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Management’s Discussion and Analysis 
 
 
October 16, 2012 
 
The East Carolina University Alumni Association, Inc. (the “Association”) is a volunteer led, 501(c)(3) 
organization whose mission is to inform, involve, and serve members of the East Carolina University (the 
“University”) family throughout their lifelong relationship with the University through the promotion of 
goodwill and recognition of students and alumni.  The attached financial statements, audited by the firm 
of CliftonLarsonAllen, LLP, received an unqualified opinion.  The unqualified opinion from our auditors 
reflects the commitment of our volunteers and staff to stewarding the Association’s resources in a 
responsible manner while fulfilling the Association’s mission with integrity and in compliance with the 
rules and regulations that govern its operations. 
 
As the financial statements illustrate, the fiscal year ended June 30, 2012 generated a slight increase in 
overall net assets.  The following graphs summarize the financial results for the year ended June 30, 2012. 
 
Total assets of the Association at June 30, 2012 were $2.2 million.  The Association’s ending total net 
assets of $1.8 million were an increase of 1% of the prior year’s ending net assets (see Figure 1).  
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The total revenues, gains, and other support received by the Association during the year was $1.4 million. 
As illustrated by Figure 2, the change in total revenues represented a 19% decrease over the previous 
year’s total revenue of $1.7 million, largely due to the change in investment returns.   
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Figure 2
Total Revenues, Gains, and Other Support

  
 

Gifts to the Association for fiscal year 2012 totaled $34,480, a decrease of 8% over the prior year (see 
Figure 3).   
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Figure 3
Gift Revenue
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The decrease in investment returns represents a significant portion of the decrease in total revenues in 
fiscal year 2012.  As shown in Figure 4, the Association’s investment returns diminished to $1,997 in 
fiscal year 2012 compared to a 5-year high of $372,139 in fiscal year 2011. 
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Figure 4
Investment Returns

 
 

Program support provided by the Association funds student scholarships, alumni recognition, reunions, 
and other forms of communication to engage alumni, which helps them stay connected to the University 
and each other.  In fiscal year 2012, there was a 1% increase in program support over the fiscal year 2011 
amount (see Figure 5). 
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Program Services
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The Association was created to develop a spirit of cooperation and loyalty among alumni and to promote 
the general welfare of the institution.  It is a forward looking organization committed to playing a 
significant role in the future development of the University, its students, alumni, and community.  The 
financial information that follows illustrates the Association is well positioned to fulfill its commitments 
both today and in the future. 
 
If you have any questions, please contact us. 
 

    
Paul J. Clifford    Frederick Niswander 
President & CEO   Executive Treasurer 

Vice Chancellor of Administration & Finance of  
East Carolina University 

 

 
J. Britt Sholar 
Controller 
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CliftonLarsonAllen LLP 
www.cliftonlarsonallen.com 

 
 
 
 
 

Independent Auditor's Report 
 
 
Board of Directors 
East Carolina University Alumni Association, Inc.  
Greenville, North Carolina 
 
 
We have audited the accompanying statements of financial position of East Carolina University Alumni 
Association, Inc. (the “Association”) as of June 30, 2012 and 2011 and the related statements of activities 
and cash flows for the years then ended. These financial statements are the responsibility of the 
Association's management. Our responsibility is to express an opinion on these financial statements based on 
our audits. 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Association as of June 30, 2012 and 2011 and changes in net assets and its cash 
flows for the years then ended in conformity with accounting principles generally accepted in the United 
States of America. 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The “Management’s Discussion and Analysis” on pages 1 – 4 is presented for purposes of additional 
analysis and is not a required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the financial statements. The information has been subjected to the auditing procedures 
applied in the audit of the financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
financial statements or to the financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the information is fairly stated in all material respects in relation to the financial statements as a whole. 
 

a 
Charlotte, North Carolina 
October 16, 2012 
 



EAST CAROLINA UNIVERSITY ALUMNI ASSOCIATION, INC. 
STATEMENTS OF FINANCIAL POSITION 

June 30, 2012 and 2011 
 
 

The accompanying notes are an integral part of the financial statements. 
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2012 2011

Cash 1,641,447$      203,364$         
Prepaid expenses 5,973               10,269
East Carolina University Foundation, Inc. - 

Investment pool (Notes 2 and 3) 517,944           1,834,748
Other receivables 1,458             6,850              

TOTAL ASSETS 2,166,822$     2,055,231$     

Accounts payable 15,767$           13,290$           
Due to East Carolina University Foundation, Inc. 10                    90                    
Deferred revenue 378,041         288,779          

Total liabilities 393,818         302,159          

Net assets:
Unrestricted 1,083,298        1,050,888        
Temporarily restricted (Notes 4 and 5) 258,922           305,530           
Permanently restricted (Notes 4 and 5) 430,784         396,654          

Total net assets 1,773,004      1,753,072       

TOTAL LIABILITIES AND NET ASSETS 2,166,822$     2,055,231$     

ASSETS

LIABILITIES AND NET ASSETS

 
 
 



EAST CAROLINA UNIVERSITY ALUMNI ASSOCIATION, INC. 
STATEMENTS OF ACTIVITIES 

Years Ended June 30, 2012 and 2011 
 
 

The accompanying notes are an integral part of the financial statements. 
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Unrestricted
Temporarily

Restricted
Permanently

Restricted Total

REVENUES, GAINS, AND OTHER SUPPORT
Contributions 22,002$          2,675$            9,803$            34,480$          
Contributed services and facilities (Note 6) 742,361          -                 -                 742,361          
Return on investments:

Interest and dividends 11,488            15,803            -                 27,291            
Net realized and unrealized gains (losses) on
   investments -                 (25,294)           -                 (25,294)           

Revenue from exchange transactions 67,025            -                 -                 67,025            
Memberships 312,216          -                 -                 312,216          
Special events and other income 168,013          4,234              24,327 196,574          

Net assets released from restrictions (Note 4) 44,026            (44,026)           -                 -                 

Total revenues, gains, and other support 1,367,131       (46,608)           34,130            1,354,653       

EXPENSES
Program services 624,233          -                 -                 624,233          
Scholarships 39,500            -                 -                 39,500            

General and administrative 670,988          -                 -                 670,988          

Total expenses 1,334,721       -                 -                 1,334,721       

CHANGES IN NET ASSETS 32,410            (46,608)           34,130            19,932            

NET ASSETS, BEGINNING OF YEAR 1,050,888 305,530 396,654 1,753,072       

RECLASSIFICATION OF NET ASSETS, 
ASC 320 (Note 5) -                 -                 -                 -                 

NET ASSETS, END OF YEAR 1,083,298$     258,922$        430,784$        1,773,004$     

2012

 
 



EAST CAROLINA UNIVERSITY ALUMNI ASSOCIATION, INC. 
 STATEMENTS OF ACTIVITIES 

Years Ended June 30, 2012 and 2011 
(Continued) 

 
 

The accompanying notes are an integral part of the financial statements. 
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Unrestricted
Temporarily

Restricted
Permanently

Restricted Total

REVENUES, GAINS, AND OTHER SUPPORT
Contributions 16,271$        15,033$        6,008$          37,312$        
Contributed services and facilities (Note 6) 716,505        -                -                716,505        
Return on investments: -                

Interest and dividends 57,265          12,515          -                69,780          
Net realized and unrealized gains on investments 210,289        92,070          -                302,359        

Revenue from exchange transactions 67,361          -                -                67,361          
Memberships 279,107        -                -                279,107        
Special events and other income 179,844        30,422          -                210,266        

Net assets released from restrictions (Note 4) 41,612          (41,612)         -                -                

Total revenues, gains, and other support 1,568,254     108,428        6,008            1,682,690     

EXPENSES
Program services 617,170        -                -                617,170        
Scholarships 34,500          -                -                34,500          

General and administrative 632,216        -                -                632,216        

Total expenses 1,283,886     -                -                1,283,886     

CHANGES IN NET ASSETS 284,368        108,428        6,008            398,804        

NET ASSETS, BEGINNING OF YEAR 753,171 210,451 390,646 1,354,268     

RECLASSIFICATION OF NET ASSETS, 
ASC 320 (Note 5) 13,349          (13,349)         -                -                

NET ASSETS, END OF YEAR 1,050,888$   305,530$      396,654$      1,753,072$   

2011

 
 



EAST CAROLINA UNIVERSITY ALUMNI ASSOCIATION, INC. 
STATEMENTS OF CASH FLOWS 
Years Ended June 30, 2012 and 2011 

 
 

The accompanying notes are an integral part of the financial statements. 
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2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets 19,932$           398,804$         
Permanently restricted contributions (9,803)              (6,008)              
Permanently restricted proceeds from special events (24,327)            -                   
Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Net realized and unrealized gain (loss) on investments 25,294             (302,359)          
Effect of changes in operating assets and liabilities:

Prepaid expenses 4,296               (6,959)              
Other receivables 5,392               (5,075)              
Accounts payable 2,477               (17,215)            
Agency payable (80)                   90                    
Deferred revenue 89,262           65,685            

Net cash provided by operating activities 112,443         126,963          

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments, net (38,167)            70,193             
Proceeds from sale of investments, net 1,329,677      -                  

Net cash provided by investing activities 1,291,510      70,193            

CASH FLOWS FROM FINANCING ACTIVITIES
Permanently restricted proceeds from special events 24,327             -                   
Contributions for endowment 9,803             6,008              

Net cash provided by financing activities 34,130           6,008              

INCREASE IN CASH 1,438,083        203,164           

CASH, BEGINNING OF YEAR 203,364         200                 

CASH, END OF YEAR 1,641,447$     203,364$        
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(1) Summary of Significant Accounting Policies 
 

Nature of Activities 
 
East Carolina University Alumni Association, Inc. (the “Association”) is a membership organization 
whose mission is to inform, involve and serve members of the East Carolina University (the 
“University”) family throughout their lifelong relationship with the University through the promotion 
of goodwill and recognition of students and alumni. 
 
Basis of Presentation 
 

The accompanying financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America for the 
nonprofit industry.  Net assets and revenues, expenses, gains, and losses are classified based on the 
existence or absence of donor-imposed restrictions.  Accordingly, net assets of the Association and 
changes therein are classified and reported as follows: 

 

 Unrestricted net assets - Net assets not subject to donor-imposed stipulations. 
 

 Temporarily restricted net assets - Net assets subject to donor-imposed stipulations for 
specified purposes of the Association and/or the passage of time. 

 

 Permanently restricted net assets - Net assets subject to donor-imposed stipulations that they 
be maintained permanently by the Association.  Generally, the donors of these assets permit 
the Association to use all of, or part of, the income earned on related investments for general 
or specific purposes. 

 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited 
by donor-imposed restrictions.  Expenses are reported as decreases in unrestricted net assets.  Gains 
and losses on investments and other assets or liabilities are reported as increases or decreases in 
unrestricted net assets unless their use is restricted by explicit donor stipulation or by law. Expirations 
of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the 
stipulated time period has elapsed) are reported as reclassifications on the Statements of Activities 
between the applicable classes of net assets, as “Net assets released from restrictions.” 
 
Use of Estimates in Preparation of Financial Statements 

 
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that directly 
affect the results of reported amounts and disclosures.  Accordingly, actual results may differ from 
these estimates. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include interest-bearing money market accounts and short-term 
investments with an original maturity of three months or less at the time of purchase. Amounts 
excluded from cash and cash equivalents include short-term investments that are held in the 
investment pool. 
 

  



EAST CAROLINA UNIVERSITY ALUMNI ASSOCIATION, INC. 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2012 and 2011 
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(1) Summary of Significant Accounting Policies (Continued) 
 
Fair Value of Financial Instruments 
 
The carrying amounts of cash, prepaid expenses, other receivables, accounts payable, and accrued 
expenses approximate fair value because of the short maturity of these instruments. The fair value of 
investments is described in Note 3, and is in accordance with FASB ASC 820, Disclosures about Fair 
Value of Financial Instruments, which defines fair value of a financial instrument as the amount at 
which the instrument could be exchanged in a current transaction between willing parties. 

 
Investments  

 
Investments are reported at fair value with gains and losses included in the Statements of Activities.  
The Association entered into an agreement with East Carolina University Foundation, Inc. (the “ECU 
Foundation”) to invest their endowment funds into the ECU Foundation’s investment pool.  Once a 
year, the interest, dividends, realized and unrealized gains/losses, and investment fees are allocated to 
the funds based on the fund’s percentage of ownership interest in the pool of investments.   
 
As explained in Note 2, the financial statements include alternative investments consisting of private 
equity funds and hedge funds that are valued at $167,861 (9% of net assets) and $568,410 (32% of 
net assets) at June 30, 2012 and 2011, respectively. Management, using the methodology discussed in 
Note 3, has estimated the fair values of these investments. 
 
Allocation of Investment Income 

 

Income and realized and unrealized net gains (losses) on investments of endowment and similar funds 
are reported as follows: 
 

 As increases in permanently restricted net assets if the terms of the gift or the Association’s 
interpretation of relevant state law require that they be added to the principal of a permanent 
endowment fund. 

 

 As increases in temporarily restricted net assets if the terms of the gift impose restrictions on 
the use of the income. 

 

 As increases in unrestricted net assets in all other cases. 
 

In accordance with FASB ASC 958-205, any losses on the investments of a donor-restricted 
endowment fund reduce temporarily restricted net assets to the extent that donor-imposed temporary 
restrictions on net appreciation of the fund have not been met before a loss occurs.  Any remaining 
loss reduces unrestricted net assets. If losses reduce the assets of a donor-restricted endowment fund 
below the level required by the donor stipulations or law, gains that restore the fair value of the assets 
of the endowment fund to the required level are classified as increases in temporarily restricted net 
assets. 
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NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2012 and 2011 
 
 

12 

(1) Summary of Significant Accounting Policies (Continued) 
 
Deferred Revenue 
 

Deferred revenue represents the collection of royalties and event registration proceeds, in the current 
period, which are not yet earned.  These monetary assets are reported as deferred revenue until they 
meet the criteria for revenue recognition. 

Contributions 
 

Unconditional contributions are considered available for unrestricted use unless specifically restricted 
by the donor.  The gifts are reported as either temporarily or permanently restricted support if they are 
received with donor stipulations that limit the use of the donated assets.  When a donor restriction 
expires, that is when a stipulated time restriction ends or purpose restriction is accomplished, 
temporarily restricted net assets are reclassified as unrestricted net assets and reported in the 
Statements of Activities as net assets released from restrictions.  Donor contributions whose 
restrictions are met within the same year as received are reflected as unrestricted contributions in the 
accompanying financial statements. 
 
Income Taxes 

 

The Association is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue 
Code, except on net income derived from unrelated business activities.  At June 30, 2012, the 
Association has recorded a tax liability for unrelated business activities in the amount of $5,544 
which is included on the Statements of Financial Position in accounts payable.  At June 30, 2011, the 
Association did not record a tax liability for unrelated business activities.  Management believes that 
it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax 
positions that are material to the financial statements. 
 
The Association’s Federal Exempt Organization Business Income Tax Returns (Form 990T) for fiscal 
years 2011, 2010, and 2009 are subject to examination by the IRS, generally for three years after they 
were filed. 

 
(2) Investments  
 

The Statements of Financial Position caption “Due from East Carolina University, Inc. - Investments” 
represents funds in an investment pool.  The Association pools a portion of its monetary assets with 
the ECU Foundation in order to maximize the return on investments and to minimize administrative 
costs.   

 

The fair value of the Association’s proportionate share of the pooled investments held by the ECU 
Foundation at June 30, 2012 and 2011 are as follows: 
 

2012 2011

Mutual funds 350,083$        1,266,338$     
Alternative investments 167,861          568,410          

Total investments 517,944$        1,834,748$     
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NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2012 and 2011 
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(2) Investments (Continued) 
 
The Association’s investments held by the ECU Foundation represent approximately 0.7% and 2.4% 
of the total investments held by the ECU Foundation at June 30, 2012 and 2011, respectively. 
 
Once each year, interest and dividends, realized and unrealized gains/losses, and administrative fees 
are allocated to the Association’s endowment funds.  Investment income is allocated based on the 
actual rate of return, less any administrative fees.  The unrestricted net asset funds, except for certain 
board-designated funds, do not receive an allocation of investment income.  

 
(3) Fair Value of Investments  

 
In determining fair value, the Association uses various valuation approaches within the FASB ASC 
820 fair value measurement framework. Fair value measurements are determined based on the 
assumptions that market participants would use in pricing an asset or liability. 
 
FASB ASC 820 establishes an hierarchy for inputs in measuring fair value that maximizes the use of 
observable inputs and minimizes the use of unobservable inputs by requiring that the most observable 
inputs be used when available.  FASB ASC 820 defines levels within the hierarchy based on the 
reliability of inputs as summarized below: 

 
 Level 1 – Valuations based on unadjusted quoted prices for identical assets or liabilities in 

active markets; 
 

 Level 2 – Valuations based on quoted prices for similar assets or liabilities or identical assets 
or liabilities in less active markets, such as dealer or broker markets; and 

 
 Level 3 – Valuations derived from valuation techniques in which one or more significant 

inputs or significant value drivers are unobservable, such as pricing models, discounted cash 
flow models and similar techniques not based on market, exchange, dealer or broker-traded 
transactions. 

 
The following is a description of the valuation methodologies used for instruments measured at fair 
value and their classification in the valuation hierarchy.  
 
Mutual funds listed on a national market or exchanges are valued at the last sales price.  If there is no 
sale, and the market is considered still active, equity securities are valued at the last transaction price 
before year-end. Such securities are classified within Level 1 of the valuation hierarchy.  
 
Investments in private equity funds and hedge funds are valued at the estimated exit price as of June 
30, 2012.  The Association’s estimate of the exit price is based upon the net asset value of the 
Association’s interest as reported by the investee.  The net asset value is the amount the Association 
would expect to receive in liquidation after the satisfaction of all investee liabilities. These 
investments are classified as Level 3 of the valuation hierarchy. 
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(3) Fair Value of Investments (Continued) 
 
The following table presents the Association’s proportionate share of the pooled investments held by 
the ECU Foundation, measured at fair value, by classification within the fair value hierarchy, as of 
June 30, 2012 and 2011: 

Level 1 Level 2 Level 3 Total

Investments in mutual funds 350,083$    -$           -$           350,083$    
Investments in private equity funds -            -            20,693        20,693        
Investments in hedge funds -          -          147,168     147,168     

Total 350,083$   -$          167,861$    517,944$   

Level 1 Level 2 Level 3 Total

Investments in mutual funds 1,266,338$  -$           -$           1,266,338$  
Investments in private equity funds -            -            64,511        64,511        
Investments in hedge funds -          -          503,899     503,899     

Total 1,266,338$ -$          568,410$    1,834,748$ 

2012

2011

 
The following is a reconciliation of the beginning and ending balances of assets and liabilities 
measured at fair value on a recurring basis using significant unobservable (Level 3) inputs during the 
years ended June 30, 2012 and 2011: 
 

2012 2011

Balance, beginning of year 568,410$    507,662$    

Purchases 3,880         124,568      
Sales and liquidations (406,908)     (78,594)      
Distributions from level 3 -            (7,387)        
Realized gains, net 2,529         19,770        
Unrealized gains (losses), net (50)           2,391        

Balance, end of year 167,861$    568,410$    

Realized and unrealized gains and losses applicable to instruments valued using significant 
unobservable inputs (Level 3) included in net income for 2012 and 2011 are reported in the 
Statements of Activities as follows: 
 

2012 2011

Net realized gain from investments 2,529$        19,770$      
Net increase in unrealized gain (loss) on investments (50)           2,391        

Total 2,479$        22,161$      
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(3) Fair Value of Investments (Continued) 
 
The Association invests in various types of investment securities, which are exposed to various risks, 
such as interest rate, market, and credit risk.  Due to the level of risk associated with certain 
investment securities, it is at least reasonably possible that changes in the values of investment 
securities will occur in the near term, and that such changes could materially affect the amounts 
reported in the Statements of Financial Position. 
 
The ECU Foundation investment pool, in which the Association participates, invests in alternative 
investment vehicles as a hedge against broader market risks by further diversifying the portfolio 
holdings. Investments in both private equity and hedge funds are in the fund-of funds category. The 
private equity investments include funds whose focus is on buyouts and distressed debt purchases. 
The hedge fund investments pursue a variety of strategies, including real estate, equity, and other 
hedging strategies. 
 
The following table summarizes the Association’s percentage of ownership interest in the alternative 
investments held in the ECU Foundation investment pool at June 30, 2012 and 2011: 
 

Redemption
Frequency Redemption

Unfunded (if Currently Notice
Fair Value Commitments Eligible) Period

Private Equity Funds
FEG Private Opportunites Fund 2,647$         17,761$       Ineligible N/A
Northgate Private Equity Partners I 3,362           330              Ineligible N/A
Northgate Private Equity Partners II 5,137           481              Ineligible N/A
Siguler Gulf Distressed -               -               

Opportunities III 9,547           2,165           Ineligible N/A
Total Private Equity Funds 20,693         20,736         

Hedge Funds
FEG Equity Access Fund 22,582         -               Semi-annual 95 days
Fidelity Real Estate High

Income Fund 13,280         -               Daily 1 day
Lighthouse Diversified Fund 50,929         -               Quarterly 90 days
Marsico Focused Growth Fund 41,279         -               Monthly 5 days
UNC Investment Fund, LLC 19,098         -               Monthly 30 days

Total Hedge Funds 147,168       -               

Total Alternative Investments 167,861$     20,736$       

Alternative Investments as of June 30, 2012
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(3) Fair Value of Investments (Continued) 

Redemption
Frequency Redemption

Unfunded (if Currently Notice
Fair Value Commitments Eligible) Period

Private Equity Funds
Northgate Private Equity Partners I 13,047$       1,143$         Ineligible N/A
Northgate Private Equity Partners II 18,174         2,858           Ineligible N/A
Siguler Gulf Distressed -               -               

Opportunities III 33,290         9,288           Ineligible N/A
Total Private Equity Funds 64,511         13,289         

Hedge Funds
FEG Equity Access Fund 81,516         -               Semi-annual 95 days
Fidelity Real Estate High -               

Income Fund 42,388         -               Daily 1 day
Lighthouse Diversified Fund 178,567       -               Quarterly 90 days
Marsico Focused Growth Fund 136,309       -               Monthly 5 days
UNC Investment Fund, LLC 65,119         -               Monthly 30 days

Total Hedge Funds 503,899       -               

Total Alternative Investments 568,410$     13,289$       

Alternative Investments as of June 30, 2011

 
(4) Temporarily and Permanently Restricted Net Assets 
 

Temporarily restricted net assets at June 30, 2012 and 2011 are available for the following purposes: 
 

2012 2011

Scholarships 221,262$      262,711$      
Library and other purposes 37,660         42,819         

Total 258,922$     305,530$     
 

Permanently restricted net assets at June 30, 2012 and 2011, are restricted to investment in perpetuity, 
the income from which is expendable to support: 

2012 2011

Scholarships 430,784$     396,654$     
 

Net assets released from donor restrictions, by incurring expenses satisfying the restricted purposes or 
by the passage of time, are reported in the Statements of Activities for 2012 and 2011 respectively, as 
follows: 

2012 2011

Scholarships 43,789$        38,529$        
Library and other purposes 237             3,083          

Total 44,026$       41,612$       
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(4) Temporarily and Permanently Restricted Net Assets (Continued) 
 
The fair value of certain donor-restricted endowment funds was less than the level required by donor 
stipulation as of June 30, 2010.  These endowment funds recognized fair value recoveries during the 
year ended June 30, 2011 in the amount of $13,349, which is reported as an increase in unrestricted 
net assets as of June 30, 2011.  There were no underwater endowments as of June 30, 2012 or 2011. 

 
(5) Endowments 
 

The Association follows the guidance found in ASC 958-205 (FASB Staff Position No. FAS 117-1) 
(FSP), Endowments of Not-for-Profit Organizations: Net Asset Classification of Funds Subject to an 
Enacted Version of the Uniform Prudent Management of Institutional Funds Act, and Enhanced 
Disclosures of All Endowment Funds.  A key component of the FSP is a requirement to classify the 
portion of a donor-restricted endowment fund that is not classified as permanently restricted net assets 
as temporarily restricted net assets until appropriated for expenditure.  Another key component of the 
FSP is a requirement for expanded disclosures for all endowment funds. 

The Association’s endowment consists of eight individual funds established for scholarships.  
Endowments include donor-restricted endowment funds.  As required by generally accepted 
accounting principles, net assets associated with endowment funds, including funds designated by the 
Board to function as endowments, are classified and reported based on the existence of donor-
imposed restrictions. 
 
Interpretation of Relevant Law 

The Association’s management has interpreted the Uniform Prudent Management of Institutional 
Funds Act (“UPMIFA”) as requiring the preservation of the fair value of the original gift as of the gift 
date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary.  As a 
result of this interpretation, the Board classifies as permanently restricted net assets (a) the original 
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the 
permanent endowment, and (c) accumulations to the permanent endowment made in accordance with 
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.  
The remaining portion of the donor-restricted endowment fund that is not classified in permanently 
restricted net assets is classified as temporarily restricted net assets until those amounts are 
appropriated for expenditure, by the Association, in a manner consistent with the standard of 
prudence prescribed by UPMIFA.  In accordance with UPMIFA, the Association considers the 
following factors in making a determination to appropriate or accumulate donor-restricted endowment 
funds: 

(1) The duration and preservation of the fund; 
(2) The purposes of the organization and the donor-restricted endowment fund; 
(3) General economic conditions; 
(4) The possible effect of inflation and deflation; 
(5) The expected total return from income and the application of investments; 
(6) Other resources of the institution; and 
(7) The investment policies of the organization. 
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(5) Endowments (Continued) 
 

Return Objectives and Risk Parameters 

The Association has adopted investment and spending policies for endowment assets that attempt to 
provide a predictable stream of funding to programs supported by its endowments while seeking to 
maintain the purchasing power of the endowment assets.  Endowment assets include those assets of 
donor-restricted funds that the Association must hold in perpetuity.  Under this policy, as approved by 
the Association’s Board of Directors, the endowment assets are invested in a manner that is intended 
to produce results that exceed the rate of inflation as measured by the annual Consumer Price Index 
plus the annual spending distribution and fees as adopted by the Board.  Actual returns in any given 
year may vary from this amount. 

Strategies Employed for Achieving Objectives 

To satisfy its long-term rate of return objectives, the Association relies on a total return strategy in 
which investment returns are achieved through both capital appreciation (realized and unrealized) and 
current yield (interest and dividends).  The Association targets a diversified asset allocation that 
places a greater emphasis on equity-based and alternative investments to achieve its long-term return 
objectives within prudent risk constraints. 

Spending Policy and How the Investment Objectives Relate to Spending Policy 

The Association follows the ECU Foundation’s policy of appropriating for distribution each year a 
percentage of its year-end endowment fund’s twelve-month weighted average balance prior to the 
addition of the current year investment return.  For the years ended June 30, 2012 and 2011 the 
appropriation amounts were 4.0%. In establishing this policy, the Association considered the long-
term expected return on its endowment. 

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

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted funds -$           117,260$     430,784$     548,044$    

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted funds -$           137,635$     396,654$     534,289$    

2012

2011
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(5) Endowments (Continued) 
 

Changes in endowment net assets for the fiscal years ended June 30:  
 

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment net assets, beginning of year -$                 137,635$          396,654$          534,289$         

Investment loss (including realized gains) -                   (9,492)              -                   (9,492)             

Contributions -                   -                   9,803                9,803               
Appropriation of endowment expenditure -                   (6,800)              -                   (6,800)             
Special events and other changes -                   (4,083)              24,327              20,244             

Endowment net assets, end of year -$                 117,260$          430,784$          548,044$         

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment net assets, beginning of year (13,349)$          77,087$            390,646$          454,384$         

Net asset reclassification, due to realized

and unrealized gains in endowment
funds with prior year deficits 13,349             (13,349)            -                   -                  

Endowment net assets, after
reclassification -                   63,738              390,646            454,384           

Investment income (including realized gains) -                   97,105              -                   97,105             
Contributions -                   -                   6,008                6,008               

Appropriation of endowment expenditure -                   (6,000)              -                   (6,000)             
Other changes -                   (17,208)            -                   (17,208)           

Endowment net assets, end of year -$                 137,635$          396,654$          534,289$         

2012

2011

 
(6) Related Party Transactions 

East Carolina University 
 
The University provides certain support such as accounting, fundraising, general administrative 
services, and the use of facilities and equipment for the benefit of the Association.  These contributed 
services and facilities have been recognized in the accompanying Statements of Activities as 
contributions and expenses at their estimated value.  The amount of these contributed services and 
facilities for the year was $742,361 and $716,505 in 2012 and 2011, respectively. 
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(6) Related Party Transactions (Continued) 

East Carolina University Foundation, Inc. 
 
The ECU Foundation provided funds to support the Association’s student membership project.  This 
support was in the amount of $15,000 and $10,000 in 2012 and 2011, respectively. 
 

(7) Concentration of Credit Risk 
 

State of North Carolina Short-Term Investment Fund (STIF Account) 
 
The Association deposits funds into the State of North Carolina Short-Term Investment Fund (“STIF 
Account”) that is managed by the North Carolina State Treasurer. This portfolio fund is the primary 
cash management account for the State and is managed to allow funds to be readily convertible in 
cash. The North Carolina Administrative Code requires depositories to collateralize all balances that 
are not insured and must maintain specified security types in a third-party escrow account designated 
by the State Treasurer. The securities collateral must be governmental in origin or the highest grade 
commercial paper and bankers’ acceptances. The market value of the collateral must not be less than 
the value of the uninsured deposits; therefore, as of June 30, 2012 and 2011, the Association’s STIF 
account deposits would not be exposed to custodial credit risk. 
 
Investment Brokerage Accounts 
 
The Securities Investor Protection Corporation (SIPC) insures investments with registered brokers up 
to $500,000; $100,000 of which may be cash.  Insurance protects assets held in the case of broker-
dealer insolvency and not against decline in market values. The ECU Foundation’s total investment 
pool, in which the Association participates, exceeds the SIPC insurance amount. 

 
(8) Subsequent Events 
 

Management evaluated subsequent events through October 16, 2012, the date the financial statements 
were available to be issued.  Events or transactions occurring after June 30, 2012, but prior to October 
16, 2012 that provided additional evidence about conditions that existed at June 30, 2012, have been 
recognized in the financial statements for the year ended June 30, 2012.  Events or transactions that 
provided evidence about conditions that did not exist at June 30, 2012 but arose before the financial 
statements were available to be issued have not been recognized in the financial statements for the 
year ended June 30, 2012. 


