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Investment Pools

Total investments held by Miami University and the Miami University Foundation crossed a significant milestone during the
fiscal year ending June 30, 2015, finishing the year in excess of one billion dollars for the first time versus $934 million at the
previous year-end. This increase in assets is attributable to continued improvement in University operating cash flow and
sustained giving levels, in spite of a difficult investment environment.

The Miami University Foundation’s investment committee provides governance oversight to one unified endowment investment
pool for the University and the Foundation, while the University maintains oversight of the non-endowment pool. The fiscal
year-end asset values among the pools are as follows:

Pool Type of Funds Invested as of June 30, 2015

University Non-endowment Working capital and cash reserves $516,491,000
to support operating activities

University & Foundation Endowments Funds donated to the University and the $460,141,000
Foundation to establish endowments in perpetuity

Trusts, Annuities, and Separately Gifts managed independently of $ 26,142,000

Invested Assets the pooled funds

Total Investments $1,002,774,000

The University’s non-endowment pool holds the working capital and cash reserves that fund the University’s operating activities.
Its balance fluctuates significantly during the course of a year based on the University’s cash flow cycle of receipts and
expenditures. June 30 typically marks the low point of this annual cycle.

The combined endowment pool invests endowed gifts from donors. The pool operates under the philosophy that the funds are
invested in perpetuity to provide benefits to today’s students as well as to the many generations of Miami students yet to come.
Miami invests the funds with the confidence that economic cycles will rise and fall, but that a well diversified portfolio will
provide the long-term growth necessary to preserve the purchasing power of the endowment across the generations. The
investment policy governing the endowment pool recognizes that the portfolio can tolerate year-to-year fluctuations in return
because of its infinite time horizon, and looks beyond short-term fluctuations toward an investment philosophy that provides
the best total return over very long time periods.

The University and Foundation also hold assets given by donors in the form of trusts, annuities, insurance policies, real estate,
and other assets. These funds are managed separately from the endowment pool.

Over the last decade, total investment assets have nearly doubled. The pools have increased in value through a combination of
prudent fiscal management, generous support from donors, and solid investment earnings. We appreciate the enduring generosity
of our alumni and friends, along with the wisdom and leadership of our trustees and directors, as we continue to navigate this
period of unprecedented transformation in both higher education and the global capital markets.




Growth in Total Investment Assets
June 30, 2015
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Asset Allocation

The non-endowment pool has three components. Operating
cash represents the University’s working capital and is invested

in short-term cash equivalents, with a target balance of two
to six months of average cash needs. Core cash represents
short-term reserves and is invested in high quality short-term
and intermediate-term fixed income investments, also with
the target balance of two to six months of average cash needs.
Long-term capital consists of longer-term reserves and
represents the remainder of the pool. It is invested in a mix
of longer maturity bonds and absolute return hedged
strategies.

Miami University Non-Endowment
Asset Allocation
June 30, 2015

During the year, cash flow generation was again very strong
due to sustained improvements in University operating
efficiency. This growth in operating cash continues to present
a major challenge, however, as short-term interest rates enter
their seventh year near zero. Several rebalancing actions were
taken during the year to reduce operating cash balances and
increase the pool’s earnings potential. These moves were
accomplished by initiating two new absolute return strategies
and adding to one absolute return strategy. No managers were
liquidated. As aresult, the allocation to long-term capital rose

from sixty percent to sixty six percent versus last year.
The potential for increases in interest rates have reinforced a
bias toward absolute return strategies and low duration bonds.

Miami University Non-Endowment
Asset Allocation History
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The endowment pool’s primary asset allocation strategy uses
three asset categories: equity, debt, and real assets. Within
each category, exposure can be attained through three types
of strategies: long-only public, hedged, or private.
Managers employed tend to have broad, unconstrained
mandates, allowing them great flexibility to pursue
opportunities. Most of these managers have a global mandate.

Combined
University &
Foundation
Endowment Asset
Allocation
June 30, 2015
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At fiscal year-end, total equity related strategies represented
about fifty eight percent of the combined portfolio, up by about
four percentage points during the year. The increase was due
to the addition of capital to hedged equity and coupled with
performance experienced in hedged equity and public equity
strategies that was relatively stronger than debt and real asset
strategies. The reduction in private equity was from the return
of capital from mature programs. Real asset exposure
decreased by two percentage points primarily due to the
impact of falling commodity prices. Over the last five years,
the primary allocation shift has been away from public equity
and towards public real asset strategies.




Change in Endowment Asset Allocation

2015 vs. 2014 2015 vs. 2010
Equity 4% -6%
Public 1% -5%
Hedged 5% 1%
Private -2% -2%
Debt -2% -2%
Public 0% -3%
Hedged -1% 2%
Private 0% 0%
Real Assets -2% 4%
Public -1% 4%
Private -1% 0%
Cash 1% 3%

Combined University & Foundation Endowment
Asset Allocation History
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Another way to consider the endowment’s asset allocation is
through geographic diversity. The portfolio emphasizes
managers that invest globally, usually allowing the manager
to determine the most opportune places in the world to
allocate capital. The concept of geography is often difficult to
quantify, since an investment might be domiciled in one
country, trade in another, derive its current revenue globally,
and perceive its future earnings growth to be in completely
new markets. The following chart depicts the total endowment’s
estimated exposure by domicile in four broad categories:
North America, Europe, Asia, and LAMA (Latin America,
Middle East, and Africa).

Combined University & Foundation Endowment
Geographic Exposure by Domicile
June 30, 2015
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The third measure of the endowment’s asset allocation is

liquidity, or how quickly the exposure to a particular manager

can be redeemed and turned into cash. About 39 percent of the

portfolio could be converted to cash within seven days, while

the illiquid portion, in private limited partnerships, has been

shrinking with the return of capital from mature programs.
Combined University & Foundation

Endowment Liquidity
June 30, 2015

Miami treats each investment manager relationship like
a partnership and, along with its external advisors, expends
considerable effort on the due diligence process.
The investment consultants focus on manager research,
including back office due diligence, and conduct regular
statistical reviews to examine the role each manager is playing
in the portfolio. Staff has quarterly conversations with each
manager to understand their strategic thinking and to monitor
their activities. Ongoing oversight tasks include making
manager site visits, attending investor conferences, reading
trade publications, tracking government filings, and
monitoring the managers’ service providers.

In total, the endowment employs 27 external managers, some
with multiple mandates. During the year, new relationships
were established with two global hedged equity mangers, one
global public equity manager, and one private real assets
manager. Two managers, one in hedged equity and one in
public equity, were terminated. Inaddition, two private equity
funds made final liquidating distributions.

Investment Returns

The University’s non-endowment pool earned 1.6 percent for
the fiscal year ended June 30, 2015, down from the 5.2 percent
earned in the previous year. Annualized performance for the
trailing five years was 3.0 percent, providing annualized added
return versus the 90-day Treasury bill over that period of 2.9
percentage points. The recent results were achieved in spite of
sustained near zero short-term interest rates that significantly
limit the earnings potential of a significant portion of this pool.
The absolute return strategies in the long-term capital portion
of the pool produced returns in excess of 3.2 percent for the
year, and have averaged 8.6 percent over the last three years.




The endowment pools earned an estimated 1.5 percent for the
fiscal year. This figure excludes the private capital portion of
the portfolio that reports on a significant delay. These results
follow two consecutive years of positive double digit returns.
Estimated annualized performance for the trailing ten years
was 5.9 percent. Hedged equity and hedged debt strategies
provided the best returns for the year as managers were able
to capitalize on surging volatility. While public real assets
provided the highest returns over the last three years, they
represented the largest drag on results for the fiscal year due
to the significant decline in oil and other commodity prices.

Combined Rates of Return
FY2006 - FY2015
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Program Support

Endowments provide alasting legacy for Miami because their
principal is invested in perpetuity, and an annual distribution
is made to support a variety of activities of the University. The
spending policies of the University and Foundation are
intended to achieve a balance between the need to preserve
the purchasing power of the endowment principal in
perpetuity and the need to maximize current distribution of
endowment earnings. Fulfilling these dual objectives is often
referred to as achieving “intergenerational equity,” in which
no generation of college students is advantaged in relation to
other generations.

The formula under which annual spending distributions are
calculated is a blend of two elements: an inflation component
(70 percent of the formula) that increases the prior year’s
distribution by the rate of inflation, and a market factor (30
percent of the formula) that ties the distribution to the market
value of the investments. This formula was adopted in fiscal
year 2004 and is intended to reduce volatility caused by various
market conditions, while maintaining intergenerational
equity and preserving the purchasing power of the endowed
principal.

Annual University & Foundation Endowment
Actual Earnings Distributions
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The combined distribution for fiscal year 2015 was about $19.3
million. This amount, about $400,000 greater than the
previous year, represents the largest endowment distribution
ever for Miami. Over the last ten years, the cumulative
distributions have totaled almost $157 million and have
provided an important source of funding to help offset
reductions in state support. The following chart shows the
proportion of programs supported by the 2015 distributions.

Miami University and Foundation Endowment
Programs Supported by Endowments
Fiscal Year 2015

Student Services, Campus Institutional
Athletics Improvements Support & Other
3% 3% 9%

Miami’s current fundraising priority, the $100 million Miami
Promise Scholarship Campaign, was launched during the
fiscal year. It reinforces the institution’s continued focus on
attracting high achieving students to Miami, while making
the Miami experience more accessible to a wider array of
students. Your support of Miami is profoundly impactful in
so many ways, and is deeply appreciated by the entire Miami
community.

Miami University: Equal opportunity in education and employment.
PRODUCED BY UNIVERSITY COMMUNICATIONS AND MARKETING  0.5K1015
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McGladrey LLP

- McGladrey

Independent Auditor's Report

Board of Directors

Miami University Foundation and
Mr. Dave Yost

Auditor of the State of Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of Miami University Foundation which comprise
the statement of financial position as of June 30, 2015, and the related statements of activities and cash
flows for the year 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s 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.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Miami University Foundation as of June 30, 2015, and the changes in its net assets

and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

1

Member of the RSM Intemational network of Independent accounting, tax and consulting firms.



Independent Auditor's Report (Continued)

Report on Summarized Comparative Information

We have previously audited Miami University Foundation’s 2014 financial statements, and we expressed
an unmodified audit opinion on those audited financial statements in our report dated October 14, 2014.
In our opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2014, is consistent, in all material respects, with the audited financial statements from which it
has been derived.

/%c% Lo

Cleveland, Ohio
October 12, 2015



Miami University Foundation

Statement of Financial Position
June 30, 2015
(With Comparative Totals for June 30, 2014)

2015 2014
Assets
Cash and cash equivalents $ 35553522 $ 31,360,556
Pledges receivable, net 39,749,868 33,331,309
Other receivables, primarily investment related 481,303 506,262
Investments 443,923,908 449,162,441
Cash value of life insurance 1,958,834 1,812,490
Real estate investments 262,875 4,632,875
Total assets 521,930,310 520,805,933
Liabilities
Accounts payable and other liabilities 16,201,846 15,534,806
Assets held for other entities 177,268,370 182,499,614
Deferred revenue 1,982,513 2,001,996
Obligations under split-interest agreements 4,330,754 4,314,964
Total liabilities 199,783,483 204,351,380
Net Assets
Unrestricted 716,307 1,025,774
Temporarily restricted 133,829,531 139,682,354
Permanently restricted 187,600,989 175,746,425
Total net assets 322,146,827 316,454,553
Total liabilities and net assets $ 521,930,310 520,805,933

See Notes to Financial Statements.




Miami University Foundation

Statement of Activities
Year Ended June 30, 2015

(With Comparative Totals for the Year Ended June 30, 2014)

Revenues and Other Additions
Contributions
Investment income
Dividend and interest income, net
Net realized and unrealized (losses) gains
Net investment income

Change in value of split-interest agreements
Net assets released from restrictions due to

satisfaction of donor restrictions
Total revenues and other additions

Expenses and Other Deductions
Distributions to Miami University (Note 6)
Other expenses
Administrative expenses (Note 6)
Total expenses and other deductions
Change in net assets
Net assets - beginning of year

Net assets - end of year

See Notes to Financial Statements.

Temporarily Permanently 2015 2014

Unrestricted Restricted Restricted Total Total
$ 15261 $ 17,720,306 $ 11,744,736 $ 29,480,303 $ 22,622,963
5,511 2,430,485 - 2,435,996 3,345,497
(359,334) 2,637,742 (209,360) 2,069,048 32,546,153
(353,823) 5,068,227 (209,360) 4,505,044 35,891,650
- 22,467 - 22,467 1,371,123

28,344,635 (28,663,823) 319,188 - -

28,006,073 (5,852,823) 11,854,564 34,007,814 59,885,736
25,407,833 - - 25,407,833 24,214,321
272,485 - - 272,485 179,375
2,635,222 - - 2,635,222 2,437,758
28,315,540 - - 28,315,540 26,831,454
(309,467) (5,852,823) 11,854,564 5,692,274 33,054,282
1,025,774 139,682,354 175,746,425 316,454,553 283,400,271
$ 716,307 $ 133,829,531 $ 187,600,989 $ 322,146,827 $ 316,454,553




Miami University Foundation

Statement of Cash Flows
Year Ended June 30, 2015
(With Comparative Totals for the Year Ended June 30, 2014)

2015

2014

Cash Flows From Operating Activities
Payments to Miami University, net

Cash Flows From Investing Activities
Proceeds from sale of investments
Purchase of investments
Proceeds from sale of real estate
Assets held for other entities
Net cash provided by investing activities

Cash Flows From Financing Activities
Contributions restricted for long-term investment
Interest and dividends, restricted
Interest utilized for payment of split-interest obligations
Payments on split-interest obligations
Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning

Ending

Reconciliation of change in net assets to net cash
used in operating activities

Change in net assets

Adjustments to reconcile change in net assets to net

cash used in operating activities:
Increase in accounts payable and other liabilities
Contributions restricted for long-term investment
Net change in value of split-interest agreements
Interest and dividends
Net realized and unrealized gains on investments

Net cash used in operating activities

See Notes to Financial Statements.

$ (27,938,901)

$ (25,633,242)

80,764,518 87,127,680
(72,260,390) (76,452,597)
4,400,000 -
(6,637,459) (5,055,461)
6,266,669 5,619,622
23,851,840 20,382,631
2,419,158 3,464,267
460,952 333,368
(866,752) (757,888)
25,865,198 23,422,378
4,192,966 3,408,758
31,360,556 27,951,798
$ 35553522 $ 31,360,556
$ 5692274 $ 33,054,282
376,639 1,198,212
(29,480,303) (22,622,963)
(22,467) (1,371,123)
(2,435,996) (3,345,497)
(2,069,048) (32,546,153)

$ (27,938,901)

$ (25,633,242)




Miami University Foundation

Notes to the Financial Statements

Note 1.  Organization

Miami University Foundation (the Foundation) was organized on June 4, 1948 for the principal purpose of
fostering the educational and research activities of Miami University. The Foundation is governed by a
Board of Directors (the Board). In furtherance of its principal purpose, the Foundation is to be known as
the primary fundraiser, manager and steward of donated funds to Miami University. The Foundation
aspires to be a model of performance, accountability, stewardship and commitment to excellence. The
income earned on the Foundation’s investments is periodically transferred to Miami University to further
its educational and research activities.

The Foundation Board is comprised of at least fifteen directors that are elected by the Board and seven
directors that are appointed by Miami University. At least two-thirds of the elected directors are required
to be alumni or former students of Miami University.

Note 2.  Summary of Significant Accounting Policies

Financial statement presentation: The financial statements of the Foundation are prepared in
accordance with accounting principles generally accepted in the United States of America as more
explicitly described in the Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC).

Net asset classification: Net assets comprise resources over which the Foundation has discretionary
control for use in carrying out the financial and operational objectives of the Foundation and for purposes
specified by donors. Activities of the Foundation are accounted for in the following net asset types:

Unrestricted net assets are those assets whose use has not been limited by donors for any period of time
or specified purpose.

Temporarily restricted net assets include gifts and grants for which donor imposed restrictions have not
been met (primarily future capital projects or gifts for educational purposes), earnings from long term
investments which are donor restricted, and time restricted trust activity and pledges receivable for which
the ultimate purpose of the proceeds is not permanently restricted.

Permanently restricted net assets include gifts and pledges which require, by donor restriction, that the
corpus be invested in perpetuity and only the income be utilized based on donor restrictions.

Accounting estimates: In preparing the financial statements in conformity with accounting principles
generally accepted in the United States of America, management has made, where necessary, estimates
and judgments based on currently available information that affect certain amounts reflected in the
financial statements. Actual results could differ from those estimates.

Cash and cash equivalents: Cash and cash equivalents consists primarily of cash in banks, money
market accounts, the BlackRock Liquidity Federal Trust Fund, and the State Treasury Asset Reserve of
Ohio (STAR Ohio and STAR Plus) that include short-term, highly liquid investments readily convertible to
cash, with an original maturity of three months or less. The Foundation maintains active relationships
with multiple cash equivalent accounts to reduce its exposure to custodial credit risk at any single
institution. The carrying amounts of these items are a reasonable estimate of their fair value.



Miami University Foundation

Notes to the Financial Statements

Note 2.  Summary of Significant Accounting Policies (Continued)

Investments: The Foundation records its investments at fair value using the following methods and
assumptions:

Investments that are market traded, such as equity and debt securities and mutual funds, are recorded at
fair value based primarily on quoted market prices, as established by the major securities markets. The
value of holdings of commingled funds investing in publicly traded stocks and bonds that do not have a
readily determined market value for fund units is based on the funds’ net asset value as supplied by the
investment manager’'s administrator. The values are reviewed and evaluated by Foundation
management. Investments in real estate are recorded at appraised value at the date of donation. The
issuing insurance companies determine the cash surrender value of the life insurance policies annually.

Market prices are not available for certain investments. These investments are carried at estimated fair
value provided by the funds’ management. Some valuations are determined as of June 30, while the
remaining valuations are determined based on March 31 information when June 30 information is not yet
available and adjusted by cash receipts, cash disbursements, and securities distributions through June 30.
The Foundation believes that the carrying amounts are reasonable estimates of fair value as of year-end.
Because these investments are not readily marketable, the estimated value is subject to uncertainty and,
therefore, may differ from the value that would have been used had a ready market for the investments
existed. Such differences could be material. The amount of gain or loss associated with these investments
is reflected in the accompanying financial statements using the equity method of accounting.

All donor-restricted endowment investments and unrestricted board-designated endowments are
managed in a unitized investment pool (Pooled Funds), unless donor-restricted endowment gift
agreements require that they be held separately. For the Pooled Funds, the fair value of the investments
is determined at the end of each quarter and the incremental fair value increase or decrease is allocated
to the individual fund accounts based on the number of shares the fund owns at the beginning of the
quarter.

Investment income is recorded on the accrual basis and purchases and sales of investments are
recorded on a trade-date basis. Investment transactions occurring on or before June 30, which settle
after such date, are recorded as receivables or payables. Net dividend and interest income as well as
gains/losses are allocated based on the number of shares owned.

Income taxes: The Foundation is a not-for-profit organization as defined under Section 501(c)(3) of the
Internal Revenue Code (the Code) and, is generally exempt from federal income taxes pursuant to
Section 501(a) of the Code, except on unrelated business income. The Foundation has evaluated its tax
positions at June 30 with respect to accounting for uncertainties in income taxes and has determined that
there was no material impact to the Foundation’s financial statements. The ASC provides related
guidance on measurement, classification, interest and penalties and disclosure as well as prescribing a
threshold of more-likely-than-not for recognition of tax positions taken or expected to be taken in a tax
return. The Foundation is subject to routine audits by taxing jurisdictions; however, there are currently no
audits for any tax periods in progress. The Foundation believes it is no longer subject to income tax
examinations for years prior to the fiscal year ended June 30, 2012. As of June 30, 2015, the Foundation
has no uncertain tax positions.

Recent accounting pronouncements: Accounting Standards Update (ASU 2015-07), Fair Value
Measurement (Topic 820): Disclosures for Investments in Certain Entities That Calculate Net Asset Value
(NAV) per Share (or Its Equivalent) — This ASU removes the requirement to categorize, within the fair
value hierarchy, investments for which fair values are measured at NAV using the practical expedient.
Removing those investments from the fair value hierarchy not only eliminates the diversity in practice in
how investments measured at NAV (or its equivalent) with future redemption dates are classified but also
ensures that all investments categorized in the fair value hierarchy are classified using a consistent
approach. For all non-public entities, the ASU is effective for fiscal years beginning after December 15,
2016, and interim periods within those fiscal years. Early application is permitted. The Foundation has
elected early adoption of this ASU for the year ended June 30, 2015.
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Miami University Foundation

Notes to the Financial Statements

Note 2.  Summary of Significant Accounting Policies (Continued)

Subsequent events: The Foundation has evaluated events occurring between the end of its most recent
fiscal year and October 12, 2015, the date the financial statements were issued. No material subsequent
events were identified for recognition or disclosure.

Note 3.  Pledges Receivable

At June 30, 2015, contributors to the Foundation have made unconditional pledges totaling $43,411,061
with 17 pledges accounting for over 50% of that total. Net pledges receivable have been discounted
using interest rates to a net present value of $40,948,848, at June 30, 2015. Discount rates ranged from
1.20% to 6.00%. The methodology for calculating an allowance for uncollectible pledges is based upon
management’s analysis of the aging of payment schedules for all outstanding pledges. Management has
recorded an allowance for uncollectible pledges of $1,198,980 at June 30, 2015. All pledges have been
classified as temporarily restricted net assets since they will either expire or be fulfilled within a specified
time or donor-imposed stipulations. At June 30, 2015, net pledges are due as follows:

Unconditional pledges expected to be collected:

Within one year $ 11,719,126
Between two and five years 23,599,400
In more than five years 8,092,535
Pledges receivable 43,411,061
Less discount on pledges (2,462,213)
Less allowance for uncollectible pledges (1,198,980)
Pledges receivable, net $ 39,749,868

The Foundation had also been notified of revocable pledges, bequests, and other indications of intentions
to give. These potential contributions are not permitted to be recorded as they are deemed intentions to
give and not promises to give.

Note 4. Investments

Investments held by the Foundation as of June 30, 2015 were:

Investment Description Fair Value
Domestic public equities $ 31,122,745
Global public equities 136,020,546
International public equities 10,257,373
Domestic public fixed income 2,490,323
Global public fixed income 26,807,206
Hedge funds 143,933,946
Limited partnerships and non-public equities 79,309,360
Split-Interest Funds:
Charitable remainder trusts 10,154,938
Charitable gift annuities 3,275,443
Pooled income funds 552,028
Total $ 443,923,908




Miami University Foundation

Notes to the Financial Statements

Note 4. Investments (Continued)

The Pooled Fund portfolio’s fair value was $429,049,841 at June 30, 2015. The Foundation maintains a
diversified investment portfolio for the Pooled Funds intended to reduce market risk, credit risk, and
interest rate risk with a strategy designed to take advantage of market inefficiencies. The Foundation’s
investment objectives are guided by its asset allocation policy and are achieved in partnership with
external investment managers operating through a variety of investment vehicles including separate
accounts, limited partnerships, and commingled funds. The Foundation's investment portfolio includes
publicly traded securities. As a result, a significant downturn in the securities markets could adversely
affect the market value of Foundation assets. As of June 30, 2015, the Foundation has made
commitments to limited partnerships of approximately $21.1 million that have not yet been funded, some
of which management expects may not be called by the partnerships due to the life-cycle of the
partnership.

The 2015 dividend and interest income of $2,435,996, as reported in the statement of activities, is net of
fees from external investment managers totaling $345,225.

Included in the Foundation’s investment pool (Pooled Fund) are assets held for the Miami University
Endowment, Miami University Paper Science & Engineering Foundation and a donor gift held for the
benefit of three other Ohio universities. The assets held for other entities are maintained as separate
funds on the financial system of the Foundation and receive a proportional share of the Pooled Fund’s
activity. The Foundation owns the assets in the Pool; the other entities have a financial interest in the
Pooled Fund but do not own any of the underlying assets. The Foundation has recorded a liability equal
to the fair value for the assets held for other entities.

Assets held for other entities as of June 30 were:
Miami University
Paper Science &

Miami University Engineering
Endowment Foundation Other Total

Assets held for other entities at June 30, 2014 $ 178,765,367 $ 3,565,348 $ 168,899 $ 182,499,614

New investments 1,914,268 50,000 - 1,964,268

Earnings distribution (8,300,000) - - (8,300,000)

Dividend and interest income 1,631,245 32,636 1,542 1,665,423

Net unrealized and realized (losses) (375,987) (8,657) (393) (385,037)

Value as of June 30, 2014 173,634,893 3,639,327 170,048 177,444,268
Distribution payable (included in accounts

payable and other liabilities) (1,949) (166,103) (7,846) (175,898)

Assets held for other entities at June 30, 2015 $ 173,632,944 $ 3,473,224  $ 162,202 $ 177,268,370




Miami University Foundation

Notes to the Financial Statements

Note 5. Fair Value Measurements

The Foundation uses fair value measurements to record the fair value of certain assets and liabilities and
to determine fair value disclosures. For additional information on how the Foundation values all other
assets and liabilities refer to Note 2 — Summary of Significant Accounting Policies. Financial assets and
liabilities recorded on the Statement of Financial Position are categorized based on the inputs and
valuation techniques as follows:

Level 1 — Quoted prices that are available in active markets as of the report date. The quoted market
prices are from those securities traded on an active exchange such as the New York Stock Exchange,
NASDAQ or an active over-the-counter markets.

Level 2 — Pricing inputs other than quoted prices in active markets, which are either directly or indirectly
observable as of the report date.

Level 3 — Inputs that are unobservable including the Foundation’s own assumptions in determining the
fair value of investments or liabilities. If the inputs used to measure the financial instruments fall within
different levels of the hierarchy, the categorization is based on the lowest level input that is significant to
the fair value measurement of the instrument. Liabilities associated with the split-interest funds represent
the present value of the expected payments to the beneficiaries over the terms of the agreements.

The following table presents the fair value hierarchy for the balances of the assets and liabilities of the
Foundation measured at fair value on a recurring basis as of June 30, 2015:

Level 1 Level 2 Level 3 Total

Investment Assets:
Domestic public equities $ 16,697,684 $ 14,425,061 $ - $ 31,122,745
Global public equities 104,458,732 4,837,821 - 109,296,553
International public equities 10,257,373 - - 10,257,373
Global public fixed income 15,934,870 - - 15,934,870
Limited partnerships and non-public equities - - 79,309,360 79,309,360
Split-interest funds:

Charitable remainder trusts 10,154,938 - - 10,154,938

Charitable gift annuities 3,275,443 - - 3,275,443

Pooled income funds 552,028 - - 552,028

$ 161,331,068 $ 19,262,882 $ 79,309,360 $ 259,903,310

Funds reported at fair value based on net asset value:

Non-publicly traded funds $ 40,086,652
Hedge funds 143,933,946
Total Investment assets $ 443,923,908

Investment Liabilities:
Split-interest funds:

Charitable remainder trusts $ - $ - $ 2,211,740 $ 2,211,740
Charitable gift annuities - - 2,117,240 2,117,240
Pooled income funds - - 1,774 1,774

Total Investment liabilities $ - $ - $ 4,330,754 $ 4,330,754

10



Miami University Foundation

Notes to the Financial Statements

Note 5.  Fair Value Measurements (Continued)

The following table is a reconciliation of all assets and (liabilities) measured at fair value on a recurring
basis using significant unobservable inputs (Level 3) for the year ended June 30, 2015:

Limted Partnerships
and Non-Public Split-Interest

Equities Funds
Balances as of July 1, 2014 $ 93,675365 $ (4,314,964)
Purchases of investments 8,503,283 -
Proceeds from sale of investments (24,250,121) -
Net realized and unrealized gains (losses) 1,380,833 (15,790)
Balances as of June 30, 2015 $ 79,309,360 $ (4,330,754)

The total Level 3 changes in net unrealized gains (losses) for the year relating to those investments and
split-interest funds still held at June 30, 2015 was $2,326,626, and is reflected as part of net realized and
unrealized (losses) gains in the statement of activities.

Redemption
Frequency Redemption
Fair Value Unfunded (if Currently Notice
(in millions) Commitments Eligible) Period
Non-publicly traded equity funds © $ 26,723,993 $ - monthly 10 days
Non-publicly traded debt funds ® 13,362,659 - weekly, monthly 5 - 90 days
Hedged equity funds © 64,215,662 - various 30 - 60 days
Hedged debt funds 79,718,284 - quarterly 45 - 95 days
Total $ 184,020,598  $ -

This class includes primarily long-only investments in publicly traded equity securities on a global
basis. The fair values of the investments in this class have been estimated using the net asset value
per share of the investments.

This class includes primarily long-only investments in publicly traded bonds and other debt securities
on a global basis. The fair values of the investments in this class have been estimated using the net
asset value per share of the investments.

©" This class includes primarily investments in hedge funds that invest in both long and short positions in

publicly traded equity securities on a global basis. The redemption frequency for these funds range
from weekly to up to 3 years. The fair values of the investments in this class have been estimated
using the net asset value per share of the investments. One investment, valued at $11.7 million, has
an initial 3-year lock on redemption imposed by the hedge fund manager and no redemptions are
currently permitted. We are in the first year of this redemption restriction. One investment, valued at
$9.9 million, has an ongoing 3-year lock on redemption imposed by the hedge fund manager and no
redemptions are currently permitted. We are in the first year of this redemption restriction.

@  This class includes primarily investments in hedge funds that invest in both long and short positions in
both publicly traded and private debt securities on a global basis. The fund may also hold long and
short positions in equity securities. Most debt securities are sub-investment grade and may be hard
to price due to thin trading volumes. The fair values of the investments in this class have been
estimated using the net asset value per share of the investments.

The Foundation assesses the levels of the investments at each measurement date, and transfers
between levels are recognized on the actual date of the event or change in circumstances that caused
the transfer in accordance with the Foundation’s accounting policy regarding the recognition of transfers
between levels of the fair value hierarchy. There were no significant transfers among levels 1, 2 and 3
during the year.
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Miami University Foundation

Notes to the Financial Statements

Note 6. Endowment

The Uniform Prudent Management of Institutional Funds Act (UPMIFA) as adopted by the State of Ohio
provides statutory guidelines for prudent management, investment, and expenditure of donor-restricted
endowment funds held by charitable organizations. The Foundation’s interpretation of its fiduciary
responsibilities for donor-restricted endowments under UPMIFA requirements, barring the existence of
any donor-specific provisions, is to preserve intergenerational equity to the extent possible and to
produce maximum total return without assuming inappropriate risks. The investment policies governing
these funds look beyond short-term fluctuations in economic cycles toward an investment philosophy that
provides the best total return over very long time periods.

UPMIFA specifies that unless stated otherwise in the gift agreement, donor-restricted assets in an
endowment fund are restricted assets until appropriated for expenditure by the institution. Barring the
existence of specific donor instruction, the Foundation’s policy is to report (a) the historical value for such
endowment as permanently restricted net assets and (b) the net accumulated appreciation as temporarily
restricted net assets. In this context, historical value represents (a) the original value of initial gifts
restricted as permanent endowments plus (b) the original value of subsequent gifts along with (c) if
applicable, the value of accumulations made in accordance with specific donor instruction.

The Foundation’s endowment consists of approximately 1,633 separate accounts established since its
inception. The following presents a summary of changes in endowment net assets for the year ended
June 30, 2015:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment net assets, July 1, 2014 $ 1,025,774 $ 84,574,789 $ 175,521,166 $ 261,121,729
Contributions 15,261 222,481 11,744,736 11,982,478
Dividend and interest income, net
of investment expense 5,511 2,418,213 - 2,423,724
Realized and unrealized (losses) gains (359,334) 2,064,822 - 1,705,488
Net assets released from restrictions
and other changes 14,729,897 (14,533,306) 319,188 515,779
Distributions to Miami University (12,063,329) - - (12,063,329)
Other expenses (2,251) - - (2,251)
Administrative expenses (2,635,222) - - (2,635,222)
Endowment net assets, June 30, 2015 $ 716,307 _$ 74,746,999 $ 187,585,090  $ 263,048,396

Endowment net asset composition by type of fund as of June 30, 2015:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Funds functioning as endowment $ 764,043 % - $ - $ 764,043
Donor restricted endowment (47,736) 74,746,999 187,585,090 262,284,353

$ 716,307 $ 74,746,999  $ 187,585,090 $ 263,048,396

From time to time, the fair value of assets associated with donor-restricted endowment funds may fall
below the level that the donor or UPMIFA requires the Foundation to retain as a fund of perpetual
duration; deficiencies of this nature are reported as unrestricted net assets until such time as the fair
value equals or exceeds historical value. Deficiencies of this nature are $47,736 as of June 30, 2015.
These deficiencies resulted from unfavorable market fluctuations that occurred after the investment of
permanently restricted contributions.
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Miami University Foundation

Notes to the Financial Statements

Note 6. Endowment (Continued)

The Foundation employs a total return policy which defines the total amount of dividends, interest and
realized gains to be distributed from the investment pools. The Foundation Board has approved an
endowment spending policy whereby distributions for financial support to Miami University in accordance
with donor restrictions are calculated according to a formula which gives a 30% weight to market value of
the investment portfolio at March 31 each year and a 70% weight to the prior year’s actual spending
adjusted for inflation.

Actual endowment return earned in excess of distributions under this policy is reinvested as part of the
Foundation’s endowment. For years where actual endowment return is less than distributions under the
policy, the shortfall is covered by realized returns from prior years. Permanently restricted accounts with
insufficient accumulated earnings do not make a full current year distribution. Appropriation for
expenditure of funds under the spending policy occurs on June 30 of each year.

The total calculated spending amount in 2015 was $20,808,911 which includes $8,475,898 of earnings
distributions to assets held for other entities as described in Note 4. Permanently restricted accounts with
insufficient accumulated earnings did not make a full current year distribution, distributing only the current
year dividend and interest income on such accounts. As a result, $11,055,984 was distributed to Miami
University from Foundation endowments. In addition to current year endowment distributions,
$14,351,849 of non-endowed funds were distributed to the University in satisfaction of donor restrictions.
The following summarizes the programs supported by the current year’s distribution:

Spending Rate Donor Total Distributions
and Special Stipulated to

Miami University Program Supported Distribution Distribution Miami University
Scholarships and fellowships $ 5302533 $ 70,534 % 5,373,067
Academic support 4,483,662 378,350 4,862,012
Student services/athletics 403,659 610,596 1,014,255
Campus improvements 33,971 11,226,426 11,260,397
Other institutional support 832,159 2,065,943 2,898,102
Total distributions to Miami University $ 11,055984 $ 14,351,849 $ 25,407,833

Miami University incurs certain expenses related to development and investment related expenses
relative to endowment management as well as fundraising efforts for the benefit of the Foundation;
consequently, the Foundation does not report fundraising expenses. The University is reimbursed for its
expenses in the form of a maximum administrative fee of 1.0% calculated against the previous fiscal
year's March 31% value of the Foundation investment pool. The administrative fee is funded from current
and accumulated earnings from all funds holding shares in the Foundation investment pool, including the
assets held for other entities; funds with insufficient accumulated earnings are not charged thereby
reducing the maximum administrative fee payable. A total of $2,635,222 was reimbursed to Miami
University in 2015 for the Foundation endowment’s share of the calculated fee.

Note 7.  Split-Interest Agreements

The Foundation’s split-interest agreements with donors consist primarily of charitable gift annuities,
pooled income funds and irrevocable charitable remainder trusts for which the Foundation serves as
trustee. Assets are invested and payments are made to donors and/or other beneficiaries in accordance
with the respective agreements. Assets held for these agreements are included in investments.
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Miami University Foundation

Notes to the Financial Statements

Note 7.  Split-Interest Agreements (Continued)

Contribution revenue for charitable gift annuities and charitable remainder trusts is recognized at the
dates the agreements and trusts are established, net of the liabilities for the present value of estimated
future payments to be made to the donors and/or other beneficiaries. For pooled income funds,
contribution revenue is recognized upon establishment of the agreement at the fair value of the estimated
future receipts, discounted for the estimated time period until culmination of the agreement. Annually the
Foundation records the change in value of split-interest agreements according to the fair value of the
assets that are associated with each trust and recalculates the liability for the present value of the
estimated future payments to be made to the donors and/or other beneficiaries.

Note 8. Classification of Net Assets

Resources of the Foundation are classified for reporting purposes into net asset classes based on the
existence or absence of donor-imposed restrictions and state law. The following summarizes the Miami
University programs supported or to be supported by the net assets of the Foundation at June 30, 2015:

Temporarily Permanently

Miami University Program Supported Unrestricted Restricted Restricted Total
Scholarships and fellowships $ (31,391) $ 26,845,494 $ 92,781,095 $ 119,595,198
Academic support (11,395) 31,690,813 72,804,565 104,483,983
Student services/athletics (4,950) 1,716,697 7,520,206 9,231,953
Campus improvements - 6,904,210 582,590 7,486,800
Other and undesignated 764,043 66,672,317 13,912,533 81,348,893

Total net assets $ 716,307 $ 133,829,531 $ 187,600,989 $ 322,146,827
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Miami University Foundation

Schedule of Changes in Net Assets
Year Ended June 30, 2015

Pooled endowment funds

Non-pooled endowment funds

Total endowment funds
Expendable funds - donor restricted for capital projects
Expendable and board discretionary funds-non capital
Accumulated cash value insurance
Other investment funds
Net split-interest funds
Pledges receivable
Interest in trusts held by others

Total net assets

Balance Endowment Market Transfers Intrafund Balance
July 1, 2014  Contributions Income Adjustment, Net To Miami Transfers Other June 30, 2015
$ 260,852,138 $ 11,982,478 $ 2,420,675 $ (935,030) $(12,060,449) $ 515779 $ (2,251) $ 262,773,340
269,591 - 3,049 5,296 (2,880) - - 275,056
261,121,729 11,982,478 2,423,724 (929,734) (12,063,329) 515,779 (2,251) 263,048,396
5,029,637 8,368,378 9,643 20,668 (7,257,107) - - 6,171,219
2,008,698 1,860,691 2,613 (636) (2,130,756) 208,058 - 1,948,668
1,812,490 3,576 16 142,768 - (16) - 1,958,834
4,791,162 45,000 - 200,760 (3,956,641) 25,000 (270,234) 835,047
8,224,821 723,736 - - (748,821) 19,245 8,218,981
33,331,309 6,418,559 - - - - - 39,749,868
134,707 77,885 - - - - 3,222 215,814
$ 316,454,553 $ 29,480,303 $ 2435996 $ (566,174) $(25,407,833) $ - $ (250,018) $ 322,146,827

Detail of Market Adjustment, Net

Net Market
Unrealized and Administrative Adjustment,
Realized Gains Expense Net
$ 2,069,048 $ (2,635,222) $  (566,174)
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Miami University Foundation

Schedule of Investments
June 30, 2015
(With Comparative Totals for June 30, 2014)

Description
Pooled Funds
Domestic Public Equities
Eagle Global Advisors
Lateef Investment Management
Total domestic public equities

Global Public Equities

Aberdeen Asset Management, Inc.

Baring Asset Management

Lone Cascade

Oakmark Global Fund

Pimco

RS Investments

Virtus Investment Partners

William Blair Global Leaders
Total global public equities

International Public Equities
Virtus Investment Partners
Total international public equities

Domestic Public Fixed Income
Commonfund - High Quality Bond Fund
Total domestic public fixed income

Global Public Fixed Income
Beach Point Capital Management
Franklin Templeton Investments
Total global public fixed income

Hedge Funds
Beach Point Capital Management
Canyon Capital Advisors
Evanston Capital
GoldenTree Asset Management
JHL Capital Group
Marble Arch Offshore Partners
Sandler Capital
Standard Pacific
Starboard Value LP
Strategic Value Partners
Total hedge funds

Private Investments
Commonfund (15 funds) - Various
Goldman Sachs (4 funds) - Various
Hamilton Lane Advisors (2 funds) - Equities
Metropolitan - Real Estate
Penn Square Capital Group (2 funds) - Real Estate
Pomona Capital - Equities
Timbervest (2 funds) - Natural Resources
United Educators
Westport Capital Partners - Real Estate
Total private investments
Total pooled funds

2015 2014
Fair Value Fair Value
$ 14,425,061 17,423,771
16,600,075 17,538,940
31,025,136 34,962,711
- 28,760,456
26,723,993 25,095,537
4,837,821 4,321,593
19,846,510 19,884,180
27,044,618
5,576,563 8,891,931
30,269,073 29,154,146
21,721,968 20,884,837
136,020,546 136,992,680
10,257,373 10,711,879
10,257,373 10,711,879
2,490,323 2,523,976
2,490,323 2,523,976
10,872,336 10,561,336
15,934,870 17,637,166
26,807,206 28,198,502
12,081,011 12,211,098
26,562,907 26,221,022
24,073,488 22,879,496
29,656,645 27,299,286
9,939,542 -
11,668,542 -
11,178,248 10,321,093
- 11,533,414
7,355,842 6,295,391
11,417,721 11,461,658
143,933,946 128,222,458
16,928,550 20,955,954
19,460,096 25,546,588
13,077,460 16,390,061
2,642,112 3,748,553
7,908,717 11,831,063
1,917,794 2,608,092
11,587,626 11,935,542
- 91,223
4,992,956 -
78,515,311 93,107,076
429,049,841 434,719,282

(Continued)
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Miami University Foundation

Schedule of Investments (Continued)

June 30, 2015

(With Comparative Totals for June 30, 2014)

Description
Separately Invested Funds

Domestic Public Equities

Student managed investment portfolio
Stock gift pending sale - Berkshire Hathaway
Total domestic public equities

Limited Partnerships and Non-Public Equities

Longford Limited Partnership
Longview Energy Company
Nuclea Biotechnologies
Student Venture Funds

Total limited partnerships and non-public equities
Total separately invested funds

Split-Interest Funds
BMO Harris Bank
Domestic public equities
International public equities
Domestic public fixed income
Total BMO Harris Bank

PNC Bank
Domestic public equities
International public equities
Domestic public fixed income
Total PNC Bank
Total split-interest funds

Grand total
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2015 2014
Fair Value Fair Value
$ 97,190 $ 91,895
419 -

97,609 91,895
13,899 13,899
1,000 210,360
747,500 337,380
31,650 6,650
794,049 568,289
891,658 660,184
- 2,092,352
- 239,834
- 707,448
- 3,039,634
6,827,161 4,683,605
1,385,065 857,196
5,770,183 5,202,540
13,982,409 10,743,341
13,982,409 13,782,975

$ 443,923,908

$ 449,162,441




