.

level 2 — Valuations based on quoted prices in markets that are not active or for which all
significant inpufs are observable, either directly ar indirectly.

Level 3 — Vaiuations based on inputs that are unobservable and significant to the overall fair
value measurement.

Limited parinerships and LLC investments reporied in Level 3 are generally valued at the
Foundation's equity in the net asset value of the investee. Certain investees maintain underlying
holdings of non-marketable securities, whose fair values are estimated by management of the
investee. Other investees invest their funds through an infermediate entity in a “master-feeder”
investment Because of the inherent uncertainty of valuation, those estimated values may be
materially higher or lower than the values that would have been realized had a ready market
existed.

Information related to the Foundation's assets measured at fair value on a recurring basis is as
follows:

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable  Unobservable
Assels Inpuis Inpuis
Fair Value _ (Level 1) {Level 2) (Level 3)
Shori-term investments $ 3,122,879 §$§ 3,122,879 $ - % -
Long-term investments,
endowment 149,059,863 103,632,554 - 45427309
Long-term investments,
life income plans 5,058,105 5,058,105 - -
Irrevocable trusts 13,551,509 13,551,509 - -
Total assets $170,792,356 $125,365,047 $ - $45427,309

14




University of Maine Foundation
Notes to Financial Statements
June 30, 2011
8. FAIR VALUE MEASUREMENTS (CONTINUED)

Assets measured af fair value on a recurring basis using significant unobservable inputs

{Level 3):

Alternative investments, July 1, 2010 $ 56,521,904
Additions 6,278,179
Realized and unrealized gainfloss included in investment

income on the statement of activities 4,664 747
Redemptions (22,037,521)
Alternative investments, June 30, 2011 $ 45,427,305

9. NOTES RECEIVABLE

Notes receivable would be considered past due if more than thirty days late. At June 30, 2011 ali
notes receivable are current. Notes receivable consist of the following:

Donor assigned mortgage; due in monthly instalimenis of $1,382 including

interest at 5%); secured by real estate appraised at $285,000. Matures in

August 2024 $ 160,451
Note receivable to University of Maine drawn against $300,000 line of credit;

due in semi-annual instaliments of $2,759 including interest at 3.67%;

unsecured. Matures in October 2013, 13,068
Note recelvable with University of Maine; due in annual installments of

$75,000 plus finance charges incurred by the Foundation; unsecured.

Matures in 2018. 560,416
Note receivable due in annual instaliments of principal $50,000 pius interest

compounded annually at 5.50%. Secured by real estate appraised at

$350,000. Matures in 2015. 250,000
Total notes receivable $ 983,935

10. IRREVOCABLE TRUSTS

The Foundation has a beneficiary interest in various charitable trusts. lrrevocable trusts as of June
30, 2011 consist of the following:

Beneficiary inferests in:

Charitable remainder trusts $10,535,999
Charitable lead frusts 1,982,437
Perpetual trusts 1.033.073
Total beneficiary interest in irrevocable trusts $13.551.500

Unrealized gains of $1,766,916 are reported in Other Income on the Statement of Activities.
Terminated trusts and lead trust paymenis of $385,752 were added o the Foundation's
endowment.

15




University of Maine Foundation
Nofes to Financial Stafements
June 30, 2011
11. ACCRUED EXPENSES

Accrued expenses of the Foundation at June 30, 2011 consist of the following:

Durst education fund $ 67,680
Post-retirement benefits (total estimated future benefits of $801,301

discounted to present value of 8% for 2011) 617,580
Accrued vacation and other ' 156,470
Total accrued expenses § 841,730

12. OPERATING LEASES

The Foundation had a lease of office space in South Portland which expired February 28 2011
and continued month to month through April 2011. The Foundation entered a new operating lease
with the University of Maine for office space in Falmouth signed April 18, 2011 and ending on April
17, 2014 with options to renew for three terms of three years each. The lease terms require semi-
annuai payments of $3,250 plus a prorata share of telephone, internef, and janitorial services.
Total lease paymenis for the year ended June 30, 2011 was $18,823. The minimum future
payments under this noncancelable operating lease are as follows,

2012 $6,500
2013 $6,500
2014 $5,417

13. DEFINED CONTRIBUTION PLAN

The Foundation sponsors a defined confribution pian covering all full-fime and reguiar part-time
employees after completing one full year of service. The Foundation confributes 10% of eligible
employees’ gross salary to the fund each year. Pension expense that is reported in the schedule
of functional expenses with payroll faxes and fringe benefits totaled $82,136 for the year ended
June 30, 2011.

14. BUCHANAN ALUMNI HOUSE

On Qctober 19, 1899, the University of Maine Foundation and the University of Maine Alumni
Association entered info an agreement as co-owners of the Buchanan Alumni House. The owners
did not create a partnership and each owns an undivided half interest in the building and land
lease.

The Buchanan Alumni House provides office space for the Foundation and the Association to
conduct their respective charitable and non-profit missions. The facility acts as the front door to
the University of Maine providing a home for Maine’s many alumni and friends. Buchanan Alumni
House serves all campus visitors providing the University with function space to welcome and host
alumni, prospective students, faculty, campus guests, and visiting dignitaries.
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14. BUCHANAN ALUMNI HOUSE (CONTINUED)

Buchanan Alumni House was constructed solely from private funds. The Foundation ang
Association, as the owners of Buchanan Alumni House, each paid $11,000 per month toward the
costs of operating the facility.

As the legal owner of several Buchanan Alumni designated assets; the Foundation is administering
the following assets af June 30, 2011:

Cash and equivalents $ 71,300
Certificates of deposit 218,832
Tofal assets managed by the University of Maine Foundation § 280,132

As the obligor of a loan through Peoples United Bank the Buchanan Alumni House recognizes the
obligation as a pass-through debt managed by the Foundation. The following constitutes deht
administered by the Foundation at June 30, 2011:

Note principal managed by the University of Maine Foundation 3 555549

15. LONG-TERM DEBT

Long-term debt consists of the following:

Note payable to Peoples United Bank in monthly installments of §7 914 with an

interest rate at 4.75% for the first five years, thereafter prime plus .50%.

Beginning July 25, 2014, the interest rate will adjust thereafter through July

25, 2021 at which time all amounis of inferest and principal on the note are

due. The loan is secured by University of Maine Foundation pledge of

marketable securifies in an amount to maintain & loan to value ratio of .65. :

Matures June 2018. 3 560416
Note payable to Peoples United Bank in monthly mstaliments of $5,847 with a

fixed interest rate of 4.75% for the first five years, thereafter prime plus .50%.

Beginning July 25, 2014, the interest rate will adjust thereafter through July

25, 2021 at which fime ail amounts of inierest and principal on the note are

due. The loan is secured by University of Maine Foundation pledge of

marketable securities in an amount o maintain a loan fo value ratio of .65.

While legally payable by the Foundation, itis the intent o satisfy this debt

through the Buchanan Alumni House ownership and therefore, the debt is

recorded on those financial statements. Matures June 2021. 555,549
Note payable to Peoples United Bank in monthly instaliments of $390 including

inferest at 4.25%; secured by a vehicle. Matures in July 2014 9,273
Note payable to Bangor Savings Bank in monthly installments of $578

including interest of 7.40%; secured by a vehicle. Matured August 2011. 1,160
Note payable to Peoples United Bank in monthly installments of $630 inciuding

inferest at 4.25%; secured by a vehicle. Matures in June 2013. 14459

Total long-term debt 1,140,857

Less current portion 127,250

Total long-term debt net of current portion $1,013,607
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15. LONG-TERM DEBT (CONTINUED)

* Long-term investments, endowment in the amount of $4,408,268 are pledged as security on loans
requiring a .65 loan to value rafio. .

Principal payment maturities during the next five years, assuming a continuation of Jtine 30, 2011
interest rates are as follows:

June 30,

20M2 $ 127,250
2013 132,130
2014 126,364
2015 132,152
2016 138,567
Due thereafter 484,354
Total $ 1,140,857

16. STATEMENT OF CASH FL.OWS DISCLOSURES

During 2011, the Foundation received non-cash contributions of real estate of $150,001, other
assets of $64,100, and investment securities totaling $481,992. The Foundation paid interest of
$2,563 during the year. During 2011, the Foundation purchased an automobile totaling $13,163 by
obtaining a note payable of $13,163 and trading a vehicle which was fully depreciated. The
Foundation also disposed of assets with a net book value of $2,100 which were considered
obsolete.

17. RESTATED NET ASSETS

Net asset classifications as of June 30, 2010 have been restated to correct balances resulting from
discounts applied to promises io give receivable over more than one year. Net assets have been

restated as follows:

Temporarily Permanently
Unrestricted Restricted Restricted
Net assets, June 30, 2010 $ 436,812 $ 34,598,691 $115,140,786
Reclassified promises to give 23,767 459,205 (482,972)
Restated net assets, June 30, 2010 $ 460,579 $ 35,057,696 $114,657,814

18. SUBSEQUENT EVENTS

Subsequent events were evaluated through October 3, 2011, which is the date the financial
statements were avaijlable to be issued.
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Salaries
Payroll taxes and employee benefits

Total compensation

Distributions supporting University

Distributions to life income participants

Distributions, other

Fundraising and public relsfions

Equity in earings of Buchanan
Alumni House

Post-refiremant expense

Occupancy costs

Tax and audit

Travej

Insurance

Postage

Printing

Depraciation

Interest

Dues and subscriptions

Adveriising

Telephona and internet

Legai

Misceflaneous

Meetings and entertzinment

Supplies -

Education and training

" Auto expense

Technology, repairs, & maintenance

Property management

TFotal functional expenses (Exhibit B)

Sees accompanying notes.

Universify of Maine Foundation
Schedule of Functional Expenses
For the Year Ended June 30, 2011
{With comparative totals for 2010}

Schedule 1

Total
Program Managemant Expenses
Services and General Fundraising_ 2011 2010
$ 220592 § 264622 § 372,590 3 858204 $ 800,291
66,847 80,044 112,703 259,594 251,006
287,839 344,566 485,293 1,117,788 1,054,297
4,848,878 - - 4,848,878 4,626,066
498,400 - - 498,400 509,326
283,420 - - 283,420 156,630
- - 108,880 108,890 99,879
- 64678 - 64,678 61,185
- 6,000 - 6,000 42902
28,100 33,648 47,377 108,125 111,128
- 16,175 - 16,175 15,350
7.481 8,958 12,613 29,062 . 21,627
4,862 5,858 8,248 18,968 17.016
4,765 5705 8,033 18,503 20,623
6,884 8,363 11,775 27,122 27,979
12,610 15,099 21,260 48,960 45,788
2,563 - - 2,563 6,289
3,228 3,867 5445 12,541 12,210
1,428 1,711 2,409 5,549 7484
2.263 2,709 3,815 8,787 7.452
- 1,445 - 1,445 2,055
2221 2658 3,742 8,621 6,601
2,498 2,088 4,208 9,692 10,969
1,941 2,324 3,272 7,537 6,546
3,804 4,663 6,566 158,123 10,346
1,665 1,994 2,807 6,466 7,920
14,929 17,8786 25,169 57,974 13,849
11,674 13,979 19,682 45,335 105,067
56031673 § 565364 $ 780,604 §7.377.641 $ 7,004,584
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