MINUTES OF THE REGULAR MEETING OF THE BOARD OF DIRECTORS OF THE
UNIVERSITY OF LOUISVILLE FOUNDATION, INC.
In Open Session
Members of the Board of Directors of the University of Louisville Foundation, Inc. met at 12:16
p.m. on October 29, 2020. As a result of the state of emergency in Kentucky the regular meeting
was conducted by live audio and/or video teleconference. Members of the public and media
were able to access the meeting on a live stream. Members were present and absent as follows:
Present:

Mr. Earl Reed, Chair
Mr. David Anderson
Dr. Neeli Bendapudi
Mr. Jim Boone
Mr. Paul Carrico
Mr. John Chilton
Ms. Sabrina Collins
Ms. Jill Force
Ms. Sandra Frazier
Mr. David Krebs
Mr. Larry McDonald
Mr. Mark Nickel
Ms. Mary Nixon
Mr. Ken Payne
Mr. Jim Rogers
Mr. David Schultz
Mr. John Thompson

Absent:

Mr. John Smith

Board Advisors
Present:

From the
Foundation:

From Legal
Counsel:
From the University:

I.

Mr. Ernest Brooks, Member of Investment Subcommittee
Ms. Jessica Cole, Member of Audit, Compliance and Risk Management Committee
Ms. Deborah Lawson, Member of Investment Subcommittee

Mr. Keith Sherman, Executive Director/COO
Ms. Julie Kroger, Executive Assistant
Mr. Justin Ruhl, Controller

Mr. Franklin Jelsma, Wyatt, Tarrant & Combs
Mr. Dan Durbin, CFO and VP Business Affairs
Dr. Jasmine Farrier, VP Advancement

Call to Order
Having determined a quorum present, Chair Reed called the meeting to order at
12:16 p.m. No conflicts of interest or appearances of conflicts were identified.
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II.

Consent Agenda
Next, Mr. Reed read the attached consent agenda as follows:
•
•

Approval of Minutes, July 30, 2020
Resolution Regarding Employee Flexible Benefits Plan

Mr. Anderson made a motion to approve the Consent Agenda, which Mr. Thompson
seconded. The motion passed.
III.

Audit, Compliance, & Risk Management Committee Report
Mr. Boone reported the Audit, Compliance & Risk Management Committee held a joint
meeting with the UofL Real Estate Foundation’s Audit Committee on September 25,
2020. Ernst & Young presented the audited financial statements for ULF, TNRP, and
ULREF during the meeting. Ernst & Young issued unqualified opinions on the financial
statements. There were no corrected or material uncorrected misstatements identified as
a result of their procedures. No material weaknesses in internal controls over financial
reporting were identified and there were no matters that would impair their independence
with respect to management or the Foundations.
The Committee approved the following recommendations for the Board’s consideration
at their meeting on September 25, 2020:
Approval of Service Provider to Prepare TIF Agreed Upon Procedure Reports
Approval of FY20 Audited Financial Statements and Independent Auditor’s Report
Approval of Service Provider for Tax Preparation Services
The Board approved the resolutions (attached).

IV.

Finance Committee Report
Ms. Force reported the Finance Committee reviewed the most recent financials and
investment returns at their meeting on October 29, 2020.
The Committee also reviewed a pledge analysis with the intent identifying long term
giving and pledge trends. The analysis showed outright cash gifts and cash gifts to the
endowment have remained relatively constant during the past ten years, while pledges
have decreased over time. Currently, the outstanding pledge balance is $22M, with
$11M due this fiscal year. From 2010 to 2016, the average outstanding pledge balance
was approximately $40M each year. Ms. Force concluded her report by saying the Board
needs to be mindful of this analysis when determining the spending policy for the next
fiscal year.
Investment Subcommittee Report
Mr. Nickel reported the investment returns on the main endowment pool during the third
quarter were up 4.6%. Year-to-date returns are flat, but Prime Buchholz is making
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progress as they continue moving towards the asset allocation targets. They continue to
evaluate investment managers. This includes incorporating more passive managers,
which will result in cost-savings. The Subcommittee will continue to work with Prime
Buchholz on fine-tuning their reporting so that the Foundation can better understand
underperformance and outperformance.
V.

ULREF Update
Mr. Payne provided an update on the University of Louisville Real Estate Foundation. At
their October 29, 2020 meeting, they approved their FY20 audited financial statements,
and reviewed their current financials and real estate holdings. The potential negative
impact from the current pandemic has not been realized.

VI.

Reports from the University of Louisville
Dr. Bendapudi expressed her appreciation to the University’s faculty, staff and students
for their compliance with the COVID-19 recommendations. The University continues to
make progress on implementing its three-year strategic plan. Dr. Bendapudi noted the
significance and importance of the stabilization of the University’s finances and the
hospital acquisition.
Mr. Durbin provided a high-level overview of the attached financial presentation.
Dr. Farrier provided a high-level overview of the attached Advancement presentation.
Mr. Reed expressed his appreciation to Dr. Bendapudi and her team.

VII.

Report of the Executive Director
Mr. Sherman expressed his appreciation to Mr. Ruhl and Mr. Robertson for their work
on the financial audit.
He also expressed his appreciation to Dr. Farrier noting that in the last few years there
have been improvements in the working relationship between the Foundation and the
Advancement team, under her leadership they have become even stronger.
Mr. Sherman provided a high-level overview of the attached presentation, noting that in
December 2016 the Foundation had ten distinct entities but today there are five.
Two real estate holdings, the North Quad and the Atria building, are both fully leased.
Mr. Sherman reported the Gift Processing team within University Advancement will be
transitioning from the University to the Foundation. The target date is January 1, 2021.
The last item in Mr. Sherman’s report were the attached resolutions related to TNRP.
Mr. Thompson made a motion, which Ms. Force seconded, to approve them. The motion
passed.
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Street Address: 1001 Jennabrooke Way, Louisville, KY 40243
Mailing: P.O. Box 43653, Louisville, KY 40253-0653
(502) 244-1161

FAX (502) 244-1162

www.bmsllc.net

Adoption Agreement-Flexible Benefits Plan
Employer Name: University of Louisville Foundation
Plan Year: December 1, 2020 – November 30, 2021
The undersigned Employer, by executing this Adoption Agreement, elects to adopt the accompanying
Flexible Benefits Plan by adopting said plan document in full. The Employer makes the following
elections granted under the provisions of the plan.
1. The Name of the Employer: University of Louisville Foundation
The Employer shall be the Plan Sponsor and Plan Administrator.
2. Effective Date:
X This Flexible Benefits Plan shall be effective as of December 1, 2020.
3. Plan and Plan Year:
The Name of the Plan shall be the University of Louisville Foundation Flexible Benefits Plan (the
“Plan”). The initial Plan Year shall begin on December 1, 2020, and end on November 30, 2021.
Future Plan Years will be based on a full twelve-month period beginning each December 1st and
ending each November 30th.
4. Plan Number:

501

5. Employer’s Principal Office:
This Flexible Benefits Plan shall be governed under the laws of the:
State (or Commonwealth) of KY
6. Eligible Employees:
All Employees shall be eligible to participate in the Plan, except:
▪
▪

▪
▪
© 2020 BMS LLC

Under the Health Savings Account, individuals who fail to qualify as an Eligible Individual
for a Health Savings Account under Code Section 223(c);
With the exception of the Health Savings Account program, any self-employed person(s),
within the meaning of Code Section 401(c), including independent contractors, a greater
than 2% shareholder in a Subchapter S corporation, a partner in a partnership, or any owner
or member of a limited liability company that is treated like a partnership for tax purposes;
A relative, within the meaning of IRC Section 308, of one of the above self-employed
person(s);
Under the Healthcare Flexible Spending Account, employees not eligible under Employer
group health insurance plan; AND:
1

Part-time Employees expected to work less than ___________ hours per week.
Commission salespersons.
Any Employee of the Employer who is included in a unit of employees covered
by an agreement which the Secretary of Labor finds to be a collective bargaining
agreement between employee representatives and one or more employers unless the
collective bargaining agreement requires the employee to be included within the Plan.
Any Employee who is temporary or seasonal (working for the Employer less than
6 months of the year).
Any Leased Employee, as well as any independent contractor, or other "statutory
employee" who is not treated as a common law employee of the Employer for payroll
purposes, regardless of any other court or administrative agency determination.
Nonresident Aliens.
Other: __________________________________.
7. Plan Entry Date/Waiting Period:
Employees eligible to participate may become Participants:
Same as Employer’s group health insurance plan.
X
Date of hire (but subject to any shorter limitation period if mandated under applicable law).
8. Benefits:
The following Benefit Options shall be included in the Plan:
X
Healthcare Flexible Spending Account subject to an annual limit of $ 2,750.00 . (Not
to exceed $2,750.00, as indexed, for a 12-month Plan Year or prorated for a short Plan Year)
X
Limited-Purpose Healthcare Flexible Spending Account subject to an annual limit of
$2,750.00. (Not to exceed $2,750.00, as indexed, for a 12-month Plan Year or prorated for a short
Plan Year)
X
Dependent Care Assistance Program subject to the maximums contained in Section 7.9
of the Plan Document.
NA
Adoption Assistance Program subject to the maximums contained in Section 8.9 of the
Plan Document.
X
Insurance Benefits. The Employer’s Sponsored Group Health Insurance Plans
(including any Employer Sponsored Plans which can include: Health or Medical insurance, Dental
insurance, Vision insurance, Accidental Death & Dismemberment insurance, Group Term Life
Insurance on the life of the employee for coverage that does not exceed $50,000, Long or Short
Term Disability Insurance; and premiums for COBRA Continuation Coverage payroll deducted for
eligible employee;
NA
Tax-Free Transportation Program, subject to the terms and conditions of Article IX of
the Plan Document.
X
Employee Health Savings Account Contributions, subject to the terms and conditions of
Article X of the Plan Document.
9. Contributions:
The contributions for this Plan can be both Employee (via Salary Redirection) and Employer
Contributions. Employer Contributions are considered the portion in which the Employer pays for
qualified Insurance Benefits under this Plan. It can include contributions to an Employer funded
Flexible Spending Account (if applicable to the Plan Benefits above. And, it could also include
contributions to a Health Savings Account by the Employer (if applicable) to the Plan benefits
indicated above.
© 2020 BMS LLC
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University of Louisville Foundation, Inc. and Affiliates
Consolidated Statements of Financial Position
(In Thousands)

Assets
Cash and Cash Equivalents
Accounts and notes receivable, net
Loans receivable, net
Contributions receivable, net
Due from the University of Louisville
Real Estate Foundation, Inc.
Investments
Funds held in trust by others
Prepaid expenses and other assets
Capital assets, net
Total assets
Liabilities and net assets
Liabilities:
Accounts payable
Unallocated gifts
Funds held in trust for others
Other liabilities
Bonds and notes payable
Due to the University of Louisville
Total liabilities
Net assets:
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

2020
$

$

$

$

June 30

2019

6,503 $
4,282
15,404
14,014

9,785
4,870
15,720
15,818

16,734
682,811
58,516
5,751
53,009
857,024 $

17,410
695,617
58,675
6,298
54,114
878,307

899 $
41
13,635
10,645
53,391
6,281
84,892

1,049
99
19,555
10,667
54,635
1,383
87,388

40,936
731,196
772,132
857,024 $

38,864
752,055
790,919
878,307

See notes to consolidated financial statements.
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University of Louisville Foundation, Inc. and Affiliates
Consolidated Statements of Activities and Changes in Net Assets
(In Thousands)

Years Ended June 30, 2020 and 2019

Revenues, gains, and other support:
Gifts
Net investment return (loss)
Changes in funds held in trust by others
Net rental revenues
Contributions from the University of Louisville Real Estate Foundation, Inc.
Other revenues
Net assets released from restrictions
Total revenues, gains, and other support

Without Donor Restrictions
2020
2019
$

With Donor Restrictions
2020
2019

2,020 $
1,646
–
4,523
–
3,110
71,452
82,751

837 $
7,121
–
6,829
11,874
3,516
58,672
88,849

Expenses:
Contributions and allocations to University of Louisville departments
Salaries
Utilities
General and administrative
Professional services
Repairs and maintenance
Depreciation and amortization
Interest expense
Other expenses
Total expenses

66,885
2,568
650
1,741
2,199
1,355
2,515
1,964
802
80,679

64,058
2,892
975
2,592
2,003
1,946
3,088
2,267
747
80,568

Loss on contributions receivable, net
Actuarial gain on annuity and unitrust obligations
Total expenses and losses

–
–
80,679

–
–
80,568

4,196
(207)
3,989

2,072

8,281

(20,859)

Changes in net assets
Net assets, beginning of year
Net assets, end of year

$

38,864
40,936 $

30,583
38,864 $

56,857 $
(4,466)
2,191
–
–
–
(71,452)
(16,870)
–
–
–
–
–
–
–
–
–
–

752,055
731,196 $

2020

38,089 $
13,704
1,907
–
–
–
(58,672)
(4,972)

Totals

2019

58,877 $
(2,820)
2,191
4,523
–
3,110
–
65,881

38,926
20,825
1,907
6,829
11,874
3,516
–
83,877

66,885
2,568
650
1,741
2,199
1,355
2,515
1,964
802
80,679

64,058
2,892
975
2,592
2,003
1,946
3,088
2,267
747
80,568

3,227
(40)
3,187

4,196
(207)
84,668

3,227
(40)
83,755

(8,159)

(18,787)

–
–
–
–
–
–
–
–
–
–

760,214
752,055 $

790,919
772,132 $

122
790,797
790,919

See notes to consolidated financial statements.
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University of Louisville Foundation, Inc. and Affiliates
Consolidated Statements of Cash Flows
(In Thousands)

Operating activities
Changes in net assets
Adjustments to reconcile changes in net assets to net cash (used in) provided by
operating activities:
Contributions of capital assets
Net change in unrealized loss (gain) on investments and alternative investments
net return
Changes in funds held in trust by others
Depreciation and amortization expense
Loss on disposals of capital assets
Loss on contributions receivable
Loss on contribution of capital assets to University of Louisville
Real Estate Foundation, Inc.
Contributions restricted for long-term investment
Changes in annuitant and unitrust funds and obligations
Changes in assets and liabilities:
Accounts and notes receivable, net
Contributions receivable, net
Due from the University of Louisville Real Estate Foundation, Inc.
Prepaid expenses and other assets
Accounts payable
Unallocated gifts
Funds held in trust for others
Other liabilities
Due to the University of Louisville
Net cash (used in) provided by operating activities

Year Ended June 30
2020
2019
$

(18,787) $
(800)

122
–

2,820
(2,191)
2,515
–
4,196

(19,757)
(1,907)
3,088
19
3,227

–
(13,976)
(9)

32,991
(9,082)
659

588
(2,392)
676
(8)
(150)
(58)
(5,920)
788
4,898
(27,810)

756
2,275
4,345
14
(681)
(1,509)
(2,418)
(2,194)
(5,159)
4,789

(621,581)
633,917
316
12,652

(240,727)
258,158
–
17,431

Financing activities
Contributions restricted for long-term investment
Payments to annuitants
Principal payments on bonds and notes payable
Net cash provided by (used in) financing activities

13,976
(801)
(1,299)
11,876

9,082
(830)
(26,948)
(18,696)

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

(3,282)
9,785
6,503 $

Supplemental cash flow information
Cash paid for interest

$

Investing activities
Purchases of investments
Proceeds from sales of investments
Payments on note receivable
Net cash provided by investing activities

1,972

$

3,524
6,261
9,785
2,548

See notes to consolidated financial statements.
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements
June 30, 2020 and 2019
1. Description of Organization and Summary of Significant Accounting Policies
Organization
The University of Louisville Foundation, Inc. and Affiliates (ULF or the Foundation) have been
designated by the University of Louisville (the University) to receive funds derived from gifts and
other sources, including funds held in trusts by others. As directed by its Board of Directors (the
Board), ULF transfers funds to the University upon satisfaction of donor restrictions. In addition,
a portion of the Foundation’s unrestricted resources provides support for certain of the University’s
activities.
The Foundation owns or controls the following entities, all of which are included in the
consolidated financial statements of the Foundation as of June 30, 2020 and 2019, unless otherwise
noted:
ULH, Inc. (ULH) began operations on April 23, 2001, and is affiliated with ULF through
certain common management and trustees. ULH leases land from the University and issues
revenue bonds for student housing purposes. ULH receives, retains, and disposes of real estate,
and manages and operates the student housing properties it owns. ULH filed articles of
dissolution in January 2019. See Note 16 for further descriptions of ULH transactions.
University of Louisville Development Corporation, LLC (ULDC) is a limited liability
company formed in September 2007, whose sole member is ULF. Its purpose is to develop and
manage certain real estate operations of ULF at the Shelby Campus of the University. In
October 2010, ULDC became a 51% owner of Campus One, LLC (Campus One). Campus
One operates a commercial real estate building on the University’s Shelby Campus. This
investment is accounted for under the equity method, since ULDC is not considered the
primary beneficiary.
MetaCyte Business Lab, LLC (MetaCyte) is a limited liability company acquired in 2008.
Its purpose is to identify and support commercially promising health science discoveries in the
region. ULF is the sole member of MetaCyte.
MetaCyte Equity Holdings, LLC (MetaCyte Equity) is a limited liability company acquired
in February 2008. Its purpose is to hold the equity shares obtained by MetaCyte Equity through
development with startup corporations. MetaCyte Equity has had no activity since inception.

2009-3582499

6

University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
The Nucleus Real Properties, Inc. (TNRP) is a Kentucky not-for-profit corporation formed
in July 2013, affiliated with the Foundation through a common board of directors and certain
common management. TNRP’s purpose is to develop the property and improvements located
at the corner of Market and Shelby Streets in Louisville, Kentucky commonly known as the
Atria Support Center Building, as a revenue-producing asset, in order to further the charitable
and educational purposes of the Foundation and the University.
CCG, LLC (CCG) is a limited liability company formed in December 2013, whose sole
member is ULF. Its purpose is to acquire and operate a first-class collegiate golf practice
facility located in Shelby County, Kentucky. Formally known as the Cardinal Club, CCG is
managed by the University of Louisville Athletic Association (the Association).
DCPA, LLC is a limited liability company formed in May 2014, whose sole member is ULF.
Its purpose is to serve as a vehicle for the efficient administration of various deferred
compensation plans, agreements, and understandings. The entity filed articles of dissolution in
June 2019.
All significant intercompany balances and transactions have been eliminated in consolidation. The
Foundation is presented in the financial statements of the University as a discretely presented
component unit.
Use of Estimates
The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles (U.S. GAAP) 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. Estimates could also affect the
reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

2009-3582499
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
Cash and Cash Equivalents
Cash includes all cash and highly liquid investments that are neither internally nor externally
restricted. The Foundation considers highly liquid investments to be cash and cash equivalents
when they are both readily convertible to cash and so near to maturity (typically within three
months) that their value is not subject to risk due to changes in interest rates. The amount of cash
and cash equivalents carried on the consolidated statements of financial position represents fair
value.
At June 30, 2020 and 2019, the Foundation’s cash accounts exceeded federally insured limits by
approximately $6.3 million and $10.2 million, respectively.
Investments and Investment Return
The Foundation includes, as a part of its portfolio, investments that are restricted by donors for use
in the future activities of the University. Restricted investments include assets under bond
indenture agreements.
Investment securities are exposed to various risks, such as interest, market, and credit risks. Due
to the level of risk associated with certain investment securities, it is at least reasonably possible
that changes in the values of investment securities will occur in the near term, and that such a
change could materially affect the amounts reported in the consolidated financial statements.
The investment objectives of the Foundation are to preserve the principal of the endowment funds
in both absolute and real terms while maximizing, over the long term, the total rate of return (yield
and appreciation) within reasonable risk parameters.
All investment securities are considered trading. Included in net investment return are interest,
dividends, realized gains and losses on investments, investment manager fees, and changes in the
value of investments carried at net asset value (NAV).
Investment return that is initially restricted by donor stipulation is included in net assets with donor
restrictions. Other investment return is reflected in the consolidated statements of activities and
changes in net assets as with donor restrictions or without donor restrictions based upon the
existence and nature of any donor or legally imposed restrictions.

2009-3582499
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
The Foundation maintains pooled investment accounts for its endowments. Investment income
and realized and unrealized gains and losses from securities in the pooled investment accounts are
allocated monthly to the individual endowments based on the relationship of the fair value of the
interest of each endowment to the total fair value of the pooled investment accounts, as adjusted
for additions to or deductions from those accounts.
Alternative investments, including hedge funds, private equity funds, limited partnerships, and real
estate funds, are recorded under the equity method of accounting using NAV. The NAV of
alternative investments is based on valuations provided by the administrators of the specific
financial instrument. The underlying investments in these financial instruments may include
marketable debt and equity securities, commodities, foreign currencies, derivatives, real assets
(such as real estate), and private equity investments.
The Foundation is a limited partner in certain funds that employ hedged investment strategies and
funds that employ investment strategies that require long holding periods to create value. These
investments are accounted for using the equity method of accounting, based on the fund’s financial
information. Management has utilized the best available information for reported alternative
investment values, which, in some instances, are valuations as of an interim date.
Fair Value Measurements
ULF follows the provisions of Accounting Standards Codification (ASC) 820, Fair Value
Measurement, which defines fair value as the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date
and establishes a framework for measuring fair value. ASC 820 defines a three-level hierarchy for
fair value measurements based upon the transparency of inputs to the valuation of an asset or
liability as of the measurement date.
ASC 820 emphasizes that 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 an asset or liability. As a basis for considering market
participant assumptions in fair value measurements and, as noted above, ASC 820 defines a threelevel fair value hierarchy that distinguishes between market participant assumptions based on
market data obtained from sources independent of the reporting entity and the reporting entity’s
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
own assumptions about market participants. The fair value hierarchy is based upon the
transparency of inputs to the valuation of an asset or liability as of the measurement date. The three
levels are defined as follows:
•

Level 1 – Inputs utilize quoted market prices in active markets for identical assets or
liabilities that ULF has the ability to access.

•

Level 2 – Inputs may include quoted prices for similar assets and liabilities in active
markets, as well as inputs that are observable for the asset and liability (other than quoted
prices), such as interest rates, foreign exchange rates, and yield curves that are observable
at commonly quoted intervals.

•

Level 3 – Inputs are unobservable inputs for the asset or liability, which is typically based
on an entity’s own assumptions, since there is little, if any, related market activity.

In instances where the determination of the fair value measurement is based on inputs from
different levels of the fair value hierarchy, the level in the fair value hierarchy within which the
entire fair value measurement falls is based on the lowest-level input that is significant to the fair
value measurement in its entirety. The Foundation’s assessment of the significance of a particular
input to the fair value measurement in its entirety requires judgment and considers factors specific
to the asset or liability.
Investment in Joint Venture
ULF maintains an ownership percentage of 51% or less in a joint venture that does not require
consolidation. This investment is accounted for using the equity method of accounting.
ULF, through ULDC, holds a variable interest in a joint venture accounted for under the equity
method of accounting acquired through the creation of Campus One in October 2010. The joint
venture builds and manages rental properties on the University’s Shelby Campus. NTS
Development Company (NTS), which is the joint venture partner and manager, may terminate the
management agreement without cause upon 60 days’ written notice or terminate the management
agreement for cause at any time upon prior written notice, and, in such case, NTS may require
ULDC to purchase NTS’s interest at fair value.
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
The Foundation has evaluated these investments for consolidation under Accounting Standards
Update (ASU) 2017-02, Not-for-Profit Entities—Consolidation (Subtopic 958-810): Clarifying
When a Not-for-Profit Entity That Is a General Partner or a Limited Partner Should Consolidate a
For-Profit Limited Partnership or Similar Entity.
An investee’s primary beneficiary is the entity that has the power to direct the investee’s significant
activities and has an obligation to absorb losses or the right to receive benefits that could be
potentially significant to the investee. An investee must be consolidated if an entity is deemed to
be the primary beneficiary of the investee.
All facts and circumstances are taken into consideration when determining whether the Foundation
has variable interests that would deem it the primary beneficiary and therefore require
consolidation of the related investee or otherwise rise to the level where disclosure would provide
useful information to the users of the Foundation’s consolidated financial statements. In many
cases, it is qualitatively clear based on whether the Foundation has the power to direct the activities
significant to the investee and, if so, whether that power is unilateral or shared, and whether the
Foundation is obligated to absorb significant losses of, or has a right to receive significant benefits
from, the investee. In other cases, a more detailed qualitative analysis, and possibly a quantitative
analysis, are required to make such a determination.
The Foundation monitors the unconsolidated investments to determine whether any
reconsideration events have occurred that could impact the conclusion to these investments. The
Foundation reconsiders whether it is the primary beneficiary of an investee on an ongoing basis.
A previously unconsolidated investee is consolidated when the Foundation becomes the primary
beneficiary. A previously consolidated investee is deconsolidated when the Foundation ceases to
be the primary beneficiary.
The Foundation has concluded it is not the primary beneficiary of this joint venture, since most of
the daily operations and key operating decisions are conducted by NTS, and, therefore, the entity
is not consolidated.
At June 30, 2020 and 2019, the Foundation’s loss in excess of its investment was approximately
$(787,000) and $(586,000), respectively, and is included within investments on the accompanying
consolidated statements of financial position.
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
Capital Assets
Capital assets are stated at cost or estimated market value at date of receipt from donors.
Depreciation on capital assets is charged to expense using the straight-line method based on their
estimated useful lives.
The estimated useful lives for each major depreciable classification of capital assets are as follows:
Buildings
Furniture and fixtures
Other plant assets

40 years
3 to 15 years
3 to 25 years

The Foundation has elected to capitalize collections that include art, rare books, photographs,
letters, journals, manuscripts, and musical instruments. These items are capitalized at cost or, if a
gift, at the fair market value on the date of the gift.
Long-Lived Asset Impairment
The Foundation evaluates the recoverability of the carrying value of long-lived assets whenever
events or circumstances indicate the carrying amount may not be recoverable. If a long-lived asset
is tested for recoverability and the undiscounted estimated future cash flow expected to result from
the use and eventual disposition of the asset is less than the carrying amount of the asset, the asset
cost is adjusted to fair value, and an impairment loss is recognized as the amount by which the
carrying amount of a long-lived asset exceeds its fair value. There was no impairment loss
recognized during the years ended June 30, 2020 and 2019.
Funds Held in Trusts by Others
The Foundation is the beneficiary of irrevocable trust funds held by others. The Foundation has
recorded the fair value of the ownership interest of the trusts as net assets with donor restrictions.
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University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
Funds Held in Trusts for Others
The Foundation has entered into agreements with other entities to serve as agent for certain trusts.
The Foundation manages these investments as a part of these agency agreements. The Foundation
records these investments within investments and funds held in trusts for others on the consolidated
statements of financial position. The Foundation, acting in an agent capacity, does not reflect
earnings on investments held in trust for others on the consolidated statements of activities, since
these earnings are distributed to the owners of the funds.
Unrestricted Bequests
The Foundation follows the policy of designating all unrestricted bequests of $100,000 or greater
as funds functioning as board-designated endowments.
Gifts
Gifts of cash and other assets received are reported as net assets with donor restrictions. When a
donor-stipulated time restriction ends or purpose restriction is accomplished, net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported on the consolidated
statement of activities as net assets released from restrictions.
Unconditional gifts expected to be collected within one year are reported at their net realizable
value. Unconditional gifts expected to be collected in future years are initially reported at fair value
determined using the discounted present value of estimated future cash flows technique. An
allowance on uncollectible pledges is recorded based on such factors as collection and payment
history, type of gift, and nature of fundraising. Scheduled payments past due are allowed.
Conditional gifts depend on the occurrence of a specified future and uncertain event to bind the
potential donor and are recorded when the conditions are substantially met and the gift becomes
unconditional.
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1. Description of Organization and Summary of Significant Accounting Policies (continued)
In-Kind Contributions
In addition to receiving cash contributions, the Foundation receives in-kind contributions of library
materials, art, vehicles, and other educational equipment and supplies from various donors. It is
the policy of the Foundation to record the estimated fair value of certain in-kind donations as an
expense on its consolidated financial statements and similarly increase gift revenue by a like
amount. The Foundation received approximately $2.1 million and $837,000 of in-kind gifts for the
years ended June 30, 2020 and 2019, respectively.
Rental Revenue and Deferred Rent
Rental revenue is recognized over the terms of each tenant’s lease agreement. Certain of TNRP’s
lease agreements are structured to include scheduled and specific rent increases over the lease
term. For financial reporting purposes, deferred rent consists of rents receivable from these leases
recognized on a straight-line basis over the initial lease term. Accrued income from these leases
reflected as deferred rent, which is included in accounts and notes receivable, net on the
consolidated statements of financial position, was approximately $3.4 million for each of the years
ended June 30, 2020 and 2019.
Income Taxes
The Foundation and primarily all of its affiliates are recognized by the Internal Revenue Service
(IRS) as exempt from federal income tax under Section 501(a) of the Internal Revenue Code as
charitable organizations qualifying under Internal Revenue Code Section 501(c)(3). Certain of
ULF’s affiliates are single-member limited liability companies, which are considered disregarded
entities for tax purposes.
The Foundation completed an analysis of its uncertain tax positions in accordance with applicable
accounting guidance and determined there are no amounts to be recognized on the consolidated
financial statements at June 30, 2020 or 2019.
Accounting Policy Change
Effective July 1, 2019, the Foundation elected to change its method of recording current use gifts
and net investment return as revenues with donor restrictions. This change will also impact the
amount recorded as net assets released from restrictions. There is no change to total revenue, gains
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1. Description of Organization and Summary of Significant Accounting Policies (continued)
and other support or net assets. The Foundation believes this method is preferable as the
consolidated statements of activities will properly reflect the revenues consistent with the gifts’
underlying donor restrictions.
Accounting Policy Change (continued)
As a result of the retrospective application of the change in accounting principle, certain financial
statement line items in the Foundation’s consolidated statements of activities for the year ended
June 30, 2019 were adjusted as presented in the following table.
Without
Donor Restrictions

Consolidated Statements of Activities,
Fiscal Year June 30, 2019
Gifts
Net investment return
Net assets released from restrictions

As
Previously
Reported
$

Effects of
Change

With
Donor Restrictions

As
Adjusted

25,014 $ (24,177) $
7,791
(670)
33,825
24,847

As
Previously
Reported

Effects of
Change

As
Adjusted

837 $ 13,912 $ 24,177 $ 38,089 $
7,121
13,034
670
13,704
58,672
(33,825)
(24,847)
(58,672)

Total
38,926
20,825
–

Recent Accounting Pronouncements
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (ASU 2016-02). The ASU
requires the rights and obligations arising from the lease contracts, including existing and new
arrangements, to be recognized as assets and liabilities on the balance sheets. The ASU will require
disclosures to help the financial statement users better understand the amount, timing, and
uncertainty of cash flows arising from leases. The ASU is effective for the Foundation beginning
July 1, 2020, and will be applied using a modified retrospective approach. The Foundation is
currently in the process of evaluating its lease contracts, as well as certain service contracts that
may include embedded leases. Additionally, the Foundation is finalizing its analysis of certain key
assumptions that will be utilized at the transition date, including the incremental borrowing rate.
The primary effect of the new standard will be to record right-of-use assets and obligations for
current operating leases and incremental disclosures in the consolidated financial statement
footnotes. The transition adjustment is not expected to have a material impact on the consolidated
statements of financial position and activities and changes in net assets.
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2. Financial Assets and Liquidity Resources
As of June 30, financial assets and liquidity resources available within one year for general
expenditure, such as operating expenses and scheduled principal payments on debt were as
follows:

Financial assets at year end:
Cash
Accounts and notes receivable, net
Loans receivable, net
Contributions receivable, net
Due from the University of Louisville
Real Estate Foundation, Inc.
Investments
Funds held in trust by others
Total financial assets

2020
2019
(In Thousands)
$

Less amounts not available to be used within one year:
Endowments with donor restrictions, net of current year
spending appropriations
Quasi-endowments established by the board, net of
current year spending appropriations
Loan receivable not due within one year
Funds held in trust by others
Contributions receivable not due within one year
Total financial assets available to meet general
expenditures over the next twelve months

$

6,503 $
4,282
15,404
14,014

9,785
4,870
15,720
15,818

16,734
682,811
58,516
798,264

17,410
695,617
58,675
817,895

(448,712)

(447,971)

(163,059)
(14,404)
(58,516)
(7,425)
(692,116)

(170,882)
(14,404)
(58,675)
(7,894)
(699,826)

106,148 $

118,069

The Foundation has certain board-designated assets limited to use that are available for general
expenditure within one year in the normal course of operations. These assets are part of the
governing board-designated policy and included in the qualitative information above. It is the
Foundation’s practice to utilize the income from the endowments for operations; however, the
entire amount could be made available, if necessary.
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3. Net Assets
Without Donor Restrictions – These are net assets that are not subject to donor-imposed
restrictions. Items that affect this category principally consist of revenues and expenses associated
with the core activities of the Foundation and its affiliates, along with unrestricted gifts to the
Foundation.
With Donor Restrictions – These are net assets subject to donor-imposed restrictions that will be
met by the Foundation or the passage of time. Items that affect this net asset category are gifts for
which donor-imposed restrictions have not been met in the year of receipt, pledges, and investment
returns on true and term endowments. Expirations of restrictions on net assets are reported as net
assets released from restrictions.
Net assets with donor restrictions consisted of the following at June 30:
2020
2019
(In Thousands)
Instruction
Research
Academic support
Student services and financial aid
Institutional support
Other

$

$

77,971 $
261,309
148,961
162,966
43,523
36,465
731,196 $

81,042
270,367
140,411
153,967
59,694
46,574
752,055

4. Due to the University
In accordance with the Foundation’s memorandum of understanding with the University, the
Foundation receives and disburses monies on behalf of the University. The net amount of these
receipts and disbursements approximated a payable of $6.3 million and $1.4 million as of June 30,
2020 and 2019, respectively, which is recorded as an amount due to the University on the
consolidated statements of financial position. Generally, the receivable or payable is cleared within
the subsequent month; however, no formal agreement governs the time period in which payments
are to be made. The Foundation has remitted an additional $3,958,000 to the University subsequent
to June 30, 2020.
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5. Loans Receivable, Net
Loan Receivable From Nucleus Innovation Investment Fund, LLC
In connection with TNRP’s new market tax credit financing in September 2013, Nucleus
Innovation Investment Fund, LLC (NIIF), an unrelated third party, signed a $14.4 million
promissory note payable to the Foundation. The note bears a fixed rate of 1% with interest-only
payments due quarterly through September 2020. Thereafter, NIIF will make quarterly payments
of accrued interest and principal sufficient to fully amortize the remaining principal balance of the
note. The note matures in December 2043. At June 30, 2020 and 2019, the principal balance of the
note was $14,404,000 and is recorded in loans receivable, net on the consolidated statements of
financial position. For each of the years ended June 30, 2020 and 2019, the Foundation received
interest income approximating $144,000, which is included in net investment return on the
consolidated statements of activities and changes in net assets.
6. Contributions Receivable, Net
Contributions receivable are discounted using rates on risk-free obligations ranging from 0.2% to
5.9% for both 2020 and 2019. Contributions receivable, certain of which are restricted by donors,
as of June 30 are as follows:
2020
2019
(In Thousands)
Less than one year
One to four years
Greater than four years
Allowance for doubtful accounts
Unamortized discount
Contributions receivable, net
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$

$

10,446 $
5,397
2,028
17,871
(3,415)
(442)
14,014 $

15,038
6,288
1,606
22,932
(6,490)
(624)
15,818
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6. Contributions Receivable, Net (continued)
Conditional promises of gifts depend on the occurrence of a specific and uncertain event. The
Foundation has not recorded these types of gifts on the consolidated financial statements. As of
June 30, the fair market value of these conditional gifts is as follows:
2020
2019
(In Thousands)
Bequests
Other
Total

$
$

285,898 $
42,583
328,481 $

290,452
6,359
296,811

7. Endowments
The Foundation’s endowment consists of individual funds established for a variety of purposes.
The endowment includes both donor-restricted endowment funds and funds designated by the
Board to function as endowments (board-designated endowment funds). As required by U.S.
GAAP, net assets associated with endowment funds, including board-designated endowment
funds, are classified and reported based on the existence or absence of donor-imposed restrictions.
The Foundation’s Board has interpreted the Uniform Prudent Management of Institutional Funds
Act (UPMIFA), adopted in the Commonwealth of Kentucky in July 2010, as requiring
preservation of the fair value of the original gift as of the gift date of the donor-restricted
endowment funds, absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Foundation classifies as net assets with donor restrictions (a) the original value
of gifts donated to the endowment, (b) the original value of subsequent gifts to the endowment,
and (c) accumulations to the endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the fund. This policy is consistent
for both donor-restricted endowment funds and board-designated endowment funds that have
donor restrictions.
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7. Endowments (continued)
The composition of net assets by type of endowment fund at June 30 was as follows:
2020
Without
With
Donor
Donor
Restrictions Restrictions
(In Thousands)
Donor-restricted endowment funds
Board-designated endowment funds

$
$

– $
31,380
31,380 $

484,984 $
133,137
618,121 $

2019
Without
With
Donor
Donor
Restrictions Restrictions
(In Thousands)
Donor-restricted endowment funds
Board-designated endowment funds
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$
$

– $
38,421
38,421 $

491,477 $
134,181
625,658 $

Total
484,984
164,517
649,501

Total
491,477
172,602
664,079
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7. Endowments (continued)
Changes in endowment net assets for the years ended June 30 were as follows:
2020
Without
With
Donor
Donor
Restrictions Restrictions
(In Thousands)
Endowment net assets, beginning of year

$

Investment return:
Investment and endowment income
Net depreciation
Total investment losses
Contributions
Appropriations
Other changes
Endowment net assets, end of year

38,421 $
257
(349)
(92)

$

–
(1,339)
(5,610)
31,380 $

625,658 $

664,079

4,591
(11,044)
(6,453)

4,848
(11,393)
(6,545)

13,976
(26,239)
11,179
618,121 $

13,976
(27,578)
5,569
649,501

2019
Without
With
Donor
Donor
Restrictions Restrictions
(In Thousands)
Endowment net assets, beginning of year

$

Investment return:
Investment and endowment income
Net appreciation
Total investment return
Contributions
Appropriations
Other changes
Endowment net assets, end of year

2009-3582499

41,553 $
383
517
900

$

3
(1,616)
(2,419)
38,421 $

Total

611,601 $
5,887
8,229
14,116
10,791
(28,076)
17,226
625,658 $

Total
653,154
6,270
8,746
15,016
10,794
(29,692)
14,807
664,079
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7. Endowments (continued)
From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the fair value level that the Foundation is required to retain as a fund of
perpetual duration pursuant to donor stipulation or UPMIFA. In accordance with U.S. GAAP,
deficiencies of this nature are reported in net assets with or without donor restrictions and
aggregated to approximately $24 million at June 30, 2020 and 2019 in net assets with donor
restrictions. These deficiencies resulted from unfavorable market fluctuations that occurred after
investment of contributions with donor restrictions. The Foundation’s spending policy allows for
a pro-rated amount of appropriations in certain instances of endowments with these deficiencies.
The Foundation has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding to programs and other items supported by its endowment
while seeking to maintain the purchasing power of the endowment. Endowment assets include
those assets of donor-restricted endowment funds that the Foundation must hold in perpetuity or
for donor-specified periods, as well as those of board-designated endowment funds.
Under the Foundation’s policies, endowment assets are invested in a manner that is intended to
produce results that achieve a minimum net total return that is equal to the Foundation’s spending
rate plus inflation without the assumption of excessive investment risk. To satisfy its long-term
rate of return objectives, the Foundation relies on a total return strategy in which investment returns
are achieved through both current yield (investment income, such as dividends and interest) and
capital appreciation (both realized and unrealized). The Foundation targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within acceptable risk constraints.
The Foundation has a standing policy (the spending policy) of appropriating for expenditure each
year a percentage of certain endowment funds’ average market values over the prior three years
through the calendar year-end preceding the year in which expenditure is planned. The Foundation
will adjust the spending policy for a given year to mitigate adverse market performance on the
level of support provided to the University.
In April 2019, the Board of the Foundation approved a 4.25% spending policy for the fiscal year
2020 for support to the academic units and allocated 1.25% for overall fundraising efforts and
operations of the Foundation. The spending policy remains based on a three-year moving average
of certain market values as of December 31.
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7. Endowments (continued)
In May 2020, the Board of the Foundation approved a 3.00% spending policy for the fiscal year
2021 for support to the academic units and allocated 1.00% for overall fundraising efforts and
operations of the Foundation. The spending policy is based on a twelve-quarter moving average
of certain market values as of December 31.
The Foundation has adopted an investment objective whereby the average annual return over the
long term should equal the rate of inflation (measured by the three-year moving average of the
Gross Domestic Product Deflator) plus the average level of spending from total endowment assets.
The annual (loss) return for total endowment assets was (1.7%) and 1.7% in 2020 and 2019,
respectively.
8. Investments and Investment Income
Investments as of June 30 are as follows:
2020
2019
(In Thousands)
Cash equivalents
Alternative investments:
Hedge funds
Investments in partnerships
Mutual funds:
Equity
Fixed income
Marketable alternatives:
Domestic marketable equity securities
Marketable debt securities:
Agency bonds
U.S. Treasury
Total investments
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$

$

55,291 $

42,117

129,057
328,695

130,295
378,885

88,244
18,455

34,468
44,659

37,561

28,902

–
25,508
682,811 $

1,473
34,818
695,617
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8. Investments and Investment Income (continued)
The Foundation invests in various securities, which are exposed to various risks, such as interest
rate, market, and credit risks. Due to the level of risk associated with certain investment securities,
it is at least reasonably possible that changes in the values of investment securities will occur in
the near term and that such changes could materially affect the investment amounts reported on
the consolidated statements of financial position.
The Foundation’s investments do not have a significant concentration of credit risk within any
industry or specific institution.
The market risk inherent in certain of the Foundation’s investments is primarily the potential loss
arising from adverse changes in quoted market prices on equity securities and in interest rates on
fixed income securities. In an effort to mitigate this market risk, the Foundation has adopted a
policy of maintaining a diverse investment pool through the use of target asset allocation
guidelines. These guidelines require that the Foundation’s investment pool be made up of a mix
of publicly traded fixed income and equity securities, private equities and other nonmarketable
securities, and real estate investments.
The major portion of long-term investments is pooled in the total endowment assets, which is the
general endowment pool for the Foundation. The total endowment assets are pooled using a market
value basis, with each individual fund subscribing to, or disposing of, units on the basis of the
market value per unit at the end of the prior calendar month during which the transaction takes
place.
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8. Investments and Investment Income (continued)
Alternative Investments
The fair value of alternative investments has been estimated using the NAV per share of the
investments. Alternative investments held at June 30 consisted of the following:
Fair
Unfunded
Value
Commitments
(In Thousands)
Hedge funds

$

129,057 $
328,695

Investments in partnerships

Investments in partnerships

2009-3582499

$

130,295 $
378,885

Redemption
Notice Period

1,000

Various from
monthly to illiquid

Various from
30 to 90 days

65,882

Various from
monthly to illiquid

Various from
30 to180 days

Fair
Unfunded
Value
Commitments
(In Thousands)
Hedge funds

2020
Redemption
Frequency

2019
Redemption
Frequency

Redemption
Notice Period

1,928

Various from
quarterly to illiquid

Various from
30 to 90 days

59,796

Various from
monthly to illiquid

Various from
30 to180 days
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9. Fair Value Measurements
The following tables present the fair value measurements of assets by class recorded at fair value
on a recurring basis under ASC 820 at June 30:
2020

Level 1
Cash

$

Cash equivalents
Mutual funds:
Equity
Fixed income
Domestic marketable equity
securities
Marketable debt securities:
U.S. Treasury
Total investments
Funds held in trust by others
Total cash, investments, funds held
in trusts by others, and restricted
investments
Investments at NAV:
Hedge funds
Investments in partnerships

2009-3582499

$

Level 2
Level 3
(In Thousands)

6,503 $

Total

– $

– $

55,291

–

–

55,291

88,244
18,455

–
–

–
–

88,244
18,455

37,561

–

–

37,561

25,508
225,059

–
–

–
–

25,508
225,059

–

58,516

–

58,516

58,516 $

–

290,078

231,562 $

$

6,503

129,057
328,695
747,830
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9. Fair Value Measurements (continued)
2019
Level 2
Level 3
(In Thousands)

Level 1
Cash

$

Cash equivalents
Mutual funds:
Equity
Fixed income
Domestic marketable equity
securities
Marketable debt securities:
Agency bonds
U.S. Treasury
Total investments
Funds held in trust by others
Total cash, investments, funds held
in trusts by others, and restricted
investments
Investments at NAV:
Hedge funds
Investments in partnerships

$

9,785 $

Total

– $

– $

42,117

–

–

42,117

34,468
44,659

–
–

–
–

34,468
44,659

28,902

–

–

28,902

–
34,818
184,964

1,473
–
1,473

–
–
–

1,473
34,818
186,437

–

58,675

–

58,675

60,148 $

–

254,897

194,749 $

$

9,785

130,295
378,885
764,077

Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on a recurring basis and recognized on the accompanying consolidated statements of
financial position, as well as the general classification of such assets and liabilities pursuant to the
valuation hierarchy. The Foundation does not have any assets classified as Level 3 of the fair value
hierarchy.
There have been no significant changes in the valuation techniques during the year ended June 30,
2020.
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9. Fair Value Measurements (continued)
Cash Equivalents
Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy.
Investments
Level 1 securities include cash, equity, and fixed income mutual funds, along with domestic equity
securities and U.S. Treasury securities. If quoted market prices are not available, then fair values
are estimated by a third-party pricing service using pricing models, quoted prices of securities with
similar characteristics, or discounted cash flows, which would be classified as Level 2. Level 2
securities include U.S. government agency bonds.
Funds Held in Trust by Others
Fair value is determined at the market values of the underlying marketable debt and equity
securities in the beneficial trusts at June 30, 2020 and 2019. The Foundation’s fair value is
determined based on its proportional beneficial interest in the trust, with the Foundation as the sole
beneficiary of the majority of the trusts. Due to the nature of the valuation inputs, the interests are
classified within Level 2 of the hierarchy.
10. Funds Held in Trust by Others
The Foundation has been designated by the University as the income beneficiary of various trusts
and financial entities that are held and controlled by others. One of these is a perpetual and
irrevocable trust known as the University of Louisville Trust (the Trust). It was created in 1983 to
receive, administer, and invest assets that result from gifts to the Trust. The market value of the
Trust was approximately $26 million as of June 30, 2020 and 2019.
The Foundation’s portion of the market value of the remaining trusts was approximately $32
million as of June 30, 2020 and 2019. These funds are invested in various equities and incomeproducing assets. For the years ended June 30, 2020 and 2019, the Foundation recorded income of
$2.2 million and $1.9 million, respectively, from these trusts, which is included in changes in funds
held in trust by others on the consolidated statements of activities and changes in net assets.
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11. Capital Assets
Capital assets as of June 30 are as follows:
2020
2019
(In Thousands)
Land
Buildings
Other plant assets
Accumulated depreciation
Construction in process
Total capital assets, net

$

$

5,483 $
37,868
21,999
65,350
(14,128)
1,787
53,009 $

5,483
37,868
21,671
65,022
(12,224)
1,316
54,114

12. Funds Held in Trust for Others
The Foundation is the custodian of funds owned by the Association. The Association is a separate
corporation organized for the purpose of promoting the intercollegiate athletic activities of the
University. As of June 30, 2020 and 2019, the Foundation held approximately $5.5 million and
$11.2 million, respectively, for the Association’s investment purposes.
The Foundation entered into an agreement with Legacy Foundation of Kentuckiana, formerly
Jewish Hospital & St. Mary’s Healthcare, Inc. (Jewish Hospital) whereby the Foundation serves
in an agency capacity to invest funds on behalf of Jewish Hospital. Jewish Hospital is a separate
corporation organized for the purpose of providing health care services. As of June 30, 2020 and
2019, the Foundation held approximately $8.0 million for Jewish Hospital’s investment purposes.
The Foundation was the recipient of endowed funds, the income of which shall be used in support
of the Louisville Orchestra. As of June 30, 2020 and 2019, the Foundation held approximately
$200,000 for the benefit of the Louisville Orchestra.
The Foundation, acting in an agent capacity, does not reflect earnings on investments held in trust
for others on the consolidated statements of activities, since these earnings are distributed to the
owners of the funds.

2009-3582499

29

University of Louisville Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements (continued)

13. Bonds and Notes Payable
Bonds and notes payable consist of the following at June 30:
Description

Fiscal Year
of Maturity

2020
2019
(In Thousands)
$

33,380 $

Series 2013 (taxable) – ULF

Principal payments of $800 to
$2,450 are due annually through
maturity, and interest is due
semiannually at fixed rates from
3.6% to 5.6%

2043

CDE Note “A” – TNRP

Fixed rate of 0.73%, with quarterly
interest-only payments of $6
through December 2020,then
quarterly principal and interest
payments of $42 through maturity

2044

3,518

3,518

PNC CDE Note “B” – TNRP

Fixed rate of 0.73%, with quarterly
interest-only payments of $3
through December 2020, then
quarterly principal and interest
payments of $18 through maturity

2044

1,482

1,482

NNMF Note “A” – TNRP

Fixed rate of 0.73%, with quarterly
interest-only payments of $20
through December 2020, then
quarterly principal and interest
payments of $129 through maturity

2044

10,886

10,886

NNMF Note “B” – TNRP

Fixed rate of 0.73%, with quarterly
interest-only payments of $7
through December 2020, then
quarterly principal and interest
payments of $45 through maturity

2044

3,964

3,964

Term Note Payable – ULF

Fixed rate of 3.23%, with monthly
principal and interest payments
through January 1, 2023

2023

897

1,396

54,127
(736)
53,391 $

55,426
(791)
54,635

Total bonds and notes payable
Less bond issuance costs
Bonds and notes payable, net
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34,180
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13. Bonds and Notes Payable (continued)
Bonds Payable – ULF
In August 2013, the Foundation issued $37.5 million of University of Louisville Foundation, Inc.
Taxable Fixed Rate Bonds Series 2013 (2013 bonds) at a total interest cost of 4%. Final maturity
on the 2013 bonds is March 1, 2043.
Notes Payable – TNRP
TNRP, a qualified active low-income community business (QALICB), executed a loan agreement
on September 12, 2013, that provides for borrowings totaling $5.0 million from PNC CDE 28, LP
(PNC) and $14.9 million from NNMF Sub-CDE XX, LLC (NNMF). The loans financed the
construction of the Atria Support Center Building. The loans are secured by a property deed of
trust and security agreement filing on the property and a guaranty by the Foundation for obligations
under the loan agreement. TNRP’s loan balance is $19.9 million at June 30, 2020 and 2019.
Under the terms of the loan agreements, the loans have an interest rate of 0.73%, payable quarterly
to PNC and NNMF. TNRP is not permitted to prepay any portion of the principal of the loans until
the seventh anniversary date. Commencing September 2020, TNRP will pay quarterly, in arrears,
equal installments of principal and interest in amounts sufficient to fully amortize the principal
balances of each of the loans through the maturity date, December 31, 2043. Total interest expense
on the notes for each of the years ended June 30, 2020 and 2019, was approximately $144,000.
Under the terms of the loan agreement, TNRP has certain compliance requirements, including
compliance reporting and maintaining its status as a QALICB as defined by the Internal Revenue
Code. At June 30, 2020 and 2019, TNRP was in compliance with these requirements.
During September 2020, PNC and NNMF assigned rights to their loan agreements, including
mortgage security interests in the property, with TNRP to Nucleus Innovation Investment Fund,
LLC (NIIF). PNC exercised its put option to the Foundation for its interest in NIIF for $1,000. The
Foundation is now the sole member of NIIF which holds the promissory notes with TNRP. During
closing, TNRP paid approximately $173,000 to NNMF, of which $150,000 was a principal
payment on NNMF Note B. TNRP’s remaining restricted cash balance was transferred to its
operating account. Legal fees incurred were approximately $17,000. There is no impact to the
June 30, 2020 consolidated financial statements for this subsequent event.
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13. Bonds and Notes Payable (continued)
Term Note Payable – ULF
In January 2018, the Foundation issued a $1.9 million note payable that repaid the financial
guarantee of Pharmacogenetics Diagnostic Laboratory, LLC’s line of credit. Amounts outstanding
under the note bear a 3.23% fixed interest rate. The note matures in January 2023.
Principal payments on the above obligations due in the next five years and thereafter are as follows
(in thousands):
Principal
Due
2021
2022
2023
2024
2025
Thereafter

$

$

1,832
2,043
1,918
1,726
1,772
44,836
54,127

14. Guarantees
Loans
As of June 30, 2020 and 2019, ULF guaranteed four loans related to certain University student
organizations, including fraternities and sororities. If the student organization does not meet its
scheduled payments, ULF could be called upon to make the payments, as well as collect expenses
and costs. The total amount approved for loans was approximately $1.6 million, with $621,000
and $746,000 outstanding as of June 30, 2020 and 2019, respectively.
In December 2010, ULF guaranteed 51% of the outstanding loan of Campus One. As of June 30,
2020 and 2019, the amount under guarantee was $6.9 million and $7.3 million, respectively.
The Foundation has not made any payments on these guarantees to date.
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14. Guarantees (continued)
Lease Guarantee
In December 2006, the Foundation became the guarantor of payments due to University Faculty
Office Building, LLC (UFOB) under the Master Lease agreement between the Medical School
Practice Association, Inc. (MSPA) and UFOB. The Foundation has guaranteed the full and prompt
payment of all amounts due to UFOB, including any damages for default and payments to
reimburse UFOB for any costs and expenses incurred by UFOB to cure any default by MSPA. The
initial lease term is 15 years, which began in July 2008. The annual lease payments due from
MSPA to UFOB are approximately $3.5 million, with an annual inflation of 3%. The Foundation
has not made any payments on this guarantee to date.
15. Related-Party Transactions
Included in the spending policy contribution to the University is a specific component designed to
approximate the Foundation’s allocated portion of salaries, benefits, and certain other
administrative support costs related to fundraising and advancement. These amounts were
approximately $6.0 million and $6.1 million for the years ended June 30, 2020 and 2019,
respectively, and are included in contributions and allocations to the University departments on
the consolidated statements of activities and changes in net assets.
For the years ended June 30, 2020 and 2019, the Foundation recorded approximately $2.3 million
and $2.5 million, respectively, in revenues from the University and related affiliates, which is
included in net rental revenues and other revenues on the consolidated statements of activities and
changes in net assets.
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16. Transactions With University of Louisville Real Estate Foundation, Inc. and Affiliates
(ULREF)
In 2020 and 2019, there were approximately $0 and $11.9 million, respectively, of contributions
directly from ULREF related to ULH property transfers and general assignments of its assets and
liabilities.
In November 2018, ULH defeased approximately $26 million of outstanding bonds and transferred
capital assets with a net book value of approximately $33 million to ULREF. ULH entered into an
assignment agreement with the Foundation to transfer, assign, and convey approximately $10
million of the ULH bond escrow proceeds to the Foundation in December 2018, which were placed
into the Foundation’s endowment. Additionally, ULH entered into general assignment and
assumption agreements in January 2019 to transfer all other assets and liabilities of ULH to
ULREF. ULH filed articles of dissolution in January 2019 subsequent to these transfers.
In connection with the assignment of certain membership interests to ULREF, the Foundation
entered into a memorandum of agreement effective June 30, 2016, with ULREF and certain of its
affiliates whereas ULREF promises, and agrees, to pay to the Foundation approximately
$28.9 million. The unpaid balances shall bear no interest. ULREF may make payments on the
unpaid balance at any time, in whole or in part, without premium or penalty.
At June 30, 2020 and 2019, the net receivable from ULREF is $16.7 million and $17.4 million,
respectively, and is included as due from ULREF on the consolidated statements of financial
position. The amount due from ULREF is included within the endowment assets as of June 30,
2020 and 2019. See Note 7 for further information regarding the endowment.
On January 27, 2015, 220 South Preston, LLC (Preston), whose sole member is ULREF, entered
into a Master Parking Lease Agreement with the Foundation whereby the Foundation will lease
certain parking spaces in the garage from ULREF, and, in exchange, the Foundation will pay an
amount to ULREF that would cause the annual debt service coverage ratio to be not less than 1.25
to 1.00 per month. The term of this agreement began on January 27, 2015, and will continue for a
period of not earlier than the maturity date, December 2018, or earlier retirement of the garage
construction loan. As of June 30, 2020 and 2019, the Foundation payments to Preston are
insignificant. In June 2019, the Foundation was released from the Master Parking Lease
Agreement.
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17. Leasing Activities
TNRP leases space to tenants under noncancelable operating leases. As of June 30, 2020 and 2019,
TNRP had leases with four tenants. These leases expire in 3 to 11 years, through 2031. These
leases generally require TNRP to pay all executory costs (property, taxes, maintenance, and
insurance).
Future leasing rent payments due to TNRP during the next five years ending June 30 and thereafter
were as follows (in thousands):

For the year ending June 30,
2021
2022
2023
2024
2025
Thereafter
Total

Leasing
Payments
Due
$

$

3,505
3,562
3,620
3,348
2,143
12,638
28,816

Major Tenants
As of June 30, 2020 and 2019, TNRP has leased approximately 95% of its leasable space to three
tenants.
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18. Functional Expenses
The Foundation’s primary program service is contributions and allocations to the University.
Natural expenses attributable to more than one functional expense category are allocated using a
variety of cost allocation techniques, such as square footage and time and effort.
Expenses by functional classification for the year ended June 30, 2020, were as follows:
Program
Services
Contributions and allocations to
University of Louisville departments
Salaries
Utilities
General and administrative
Professional services
Repairs and maintenance
Depreciation and amortization
Interest expense
Other expenses
Total expenses
Loss on contributions receivable, net
Actuarial gain on annuity and
unitrust obligations
Total expenses and losses

2009-3582499

$

2020
Real Estate Management
Operations and General Fundraising
(In Thousands)

61,760 $
–
–
72
–
–
–
–
–
61,832
–

$

(207)
61,625 $

(875) $
1,622
622
1,257
353
1,259
2,007
146
–
6,391

– $
946
28
412
1,846
96
508
1,818
802
6,456

–

–

–
6,391 $

–
6,456 $

6,000 $
–
–
–
–
–
–
–
–
6,000
4,196
–
10,196 $

Total
66,885
2,568
650
1,741
2,199
1,355
2,515
1,964
802
80,679
4,196
(207)
84,668
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18. Functional Expenses (continued)
Program
Services
Contributions and allocations to
University of Louisville departments
Salaries
Utilities
General and administrative
Professional services
Repairs and maintenance
Depreciation and amortization
Interest expense
Other expenses
Total expenses
Loss on contributions receivable, net
Actuarial gain on annuity and
unitrust obligations
Total expenses and losses

$

2019
Real Estate Management
Operations and General Fundraising
(In Thousands)

55,674 $
–
–
78
–
–
–
–
–
55,752
–

$

(40)
55,712 $

2,265 $
1,949
865
2,067
611
1,749
2,553
416
–
12,475
–
–
12,475 $

– $
943
110
447
1,392
197
535
1,851
747
6,222
–
–
6,222 $

6,119 $
–
–
–
–
–
–
–
–
6,119
3,227
–
9,346 $

Total
64,058
2,892
975
2,592
2,003
1,946
3,088
2,267
747
80,568
3,227
(40)
83,755

19. Commitments and Contingencies
The Foundation is subject to claims and lawsuits that arise primarily in the ordinary course of its
activities. Management assesses the probable outcome of unresolved litigation and records
estimated settlements, if applicable. It is the opinion of management that the disposition or ultimate
resolution of such claims and lawsuits will not have a material effect on the consolidated financial
position, results of activities, and changes in net assets and cash flows of the Foundation.
20. Subsequent Events
The Foundation has evaluated and disclosed subsequent events through September 29, 2020,
which is the date the consolidated financial statements were made publicly available. No
recognized or non-recognized subsequent events were identified for recognition or disclosure on
the consolidated financial statements, other than those previously disclosed.
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RESOLUTIONS OF THE BOARD OF DIRECTORS OF THE
UNIVERSITY OF LOUISVILLE FOUNDATION, INC.
October 29, 2020
At a duly convened meeting of the Board of Directors (the “Board”) of the University of
Louisville Foundation, Inc., a Kentucky non-profit corporation (“ULF”), held on October 29,
2020, the Board adopted the following resolutions:
Dissolution of Nucleus Innovation Investment Fund, LLC
WHEREAS, ULF is the sole member of Nucleus Innovation Investment Fund, LLC, a
Delaware limited liability company (the “Fund”);
WHEREAS, the Board deem it advisable and in the best interest of ULF and the Fund
that the Fund be liquidated and dissolved in accordance with the laws of the State of Delaware.
RESOLVED, that the Board does hereby consent to, approve and authorize the
liquidation and dissolution of the Fund in accordance with the laws of the State of Delaware.
RESOLVED, that the officers of ULF be and hereby are each authorized, empowered
and directed, for and on behalf of ULF and in its name, to execute, deliver, file and record such
agreements, instruments, documents and certificates and to take or cause to be taken such other
and further action as they shall, in their reasonable discretion, deem necessary or appropriate in
order to effectuate the purposes of, and implement, the foregoing resolutions and all actions
heretofore taken by them in connection with the foregoing, are hereby ratified, confirmed,
adopted and approved.
Approval of Assignment Agreement
WHEREAS, (1) PNC CDE 28, LP, a Delaware limited partnership (“PNC CDE”), was
the sole legal and equitable owner and holder of (i) that certain Promissory Note A (PNC)
(Nucleus Innovation Center) dated as of September 12, 2013, in the amount of $3,518,000 (the
“Note A (PNC)”), and (ii) that certain Promissory Note B (PNC) (Nucleus Innovation Center)
dated as of September 12, 2013, in the amount of $1,482,000 (the “Note B (PNC),” and together
with the Note A (PNC), the “Notes (PNC)”), each made by The Nucleus Real Properties, Inc., a
Kentucky nonprofit corporation (“TNRP”), and (2) NNMF SUB-CDE XX, LLC, a California
limited liability company (“NNMF”), was the sole legal and equitable owner and holder of (i)
that certain Promissory Note A (NNMF) dated as of September 12, 2013, in the amount of
$10,886,000.00 (the “Note A (NNMF)”) and that certain Promissory Note B (NNMF) dated as
of September 12, 2013, in the amount of $3,964,000.00 (the “Note B (NNMF)” and, together
with the Note A (NNMF), the “Notes (NNMF)”), each made by TNRP;
WHEREAS, the Notes (PNC) and the Notes (NNMF) (collectively, the “Notes”) are
referred to and further described in that certain Loan Agreement dated as of September 12, 2013
(the “Loan Agreement”) by and among TNRP, as borrower, and PNC CDE and NNMF, as

lenders, and certain other ancillary documents each dated as of September 12, 2013 (collectively,
with the Notes, the “QLICI Loan Documents”);
WHEREAS, (1) the Fund and PNC CDE are parties to that certain Assignment of QLICI
Loan Documents dated September 16, 2020, pursuant to which PNC CDE assigned to the Fund,
its successors and assigns, all of PNC CDE’s right, title and interest in and to the QLICI Loan
Documents and (2) the Fund and NNMF are parties to that certain Assignment of QLICI Loan
Documents dated September 16, 2020, pursuant to which NNMF assigned to Assignor, its
successors and assigns, all of NNMF’s right, title and interest in and to the QLICI Loan
Documents; and
WHEREAS, in connection with the dissolution and winding up of the Fund, as approved
herein, the Fund and ULF desire to enter into that certain Assignment Agreement, substantially
in the form presented to the Board (the “Assignment Agreement”) which provides that the Fund
will transfer, assign, grant, convey and set over to ULF, its successors and assigns, all of the
right, title, interest and benefit of the Fund in and to the QLICI Loan Documents.
RESOLVED, that the Board hereby authorizes and approves the Assignment Agreement.
Approval of Bill of Sale, Assignment and Assumption Agreement and
WHEREAS, TNRP is the borrower under the Loan Agreement and made each of the
Notes, all of which will be held by ULF upon execution, delivery and performance of the
Assignment Agreement; and
WHEREAS, the Board of Directors of TNRP has authorized and approved the
liquidation and dissolution of TNRP in accordance with a plan of distribution that provides that
TNRP will transfer all of its assets, if any, and all of its remaining rights and obligations, if any,
under the QLICI Loan Documents, to ULF, pursuant to that certain Bill of Sale, Assignment and
Assumption Agreement, substantially in the form presented to the Board (the “Bill of Sale,
Assignment and Assumption Agreement”).
RESOLVED, that the Board hereby authorizes and approves the Bill of Sale,
Assignment and Assumption Agreement.
Acknowledgement of Note Cancellation
WHEREAS, by reason of being the successor to both the Fund and TNRP as provided
herein, upon execution, delivery and performance of the Assignment Agreement and the Bill of
Sale, Assignment and Assumption Agreement, ULF will hold the QLICI Loan Documents as
both the borrower and the lender under the Loan Agreement and as both the maker and the
payee under each of the Notes.
RESOLVED, that the Board hereby acknowledges that the rights and obligations set
forth in the QLICI Loan Documents are effectively cancelled by operation of law at such time as
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