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Auditor’s Responsibilities for the Audit of the Financial Statements 

 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 

that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute 

assurance and therefore is not a guarantee that an audit conducted in accordance with generally 

accepted auditing standards will always detect a material misstatement when it exists. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting from 

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control. Misstatements are considered material if there is a substantial 

likelihood that, individually or in the aggregate, they would influence the judgment made by a 

reasonable user based on the financial statements. 

 

In performing an audit in accordance with generally accepted auditing standards, we: 

 

¶ Exercise professional judgment and maintain professional skepticism throughout the audit. 

 

¶ Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 

Such procedures include examining, on a test basis, evidence regarding the amounts and 

disclosures in the financial statements. 

 

¶ Obtain an understanding of internal control relevant to the audit 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 Foundation’s internal control. Accordingly, no such 

opinion is expressed. 

 

¶ Evaluate the appropriateness of accounting policies used and the reasonableness of 

significant accounting estimates made by management, as well as evaluate the overall 

presentation of the financial statements. 

 

¶ Conclude whether in our judgment, there are conditions or events, considered in the 

aggregate, that raise substantial doubt about the Foundation’s ability to continue as a going 

concern for a reasonable period of time. 

 

We are required to communicate with those charged with governance regarding among other 

matters, the planned scope and timing of the audit, significant audit findings and certain internal 

control related matters that we identified during the audit 

 

 
 

 

Athens, AL 

February 16, 2024
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 Without With  

 Donor Restrictions Donor Restrictions Total 

Operating Activities    

Revenue and Support:    

 Contributions $       149,876 $   20,380,745 $   20,530,621 

 In-Kind Donations       1,091,909           24,494       1,116,403 

 Other Income            36,211         51,747          87,958 

 Transfers          696,051        (696,051)                     - 

 Net Assets Released from    

   Restrictions        6,740,745      (6,740,745)                     - 

    

    Total Support and Revenue      8,714,792           13,020,190      21,734,982 

 

 

   

Expenses:    

 Program Services 6,569,227                           - 6,569,227       
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The accompanying notes are an integral part of these financial statements.

 

Cash Flows from Operating Activities: 

2023 2022 

  Change in Net Assets $      18,202,717 $      2,677,969 

  Adjustments to Reconcile Change in Net Assets 

    to Net Cash Provided by Operating Activities: 

  

     Realized and Unrealized Gain on Investments        (2,072,685)        11,946,757 

     Bad Debt Expense         1,318,215         239,535 

      Change in Pledge Receivables        (12,993,919)        (1,892,717) 

      Change in Other Receivables        6,000        (5,924) 

      Change in Other Assets                (11,424)                  (137) 

      Change in Accounts Payable           1,120,523           (70,396) 

      Change in Agency Funds (25,497) (104,157) 

      Change in Actuarial Obligations Under  
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NOTE 1 – ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 

                  POLICIES 

 

Organization 

 

The University of North Alabama Foundation (the “Foundation”) was established to provide 

support for the private fundraising efforts of the University of North Alabama (the “University”) 

and to manage privately donated funds. The Foundation is a nonprofit corporation organized in 

accordance with the laws of the State of Alabama and governed by a volunteer Board of Directors 

(the “Board”).  The Foundation is a component unit of the University. 

 

The private fundraising efforts of the University and the Foundation result in the Foundation 

receiving contributions for the benefit of the University. Contributions are either available to be 

used currently or restricted as an endowment to be invested in perpetuity and provide support from 

investment returns for student scholarships, faculty and research support, other operational 

support, and for facilities and equipment. Fundraising efforts also result in the creation of 

charitable trusts and gift annuities. When the trusts and annuities mature, the remainder interests 

are available for the designated purposes as current-use or endowment gifts. The Foundation is the 

trustee for substantially all the charitable remainder trusts. The Foundation also receives 

unrestricted contributions that can be used for Foundation activities.  The Foundation devotes all 

its income and profits, after paying its expenses, for the benefit of the University. 

 

Contributions may be received in cash, marketable securities, real property, tangible personal 

property, gifts-in-kind, life insurance policies, and various deferred giving vehicles. Contributions 

received in forms other than cash, except gifts-in-kind and life insurance policies, are generally 

liquidated. The proceeds, together with cash gifts, are placed in investment pools or other 

investments consistent with the purpose of the gift or the requirements of the trust agreement. The 

Foundation employs investment professionals to manage its investment pools and certain trust 

investments.  

 

The Foundation provides financial support for t
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Accordingly, the net assets of the Foundation and changes therein are classified as follows: 

 

¶ Net assets without donor restrictions – Net assets that are not subject to donor-imposed 

restrictions and may be expended for any purpose in performing the primary objectives of the 

Foundation.  

 

¶ Net assets with donor restrictions – Net assets subject to stipulations imposed by donors, and 

grantors. Some donor restrictions are temporary in nature; those restrictions will be met by 

actions of the Foundation or by the passage of time. Other donor restrictions are perpetual in 

nature, where by the donor has stipulated the funds be maintained in perpetuity. Net assets 

relea
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Fixed Assets 

 

Furniture and Equipment is recorded at cost to the Foundation or, if donated, at estimated fair value 

at the time of donation. Such donations are reported as unrestricted support unless the donor has 

restricted the donated asset to a specific purpose. In the absence of donor-imposed restrictions on 

the use of donated asset, the Foundation has adopted a policy of reporting these donations as 

unrestricted support. The cost of property, plant, and equipment in excess of $5,000 is capitalized.  

Additions, improvements or expenditures for repairs and maintenance that significantly add to the 

productivity or extend the economic life of the assets are capitalized. At the time items are retired 

or sold, the applicable cost and accumulated depreciation are removed from the accounts and the 

difference, net of proceeds, is charged or credited to operations. Expenses for repairs and 

maintenance are charged to operations as incurred.  Depreciation of property and equipment is 

provided using the straight-line method over the estimated useful lives of the assets ranging from 

three to twenty years.  

 

Donated artifacts and collectibles are recorded at cost if purchased or, if donated, at estimated fair 

value at the time of donation. The Foundation does not recognize depreciation on artifacts and 

collectibles. Collections are preserved and held for public exhibition, education and research.  It is 

the policy of the Foundation that proceeds from the sale of any collection items are to be used to 

purchase additional collection items or for the direct care of existing collections. In addition, the 

Foundation utilizes certain facilities owned by the University. Such facilities are not recorded on 

the books of the Foundation.  

 

Contributions 

 

Contributions, including unconditional promises to give, are recognized as revenues in the period 

received. Conditional promises to give are not recognized until they become unconditional; that is 

when the conditions on which they depend are substantially met. Contributions of assets other than 

cash are recorded at their estimated fair value. Contributions that are restricted by the donor are 

reported as increases in net assets without donor restrictions if the restrictions expire in the fiscal 

year in which the contributions are recognized. All other donor-restricted contributions are 
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Revenue Recognition 

 

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards 

Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606), collectively ASC 
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without donor restrictions until those amounts are appropriated for expenditure by the Foundation 

in a manner consistent with the standard of prudence prescribed by SPMIFA. In accordance with 

SPMIFA, the Foundation considers the following factors in making a determination to appropriate 

or accumulate donor-restricted endowment funds: (1) the duration and preservation of the various 

funds, (2) the purposes of the donor-restricted endowment funds, (3) general economic conditions, 

(4) the possible effect of inflation and deflation, (5) the expected total return from income and the 

appreciation of investments, (6) other resources of the Foundation, and (7) the Foundation's 

investment policies. 

 

The Foundation has received various donations to establish permanent endowment funds to 

provide scholarships for University of North Alabama students and the terms of the donations 

require these funds to be segregated from other Foundation funds. 

 

Investment Reporting 

 

Security transactions are recorded on a trade date basis. Interest is recorded as earned and dividends 

are recorded as of the ex-dividend date. Investment income includes interest and dividends; 

realized/unrealized gains and losses are reported as investment return. Investment income 

attributable to amounts held for the benefit of the University is reported in net assets with donor 

restrictions. When the activities occur, the amounts are transferred from net assets with donor 

restrictions to net assets without donor restrictions and the disbursements are reported as decreases 

in net assets without donor restrictions. Investment income attributable to amounts held for the 

benefit of the Foundation is reported in net assets without donor restrictions. 

 

Investment Return Objective Risk Parameters and Strategies 

 

The Foundation has adopted investment and spending policies, approved by the Board of 

Directors, for endowment assets that attempt to provide a predictable stream of funding to 

programs supported by its endowment funds while maintaining the purchasing power of those 

endowment assets over the long term. Accordingly, the investment process seeks to achieve an 

after-cost total real rate of return, including investment income as well as capital appreciation, 

which exceeds the annual distribution with acceptable levels of risk. Endowment assets are 

invested in a well-diversified asset mix, which includes equity and debt securities, that is intended 

to result in a consistent inflation-protected rate of return that has sufficient liquidity to make an 

annual distribution of 5%, while growing the funds if possible. Actual returns in any given year 

may vary from this amount. Performance goals have been established to provide a basis upon 

which to judge the effectiveness of the investment objective and those responsible for 

implementing investment decisions on a day-to-day basis. Investment managers will be judged 

over a cycle of three to five years. 

 

Spending Policy 

 

It is the policy of the Foundation to annually distribute, at least 3-5.5% of the average market value 

of the Foundation’s investments (at the end of the fiscal year) over a rolling three-year period. It 
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For the year ending September 30, 2023, investment management fees and investment income 

activity fees were $199,946 and $21,998, respectively.  

 

For the year ending September 30, 2022, investment management fees and investment income 

activity fees were $181,019 and $27,483, respectively. 

 

Remainder Trusts and Gift Annuities 

 

Remainder trust agreement assets are managed on an individual account basis in a diversified 

portfolio designed to reduce payment volatility, consider tax implications and maximize the value 

of each gift. Gift annuity assets are managed as a pool. 

 

Investments by Group 

 

 2023 

 General 

Investment 

Pool 

Remainder 

Trusts and Gift 

Annuities Total 

    

Cash & Money Market Funds  $    1,421,832 $                 - $    1,421,832 

Certificate of Deposit 1,511,042 - 1,511,042 

Marketable Mutual Funds 44,926,524 168,990 45,095,514 

Limited Partnerships      5,057,607                 -      5,057,607 

    

Total Investments at September 30, 2023 $  52,917,005 
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The following table provides information related to the previously mentioned investments that are 

valued based on Net Asset Values (NAV) at September 30, 2023: 

 

 

Fair Value at 

September 30, 

2023 

Unfunded 

Commitments at 

September 30, 

2023 

Redemption 

Frequency 

Redemption 

Notice 

Period 

Core Property (a)  $       1,970,319   $                  -     Quarterly   90 Days  

Private Assets (b) 1,043,658 838,260  Quarterly   90 Days  

Real Assets (c) 978,897             140,000   Annual   90 Days  

Private Equity (d) 1,064,733             100,000  Annual   90 Days  

Total  $       5,057,607   $   1,078,260    

 

a) Core Property – This category generally consists of the collective investment of assets of 

participating tax qualified pension and profit sharing plans and relates trusts, and 

governmental plans (or the assets of a governmental unit used to satisfy its obligations 

under a governmental plan). 

 

b) Private Assets Fund – 
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NOTE 6 – PLEDGE RECEIVABLES 

 

Pledge receivables, which are unconditional promises to give, are recorded as receivables and 
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NOTE 10 – FUNCTIONAL EXPENSES 

 

Certain costs have been allocated among the programs and supporting services benefited based on 

estimates of time and effort, and usage of assets. For 2023 natural expense accounts were allocated 

as follows: 

 Year Ending September 30, 2023 

 Program     

 Services Supporting Services   
      

  Management  Supporting 
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For 2022 natural expense accounts were allocated as follows: 

  Year Ending September 30, 2022 

 Program     

 Services Supporting Services   
      

  Management  Supporting  

 Programs and General Fundraising Subtotal Total 

Scholarships Awarded  $    1,259,465  $                   -   $                -   $                   -   $    1,259,465  

Eminent Scholars Support           180,607                        -                     -                        -            180,607 

Academic Program Support           449,170                        -                     -                        -            449,170 

Alumni Program Support             64,632                        -                     -                        -              64,632  

Annuities             15,


