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OREGON HEALTH & SCIENCE UNIVERSITY FOUNDATION
(A Component Unit of Oregon Health & Science University)
Management’s Discussion and Analysis
June 30, 2013 and 2012

This section of the Oregon Health & Science University Foundation (OHSUF or the foundation) financial report
presents a discussion and analysis of the foundation’s financial performance during the fiscal years ended
June 30, 2013 and 2012. This discussion has been prepared and approved by management along with the
financial statements and related note disclosures, and should be read in conjunction with – and is qualified in its
entirety by – the financial statements and notes. The discussion and analysis focuses on current activities,
resulting changes, and current known facts.
Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the basic financial statements provided in
this report. The foundation’s basic financial statements include the statement of net position; the statement of
revenues, expenses, and changes in net position; the statement of cash flows; and the notes to the financial
statements.


The statement of net position and the statement of revenues, expenses, and changes in net position provide
information about the activities of the foundation as a whole and present a longer-term view of the
foundation’s finances. The statement of financial position presents the foundation’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of the success of fund-raising and investment strategies, and the
level of program support provided to Oregon Health & Science University (OHSU).



The statement of revenues, expenses, and changes in net position presents financial results for the
foundation by separating operating revenues and operating expenses from nonoperating activities and other
changes in net position. Evaluating the amount of operating income or loss can help determine if current
contributions are keeping pace with program service spending and the costs of operating the foundation.
The section of the report that shows nonoperating activities and other changes in net position quantifies the
financial impact of nonexpendable contributions and other activities and transactions that took place during
the reporting period. The level of investment income during the reporting period provides an indication of
how investment activity is impacting the value of foundation funds held in marketable investments.



The statement of cash flows presents information related to cash inflows and outflows summarized by
operating activities, noncapital financing activities, capital and related financing activities, and investing
activities. This statement will help to analyze which foundation activities (operating, noncapital financing,
capital, or investing) are producing or utilizing cash in the time periods represented in the financial reports.

The financial statements described above can be found on pages 11 – 14 of this report. The notes to the financial
statements can be found on pages 15 – 31.
Financial Highlights
In 2009, OHSUF, together with the Doernbecher Children’s Hospital Foundation, adopted a long-term strategic
goal to annually raise $100 million of philanthropic support for OHSU by fiscal year 2014. Fiscal year 2013
financial statements reflect continued progress toward this goal with fundraising results that exceeded budget
targets and with increased levels of program support being provided to OHSU.
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Contributions (including nonexpendable donations and life income agreements) to OHSUF in fiscal year 2013
totaled $144.7 million. When compared to the prior year, 2013 contribution levels increased by $96.9 million or
203%, due primarily to a $100 million gift from Phil and Penny Knight for the establishment of the OHSU
Knight Cardiovascular Institute.
Program services provided to OHSU totaled $74.0 million. This level of program support was 19.6% higher than
the $61.8 million provided in fiscal year 2012, an increase of $12.1 million. Compared to the prior year,
additional program support of $8.7 million was provided for research and $8.3 million for capital projects and
planning, while academic support was reduced by $4.0 million.
Investment performance for OHSUF is primarily composed of the investment results of the endowment fund
investment pool (endowment fund) and current fund investment pool (current fund). Fiscal year 2013 investment
returns resulted in a net gain of $35.2 million. The investment performance of the endowment fund, which is a
fully diversified investment portfolio, resulted in a 9.6% net investment gain, which exceeded the benchmark
return for the portfolio of 9.3%. This performance followed a net investment loss of 2.3% in fiscal year 2012.
The investment performance of the current fund, which is invested primarily in short-term fixed income
securities, resulted in a 1.2% net investment gain, which exceeded the benchmark return of 0.3% for the
portfolio. This performance was similar to the prior year performance with resulted in a net investment gain of
1.3%. In fiscal year 2013, the fair value of OHSUF’s endowment fund increased by $26.8 million or 8.2% and
the fair value of the current fund increased by $12.2 million or 5.5%.
Donations as well as investment gains contributed to an increase of $97.3 million in total net position in fiscal
year 2013. As of June 30, 2013, OHSUF had total assets of $768.1 million, total liabilities of $51.6 million and
net position of $716.5 million.
Assets
OHSUF’s assets primarily consist of cash and cash equivalents, pledges and estates receivable, and long-term
investments. On the statement of net position, assets are classified based on the type of underlying investment as
of the date of the statement of net position and considering restrictions on associated assets.
Highlights related to specific asset types include the following:


Current assets consist of cash and cash equivalents, short-term investments, accrued interest on
investments, prepaid expenses, and the current portion of restricted pledges and estates receivable.
Cash and cash equivalents and short-term investments balances on June 30, 2013 totaled $2.7 million. The
2013 balance represents a decrease of 17.0% from 2012. Cash and cash equivalents and short-term
investments totaled $3.3 million and $4.0 million on June 30, 2012 and 2011, respectively.
Pledges and estates receivable, current portion includes the value of outstanding pledges (less an allowance
for uncollectible accounts) and the estimated value of estates of which the foundation is a named
beneficiary (less an allowance for uncollectible estates receivable). On June 30, 2013, the foundation had
net pledges receivable of $139.1 million and estates receivable of $1.2 million. The current portion of net
pledges and estates receivable is $38.0 million at June 30, 2013. On June 30, 2012, the foundation had net
pledges receivable of $76.0 million and estates receivable of $0.1 million. The current portion of net
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pledges and estates receivable was $20.2 million at June 30, 2012. The value of the outstanding pledges in
2013 includes $119.0 million, which is the combined remaining balance of the $100 million pledge
received in 2013 for support of the OHSU Knight Cardiovascular Institute and the $100 million pledge
received in 2009 for support of the OHSU Knight Cancer Institute. The value of outstanding pledges in
2012 includes the remaining balance of the $100 million pledge received in 2009 for support of the OHSU
Knight Cancer Institute.


Noncurrent assets consist of restricted cash and long-term investments, accounts receivable from OHSU,
the long-term portion of restricted pledges receivable (less a discount for present value and an allowance
for uncollectible amounts), other receivables and capital assets, net of accumulated depreciation.
Long-term investments consist of assets invested in the current fund, the endowment fund, and assets
related to life income agreements. Long-term and restricted investments totaled $614.4 million as of
June 30, 2013, an increase of $41.0 million over the prior fiscal year. During 2013, the OHSUF portion of
the endowment pool increased by $26.8 million and the OHSUF portion of the current fund increased by
$12.2 million. The increase in the endowment fund was primarily due to new contributions and investment
gains offset by liquidations in the portfolio made to fund spending distributions. The increase in the current
fund was due primarily to receipt of pledge payments. As of June 30, 2012, long-term and restricted
investments totaled $573.4 million, a decrease of $3.7 million from 2011. Changes in the value of
long-term investments during 2012 resulted primarily from portfolio distributions to fund spending
distributions, net of new contributions, and investment losses.
Long-term pledges, net of discounts total $102.3 million at June 30, 2013 and $55.9 million at June 30,
2012. For further information on pledges receivable, refer to the information provided above and in note 5.
Capital assets, net of accumulated depreciation totaled $0.5 million at the end of 2013 and 2012. The
foundation has not experienced significant capital activity in 2013 or 2012.

Total assets were $768.1 million, $664.1 million, and $682.7 million as of June 30, 2013, 2012, and 2011,
respectively. Assets increased in 2013 when compared to 2012 by $104.0 million or 15.7%. The increase in 2013
total assets is related to new contributions received and investment gains in excess of operating expenses.
Overall, assets decreased by 2.7% in the 2012 fiscal year. The decline in 2012 is primarily due to the addition of
new contributions to the funds offset by program services, supporting service expenses, and investment losses.
Liabilities


Current liabilities consist of accounts payable, a significant portion of which is due to OHSU, and the
current portion of leasehold incentives related to the Salmon Street office location. Current liabilities
totaled $35.8 million on June 30, 2013, $28.9 million on June 30, 2012, and $20.2 million on June 30,
2011. The 2013 balance is an increase of $6.9 million from 2012. The 2012 balance is an increase of
$8.7 million from 2011. These increases are primarily related to an increase in the amount due to OHSU.
Fluctuations in the amounts due to OHSU are expected to occur each year based on the timing of
reimbursements to OHSU for expenditures of amounts in accordance with donor intent.



Noncurrent liabilities of $15.8 million, $15.9 million, and $17.2 million at June 30, 2013, 2012, and 2011,
respectively, consist of amounts held by the foundation that were due to other institutions, the long-term
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portion of lease incentives, and the liability for life income agreements. The values of these liabilities have
remained fairly consistent over the last three years.
Total liabilities are equal to approximately 6.7%, 6.8%, and 5.5% of foundation assets as of June 30, 2013, 2012,
and 2011, respectively.
Net Position
Net position is classified as invested in capital assets, restricted, or unrestricted. Restricted net position is
classified as nonexpendable or expendable. Nonexpendable net position is required to be retained in perpetuity.
Expendable net position may be spent in the future in accordance with specified donor or other externally
imposed restrictions.
Highlights of significant changes in net position are provided below:


Nonexpendable restricted net position totaled $166.7 million, $161.1 million, and $151.5 million as of
June 30 in 2013, 2012, and 2011, respectively. The increases of $5.6 million from 2012 to 2013 and
$9.6 million from 2011 to 2012 resulted primarily from new contributions.



Expendable restricted net position totaled $499.8 million on June 30, 2013, an increase of $94.3 million
from 2012. The increase primarily resulted from new contributions received for program support and
investment gains offset by program support expenses. As of June 30, 2012, expendable net restricted assets
totaled $405.5 million, a decrease of $32.1 million from 2011. This decrease primarily resulted from new
contributions received for program support offset by investment losses.



Unrestricted net position totaled $49.6 million at June 30, 2013, $52.1 million at June 30, 2012, and
$55.8 million at June 30, 2011. The decrease in 2013 is primarily related to use of reserves to fund
foundation operations offset by contributions and investment growth in unrestricted quasi-endowments and
the current fund. The decrease in 2012 is primarily related to contributions offset by investment losses in
unrestricted quasi-endowments.



Overall, net position totaled $716.5 million at June 30, 2013, $619.2 million at June 30, 2012, and
$645.3 million at June 30, 2011, reflecting an increase in net position of $97.3 million in 2013 and a
decrease of $26.1 million in 2012. The changes in 2013 and 2012 are primarily resulted from new
contributions and investment returns.
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Foundation Summary Schedule of Net Position

Noncapital assets
Capital assets
Total assets
Current liabilities
Noncurrent liabilities
Total liabilities
Net position:
Invested in capital assets
Restricted net position
Unrestricted net position
Total net position

2013

June 30
2012

2011

$

767,616,904
508,741

663,509,118
550,502

682,145,600
547,350

$

768,125,645

664,059,620

682,692,950

$

35,807,739
15,808,649

28,934,453
15,933,642

20,178,558
17,178,211

$

51,616,388

44,868,095

37,356,769

$

508,741
666,446,338
49,554,178

550,502
566,590,255
52,050,768

547,350
589,030,463
55,758,368

$

716,509,257

619,191,525

645,336,181

Operating Revenues
Total operating revenues for fiscal year 2013 were $143.7 million, compared to $38.9 million in fiscal year 2012
and $48.8 million in fiscal year 2011. The primary component of operating revenues was contributions, which
for 2013 totaled $141.0 million. For fiscal year 2013, this represents an increase of $104.7 million or 288.8%
over 2012 and an increase of $94.8 million or 205.3% compared to 2011.
Total contributions including nonexpendable contributions for 2013 primarily included new cash gifts
$24.1 million, new pledges of $114.0 million, including $100 million received from Phil and Penny Knight
support the OHSU Knight Cardiovascular Institute, bequests of $5.5 million and deferred irrevocable gifts
$0.8 million. Contributions for 2012 primarily included new cash gifts of $15.5 million, new pledges
$14.8 million, bequests of $10.3 million and deferred irrevocable gifts of $5.4 million.

of
to
of
of

Operating Expenses
Program services expense provided to OHSU totaled $74.0 million in 2013, $61.8 million in fiscal year 2012,
and $82.4 million in fiscal year 2011. Excluding the fiscal year 2011 distribution of $40.0 million to OHSU to
construct the new Oregon University System/OHSU Collaborative Life Science Building, the level of support
provided in 2013 exceeds the level provided in 2012 by $12.1 million and the level provided in 2011 by
$31.6 million. The higher level of program service expense provided to OHSU results from the increased
contributions received by the foundations over the last several years.
Supporting services expense totaled $13.5 million for fiscal year 2013, $13.3 million for fiscal year 2012 and
$11.8 million for fiscal year 2011. The level of expense in fiscal year 2013 reflects an increase of 1.6% over
fiscal year 2012. Fiscal year 2013 is comparable to fiscal year 2012 and reflects expenditures consistent with
needs relative to long-range strategic plan.
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Total operating expenses for fiscal year 2013 were $87.5 million, compared with $75.1 million in 2012 and
$94.2 million in 2011. Higher expenses in 2013 and 2012 are primarily related to the increased level of program
service expense provided to OHSU.
Operating revenues less operating expenses resulted in operating income of $56.3 million in 2013, and operating
losses of $36.2 million and $45.4 million for fiscal years 2012 and 2011, respectively. During 2013,
contributions exceeded program services and supporting services expenses, resulting in operating income. During
2012 and 2011, program services and supporting services expenses exceeded the level of contributions, resulting
in an operating loss. An operating loss occurs during times when contributions raised in prior years are used to
fund current year programs and projects. The use of gift funds in a period other than when the gift is received
occurs frequently and can be caused by a variety of factors. Examples of the types of situations that can cause
this include when the receipt of a pledge or estate gift is included as contribution revenue in one year, but funded
by the donor and used for program support in a subsequent year; when the use of funds are delayed because the
donor’s restrictions were not met in the year in which the gift was received; and when program expenses are
supported by the endowment spending distribution, which is funded by investment income classified as
nonoperating revenue.
Nonoperating Activities
Investment performance for OHSUF, net of investment management fees, resulted in investment income of
$35.2 million in fiscal year 2013 and investment losses of $1.9 million for fiscal year 2012. The fiscal year 2013
activities reflected a 1.2% return on the current fund and a 9.6% investment return on the endowment fund,
compared to a 1.3% return on the current fund and a-2.3% loss on the endowment fund in 2012, and a 2.0%
return on the current fund and a 19.6% return on the endowment fund in 2011. In 2013, endowment investment
performance exceeded its total asset benchmark by 0.3% and during 2012 exceeded its total asset benchmark by
0.6%.
Nonoperating activities also include the change in value of life income agreements. The foundation estimates its
obligation to beneficiaries under gift annuity and other charitable remainder agreements, and the annual change
in this estimate is recorded as a change in value of life income agreements in the accompanying statements of
revenues, expenses, and changes in net position. The change in value of life income agreements was a increase of
$1.0 million in 2013 and $0.4 million in 2012. The change in value reflects the investment gains and losses of the
underlying investments of the life income agreements.
Other nonoperating revenue activities resulted in net increases of $1.1 million, $0.8 million, and $0.6 million in
2013, 2012, and 2011, respectively. Activities in 2013 included $0.5 million received from other organizations
and $0.4 million received from DCHF for management of investments. Activities in 2012 included $0.3 million
received from other organizations (including $0.2 million received from OHSU), and $0.3 million received from
DCHF for management of investments.
Other Changes in Net Position
Other changes in net position consist of nonexpendable donations, and life income agreement donations and
transfers of $3.7 million in 2013, $11.5 million in 2012 and $17.9 million in 2011. The change is related to
permanently restricted contributions to the endowment fund during the year.
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Changes in Net Position
In fiscal year 2013, there was a increase in net position of $97.3 million compared to decreases in net position of
$26.1 million in 2012 and an increase in net position of $36.6 million in 2011. When comparing the current year
performance to the prior years, each year has been impacted differently, with the primary drivers being
contributions, program service expense and investment income. The increase in net position in 2013 and 2011
resulted from new contributions and investment income, the decrease in net position in 2012 resulted from
program service expense and investment losses.

2013

Years ended June 30
2012

2011

140,967,404
2,763,075

36,255,793
2,674,351

46,170,252
2,614,310

143,730,479

38,930,144

48,784,562

73,960,571
13,509,375

61,830,580
13,291,953

82,427,801
11,754,293

Total operating expenses

87,469,946

75,122,533

94,182,094

Operating income (loss)

56,260,533

(36,192,389)

(45,397,532)

35,161,142
2,183,635

(1,877,278)
424,795

61,713,328
2,383,046

93,605,310

(37,644,872)

18,698,842

3,712,422

11,500,216

17,919,582

97,317,732

(26,144,656)

36,618,424

619,191,525

645,336,181

608,717,757

716,509,257

619,191,525

645,336,181

Operating revenues:
Contributions
Other income

$

Total operating revenues
Operating expenses:
Program services
Supporting services

Investment income (loss), net
Other nonoperating revenue
Income (loss) before other
changes in net position
Nonexpendable donations
Change in net position
Beginning net position
Ending net position

$

OHSUF has been successful with its fund-raising performance during the last three fiscal years. The level of
expendable and nonexpendable contributions raised totaled $144.7 million, $47.8 million, and $64.1 million in
fiscal years 2013, 2012, and 2011, respectively. The foundation provided program services support to OHSU of
$74.0 million in 2013, $61.8 million in 2012 and $82.4 million in 2011.
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OHSUF is adhering to its established investment strategies for the endowment fund, the current fund, and life
income assets. While the endowment fund trailed in performance to established benchmarks in fiscal year 2011
due to a decision to allocate a large portion of its U.S. equity investments to investment strategies with a
concentration of quality equity investment attributes, changing financial conditions favored this investment
strategy in fiscal years 2013 and 2012. This resulted in an investment performance for the OHSUF endowment
fund, which exceeded the established performance benchmarks. On a longer-term basis, the endowment fund
portfolio performance has been in line with its established benchmarks and peer comparisons.
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KPMG LLP
Suite 3800
1300 South West Fifth Avenue
Portland, OR 97201

Independent Auditors’ Report

The Board of Trustees
Oregon Health & Science University Foundation:
We have audited the accompanying statements of net position of Oregon Health and Science University
Foundation (the Foundation), a component unit of Oregon Health & Science University, as of June 30,
2013 and 2012, and the related statements of revenues, expenses, and changes in net position 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 U.S. generally accepted accounting principles; 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 Foundation'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 Foundation'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 Oregon Health and Science University Foundation as of June 30, 2013 and 2012, and
the changes in its financial position and its cash flows for the years then ended in accordance with U.S.
generally accepted accounting principles.
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KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.

Other Matter
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a
whole. The management discussion and analysis on pages 1 through 8 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
or to the financial statements themselves. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements taken as a whole.

Portland, Oregon
October 11, 2013
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Assets

2013

2012

1,600,816
1,127,129
1,230,584
182,085
38,007,853

1,598,347
1,687,550
1,427,957
58,997
20,169,196

42,148,467

24,942,047

566,834,559
6,969,971
102,310,968

524,865,229
7,606,088
55,923,411

676,115,498

588,394,728

47,588,476
1,764,463
508,741

48,556,243
1,616,100
550,502

725,977,178

639,117,573

$

768,125,645

664,059,620

$

1,889,623
33,824,756
93,360

2,118,868
26,722,225
93,360

35,807,739

28,934,453

1,267,917
194,508
14,346,224

1,301,254
287,868
14,344,520

Total noncurrent liabilities

15,808,649

15,933,642

Total liabilities

51,616,388

44,868,095

508,741

550,502

21,578,914
59,762,214
33,114,141
38,285,893
13,923,311

21,205,512
58,883,289
31,722,974
36,738,353
12,582,192

166,664,473

161,132,320

227,139,281
157,434,025
29,340,239
25,214,896
19,854,970
13,396,516
12,853,373
14,548,565

140,500,425
155,917,360
24,217,875
26,283,026
19,096,471
10,441,013
13,373,623
15,628,142

Total expendable restricted net position

499,781,865

405,457,935

Total restricted net position

666,446,338

566,590,255

49,554,178

52,050,768

716,509,257

619,191,525

768,125,645

664,059,620

Current assets:
Cash and cash equivalents
Short-term investments
Accrued interest on investments
Prepaid expenses
Pledges and estates receivable, current portion (net)

$

Total current assets
Noncurrent assets:
Restricted assets:
Cash and long-term investments
Due from OHSU
Pledges and estates receivable, noncurrent (net)
Total restricted assets
Long-term investments
Other receivables
Capital assets, net of accumulated depreciation of $1,296,449 and $1,201,574, respectively
Total noncurrent assets
Total assets
Liabilities and Net Position
Current liabilities:
Accounts payable and accrued liabilities
Due to OHSU
Leasehold incentives, current portion
Total current liabilities
Noncurrent liabilities:
Due to other institutions
Leasehold incentives, noncurrent
Liability for life income agreements

Net position:
Invested in capital assets
Restricted for:
Nonexpendable:
Research
Academic support
Instruction
Student aid
Other
Total nonexpendable restricted net position
Expendable:
Research
Academic support
Instruction
Capital projects and planning
Student aid
Clinical support
Institutional support
Other

Unrestricted net position
Total net position
Total liabilities and net position

$

See accompanying notes to financial statements.
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Years ended June 30, 2013 and 2012
2013

2012

140,428,649
538,755

36,083,104
172,689

140,967,404

36,255,793

772,909
1,990,166

743,496
1,930,855

2,763,075

2,674,351

143,730,479

38,930,144

33,843,497
11,079,968
5,551,432
1,734,109
2,363,278
9,185,154
2,907,396
7,262,751
32,986

25,187,931
15,068,133
5,213,836
2,342,924
2,760,034
845,609
2,385,816
7,973,435
52,862

73,960,571

61,830,580

11,208,435
2,145,022
155,918

10,452,899
2,687,022
152,032

Total supporting services

13,509,375

13,291,953

Total operating expenses

87,469,946

75,122,533

Operating income (loss)

56,260,533

(36,192,389)

35,161,142
1,047,927
1,135,708

(1,877,278)
(411,666)
836,461

Total nonoperating activities

37,344,777

(1,452,483)

Income (loss) before other changes in net position

93,605,310

(37,644,872)

Operating revenues:
Contributions:
Donations
Annuity and life income agreements

$

Total contributions
Other income:
Management fees
Other income
Total other income
Total operating revenues
Operating expenses:
Program services:
Research
Academic support
Instruction
Institutional support
Public service
Capital projects and planning
Student aid
Clinical support
Transfers to other institutions
Total program services
Supporting services:
Salaries and other payroll expenses
Services and supplies
Depreciation

Nonoperating activities:
Investment income (loss), net of investment fees of $4,707,473 and $6,030,847
in 2013 and 2012, respectively
Change in value of life income agreements
Other nonoperating activities

Other changes in net position:
Nonexpendable donations
Nonexpendable life income agreement donations
Total other changes in net position
Change in net position
Net position, beginning of year
Net position, end of year

$

See accompanying notes to financial statements.
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3,712,422
—    

11,378,881
121,335

3,712,422

11,500,216

97,317,732

(26,144,656)

619,191,525

645,336,181

716,509,257

619,191,525

OREGON HEALTH & SCIENCE UNIVERSITY FOUNDATION
(A Component Unit of Oregon Health & Science University)
Statements of Cash Flows
Years ended June 30, 2013 and 2012

Cash flows from operating activities:
Donations
Life income agreement contributions
Management fee income
Other receipts
Salaries and other payroll expenses
Services and supplies
Program services

$

Net cash used by operating activities
Cash flows from noncapital financing activities:
Annuity payments to beneficiaries
Nonexpendable donations and life income agreements
Other noncapital financing activities
Net cash provided by noncapital financing activities
Cash flows from capital and related financing activities:
Purchase of capital assets
Net cash used by capital and related financing activities
Cash flows from investing activities:
Purchases of investments
Proceeds from sales and maturities of investments
Interest and dividend income
Investment (loss) income on trusts
Investment fees
Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

13

2013

2012

71,956,355
378,087
772,909
1,990,166
(11,284,858)
(2,398,109)
(73,217,343)

43,915,416
78,928
743,496
1,930,855
(10,200,304)
(2,841,130)
(55,552,706)

(11,802,793)

(21,925,445)

(1,788,372)
5,001,474
8,030,632

(1,810,490)
10,799,038
5,233,751

11,243,734

14,222,299

(135,660)

(133,681)

(135,660)

(133,681)

(235,884,635)
228,901,362
10,602,617
1,820,503
(4,742,659)

(171,240,122)
170,572,341
13,344,533
(152,069)
(6,007,328)

697,188

6,517,355

2,469

(1,319,472)

1,598,347

2,917,819

1,600,816

1,598,347

(Continued)

OREGON HEALTH & SCIENCE UNIVERSITY FOUNDATION
(A Component Unit of Oregon Health & Science University)
Statements of Cash Flows
Years ended June 30, 2012 and 2012

Reconciliation of operating income (loss) to net cash used by
operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
used by operating activities:
Depreciation
Noncash contributions
(Increase) decrease in pledges and estates receivable
Increase in other receivables
Increase in prepaid expenses
Increase in obligations for life income agreements
Decrease in obligations for leasehold incentives
Increase in accounts payable and other liabilities
Net cash used by operating activities

$

$

Schedule of non-cash noncapital financial activities:
Non-cash nonexpendable donations and life income agreements
See accompanying notes to financial statements.
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2013

2012

56,260,533

(36,192,389)

155,918
(5,259,602)
(64,226,214)
—    
(46,588)
1,017,499
(93,360)
389,021

152,032
(4,446,765)
16,493,068
(28,333)
(43,553)
524,049
(93,359)
1,709,805

(11,802,793)

(21,925,445)

2,110,721

2,152,016

OREGON HEALTH & SCIENCE UNIVERSITY FOUNDATION
(A Component Unit of Oregon Health & Science University)
Notes to Financial Statements
June 30, 2013 and 2012

(1)

Organization
Oregon Health & Science University Foundation (OHSUF or the foundation) is an Oregon nonprofit
corporation established in 1970 to support the missions of Oregon Health & Science University (OHSU)
and to support statewide biomedical research. OHSUF is tax-exempt under Section 501(c)(3) of the
Internal Revenue Code. The foundation is a blended component unit of OHSU for financial reporting
purposes.

(2)

Summary of Significant Accounting Policies
The foundation prepares its financial statements in accordance with U.S. generally accepted accounting
principles as required for a governmental entity and, therefore, follows the accounting rules as promulgated
by the Governmental Accounting Standards Board (GASB).
The foundation reports as a special-purpose government engaged in business type activities whereby
revenues and expenses are recognized on the accrual basis. Substantially all revenues and expenses are
subject to accrual.
The requirements of GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, are effective for
financial statements for periods beginning after December 15, 2011. The requirements in this Statement are
intended to improve financial reporting by contributing to the GASB’s efforts to codify all sources of
generally accepted accounting principles for state and local governments so that they derive from a single
source. This effort brings the authoritative accounting and financial reporting literature together in one
place, with that guidance modified as necessary to appropriately recognize the governmental environment
and the needs of governmental financial statement users. The foundation adopted this standard for the year
ended June 30, 2013. The requirement did not have a material impact on the financial statements.
On July 1, 2012, the foundation adopted GASB Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position. Issued in June 2011, this
Statement provides guidance for deferred outflows of resources and deferred inflows of resources.
Deferred outflows and deferred inflows of resources are defined as a consumption of net assets by the
foundation that is applicable to a future reporting period and the acquisition of net assets by the foundation
that is applicable to a future reporting period. Net position is defined as the residual of all other elements
presented in the statements of net position. This Statement had no significant impact on the financial
statements as of or for the fiscal year ended June 30, 2013.
Net position is classified into four net position categories, in accordance with donor-imposed restrictions.


Net position invested in capital assets carries the depreciated value of capital purchases, net of
related debt (if applicable).



Nonexpendable restricted net position carries externally imposed restrictions that never expire.



Expendable restricted net position carries externally imposed restrictions that expire in the future.



Unrestricted net position carries no externally imposed restrictions.
15
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Notes to Financial Statements
June 30, 2013 and 2012

Investment income earned on donor-restricted endowment funds, discussed in notes 2(f) and 4, in excess of
the annual spending distribution is accounted for in the expendable restricted net position category.
The foundation first applies restricted resources to an expense where an expense is incurred for a purpose
for which both restricted and unrestricted net position are available.
(a)

Operating Revenues
The foundation includes unrestricted and expendable contributions, management fee income, and
other income from sales, services, and fund-raising activities in operating revenues. These revenues
are key components of the operations of the foundation.

(b)

Operating Expenses
The foundation includes program services provided to OHSU, supporting services of operating the
foundation, and depreciation on property and equipment in operating expenses.

(c)

Operating Income and Changes in Net Position
The statements of revenues, expenses, and changes in net position include operating income.
Changes in net position, which are excluded from operating income include net investment income
(loss), nonexpendable donations and life income agreements, changes in value of life income
agreements, and other nonoperating activities.

(d)

Revenue Recognition
Contributions are voluntary, expendable, nonreciprocal transfers of assets, and may be made in the
form of cash, securities, real property, personal property, materials and supplies, equipment, services,
and unconditional promises to give those items in the future. Contributions, including estates
receivable (substantiated undistributed estates) and promises to give, are recorded as revenue at fair
value once all eligibility requirements are met, and are accounted for in the appropriate net position
category based upon donor-imposed restrictions. Pledges and estates receivable with nonexpendable
donor-imposed restrictions are not recognized in the statements of revenues, expenses, and changes
in net position until the contribution is received.
Pledges are generally received within ten years of the date of the original commitment. The majority
of estates are received within one year. Pledges and estates receivable, less an allowance for
uncollectible amounts, are discounted to their present value using rates that range from 0.30% to
4.82%.

(e)

Investments
Investments are stated at fair value. The fair value of all debt and equity securities with a readily
determinable fair value is based on quotations obtained from national securities exchanges.
Alternative investments, which are not readily marketable and lack publicly available market values,
are carried at estimated fair value as provided by the investment managers. The foundation reviews
and evaluates the values provided by its investment managers and considers the valuation methods
and assumptions used in determining the fair value of the alternative investments to be reasonable.
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Those estimated fair values may differ significantly from the values that would have been used had a
ready market for those securities existed. Other investments, comprised primarily of donated
property, are recorded at their fair value at the time of receipt. In accordance with generally accepted
accounting principles, real estate that is associated with endowments is valued at fair value. Net
appreciation (depreciation) in the fair value of investments, which consists of the realized gains and
losses and the unrealized gains and losses on those investments, is shown in the statements of
revenues, expenses, and changes in net position as investment income, net of investment fees.
(f)

Endowments
The endowment corpus is accounted for in the restricted, nonexpendable net position category, and
reported on the statements of net position as restricted long-term investments. The foundation’s
spending policy for endowment funds is determined by the Board of Trustees and is based on a
three-year moving average of the fair value of the endowment fund. The Board of Trustees
authorized a 4.5% distribution in the years ended June 30, 2013 and 2012.
The foundation’s management and investment of donor-restricted endowment funds are subject to
the provisions of the Uniform Prudent Management of Institutional Funds Act (UPMIFA) enacted by
the state of Oregon in January 2008.

(g)

Life Income Agreements
The foundation has been named as a remainder beneficiary for various life income agreements
including charitable remainder unitrusts, charitable remainder trust annuities, charitable gift
annuities, and life estate agreements. Life income agreements provide for contractual payments to
designated beneficiaries for a specific period, after which the remaining principal and interest revert
to the foundation. When the foundation is the trustee for life income agreements, the foundation
records the fair value of the assets, the actuarially determined liability, and the difference between
the asset and liability as a contribution during the period in which the eligibility requirements are
met. Over the term of these life income agreements, any changes in actuarial assumptions and
amortization of any discount are recorded in nonoperating activities as a change in the value of life
income agreements in the accompanying statements of revenues, expenses, and changes in net
position. For those life income agreements where the foundation is not the trustee, the foundation
records a contribution in the period in which the donation is received if the foundation is not
designated as the remainder beneficiary of the trust. For those life income agreements where the
foundation is not the trustee, but is designated as an irrevocable remainder beneficiary, the
foundation records a contribution and a receivable for the fair value of the remainder interest assets
discounted to present value during the period in which the trust is established.

(h)

Capital Assets, Net
Capital assets are recorded at cost less accumulated depreciation, which is computed on a three-year
or five-year, straight-line basis for computer equipment, and a five-year, seven-year, or ten-year,
straight-line basis for other capital assets. Leasehold improvements are depreciated over a ten-year,
straight-line basis, or the lease term, whichever is shorter. Depreciation is calculated using the
half-year convention.
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(i)

Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions. These estimates affect reported
amounts of assets and liabilities at the date of the financial statements and the reported income and
expense during the reporting period. Actual results could differ from those estimates. Significant
estimates include allowance rates for uncollectible pledges and estates, discount rates for pledges,
estimates used in determining fair value of investments, and actuarial assumptions in the liability for
life income agreements.

(3)

Cash and Investments
(a)

Cash and Cash Equivalents
Cash and cash equivalents include bank demand deposits, petty cash, and money market accounts
with original maturities of three months or less at the date of purchase, that are not considered
restricted long-term investments. For valuation purposes, cash and cash equivalents have observable
inputs. Federal depository insurance provides a limited amount of protection for cash deposits,
typically the first $250,000 per account. The foundation does not include in its investment policy any
requirement to collateralize deposits that exceed FDIC insured amounts. Cash equivalents including
those held in restricted assets were $20.4 million and $27.1 million at June 30, 2013 and 2012,
respectively.

(b)

Investments
Through its Investment Committee, the Board of Trustees of OHSUF is responsible for the
management of the foundation’s investments. The Board of Trustees establishes investment policies
for all funds and selects asset managers for the endowment fund and the current fund. The Vice
President of Finance and Administration of OHSUF directs the implementation of Board-designated
actions.

(4)

Investment Pools and Distribution Policies
The foundation maintains two primary investment pools. The current funds investment pool (current fund)
is the repository for funds available for current operations. For all current funds not related to an
endowment account, it is the practice of the foundation’s Board of Trustees to utilize investment income on
these funds for operations. At June 30, 2013 and 2012, the fair value of the foundation’s investments in the
current fund was $235.4 million and $223.2 million, respectively.
The endowment fund investment pool (endowment fund) is the repository for funds from restricted,
nonexpendable contributions where the principal amount cannot be used but a spending distribution,
described below, can be used for the designated purpose. The endowment fund also holds
quasi-endowment funds, which have been designated as endowment by the foundation’s Board of Trustees.
Endowment accounts receive spending distributions subject to the foundation’s Board of Trustees
approved spending policy, which provides a predetermined amount of total return that can be spent for
purposes designated by the donor. All interest, dividends, and changes in fair value on donor-restricted
endowment funds are allocated to the appropriate restricted net position classification as specified by the
18
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donor at the time of receipt. All expendable income restricted by the donor is carried as restricted,
expendable net position until such time as the restriction has been met. At June 30, 2013 and 2012, the fair
value of the foundation’s investments in the endowment fund was $354.5 million and $327.7 million,
respectively.
Spending distributions were not made for certain endowment accounts during 2013 because the fair value
of the individual endowment accounts dropped below the corpus. Spending distributions on these accounts
will be resumed if specifically authorized by the foundation’s Board of Trustees or at the time that the
earnings of the endowment fund are sufficient to restore the corpus and support the annual spending
distribution. At June 30, 2013, the fair value of endowment accounts below corpus was $6.2 million and
the original corpus on these same accounts was $6.3 million. At June 30, 2012, the fair value of
endowment accounts below corpus was $53.9 million and the original corpus on these same accounts was
$55.8 million. The accumulated loss in these cases is reflected in nonexpendable restricted net position.
The foundation also has investments with a fair value of $27.3 million and $25.8 million at June 30, 2013
and 2012, respectively, related to its individually managed life income agreements. These investments are
included in various separately managed individual charitable trusts and life estate agreements, in reinsured
annuity contracts, or in the charitable gift annuity pool.
Foundation investment policies are established based on the investment objectives of the portfolio. Each
portfolio has its own Board-authorized asset allocation guideline. The objective for the current fund is to
earn a total return, net of fees and expenses, that exceeds the Merrill Lynch 1-3 Year Treasury index while
also providing a reliable source of liquidity to meet short-term working capital needs. The current fund
may invest in cash, cash equivalents, and fixed income securities. The duration of the portfolio shall be
within a range of 70% to 130% of the Merrill Lynch 1-3 Year Treasury Index. The objective for the
endowment fund is to produce a predictable and stable payout stream that increases over time, while
achieving growth of corpus. The endowment fund may invest in cash and cash equivalents, fixed income
securities, U.S. and non-U.S. equity securities and other alternative investments. Fixed income securities
held in this fund shall have a medium to long average duration (three to eight years). The charitable gift
annuity pool seeks to produce a relatively predictable and stable payout stream that will satisfy the funds
distribution obligations while achieving long-term capital appreciation of the overall fund balance. The
charitable gift annuity pool may invest in cash and cash equivalents, U.S. and non-U.S. equities, fixed
income, and real estate. Charitable trusts are managed to produce a relatively predictable and stable payout
stream that will satisfy the funds distribution obligations while achieving long-term capital appreciation of
the overall fund balance. Charitable trust investment objectives and asset allocation guidelines are
determined based on the individual circumstances of each trust account. Allowable investments for
charitable trusts include cash and cash equivalents, U.S. and non-U.S. equities, fixed income, real estate
and commodities.
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(a)

Fair Value of Investments
Investments at June 30, 2013 and 2012 are as follows:
Asset classes
Domestic equities
Non-U.S. equities
Venture capital/private equity
Marketable alternative investments
Real estate investments and contracts
Natural resource funds
Commodity fund
Global tactical asset allocation
Mutual funds – nonfixed income
Fixed income
Annuity contracts
Insurance policies
Other

2013

2012

$

43,639,257
102,447,681
25,158,066
60,098,794
22,653,523
37,779,924
—
13,219,541
13,464,960
293,464,899
2,822,252
801,267
—

37,371,783
92,205,333
27,463,393
65,206,558
22,298,133
27,144,871
8,351,006
—
12,645,201
279,315,946
2,178,458
927,390
950

$

615,550,164

575,109,022

Alternative Investments
Alternative investments are defined under U.S. generally accepted accounting principles as those
investments without readily determinable fair values. These investment vehicles differ by fund and
can be in the form of limited partnerships, limited liability corporations, investment trusts,
institutional funds, and offshore investment funds. Alternative investments as defined above, can be
found in a number of different asset classes that are shown in the schedule within note 4(a) above.
Alternative investment funds can contain certain types of financial instruments, including, among
others, derivatives, futures, forward contracts, options, swaps, and securities sold not yet purchased,
intended to hedge against changes in the fair value of investments or enhance potential risk-adjusted
returns. The investment styles employed by the underlying managers include, but are not limited to,
private equity, venture capital, buyout, absolute return, diversified arbitrage, merger arbitrage, event
driven, commodities, real estate, energy, domestic long/short, global long/short, market neutral, and
distressed.
These financial instruments involve varying degrees of risk. Such risks include, but are not limited
to, limited liquidity, absence of regulatory oversight, dependence upon key individuals, emphasis on
speculative investments (both derivatives and nonmarketable investments), and nondisclosure of full
portfolio composition. Because some of these investments are not readily marketable, their estimated
values are subject to uncertainty and, therefore, may differ from the value that would have been used
had a ready market for such investments existed. Such difference could be material.
Alternative investments can be less liquid than other investments. When liquidity limitations are
imposed on these alternative investments, the types of restrictions can include, but are not limited to,
lockup provisions whereby the foundation is unable to redeem shares or invested capital of an
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investment for a period of time, usually between one and three years after the initial investment for
marketable alternative funds and ten to twelve years for private equity and venture capital funds,
notice provisions whereby the foundation is required to give notice, ranging from 15 to 90 days, to
transact a redemption of an investment after the expiration of any lockup provisions, and the
establishment of gates, which further limit the timing and amount of a requested fund distribution
beyond the specified lockup provisions.
(b)

Interest Rate and Credit Risk
As of June 30, 2013, the foundation had the following fixed income investments disclosed by
maturity in the current fund, endowment fund, and life income agreement portfolios, stated at fair
value:
Maturity
Investment type
U.S. government securities
U.S. agency securities
Corporate bonds

Asset-backed securities and
collateralized mortgage
obligations
Municipal bonds

Mutual funds – fixed income
only

144A private debt obligations

Total

Less than
1 year

Credit rating
$

1 – 5 years

6 – 10 years

More than
10 years

Total

AAA
AA
A
BBB

1,932,565
101,029
—
5,064,144
5,699,841

47,579,891
40,758
18,121,623
29,436,423
24,906,314

2,859,059
—
—
—
—

2,142,137
—
—
—
—

54,513,652
141,787
18,121,623
34,500,567
30,606,155

AAA
A-1
AAA
AA
A

23,685,359
1,140,584
682,785
5,361,532
5,813,096

29,437,506
—
—
4,054,162
2,269,637

—
—
—
—
—

—
—
—
—
—

53,122,865
1,140,584
682,785
9,415,694
8,082,733

AAA
AA
A
BBB
BB
B
Below B
Not rated
AA
A
BBB

23,211,953
1,962,302
1,652,465
3,615,105
220,382
114,608
440
2,078
—
—
—

407,265
50,136
87,305
104,804
16,963
15,597
3,701
32,876
4,755,167
9,062,733
9,512,073

6,700,363
3,082,588
3,773,076
2,732,548
4,762,184
4,908,744
1,998,999
331,333
—
—
—

11,602
1,075
2,240
2,859
55
—
—
835
—
—
—

30,331,183
5,096,101
5,515,086
6,455,316
4,999,584
5,038,949
2,003,140
367,122
4,755,167
9,062,733
9,512,073

80,260,268

179,894,934

31,148,894

2,160,803

293,464,899

$
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As of June 30, 2012, the foundation had the following fixed income investments disclosed by
maturity in the current fund, endowment fund, and life income agreement portfolios, stated at fair
value:
Maturity
Investment type
U.S. government securities
U.S. agency securities
International debt securities

Corporate bonds
Municipal bonds

Asset-backed securities and
collateralized mortgage
obligations
Mutual funds – fixed income
only

144A private debt obligations

Total

Less than
1 year

Credit rating
$

1 – 5 years

6 – 10 years

More than
10 years

Total

AAA
AAA
AA
A
BBB
BB
B
AA
A
BBB
AAA
AA
A

5,575,262
103,516
1,043,182
—
251,776
—
—
—
101,462
203,306
1,483,381
2,946,589
2,229,065
3,443,840

40,038,163
3,232,508
498,490
849,138
373,973
—
516,413
43,947
13,542,051
24,579,571
27,491,613
—
3,830,849
11,107,510

3,082,932
5,114
413,559
485,890
685,879
605,077
49,723
—
—
—
—
—
—
—

3,257,517
—
1,348,656
112,150
1,950,415
—
—
—
—
—
—
—
—
—

51,953,874
3,341,138
3,303,887
1,447,178
3,262,043
605,077
566,136
43,947
13,643,513
24,782,877
28,974,994
2,946,589
6,059,914
14,551,350

AAA

6,324,198

48,592,431

—

—

54,916,629

AAA
AA
A
BBB
BB
B
Below B
Not rated
AAA
AA
A
BBB

30,751,489
1,021,316
1,949,786
2,507,286
198,197
10,160
188
1,910
1,821,272
—
2,272,367
2,854,825

402,336
39,346
93,613
85,154
17,690
7,185
1,893
35,821
2,005,901
5,741,517
4,366,414
6,925,865

2,234,694
379,149
315,673
371,871
112,442
63,769
48,509
20,758
—
—
—
—

1,351,570
107,667
303,864
412,589
14,794
8,261
7,214
52,445
—
—
—
—

34,740,089
1,547,478
2,662,936
3,376,900
343,123
89,375
57,804
110,934
3,827,173
5,741,517
6,638,781
9,780,690

67,094,373

194,419,392

8,875,039

8,927,142

279,315,946

$

Mutual fund credit rating and maturity information is based on the average contractual maturities and
ratings of the underlying fixed income securities.
The foundation holds $17.7 million of asset-backed securities collateralized primarily by auto loans,
equipment, and credit card receivables, and $35.4 of collateralized mortgage obligations as of
June 30, 2013. The foundation held $16.1 million of asset-backed securities collateralized primarily
by auto loans, equipment, and credit card receivables, and $38.8 of collateralized mortgage
obligations as of June 30, 2012. These investments were obtained in part to provide an attractive
yield while limiting credit risk and to increase diversification compared to other high quality debt
instruments. These securities are carried at fair value. The valuation of these securities is sensitive to
principal prepayments, which may result from a decline in interest rates, and they are sensitive to an
increase in average maturity, which may result from interest rate increases that lead to decreasing
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prepayments. These factors may increase the interest rate volatility of the foundation’s investment
portfolio.
(c)

Credit Risk
The current fund investment policy requires the weighted average quality of the portfolio to be AA
or higher as rated by one or more of the nationally recognized credit-rating services. Investments
shall generally emphasize U.S. Treasuries, Agencies, municipal bonds, and high-quality corporate
securities. The below listed securities require initial minimum ratings or better from Moody’s or
Standard & Poor’s as follows:

Commercial paper
Municipal bonds

Minimum
Moody’s
rating

Minimum
Standard &
Poor’s rating

P-1
A3

A-1
A-

At the time of purchase, all credits must be rated at least Baa3 by Moody’s or BBB- by S&P when
purchased. In the event of a split rating, the higher rating will prevail. Credits in the BBB or BAA
rating category will have a maximum position of 1% of market value. Total exposure to BBB and/or
Baa rated issues will not exceed 20%. A 5% maximum allocation to high yield bonds is allowed.
The endowment fund requires a weighted average credit rating of each fixed income portfolio
(within the fund) of A or higher. Issues of state or municipal agencies are prohibited, except under
unusual circumstances. The endowment fund may hold up to a maximum of 10% of the fixed income
portion of the fund in below-investment-grade (but rated B or higher by Moody’s or Standard &
Poor’s) fixed income securities.
If the credit quality of a holding in the current or endowment fund declines so that it is below the
level required as stated above, a decision will be made by the Investment Committee to hold or sell
the security.
The charitable trust investments generally have a minimum credit quality rating in investment-grade
Baa/BBB bond investments and a minimum rating of A-1/P-1 for investments in commercial paper.
However, an individual trust may hold up to 9% of the portfolio in below-investment-grade
investments.
(d)

Concentration of Credit Risk
The foundation’s policies relating to the endowment fund and charitable gift annuity pool limit
investments in any one issue to a maximum of 5%, except for issues of the U.S. government and its
agencies or diversified mutual funds, which may be held without limitation. The foundation’s
investment policy for charitable trusts limits investments in any one issue to a maximum of 10%,
except for issues of the U.S. government and its agencies or diversified mutual funds. The current
fund investment policy places no limit on the amount that may be invested in any one issuer, except
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that a maximum of 3% may be invested in the securities of any nongovernmental issuer. As of
June 30, 2013 and 2012, the foundation held no individual investments or investments with an issuer
that have balances above 5% of its total invested assets or over 3% for nongovernmental issuers in
the current fund.
(e)

Foreign Currency Risk
The foundation’s investment policies permit investments in international equity and other asset
classes, which can include foreign currency exposure. The endowment fund allows up to 35% of the
portfolio to be invested in international equities and up to 40% of the fixed income portion of the
fund to be invested in non-U.S. dollar-denominated bonds. The current fund allows up to 10% of the
portfolio to be invested in non-U.S. sovereign or supranational issues. The charitable gift annuity
pool investment policy allows up to 30% of the portfolio to be invested in international equities. The
charitable trust investment policy allows up to 32% of the portfolio to be invested in international
equities, based on the individual circumstances of each trust account.
The following table details the fair value of foreign-denominated securities by currency type at
June 30:

Value (U.S. dollar)
2013
2012

Foreign currency
Australian dollar
Brazilian real
British pound sterling
Canadian dollar
Chilean peso
Euro
Hungarian forint
South Korean won
Malaysian ringgit
Mexican peso
New Zealand dollar
Poland zloty
South African rand
Swiss franc
Turkish lira
Total
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$

951,083
—
3,437,901
1,242,615
—
2,489,571
—
—
—
—
—
—
—
1,394,774
—

53,050
369,283
4,678,993
—
422,698
2,506,518
461,256
509,615
504,454
1,138,794
50,141
662,862
446,318
1,172,940
493,770

$

9,515,944

13,470,692
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(f)

Commitments
As of June 30, 2013 and 2012, the foundation had total accumulated commitments to nonmarketable
private alternative investments of $69.6 million and $70.7 million, respectively. As of June 30, 2013
and 2012, the foundation had funded $55.8 million and $53.5 million, respectively, of the total
amount committed to these investments. These investments are structured as limited partnerships and
include investments in U.S. and non-U.S. private equity, venture capital, natural resources, distressed
securities, real estate, and energy.

(5)

Restricted Pledges and Estates Receivable
The foundation had the following restricted pledges and estates receivable as of June 30, 2013 and 2012:

Pledges maturing within 1 year
Pledges maturing within 2 – 10 years

$

Less allowance for uncollectible pledges
Less discount for net present value (rates of 0.30% to 4.82%)
Total net pledges receivable
Estates receivable
Less allowance for uncollectible estates receivable
Total net estates receivable
Total restricted pledges and estates
receivable, net
(6)

$

2013

2012

37,160,803
105,710,536

20,493,008
60,410,492

142,871,339

80,903,500

(1,195,506)

(1,726,726)

141,675,833

79,176,774

(2,612,103)

(3,225,006)

139,063,730

75,951,768

1,321,147
(66,056)

148,251
(7,412)

1,255,091

140,839

140,318,821

76,092,607

Trusts Held by Others
The foundation is the named beneficiary of 30 and 21 trusts held by outside trustees as of June 30, 2013
and 2012, respectively. The fair value reported to management of trust assets held by others was
$40.5 million and $32.5 million as of June 30, 2013 and 2012, respectively. Trust distributions from these
assets are recorded as contributions as they occur. Trust distributions of $1.8 million and $1.4 million were
recorded as contributions during fiscal years 2013 and 2012, respectively.

(7)

Commitments
The foundation leases its office on Salmon Street under a lease expiring as of the close of business on
July 31, 2016. Doernbecher Children’s Hospital Foundation (DCHF) shares office space and
approximately 17.5% of the rental cost with the foundation under the foundation’s lease. The foundation
also entered into a lease for office space on OHSU’s campus beginning July 1, 2010 and expiring as of the
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close of business on June 30, 2015. The total obligations under these leases are as follows for the years
ending June 30:

Salmon
Street
Building
Year ending June 30:
2014
2015
2016
2017

$

483,298
500,210
517,713
43,265

Total

OHSU
Buildings

Payments

63,826
65,731
—
—

547,124
565,941
517,713
43,265
$

1,674,043

The foundation had net leasing costs of $397,482 and $388,863 during the years ended June 30, 2013 and
2012, respectively.
(8)

Related-Party Transactions
(a)

DCHF
The foundation has entered into a service agreement with DCHF. Under the terms of the agreement,
the foundation provides management and staff resources and other support services to DCHF in the
areas of program management, gift processing, donor program support, planned giving program
support, communications, office services, accounting, and computer support. OHSUF has recorded
approximately $1,191,356 related to this service agreement as reimbursement of supporting services
expenses in the accompanying statements of revenues, expenses, and changes in net position for the
year ended June 30, 2013. During the year ended June 30, 2012, OHSUF recorded approximately
$733,392 related to this service agreement as management fee revenue in the accompanying
statements of revenues, expenses, and changes in net position.
The foundation provides investment management services and administration services to DCHF for
its current funds, which have a balance of $23.3 million at June 30, 2013 and $22.3 million at
June 30, 2012. The foundation retains 100.0% of the net earnings or losses on these funds. The
current fund had net earnings of 1.2% for the year ended June 30, 2013 and 1.3% for the year ended
June 30, 2012. DCHF retains ownership of these funds.
The foundation provides investment management and administration services to DCHF for its
endowment funds. The foundation’s fee is currently 1.6% of the three-year moving average of the
market value of the fund. DCHF retains ownership of these funds. The foundation has recorded
revenues of approximately $0.4 million and $0.3 million included in the accompanying statements of
revenues, expenses, and changes in net position for the years ended June 30, 2013 and 2012,
respectively, related to investment management and administration services to DCHF for its
endowment funds.
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(b)

Faculty Practice Plan Reserve Funds
In 2009, the OHSU Medical Group, a separate 501(c)(3) organization that was previously separate
from OHSU, merged with OHSU. As a result of the merger, OHSU established Faculty Practice Plan
Reserve Funds at the foundation. The foundation provides investment management and
administration services for these funds that are held to benefit specific clinical departments within
the OHSU Medical Group. In exchange for providing this service, the foundation charges a fee of
0.6% of the fund balance.
In conjunction with this merger, the Medical Group transferred funds to the foundation and at
June 30, 2013 and 2012, approximately $43.5 million and $44.2 million, respectively, was held in
Faculty Practice Plan Reserve Funds. The foundation provided $3.6 million and $2.2 million of
funds received during the merger for Faculty Practice Plan Reserve Funds to OHSU during the fiscal
years ended June 30, 2013 and 2012, respectively.
Additionally, subsequent to the merger, departments within the OHSU Medical Group have
deposited funds with the foundation. Approximately $24.9 million and $18.4 million of funds
transferred subsequent to the merger are recorded in current liabilities due to OHSU at June 30, 2013
and 2012, respectively.
In total, the foundation held $68.4 million and $62.6 million of Faculty Practice Plan Reserve Funds
at June 30, 2013 and 2012, respectively.

(c)

OHSU
The foundation provides investment management services to OHSU for its endowment fund. The
fair value of the OHSU endowment was $82.6 million as of June 30, 2013 and $83.0 million as of
June 30, 2012. OHSU retains ownership of these funds; therefore, they are not reported on the
foundation’s financial statements. The foundation has recorded revenues of approximately
$1.4 million included in the accompanying statements of revenues, expenses, and changes in net
position for each of the years ended June 30, 2013 and 2012 related to investment management
services performed for OHSU.
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(9)

Capital Assets
The following is a summary of capital assets for the fiscal years ended June 30, 2013 and 2012:

June 30,
2012
balance
Capital assets:
Building lease improvements
Computer equipment
Office equipment

$

Total capital assets
Less accumulated depreciation:
Building lease improvements
Computer equipment
Office equipment
Total accumulated
depreciation
Total capital
assets, net

$

$

Total capital assets
Less accumulated depreciation:
Building lease improvements
Computer equipment
Office equipment
Total accumulated
depreciation
Total capital
assets, net

$

Decreases

327,719
1,246,276
178,081

—
105,409
8,748

—
(61,043)
—

327,719
1,290,642
186,829

1,752,076

114,157

(61,043)

1,805,190

(145,942)
(972,552)
(83,080)

(44,826)
(84,948)
(26,144)

—
61,043
—

(190,768)
(996,457)
(109,224)

(1,201,574)

(155,918)

61,043

(1,296,449)

550,502

(41,761)

—

508,741

June 30,
2011
balance
Capital assets:
Building lease improvements
Computer equipment
Office equipment

Increases

June 30,
2013
balance

Increases

Decreases

June 30,
2012
balance

327,719
1,131,102
154,279

—
131,382
23,802

—
(16,208)
—

327,719
1,246,276
178,081

1,613,100

155,184

(16,208)

1,752,076

(101,116)
(904,963)
(59,671)

(44,826)
(83,797)
(23,409)

—
16,208
—

(145,942)
(972,552)
(83,080)

(1,065,750)

(152,032)

16,208

(1,201,574)

547,350

3,152

—

550,502
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The foundation has recorded depreciation expense of $155,918 and $152,032 for the years ended June 30,
2013 and 2012, respectively, which is included in supporting services in the accompanying statements of
revenues, expenses, and changes in net position.
(10) Defined Contribution and 403(b) Pension
The foundation has a defined-contribution money purchase plan with investment options provided by
TIAA/CREF and Standard Insurance Company. An eligible employee may direct how contributions are
invested among the available investment options. The foundation serves as the plan administrator and
reserves the right to amend, modify, or terminate the Plan at any time, provided that no amendment or
modification shall act to reduce the balances of the individual accounts of any participant accrued to the
time of such amendment or modification. For each plan year, the foundation has made a pension
contribution to the plan equal to 12% of each participant’s eligible compensation for the plan year.
Contributions are fully vested after five years. The foundation’s contributions to the plan were $823,096
and $613,671 during the years ended June 30, 2013 and 2012, respectively.
The foundation also has a 403(b) plan administered by both TIAA/CREF and The Vanguard Group. An
employee may choose to make contributions through either TIAA/CREF or The Vanguard Group as an
optional employee election with deferral up to maximum federal regulations. The foundation does not
make contributions to the 403(b) plan as the employer.
(11) Life Income Funds
Life income contributions for the years ended June 30, 2013 and 2012 are as follows at the date of
donation:
Agreements
Charitable remainder unitrusts
Charitable gift annuities
Life estate agreements

2013
Asset

Liability

Agreements

2012
Asset

Liability

2 $
14
1

78,087
1,456,308
16,859

36,012
974,513
1,974

3 $
7

62,261
824,478

18,069
574,646

17 $

1,551,254

1,012,499

10 $

886,739

592,715

Total life income instruments held at June 30, 2013 and 2012 are as follows:
Agreements
Charitable remainder unitrusts
Charitable remainder trust annuities
Charitable gift annuities
Life estate agreements

2013
Asset

Liability

Agreements

2012
Asset

Liability

62 $
7
188
4

16,124,219
708,416
9,528,675
1,335,860

7,166,276
259,576
6,468,973
451,399

64 $
8
183
3

15,703,634
1,035,427
8,431,771
1,474,631

7,330,025
654,160
5,895,916
464,419

261 $

27,697,170

14,346,224

258 $

26,645,463

14,344,520
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Twenty-one charitable gift annuities, included above, with a total gift value of $5.1 million, have been
reinsured with insurance carriers in order to reduce liability exposure. Under the reinsurance contracts, the
insurance carrier pays the future beneficiary payments. To the extent the insurance carriers are unable to
perform under the contract, the foundation would be responsible for payment.
Changes in OHSUF’s liability for life income agreements during the fiscal years ended June 30, 2013 and
2012 are summarized below:

Charitable remainder unitrusts
Charitable remainder trust
annuities
Charitable gift annuities
Life estate agreements
Total

$

$

June 30,
2012
balance

Increases

Decreases

June 30,
2013
balance

7,330,025

1,803,964

(1,967,713)

7,166,276

654,160
5,895,916
464,419

116,494
1,500,745
1,974

(511,078)
(927,688)
(14,994)

259,576
6,468,973
451,399

14,344,520

3,423,177

(3,421,473)

14,346,224

Decreases

June 30,
2012
balance

June 30,
2011
balance
Charitable remainder unitrusts
Charitable remainder trust
annuities
Charitable gift annuities
Life estate agreements
Total

$

$

Increases

8,223,997

468,744

(1,362,716)

7,330,025

721,683
5,776,400
580,619

87,543
1,009,792
—

(155,066)
(890,276)
(116,200)

654,160
5,895,916
464,419

15,302,699

1,566,079

(2,524,258)

14,344,520

Increases or decreases may result from actuarial adjustments, distributions to beneficiaries, new gifts,
termination of an agreement, and investment income or loss.
(12) Unrestricted Net Position
Designations for unrestricted and Board-designated net position for the years ended June 30, 2013 and
2012 are as follows:

Funds for current operations
Designated for specific purposes
Designated for endowment
Total unrestricted net position
30

2013

2012

$

23,060,230
2,597,036
23,896,912

28,135,032
861,533
23,054,203

$

49,554,178

52,050,768
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(13) Supporting Services
Supporting services, which included administrative and fund-raising expenses, totaled approximately
$13.5 million and $13.3 million for the years ended June 30, 2013 and 2012, respectively. The total for
June 30, 2013 included $6.8 million in fund-raising expenses and $6.7 million in administrative service
expenses. The total for June 30, 2012 included $6.2 million in fund-raising expenses and $7.1 million in
administrative service expenses. The foundation’s cost of insuring for risks in the areas of general liability,
employee medical, directors and officers, and internet coverage is included in supporting services, and is
covered by third-party insurance. There was no change in the level of the foundation’s insurance coverage
during the fiscal years ended June 30, 2013 and 2012.
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