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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Lincoln University Foundation, Inc.

We have audited the accompanying statements of financial position of Lincoln University Foundation, Inc.
(the Foundation), a component unit of Lincoln University, 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 U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our 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 Lincoln University Foundation, Inc. as of June 30, 2012 and 201 1, and the changes in its net
assets and its cash flows for the years then ended, in conformity with U.S. generally accepted accounting
principles.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplementary information on pages 13 through 20 is presented for purposes of additional
analysis and is not a required part of the basic 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 financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with U.S. generally accepted auditing standards. In our opinion, the information is fairly stated
in all material respects in relation to the basic financial statements as a whole.

Welliao- foopeey LLC

September 27, 2012

American Institute of Certified Public Accountants
Missouri Society of Certified Public Accountants

i Superior service. Creative solutions. Exceptional clients.
PKF North America



LINCOLN UNIVERSITY FOUNDATION, INC.

STATEMENTS OF FINANCIAL POSITION

June 30, 2012 and 2011

ASSETS
Cash and cash equivalents
Contributions receivable
Accrued investment income
Investments
Cash surrender value of life insurance

Total assets

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable
Note payable

Total liabilities

NET ASSETS
Unrestricted (deficit)
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

2012 2011
$ 459,921 $ 431,439
63,410 107,326
2,644 3,613
5,583,503 5,721,378
10,338 12,434
$ 6119816 $ 6,276,190
$ 10380 § 3,055
- 133,124
10,380 136,179
132,463 (59,436)
2,644,673 2,936,945
3,332,300 3,262,502
6,109,436 6,140,011
$ 6119816 $ 6,276,190

The notes to financial statements are an integral part of these statements.
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LINCOLN UNIVERSITY FOUNDATION, INC.

REVENUES AND OTHER SUPPORT
Contributions
Special events
Investment return
Other revenue

Total revenues
Net assets released from restrictions
Total revenues and other support

EXPENSES
Program
Scholarships
Direct payments
Total program expenses
Support Services
Management and general
Fundraising
Total support services expenses
Total expenses

Change in net assets
Net assets, beginning of year

Net assets, end of year

STATEMENT OF ACTIVITIES
Year Ended June 30, 2012

(with comparative totals for 2011)

Temporarily Permanently 2012 2011

Unrestricted Restricted Restricted Total Total
$ 264,677 $ 177,664 % 98,800 § 541,141 § 677,787
94,047 18,391 - 112,438 119,131
(41,612) (69,873) 12,198 (99,287) 1,072,250
3,608 130,408 - 134,016 118,003
320,720 256,590 110,998 688,308 1,987,171

590,062 (548,862) (41,200) - -

910,782 (292,272) 69,798 688,308 1,987,171
193,445 - - 193,445 222,135
300,812 - - 300,812 440,731
494,257 - - 494,257 662,866
76,473 - - 76,473 103,666
148,153 - - 148,153 103,923
224,626 - - 224,626 207,589
718,883 - - 718,883 870,455
191,899 (292,272) 69,798 (30,575) 1,116,716
(59,436) 2,936,945 3,262,502 6,140,011 5,023,295
$ 132,463 § 2,644,673 § 3,332,300 § 6,109,436 $ 6,140,011

The notes to financial statements are an integral part of these statements.
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LINCOLN UNIVERSITY FOUNDATION, INC.

STATEMENT OF ACTIVITIES

Year Ended June 30, 2011
Temporarily Permanently 2011
Unrestricted Restricted Restricted Total
REVENUES AND OTHER SUPPORT
Contributions $ 257,476 § 385,771  § 34,540 § 677,787
Special events 89,437 29,694 - 119,131
Investment return 64,233 934,171 73,846 1,072,250
Other revenue 118,003 - - 118,003
Total revenues 529,149 1,349,636 108,386 1,987,171
Net assets released from restrictions 537,492 (387,492) (150,000) -
Total revenues and other support 1,066,641 962,144 (41,614) 1,987,171
EXPENSES
Program
Scholarships 222,135 - - 222,135
Direct payments 440,731 - - 440,731
Total program expenses 662,866 - - - 662,866
Support Services
Management and general 103,666 - - 103,666
Fundraising 103,923 - - 103,923
Total support services expenses 207,589 - - 207,589
Total expenses 870,455 - - 870,455
Change in net assets 196,186 962,144 (41,614) 1,116,716
Net assets, beginning of year (255,622) 1,974,801 3,304,116 5,023,295
Net assets, end of year $ (59,436) § 2,936,945 § 3,262,502  $ 6,140,011

The notes to financial statements are an integral part of these statements.
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LINCOLN UNIVERSITY FOUNDATION, INC.

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2012 and 2011

2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets $§  (30,575) $ 1,116,716
Adjustments to reconcile increase in net assets to net

cash provided by operating activities:

Realized and unrealized (gains) losses on securities 248,503 (910,754)
(Increase) decrease in:
Accrued investment income 969 (528)
Contributions receivable 43,916 (56,610)
Cash surrender value of life insurance policies 2,096 (12,434)
Increase (decrease) in:
Accounts payable 7,325 2,122
Net cash provided by operating activities 272,234 138,512
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investment securities (1,675,427) (1,294,855)
Sales and maturities of investment securities 1,564,799 899,772
Net cash (used) by investing activities (110,628) (395,083)
CASH FLOWS FROM FINANCING ACTIVITIES:
Payment on long-term debt (133,124) (225,890)
Net cash (used) by financing activities (133,124) (225,890)
Change in cash and cash equivalents 28,482 (482,461)
Cash and cash equivalents, beginning of year 431,439 913,900
Cash and cash equivalents, end of year § 459921 § 431,439

SUPPLEMENTAL DISCLOSURES:
Cash paid for interest $ 3,901 § 11,047

The notes to financial statements are an integral part of these statements.
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LINCOLN UNIVERSITY FOUNDATION, INC.

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed by Lincoln University Foundation, Inc. are described below to
enhance the usefulness of the financial statements to the reader.

Organization: Lincoln University Foundation, Inc. (“the Foundation”) is a nonprofit corporation chartered
exclusively for educational purposes to promote charitable, cultural, educational, and scientific activities of
Lincoln University. The Foundation may solicit and receive gifts and manage those gifts and bequests for the
benefit of Lincoln University.

Basis of accounting: The financial statements have been prepared on the accrual basis of accounting,
whereby revenues are reported when earned and expenses are reported when incurred.

Financial statement presentation: The Foundation reports information regarding its financial position and
activities according to three classes of net assets: unrestricted, temporarily restricted, and permanently
restricted. The classification of net assets into these categories is based on the existence or absence of donor-
imposed restrictions, stipulations on use of a contributed asset that is more specific than broad limits resulting
from the Foundation's basic mission and environment in which it operates.

Temporary restrictions are donor-imposed stipulations that either expire by passage of time or can be fulfilled
and removed by actions of the Foundation pursuant to those stipulations. Permanent restrictions are donor
imposed stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by
actions of the Foundation. Assets without donor-imposed restrictions, including assets designated for specific
use by the Foundation's Board of Directors, are included in unrestricted net assets. When a restriction is
fulfilled or expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the statement of activities as net assets released from restrictions.

Permanently resiricted net assets released from restrictions: When a donor, with the Foundation’s Board of
Directors’ approval, wants all or a portion of a prior permanenitly restricted gift to be released from its
permanent restriction, permanently restricted net assets are reclassified to either unrestricted or temporarily
restricted net assets, depending on the donor’s revised request.

Functional classification: Expenses are grouped in the statement of activities according to the purpose for
which costs are incurred. Accordingly, certain costs have been allocated among the programs and supporting
activities benefited.

Cash and cash equivalents: For purposes of the Statement of Cash Flows, the Foundation considers all highly
liquid investments purchased with an original maturity of three months or less to be cash equivalents. The
Foundation maintains deposit accounts and overnight repurchase agreements with established financial
institutions. Overnight repurchase agreements totaled $416,000 and $498,000 at June 30, 2012 and 2011,
respectively. The Foundation requires that securities underlying repurchase agreements must have a fair
value of at least 100% of the cost of the repurchase agreement. The fair values of securities underlying
repurchase agreements are determined daily.

Valuation of investments: Investments in equity securities and debt securities are reported at fair value.
Realized and unrealized gains and losses are reported in the accompanying statement of activities.



Use of estimates: The preparation of financial statements in conformity with U.S. generally accepted
accounting principles (“GAAP”) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, and the reported amounts of revenues and expenses during the
period. Actual results could differ from those estimates.

The significant estimates affecting the financial statements are the net realizable value of contributions
receivable, the present values of contributions receivable based on expected future cash flows from donor
gifts, and the functional classifications of expenses.

Contributions revenue: The Foundation reports gifts of cash and other assets, including unconditional
promises to give from a donor, as contributions revenue when received. Conditional promises to give are
recognized as revenue when they become unconditional, that is, when the conditions are substantially met.

Income taxes: The Foundation is exempt from income taxes under Internal Revenue Code section 501(c)(3).
However, income from certain activities not directly related to the Foundation’s tax exempt purpose, if any,
would be subject to taxation as unrelated business income. The Foundation’s Form 990 and taxable status are
subject to examination by the Internal Revenue Service for open tax years, which as of the date of this report
are the years ended June 30, 2009 through 2012. Interest and penalties incurred, if any, related to the annual
Form 990 or unrelated business income tax filings are reported within management and general expenses in
the accompanying statement of activities.

Subsequent events: Events that occurred subsequent to June 30, 2012 have been evaluated through September
27,2012, which is the date the financial statements were available to be issued.

Other Significant Accounting Policies: Other significant accounting policies are set forth in the following
notes.

2. CONTRIBUTIONS

Pledges by donors, including unconditional promises to give, are recognized as revenues in the period in
which the pledges are made, at their estimated net realizable values. Pledges which are conditional promises
to give are recognized as revenues at their estimated net realizable value in the period in which the conditions
are met. Contributions receivable at June 30, were as follows:

2012 2011
Contributions due within one year $ 41,479 $ 83,031
Contributons due in one through five years 31,800 44,300
Total contributions receivables 73,279 127,331
Less discounts to net present value (1,376) (2,520)
Less allowance for uncollectible pledges (8,493) (17,485)
Net contributions receivable $ 63,410 $ 107,326

A discount rate of 3% was used to estimate the net present value of future cash flows from collection of
contributions pledged during the years ended June 30, 2012 and 2011.

Under GAAP, contributions of services should be recognized in the financial statements if the services
received create or enhance nonfinancial assets or if the services require specialized skills, are provided by
individuals possessing those skills, and would typically need to be purchased if not provided by donation.
The Foundation received contribution of employee services from Lincoln University meeting the
aforementioned criteria during the years ended June 30, 2012 and 201 1, with an estimated value of $175,560
for each year, which is recognized in these financial statements.



3. INVESTMENTS
The Foundation contracts with an investment manager to buy, sell, and hold investment securities under the
Foundation’s investment policy guidelines. The Foundation’s main investment strategy has been to maximize

the total return to meet general endowment and operating needs.

The aggregate amount of investments summarized by major type at June 30, 2012 and 2011 was as follows:

2012 2011
Fair Fair
Cost Value Cost Value
Money market funds $ 120,838 $ 120,838 §$ 72,210 % 72,210
Fixed income securities 1,482,607 1,566,361 1,528,013 1,560,573
Equity securities 3,973,430 3,896,304 3,750,220 4,088,595
Total investments $ 5,576,875 § 5,583,503 $ 5,350,443 § 5,721,378

Investment return consisted of the following for the years ended June 30, 2012 and 2011:

2012 2011
Dividends and interest $ 149,216 § 161,496
Realized gains and losses 128,387 510,999
Unrealized gains and losses (376,890) 399,755
Investment return $  (99,287) $ 1,072,250

4. FAIR VALUE OF FINANCIAL INSTRUMENTS

For assets and liabilities required to be reported at fair value, GAAP prescribes a framework for measuring
fair value and financial statement disclosures about fair value measurements. A fair value hierarchy has been
established that distinguishes between market participant assumptions based on market data obtained from
sources independent of the Foundation (observable inputs that are classified within Levels 1 and 2 of the
hierarchy) and the Foundation’s own assumptions about market participant assumptions (unobservable inputs
classified within Level 3 of the hierarchy).

The fair value hierarchy as prescribed by GAAP is as follows:

Level 1 Valuation is based upon quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Foundation has the ability to access.

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

Level 3 Valuation is generated from model-based techniques that use at least one significant
assumption based on unobservable inputs for the asset or liability, which are typically
based on an entity’s own assumptions, as there is little, if any, related market activity.



In instances where the determination of the fair value measurement is based on inputs from different levels of
the fair value hierarchy, the level in the fair value hierarchy within which the entire fair value measurement
falls is based on the lowest level input that is significant to the fair value measurement in its entirety. The
Foundation’s assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment and considers factors specific to the asset or liability.

The Foundation’s assets measured at fair value on a recurring basis as of June 30, 2012 and 201 1, aggregated
by the level in the fair value hierarchy within which those measurements fall, were as follows:

2012 Total Level 1 Level 2 Level 3
Description

Money market funds $§ 120,838 $ 120,838 § - $ -
Certificates of deposit 36,982 - 36,982 -
State and municipal bonds 235,315 - 235,315 -
Fixed income mutual funds 1,294,065 1,294,065 - -

Equity mutual funds
Growth funds 793,320 793,320 - -
Mid-cap blend funds 98,250 98,250 - -
Value funds 1,218,369 1,218,369 - -
Index funds 624,124 624,124 - -
International funds 654,732 654,732 - -
Emerging markets funds 507,508 507,508 - -
Total equity mutual funds 3,896,303 3,896,303 - -
Total investments $ 5,583,503 $ 5311,206 $ 272297 $ -
2011 Total Level 1 Level 2 Level 3

Description

Money market funds $ 72,210 $ 72,210  $ - $ -
Fixed income mutual funds 1,560,573 1,560,573 - -

Equity mutual funds
Growth funds 492,266 492,266 - -
Value funds 957,299 957,299 - -
Index funds 1,083,033 1,083,033 - -
International funds 1,011,658 1,011,658 - -
Emerging markets funds 544,339 544,339 - -
Total equity mutual funds 4,088,595 4,088,595 - -
Total investments § 5721378 $ 5,721,378 $ - $ -




5. NOTE PAYABLE

The Foundation had a note payable to a local financial institution scheduled to mature in March 2013. The
Foundation retired this note late in fiscal year 2012. The note had a floating interest rate equal to the prime
rate minus 1/2%, with a floor of 4%, and the note was secured by investments owned by the Foundation.
Interest expense totaled $3,901 and $11,047 for the years ended June 30, 2012 and 2011, respectively, and is
included in fundraising expense in the accompanying statement of activities. The note proceeds were used for
the Soldiers’ Memorial Plaza Project at Lincoln University.

6. NATURE OF RESTRICTIONS ON NET ASSETS

Net assets are restricted for the following purposes as of June 30, 2012 and 2011, as stipulated by donors:

At June 30, 2012

Temporarily ~ Permanently
Restricted Restricted

Scholarships for Lincoln University students $ 2,298,616 $§ 3,322,300
KJLU radio station 149,016 -
Lincoln University athletic programs 33,187 -
Lincoln University academic departments 33,271 -
Other Lincoln University programs 15,308 -
Lincoln University capital projects maintenance 27,999 -
General assistance for Lincoln University students 2,070 -
Loan funds for Lincoln University students 2,214 10,000
Promised to give in future years 16,094 -
General support of Lincoln University 66,898 -

$ 2,644,673 $ 3,332,300

At June 30, 2011

Temporarily

Permanently

Restricted Restricted

Scholarships for Lincoln University students $ 2,509,056 $ 3,252,502
KJLU radio station 140,015 -
Lincoln University athletic programs 31,346 -
Lincoln University academic departments 45,572 -
Other Lincoln University programs 11,251 -
Lincoln University capital projects maintenance 5,394 -
General assistance for Lincoln University students 3,014 -
Loan funds for Lincoln University students 2,996 10,000
Promised to give in future years 99,736 -
General support of Lincoln University 88,565 -

§ 2,936,945 $ 3,262,502
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7. ENDOWMENT FUNDS

The Foundation’s endowment consists of approximately 50 individual funds established for a variety of
purposes and a general endowment pool.

Interpretation of Relevant Law

The Board of Directors of the Foundation has interpreted the Uniform Prudent Management of Institutional
Funds Act (UPMIFA) as requiring the preservation of the fair value of the ori ginal gift as of the gift date of
the donor-restricted endowment funds, absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Foundation classifies as permanently restricted net assets; the original value of gifts
donated to the permanent endowment and accumulations to the permanent endowment made in accordance
with the direction of the applicable Memorandum of Understanding at the time the accumulation is added to
the fund. The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA.
In accordance with UPMIFA, the Foundation considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds: the duration and preservation of the fund; the
purposes of the Foundation and the donor-restricted endowment fund; general economic conditions; the
possible effect of inflation and deflation; the expected total return from income and the appreciation of
investments; other resources of the Foundation; and the investment policies of the Foundation.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment funds may
fall below the level that the donor requires the Foundation to retain as a fund of perpetual duration. As of
June 30, 2012 and 2011, deficiencies of this nature totaled $29,775 and $3,096, respectively. These
deficiencies resulted from unfavorable market fluctuations.

Return Objectives and Risk Parameters

The Lincoln University Foundation follows a balanced investment approach, investing in stocks and equity
funds for growth and dividends, and in bonds primarily for interest income. The Foundation takes a long-
term view to investing, guided by its Investment Policy. The Investment Policy considers the Foundation’s
need for growth and for income, and also considers the Foundation’s spending requirements. The policy
emphasizes the importance of diversification of investments to lessen the risk of loss.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Foundation’s long-term allocation targets are 50% to
U.S. Equity, 30% to International Equity and 20% to Fixed Income, with some flexibility in the ranges in

accordance with the manager’s view of changing market conditions. The Foundation targets a diversified
asset allocation that places a greater emphasis on equity-based investments to achieve its long-term return
objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Foundation utilizes a spending rate approach to appropriate endowment earnings for scholarships and
awards. For the fiscal years ended June 30, 2012 and 2011, the Board of Directors authorized a withdrawal
rate of 4% of the endowment’s average fair value, limited to the temporarily restricted portion of the
endowment. In establishing this policy, the Foundation considered the long-term expected return on its
endowment. This approach is reviewed annually by the Board of Directors and may be adjusted if economic
conditions increase or decrease the overall levels of donations and earnings realized by the endowment.
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Endowment Financial Information

The composition of the Foundation’s endowment by net asset classification for the years ended June 30, 2012
and 2011, and the reconciliation of the beginning and ending balances for the years then ended, were as

follows:

2012
Donor-restricted endowment funds
Balance, June 30, 2012

Balance, July 1, 2011
Contributions
Investment return, net
Appropriations for expenditures
Released from permanently restricted
Balance, June 30, 2012

2011
Donor-restricted endowment funds
Balance, June 30, 2011

Balance, July 1,2010
Contributions
Investment return, net
Appropriations for expenditures

Released from permanently restricted
Balance, June 30, 2011

Temporarily ~ Permanently
Unrestricted Restricted Restricted Total
$ - $ 1,957,214 § 3,332,300 5,289,514
$ - $ 1,957,214 § 3,332,300 5,289,514
Temporarily =~ Permanently
Unrestricted Restricted Restricted Total
$ - § 2,170,160 § 3,262,502 5,432,662
- 120,149 98,800 218,949
- (69,873) 12,198 (57,675)
- (304,422) - (304,422)
- 41,200 (41,200) -
$ - $ 1,957,214 $ 3,332,300 5,289,514
Temporarily =~ Permanently
Unrestricted Restricted Restricted Total
$ - $ 2,170,160 $§ 3,262,502 5,432,662
$ - $ 2,170,160 $ 3,262,502 5,432,662
Temporarily ~ Permanently
Unrestricted Restricted Restricted Total
$ - $ 1,123,284 § 3,304,116 4,427,400
- 70,652 34,540 105,192
- 922,153 73,846 995,999
- (95,929) - (95,929)
- 150,000 (150,000) -
$ - $ 2,170,160 § 3,262,502 5,432,662
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LINCOLN UNIVERSITY FOUNDATION, INC.

SCHEDULE OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2012

Program Management
University Programs / Expenses Services Fundraising and General Total
Scholarships/Awards $ 193,445 § - $ - 193,445
Conferences/Competitions/Events 9,588 - - 9,588
Athletics 60,897 - - 60,897
Discretionary Accounts 136,110 - - 136,110
Fund Raising Expenses - 105,290 - 105,290
Audit Fees - - 8,300 8,300
Bank Charges - - 2,389 2,389
Insurance/Bonding - - 1,889 1,889
Interest - 3,901 - 3,901
Office Expense and Supplies - - 12,702 12,702
Printing/Postage - - 5,718 5,718
Professional Fees ** 94217 38,962 42,381 175,560
Provision for Uncollectible Accounts - - (8,992) (8,992)
Travel - - 11,992 11,992
Miscellaneous Expense - - 94 94
Total Expenses $ 494257  $ 148,153  $ 76,473 718,883
68.8% 20.6% 10.6% 100.0%

** LU Advancement Staff in-kind gift
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