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WE ARE GRATEFUL FOR ALL THE DONORS
WHO ARE CREATING FUTURES THROUGHOUT
AND BEYOND THE FOUR CAMPUSES OF THE

UNIVERSITY OF COLORADO.



To Our Donors, Friends
and Colleagues

As leaders of the University of Colorado Foundation, we feel an extraordinary and
humbling responsibility. The staff of the Foundation works tirelessly to connect the
passions of nearly 50,000 donors each year with the ambitions of more than 85,000
students, faculty, and staff throughout the University of Colorado.

As we look back at 2011-12, this feeling of responsibility is joined by a sense of
satisfaction, as we have seen donors create futures in areas such as...

e Learning and Teaching at the University of Colorado Colorado Springs, where
an anonymous donor is endowing a chair in East Asian history

¢ Discovery and Innovation at the University of Colorado Denver, where
corporate gifts of $5.5 million and $2 million help the J.P. Morgan Center for
Commodities gain exceptional momentum in its launch year

e Community and Culture at the University of Colorado Boulder, where a CU alumnus and his father together
support scholarships for first-generation college students completing a community-focused precollegiate program

e Health and Wellness at the Anschutz Medical Campus, where a foundation grant supports a Colorado School
of Public Health/City of Denver partnership to instill preschool children with habits of healthy living

We have been fortunate to not only have survived recent economic challenges, but thrived. The $110.1 million
donated through the CU Foundation in 2011-12 caps a six-year run that has seen the six highest fundraising totals in
our history.

But we have benefited from more than just good fortune. We gain from the ongoing leadership of CU President
Bruce D. Benson, who serves with his wife, Marcy, as a volunteer chair of the $1.5 billion Creating Futures campaign.
Another reason for our recent success has been the work of Wayne Hutchens, who retired this past winter after

six years as president and chief executive officer of the CU Foundation. As individuals from all around the CU

family described Wayne’s outstanding leadership qualities this past year, few summed it better than a development
colleague who said, “Wayne leads with his heart. | want to lead with my heart, and hopefully | can live up to

his example.”

Thank you for your continued support of all of the individuals at the University of Colorado whose hearts, minds, and
passions inspire us all.

Sincerely,
Mary Lee Beauregard Richard W. Lawrence
Chair, Board of Directors, 2011-12 President and Chief Executive Officer
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Dear Friends,

The University of Colorado is fortunate to have donors whose contributions add
considerable value to our great university. They have demonstrated their commitment
in recent years, when we have set records for private support to CU (including this
past year’s record $228.6 million) during some of the most challenging economic
times in recent memory.

Their generosity provides opportunities for stellar students, critical enhancements for
faculty members and academic programs, facilities worthy of the quality of work at
CU, and research that improves lives and advances knowledge. Contributions help
ensure that the university remains one of the top institutions in the country and a key
contributor to the economy, health, and culture of Colorado and beyond.

Our donors are doing their part, and it is incumbent upon us to do ours. We are the
stewards of investments donors make in CU through their contributions. The pages of this annual report detail how
we carry out that stewardship.

The CU Foundation is a critical component of our university’s success. Its fundraising and investment acumen in
recent years have served us well. Yet we also know we cannot rest on laurels. We are continually examining our
operations to determine ways to improve. As private contributions become an increasingly important part of delivering
a world-class education, we must ensure that our fundraising operation is worthy of the trust our donors place in the
university and the investments they make.

CU is a great university, one that people believe in, have confidence in, invest in. We appreciate the trust of all those
who help make us great and we pledge to continue to do our part to live up to the trust.

e

Bruce D. Benson
President, University of Colorado
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Year In Review

In the 12 months ending June 30, 2012, the University of Colorado Foundation made great strides toward the
$1.5 billion fundraising goal for the University of Colorado’s Creating Futures campaign. The CU Foundation also
saw better-than-benchmark results on its endowment investments, rolled out initiatives to better identify and
steward prospective donors, and strengthened operational efficiencies and constituent relationships throughout

and beyond CU.

2" hest year ever for CU Foundation gifts

More than 47,000 donors contributed $110.1 million
through the CU Foundation—a 7.5 percent year-over-
year increase, and the Foundation’s second-highest
annual total ever. Combined with private funds directed
through the university, CU Foundation donors helped
lead the university to a record-breaking $228.6 million
private support total for 2011-12.

Philanthropic highlights include:

e The CU Denver campus raised its highest

total ever by a large margin. Of the $13.1 million in gifts
to CU Denver, more than $8 million supported a new
building for the Business School.

e More than $30 million in future estate
commitments were recorded by the CU Foundation,
adding to a pipeline now surpassing $190 million—
nearly half committed in the last three years. Though
not counted in fiscal-year fundraising totals, estate
commitments are a bellwether of future support.

e The number of gifts over $10,000 increased 21.1
percent over 2010-11.

¢ Giving to endowments grew by more than 40
percent this year. The number of CU Foundation-held
endowments, each targeted toward a specific university
priority, now exceeds 2,000.

e More than 5,000 gifts totaling more than
$1.3 million were made through cufund.org,
representing year-over-year growth of 39 and 43
percent, respectively.

Progress on Creating Futures
campaign continues

Private support toward Creating Futures, the largest
fundraising campaign in the University of Colorado’s
136-year history, surpassed the $1.2 billion milestone

in June. Since the campaign began in 2006, more than
250,000 gifts had been made to the campaign by more
than 125,000 individuals, corporations and foundations.

Creating Futures is chaired by Marcy and Bruce
Benson, with support from campus chairs Jeannie ‘64
and Jack '64 Thompson (Boulder), Nan '85, '87 and
Carl (“Spike”) ’67 Eklund (Anschutz), Laura '94 and
Dave '82 Baker (Denver), and Mary and Ed Osborne
(Colorado Springs). Each couple has supported diverse
CU programs for many years, and their leadership has
been fundamental to the campaign’s success.

Creating Futures Campaign Progress

Goal
$1.5 Billion

:

Raised
$1.2 Billion

N

As of June 30, 2012
\ J
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Endowment investments beat benchmark

In addition to development, the CU Foundation’s other main
priority is to manage endowments donated on behalf of CU.
Endowments are invested in a Long Term Investment Pool
(LTIP), a well-diversified portfolio that seeks to provide a
steady, recurring stream of funding for CU while maintaining
real (inflation-adjusted) purchasing power over time.

LTIP investment returns declined 0.92 percent in the 12
months ending June 30, 2012 which, despite the small
loss, compares favorably with the 2.48 percent decline

in the LTIP’s policy benchmark. While the volatile market
environment has made it hard to establish a recent
trendline, long-term LTIP returns indicate a strong track
record of investment performance, consistent with the
portfolio’s long-term orientation. Over the trailing five- and
ten-year periods, the LTIP has outperformed both its policy
benchmark and the S&P 500 by meaningful margins.

Annualized Investment Performance (3/5/10yr)
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The LTIP value as of June 30, 2012 was $940.8 million, and
the value of endowments invested on behalf of CU (commonly
described as “the CU endowment”) was $771.3 million.

LTIP Value, 2008-12
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The Policy Benchmark is comprised of 40 percent Russell 3000 Index (domestic stocks),
40 percent MSCI EAFE Index (international stocks), and 20 percent Barclays Capital
Aggregate Bond Index (fixed income).

The Peer Group is the Wilshire Cooperative Database of similarly managed endowments,
foundations, municipalities, and corporate pension plans.

6 | University of Colorado Foundation

Continued focus on relationships, efficiencies

Several new initiatives this year aim to help the CU Foundation
forge stronger connections with donors and partners.

A new CU-wide electronic communications system
(eComm) was launched to optimize the consistency,
coordination, and targeting of communications. The CU
Foundation has also initiated a major donor-portfolio
evaluation project to analyze and organize constituent
data in new ways, thereby helping development staff more
optimally deploy resources and recognize donors.

Other 2011-12 priorities have included the launch of Creating
Futures magazine, which highlights stories that underlie CU
philanthropy, and the expansion of planned giving marketing
to build on recent successes in this area.

The CU Foundation spent 21.6 cents for each dollar
raised in 2011-12, down from 22.6 cents two years ago
and the third year that important measure has decreased,
continuing a recent trend toward more efficient, effective
development activity.

Strong relationships, strong leadership

Richard W. Lawrence became president and chief executive
officer of the CU Foundation on March 1, 2012, taking the
reins from J. Wayne Hutchens, who retired after six years in
that position. A 1980 CU-Boulder alumnus, Lawrence brings
to the CEQ role a track record of strong leadership in senior
CU Foundation roles since 2006, and previously for more
than 25 years in the banking industry.

Mary Lee Beauregard is completing a successful two-year
term as chair of the Board of Directors, ceding the chair role
starting in Fall 2012 to Carl A. (“Spike”) Eklund, with Jeremy
O. May serving as vice chair.

Continuing to look ahead to 2012-13, the CU Foundation

is working closely with the university (and leading higher-
education consultant Grenzebach, Glier, and Associates)

to identify ways to optimize fundraising performance and
university partnerships in a critical era for philanthropic support.

For the first time last year, more than $100 million of CU’s
$2.8 billion budget flowed through the CU Foundation. By
comparison, the university received $130 million last year
from the state of Colorado, a figure that has diminished

in recent years. We are approaching a time in which CU
Foundation donors may contribute more to Colorado’s
largest public university than the state of Colorado itself,
putting added pressure on the CU Foundation to redouble
its efforts to create futures throughout and beyond the
University of Colorado.



Don’t retlre your dream.
Fund |t Wlt

Turn your dream of leaving a legacy gift into a reality by naming the
University of Colorado Foundation as a beneficiary of your IRA,
401(k), 403(b), insurance policy or commercial annuity.

Your dreams can support people, places and programs across
the university and what’s near and dear to your heart.

To learn more about how your IRA can fund your dream, contact our
Gift Planning Group 303.541.1335 or email planned.gifts@cufund.org.

@T University of Colorado
Foundation
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
University of Colorado Foundation
Boulder, Colorado

We have audited the accompanying statements of financial position of the University of Colorado
Foundation (the "Foundation") (a Colorado non-profit corporation) as of June 30, 2012 and 2011, and
the related statements of activities and cash flows for the years then ended. These financial statements
are the responsibility of the Foundation's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing 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 over financial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of University of Colorado Foundation as of June 30, 2012 and 2011, and the changes
in its net assets and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Ehrhardt Keefe Steiner & Hottman PC

October 31,2012
Denver, Colorado
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Financials

Consolidated Statements of Financial Position

As of June 30,

2012

2011

ASSETS

Current assets:
Cash and cash equivalents (Note 2)

$ 13,726,378

$ 14,347,869

Accounts receivable, net 323,823 84,471
Contributions receivable, net (Note 3) 16,424,657 16,460,803
Other assets 281,456 84,743
Total current assets 30,756,314 30,977,886
Noncurrent assets:
Contributions receivable, net (Note 3) 41,558,272 36,206,218
Investments (Notes 4, 5) 1,064,325,444 1,094,053,530
Assets held under split-interest agreements (Notes 4, 7) 58,264,127 61,927,882
Beneficial interest in charitable trusts held by others (Note 7) 5,278,368 4,015,661
Property and equipment, net (Note 8) 2,048,407 2,637,144

Total noncurrent assets

1,171,474,618

1,198,740,435

Total assets

$ 1,202,230,932

$ 1,229,718,321

LIABILITIES AND NET ASSETS

Current liabilities:

Accounts payable and accrued liabilities $ 2,226,227 $ 2,310,122
Accounts payable and accrued liabilities-University 6,780,011 7,953,848
Liabilities under split-interest agreements (Note 7) 3,540,031 3,774,197
Custodial funds (Note 2) 7,485,141 7,021,075
Deferred revenue (Note 2) 375,000 396,158
Capital lease liability (Note 10) 820,756 700,418
Total current liabilities 21,227,166 22,155,818
Noncurrent liabilities:
Funds held in trust for others (Note 7) 2,158,928 2,227,361
Liabilities under split-interest agreements, net of current portion (Note 7) 15,828,422 18,797,677
Custodial funds, net of current portion (Note 2) 240,035,973 240,039,639
Capital lease liability, net of current portion (Note 10) 1,214,262 2,032,491
Total noncurrent liabilities 259,237,585 263,097,168

Total liabilities

$ 280,464,751

$ 285,252,986

Commitments and contingencies (Notes 9, 13, 14)

Net assets: (Notes 6, 11, 12)

Unrestricted:
Designated 35,870,297 36,321,210
Undesignated 27,369,387 36,554,831
Total Unrestricted 63,239,684 72,876,041
Temporarily restricted 508,306,657 549,065,549
Permanently restricted 350,219,840 322,523,745
Total net assets 921,766,181 944,465,335

Total liabilities and net assets

$ 1,202,230,932

$ 1,229,718,321

See accompanying notes to consolidated financial statements.
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Consolidated Statement of Activities

Temporarily Permanently
Year ended June 30, 2012 Unrestricted Restricted Restricted Total
Support and revenue:
Contributions (Note 2) $ 39,260 $ 78,641,515 $ 28,560,159 $ 107,240,934
Net investment return (Notes 2, 5) 1,647,277 (7,126,356) (26,635) (5,505,714)
Development service fees from custodial
investments (Note 15) 13,465,757 (11,173,420) - 2,292,337
Development service fees from the University (Note 15) 5,100,000 - - 5,100,000
Change in value of split-interest agreements (Note 7) (82,505) 715,397 (799,861) (166,969)
Other revenue 1,017,518 559,131 12,453 1,589,102
Net change in endowments below historical gift value (144,821) 144,821 - -
(Notes 6, 11)
Other changes in net assets (1,133,881) 1,183,902 (50,021) -
Net assets released from purpose restrictions 103,703,882 (103,7083,882) - -
(Notes 2, 6, 11, 12)
Total support and revenue 123,612,487 (40,758,892) 27,696,095 110,549,690
Distributions and expenses:
Giifts and income distributed and applied 109,482,115 - - 109,482,115
Supporting services:
Development (Note 2) 15,613,472 - - 15,613,472
Administrative 8,253,257 - - 8,253,257
Total supporting services 23,766,729 - - 23,766,729
Total expenses and distributions 133,248,844 - - 133,248,844
Total change in net assets (9,636,357) (40,758,892) 27,696,095 (22,699,154)
Net assets, beginning of year 72,876,041 549,065,549 322,523,745 944,465,335
Net assets, end of year $ 63,239,684 $ 508,306,657 $ 350,219,840 $ 921,766,181

See accompanying notes to consolidated financial statements.
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Consolidated Statement of Activities

Temporarily Permanently
Year ended June 30, 2011 Unrestricted Restricted Restricted Total
Support and revenue:
Contributions (Note 2) $ 755,665 $ 84,733,047 $ 16,587,896 $ 102,076,608
Net investment return (Notes 2, 5) 19,472,289 103,590,294 98,911 123,161,494
Development service fees from custodial
Investments (Note 15) 13,062,059 (10,891,561) - 2,170,498
Development service fees from the University (Note 15) 5,100,000 - - 5,100,000
Change in value of split-interest agreements (Note 7) 111,636 2,044,567 2,999,687 5,155,890
Other revenue 919,170 24,307 - 943,477
Net change in endowments below historical gift value 2,154,830 (2,154,830) - -
(Notes 6, 11)
Other changes in net assets (1,079,960) 1,233,612 (158,652) -
Net assets released from purpose restrictions 96,992,689 (96,992,689) - -
(Notes 2, 6, 11, 12)
Total support and revenue 137,488,378 81,586,747 19,632,842 238,607,967
Distributions and expenses:
Gifts and income distributed and applied 98,402,359 - - 98,402,359
Supporting services:
Development (Note 2) 14,263,161 - - 14,263,161
Administrative 7,846,129 - - 7,846,129
Total supporting services 22,109,290 - - 22,109,290
Total expenses and distributions 120,511,649 - - 120,511,649
Total change in net assets 16,976,729 81,586,747 19,532,842 118,096,318
Net assets, beginning of year 55,899,312 467,478,802 302,990,903 826,369,017
Net assets, end of year $ 72,876,041 $ 549,065,549 $ 322,523,745 $ 944,465,335

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

Years ended June 30, 2012 2011
Cash flows from operating activities:
Change in net assets: (22,699,154) $ 118,096,318
Adjustments to reconcile change in net assets to net cash provided by operating activities:
Depreciation and amortization expense 627,867 631,078
Loss on disposal of property and equipment 8,878 1,496
Net realized and unrealized losses (gains) 10,200,938 (116,380,465)
Permanently restricted contributions (28,560,159) (16,587,896)
Change in value of split-interest agreements 166,969 (5,155,890)
Other changes in operating assets and liabilities:
Accounts receivable (239,352) 128,074
Contributions receivable, net (5,315,908) (6,086,939)
Other assets (196,713) 1,932,225
Beneficial interest in charitable trusts held by others (1,262,707) (125,488)
Accounts payable and accrued liabilities (including University) (1,257,732) 4,713,612
Custodial funds 460,400 41,026,233
Deferred revenue (21,158) (72,404)
Funds held in trust for others (68,433) 372,700
Net cash (used in) provided by operating activities (48,156,264) 22,492,654
Cash flows from investing activities:
Net sales (purchases) of investments 19,527,148 (49,624,694)
Net contributions under split-interest agreements 3,833,396 2,153,585
Purchase of property and equipment (148,008) (45,681)
Net cash provided by (used in) investing activities 23,212,536 (47,516,790)
Cash flows from financing activities:
Permanently restricted contributions 28,560,159 16,587,896
Payments on split-interest agreement obligations (3,540,031) (8,774,197)
Payments on capital lease liability (697,891) (611,035)
Net cash provided by financing activities 24,322,237 12,202,664
Net decrease in cash and cash equivalents (621,491) (12,821,472)
Cash and cash equivalents, beginning of year 14,347,869 27,169,341
Cash and cash equivalents, end of year 13,726,378 $ 14,347,869
Supplemental disclosures:
Cash paid for interest (interest expensed $277,189 and $331,530) 273,961 $ 346,936
Unrelated business income tax (refund) paid 9,400 (81,316)

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

1. ORGANIZATION

The University of Colorado Foundation (the Foundation) was incorpo-
rated in 1967 and is authorized by the Board of Regents of the
University of Colorado (the Regents) to solicit, receive, hold, invest,
and transfer funds for the benefit of the University of Colorado (the
University). The Foundation receives fee revenue from the University
pursuant to an Agreement for Development Services between the
Regents and the Foundation that has been renewed annually (see
Note 15).

In 1998, the Foundation established CU Foundation Holdings, Inc. as
a separate tax-exempt entity for the purpose of providing for the
acquisition, improvement, operation, maintenance and sale of real
and personal property from time to time for the ultimate benefit of the
University of Colorado Foundation in furtherance of its charitable pur-
poses. At June 30, 2012 and 2011, there was no property assets
held by CU Foundation Holdings, Inc.

In September 2009, the Foundation established CUF Boulder I, LLGC,
a Colorado limited liability company, whose sole member is the
Foundation. It was established for the purpose of purchasing a spe-
cific building near the University of Colorado Boulder (UCB). At June
30, 2012 and 2011, net property investments held by CUF Boulder I,
LLC totaled $21,960,945 and $22,323,717, respectively. The
University of Colorado Boulder has notified the Foundation that they
intend to purchase these property assets before June 30, 2013.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity and Principles of Consolidation

The accompanying consolidated financial statements include the
accounts of the University of Colorado Foundation, CU Foundation
Holdings, Inc., and CUF Boulder Il, LLC because the University of
Colorado Foundation has both control and an economic interest in
each of the organizations. All significant inter-company balances and
transactions have been eliminated in consolidation. Collectively, these
consolidated entities are hereinafter referred to as “the Foundation”
unless otherwise noted.

Basis of Accounting
The accompanying consolidated financial statements have been pre-
pared on the accrual basis of accounting.

Financial Statement Presentation

Financial statement presentation follows the requirements of the
Financial Accounting Standards Board (FASB). The net assets, sup-
port and revenue, program services, and supporting services in the
accompanying consolidated financial statements are classified based
on the existence or absence of donor-imposed restrictions (see Note
11). Accordingly, net assets of the Foundation and changes therein
are classified and reported as follows:

Unrestricted Net Assets — Net assets that are generally not sub-
ject to donor-imposed restrictions. In general, the unrestricted net
assets of the Foundation may be used at the discretion of the
Foundation’s management and board of directors to support the
Foundation’s purposes, operations, and mission.

Temporarily Restricted Net Assets — Net assets subject to donor-
imposed restrictions that may or will be met either through actions
of the Foundation and/or the passage of time. When a restriction
expires, temporarily restricted net assets are reclassified to unre-
stricted net assets and reported in the consolidated statements of
activities as net assets released from purpose restrictions.

Permanently Restricted Net Assets — Net assets subject to donor-
imposed restrictions that are maintained permanently by the
Foundation. Generally, the donors of these assets permit the
Foundation to use all or part of the income earned on related
investments for specific purposes.

Use of Estimates

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosure of contingent
assets and liabilities at the date of the financial statements, and the
reported amounts of support, revenue, expenses, and distributions
during the reporting period. Actual results could differ from those esti-
mates, and those differences could be material.

Cash and Cash Equivalents

For purposes of the consolidated statements of cash flows, the
Foundation considers all unrestricted cash and highly liquid invest-
ments with an initial maturity of three months or less, and that are not
held as components of the Foundation’s investment portfolio, to be
cash equivalents.

Financial Instrument Risk

Potential concentrations of credit risk include cash and cash equiva-
lents, investments, and contributions receivable. The Foundation
places temporary cash and money market accounts with creditwor-
thy, high-quality financial institutions. A significant portion of the funds
are not insured by the FDIC or related entity. Investments are made
primarily by investment managers engaged by the Foundation, and
the investments are monitored by management and the Investment
Policy Committee of the Board of Directors. Though the market val-
ues of investments are subject to fluctuation on a year-to-year basis,
management believes that the investment policy is prudent for the
long-term welfare of the Foundation. Collection risk associated with
contributions receivable is limited due to the large number of contrib-
utors comprising the Foundation’s contributor base, and historical
high-collectibility experience.

Contributions and Contributions Receivable

Contributions are recognized when a donor makes an unconditional
promise to give, and are recorded as contributions in the consolidat-
ed statement of activities.

Contributions receivable are recorded at their estimated net realizable
values, discounted using risk-free interest rates effective at the date of
the promise to give, if expected to be collected in more than one
year. Amortization of the discount is included in contribution revenue.
Subsequent to the initial recording of the contribution receivable, the
Foundation uses the allowance method to record amounts estimated
to be uncollectible. The allowance is based on the historical col-
lectibility of contributions promised to the Foundation and on man-
agement’s analysis of specific promises outstanding.

Annual Report | 13



Donated Property

Donated marketable securities and other non-cash donations includ-
ing land, buildings, and equipment are recorded as contributions at
their estimated fair values at the date of donation.

Investments

The Foundation records investment purchases at cost, or when con-
tributed to the Foundation, at the fair values of the investment assets
received at the date of contribution.

Investments in equity securities with readily determinable fair values
and all investments in debt securities are stated at their fair values in
the consolidated statement of financial position. The fair values of
alternative investments publicly traded on national security exchanges
are stated at their closing market prices at June 30, 2012 and 2011,
respectively. The fair values of alternative investments not publicly
traded on national security exchanges represent the Foundation’s
pro-rata interest in the net assets of each investment and are based
on financial information determined and reported by investment man-
agers, subject to review, evaluation, and adjustment by the manage-
ment of the Foundation, or on the basis of other information devel-
oped, obtained, and evaluated periodically by the Foundation.
Because of inherent uncertainties in the valuation of alternative invest-
ments, those estimated fair values may differ significantly from the val-
ues that would have been used had a ready market for the invest-
ments existed. Included in the investments portfolio are real estate
and note receivable assets. These assets are booked at cost and
present value, respectively.

Net investment return reported in the consolidated statement of activ-
ities consists of the Foundation’s distributive share of interest and divi-
dends, realized and unrealized capital gains and losses generated
from the Foundation’s investments, less investment and custodial fees
and the investment consultant fees. Restricted gains and investment
income are generally reported as increases to temporarily restricted
net investment return, and upon expiration of the restrictions, are
reclassified to unrestricted investment income.

Property and Equipment

Property and equipment is stated at cost, or fair value if donated, and
depreciated over the following estimated useful lives using the
straight-line method:

Estimated useful lives

Furniture, fixtures, equipment, and other 3-7 years
Leasehold and building improvements 5-30 years
Building 15-40 years

Expenditures for maintenance, repairs, and minor replacements are
charged to operations, and expenditures for major replacements and
betterments in excess of $5,000 are capitalized.

Long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not
be recoverable. If the expected future cash flow from the use of the
asset and its eventual disposition is less than the carrying amount of
the asset, an impairment loss is recognized and measured using the
asset’s fair value. No impairment was considered necessary at the
end of June 30, 2012 and 2011.
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Custodial Funds

The Foundation holds and invests certain endowment and other
funds in trust on behalf of the University. The Foundation also holds
funds on behalf of a separate nonprofit corporation.

Custodial funds held at June 30, 2012 consisted of the following:

University
of Colorado Other nonprofit Total
Endowment $ 118,653,420 $ 2,686,518 $ 121,339,938
Non-endowed 126,171,950 9,226 126,181,176
Total $ 244,825370 $ 2,695,744 $ 247,521,114

Custodial funds held at June 30, 2011 consisted of the following:

University
of Colorado Other nonprofit Total
Endowment $ 125,510,219 $ 2,770,225 $ 128,280,444
Non-endowed 118,770,971 9,299 118,780,270
Total $ 244,281,190 $ 2,779,524 $ 247,060,714

Deferred Revenue

Deferred revenue consists of revenue related to an affinity contract
with a bank. Royalties paid from this contract are recognized when
earned.

Fair Value Measurements

The Foundation follows FASB guidance surrounding fair value meas-
urements. This guidance requires use of a fair value hierarchy that pri-
oritizes the inputs to valuation techniques used to measure fair value
(see Note 4).

Functional Allocation of Expenses

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

Development Expenses

Development expenses inclu