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Independent Auditors’ Report

To the Board of Trustees
Montclair State University Foundation, Inc.

We have audited the accompanying financial statements of Montclair State University Foundation,
Inc. (a not-for-profit organization), a component unit of Montclair State University, which comprise
the statements of financial position as of June 30, 2020 and 2019, and the related statements of
activities, functional expenses and cash flows for the years then ended and the related notes to
the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these 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 from material
misstatement.

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

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

PKF O’CONNOR DAVIES, LLP
300 Tice Boulevard, Suite 315, Woodcliff Lake, NJ 07677 | Tel: 201.712.9800 | Fax: 201.712.0988 | www.pkfod.com

PKF O’Connor Davies, LLP is a member firm of the PKF International Limited network of legally independent firms and does not accept any responsibility
or liability for the actions or inactions on the part of any other individual member firm or firms.



To the Board of Trustees
Montclair State University Foundation, Inc.
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Montclair State University Foundation, Inc. as of June 30, 2020 and 2019,
and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Pk O Gampr. Davias, LLP

October 14, 2020



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Statements of Financial Position

ASSETS

Cash

Unconditional promises to give, net

Investments, at fair value

Donated artwork

Prepaid expenses and other assets, net

Beneficial interest in trusts, split-interest agreements
and cash surrender value of life insurance

LIABILITIES AND NET ASSETS
Accounts payable and accrued expenses

Net Assets
Without donor restrictions
With donor restrictions

Total Net Assets

See notes to financial statements

June 30,

2020 2019
1,621,565 1,489,915
6,092,682 5,481,130
84,026,571 83,000,880
1,187,003 1,187,003
130,997 185,416
416,766 458,086
93,475,584 91,802,430
3,239,661 2,714,035
3,844,866 4,631,005
86,391,057 84,457,390
90,235,923 89,088,395
93,475,584 91,802,430




Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Statement of Activities
Year Ended June 30, 2020

With Donor Restrictions

Without Donor Program Endowment
Restrictions Restricted Funds Total Total
REVENUES, GAINS AND OTHER SUPPORT
Contributions, net $ 630,244 $ 3,610,592 $ 1,947,504  $ 5,458,096 $ 6,088,340
Special events, net of expenses 2,351 424,418 1,000 425,418 427,769
In-kind contributions 2,095,009 - - - 2,095,009
Non-cash contributions - 101,100 - 101,100 101,100
Other support 65 353,786 21,336 375,122 375,187
Investment income (229,959) 2,718,834 - 2,718,834 2,488,875
Change in value of beneficial interest in trust, split-interest
agreements and cash surrender value of life insurance - 72,083 (7,605) 64,478 64,478

Net assets released from restrictions 6,805,351 (6,805,351) - (6,805,351) -

Total Revenues, Gains and Other Support 9,303,061 375,462 1,962,235 2,337,697 11,640,758
EXPENSES
Program services 7,007,686 - - - 7,007,686
Institutional support 375,470 - - - 375,470
Management and general 3,110,074 - - - 3,110,074

Total Expenses 10,493,230 - - - 10,493,230

Change in Net Assets (1,190,169) 375,462 1,962,235 2,337,697 1,147,528
Reclassifications 404,030 (613,475) 209,445 (404,030) -
NET ASSETS
Beginning of year 4,631,005 36,760,438 47,696,952 84,457,390 89,088,395
Ending of year $ 3,844,866 $ 36522425 § 49,868,632 $ 86,391,057 $ 90,235,923

See notes to financial statements



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Statement of Activities
Year Ended June 30, 2019

With Donor Restrictions

Without Donor Program Endowment
Restrictions Restricted Funds Total Total
REVENUES, GAINS AND OTHER SUPPORT
Contributions, net $ 443,723 $ 3,761,713  $ 3,699,327 $ 7,461,040 $ 7,904,763
Special events, net of expense 4,407 565,229 - 565,229 569,636
In-kind contributions 1,564,090 - - - 1,564,090
Non-cash contributions - 189,852 - 189,852 189,852
Other support 16,908 426,192 - 426,192 443,100
Investment income 2,367,501 2,506,121 - 2,506,121 4,873,622
Change in value of beneficial interest in trusts, split-interest
agreements and cash surrender value of life insurance - 25,675 (1,466) 24,209 24,209

Net assets released from restrictions 6,583,612 (6,583,612) - (6,583,612) -

Total Revenues, Gains and Other Support 10,980,241 891,170 3,697,861 4,589,031 15,569,272
EXPENSES
Program services 6,710,825 - - - 6,710,825
Institutional support 530,202 - - - 530,202
Management and general 2,605,168 - - - 2,605,168

Total Expenses 9,846,195 - - - 9,846,195

Change in Net Assets 1,134,046 891,170 3,697,861 4,589,031 5,723,077
Reclassifications (122,869) 37,031 85,838 122,869 -
NET ASSETS
Beginning of year 3,619,828 35,832,237 43,913,253 79,745,490 83,365,318
Ending of year $ 4,631,005 $ 36,760,438 $ 47,696,952 $ 84,457,390 $ 89,088,395

See notes to financial statements



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Statement of Functional Expenses
Year Ended June 30, 2020

Program Services Institutional Support Management and General
Cost of Direct In-Kind
Program Benefit to Expenses -
General Capital Scholarship Total Donors Program Fundraising Total Administrative Fundraising Total Total

Grants and other assistance $ 3022692 $ - 3 - $ 3022692 $ - 8 125,000 $ - 3 125,000 $ -3 -3 - $ 3,147,692
Salaries and fringe benefits 113,909 - - 113,909 - - - - 534,242 - 534,242 648,151
In-kind - development costs - - - - - - - - - 2,072,609 2,072,609 2,072,609
In-kind - management salary and

fringe benefits - - - - - - - - - - - -
Events and outside services 380,448 - - 380,448 93,683 - - - - - - 474,131
Scholarships, stipends,

honorariums and awards 354,652 - 2,891,249 3,245,901 - - - - - - - 3,245,901
Equipment and other capital funding 91,733 103,176 - 194,909 - - - - - - - 194,909
Insurance - - - - - - - - 24,991 - 24,991 24,991
Professional fees - - - - - - - - 99,404 - 99,404 99,404
Development support - - - - - - 241,370 241,370 - - - 241,370
Occupancy - - - - - - - - 22,400 - 22,400 22,400
Bad debt expense - - - - - - - - 172,722 - 172,722 172,722
Computer expense - - - - - - - - 100,619 - 100,619 100,619
Office expense - - - - - 9,100 - 9,100 31,973 - 31,973 41,073
Amortization - - - - - - - - 26,591 - 26,591 26,591
Other 48,010 - 1,817 49,827 - - - - 24,523 - 24,523 74,350

Total Expenses 4,011,444 103,176 2,893,066 7,007,686 93,683 134,100 241,370 375,470 1,037,465 2,072,609 3,110,074 10,586,913
Costs of direct benefit to donors - - - - (93,683) - - - - - - (93,683)

Total Expenses by Function $ 4011444 8 103,176 $§ 2,893,066 $ 7,007,686 $ - 8 134,100 § 241370 $ 375470 $§ 1,037465 $ 2072609 $ 3,110,074 $ 10,493,230

See notes to financial statements 6



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Statement of Functional Expenses
Year Ended June 30, 2019

Program Services Institutional Support Management and General
Cost of Direct In-Kind
Program Benefit to Expenses -
General Capital Scholarship Total Donors Program Fundraising Total Administrative Fundraising Total Total

Grants and other assistance $ 2,733,851 $ - 8 - $ 2733851 $ -8 125,000 $ -3 125,000 $ - 8 -8 -8 2,858,851
Salaries and fringe benefits 333,300 - - 333,300 - - - - 482,976 - 482,976 816,276
In-kind - development costs - - - - - - - - - 1,530,898 1,530,898 1,530,898
In-kind - management salary and

fringe benefits - - - - - - - - 10,792 - 10,792 10,792
Events and outside services 505,728 - - 505,728 168,213 - - - - - - 673,941
Scholarships, stipends,

honorariums and awards 424,863 - 2,268,744 2,693,607 - - - - - - - 2,693,607
Equipment and other capital funding 126,060 265,578 - 391,638 - - - - - - - 391,638
Insurance - - - - - - - - 26,327 - 26,327 26,327
Professional fees - - - - - - - - 96,194 - 96,194 96,194
Development support - - - - - - 402,202 402,202 - - - 402,202
Occupancy - - - - - - - - 22,400 - 22,400 22,400
Bad debt expense - - - - - - - - 222,414 - 222,414 222,414
Computer expense - - - - - - - - 121,718 - 121,718 121,718
Office expense - - - - - 3,000 - 3,000 41,881 - 41,881 44,881
Amortization - - - - - - - - 26,591 - 26,591 26,591
Other 50,810 - 1,891 52,701 - - - - 22,977 - 22,977 75,678

Total Expenses 4,174,612 265,578 2,270,635 6,710,825 168,213 128,000 402,202 530,202 1,074,270 1,530,898 2,605,168 10,014,408
Costs of direct benefit to donors - - - - (168,213) - - - - - - (168,213)

Total Expenses by Function $ 4,174,612 $ 265,578 $ 2,270635 $ 6,710,825 $ - 8 128,000 $ 402,202 $ 530,202 $ 1,074,270 $ 1,530,898 $ 2,605,168 $ 9,846,195

See notes to the financial statements



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Statements of Cash Flows

Year Ended
June 30,

2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 1,147,528 $ 5,723,077
Adjustments to reconcile change in net assets to net cash

from operating activities

Contributions with donor restrictions held as endowments (1,948,504) (3,699,327)
Discounts on promises to give (78,960) (146,519)
Amortization 26,591 26,591
Allowance for doubtful accounts 80,000 180,000
Net realized gain on investments (659,086) (55,805)
Net unrealized (gain) loss on investments 561,036 (2,728,951)
Beneficial interest in trust, spilt-interest agreements

and cash surrender value of life insurance (64,478) (24,209)
Donated artwork, property, equipment and other non-cash items (100,100) (189,852)
Donated stock (723,264) (160,536)
Transfers of property and equipment to University 100,100 189,852
Change in operating assets and liabilities

Unconditional promises to give (612,592) 1,630,351

Prepaid expenses and other assets 27,828 29,129

Accounts payable and accrued expenses 525,626 (299,408)

Net Cash from Operating Activities (1,718,275) 474,393

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of long-term investments (22,602,413) (10,196,318)
Proceeds from sale of long-term investments 22,398,036 5,524,928
Receipt from beneficial interest in split-interest agreement and trust (54,036) (20,000)
Proceeds from beneficial interest in split-interest agreements 159,834 -

Net Cash from Investing Activities (98,579) (4,691,390)

CASH FLOWS FROM FINANCING ACTIVITIES

Contributions with donor restrictions held as endowments 1,948,504 3,699,327
Net Change in Cash and Cash Equivalents 131,650 (517,670)

CASH

Beginning of year 1,489,915 2,007,585

End of year $ 1,621,565 $ 1,489,915

SUPPLEMENTAL CASH FLOW INFORMATION
Noncash investing and financing activities

Gifts of artwork $ 100,000 $ 24,500
Gifts of property, equipment and other non-cash items 100 165,652
Gifts of stock 723,264 160,536
Transfers of property, equipment and artwork to MSU 100,100 189,852

See notes to financial statements



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Nature of Organization

The Montclair State University Foundation, Inc. (the “Foundation”) is a non-profit 501(c)(3)
corporation organized under the provisions of Title 15A of the New Jersey Nonprofit
Corporation Act. The Foundation was established primarily for the purposes of
encouraging and supporting the development of Montclair State University (the
“University”) through fundraising activities which include, but are not limited to, extending
the educational and cultural influence of the University, adding to its cultural programs and
facilities, and improving the opportunity for advanced study and research by the faculty
and the student body. The Foundation’s Board of Trustees oversees the use of funds
raised by the Foundation.

The Foundation is considered a component unit of the University for financial reporting
purposes, as its purpose for operations is entirely or almost entirely for the direct benefit
of the University. Accordingly, the Foundation’s financial statements are discretely
presented in the University’s basic financial statements. The Foundation’s Board of
Trustees is separate from the University’s Board of Trustees.

Significant Accounting Policies
Basis of Accounting

The Foundation’s financial statements have been prepared on the accrual basis of
accounting in conformity with accounting principles generally accepted in the United
States of America (“U.S. GAAP”), whereby revenues are recognized when earned and
expenses are recorded when incurred.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and judgments that affect the reported amounts of assets
and liabilities and disclosures of contingencies at the date of the financial statements and
the reported amounts of revenues and expenses recognized during the reporting period.
Actual results could differ from those estimates.

Estimates which are significant to the Foundation include:

e Scholarship expense: The University awards scholarships which are funded by
the Foundation to students based on each student’s anticipated enroliment status
at the time of the award. Scholarship expense is recorded at the time the award is
made. If a student’s enroliment status changes, the amount of that individual's
scholarship will be reduced accordingly and will be reflected as a scholarship
modification, which is a decrease to scholarship expense.

e Other estimates: The Foundation relies on estimates in recording allowances and
discounts applied towards unconditional promises to give, in the valuation of
investments, the valuation of non-cash assets it retains and in the net present
valuation techniques applied to split-interest agreements.

9



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)
Use of Estimates (continued)

Management periodically evaluates all of the estimates used in the preparation of the
Foundation’s financial statements for continued reasonableness. Appropriate
adjustments, if any, to the estimates are made prospectively based on such periodic
evaluations.

Adoption of New U.S. GAAP Revenue Recognition

Effective July 1, 2019, the Foundation adopted new US GAAP revenue recognition
guidance which provides a single comprehensive model for entities to use in accounting
for revenue arising from contracts with customers and supersedes most current revenue
recognition guidance. The new revenue recognition guidance does not apply to how
contributions and pledges are recognized, as they are specifically omitted from the new
guidance. The core principle of the new guidance is that an entity should recognize
revenue from the transfer of promised goods or services to customers in an amount that
reflects the consideration the entity expects to receive for those promised goods or
services to customers. The guidance includes a five-step framework to determine the
timing and amount of revenue to recognize related to contracts with customers. In addition,
this guidance requires new or expanded disclosures related to judgments made by entities
when following this framework. As permitted by the new framework, the Foundation
elected not to adjust the promised amount of consideration for the effects of a significant
financing component as all revenue is collected within one year or less. The Foundation
adopted this guidance on a modified retrospective basis. Adoption of the ASU had an
immaterial impact on the Foundation’s financial statements.

In June 2018, the FASB issued ASU 2018-08, Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Made ("ASU 2018-08"). ASU
2018-08 provides a framework for evaluating whether grants should be accounted for as
exchange transactions or as nonexchange transactions. ASU 2018-08 is effective for fiscal
years beginning after December 15, 2018 and the Foundation adopted ASU 2018- 08 on
a modified prospective basis and has determined there to be immaterial impact to its
financial statements.

Net Asset Presentation
Net assets and revenues, expenses, gains and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of the

Foundation and changes therein are classified and reported as follows:

o Without donor restrictions — net assets not subject to donor-imposed stipulations,
and therefore are expendable for operating purposes.

10



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)
Net Asset Presentation (continued)

o With donor restrictions — net assets subject to donor-imposed stipulations that will
be met by actions of the Foundation and/or by the passage of time or net assets to be
maintained permanently by the Foundation. Generally, the donors of permanently
endowed assets permit the Foundation to use all or part of the income earned on
related investments for general or donor-specified purposes.

The Foundation maintains quasi-endowed funds which have been established by its
Board of Trustees to be retained and invested for specified purposes. Certain quasi-
endowments have been classified as a component of without donor restrictions net
assets since they were created by designation of the Foundation’s Board of Trustees
from unrestricted donations. Other quasi-endowments have been classified as with
donor restrictions net assets since they were created by designation of the
Foundation’s Board of Trustees from temporarily restricted resources and the
restrictions have not yet been satisfied. These restrictions may include, but not be
limited to, the receipt of a gift in an amount which is in excess of the Foundation’s
current needs.

Unconditional Promises to Give

Contributions are recognized when a donor makes a promise to give to the Foundation
that is, in substance, unconditional. Contributions that are restricted by the donor are
reported as increases in “without donor restrictions” net assets if the restrictions expire in
the fiscal year in which the contributions are recognized. All other donor-restricted
contributions are reported as increases to net assets as “with donor restrictions” and are
internally classified as temporarily or permanently restricted net assets depending on the
nature of the restriction. Unconditional promises to give are recorded at net present value,
reduced for any uncollectible amounts. Management determines the allowance for
doubtful promises based on a variety of considerations including the historical experience
applied to an aging of promises, current facts and circumstances concerning collectability,
and other factors.

Investments

The following applies to the Foundation’s investments which are managed pursuant to a
Board of Trustees approved Investment Policy Statement:

e Valuation: Investments are carried at fair value. The fair value of alternative

investments has been estimated using the Net Asset Value (“NAV”) as reported by the
management of the respective alternative investment funds.

11



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)
Investments (continued)

¢ Investment Income: Unrealized gains and losses are reported in the statements of
activities as a part of investment return. Interest and dividends from investments are
recorded as investment return when earned. Purchases and sales of securities are
recorded on a trade-date basis. Interest income is recorded on the accrual basis and
dividends are recorded on the ex-dividend date. Realized and unrealized gains and
losses are included in the determination of income.

¢ Investment Income Allocations: The Foundation maintains investment accounts for
its endowments, including quasi-endowments, under the pooled unitization method.
Realized and unrealized gains and losses from securities in the investment accounts
are allocated quarterly to the individual endowment funds based on the relationship of
the market value of each endowment fund to the total market value of the investment
accounts, as adjusted for additions to or deductions from those accounts.

Fair Value of Financial Instruments

The Foundation follows U.S. GAAP guidance on Fair Value Measurements which defines
fair value and establishes a fair value hierarchy organized into three levels based upon
the input assumptions used in pricing assets. Level 1 inputs have the highest reliability
and are related to assets with unadjusted quoted prices in active markets. Level 2 inputs
relate to assets with other than quoted prices in active markets which may include quoted
prices for similar assets or liabilities or other inputs which can be corroborated by
observable market data. Level 3 inputs are unobservable inputs and are used to the extent
that observable inputs do not exist.

The following is a description of the valuation methodologies used for assets measured at
fair value by the Foundation.

¢ Investments in Equity Funds, Fixed Income Securities, and Public REITS: All
investments in passively managed equity, as well as all fixed income and public
REITS have been valued at the closing price reported in an active market in which
the investments are traded.

12



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)
Fair Value of Financial Instruments (continued)

Investments in actively managed equity funds consist of a blend of investments
which have been classified as either Level 1 or Level 2. Level 1 investments have
been valued at the closing price reported in an active market in which the
investments are traded. Level 2 investments consist of unlisted equity securities
which if market quotations are available, are valued at the last sale price on the
valuation date, or if no sale occurs, at the last bid price for long positions or the last
ask price for short positions. Securities traded on certain foreign securities
exchanges are valued daily at fair value determined by an independent fair value
service retained by the Fund, if available. The independent fair value service takes
into account multiple factors including, but not limited to, movements in the
securities markets, certain depositary receipts, futures contracts and foreign
currency exchange rates that have occurred subsequent to the close of the foreign
securities exchange.

o Tactical Tilt Fund: The Foundation has allocated a portion of its investment
portfolio to an open ended mutual fund (“the Fund”) with daily liquidity which is
designed to manage opportunities and risks on a current basis. The Fund invests
in a variety of vehicles including but not limited to cash, currency forwards,
commodities and U.S./International Equities. The investment has been valued at
the closing prices reported in an active market in which the respective investments
within the Fund are traded.

¢ Investments in Hedge Funds: The Foundation invests in hedge funds as a
component of its investment policy statement and related asset allocation strategy.
For equity hedges, managers participating in the hedge fund have the ability to
shift investments based on overarching strategy, including from small to large
capitalization stocks and from a net long position to a net short position. The
Foundation’s investments in hedge positions have been estimated based on the
capital account balance for each underlying fund manager and related investment,
using the profit/loss for each investment, fund expenses (including incentive fees)
and capital activity (including investor subscriptions and redemptions) during a
reporting period to determine value. U.S. GAAP guidance provides for the use of
NAV as a “Practical Expedient’ for estimating fair value of alternative investments.

e Investment in Private Equity Real Estate: The Foundation maintains an
investment in one private equity real estate position. Valuation is based on NAV
as a “Practical Expedient’.

¢ Investments in Private Equity: The Foundation maintains investments in private
equity positions which invest in the primary and secondary markets. Valuations are
based on NAV as a “Practical Expedient’ for estimating fair value of alternative
investments.

13



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)
Fair Value of Financial Instruments (continued)

¢ Investment in Private Credit: The Foundation maintains an investment in one
private credit position. Valuations are based on NAV as a “Practical Expedient’ for
estimating fair value of alternative investments.

o Beneficial Interest in Trust: Valuation is based on the underlying assets held in
the trust, which consists of cash equivalents, equity mutual funds, fixed income
securities and alternative strategy positions values at closing prices reported in an
active market in which the investments are traded or NAV; as applicable.

o Split-interest Arrangements and Cash Surrender Value of Life Insurance: An
unobservable input based on the present value of the expected income from the
assets calculated based on life expectancy tables.

The value by input level of the Foundation’s investments have been included in Note 7 to
the financial statements.

Split-Interest Agreements

The Foundation’s split-interest agreements with donors consist of irrevocable charitable
remainder trusts for which the Foundation is the beneficiary. Contribution revenue is
recognized at the date a trust has been established with an initial valuation based on the
expected present value of the Foundation’s interest in a trust's assets. Present value
computations consider, among other factors, appropriate interest rates and estimated
donor mortality which are assessed annually for reasonableness. Subsequent to initial
valuation, changes are recognized separately in the statements of activities of the
Foundation.

Beneficial Interests in Trusts

The Foundation recognizes beneficial interests in trusts as contribution income upon
receipt based on the fair value of the underlying trust assets. Subsequent to initial
contribution recognition, changes in fair value of the underlying trust assets are recognized
separately in the statements of activities of the Foundation.

Cash Surrender Value of Life Insurance
The Foundation recognizes contribution revenue from donations received in the form of
life insurance policies in which the Foundation is the owner and beneficiary. These policies

are recorded at their cash surrender value and subsequent changes in value are reported
separately in the statements of activities of the Foundation.

14



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)
Internal Use Software

The Foundation has capitalized software purchased from third party vendors for its use in
Foundation fundraising and fund management initiatives. Capitalized software is
amortized over an estimated useful life of three to five years from the date of purchase
and/or implementation. Amortization expense approximated $27,000 for each of the years
ended June 30, 2020 and 2019. Accumulated amortization approximated to $158,000 and
$132,000 at June 30, 2020 and 2019, respectively.

Amortization expense for the next two years ending June 30 are as follows:

2021 $ 26,591
2022 12,089
$ 38,680

Revenue Recognition
The revenue recognition policies of the Foundation are as follows:

e Contributions: Contributions are recorded as with or without donor restrictions,
depending on the existence or nature of relevant stipulations by donors regarding
use of funds received.

e Event revenue: Event revenue is recognized when the event occurs. Amounts
received in a current reporting period for an event which will occur subsequent to
year end are recognized as deferred revenues. Revenues are shown net of costs
of direct benefits to donors.

¢ Non-cash donations: The Foundation receives non-cash donations in the form of
artwork, property, and equipment from various donors. These donations are
generally transferred to the University in accordance with the terms of a qgift
agreement. In instances where the Foundation retains an interest in the donated
asset, the Foundation evaluates the carrying value for impairment based on facts
and circumstances including fair market appraisals and future sale of the assets,
or its components, at amounts equal to or greater than their recorded value.

15



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Significant Accounting Policies (continued)

Donated Services and Use of Facilities

The Foundation recognizes contribution and expense for services donated to the
Foundation based on the fair value of the services provided. Services include development
costs in connection with fundraising for the benefit of the Foundation, an allocated
percentage of management salaries for the oversight of the Foundation’s operations, and
rent for operating facilities. The following summarizes these services:

e Rent: To conduct its operations, the Foundation occupies space leased by the
University which it uses in the operation of its administrative functions under a
lease arrangement with an independent entity. Rent expense has been recognized
based on the square footage occupied and the rental rate plus common area costs
paid by the University under its lease agreement.

e Salaries: For the year ended June 30, 2019, a portion of the cost for salary and
related fringe benefits for one University employee, who devoted time towards the
management of the Foundation was recognized as an “in-kind contribution” since
the University had not sought reimbursement for such costs. The expense for
management salary and related fringe benefits amounted to $10,792 for the year
ended June 30, 2019.

The Foundation has recognized in-kind contribution revenue and a corresponding
expense amounting to approximately $2,073,000 and $1,531,000 for the years ended
June 30, 2020 and 2019, for compensation associated with Development personnel who
are paid directly by the University and for which associated costs are not subject to
reimbursement by the Foundation. The recording of Development personnel costs has
been made based on the respective individuals’ roles in fundraising for which the
Foundation is the direct beneficiary.

The total in-kind contribution revenue and expense recognized in the statement of
activities for the years ending June 30, 2020 and 2019 was $2,095,009 and $1,564,090.

Fundraising Expenses

The Foundation’s fundraising activities include expenses for the operation of the Annual
Fund, as well as for major giving, donor relations, and special events and totaled $335,053
and $570,415 for the years ended June 30, 2020 and 2019. Fundraising expenses
associated with special events totaled $93,683 and $168,213 for the years ended June
30, 2020 and 2019. Expenses associated with other development initiatives totaled
$241,370 and $402,202 for the years ended June 30, 2020 and 2019 and were included
as institutional support.
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Significant Accounting Policies (continued)

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a
functional basis in the statements of functional expenses. Functional expenses are
presented based on the natural classification detail of expenses by function. The
Foundation records expenses in its general ledger accounting system according to
program and supporting services classifications based upon the function benefited.

Income Taxes

The Foundation is a not-for-profit organization incorporated under the applicable laws of
the State of New Jersey and is exempt from federal income taxes under Section 501(c)(3)
of the Internal Revenue Code. Accordingly, no provisions for income taxes have been
provided in the Foundation’s financial statements.

The Foundation recognizes the effect of income tax positions only when they are more
likely than not to be sustained. Management has determined that the Foundation had no
uncertain tax positions that would require financial statement recognition or disclosure.
The Foundation is no longer subject to income tax examinations by the applicable taxing
jurisdictions for periods prior to the year 2017.

Subsequent Events Evaluation by Management

Management has evaluated subsequent events for disclosure and/or recognition in the
financial statements through the date that the financial statements were available to be
issued, which date is October 14, 2020.

In September 2020, the Foundation elected to commit $2,400,000 towards a private credit
investment vehicle. The investment will involve a 10-year lock-up in funds that will expire
in 2030.

Reclassifications

For the years ended June 30, 2020 and 2019, reclassifications were primarily made for
funds which have been re-purposed as permanent endowments pursuant to changes
made to previous gift agreements as designated by respective donors and as a result of
the return to principal of unspent investment earnings pursuant to the terms of existing
donor agreements.

COVID-19 Pandemic

The Foundation’s operations and financial performance have been affected by the recent
coronavirus outbreak which has spread globally and adversely affected economic
conditions throughout the world. The Foundation has experienced a decline in certain
aspects of the operations which has been largely offset by increases in other aspects of
its operations. However, if the outbreak continues, it is not known how the outbreak may
affect the Foundation’s operations, financial conditions and results of operations.
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Unconditional Promises to Give

Unconditional promises to give, net, consisted of the following at June 30:

2020 2019

Without donor restrictions $ 113,686 $ 28,387
With Donor Restrictions:

Program restricted 4,955,497 4,810,819

Endowment funds 1,285,384 1,182,768

6,354,567 6,021,974

Unamortized discount (181,885) (260,844)

Allowance for doubtful accounts (80,000) (280,000)

Unconditional Promises to Give, Net $ 6,092682 $ 5481,130

Net unconditional promises to give at June 30, consisted of the following:

2020 2019
Without donor restrictions $ 108,968 $ 19,603
With Donor Restrictions:
Program restricted 5,008,807 5,183,378
Endowment funds 974,907 278,149

$ 6092682 § 5481,130

Promises to give will be received, depending on the timing of the donor’s pledge
commitment, from within one year to five years. Significant contributions due in more than
one year are reflected at the present value of estimated future cash flows using discount
rates ranging from .53% to 1.61% and 2.47% to 3.04% for the years ended June 30, 2020
and 2019. The discount is amortized and included in support over the life of the pledge.

Promises to give are due to be collected in the following periods:

2020 2019
Less than one year $ 2368642 $ 1,812,990
One to five years 3,985,925 4,208,984
6,354,567 6,021,974
Unamortized discount (181,885) (260,844)
Allowance for doubtful accounts (80,000) (280,000)
Unconditional Promises to Give, Net $ 6,092,682 $ 5,481,130
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Investments

Investments consisted of the following at June 30:

2020
Unrealized
Cost Fair Value Gain (Loss)
Money market funds $ 489,301 $ 489,301  $ -
Fixed income 25,356,219 25,993,580 637,361
Equities 33,749,555 39,980,964 6,231,409
Tactical Tilt fund 3,619,648 3,722,957 103,309
Public REITS 2,941,881 2,449,336 (492,545)
Hedge funds 4,074,239 4,519,548 445,309
Private equity 4,129,724 5,121,341 991,617
Private credit 935,104 933,853 (1,251)
Private equity real estate 815,691 815,691 -
Total Investments $ 76,111,362 $ 84,0265571 $ 7,915,209
2019
Unrealized
Cost Fair Value Gain (Loss)
Money market funds $ 265,384 $ 265,384 $ -
Fixed income 23,380,019 23,611,377 231,358
Equities 33,246,857 40,401,918 7,155,061
Tactical Tilt fund 6,330,656 6,423,594 92,938
Public REITS 2,732,087 2,800,441 68,354
Hedge funds 4,086,709 4,579,148 492,439
Private equity 3,096,324 3,491,699 395,375
Private credit 256,606 256,685 79
Private equity real estate 1,170,634 1,170,634 -
Total Investments $ 74565276 $ 83,000,880 $ 8,435,604
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Investments (continued)

The components of investment return are as follows for the years ended June 30:

Dividends and interest, net of
investment fees of $355,306

Gain on sale of securities

Unrealized loss on securities

Net Investment Return

Dividends and interest, net of
investment fees of $310,791

Gain on sale of securities

Unrealized gain on securities

Net Investment Return

2020
Without Donor With Donor
Restriction Restriction Total
$ (234,280) $ 2,625105 $ 2,390,825
29,047 630,039 659,086
(24,726) (536,310) (561,036)
$ (229,959) $ 2,718,834 § 2,488,875
2019
Without Donor With Donor
Restriction Restriction Total
$ 928,882 $ 1,159,986 $ 2,088,868
28,829 26,976 55,805
1,409,790 1,319,159 2,728,949
$ 2367501 $ 2506121 $ 4,873,622

At June 30, 2020, the Foundation’s investments in fixed income and equity asset classes
consisted of 78% in domestic positions and 22% in international positions. Of the total
investments in international positions, 85% were in developed markets and 15% were in
emerging markets. At June 30, 2019, the Foundation’s investments in fixed income and
equity asset classes consisted of 77% in domestic positions and 23% in international
positions. Of the total investments in international positions, 84% were in developed
markets and 16% were in emerging markets.
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Investments (continued)

At June 30, 2020, the Foundation has committed to seven private equity investments, one
private credit investment, and one private equity real estate investment. Of the seven
private equity investments, two are in the secondary market and the other five are in the
primary market. At June 30, 2020, total commitments to the private equity investments
have been summarized as follows:

Total Unfunded
Commitments Commitment

Primary $ 7,300,000 $ 4,295,340
Secondary 3,900,000 2,783,215
Real estate 2,000,000 1,317,988
Private credit 2,200,000 1,284,155

$ 15,400,000 $ 9,680,698

At June 30, 2020, the Foundation’s investments included equity and fixed income
positions invested through a Student Advised Investment Fund (“SAIF”) which is managed
by students of the University under defined policies and procedures. The SAIF was
organized as a single member limited liability company in which the Foundation is the sole
member. Total funding committed and invested during the year ended June 30, 2020
amounted to $200,000. At June 30, 2020, investments at fair value approximated
$206,000.

Split-Interest Agreements

The Foundation has been named the beneficiary of five charitable remainder trusts. Under
the terms of the charitable remainder trusts, the third party trustees pay specified
distributions to the donors during the agreement's term. At the time of the donors' death,
the trusts will terminate, and the remaining trust assets will be distributed to the
Foundation.

Pursuant to the terms of the donation governing one trust, the assets are to be restricted
for use in a scholarship fund, while the assets of the other four trusts can be used for
unrestricted purposes.

During the year ended June 30, 2020, the Foundation was notified and received proceeds
from two trusts that were liquidated following the passing of donors. Proceeds received
approximated $160,000.

For the year ended June 30, 2019, the Foundation received an interest in one trust with
contribution revenue recognized in the amount of $20,000.
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Split-Interest Agreements (continued)

Net increases (decreases) in the beneficial interests of split-interest agreements
approximated $6,000 and $18,000 for the years ended June 30, 2020 and 2019. The
recorded beneficial interests are based on the present value of the future cash flows to
the Foundation.

Beneficial Interest in Trusts

As of June 30, 2020 and 2019, the Foundation has recorded its beneficial interest in a
perpetual trust. Interest in the perpetual trust has been recorded as a permanent
endowment based on the intent for the trust to operate in perpetuity.

The assets held in the trust consist of an investment portfolio which is in the custody of an
independent trustee who has the authority to manage investment decisions. The Trustee
does not have variance power to redirect the interests in the trust to another entity.

As of June 30, 2020, total assets in the trust consisted of approximately $126,000 in equity
positions (of which $90,000 was invested in U.S. domestic equity mutual funds and
$36,000 was invested in international equity mutual funds), $100,000 was invested in fixed
income (of which $68,000 was invested in U.S. fixed income positions and $32,000 was
invested in international fixed income positions), $12,000 was invested in alternative
strategies and $58,000 was held in cash and cash equivalents.

As of June 30, 2019, total assets in the trust consisted of approximately $140,000 in equity
positions (of which $87,000 was invested in U.S. domestic equity mutual funds and
$53,000 was invested in international equity mutual funds), $90,000 was invested in fixed
income (of which $56,000 was invested in U.S. fixed income positions and $34,000 was
invested in international fixed income positions), $12,000 was invested in alternative
strategies and $8,000 was held in cash and cash equivalents.
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Fair Value Measurements

The fair value of investments at June 30, and their fair value level hierarchy are as follows
for those investments subject to categorization within the hierarchy:

2020
Quoted Prices  Significant
in Active Other Significant Other
Markets for Obsenvable  Unobservable  Investments
[dentical Assets Inputs Inputs Measured
Description Lewel 1 Lewel 2 Lewel 3 at NAV Total
Investments:
Equity Securities: (a)
Equity securities - U.S. large cap $ 18,053,353 § -9 -9 - § 18,053,353
Equity securities - U.S. dynamic 3,615,120 92,591 - 3,707,711
Equity securities - U.S. small cap 3,699,519 - - 3,699,519
Equity securities - emerging markets 2,206,593 - - 2,206,593
Equity securities - developed markets 7,433,675 4,880,113 - 12,313,788
Total Equity Securities 35,008,260 4,972,704 - 39,980,964
Fixed Income Securities: (a)
Fixed income - U.S. short-term - - -
Fixed income - U.S. intermediate-term 19,020,617 - 19,020,617
Fixed income - U.S. high yield 6,972,963 - 6,972,963
Total Fixed Income Securities 25,993,580 - 25,993,580
REITS: (a)
U.S. public REITS 1,290,322 - 1,290,322
Non-U.S. public REITS 1,159,014 - 1,159,014
Total REITS 2,449,336 - 2,449,336
Hedge Funds: (b)
Equity long/short 808,235 808,235
Event driven measured at net asset value 1,015,670 1,015,670
Relative value measured at net asset value 1,424,600 1,424,600
Tactical trading at net asset value 1,199,359 1,199,359
Other at net asset value 71,684 71,684
Total Hedge Funds 4,519,548 4,519,548
Other Investments:
Private equity real estate at net asset value (b) - 815,691 815,691
Tactical Tilt fund (a) 3,722,957 - 3,722,957
Private equity at net asset value (b) - 5,121,341 5,121,341
Private credit at net asset value (b) - 933,853 933,853
Money market funds (a) 489,301 - 489,301
Total Other Investments 4,212,258 6,870,885 11,083,143
Total Investments $ 67663434 § 4972704 § $ 11,390,433 § 84,026,571
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Fair Value Measurements (continued)

2020
Quoted Prices  Significant
in Active Other Significant Other
Markets for Observable  Unobservable  Investments
Identical Assets Inputs Inputs Measured
Description Level 1 Lewel 2 Lewel 3 at NAV Total
Other:
Beneficial interest in trust $ - 9§ - § 29593 § - § 295953
Spilt-interest agreements - 26,855 - 26,855
Cash surrender value of life insurance - 93,958 - - 93,958
Total Other $ - § 93958 § 322808 $ - § 416,766
2019
Quoted Prices  Significant
in Active Other Significant Other
Markets for Observable  Unobservable  Investments
[dentical Assets Inputs Inputs Measured
Description Lewel 1 Lewel 2 Lewel 3 at NAV Total
Investments:
Equity Securities: (a)
Equity securities - U.S. large cap $ 13,583,354 § - 9§ - § $ 13,583,354
Equity securities - U.S. dynamic 8,481,913 156,444 - 8,638,357
Equity securities - U.S. small cap 3,737,030 - - 3,737,030
Equity securities - emerging markets 2,278,278 - - 2,278,278
Equity securities - developed markets 7,264,141 4,900,758 - - 12,164,899
Total Equity Securities 35,344,716 5,057,202 - - 40,401,918
Fixed Income Securities: (a)
Fixed income - U.S. short-term 4,371,528 4,371,528
Fixed income - U.S. intermediate-term 12,200,853 12,200,853
Fixed income - U.S. high yield 7,038,996 - - 7,038,996
Total Fixed Income Securities 23,611,377 - - 23,611,377
REITS: (a)
U.S. public REITS 1,378,011 1,378,011
Non-U.S. public REITS 1,422,430 - - 1,422,430
Total REITS 2,800,441 - - 2,800,441
Hedge Funds: (b)
Equity long/short 1,017,673 1,017,673
Event driven measured at net asset value 1,366,408 1,366,408
Relative value measured at net asset value 797,863 797,863
Tactical trading at net asset value 1,284,885 1,284,885
Other at net asset value - 112,319 112,319
Total Hedge Funds $ $ - - § 4579148 § 4,579,148
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Fair Value Measurements (continued)

2019
Quoted Prices  Significant
in Active Other Significant Other
Markets for Observable  Unobservable  Investments
Identical Assets Inputs Inputs Measured
Description Level 1 Level 2 Lewel 3 at NAV Total
Other Investments:
Private equity real estate at net asset value (b)  $ - 8 - $ - § 1170634 § 1,170,634
Tactical Tilt fund (a) 6,423,594 - - - 6,423,594
Private equity at net asset value (b) - 3,491,699 3,491,699
Private credit at net asset value (b) - 256,685 256,685
Money market funds (a) 265,384 265,384
Total Other Investments 6,688,978 - - 4,919,018 11,607,996
Total Investments $ 68445512 § 5057,202 $ - § 9493166 $ 83,000,880
Other:
Beneficial interest in trusts $ - - § 118185 § - 118,185
Spilt-interest agreements - - 249,525 249,525
Cash surrender value of life insurance - 90,376 90,376
Total Other $ - § 90376 § 367,710 § - $ 458,086

(a) On the basis of its analysis of the nature, characteristics and risks of the investments,

the Foundation has determined that presentation by sub-asset class is appropriate.

(b) In accordance with current accounting standards, certain investments that are
measured at fair value using the net asset value per share (or its equivalent) “Practical
Expedient’ have not been classified in the fair value hierarchy. The fair value amounts
presented in these tables are intended to permit reconciliation of the fair value

hierarchy to the amounts presented in the statement of financial position.

The following is a reconciliation of the beginning and ending balances for Level
investments during the years ended June 30:

3

2020 2019
Beginning balance $ 367,710 $ 331,173
Change in value of beneficial interest in trusts
and split-interest agreements 60,898 16,537
Receipt of spilt interest beneficial interest 54,036 20,000
Liquidation proceeds received from beneficial interest in trust (159,836) -
Ending Balance $ 322808 $ 367,710

25



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Fair Value Measurements (continued)

The following table below summarizes liquidity arrangements for investments valued at
NAV using the “Practical Expedient’ and beneficial interests in trusts, spilt-interest
agreements and cash surrender value of life insurance investments at June 30, 2020:

See Fair Redemption Frequency Redemption
Note Value (If Currently Eligible) Notice Period
Hedge Funds
Strategic Opportunity, Ltd. A § 4,480,237 Quarterly 91 days
Relative value B 39,311
Total Hedge Funds 4,519,548
Not currently eliglible, 10 year
Private equity real estate 815,691 lock-up's expiring in 2025 N/A
Not currently eliglible, 10 year
Private equity 5,121,341 lock-up's expiring in 2029 N/A
Not currently eliglible, 10 year
Private credit 933,853  lock-up's expiring in 2028 N/A
Beneficial interest in trust 295,953 No liquidity N/A
Spilt-interest agreements 26,855 No liquidity N/A
Cash surrender value of life insurance 93,958 No liquidity N/A
Total Liquidity $ 11,807,199

Note A: The investment consists of fund managers that employ a variety of investment
strategies with varying net/gross exposure levels. The fair values of the investments in this
category are those reported by the fund administrators at June 30, 2020. Liquidity terms
are provided. At June 30, 2020, the hedge fund investment sector allocation included 18%
in equity long/short, 27% in tactical trading, 22% in event driven, 31% in relative value and
2% in other.

Note B: Fund is in liquidation.

Donated Artwork

Donated artwork consists of artwork donated as a gift from one donor. At inception the
artwork received by the Foundation had an appraised value of approximately $2,012,000
of which approximately $584,000 was transferred to the University and $1,428,000 was
held by the Foundation as available for sale pursuant to the terms of a gift agreement. The
Foundation has developed plans to strategically sell the artwork with the resulting
proceeds to be used to maintain the collection held by the University.
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Donated Artwork (continued)

The Foundation did not sell any pieces of artwork during the years ended June 30, 2020
and 2019. Subsequent to the year ended June 30, 2020, the Foundation sold a piece for
a total sales price of $14,400, resulting in net proceeds to the Foundation of $7,200, with
a gain of $3,200 realized.

Net Assets

Net assets consist of the following at June 30:

2020 2019
Without Donor Restrictions
Undesignated general operating $ 1,423,961 $ 2,198,735
Board designated 2,420,905 2,432,270
Total Without Donor Restrictions 3,844,866 4,631,005
With Donor Restrictions
Program restricted:
Program funds 4,446,275 4,419,562
Scholarship funds 1,820,376 1,791,084
Capital funds 1,422,365 1,439,728
Quasi-endowment funds 24,593,657 25,130,099
Endowments, spendable 4,239,752 3,979,965
36,522,425 36,760,438
Permanent endowment funds 49,868,632 47,696,952
Total With Donor Restrictions 86,391,057 84,457,390
Total Net Assets $ 90,235,923 $ 89,088,395

Reclassifications between net assets are made to comply with donor-imposed restrictions
and for transferring funds based on the changes in classifications.
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Endowments

The Foundation currently manages various donor restricted and board designated
endowment funds which support Montclair State University. Donor restricted (permanently
restricted) funds are managed based on the explicit directions of the donor. Board
designated endowments are used to report resources that the Board of Trustees, rather
than the donor, has determined are to be retained and managed similar to an endowment.

The Uniform Prudent Management of Institutional Funds Act (“UPMIFA”) as enacted in
New Jersey does not establish a level below which an endowment fund may not fall.
Instead, UPMIFA requires that endowment fund investment and spending policies be
designed with the aim of preserving that amount of each endowment fund which is prudent
for the uses, benefits, purposes and duration for which each endowment fund was
established. For accounting purposes only and without any implication for the
Foundation’s legal obligations for administrating its endowment funds, the Foundation has
classified as donor with restrictions net assets the following: (a) the original value of gifts
donated to its endowment funds, (b) the original value of subsequent gifts to such
endowment funds, and (c) accumulations to such endowment funds made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is
added to the fund. The remaining portion of a donor-restricted endowment fund is
classified within with donor restrictions net assets until those amounts are appropriated
for expenditure by the Foundation through the Board of Trustee’s approval of the annual
budget, which is inclusive of the amount withdrawn from its endowment funds pursuant to
the Foundation's spending policy. The Board has determined that, absent donor
stipulations to the contrary, the provisions of State law do not impose either a restriction
on the income or capital appreciation derived from the original gift and/or additional gifts.

Unless otherwise specified by the donor, the Board of Trustees utilized a spending rate of
4.25% for the years ended June 30, 2020 and 2019 to determine distributions from the
endowment. In most cases, a required minimum balance for each endowment must be
achieved before a distribution can be made.
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Endowments (continued)

The following is a reconciliation of the activity in the Endowment funds:

Year Ended June 30, 2020

With Donor Restrictions

Without Permanent
Donor Program Endowment
Restrictions Restricted Funds Total
Endowment Net Assets
at June 30, 2019 $ 3049799 $§ 3979965 § 47,696,952 § 54,726,716
Dividends and interest 121,025 1,884,635 - 2,005,660
Gain on sale of securities 29,047 452,323 - 481,370
Unrealized loss on securities (24,726) (385,032) - (409,758)
Contributions and pledge collections - 3,943 1,962,235 1,966,178
Appropriation of endowment assets for
expenditures 1,657,480 (1,657,480) - -
Release restrictions (1,657,480) - - (1,657,480)
Transfers between program restricted and
permanent endowment funds - (209,445) 209,445 -
Transfers to other net assets - 170,843 - 170,843
Endowment Net Assets
at June 30, 2020 $ 3175145 § 4,239,752 § 49,868,632 § 57,283,529
Year Ended June 30, 2020
With Donor Restrictions
Without Permanent
Donor Program Endowment
Restrictions Restricted Funds Total
Reconciliation to net assets:
Donor restricted funds $ - $ 4239752 $§ 49,868,632 $ 54,108,384
Board designated funds 2,420,905 24,593,657 - 27,014,562
Unrestricted funds 1,423,961 - - 1,423,961
Other temporarily restricted gifts - 7,689,016 - 7,689,016
$ 3844866 $ 36522425 § 49,868,632 § 90,235923

29



Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

10. Endowments (continued)

Year Ended June 30, 2019
With Donor Restrictions

Without Permanent
Donor Program Endowment
Restrictions Restricted Funds Total
Endowment Net Assets
at June 30, 2018 $ 371,469 § 3,801,347 $ 43,913,253 § 48,086,069
Dividends and interest 1,239,493 809,878 - 2,049,371
Gain on sale of securities 28,829 18,834 - 47,663
Unrealized gain on securities 1,410,008 921,013 - 2,331,021
Contributions and pledge collections - 2,018 3,697,861 3,699,879
Appropriation of endowment assets for
expenditures 1,557,913 (1,557,913) - -
Release restrictions (1,557,913) - - (1,557,913)
Transfers between program restricted and
permanent endowment funds - (18,687) 18,687 -
Transfers to other net assets - 3,475 67,151 70,626
Endowment Net Assets
at June 30, 2019 $ 3049799 § 3979965 § 47,696,952 § 54,726,716

Year Ended June 30, 2019
With Donor Restrictions

Without Permanent
Donor Program Endowment
Restrictions Restricted Funds Total
Reconciliation to net assets:

Donor restricted funds $ - § 3979965 $ 47,696,952 $ 51,676,917
Board designated funds 2,432,270 25,130,099 - 27,562,369
Unrestricted funds 2,198,735 - 2,198,735
Other temporarily restricted gifts - 7,650,374 - 7,650,374

$ 4631005 § 36,760,438 § 47,696,952 § 89,088,395

From time to time, the fair value of assets associated with individual donor restricted
endowment funds may fall below the level the donor or the New Jersey UPMIFA requires
the Foundation to retain as a fund in perpetual duration.

Deficiencies of this nature existed in 112 donor-restricted permanently endowed funds,
which together have an original gift value of $32,190,000, a current value of $30,268,000,
and a deficiency of $1,922,000 as of June 30, 2020. A total of nine funds comprised 72%
of the total underwater value.

30



10.

11.

Montclair State University Foundation, Inc.
(A Component Unit of Montclair State University)

Notes to Financial Statements
June 30, 2020 and 2019

Endowments (continued)

These deficiencies resulted from unfavorable market fluctuations that occurred shortly
after the investment of these contributions. Continued appropriation for designated
programs has been deemed prudent by the Foundation Board.

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies that attempt to provide a
predictable stream of funding to programs, while seeking to maintain the purchasing power
of the endowment funds. The Foundation’s primary investment objectives are to (i) invest
its endowment principal to achieve growth of both principal value and income over time
sufficient to preserve and/or increase the real (inflation adjusted) purchasing power of the
assets and (ii) to provide a stable source of perpetual financial support.

Strategies Employed for Achieving Objectives

The Foundation’s investment policy is approved by its investment committee which was
established by the Foundation’s Board of Trustees. To satisfy its long-term rate-of-return
objectives, the Foundation relies on a total return strategy in which investment returns are
achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Foundation targets a diversified asset allocation that places
a greater emphasis on equity-based investments to achieve its long-term return objectives
within prudent risk constraints.

Liquidity and Availability

The Foundation regularly monitors the availability of resources required to meet its
operating needs and contractual commitments, while also striving to maximize its
investment portfolio to meet short term spending needs while also preserving inter-
generational equity. For purposes of analyzing resources available to meet general
expenditures over a 12-month period, the Foundation considers all expenditures related
to its ongoing mission-related activities as well as the conduct of services undertaken to
support those activities.

The Foundation has various sources of liquidity available, including cash and cash
equivalents, investments and pledge receivables. At June 30, 2020, approximately 82%
of the Foundation’s investment portfolio consists of highly liquid investments, with an
additional 5% available for liquidation with 90 days’ notice. Of the total invested,
approximately 65% is from permanently endowed funds, 27% from quasi-endowed funds,
and the residual is from temporarily restricted or unrestricted funds.
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Liquidity and Availability (continued)

As of June 30, 2020 and 2019, the Foundation’s financial assets were designated as
follows:

2020 2019
Cash $ 1256242 $ 1,034,892
Operating investments 6,404,414 7,377,037
Unconditional promises to give 725,102 958,542
Payout on board designated endowments 857,640 848,966
Payout on donor-restricted endowments 1,951,924 1,749,727

$ 11,195,322  § 11,969,164

In addition to financial assets to meet general expenditures over the next 12 months, the
Foundation anticipates that sufficient revenue will be generated and collected to cover
general expenditures not covered by donor-restricted sources.

The Foundation’s governing board has designated a portion of its resources to function
as quasi-endowments. These funds are invested for long-term appreciation and for current
spending purposes, but remain available and may be spent at the discretion of the board
based on needs existing at that time. The total amount of quasi-endowed funds available
for expenditure are either “with donor restrictions” for purpose based on the donor intent
or “without donor restrictions”. Quasi-endowed funds are held primarily for scholarship
purposes. The following summarizes the quasi-endowment funds of the Foundation as of
June 30, 2020 and 2019:

2020 2019
Without donor restriction $ 2420905 $ 2,432,270
With donor restriction 24,593,657 25,130,099

$ 27,014,562 § 27,562,369

Major Contributions

For the year ended June 30, 2020 a donation from one donor comprised approximately
15% of total contributions. One pledge balance outstanding from the same donor
amounted to approximately 72% of total unconditional promises to give at June 30, 2020.

For the year ended June 30, 2019, a donation from one donor comprised approximately

37% of total contributions. One pledge balance outstanding from another donor amounted
to approximately 67% of total unconditional promises to give at June 30, 2019.
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Non-cash Contributions

Total non-cash contributions, excluding services, amounted to approximately $101,000
and $190,000 for the years ended June 30, 2020 and 2019. These contributions were in
the form of artwork and equipment for the benefit of the University and as a result have
been transferred to the University.

Related Party Transactions

The Foundation makes payments to the University for scholarships, grants and
reimbursement of certain expenditures including staff salaries and fringe benefits.
Payments by the Foundation to the University were approximately $6,945,000 and
$5,928,000 for the years ended June 30, 2020 and 2019. Amounts due to the University
included in accounts payable and accrued expenses at June 30, 2020 and 2019 and were
approximately $2,970,000 and $2,584,000.

Risk Concentrations
The following summarizes the Foundation’s material risk concentrations:

e Cash: The Foundation maintains its cash balances in bank deposit accounts
which, at times, may exceed federally insured limits. The Foundation has not
experienced any losses in such accounts and as a result believes it is not exposed
to any significant related financial risk.

¢ Investments: The Foundation maintains an investment portfolio which consists of
fixed income, equity, and alternative strategies asset classes which are managed
through independent investment advisors which also serve as custodians.
Because of the inherent uncertainty of valuations, the estimated fair values may
differ significantly from the values that would have been used had a ready market
for such investments existed or had such investments been liquidated, and those
differences could be material.

Alternative investments consist of non-traditional, not readily marketable
investments, including hedge funds, and private equity investments. The
underlying investments of such funds, whether invested in stock or other securities,
are generally not currently traded in a public market and typically are subject to
restrictions on resale. Values determined by investment managers and general
partners of underlying securities that are thinly traded or not traded in an active
market may be based on historical cost, appraisals, a review of the investees’
financial results, financial condition and prospects, together with comparisons to
similar companies for which quoted market prices are available or other estimates
that require varying degrees of judgment.
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15. Risk Concentrations (continued)

At June 30, 2020 and 2019, the Foundation had the following investments which
were in excess of 10% of total investments:

2020 2019
U.S. Large Cap Equity Fund $ 17,983,000 $ 13,528,000
Intermediate Bond Fund 18,940,000 12,147,000

$ 36,923,000 $ 25,675,000

¢ Unconditional promises to give: The Foundation periodically reviews its
unconditional promises to give and establishes an allowance for uncollectible
amounts to manage its credit risk. Management uses historical analysis combined
with specific information on individual amounts outstanding to determine a
reasonable allowance. Management believes that the credit risk beyond its
established allowance is limited.

* %k k k%
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