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INDEPENDENT AUDITOR’S REPORT 
 
 
 
The Board of Trustees 
North Dakota State University Development Foundation 
Fargo, North Dakota 
 
 
We have audited the accompanying statements of financial position of North Dakota State University 
Development Foundation (a North Dakota non-profit corporation) as of June 30, 2009 and 2008, 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 audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the Foundations internal control over 
financial reporting. Accordingly, we do not express such an 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 report dated October 2, 2008, our opinion on the 2008 financial statements was qualified because of a 
departure from generally accepted accounting principles since the Organization did not record unconditional 
promises to give and split interest trusts held by others. As described in Note 14 to the financial statements, the 
Organization has restated its 2008 financial statements to conform with generally accepted accounting principles. 
Accordingly, our present opinion on the 2008 financial statements, as presented herein, is different from that 
expressed in our previous report. 
 
In our opinion the financial statements referred to above present fairly, in all material respects, the financial 
position of North Dakota State University Development Foundation as of June 30, 2009 and 2008, and the 
changes in net assets and its cash flows for the years then ended in conformity with accounting principles 
generally accepted in the United States of America. 
 
 

 
 
 
Fargo, North Dakota 
March 17, 2010 
 



NORTH DAKOTA STATE UNIVERSITY DEVELOPMENT FOUNDATION 
STATEMENTS OF FINANCIAL POSITION 
JUNE 30, 2009 AND 2008 
 
 

See Notes to Financial Statements 2 

2009 2008
(as restated)

ASSETS

Cash and cash equivalents 7,838,157$          15,339,859$        
Investments 82,875,334          106,124,688
Receivables

Unconditional promises to give 7,617,757 9,456,886            
Interest  18,003                 28,236
Contracts for deed and notes 1,441,840            1,522,954
Other 2,365,012            2,161,648

Prepaid expenses 45,844                 80,075
Cash surrender value of life insurance 542,540               518,456
Split interest trusts held by others, net 770,126               1,016,961
Real estate and equipment held for investment or
  future development, net of accumulated depreciation  37,133,447          30,619,518
Property and equipment, net of accumulated depreciation 5,850,105            6,169,478

Total assets 146,498,165$      173,038,759$      

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued liabilities 1,642,738$          2,559,614$          
Cash and cash equivalents held for others 566,037               528,719
Investments held for others 94,346 119,825
Gift annuities and life income agreements 6,194,691            7,381,134
Notes and bonds payable 25,152,692          27,130,997

Total liabilities 33,650,504          37,720,289          

NET ASSETS
Donor restricted

Temporarily restricted 22,897,759 29,417,151          
Permanently restricted 85,296,947 89,232,159          

Unrestricted 4,652,955 16,669,160          

Total net assets 112,847,661        135,318,470        

Total liabilities and net assets 146,498,165$      173,038,759$      

 



NORTH DAKOTA STATE UNIVERSITY DEVELOPMENT FOUNDATION 
STATEMENTS OF ACTIVITIES 
YEARS ENDED JUNE 30, 2009 AND 2008 
 
 

See Notes to Financial Statements 

2009

Restricted Net Assets
Unrestricted

Temporarily Permanently Net Assets TOTAL

REVENUE AND OTHER SUPPORT
Gifts 5,069,020$      5,483,185$      604,196$         11,156,401$        
Liabilities to income beneficiaries -                       (211,434)          -                       (211,434)             

5,069,020        5,271,751        604,196           10,944,967          

Investment income 584,806           5,286               4,092,232        4,682,324            
Realized gains (losses) (2,075,357)       (8,889)              25,983             (2,058,263)          
Unrealized appreciation (depreciation) (52,461)            (9,636,420)       (12,716,583)     (22,405,464)        
Change in split interest agreements (29,837)            609,556           -                       579,719               
Liquidating and receipting incomes (fees) (543,515)          (98,847)            642,362           -                          
Other income -                       279                  961,347           961,626               

 2,952,656        (3,857,284)       (6,390,463)       (7,295,091)          
Net assets released from restrictions (7,725,207)       -                       7,725,207        -                          

(4,772,551)       (3,857,284)       1,334,744        (7,295,091)          

EXPENSES
Program service    

Gifts, grants, scholarships -                       -                       4,656,981        4,656,981            
NDSU departmental expenses,  
  building and equipment purchases -                       -                       3,556,203        3,556,203            

Support service  
 Administrative and general expenses -                       -                       5,294,301        5,294,301            

Direct investment expenses -                       -                       322,682           322,682               
Depreciation and depletion -                       -                       1,345,551        1,345,551            

-                       -                       15,175,718      15,175,718          

CHANGE IN NET ASSETS (4,772,551)       (3,857,284)       (13,840,974)     (22,470,809)        

NET TRANSFERS (1,746,841)       (77,928)            1,824,769        -                          

NET ASSETS, BEGINNING OF YEAR
as restated 29,417,151      89,232,159      16,669,160      135,318,470        

 
NET ASSETS, END OF YEAR 22,897,759$    85,296,947$    4,652,955$      112,847,661$      
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2008

Restricted Net Assets
Unrestricted

Temporarily Permanently Net Assets TOTAL

REVENUE AND OTHER SUPPORT
Gifts 8,053,890$      6,103,053$      450,787$         14,607,730$        
Liabilities to income beneficiaries -                       (1,119,270)       -                       (1,119,270)          

8,053,890        4,983,783        450,787           13,488,460          

Investment income 1,453,339        10,036             3,663,716        5,127,091            
Realized gains (losses) 11,481,009      (13,224)            131,032           11,598,817          
Unrealized appreciation (depreciation) (4,302)              (1,641,750)       (14,908,754)     (16,554,806)        
Change in split interest agreements (16,095)            705,959           -                       689,864               
Liquidating and receipting incomes (fees) (601,604)          -                       601,604           -                          
Other income -                       15,300             949,896           965,196               

20,366,237      4,060,104        (9,111,719)       15,314,622          
Net assets released from restrictions (7,567,041)       -                       7,567,041        -                          

12,799,196      4,060,104        (1,544,678)       15,314,622          

EXPENSES
Program service    

Gifts, grants, scholarships -                       -                       4,199,122        4,199,122            
NDSU departmental expenses,  
  building and equipment purchases -                       -                       3,035,602        3,035,602            

Support service  
 Administrative and general expenses -                       -                       4,920,141        4,920,141            

Direct investment expenses -                       -                       234,015           234,015               
Depreciation and depletion -                       -                       1,176,270        1,176,270            

-                       -                       13,565,150      13,565,150          

CHANGE IN NET ASSETS 12,799,196      4,060,104        (15,109,828)     1,749,472            

NET TRANSFERS (8,645,602)       4,515,167        4,130,435        -                          

NET ASSETS, BEGINNING OF YEAR
as restated 25,263,557      80,656,888      27,648,553      133,568,998        

NET ASSETS, END OF YEAR 29,417,151$    89,232,159$    16,669,160$    135,318,470$      

(as restated)

 



NORTH DAKOTA STATE UNIVERSITY DEVELOPMENT FOUNDATION 
STATEMENTS OF CASH FLOWS 
YEARS ENDED JUNE 30, 2009 AND 2008 
 
 

See Notes to Financial Statements 4 

2009 2008
(as restated)

 OPERATING ACTIVITIES
Change in net assets (22,470,809)$     1,749,472$         
Charges and credits to change in assets not affecting cash  

Depreciation and depletion 1,345,551           1,176,270           
Net realized and unrealized (gain) loss on investments 24,463,727         5,082,749           
(Gain) loss on sale of property and equipment 16,695                (124,415)            
Permanently restricted gifts and investment income (5,271,751)         (5,069,493)         

Changes in operating assets and liabilities
Unconditional promises to give 1,839,129           (802,770)            
Receivables (193,131)            570,056              
Prepaid expenses 34,231                (681)                   
Accounts payable and accrued liabilities (1,336,750)         (245,809)            
Cash and cash equivalents held for others 37,318                215,396              
Investments held for others (25,479)              (14,712)              
Gift annuities and life income agreements (1,186,443)         394,637              

NET CASH (USED FOR) FROM OPERATING ACTIVITIES (2,747,712)         2,930,700           

INVESTING ACTIVITIES
Proceeds from the sale of investments and gifts 22,547,419         53,514,677         
Purchases and gifts of investments, including
  real estate and equipment held for investments (30,810,509)       (70,003,289)       
Issuance of notes and contracts receivable -                         (170,000)            
Receipts on notes and contracts receivable 81,114                89,400                
Proceeds from the sale of property and equipment 39,250                182,950              
Property and equipment purchases (127,461)            (258,817)            
Change in cash surrender value of life insurance (24,084)              (15,994)              
Change in funds held by others 246,835              123,937              

NET CASH USED FOR INVESTING ACTIVITIES (8,047,436)         (16,537,136)       

 FINANCING ACTIVITIES
Permanently restricted gifts and investment income 5,271,751           5,069,493           
Proceeds from issuance of bonds and notes payable 900,000              18,520,000         
Principal payments on bonds and notes payable (2,878,305)         (2,298,271)         
 

NET CASH FROM FINANCING ACTIVITIES 3,293,446           21,291,222         

NET CHANGE IN CASH AND CASH EQUIVALENTS (7,501,702)         7,684,786           

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 15,339,859         7,655,073           

CASH AND CASH EQUIVALENTS AT END OF YEAR 7,838,157$         15,339,859$       

SUPPLEMENTAL DISCLOSURES
  OF CASH FLOW INFORMATION

Cash paid during the year for interest 1,235,511$         931,619$            

 



NORTH DAKOTA STATE UNIVERSITY DEVELOPMENT FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2009 AND 2008 
 
 

(continued on next page) 5 

NOTE 1 -  PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES 
 
Principal Activity 
 
North Dakota State University Development Foundation (Foundation) is a North Dakota nonprofit corporation 
established for the purpose of providing financial and other assistance to North Dakota State University and 
management of related assets.  
 
Basis of Accounting 
 
The financial statements of the Foundation have been prepared on the accrual basis of accounting and 
accordingly reflect all significant receivables, payables and other liabilities with the exception of pledges and 
contributions receivable. 
 
Concentration of Credit Risk 
 
The Foundation maintains cash balances at various institutions. Periodically, balances in these accounts are 
temporarily in excess of federally insured limits. 
 
Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenue and expenses during the reporting period. Actual results could differ from those estimates. 
 
Cash Equivalents 
 
The Foundation considers all highly liquid investments with a maturity of three months or less when purchased to 
be cash equivalents. Restricted cash consists of money held in money market funds and held on behalf of other 
organizations or held until donor imposed restrictions expire. 
 
Promises to Give 
 
Unconditional promises to give are recognized as revenues or gains in the period received and as assets, decreases of 
liabilities, or expenses depending on the form of the benefits received. Conditional promises to give are recognized 
only when the conditions on which they depend are substantially met and the promises become unconditional. 
 
Other Receivables 
 
Other receivables relate to amounts that the Foundation has contributed for portions of its downtown campus. 
These receivables will be collected when the related property is contributed back to the Foundation, which is 
expected after the tax credits from the project have been realized. 
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Investments 
 
The Foundation carries investments in marketable securities with readily determinable fair values and all 
investments in debt securities at their fair values in the Statements of Financial Position. Unrealized gains and 
losses are included in the change in net assets in the accompanying Statements of Activities. The Foundation 
carries its real estate investments at the fair market value as of the dates the investments were donated to or 
purchased by the Foundation. 
 
Certain funds have been pooled for ease of management and to achieve greater diversification in investments. 
 
Earnings on investments are allocated to individual accounts at rates determined by the Board of Trustees. The 
Board designates a portion of the Foundation’s cumulative investment return for support of current operations. 
The remainder is retained to support future Foundation programs and to offset potential market declines.  
 
Fair Value Measurements 
 
The Company has determined the fair value of certain assets and liabilities in accordance with the provisions of 
FASB Statement No. 157, Fair Value Measurements, which provides a framework for measuring fair value under 
generally accepted accounting principles. 
 
Statement No. 157 defines fair value as the exchange price that would be received for an asset or paid to transfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction between market participants on the measurement date. SFAS 157 requires that valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. SFAS 157 also establishes a 
fair value hierarchy, which prioritizes the valuation inputs into three broad levels. 
 

• Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that 
the reporting entity has the ability to access at the measurement date.  

• Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable 
for the related asset or liability.  

• Level 3 inputs are unobservable inputs related to the asset or liability. 
 
Property and Equipment 
 
Property and equipment received as support are stated at the fair market value at the time of the gift or at cost if 
purchased. Depreciation is provided using the straight-line method over the following estimated useful lives: 
 

Buildings and improvements 5-50 years
Office furniture and equipment 5-10 years
Computer software 3-5 years

Real Estate Held for Investment or Future Development 
 
Real estate held for investment or future development is stated at the fair market value at the time of the gift or at 
cost if purchased. Depreciation is provided using the straight-line method over 15-31.5 years.  
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Cash and cash equivalents held for others 
 
Cash and cash equivalents held for others consists of funds held and invested for various University departments 
and organizations. 
 
Investments held for others 
 
Investments held for others represent the portion of charitable remainder unitrusts for which the Foundation holds 
the assets, but is not the beneficiary. 
 
Contributions 
 
Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support, 
depending on the existence or nature of any donor restrictions. 
 
Donor restricted support is reported as an increase in temporarily or permanently restricted net assets. When a 
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the 
Statements of Activities as net assets released from restrictions. 
 
Donated Services 
 
Many individuals, including board members, have contributed significant amounts of time to activities of the 
Foundation without compensation. Volunteers also donate services for periodic fund-raising drives, such as the 
Bison Bidder's Bowl. During the years ended June 30, 2009 and 2008, the value of contributed services meeting 
the requirement for recognition in the financial statements was not material and has not been recorded. 
 
Donated Assets 
 
Donated property, marketable securities and other non-cash donations are recorded as contributions at their 
estimated market value at the date of the donation. Such donations are reported as unrestricted support unless the 
donor has restricted the donated asset to a specific purpose. Assets donated with explicit restrictions regarding 
their use and contributions of cash that must be used to acquire property and equipment are reported as restricted 
support. The Foundation reclassifies temporarily restricted net assets to unrestricted net assets when the restriction 
has been fulfilled. 
 
Tax Exempt Status 
 
The Internal Revenue Service has ruled that the Foundation is a publicly supported organization under Internal 
Revenue Code Section 501(c)(3), and is classified as an organization, which is not a private foundation. 
Accordingly the Foundation is not subject to federal income taxes. 
 
In July 2006, Financial Interpretation No. 48, Accounting for Uncertainty in Income Taxes, (FIN No. 48) was 
issued. Subsequent to its original issuance, the effective date of its implementation for nonpublic enterprises has 
been deferred, and is currently deferred for nonpublic entities until years beginning after December 15, 2008. The 
Company has elected to defer implementation of FIN No. 48, as allowable. 
 
The Company undergoes an annual analysis of its various tax positions, assessing the likelihood of those positions 
being upheld upon examination with relevant tax authorities, as defined by FIN No. 48. 
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Subsequent Events 
 
The Foundation has evaluated subsequent events through March 17, 2010, the date which the financial statements 
were available to be issued. 
 
Restrictions on Net Assets 
 
The Foundation records its activities in the following classes: 
 
Temporarily Restricted Net Assets represent resources currently available for use for those operating purposes 
specified by the donor or restricted by the donor for a specified period. Temporarily restricted net assets are 
available for the following purposes: 
 

2009 2008
(as restated)

Scholarships 4,098,389$        5,415,805$        
NDSU departmental expenses 6,502,191          8,417,417          
NDSU buildings and equipment 11,998,600        15,153,485        
Foundation operations 298,579              430,444             

22,897,759$      29,417,151$      
    

Permanently Restricted Net Assets represent gifts and bequests which have been accepted with the donor-
stipulation that the principal be maintained intact in perpetuity with only the income to be utilized. The Board of 
Trustees may reinvest part of the earnings to increase the Endowment. Permanently restricted net assets are 
dedicated to support the following purposes: 
 

2009 2008
(as restated)

Scholarships 47,335,259$      47,516,293$      
NDSU departmental expenses 30,971,099        32,972,643        
Foundation operations 6,990,589          8,743,223          

85,296,947$      89,232,159$      
    

Unrestricted Net Assets represent resources over which the Board of Trustees has discretionary control. 
 
Operating Reserve 
 
Excess funds from operations of the general fund are transferred to a temporarily restricted fund during the year to 
be used to support operations in subsequent years when income does not meet budgeted expenses. This account is 
shown as unrestricted for reporting purposes. The operating reserve is to be accumulated to $250,000. The operating 
reserve had a $0 and $250,000 balance at June 30, 2009 and 2008, respectively. 
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Statement of Cash Flows – Non-Cash Transactions 
 
The Foundation had the following non-cash transactions during 2009 and 2008: 
 

2009 2008

Securities received as gifts 640,311$           2,903,457$        
Real estate received as gifts 85,000               495,000             
Purchases of real estate held for  
  investments included in accounts payable 419,874             2,133,572          

 
NOTE 2 -  UNCONDITIONAL PROMISES TO GIVE 
 
Unconditional promises to give are contributions to be received by the Foundation in future years. These promises 
are reflected at the present value of estimated future cash flows using a discounted rate based on the Mid-Term 
AFR at the date of pledge ranging from 2.25%-5% as of June 30, 2009 and 3.2%-5% as of June 30, 2008. 
Management has reduced unconditional promises to give by a 5% allowance for uncollectible pledges. Maturities 
are as follows: 
 

Receivables in less than one year 2,415,694$        
Receivable in one to five years 5,346,674          
Receivable in more than five years 1,129,650          

8,892,018          
Less allowance for uncollectible (444,601)            
Less present value discounting (829,660)            

7,617,757$        
  

Conditional promises to give are only payable upon the occurrence of uncertain future events and therefore are 
not recorded in the accompanying financial statements. 
 
 
NOTE 3 -  FAIR VALUE OF ASSETS 
 
Assets measured at fair value on a recurring basis at June 30, 2009 and 2008, respectively, are as follows: 
 

2009 2008

Cash Awaiting Transfer 545,722$           -$                       
Certificate of Deposit 75,000               200,099             
Corporate Bonds and Mutual Fund 12,927,305        16,686,930        
Corporate Equity Stocks and Mutual Fund 52,100,758        65,534,207        
Government Securities 141,134             643,939             
Commercial Paper 312,465             636,739             
Commodity Fund 2,325,097          4,511,802          
Private Stock 15,000               15,000               
Hedge Fund 3,205,279          4,986,841          
Mineral Interests 115,113             126,253             
Partnership Fund 10,055,032        10,712,696        
Real Estate Fund 1,057,429          2,070,182          

82,875,334$      106,124,688$    
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The related fair values of these assets and liabilities are determined as follows: 
 

June 30, 2009 Level 1 Level 2 Level 3 Total

Assets
Investments

Cash Awaiting Transfer 545,722$           -$                       -$                       545,722$           
Certificate of Deposit 75,000               -                         -                         75,000               
Corporate Bonds 
  and Mutual Fund 2,807,228          10,120,077        -                         12,927,305        
Corporate Equity Stocks 
  and Mutual Fund 14,863,182        37,237,576        -                         52,100,758        
Government Securities 96,706               44,428               -                         141,134             
Commercial Paper -                         312,465             -                         312,465             
Commodity Fund -                         2,020,949          304,148             2,325,097          
Private Stock -                         15,000               -                         15,000               
Hedge Fund -                         -                         3,205,279          3,205,279          
Mineral Interests -                         -                         115,113             115,113             
Partnership Fund -                         -                         10,055,032        10,055,032        
Real Estate Fund -                         -                         1,057,429          1,057,429          

Unconditional  
  Promises to Give -                         -                         7,617,757          7,617,757          
Split interest agreements -                         -                         770,126             770,126             

18,387,838$      49,750,495$      23,124,884$      91,263,217$      

Liabilities
Obligations under split
  interest agreements -$                       -$                       6,194,691$        6,194,691$        
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The related fair values of these assets and liabilities are determined as follows: 
 

June 30, 2008 Level 1 Level 2 Level 3 Total

Assets
Investments

Certificate of Deposit 200,099$           -$                       -$                       200,099$           
Corporate Bonds 3,314,230          13,372,700        -                         16,686,930        
  and Mutual Fund
Corporate Equity Stocks 19,408,244        46,125,963        -                         65,534,207        
  and Mutual Fund
Government Securities 96,294               547,645             -                         643,939             
Commercial Paper -                         636,739             -                         636,739             
Commodity Fund -                         3,570,189          941,613             4,511,802          
Private Stock -                         15,000               -                         15,000               
Hedge Fund -                         -                         4,986,841          4,986,841          
Mineral Interests -                         -                         126,253             126,253             
Partnership Fund -                         -                         10,712,696        10,712,696        
Real Estate Fund -                         -                         2,070,182          2,070,182          

Unconditional  
  Promises to Give -                         -                         9,456,886          9,456,886          
Split interest agreements -                         -                         1,016,961          1,016,961          

23,018,867$      64,268,236$      29,311,432$      116,598,535$    

Liabilities
Obligations under split
  interest agreements -$                       -$                       7,381,134$        7,381,134$        

The fair value for certificates of deposits, corporate bonds and mutual funds, corporate equity securities and 
mutual funds, government securities is determined by reference to quoted market prices. For co-mingled and 
pooled marketable investment funds, fair value is obtained by using a direct look through basis to the underlying 
direct assets holding. At this level, the underlying assets have a direct market reference price that is traceable. For 
certain private equity investments, fair value is estimated at the present value of expected future cash flows. For 
hedge, partnership and real estate fund funds, fair value is determined with independent, 3rd party valuations 
occurring monthly to every six months depending upon the investment type. 
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Following is a reconciliation of activity for 2009 for assets measured at fair value based upon significant 
unobservable (non-market) information. 
 

Amount

Balance, beginning of year 29,311,432$      

Realized and unrealized losses included in earnings (3,083,323)         
Purchases, issuances, and settlements (368,656)            
Contributions 157,465             
Receipts of promises (1,996,594)         
Changes in split interest agreement (246,835)            
Depletion (11,140)              
Transfers out of Level 3 (637,465)            

Balance, end of year 23,124,884$      
  

For financial reporting purposes, unrealized appreciation and depreciation on the permanently restricted 
endowment investments is reported as unrestricted. It is the intent of the board that these gains are retained in the 
endowment fund for investing purposes. 
 
Return Objectives and Risk Parameters 
 
The Foundation has adopted investment and spending policies for its permanently restricted net assets that attempt 
to provide a predictable stream of funding to activities supported by those permanently restricted net assets, while 
seeking to maintain the purchasing power of the permanently restricted net assets. Under this policy, as approved 
by the Board of Trustees, the permanently restricted net assets are invested in a widely diversified portfolio of 
stocks, bonds and alternative investments, broadly classified as 75% equity and 25% fixed income type 
investments. It is felt by the Board of Trustees that this mix of investments produces adequate yields while 
assuming a moderate level of investment risk. 
 
Strategies Employed for Achieving Objectives 
 
To satisfy its long-term rate of return, 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 that places a greater emphasis on equity based investments 
(as noted above) to achieve its long-term return objectives within prudent risk constraints. 
 
Spending Policy 
 
The Foundation has a policy of appropriating for distribution each year a portion of the total investment return 
(based on a hybrid formula) from its permanently restricted net assets which are to be held in perpetuity for 
scholarships and departmental activities of North Dakota State University. 
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NOTE 4 -   CONTRACTS FOR DEED AND NOTES RECEIVABLE 
 

2009 2008

8% contract for deed, due in monthly installments 
  of $465, including interest, to December 2019, 
  secured by land and building 39,530$             41,842$             

9% contract for deed, due in annual installments of $9,859,
  including interest, to November 2008, secured by land -                         9,045

7.5% note receivable, interest due monthly and principal 
  due April 2013, secured by personal property 
  and assignment of leases 1,000,000 1,000,000

8% note receivable, unsecured 31,050 31,050

7% notes receivable, due in annual installments of $60,968
  including interest, to January 31, 2012, unsecured 160,001 206,513

7% contract for deed, due in annual installments of $16,000
  including interest, to November 2014 plus final payment
  of $8,198 due November 2015, secured by land 55,885 67,135

6% contract for deed, due in monthly installments of $1,019
  including interest, to June 2012 plus final payment
  of the remaining balance due July 2012, secured by land 155,374 167,369             

1,441,840$        1,522,954$        
    

Maturities of the contracts for deed and notes receivable are as follows: 
 

Year ending June 30, Amount

2010 16,646$             
2011 67,590               
2012 72,332               
2013 78,745               
2014 1,005,767          
Thereafter 200,760             

1,441,840$        
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NOTE 5 -  REAL ESTATE HELD FOR INVESTMENT OR FUTURE DEVELOPMENT 
 

2009 2008

Land 3,185,602$        2,797,502$        
Buildings and improvements 19,314,616        12,914,509        
Construction in progress 18,737,445 18,110,895        

41,237,663        33,822,906        
Less accumulated depreciation (4,104,216)         (3,203,388)         

37,133,447$      30,619,518$      

 
NOTE 6 -  PROPERTY AND EQUIPMENT 
 

2009 2008

Land 868,809$           868,809$           
Buildings and improvements 3,678,066          3,658,594          
Furniture and equipment 3,385,204          3,412,661          
Computer software 125,255             93,237               

8,057,334          8,033,301          
Less accumulated depreciation (2,207,229)         (1,863,823)         

5,850,105$        6,169,478$        

 
NOTE 7 -  LIABILITES FOR SPLIT-INTEREST AGREEMENTS 
 
Gift Annuity Agreements 
 
The Foundation has entered into gift annuity agreements, which provide that the Foundation shall pay periodic 
amounts to designated beneficiaries until their death. Payments continue even if the assets gifted or acquired as a 
result of a gift have been exhausted. The Foundation records these gifts at market value with a corresponding 
liability recorded for the actuarially determined present value of payments to be made to the designated 
beneficiaries. The residual amounts of the gifts are recorded as unrestricted or permanently restricted net assets 
based on the donors’ wishes. Upon the death of a beneficiary, the remaining assets are held or disposed in 
accordance with the annuity agreement. The estimated present value of future payments to be made under these 
agreements, discounted at 5 percent for 2009 and 2008, totals $2,612,573 and $2,558,705 at June 30, 2009 and 
2008, respectively. 
 
Charitable Remainder Trusts 
 
Charitable remainder trusts consist of charitable remainder unitrusts and annuity trusts. The Foundation records 
these gifts at market value. The current income from these instruments is paid to the donor and/or named 
beneficiaries for their lifetime(s). When the lifetime obligations have ceased, the residual value becomes an 
endowment to support a North Dakota State University program designated by the donor or if no designation is 
made by the donor it becomes part of the general fund. The estimated present value of future investment income 
distributions to beneficiaries is $3,582,118 and $4,822,429 at June 30, 2009 and 2008, respectively. 
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NOTE 8 -  NOTES AND BONDS PAYABLE  
 

2009 2008

5.19% bonds payable, due in semi-annual installments of $80,645,  
  including interest, to December 2018, secured by 
  Alumni Center land and building - {1} 1,197,671$      1,293,073$      

Variable rates bonds payable, 2.5%-4.7% at June 30, 2008, 
  with semi-annual interest payments and annual installments 
  of varying principal amounts, to November 2024, 
  secured by equine center land and building - {2} 3,580,000        3,745,000        
   
2.77% note payable, due in semi-annual installments of 
  $1,800, including interest, to January 2013, unsecured 13,541             16,700             

4.89% bonds payable due in semi-annual installments of  $165,998,
  including interest, to December 2020, secured by equipment - {3} 2,894,023        3,077,736        

6.86% note payable, due in quarterly installments of $80,730,
 including interest, to May 2017, secured by an airplane - {4} 1,975,470        2,155,105        

Variable rates bonds payable, 2.4% at June 30, 2008, with
  semi-annual installments of varying amounts, to November 2027, 
  secured by the Barry Hall business building and land - {5} 2,556,000        4,328,000        

5.11% bonds payable, due in semi-annual installments of $243,079,
  including interest, to November 2027, secured by 
  the Barry Hall business building and land - {5} 7,255,371        7,366,502        

Variable rates bonds payable, 2.4% at June 30, 2008, with
  semi-annual installments of varying amounts, to November 2027, 
  secured by the Klai Hall architecture building and land - {6} 979,800           1,277,000        

5.11% bonds payable, due in semi-annual installments of $127,764,
  including interest, to November 2027, secured by 
  the Klai Hall architecture building and land - {6} 3,813,470        3,871,881        

4.2% note payable, due monthly payments of $4,432 including
  interest, to September 2038, unsecured - {7} 887,346           -                       

25,152,692$    27,130,997$    
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{1} - The Foundation financed the construction of the NDSU Alumni Center Project through the sale of 20-year 
First Mortgage Revenue Bonds issued by Cass County, North Dakota. The Foundation has leased the property from 
the county for rental equal to the sum of the semi-annual principal and interest payments on the bonds. Under the 
terms of the lease, the Foundation is responsible for the real estate taxes, insurance, repairs and maintenance, and 
other costs incident to the ownership of the property. The leased property is included with property in the financial 
statements and the bonds have been recorded as a direct obligation of the Foundation. Ownership of the property 
will transfer to the Foundation when the bonds are repaid in full. The bonds are guaranteed by the Foundation. 
 
{2} - The Foundation financed the construction of the NDSU Equine Center Project through the sale of 20-year 
University Facilities Revenue Bonds issued by Cass County, North Dakota. The Foundation has leased the property 
from the county for rental equal to the sum of the semi-annual principal and interest payments on the bonds. Under 
the terms of the lease, the Foundation is responsible for the real estate taxes, insurance, repairs and maintenance, and 
other costs incident to the ownership of the property. The leased property is included with property in the financial 
statements and the bonds have been recorded as a direct obligation of the Foundation. Ownership of the property 
will transfer to the Foundation when the bonds are repaid in full. The bonds are guaranteed by the Foundation. This 
property is subleased to North Dakota State University (NDSU) for rental equal to the sum of the semi-annual 
principal and interest payments on the bonds for the term of the bonds, plus all the costs incurred by the Foundation 
incident to ownership of the property. NDSU has an option to acquire the land and building at certain dates or upon 
full payment of the bonds. 
 
{3} - The Foundation financed the construction and equipping of office space, locker rooms, meeting rooms, and 
related facilities in the Fargodome for use by NDSU through the sale of 15-year University Facilities Revenue 
Bonds issued by Cass County, North Dakota. The Foundation has leased the space in the Fargodome from the City 
of Fargo and has financed the leasehold improvements and furniture, fixtures and equipment with proceeds of the 
bonds. The leasehold improvements and furniture, fixtures and equipment have been included with property in the 
financial statements and the bonds have been recorded as a direct obligation of the Foundation. The space, the 
leasehold improvements, and the furniture, fixtures and equipment have been subleased to North Dakota State 
University (NDSU) for rental equal to the sum of the annual Fargodome space rent plus the semi-annual principal 
and interest payments on the bonds plus all the costs incurred by the Foundation incident to the lease. NDSU’s 
payments and/or bond principal will be reduced by contributions received by the Foundation for this project. 
 
{4} - The Foundation entered into a ten-year financing agreement for the purchase of an aircraft. The Foundation 
has leased the aircraft to North Dakota State University for rental equal to the sum of the quarterly principal and 
interest payments on the loan for the life of the loan. The University is responsible for all costs incurred in 
operation and maintenance of the aircraft. Upon completion of loan payments, ownership of the aircraft will be 
transferred to North Dakota State University. 
 
{5} - The Foundation financed the construction of the NDSU Barry Hall business building project through the 
sale of 20-year University Facilities Revenue Bonds issue by the City of Fargo, North Dakota. The City has 
loaned the bond proceeds to the Foundation for payments equal to the sum of the semi-annual interest payments 
and installments of varying principal amounts on the variable rate bonds and the semi-annual principal and 
interest payments on the fixed-rate bonds. The principal payments on the variable rate bonds will be funded from 
payments on donor pledges restricted for the project. Under the terms of the loan, the Foundation is responsible 
for the real estate taxes, insurance, repairs and maintenance, and other costs incident to ownership of the property. 
The property is included with property in the financial statements and the bonds have been recorded as a direct 
obligation of the Foundation. Ownership of the property will transfer to NDSU when the bonds are repaid in full. 
The bonds are guaranteed by the Foundation. This property is leased to NDSU for rental equal to the sum of the 
semi-annual interest only payments on the variable term bonds plus the semi-annual principal and interest 
payments on the fixed-rate bonds for the term of the bonds, plus all the costs incurred by the Foundation incident 
to ownership of the property. NDSU has an option to acquire the property upon full payment of the bonds. 
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{6} - The Foundation financed the construction of the NDSU Klai Hall architecture building project through the 
sale of 20-year University Facilities Revenue Bonds issue by the City of Fargo, North Dakota. The City has 
loaned the bond proceeds to the Foundation for payments equal to the sum of the semi-annual interest payments 
and installments of varying principal amounts on the variable rate bonds and the semi-annual principal and 
interest payments on the fixed-rate bonds. The principal payments on the variable rate bonds will be funded from 
payments on donor pledges restricted for the project. Under the terms of the loan, the Foundation is responsible 
for the real estate taxes, insurance, repairs and maintenance, and other costs incident to ownership of the property. 
The property is included with property in the financial statements and the bonds have been recorded as a direct 
obligation of the Foundation. Ownership of the property will transfer to NDSU when the bonds are repaid in full. 
The bonds are guaranteed by the Foundation. This property is leased to NDSU for rental equal to the sum of the 
semi-annual interest only payments on the variable term bonds plus the semi-annual principal and interest 
payments on the fixed-rate bonds for the term of the bonds, plus all the costs incurred by the Foundation incident 
to ownership of the property. NDSU has an option to acquire the property upon full payment of the bonds. 
 
{7} – The Foundation financed the construction of a new university president’s residence through the sale of 30-
year NDSU Development Foundation University Facilities Bonds. Gate City Bank has loaned the bond proceeds 
to the Foundation for payments equal to $4,432 per month for the life of the loan. Title to the property rests with 
the State Board of Higher Education of the State of North Dakota. 
 
Debt maturities are as follows: 
 

Year ending June 30, Amount

2010 681,386$         
2011 1,056,067        
2012 936,628           
2013 989,541           
2014 1,036,305        
Thereafter 20,452,765      

25,152,692$    
 

 
NOTE 9 -  NET ASSETS RELEASED FROM RESTRICTIONS 
 
Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes or by 
occurrence of other events specified by donors. 
 

2009 2008

Purpose restrictions accomplished
Scholarships and grants paid 4,490,801$        4,093,442$        
NDSU departmental expenses 2,094,975          2,141,241          
NDSU building and equipment 556,964             894,361             
Direct investment expenses on real estate held for investment 297,050             205,590             
Depreciation on real estate held for investment 
  and depletion on mineral rights held for investment 285,417             232,407             

Total net assets released from restrictions 7,725,207$        7,567,041$        
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NOTE 10 -  EMPLOYEE BENEFIT PLANS 
 
Tax Deferred Annuity  
 
The Foundation has a tax deferred annuity plan under Internal Revenue Code section 403(b) which covers all 
eligible employees. The employees contribute to the plan through salary reductions. The Foundation makes no 
contributions toward the plan. 
 
Pension Plan  
 
The Foundation has a defined contribution pension plan covering all eligible employees. The Foundation contributes 
9.5 percent of the eligible salary of each employee with six months to ten years of service, and 10 percent of the 
eligible salary of each employee with ten or more years of service. The Foundation has made contributions of 
$158,244 and $136,764 to the pension plan for the years ended June 30, 2009 and 2008, respectively. 
 
 
NOTE 11 -  FUND RAISING COSTS 
 
The Foundation incurred fund raising costs of $1,767,070 and $1,567,773 for the years ended June 30, 2009 and 
2008, respectively. These costs are included in administrative and general expenses on the accompanying 
Statements of Activities. 
 
 
NOTE 12 -  FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
The fair value of a financial instrument is generally defined as the amount at which the instrument could be 
exchanged in a current transaction between willing parties, other than in a forced liquidation sale. Quoted market 
prices are generally not available for the Organization's financial instruments. Accordingly, fair values are based 
on judgments regarding anticipated cash flows, future expected loss experience, current economic conditions, risk 
characteristics of various financial instruments and other factors. Changes in the assumptions could significantly 
affect the estimates.  
 
The following methods and assumptions were used by the Organization to estimate fair value of the financial 
instruments, and the estimated fair values of the Organization's financial instruments as of June 30, 2009 and 
2008, are as follows: 
 

Cash and cash equivalents - The carrying amount approximates fair value because of the short 
maturity of those instruments.  
 
Present value discounting of unconditional promises to give-The fair value of unconditional promises 
is determined by discounting for promises to be received in future periods. The applicable discount 
rate is reviewed annually. 
 
Notes and bonds payable - The fair value of obligations under notes and bonds payable are estimated 
based on the quoted market prices for the same or similar issues or on the current rates offered for debt 
of similar maturities. The carrying amount on the financial statements approximates fair market value. 
 
Split interest agreements - The fair value of the future obligations relating to the split interest 
agreements is estimated based on the expected rate of return of the agreements respective assets. The 
rate of return is reviewed annually; see Note 7 for further details. 
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NOTE 13 -  COMMITMENTS AND CONTINGENCIES 
 
During the year, the Foundation incurred costs of $1,003,672 for the construction of a new university president’s 
residence on the campus of North Dakota State University. The house was completed after year-end at an 
additional cost of $495,280. The full cost of construction of the building was covered by gifts from the 
Foundation’s trustees. In addition, the Foundation has agreed to cover $373,855 of site-work and landscaping 
costs requested by the university. 
 
Real estate held for investment or future development includes construction in progress of $18,737,445 at June 30, 
2009, which relates to the Barry Hall project referred to in Note 9{5}. The Foundation has committed to borrowing 
an additional $3 million to finance completion of the project. The loan will be finalized and the project completed 
subsequent to the date of these financial statements. 
 
The Foundation had an informal deferred compensation arrangement with the President of the University, who 
resigned his position subsequent to year-end. Per the agreement, the Foundation paid the President $477,500 
subsequent to year-end. 
 
 
NOTE 14 -  PRIOR PERIOD ADJUSTMENT 
 
The Organization has restated its financial statements for the year ended June 30, 2008 and its net assets as of 
June 30, 2007, to include unconditional promises to give and split interest trusts held by others. The net effect of 
the adjustment on net assets as of June 30, 2007, was an increase of net assets of $9,795,014 ($8,047,412 
temporarily restricted and $1,747,602 permanently restricted). The effect on the year ended June 30, 2007 has not 
been determined. 
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A summary of the 2008 financial statement line items that were affected by the restatement is as follows: 
 

2008 2008 2008
(As Originally

Reported)
(As Restated) (Change)

ASSETS

Cash and cash equivalents 15,339,859$       15,339,859$       -$                       
Investments 106,124,688       106,124,688       -                         
Receivables -                         

Unconditional promises to give -                         9,456,886           (9,456,886)         
Interest  28,236                28,236                -                         
Contracts for deed and notes 1,522,954           1,522,954           -                         
Other 2,161,648           2,161,648           -                         

Prepaid expenses 80,075                80,075                -                         
Cash surrender value of life insurance 518,456              518,456              -                         
Funds held in trusts by others -                         1,016,961           (1,016,961)         
Real estate and equipment held for investment or -                         
  future development, net of accumulated depreciation  30,619,518         30,619,518         -                         
Property and equipment, net of accumulated depreciation 6,169,478           6,169,478           -                         

Total assets 162,564,912$     173,038,759$     (10,473,847)$     

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued liabilities 2,559,614$         2,559,614$         -$                       
Cash and cash equivalents held for others 528,719              528,719              -                         
Investments held for others 119,825              119,825              -                         
Gift annuities and life income agreements 7,381,134           7,381,134           -                         
Notes and bonds payable 27,130,997         27,130,997         -                         

Total liabilities 37,720,289         37,720,289         -                         

NET ASSETS
Donor restricted

Temporarily restricted 20,497,354         29,417,151         (8,919,797)         
Permanently restricted 87,678,109         89,232,159         (1,554,050)         

Unrestricted 16,669,160         16,669,160         -                         

Total net assets 124,844,623       135,318,470       (10,473,847)       

Total liabilities and net assets 162,564,912$     173,038,759$     (10,473,847)$     

 



 
NOTES TO FINANCIAL STATEMENTS 
 
 

(continued on next page) 21 

2008 2008 2008 2008 2008 2008
(As Originally

Reported)
(As Restated) (Change) (As Originally

Reported)
(As Restated) (Change)

REVENUE AND 
  OTHER SUPPORT

Gifts 7,165,410$    8,053,890$    (888,480)$      6,188,763$    6,103,053$    85,710$         
Liabilities to
  income beneficiaries -                     -                     -                     (1,119,270)     (1,119,270)     -                     

7,165,410      8,053,890      5,069,493      4,983,783      
Investment income 1,453,339      1,453,339      -                     10,036           10,036           -                     
Realized gains (losses) 11,481,009    11,481,009    -                     (13,224)          (13,224)          -                     
Unrealized depreciation (4,302)            (4,302)            -                     (1,641,750)     (1,641,750)     -                     
Change in split 
  interest agreements -                     (16,095)          16,095           813,801         705,959         107,842         
Liquidating and
  receipting fees (601,604)        (601,604)        -                     -                     -                     -                     
Other income -                     -                     -                     15,300           15,300           -                     

19,493,852    20,366,237    (872,385)        4,253,656      4,060,104      193,552         
Net assets 
  released from restrictions (7,567,041)     (7,567,041)     -                     -                     -                     -                     

11,926,811    12,799,196    (872,385)        4,253,656      4,060,104      193,552         

CHANGE IN NET ASSETS 11,926,811    12,799,196    (872,385)        4,253,656      4,060,104      193,552         

NET TRANSFERS (8,645,602)     (8,645,602)     -                     4,515,167      4,515,167      -                     

NET ASSETS, BEGINNING
  OF YEAR, as restated 17,216,145    25,263,557    (8,047,412)     78,909,286    80,656,888    (1,747,602)     

-                     -                     -                     -                     
NET ASSETS, END OF YEAR 20,497,354$  29,417,151$  (8,919,797)$   87,678,109$  89,232,159$  (1,554,050)$   

Temporarily Restricted Permanently Restricted

 




