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A REMARKABLE YEAR

TO WSU’'S GENEROUS DONORS

Dear Cougs and generous partners,

On behalf of the students, faculty, and staff of Washington State University, the WSU Foundation
wishes to thank all of our generous donors and volunteers for their investment and leadership
throughout Fiscal Year (FY) 2017.

During FY2017, which ended June 30, nearly 56,000 alumni, friends, and corporate partners contributed
more than $122 million dollars in private fundraising activity to support academic, research, and
service initiatives at WSU’s Pullman campus, and at campuses, extension and research centers across
the state. From providing scholarships for the charter class of medical students who just began their
journey at WSU's Elson S. Floyd College of Medicine this fall, to establishing the first endowed chair on
the WSU Vancouver campus, private support is fueling the learning, discovery, and innovation that will
benefit communities and industries across our state and beyond.

As we honor the accomplishments of the last fiscal year, we also look boldly forward to an ambitious
road ahead on which private support for our students, faculty, research and outreach will be more
critical than ever before. WSU is on course to join the ranks of the nation’s top 25 public research
universities—preeminent in research and discovery, teaching and engagement—by 2030. This
ambitious Drive to 25 will be successful, but the degree to which we succeed will depend in large part
on the collective generosity and investment of Cougar Nation.

To each loyal Coug who chose to invest in Washington State University during the last fiscal year—and
will in the years ahead—thank you for your unwavering support and advocacy to advance the land-
grant mission of Washington State University.

Go Cougs!

s st/

Lewis Lee '88
President, Washington State University Foundation
Chair, Board of Directors

Ml %Zwﬁ
Lisa Calvert

Vice President, University Advancement
Chief Executive Officer, Washington State University Foundation
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FISCAL YEAR 2017 OVERVIEW

The Washington State University Foundation received $93,965,334 in
private gifts, grants, and pledges to support Washington State University
during FY 2017. An additional $28,721,018 in revocable commitments and
other contributions were recorded by the WSU Foundation during this
period, bringing total fund-raising activity during FY2017 to $122,686,352.
The all-alumni gift participation rate was 11.9%.

TOTAL PRIVATE SUPPORT 2008-2017
FOR FISCAL YEARS ENDED JUNE 30
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Professor Zhong and her research team
are using soy-based protein to make
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TOTAL PRIVATE SUPPORT BY COLLEGE, CAMPUS, AND UNIT AREA, FY2017

GIFTS PRIVATE REVOCABLE OTHER TOTAL

COLLEGE/CAMPUS/UNIT TO DATE GRANTS COMMITMENTS CONTRIBUTIONS COMMITMENTS

CAHNRS/4-H EXTENSION 16,822,661 2507727 12,553,339 342,472 1,200 32,227,399
ARTS & SCIENCES 1,820,942 715,067 1,266,789 912,500 0 4,715,297
CARSON COLLEGE

v 1,377,817 703,537 9,410 139,000 1,200 2,230,964
MURROW COLLEGE/

racn 2,795,464 622,576 1,269,292 96,617 0 4,783,949
EDUCATION 612,967 50,096 28,899 2,150,000 0 2,841,961
VOILAND COLLEGE OF

ity 4,434,417 142,286 8,469,290 15,000 11,720,076 24,781,069
HONORS COLLEGE 220,327 11,411 0 0 0 331,738
FLOYD COLLEGE

OF MEDICINE 1,850,521 243176 1,603,777 2,194,724 56,377 5,948,576
NURSING 297,052 49,898 257,637 975,000 0 1,579,587
PHARMACY 811,979 231,913 591,409 320,000 0 1,955,300
VETERINARY MEDICINE 3,409,878 241,585 3,537,821 6,211,939 0 13,401,223
WSU SPOKANE 91,715 22,255 66,000 0 0 179,970
WSU TRI-CITIES 912,532 5,239 258,561 0 0 1,176,332
WSU VANCOUVER 938,156 2,417,562 632,850 0 0 3,988,568
COUGAR ATHLETICS 7628402 2,578,835 0 2,845,338 74,575 13,127,149
GRADUATE SCHOOL 387,430 312,650 0 0 0 700,080
INTERNATIONAL

PROGRAMS 13,860 2,001 219,492 15,000 0 250,443
LIBRARIES 204,856 15,391 0 0 0 220,247
MUSEUM OF ART 1,400,285 13,974 0 175,000 0 1,589,259
STUDENT AFFAIRS

% ENROLLMENT 2,816,765 157,499 149,242 475,000 0 3,598,506
CENER AL LER ST 2,540,475 209,297 308,961 0 0 3,058,732

SUPPORT
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INVESTMENT PERFORMANCE

For the period of July 1, 2016 to June 30, 2017, the Endowment portfolio produced a total return of
12.80%. Additions to the Endowment Fund for this fiscal year totaled $19,320,863. The Endowment
Fund distributed $18,973,004 in support of programs at Washington State University.

BENCHMARK RETURN COMPARISONS (As A PERCENTAGE)

WsSU FO ATION ENDOWMENT RETURNS
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GIFTS & OTHER ADDITIONS TO ENDOWMENT, FISCAL YEARS 2008-2017

40

ENDOWMENT ADDITIO

YEAR

2008 $18,648,129
$13,918,140
$14,728,094
$18,303,950
$10,247,807
$17,611,092

$19,174,488
$23,608,102
$35,134,725
$19,320,863

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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ENDOWMENT GROWTH

The WSU Foundation consolidates all endowed funds available for long-term

investment in its Endowment Fund, with the exception of funds restricted by law or by

special donor limitations. This fund is the investment pool for approximately 2,232

privately endowed funds supporting a wide variety of education, research, and service

programs at WSU. As a result of private giving, investment returns, and institutional
fund transfers, the market value of the WSU Foundation Endowment Fund increased
from $324 million in 2008 to just over $470 million as of June 30, 2017.

WSU FOUNDATION ENDOWMENT FUND 10-YEAR VALUE
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When it comes to Hospitality Business
Management (HBM) in the Carson
College of Business at WSU Vancouver,
the Tod and Maxine McClaskey
Foundation not only sustains a legacy,
but is the gift that keeps on giving.
Since 2008, the McClaskey Foundation
has donated more than $4 million to
WSU Vancouver, starting with a $1.5
million gift for the Child Development
Program, then funding much-needed
faculty to build the HBM program. Most
recently, in 2017, the McClaskey
Foundation gave $2 million to establish
the HBM program'’s first Endowed Chair
at WSU Vancouver. The gift honors the
late Tod McClaskey and his wife Maxine.
Tod made his mark in the hotel business
with the Thunderbird-Red Lion hotel
chain, the largest privately held hotel
chain west of the Mississippi until he
sold it in 1984. Jane Cote, Academic
Director at the Carson College in
Vancouver said, “This gift signals a
commitment to building an excellent
program that helps our faculty and
students engage with the industry.”
WSU Vancouver offers a bachelor’s
degree in HBM and is part of the
longstanding WSU Pullman’s School of
HBM, which ranks among the top five
percent of such programs nationwide.
Cote said, “The McClaskey Foundation
has been instrumental in our ability to
launch HBM on the Vancouver campus,
and now, the future of the hospitality
program is secured. Generations of
students can continue to develop the
professional and technical skills they
need for careers in the dynamic
hospitality industry.” m




INVESTMENT STRATEGY

The investment objectives of the WSU Foundation Endowment Fund reflect its
long-term nature.

Itis recognized that the desire to grow endowment gifts and to produce a large,
stable, and predictable payout stream involves tradeoffs that must be balanced in
establishing the investment and spending policies. Considerations that shape the
Fund'’s objectives are outlined here:

® Produce a relatively predictable and stable payout stream each year.
B Maintain purchasing power of the assets over the investment horizon.
m Balance the support of present and future generations of students and faculty.

In accordance with WSU Foundation bylaws, the WSU Foundation Investment
Committee is responsible for investments, reinvestments, and general management
of the endowment. The committee establishes policies for investing capital,
monitoring and reviewing investment performance, establishing appropriate
benchmarks, and managing the investments.

WSU FOUNDATION ENDOWMENT ACTUAL ASSET ALLOCATION

(AS OF JUNE 30, 2017)

As of June 30, 2017, the WSU Foundation Endowment assets totaled $470,188,368
and were allocated as shown here.

INTERNATIONAL EQUITY ---I
19%

U.S. EQUITY

ABSOLUTE RETURN EQUITY

PRIVATE EQUITY  16%

FIXED INCOME & CASH  10%

ENDOWMENT MANAGEMENT AND FEES

In accordance with WSU Foundation bylaws, the WSU Foundation Endowment Fund is managed by the Investment Committee, a
sub-committee of the WSU Foundation Board of Governors. The Investment Committee is responsible for investments, reinvestments,
and general management of the Endowment. The committee establishes policies for investing capital, monitoring and reviewing
investment performance, establishing appropriate benchmarks, and managing the investments to maximize the Endowment’s financial
potential while minimizing risk. Mercer Investment Consulting, Inc. serves as the Foundation’s investment consultant.

Each year, the WSU Foundation distributes 4.0 percent of the endowed fund's 36-month rolling average to benefit WSU as designated in
the Gift Use Agreement. Additionally, a 1.5 percent management and advancement fee is charged to the distribution fee charged to a
thirty-six month average from the endowment. There are other costs associated with the Endowment, such as investment management
fees, custodial costs, and consulting expenses. Investment growth beyond the University distribution and the advancement and
management fees grows the value of the fund.

For more information about the WSU Foundation Endowment Fund or its distribution fee structure, please call 800-448-2978.

As a child, Phil Uribe’s hero was world-
renowned marine biologist Jacques
Cousteau, and that admiration appears
to have had an impact on his research.
Phil, a Ph.D. candidate in integrative
physiology and neuroscience at WSU
Vancouver, studies zebrafish hair cells
to learn more about hearing loss in
humans. Across the globe, 360 million
people have disabling hearing loss. And
while excessive noise can kill hair cells
in the ear and cause permanent hearing
loss, by studying the death of the hair
cells in fish and humans, Phil is working
to discover ways to keep those cells
alive. He is a graduate research
assistant who collaborates with fellow
researchers in Professor Allison Coffin’s
Lab and mentors undergraduate
students—something he really enjoys.
Phil’'s accomplishments are many: he
received the Excellence in Research and
Robert Ernst Award, the Dr. H.A. “Hal”
and Joan Dengerink Endowed
Fellowship, and the Poncin Fellowship,
which helps ambitious young people
who conduct medical research in
Washington state. A strong advocate
for scientists who hone their
communication skills, Phil won the WSU
3-Minute-Thesis contest in 2016. m




WSU FOUNDATION

ABOUT THE WSU FOUNDATION

The mission of the Washington State University Foundation is to promote, accept, and
maximize private support for programs, initiatives, and properties of Washington State
University and all of its campuses. The WSU Foundation also prudently manages, invests, and
stewards the assets entrusted to it by WSU and its alumni, friends, and donors.

Established in 1979, the WSU Foundation was created not as an object of philanthropy itself,
rather as the preferred mechanism through which private support is raised and managed for
the sole benefit of Washington State University. Private gifts and grants to the WSU
Foundation are designated to the WSU college, program, or fund of the donor’s choosing.
Contributions can be made by contacting the WSU Foundation Office at 800-448-2978 or by
making a gift online.

Town Centre Building, 3™ Floor
255 E. Main Street, Suite 301
PO Box 649125

Pullman, WA 99164-1925

Phone: 509-335-6686,
or 800-GIV-2-WSU (448-2978)

Fax: 509-335-4788

Email: foundation@wsu.edu
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GOVERNANCE

WSU FOUNDATION VOLUNTEERS

Established with the creation of the Washington State University Foundation in 1979, the Trustees serve
as the Foundation’s volunteer membership. By volunteering their time to serve on Foundation

committees and to build relationships with prospective donors, the members of the Trustees serve a

critical fund-raising role in support of the Foundation and the University. The Board of Directors of the

Trustees serves as the governing board for the WSU Foundation. The Board of Directors has fiduciary

responsibility for the general business and affairs of the WSU Foundation, including oversight of the
Foundation'’s property, assets, and policies.

EXECUTIVE OFFICERS

Lewis Lee ‘88

President, WSU Foundation
Co-Founder & Partner

Lee and Hayes PLLC
Spokane, WA

K. Duane Brelsford ‘81

Vice President, WSU Foundation
President & CEO

Corporate Pointe Developers
Pullman, WA

Vicki Gordon

Secretary, WSU Foundation
Owner

Gordon Brothers Cellars, Inc.
Pasco, WA

Doug Grim ‘67

Member at large, WSU Foundation
Executive Committee

Attorney/Partner

Brownstein, Rask, Sweeney, Kerr, Grim

Portland, OR

Linda Nihoul ‘71
Treasurer, WSU Foundation
Certified Financial Planner
AGP Wealth Advisors
Spokane, WA

BOARD OF DIRECTORS

Joan Berry ‘72

High School Counselor (Retired)
Puyallup School District
Graham, WA

Lisa Calvert (EO)

Vice President for Advancement &
CEO WSU Foundation

Pullman, WA

Scott Carson ‘72 (EO)
WSU Regent Representative
Federal Way, WA

Elizabeth A. Cowles
Chairman

Cowles Publishing Company
Spokane, WA

Jack Creighton (EO)
Strategic Director
Madrona Venture Group
Seattle, WA

Bob Crist ‘89

Owner

Crist Marketing & Consulting
University Place, WA

Larry Culver ‘64

Chairman & Chief Executive Officer
(Retired)

InnVentures, Inc.

Shari L. Freidenrich '82
Treasurer-Tax Collector
County of Orange
Huntington Beach, CA

Mike Hambelton 71

Vice President

Columbia Marketing International
Wenatchee, WA

Laurie Johnson ‘78
Seattle, WA

Lisa King ‘08
Snoqualmie, WA

Mike King ‘06
WSUAA President
Seattle, WA

David McGoldrick ‘65
Attorney/Partner
Morton McGoldrick
Anderson Island, WA

John C. Mingé ‘83
Chairman and President
BP America, Inc.
Anchorage, AK

Larry B. Ogg ‘67

President

Tod and Maxine McClaskey Foundation
Portland, OR

Glenn Osterhout ‘82
Cetera Advisory Network
Bellevue, WA

Molly Philopant ‘76
Olympia, WA

Gary Schneidmiller ‘71

Owner

Coldwell Banker Schneidmiller Realty
Coeur d'Alene, ID

Kirk H. Schulz, Ph.D. (EO)
President

Washington State University
Pullman, WA

Jack Thompson ‘78
Cherry Creek Mortgage
Seattle, WA

Eugene ). Voiland ‘69
Principal

Voiland Enterprises, LLC
Bakersfield, CA




TRUSTEES

Wayne M. Allert ‘76
Douglas C. Allred ‘73

Leon Alzola ‘91

Bruce Amundsen ‘75
Christopher Anderson ‘84
Craig Angelo ‘73

Wayne L. Asmussen ‘86
Don Barbieri (EO)
Theodor P. Baseler ‘76 (EO)
Melinda D. Beasley ‘68
Mike Bernard 79

Dan Bernardo PhD ‘85 (EO)
David E. Bielski ‘70

Bryan E. Bloodworth ‘95
CheriBrennan 72
Gordon D. Bryson ‘75

Leo Bustad '68

John P. Byrne ‘81

T. Michael Cappetto ‘85
Jim Carey'78

Bradley . Carlson 74
Geraldine Carlson 77
Scott E. Carson ‘72 (EO)
Ken Christianson ‘74
Charlene Clark

Ron Claudon ‘82

Philip D. Cleveland MD ‘56

Stanley B. Coe DVM ‘57
Bruce G. Cramer ‘92
Robert Davis 77

Mac M. Dillsi ‘57
Jacquelyne A. Doane ‘72
Rick L. Doane ‘71
Donna). Donati

T. Ryan Durkan 78 (EO)
Darren P. Eastman ‘02
Chuck Eggert'71
Richard Ellingson ‘75
Marlene A. Fallquist ‘67
Robert F. Felton ‘67

S. Peter Forsyth ‘73

Kyle A. Frandle DVM ‘74
Clive M. D. Freidenrich ‘78
Norma C. Fuentes ‘01
Dave Gellatly ‘69

Amy F. Giustino '95
Jeffrey). Gordon 71
William G. Gottschalk ‘82
Bill Graber '65

Cassa Hanon ‘83

G. Thomas Hargrove '63
Nancy Harnasch ‘71
Arnold R. Hedeen '78

Theodore G. Herzog ‘84

WSU FOUNDATION OFFICERS

Bradford G. Jackson ‘85
Roger M. Johnson ‘67

D. Michael Jones ‘64
Dennis B. Jones ‘64
Gary M. Kirk ‘83

David R. Knowles PhD '69
Ann Liberato ‘80

June E. Lighty

Brian Lockett ‘01

Mark S. Malbon CPA 77
Scott Maloney '02
Christopher J. Marker '64
Linda Marler

Reed McCurry ‘70
Richard W. McKinney '73
Barbara Mendelson

Joe Mendelson

Janis M. Mercker MD ‘70
Gina Meyers '85
Richard J. Mitchell ‘72
Michael J. Morgan ‘83
George L. Murdock ‘64
Kraig R. Naasz '83

Gay Nelson ‘09

John'S. Oftebro ‘65
Caron K. Ogg ‘68

James M. Oliver ‘70

Lloyd A. Osborn ‘59
Sheryl Ossello ‘93
James . Oster ‘81
Donald G. Parachini’56
Mark C. Paxton DDS ‘76
Don Pelo ‘81

Lura]. Powell (EO)

Tom Prengruber ‘74

Liz Pritchard ‘80

Gregory S. Rankich ‘94

R. Stephen Rasmussen EdD ‘73

V. Lane Rawlins PhD

Heather Redmon (EO)

Herbert M. Richards Ill DVM ‘84

Judy Rogers ‘74

Tony Rojas ‘85

Sandra K. Saffell ‘67
Carrie S. Sakaino PhD ‘85
Krik H. Schulz Ph.D. (EO)
Jerry Schwartz

Ronald Sims (EO)
Beverly Smith ‘58
Samuel H. Smith PhD
William W. Spencer ‘75
Heidi B. Stanley ‘79
Ronald P. Stanley ‘78

William Stauffacher 89

Mark A. Suwyn PhD '67
Patricia L. Suwyn ‘67
Claudia Swenson

John Swenson ‘68

Gary A. Teague '82
Mikal Thompsen 79
Lisa Thompson ‘84
Robert L. Tobeck ‘94
Michael C. Tompkins ‘85
Bruce A. Ver Burg ‘86
Patricia E. Ward ‘67
Isaac ). Wells ‘07

Colin A. White ‘03

Paul W. Wiggum ‘77
Peggy A. Wiggum 78
Robert M. Williams ‘79
Barbara A. Wilson

D.J. Wilson ‘74

Gerald A. Winkler 72
Gregory M. Witter ‘84
Stephen Woodard DDS ‘83
Michael C. Worthy ‘77 (EO)
Mark H. Wuotila ‘69
Steve Wymer ‘01

Ronald A. Wysaske '74

Gil Picciotto

Executive Associate Vice President, University Development
Foundation Operations & Principal Gifts

Washington State University Foundation

Lisa D. Calvert

Vice President, University Advancement
Chief Executive Officer

Washington State University Foundation

Alex Pietsch

Associate Vice President
Corporate Relations
Washington State University

Mike Connell

Senior Associate Vice President, University Development
Individual Giving Programs

Washington State University Foundation

Trevor J. Durham

Associate Vice President, University Development
Marketing & Communications

Washington State University Foundation

Juan Zavala

Associate Vice President, University Development
Technology & Advancement Records

Washington State University Foundation

Kim A. Holapa

Associate Vice President, University Development
Stewardship, Events, & Board Relations

Washington State University Foundation
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KPMG LLP

Suite 2900

1918 Eighth Avenue
Seattle, WA 98101

Independent Auditors’ Report

The Board of Directors
Washington State University Foundation:

We have audited the accompanying consolidated financial statements of the Washington State University
Foundation (a nonprofit corporation) (the Foundation), which comprise the consolidated statements of financial
position as of June 30, 2017 and 2016, and the related consolidated statements of activities and cash flows for
the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the Washington State University Foundation as of June 30, 2017 and 2016, and the

results of the changes in its net assets and its cash flows for the years then ended, in accordance with
U.S. generally accepted accounting principles.

Emphasis of Matter

As discussed in note 1(r) to the consolidated financial statements, on July 1, 2016, the Foundation adopted
Accounting Standards Update (ASU) No. 2016-14, Presentation of Financial Statements of Not-for-Profit
Entities, requiring a change in the presentation of net assets and enhanced financial statement disclosures. Our
opinion is not modified with respect to this matter.



Other Matter

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying supplementary information, presented on pages 31 and 32, is presented for
purposes of additional analysis and is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated, in all material
respects, in relation to the consolidated financial statements as a whole.

KPMe P

Seattle, Washington
November 2, 2017



WASHINGTON STATE UNIVERSITY FOUNDATION

(A Nonprofit Corporation)

Consolidated Statements of Financial Position

June 30, 2017 and 2016

Assets

Cash and cash equivalents

Due from Washington State University

Other receivables

Pledges receivable, net

Endowment investment securities (including assets held for
Washington State University of $0 and $13,427,968, respectively)

Notes receivable, net

Furniture, fixtures, and equipment (net of accumulated depreciation
of $1,592,814 and $1,502,1086, respectively)

Land, Cougar Property Holdings

Land and real estate

Assets held in charitable trusts

Contributions receivable from charitable trusts

Beneficial interest in perpetual trusts

Total assets
Liabilities
Accounts payable and accrued liabilities
Annuities payable

Remainder interest payable
Assets held for Washington State University

Total liabilities
Net Assets

Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See accompanying notes to consolidated financial statements.

$

2017 2016
314,088 333,665
3,548,668 3,286,647
3,096,916 891,347
38,584,903 36,087,529
407,062,978 379,368,772
564,755 593,786
151,318 242,027
35,000 35,000
1,502,500 1,578,250
32,129,310 32,669,629
7,154,472 6,215,049
31,806,751 30,051,856
525,951,639 491,353,557
1,298,739 826,590
13,747,985 14,728,565
1,819,704 1,665,540
— 13,427,968
16,866,428 30,748,663
3,522,389 3,727,223
505,562,822 456,877,671
509,085,211 460,604,894
525,951,639 481,353,557




WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Consolidated Statements of Activities

Year ended June 30, 2017

Revenue and support:

Contributions

Investment return, net of expenses

Management and advancement fees

Change in value of split-interest agreements

Support provided by Washington State
University

Other income

Total revenue and support
Net assets released from restrictions

Expenses:
Support provided to/for Washington State
University:

Restricted distributions
Endowment income distributions
Endowment administration fees

Fundraising

General and administrative expenses

Total expenses
Change in net assets
Net assets — beginning of year
Net assets — end of year

$

2017
Without donor With donor
restrictions restrictions Total
490 57,838,525 57,839,015
(49,133) 52,548,747 52,499,614
6,363,221 —_ 6,363,221
— (3,520,807) (3,520,807)
4,520,680 — 4,520,680
241,822 547,904 789,726
11,077,080 107,414,369 118,491,449
58,729,218 (58,729,218) —
37,418,751 —_ 37,418,751
15,713,238 —_ 15,713,238
5,405,309 —_ 5,405,309
7,068,105 —_ 7,068,105
4,405,729 — 4,405,729
70,011,132 —_ 70,011,132
(204,834) 48,685,151 48,480,317
3,727,223 456,877,671 460,604,894
3,522,389 505,562,822 509,085,211

See accompanying notes to consolidated financial statements.



WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Consolidated Statements of Activities

Year ended June 30, 2016

Revenue and support:
Contributions
Investment return, net of expenses
Management and advancement fees
Change in value of split-interest agreements
Support provided by Washington State

University

Other income

Total revenue and support
Net assets released from restrictions

Expenses:
Support provided to/for Washington State
University:

Restricted distributions
Endowment income distributions
Endowment administration fees

Fundraising

General and administrative expenses

Total expenses
Change in net assets
Net assets — beginning of year

Net assets — end of year

$

2016
Without donor With donor
restrictions restrictions Total
3,679 50,465,745 50,469,424
(46,272) (4,613,256) (4,659,528)
6,549,270 —_ 6,549,270
— (2,636,821) (2,636,821)
4,645,265 — 4,645,265
219,862 2,726,068 2,945,930
11,371,804 45,941,736 57,313,540
59,152,184 (59,152,184) —
38,375,513 —_— 38,375,513
15,576,023 — 15,576,023
5,074,825 — 5,074,825
6,918,452 — 6,918,452
3,579,400 — 3,579,400
69,524,213 — 69,524,213
999,775 (13,210,448) (12,210,673)
2,727,448 470,088,119 472,815,567
3,727,223 456,877,671 460,604,894

See accompanying notes to consolidated financial statements.



WASHINGTON STATE UNIVERSITY FOUNDATION

(A Nonprofit Corporation)
Consolidated Statements of Cash Flows
Years ended June 30, 2017 and 2016

2017 2016
Cash flows from operating activities:
Change in net assets $ 48,480,317 (12,210,673)
Adjustments to reconcile change in net assets to net cash used
in operating activities:
Depreciation 90,708 92,914
Net realized and unrealized (gains) losses on investments (49,466,532) 7,840,724
Decrease in value of split-interest agreements 3,520,807 2,636,821
Contributions and income restricted for investments in
endowments and trusts (13,380,660) (33,800,911)
Changes in assets and liabilities:
Due from Washington State University (262,021) (1,144,345)
Other receivables (2,205,569) 16,377,830
Pledges receivable (2,497,374) 8,596,539
Contribution receivable from charitable trusts 22,495 22,495
Accounts payable and accrued liabilities 543,762 18,310
Assets held on behalf of other organizations — (290,389)
Assets held for Washington State University — (1,633,247)
Net cash used in operating activities (15,154,067) (13,393,932)
Cash flows from investing activities:
Purchases of investments (118,362,701) (143,852,742)
Sales of investments 120,011,730 122,547,179
Purchase of property and equipment — (26,415)
Proceeds from sale of land 75,750 610,000
Proceeds from principal payments on notes receivable 29,031 27,720
Net cash provided by (used in) investing activities 1,753,810 (20,694,258)
Cash flows from financing activity:
Contributions and income restricted for investments in
endowments and trusts 13,380,660 33,800,911
Net decrease in cash and cash equivalents (19,597) (287,279)
Cash and cash equivalents — beginning of year 333,665 620,944
Cash and cash equivalents — end of year $ 314,068 333,665

See accompanying notes to consolidated financial statements.



WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

(1) Summary of Significant Accounting Policies

(a)

(b)

(c)

Nature of Operations

Washington State University Foundation (the Foundation) was established on May 24, 1979, as an
organization with a purpose of raising funds, administering and investing funds, and providing support
and assistance for scientific, literary, and educational pursuits on behalf of Washington State University
(the University or WSU), which is located in Pullman, Washington.

The University provides the Foundation with professional and staff services and supplemental funding
support for the constituency-based development programs and operations of the Foundation, at levels
reflected in the approved operating budget of the Foundation. The University also provides accounting,
banking, data processing and general administrative support services, and makes available office
machines and supplies to assist the Foundation in fulfilling its duties.

The Foundation is a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code.

Consolidated Statements

Cougar Property Holdings (CPH), a Washington nonprofit corporation, organized during the year ended
June 30, 2000, was formed for the purpose of maximizing, promoting, and executing programs and
initiatives for the sole benefit of the Foundation. CPH'’s endeavors include acquiring, developing, and
managing real and personal property along with, the formation of strategic partnerships to benefit the
Foundation. Because the Foundation is the single member of CPH, its financial statements have been
included in the accompanying consolidated statements. All significant inter-entity transactions have
been eliminated.

In June 2017, Cougar Property Holdings entered into a joint venture agreement with INTO USA, LLC to
create INTO Washington State University, LLC. INTO Washington State University develops academic
pathway programs for international students to improve their English language comprehension while
preparing them to be successful degree-seeking student at WSU or any other higher education
organization. There were no accounting transactions during the year ended June 30, 2017.

Net Assets

The financial statements report net assets and changes in net assets in two classes that are based
upon the existence or absence of restrictions on use that are placed by its donors, as follows:

(i)  Without Donor Restrictions

Net assets without donor restrictions represent resources which are not subject to donor-
restrictions and over which the trustees of the Foundation retain control to use the funds in order to
achieve the Foundation’s purpose.

(ii) With Donor Restrictions

Net assets with donor restrictions represent resources subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that are restricted by the donor
for a particular purpose and that will be met by the passage of time or other events specified by the
donor.
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

Other donor-imposed restrictions are to maintain resources in perpetuity. This consists
predominantly of endowment funds and charitable trusts. Donor-restricted endowment funds
represent funds that are subject to restrictions of gift instruments requiring that the principal be
invested in perpetuity. Also included are trust funds that represent donor contributions of
irrevocable trusts and other instruments wherein the Foundation has a remainder interest in the
trust assets upon the death of the last surviving income beneficiary.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of revenues and expenses during the reporting period and reported
amounts of assets and liabilities at the date of the financial statements. On an ongoing basis, the
Foundation's management evaluates the estimates and assumptions based upon historical experience
and various other factors and circumstances. The Foundation's management believes that the
estimates and assumptions are reasonable in the circumstances; however, the actual results could
differ from those estimates.

Cash and Cash Equivalents

For purposes of the consolidated statements of cash flows, the Foundation considers short-term cash
investments and highly liquid debt instruments, if any, purchased with an original maturity of
three months or less, to be cash equivalents.

At various times throughout the year, the cash balance exceeded federally insured limits of the
individual financial institution. A possible loss exists for amounts in excess of insured limits.

Pledges Receivable

Unconditional pledges receivable, less an allowance for uncollectible accounts and the discount to
present value, are recognized as revenue in the period received. Conditional pledges receivable, if any,
are recognized when the conditions on which they depend are substantially met.

Endowment Investment Securities
Investment securities are stated at fair value. External and direct internal investment expenses are
classified within the statements of activities net of investment return.

Financial Accounting Standards Board (FASB) guidance requires additional disclosures about
endowments (both donor-restricted funds and board-designated funds) for all organizations. The
Foundation has disclosed endowment balances and activity in accordance with this provision. See
note 3, Endowment Investment Securities, for the disclosures.
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

(h) Furniture, Fixtures, and Equipment

(i)

@

Purchased furniture, fixtures, and equipment are reported at cost. An asset is capitalized if it has a cost
of $5,000 or more and a useful life when acquired of more than one year. Routine maintenance and
repairs are expensed as incurred. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets, as follows:

Computer hardware and software 5 years

Furniture and fixtures 10 years

Building components 15 years
Land and Real Estate

Land and real estate represent gifts of land and real estate to the Foundation. Land and real estate are
recorded at appraised value at the time of the gift. Life estate gifts are recorded at the appraised value
at the time of the gift and discounted for the present value of future rental income generated by the

property.

Assets Held in Charitable Trusts, Annuities Payable, and Remainder Interest Payable

The Foundation has entered into various trust agreements to receive assets, which are gifts of future
interest to the Foundation and the University. These trusts are separate legal entities. The Foundation
is the trustee for trusts where the Foundation is either the sole beneficiary or where the Foundation
shares the remainder interest with another organization. When the Foundation shares the remainder
interest with another organization, the Foundation also records a liability for the remainder interest. The
annuity payable, and remainder interest payable are computed based on actuarial assumptions that
include the estimated beneficiaries’ life expectancy and current interest rates. These trusts typically
have been set up in accordance with federal tax laws to gain certain advantages for the donor. Trust
agreements are mainly of four types: unitrusts, pooled income funds, lead trusts, and annuities.

Unitrusts and pooled income funds provide for distribution of annual earnings at a predetermined rate
to the donor or designated beneficiary for either a specified term or the life of the donor. At the end of
the term or death of the donor, the remaining assets in the unitrust or pooled income fund account are
transferred to the without donor restriction fund unless otherwise designated.

Lead trusts provide for distribution of annual earnings at a predetermined rate to the Foundation for a
specified term. At the end of the term, the principal amount in the lead trust is distributed back to the
donor unless otherwise designated. Revenue is recognized for these irrevocable trusts upon entering
into the agreement and receiving the trust assets.

Annuity trusts provide predetermined distributions to the donor. At the end of the term or death of the
donor, the remaining assets in the annuity trust account are transferred to the fund designated by the
donor. Trust assets are presented at fair market value, and an annuity payable is presented for the
remainderman interest.
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

Contributions Receivable from Charitable Trusts

Charitable Trusts held outside the Foundation are trusts established and administered by a trustee
bank or donor. They function in a manner similar to the ones held by the Foundation with periodic
distributions and a remainder interest upon termination to the Foundation. These trusts are donor
restricted with all proceeds being used as directed by the donor in the gift agreement. The value of the
trusts are adjusted annually for the change in estimated fair value.

Beneficial Interest in Perpetual Trusts

The Foundation is the irrevocable beneficiary of perpetual charitable trusts held by various trustee
banks and organizations. The beneficial interest in the trust is reported at fair value, which is the
estimated fair value of the underlying trust assets. Distributions of income from the trust assets are
restricted for use in accordance with the donors’ wishes. The value of the beneficial interest in
perpetual trusts is adjusted annually for the change in its estimated value. Those changes are reported
as increases in net assets with donor restrictions because the trust assets will never be distributed to
the Foundation. The Foundation is not the trustee of these assets.

(m) Assets Held for Washington State University

(n)

Assets held for Washington State University result from University-related (501)(c)(3) entities investing
endowed gifts and expendable gifts totaling $100,000 or more within the Foundation’s consolidated
endowment. The units may withdraw funds acting as endowments in full or in $50,000 increments upon
six months’ notice. The related assets are included in endowment investment securities.

The University’'s endowment funds are not recorded on the Foundation's financial statements as they
are not an agent nor a principal in these endowments. During fiscal year 2017, the Foundation
amended its Memorandum of Understanding with the University to allow similar treatment for the
University and its related 501(c)(3) entities such as, the Alumni Association. With this change, starting
in fiscal year 2017, all University endowments and University-related 501(c)(3) entity endowments are
not included in endowment investment securities and instead are disclosed in note 3.

Contributions and Revenue Recognition

The Foundation processes and records all private gifts to both the University and the Foundation. This
includes all direct and indirect contributions to the University including all colleges, departments, and
programs. Contributions, including unconditional promises to give, are recognized when received.
Amounts received and unconditional promises that are restricted by the donor are reported as funds
with donor restrictions. All other contributions are recorded as without donor restrictions. Conditional
promises are not recognized until they become unconditional, that is, until all conditions on which they
depend are substantially met. Gifts to acquire long lived assets are initially reported as donor-restricted
support and are released from restrictions when the asset is acquired and placed into service, if
applicable.

The Foundation is the named beneficiary of various estates in probate and trusts administered by other
institutions and organizations. The Foundation recognizes income from these bequests and trusts
when ownership is legally established and the proceeds are measurable. Recognition of trusts and
bequests may be delayed if the Foundation was unaware of the donors’ intentions.
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

(o) Valuation of Long-Lived Assets

(P

(q)

The Foundation, using its best estimates based on reasonable and supportable assumptions and
projections, reviews assets for impairment whenever events or changes in circumstances have
indicated that the carrying amount of its assets might not be recoverable. Impaired assets are reported
at the lower of cost or fair value.

Financial Instruments

The following methods and assumptions were used by the Foundation in estimating the fair value of its
financial instruments:

Cash and cash equivalents — The carrying amount reported in the consolidated statements of financial
position for cash and cash equivalents approximates its fair value.

Endowment investment securities and assets held in charitable trusts — Fair values for endowment and
trust investments are based on quoted market prices, if available. The endowment also invests in
alternative investments, which are not readily marketable, therefore, net asset value (NAV) per share is
used as a practical expedient to estimate fair value. Land held in trust is valued at fair market value at
the date of the gift.

Beneficial interest in perpetual trusts — The beneficial interest in perpetual trusts is reported at fair
value, which is estimated as the fair value of the underlying assets of the trusts. Because there are no
observable market transactions for assets similar to the beneficial interest in the trusts and because the
trusts cannot be redeemed, the valuation technique used by the Foundation is a level three fair value
measure.

Federal Income Taxes

The Foundation and its wholly owned subsidiary Cougar Property Holdings have been recognized by
the Internal Revenue Service as exempt from federal income taxes under Section 501(a) of the Internal
Revenue Code as organizations described in Section 501(c)(3) of the Internal Revenue Code.
Unrelated business income is considered taxable income. Donations to the Foundation are generally
tax deductible. The Foundation and its subsidiary neither have unrecognized tax benefits that would
have required an adjustment to net assets, nor unrecognized tax benefits at June 30, 2017 and 2016.
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

(r) Implementation of New Accounting Standard

The Foundation has early adopted Accounting Standards Update (ASU) 2016-14, Presentation of
Financial Statements of Not-for-Profit Entities, for its fiscal year ended June 30, 2017. As a result of this
ASU, the Foundation now presents two classes of net assets in its financial statements, instead of
three: net assets with donor restrictions and net assets without donor restrictions. The new standard
also required the presentation of underwater endowment funds to be moved to net assets with donor
restrictions. The impact of this change on net assets can be seen in the following table:

2016 2015
Unrestricted net assets at June 30, as previously reported 3 (5,283,588) 1,216,818
Underwater endowment funds 9,010,811 1,510,630
Net assets without donor restrictions :
at June 30, as restated $ 3,727,223 2,727,448
Temporarily restricted net assets at June 30,
as previously reported $ 46,565,795 67,112,929
Permanently restricted net assets at June 30,
as previously reported 419,322,687 404,485,820
Total restricted net assets at June 30,
as previously reported 465,888,482 471,598,749
Underwater endowment funds (9,010,811) (1,510,630)
Net assets with donor restrictions
at June 30, as restated $ 456,877,671 470,088,119

The ASU also required the following enhanced disclosures that pertain to the Foundation: the
composition of net assets with donor restrictions at the end of the period focusing on how and when the
resources can be used rather than a bright-line distinction between temporary and permanent
restrictions; qualitative information on how the Foundation manages its liquid resources; quantitative
and gualitative information on the availability of the Foundation's financial assets at the date of the
statement of financial position; amounts of expenses by both their natural classification and functional
classification; methods used to allocate costs among program and support functions; policies and
expanded information on underwater endowments and net reporting of investment return.

As a result of these changes, certain amounts in the 2016 financial statements were restated to
conform with current year presentation. Investment income and Gain (loss) on investments were
combined into one financial statement line item called Investment return, net of expenses, and within
this caption $9,010,811 of underwater endowment funds were moved from without donor restrictions to
with donor restrictions. Additionally, Investment return, net of expenses, was decreased by $46,907,
Fundraising was increased by $91,098, and General and administrative expense was decreased by
$138,005.
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

(2) Pledges Receivable
Year ended June 30

2017 2016
Pledges receivable $ 42,304,782 38,250,248
Less allowance for uncollectible pledges (1,682,191) (1,530,010)
Total 40,612,591 36,720,238
Less present value discount (2,027,688) (632,709)
| Total $ 38,584,903 36,087,529

Year ended June 30

2017 2016
Amount expected in:
One year or less $ 1,147,016 441,209
One to five years 33,373,824 33,360,833
Ower five years 7,783,942 4,448,206
Total $ 42,304,782 38,250,248

Unconditional pledges receivable that are expected to be collected in future years are recorded at the
present value of their estimated future cash flows. The discounts on those accounts are computed using
the five-year and three-year interest rates applicable to the years in which the promises are received. The
rate for the year ended June 30, 2017 was 1.77% and prior years ranged from 0.39% to 5.00%.
Amortization of the discounts is included in contribution revenue.

Conditional pledges receivable are not recorded until the conditions are substantially met. Conditional
pledges receivable were $4,575,000 as of June 30, 2017, with $1,575,000 of the promises conditioned on
approval of building projects and $3,000,000 conditioned on meeting program initiatives and milestones. As
of June 30, 2016, conditional pledges receivable were $13,529,413 with $9,529,413 of the promises
conditioned on approval of building projects and $4,000,000 conditioned on meeting program initiatives and
milestones.

Management has calculated the allowance for uncollectible pledges using past experience as a basis for
the percentage of pledges that will not be collected.

(3) Endowment Investment Securities

The Foundation's endowment consists of approximately 2,232 individual funds, established for a variety of
purposes, which are jointly managed with the University’'s endowments. Of the total value of the
investments managed, the Foundation’s endowment funds represent 86.54% and 90.21% of that total at
June 30, 2017 and 2016, respectively. The remainder of the pool comprises the University’s true
endowments and the University’s funds functioning as endowments (quasi-endowments) which are not
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

recorded in the Foundation’s financial statements. As required by accounting principles generally accepted
in the United States of America (GAAP), net assets associated with endowment funds, including
quasi-funds that function as endowments, are classified and reported based on the existence or absence of
donor-imposed restrictions. There are no board designated endowments.

In 2017, management adjusted the 2016 presentation of footnote 3(f) and 3(g) to properly show the net
assets of the endowment. Adjustments were made to remove the impact of the endowment investment
securities the Foundation held for the Washington State University Alumni Association, which totaled
$13,427,968 and $15,061,215 as of June 30, 2016 and 2015, respectively.

(a)

(b)

Interpretation of Relevant Law

The Board of Directors of the Foundation, on the advice of legal counsel and the Foundation’s
Investment Committee, has interpreted Washington State’s Uniform Prudent Management of
Institutional Funds Act (WA-UPMIFA) as requiring the prudent management of donor-restricted gifts
based on the spending and other investment policies of the organization, absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Foundation classified the following
amounts as net assets with donor restrictions in the accompanying consolidated financial statements:
e The fair value of the gifts donated to the donor-restricted endowment

e Accumulations to the endowment made in accordance with the direction of the applicable donor gift
instrument or statute at the time the accumulation is added to the fund

e The remaining portion of the donor-restricted endowment funds that is not required to be held in
perpetuity consisting of accumulated investment gains and losses which are included in net assets
with donor restrictions until those amounts are appropriated to WSU in a manner consistent with
the donors’ stipulations.

In accordance with WA-UPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

e The duration and preservation of the fund

e The purposes of the organization and the donor-restricted endowment fund

e The fund’s special relationship or value to the Foundation's and WSU’s mission

e General economic conditions

o The possible effect of inflation and deflation

o The expected total return from income and the appreciation of investments

o Other resources of the Foundation

e The investment policies of the Foundation

Underwater Endowment Funds

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that either the donor or WA-UPMIFA requires the Foundation to retain as a
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WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

fund of perpetual duration. Deficiencies of this nature are classified in net assets with donor restrictions.
Deficiencies of this nature totaled $1,613,704 and $9,010,811 at June 30, 2017 and 2016, respectively,
and are included in the accumulated investment gains (loss) in the tables below.

These deficiencies resulted from unfavorable market fluctuations that occurred shortly after the
investment of new donor-restricted contributions and continued appropriation for certain programs.
These appropriations were made under the terms of the gift use agreement executed between the
donor and the Foundation or in accordance with the Board of Director's prudent interpretation of
WA-UPMIFA. The Board allows for continued appropriations to sustain programs with a moratorium on
distributions if an endowment’s market value is 30% or more below contributions to the fund. Continued
appropriation by the Board was deemed prudent during the year ended June 30, 2017.

Year ended June 30, 2017

Without
donor
restrictions With donor restrictions _
Total funds
Accumulated as of
Original gift gains/(losses) Total June 30,2017

Donor-restricted funds:
Underwater funds $ — 54,945,146 (1,613,704) 53,331,442 53,331,442
Other funds —_— 309,024,419 44 707,117 353,731,536 353,731,536

Total endowment
funds $ — 363,969,565 43,093,413 407,062,978 407,062,978
Year ended June 30, 2016
Without
donor
restrictions With donor restrictions
Total funds
Accumulated as of
Original gift ~_gains/(losses) Total June 30, 2016

Donor-restricted funds:
Underwater funds $ — 180,754,888 (9,010,811) 171,744,077 171,744,077
Other funds — 168,378,719 25,818,008 194,196,727 194,196,727

Assets held in endowment
for WSU — 13,266,961 161,007 13,427 968 13,427 968
Total endowment

funds $ — 362,400,568 16,968,204 379,368,772 379,368,772
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WASHINGTON STATE UNIVERSITY FOUNDATION
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Notes to Consolidated Financial Statements
June 30, 2017 and 2016

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the organization must hold in perpetuity as well as quasi-endowments
(funds functioning as endowments). Under this policy, as approved by the Investment Committee of the
Foundation, the endowment assets are invested in a manner that is intended to produce a relatively
predictable and stable payout stream each year and maintain purchasing power of the assets over the
investment horizon.

(d) Strategies Employed for Achieving Objectives

(e)

(®

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). The Foundation targets a diversified asset allocation to achieve
its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Foundation’s spending policy allows for the fund to distribute 5.5% per year (4% for individual
accounts and 1.5% for the endowment administration fees) computed quarterly based on the average
market value for the 36 months preceding and including the quarter ended prior to the distribution date,
adjusted for new gifts on the first day of the distribution quarter.

In establishing this policy, the Foundation considered the long-term expected return on its endowment.
This is consistent with the organization’s objective to maintain the purchasing power of the endowment
assets held in perpetuity as well as to provide additional real growth through new gifts and investment
return. Distribution to colleges or departments from quasi-endowments (funds functioning as
endowments) can be in full or in $50,000 increments upon six months’ notice to the Foundation.

Endowment Net Asset Composition, by Type of Fund
Year ended June 30, 2017
Without With
donor donor
restrictions restrictions Total
Donor-restricted endowment funds:
Original donor-restricted gift amount $ — 363,969,565 363,969,565
Accumulated investment gains —_ 43,093,413 43,093,413
Total $ — 407,062,978 407,062,978
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Notes to Consolidated Financial Statements
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Year ended June 30, 2016

Without With
donor donor
restrictions restrictions Total
Donor-restricted endowment funds:
Original donor-restricted gift amount $ — 349,133,607 349,133,607
Accumulated investment gains -— 16,807,197 16,807,197
Total $ — 365,940,804 365,940,804
(g) Changes in Endowment Net Assets
Year ended June 30, 2017
Without donor With donor
restrictions restrictions Total
Net asset balance - beginning of year $ — 365,940,804 365,940,804
Investment return — 46,022,171 46,022,171
Contributions — 16,218,550 16,218,550
Distribution of endowment assets to/for WSU — (21,118,547) (21,118,547)
Total $ — 407,062,978 407,062,978
Year ended June 30, 2016
Without donor With donor
restrictions restrictions Total
Net asset balance — beginning of year $ — 352,608,004 352,608,004
Investment return — (5,163,573) (5,163,573)
Contributions — 39,147,221 39,147,221
Distribution of endowment assets to/for WSU — (20,650,848) (20,650,848)
Total $ — 365,940,804 365,940,804
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Notes to Consolidated Financial Statements

June 30, 2017 and 2016

(h) Endowments Managed at Fair Value

The Foundation’s endowment funds are jointly managed with certain endowments of the University.
The University’s endowment funds are not recorded on the Foundation’s financial statements as they
are not an agent nor a principal in these endowments. The breakout of the jointly managed funds of the

University and the Foundation is as follows:

Jointly managed endowment funds:
Cash and short-term investments
Accrued interest and dividends
Managed investments

Endowment investments at fair
value

Less University endowment funds

Managed endowment funds recorded by the
Foundation

(i) Endowments Managed at Cost

Investments at cost
Less University endowment funds, at cost

Managed endowment funds recorded by the
Foundation, at cost

(4) Fair Value Measurements

Year ended June 30

2017 2016
10,755,966 4,520,112
35,333 41,180
459,397,069 415,982,369
470,188,368 420,543,661
(63,125,390) (41,174,889)
407,062,978 379,368,772

Year ended June 30

2017 2016
363,016,267 337,858,142
(48,856,269) (33,079,256)
314,159,998 304,778,886

The Foundation adopted the provisions of FASB guidance on fair value related to its financial assets
measured at fair value on a recurring basis. This guidance establishes a fair value hierarchy that prioritizes
the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the

lowest priority to unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy are as follows:

Level 1—Quoted prices are available in active markets for identical assets or liabilities. Active markets are
those in which transactions for the asset or liability occur with sufficient frequency and volume to provide

pricing information on an ongoing basis.
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Level 2 — Pricing inputs are other than quoted prices in active markets included in Level 1, which are either
directly or indirectly observable as of the reporting date. Level 2 includes those financial instruments that
are valued using models or other valuation methodologies. These models are primarily industry-standard
models that consider various assumptions, including quoted forward prices for commaodities, time value,
volatility factors, and current market and contractual prices for the underlying instruments, as well as other
relevant economic measures. Substantially all of these assumptions are observable in the marketplace
throughout the full term of the instrument, can be derived from observable data, or are supported by
observable levels at which transactions are executed in the marketplace.

Level 3 - Pricing inputs include significant inputs that are generally unobservable from objective sources.
These inputs may be used with internally developed methodologies that result in management’s best
estimate of fair value. Level 3 instruments include those that may be more structured or otherwise tailored
to the endowment's needs.

As required by FASB guidance on fair value, financial assets are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement. The Foundation’s assessment of the
significance of a particular input to the fair value measurement requires judgment, and may affect the
valuation of the fair value of assets and their placement within the fair value hierarchy levels.

Investments are stated at fair value according to U.S. GAAP (note 3), which requires that the valuation of
investments reported at fair value be made in the context of market conditions as of the valuation date.
Whenever available, quotations from organized securities exchanges are used as the basis for fair value.
For investments not traded on organized exchanges, fair value estimates are provided by investment
managers. For applicable investments, manager-reported net asset value (NAV) is used as a practical
expedient to estimate fair value. Valuations provided by fund managers consider variables such as the
financial performance and sales of underlying investments and other pertinent information. In addition,
actual market exchanges at year-end provide additional observable market inputs of the exit price. The
Foundation reviews valuations and assumptions provided by fund managers for reasonableness and
believes that the carrying amounts of these financial instruments are reasonable estimates of the fair value.
Investments are stated at fair value, which is determined by using market quotations and other information
available at the valuation date.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Foundation believes its valuation
methods are appropriate and consistent with other market participants, the use of different methodologies
or assumptions to determine fair value of certain financial instruments could result in a different fair value
measurement at the reporting date.
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The following table discloses by level, within the fair value hierarchy, investment assets measured at fair
value on a recurring basis as of June 30, 2017:

Endowment investments:
Cash and equivalents $

Marketable equities:
Equities
Fixed income mutual funds
Liguid real assets

Total marketable equities
Nonmarketable equities

Investments measured at NAV:
Equity funds
Fixed income funds
Hedge funds
llliquid real assets
Private equities funds
Total investments
measured at NAV

Total endowment
investments

Assets in charitable trusts:
Cash equivalents $

Marketable equities:
Equities
Fixed income mutual funds
Liquid real assets
Total marketable equities

Total assets in charitable
trusts $

Other:
Beneficial interest in perpetual trusts $

Level 1 Level 2 Level 3 Total

10,487,350 —_ —_ 10,487,350
53,932,848 — — 53,932,848
18,368,824 — —_ 18,368,824
22,549,581 — — 22,549,581
94,851,253 — — 94,851,253
—_ 50,956,941 — 50,956,941
56,236,109
15,089,815
72,631,108
28,994,643
77,815,759
250,767,434
407,062,978
794,821 — — 794,821
17,706,607 — — 17,706,607
9,455,203 — —_ 9,455,203
4,172,679 —_ — 4,172,679
31,334,489 — — 31,334,489
32,129,310 — — 32,128,310
—_ — 31,806,751 31,806,751
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The following table presents the change in fair value measurements for the Level 3 investments during the

year ended June 30, 2017:

Other:
Balance — July 1, 2016
Change in value, net

Balance - June 30, 2017

Beneficial

interest in

perpetual
trusts

30,051,856
1,754,895

31,806,751

The following table discloses by level, within the fair value hierarchy, investment assets measured at fair

value on a recurring basis as of June 30, 2016:

Level 1 Level 2 Level 3 Total
Endowment investments:
Cash and equivalents $ 4,114,705 — — 4,114,705
Total cash equivalents 4,114,705 — — 4,114,705
Marketable equities:
Equities 73,323,049 — — 73,323,049
Fixed income mutual funds 18,585,266 —_ — 18,585,266
Liquid real assets 23,792,209 — — 23,792,209
Total marketable equities 115,700,524 — - 115,700,524
Nonmarketable equities 22,694,074 22,694,074
Investments measured at NAV:
Equity funds 47,989,543
Fixed income funds 15,298,447
Hedge funds 69,285,535
llliquid real assets 30,442,598
Private equities funds 73,843,346
Total investments
measured at NAV 236,859,469
Total endowment
investments 379,368,772
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Level 1 Level 2 Level 3 Total
Assets in charitable trusts:
Cash equivalents $ 683,835 — — 683,835
Total cash equivalents 683,835 — — 683,835
Marketable equities:
Equities 17,802,486 — — 17,802,486
Fixed income mutual funds 9,833,237 — — 9,833,237
Liquid real assets 4,350,071 —_ — 4 350,071
Total marketable equities 31,985,794 — — 31,985,794
Total assets in
charitable trusts $ 32,669,629 — — 32,669,629
Other:
Beneficial interest in perpetual
trusts $ —_ — 30,051,856 30,051,856

The following table presents the change in fair value measurements for the Level 3 investments during the
year ended June 30, 2016:

Beneficial
interest in
perpetual
trusts
Other:
Balance - July 1, 2015 $ 30,410,761
Change in value, net (358,905)
Balance - June 30, 2016 $ 30,051,856
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Investments in Certain Entities that Calculate Net Asset Value per Share (or its Equivalent)
Equities, Fixed Income, and Hedge Funds

Certain common stock securities, U.S. government securities, and mutual funds for which market prices are
not readily available or for which market prices do not represent the value at the time of pricing are fair
valued by the investment manager based upon other inputs (including valuations of securities that are
comparable in coupon, rating, maturity, and industry). These investments cover a broad range of risk and
diversification by industry with the dual objectives of generating income and providing long-term growth.

llliquid Real Assets and Private Equities

Multiple limited partnerships that invest in securities designed for generating current income and/or
long-term growth using conservative, moderate, and aggressive risk strategies, and real estate. Risk
strategies for private equities range from moderate to aggressive with growth of capital being the primary
objectives.

Hedge fund investments allow for monthly, quarterly, annual, and biennial redemptions. llliquid real assets
and private equities investments do not allow for periodic redemptions, but rather liquidate upon the
termination date as stated in the partnership agreement.

The following table presents the redemption frequency for investments measured at net asset value at
June 30, 2017 and June 30, 20186, respectively.

NAV Redemption Redemption

2017 2016 schedule notice period
Equity Funds 56,236,109 47,989,543 Daily to semimonthly 5-30 days
Fixed income funds 15,089,815 15,298,447 Monthly 30 days
Hedge funds 72,631,108 69,285,535 Monthly to biennially 30-100 days
llliquid real assets and

private equities funds 106,810,402 104,285,944 Years: 2017-2029 End of agreement
$ 250,767,434 236,859,469
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(5) Notes Receivable

Year ended June 30
2017 2016

Note receivable, annual payments of $13,181, including interest

at 6%, due January 1, 2025; secured by a deed of trust $ 82,016 89,809
Note receivable, annual payments of $24,000, including imputed

interest at 4.28%, due April 2034; secured by a deed of trust

on a private residence 279,219 290,290
Note receivable, annual payments of $20,933, including interest

at 5%, due September 2030; secured by a deed of trust on

a farm 203,520 213,687

Total $ 564,755 593,786

Year ended June 30

2017 2016

Amounts expected in:
One year or less $ 58,115 58,038
One to five years 232,457 232,152
Over five years 503,840 562,335
Total 794,412 852,525
Less present value discount (221,021) (249,761)
Less allowance for doubtful accounts (8,636) (8,978)
Total $ 564,755 593,786

(6) Assets Held in Charitable Trusts
Assets held in charitable trusts consisted of the following types of investments at June 30:

2017 2016
Cash equivalents $ 794,821 683,835
Fixed income mutual funds 9,455,203 9,833,237
Equities 17,706,607 17,802,486
Liguid real assets 4,172,679 4,350,071
Assets, at fair market value $ 32,129,310 32,669,629
Assets, at cost $ 27,726,545 29,825,530
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Assets held in charitable trusts consisted of the following types of trusts at June 30:

2017 2016
Charitable remainder unitrusts 3 20,679,914 19,654,519
Charitable remainder annuity trusts 2,763,785 2,709,808
Gift annuities 8,296,427 9,949,855
Lead and other trusts 389,184 355,447
Total $ 32,129,310 32,669,629

The State of Washington under RCW 48.38.010 mandates that charities obtain a certificate of exemption to
issue charitable gift annuities. Sections 38.010 and 38.020 of the code, respectively, require the charity to
1) have at least $500,000 in net assets without donor restrictions and 2) maintain a separate reserve fund
adequate to meet the future payments under its charitable gift annuity contracts. The reserve fund amount
is calculated at the end of the fiscal year and must be performed by an independent third party. The
reserve fund requirement as determined by the actuary was $2,739,467 and $3,673,349 at June 30, 2017
and 2016, respectively, and the charitable gift annuities payable at June 30, 2017 and 2016 was
$3,654,295 and $4,627,273, respectively.

Operating Lease

The Foundation has a 20-year operating lease, which terminates in March 2023, for office space in
downtown Puliman that allows for periodic rate increases. The total rent expense under the terms of the
lease was $291,445 and $282,625 at June 30, 2017 and 2016, respectively.

Future minimum lease payments under this operating lease as of June 30, 2017 are as follows:

Year ending June 30:

2018 $ 295,055
2019 302,472
2020 310,057
2021 317,809
2022 325,771
Thereafter 248,949

Total 3 1,800,113
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(8) Net Assets with Donor Restrictions

Net assets with donor restrictions are restricted for the following purposes or periods as of June 30:

Donor-restricted endowments subject to spending policy and appropriation, to
support the following purposes (including net accumulated earnings):

Endowed Faculty

Facilities

Instruction

Libraries

Operational Support
Research

Scholarships and Fellowships

Pempetual trusts and split interest agreements available to support the following

purposes:
Endowed Faculty
Facilities
Instruction
Libraries
Operational Support
Research
Scholarships and Fellowships

Subject to passage of time:
Endowed Faculty
Facilities
Instruction
Libraries
Operational Support
Research
Scholarships and Fellowships

Total net assets with donor restrictions
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2017 2016
88,900,865 86,269,956
1,435,295 1,325,656
8,628,604 7,911,468
2,237,343 2,026,137
86,019,299 72,998,971
23,334,267 21,651,191
196,507,305 173,757,425
407,062,978 365,940,804
1,041,974 973,482
4,824 4,027
700,392 816,736
198,040 172,054
31,468,528 29,863,092
1,019,183 981,809
21,200,606 19,710,001
55,633,547 52,521,201
1,132,814 1,034,792
8,397,253 9,184,632
16,901 32,391
12,672 8,279
28,310,680 26,274,420
126,840 131,588
4,869,137 1,749,564
42,866,297 38,415,666
505,562,822 456,877,671
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(9) Functional Classification of Expenses

The costs of program and supporting services activities have been summarized in the statements of
activities. The expense analysis in the table below presents the natural classification detail of expenses by
function. Accordingly, certain costs have been allocated among the programs and supporting services
benefited. The financial statements report certain categories of expenses that are attributed to more than
one program or support function. The expenses that are allocated include salaries, wages and employee
benefits, which are allocated on the basis of actual time spent on fundraising or general and administrative
tasks. Occupancy and depreciation are allocated based on the full-time employee (FTE) count for
fundraising and general and administrative staff. Other costs are classified in each functional category
based on the underlying purpose of each transaction.

Year ended June 30, 2017

Program services

Support provided General and
to Washington administrative
State University Fundraising expenses Total
Advertising $ — 3,576 29,882 33,458
Campaign and marketing — 74,801 — 74,801
Conferences, conventions,
and meetings — 24,045 213,922 237,967
Consulting senices —_ 538,141 97,902 636,043
Depreciation —_ 43,937 46,772 90,709
Dewelopment senices — University
staff — 1,649,573 — 1,649,573
Donor cultivation — 644,829 — 644,829
Employee benefits — 888,791 754,139 1,642,930
Endowment administration fees — — 5,405,309 5,405,309
Endowment distributions 15,713,238 — —_ 15,713,238
Information technology — 25,625 474,662 500,187
Miscellaneous - 41,243 45,906 87,149
Occupancy —_ 187,964 200,091 388,065
Office expense — 112,663 70,741 183,404
Professional fees — 28,305 86,675 114,980
Restricted distributions 37,418,751 — — 37,418,751
Salaries and wages —_ 2,546,193 2,161,749 4,707,942
Travel —_ 258,519 61,449 319,968
Uncollectible accounts — — 161,839 161,839
$ 53,131,989 7,068,105 9,811,038 70,011,132
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Year ended June 30, 2016

Program services
Support provided

General and

Advertising $

Campaign and marketing

Conferences, conventions,
and meetings

Consulting senices

Depreciation

Dewvelopment senvices — University
staff

Donor cultivation

Employee benefits

Endowment administration

Endowment distributions

Information technology

Miscellaneous

Occupancy

Office expense

Professional fees

Restricted distributions

Salaries and wages

Travel

Uncollectible accounts

to Washington administrative
State University _Fundraising _ expenses Total

—_ 67,033 10,868 77,901

—_ 653,619 —_ 653,619

— 27,844 83,125 111,069

= 535,851 36,136 571,987

— 48,819 44,095 92,914

—_ 1,580,838 — 1,580,838

— 430,188 — 430,188

— 652,135 532,145 1,184,280

_ B 5,074,825 5,074,825

15,576,023 = — 15,576,023

— 19,538 335,502 355,040

— 28,459 66,352 94,811

— 192,436 173,813 366,249

— 88,332 73,230 161,562

— 36,710 50,690 87,400

38,375,513 = = 38,375,513

- 2,281,467 1,989,043 4,270,510

—_ 275,083 60,283 335,366

= — 124,118 124,118

$ 53,951,536 6,918,452 8,654,225 69,524,213

Liquidity and Availability

The Foundation regularly monitors liquidity required to meet its operating needs, liabilities, and other
obligations as they become due. The Foundation is substantially supported by management and
advancement fees assessed on distributions from the endowment and support provided by the University.
As the Foundation exists to benefit the University, the majority of the financial assets recorded by the

Foundation are not available to support the Foundation’s operating needs.

In addition to financial assets available to meet general expenditures over the next twelve months, the
Foundation operates with a balanced budget and anticipates collecting sufficient revenue to cover general
expenditures not covered by the support provided by the University. This includes obtaining additional

support from the University, as needed.
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As of June 30, 2017, the Foundation has cash and cash equivalents and Due from WSU to cover
approximately 98 days of operating expenses. The Foundation’s budget for fiscal year 2018 includes
$4,520,680 in University support, and $8,100,000 in assessed management and advancement fees (both
are not included in the following table). These amounts are available to be used for general expenditures.
The following assets could readily be made available within one year of the date of the statement of
financial position to meet general expenditures:

Year ended
June 30, 2017

Financial assets:

Cash and cash equivalents 3 314,068
Due from Washington State University 3,548,668
Other receivables 3,096,916
Pledges receivable, net 38,584,903
Endowment investment securities 407,062,978
Notes receivable, net 564,755
Assets held in charitable trusts 32,129,310
Contributions receivable from charitable trusts 7,154,472
Beneficial interest in perpetual trusts 31,806,751

524,262,821

Less those unavailable for general expenditure within one year:
Receivables expected to be collected and remitted directly to Washington

State University (49,216,707)
Endowment assets and accumulated eamings subject to appropriation

to Washington State University (406,852,649)
Charitable trusts and perpetual trusts held by others (63,936,061)
Washington state required reserves for funds without donor restrictions (500,000)

Financial assets available to meet cash needs for general
expenditures within one year $ 3,757,404

(11) Related-Party Transactions

The Foundation is named as an owner/member in the Ruckelshaus Center Foundation. The Foundation
raises money on behalf of the Ruckelshaus Center Foundation as a pass-through agency transaction. As
such, no contribution revenue is recognized by the Foundation relating to these funds. The pass-through
agency transactions are $437,037 and $898,398 for the years ended June 30, 2017 and 2016,
respectively.

During fiscal year 2013, the President of Town Centre LLC, the lessor referred to in note 7, became a
member of the Foundation’s Board of Directors.

29 (Continued)



(12)

WASHINGTON STATE UNIVERSITY FOUNDATION
(A Nonprofit Corporation)

Notes to Consolidated Financial Statements
June 30, 2017 and 2016

During fiscal year 2017, the legal counsel for the Foundation began serving a two-year term as Chair of the
Board of Directors of the Foundation.

Subsequent Events

Subsequent events have been evaluated through November 2, 2017, which is the date the financial
statements were available to be issued. The following subsequent events were identified:

Effective July 1,2017, the Foundation implemented a 5% advancement fee on all gifts and promises to give
up to $5 million. The assessments are unrestricted funding for the operations of the Foundation.

Cougar Property Holdings obtained a $550,000 loan from INTO, USA in July of 2017. All proceeds were
then loaned to INTO, Washington State University, to start operations.
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Assets

Cash and cash equivalents

Due from Washington State University

Other receivables

Pledges receivable, net

Endowment investment securities

Notes receivable, net

Furniture, fixtures, and equipment (net of
accumulated depreciation of $1,592,814)

Land, Cougar Property Holdings

Land and real estate

Assets held in charitable trusts

Contributions receivable from charitable trusts

Beneficial interest in perpetual trusts

Total assets
Liabilities

Accounts payable and accrued liabilities
Annuities payable
Remainder interest payable

Total liabilities
Net Assets

Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See accompanying independent auditors’ report.

$

$

Cougar

Wsu Property
Foundation Holdings Consolidated
32,131 281,937 314,068
3,548,668 — 3,548,668
3,096,648 268 3,096,916
38,584,903 — 38,584,903
407,062,978 — 407,062,978
564,755 — 564,755
151,318 — 151,318
— 35,000 35,000
1,502,500 —_ 1,502,500
32,129,310 — 32,129,310
7,154,472 —_ 7,154,472
31,806,751 — 31,806,751
525,634,434 317,205 525,951,639
1,297,991 748 1,298,739
13,747,985 —_ 13,747,985
1,819,704 — 1,818,704
16,865,680 748 16,866,428
3,205,932 316,457 3,522,389
505,562,822 — 505,562,822
508,768,754 316,457 509,085,211
525,634,434 317,205 525,951,639
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Revenue and support:

Contributions

Investment return, net of expenses

Management and advancement fees

Change in value of split-interest agreements

Support provided by Washington State
University

Other income

Total revenue and support
Net assets released from restrictions

Expenses:
Support provided to/for Washington State
University: :

Restricted distributions
Endowment income distributions
Endowment administration fees

Fundraising

General and administrative expenses

Total expenses
Change in net assets
Net assets — beginning of year
Net assets — end of year

See accompanying independent auditors’ report.

$

Consolidating Statement of Activities
Year ended June 30, 2017

3,205,932

WSU Foundation Cougar
Without donor With donor Property

restrictions restrictions Holdings Consolidated
490 57,838,525 - 57,839,015

(49,666) 52,548,747 533 52,499,614
6,363,221 — — 6,363,221
—_— (3,520,807) - (3,520,807)
4,520,680 — — 4,520,680
241,822 547,904 — 789,726
11,076,547 107,414,369 533 118,491,449
58,729,218 (58,729,218) - —_
37,418,751 — — 37,418,751
15,713,238 — — 15,713,238
5,405,309 — — 5,405,309
7,068,105 — — 7.068,105
4,361,221 — 44,508 4,405,729
69,966,624 — 44,508 70,011,132
(160,858) 48,685,151 (43,975) 48,480,317
3,366,791 456,877,671 360,432 460,604,894
505,562,822 316,457 509,085,211
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