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IHIS FOUNDATION HAS ONE DESIRE, ONE DESTINY...

TO BE THE BEST PARTNER IT CAN POSSIBLY BE TO

THE UNIVERSITY OF COLORADO. WE DO THIS WITH FISCAL

STRENGTH, WITH MANAGEMENT AND FINANCIAL INNOVATION

AND WITH THE HUMAN CONNECTION. WE TAKE OUR

STEWARDSHIP VERY SERIOUSLY — TO CREATE BONDS OF

PARTNERSHIP THAT WILL ENDURE AND THRIVE.



John E. DeLauro, M.D., Chair, Board of Trustees (left)

and Michael M. Byram, President and CEO

MESSAGE from the CU FOUNDATION CHAIRMAN and the PRESIDENT and CEO

For the University of Colorado Foundation, the past year has been one of defining moments.
It was a time to celebrate a tremendous achievement and a time of necessary transformation.
Each, in its own way, has helped us define our purpose and potential, and set our course

for the future.

June 2003 brought the culmination of the billion-dollar Beyond Boundaries Campaign for
Colorado. This seven-year capital campaign was our most ambitious to date, and with its
successful completion, we became one of only eleven public institutions of higher education
at that time to complete a campaign of this magnitude. We thank you, our donors, for your
unwavering support. In a difficult economic environment, you continue to recognize the
importance of higher education to our state and nation and, specifically, to place your trust

and continued support in the excellence of the University of Colorado.

Yet with this pinnacle of achievement came a need for reevaluation and change precipitated
by the economic downturn of the last several years. With Foundation operations funded

by several sources — the University of Colorado, through a development services agreement;



The chimes resounding from the clock tower at El Pomar Center at CU-Colorado Springs call students

like Rebecca Mendelson to the work and study they love. Once they arrive at El Pomar Center, they are
greeted by a multimedia lab, a TV production studio, and more than 180 computer terminals.

The Center and the newly remodeled Kraemer Family Library within the Center were made possible by a
partnership among El Pomar Foundation, the University of Colorado Foundation, the Colorado
Legislature, and the University. Soon after its opening, Rebecca, a mechanical engineering major, found
herself using the facilities on a daily basis. “l use El Pomar Center as a home base for my
study groups,” said Rebecca. “It's conducive for studying because it provides computers, a comfortable

atmosphere, quiet places to study, as well as being centrally located on campus.”

short-term interest earned on current gift and endowment account balances; and management
tees on the Foundation’s long-term investment pool — we were faced with difficult decisions
when investment revenue dropped sharply. Our proposed budget for fiscal year 2004
indicated a 25 percent shortfall in operating funds, forcing us to reorganize and reduce our

staff and expenses by a comparable amount.

As difficult as this process was, it has not affected our fund-raising mission nor our ability to
manage funds effectively. By using our reduced resources prudently and being innovative
in our ways of doing business, we have not only sustained our core operations but in some
operational areas — such as information technology, gift processing and our annual giving
program — we have seen significant improvements and efficiencies. We will continue to
explore means to improve our internal processes and cost efficiencies. In the area of fund
raising, our principal emphasis is directed towards major-gift fund raising and the management

and stewardship of your gifts.

Although we function as an independent entity from the University, we are, in fact, its close

partner and ally. In this collaborative role, we celebrated the opening of the newest phase of



A classic film is that rare gem. Whether independent, foreign, experimental, or documentary, the Starz

FilmCenter at CU-Denver is dedicated to bringing these rare gems into the spotlight. Now in its third year,
the Starz FilmCenter started with a gift from the Anna and John J. Sie Foundation and the Starz Encore
Group. According to John Sie, Starz Encore Group Chairman, CEO and founder, “Our vision is to create a

center in Denver that would rival those on the two coasts as a place where students and filmmakers
can develop their skills. We also wanted to enable area citizens to be able to view films that might not
otherwise be shown in Denver.” A group of seventh-graders recently watched Charlie Chaplin’s
silent classic, City Lights, at the Starz FilmCenter. Although unaccustomed to silent movies, they cheered

enthusiastically. Such a gem holds its timeless appeal.

Williams Village - Bear Creek apartments in August 2003, a student residential complex on
the Boulder campus for non-freshmen made possible with a Foundation-backed $69 million
bond issuance. We also facilitated the addition of a new building for the CU-Colorado
Springs campus by purchasing, renovating, and later selling to the University a building
that now provides much-needed academic space for the Beth-El College of Nursing and

Health Sciences and other programs.

In yet another example of our collaboration with the University, the Foundation expanded
its support for the Faculty Housing Assistance Program on all four campuses from $2 million
to $7 million. The $5 million increase is the result of a unique partnership between the
Foundation and the U of C Federal Credit Union in which the Foundation guarantees low-
interest loans to faculty, thus providing a means of recruiting and retaining top faculty at

CU and ensuring that our students are taught by outstanding educators.

In 2003-04, the Foundation will increase the level of funding it transfers annually to the

University by eliminating the five percent fee that has historically been applied to gifts
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to support the operations of the Foundation in its fund-raising mission. In this past fiscal
year we transferred more than $76 million to the University, representing more than 11

percent of our asset base.

As we move forward, we remain strong and aggressively committed to being a responsive
partner with the University and a trusted steward for the thousands of donors who give

their financial support to make a difference at CU.

We extend our sincere thanks to our volunteer leadership and all of you who know and

support the University’s vision of sustaining a culture of excellence in higher education.

/M A i s,
John E. DeLauro, M.D.

CHAIR, BOARD OF TRUSTEES PrESIDENT AND CEO
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Elizabeth Hoffiman, Ph.D.

President, University of Colorado System

MESSAGE from the UNIVERSITY of COLORADO PRESIDENT

The University of Colorado will remember 2003 as a year of unprecedented challenges.
Our accomplishments, during what many consider one of the worst economic years in

Colorado’s history, testify to what dedication, innovation, and entrepreneurial partnerships

can achieve.

In 1921, George Norlin, one of CU’s most formidable presidents, wrote to alumni,
“It 1s well for you to know that the University... cannot continue its present
standards without greater support.” Much of what Norlin said holds true today.
With the inspirational support of our donors and volunteers, in partnership with the entire
University community, we celebrated the completion of our Beyond Boundaries billion-
dollar campaign. This milestone placed CU among eleven other public research institutions
at that time. More than 150,000 donors from all 50 states and 48 countries shared their
generosity. Private gifts are providing countless CU students a better education through

new programs, buildings, scholarships, and faculty fellowships.



Jazmin Chavez knows the value of dreams. Her family emigrated from Juarez, Mexico, with the dream of

becoming U.S. citizens and of having their daughter graduate from college. This year the Chavez family will
watch Jazmin graduate with a record of outstanding academic and social achievement at CU.

Jazmin is the recipient of the CU President’'s Leadership Class Scholarship and the Rothberg-LEAD
Scholarship in the Minority Arts and Sciences Program. For Jazmin, these scholarships not only
allowed her to attend college but fostered in her a desire to help others build better lives. "l know how hard
it is to struggle as an immigrant in this country,” said Chavez. "I want to help others so their rights
are not violated and so that | can educate those who enter this country legally or illegally on what their rights

are and how they can become citizens. | want to stand up for those who are silenced.”

The Coleman Institute for Cognitive Disabilities was established with a commitment from
Bill and Claudia Coleman, whose generous gift at the time was the largest ever to a public
university. This year, the Institute plans to distribute $1.3 million in research funding to
CU faculty and their research partners, which is likely to be leveraged through federal

agency research grants.

The Leeds family’s vision and generosity endowed CU'’s first named academic unit — the
Leeds School of Business at the Boulder campus. Professional centers, including the Richard
M. Burridge Center for Securities Analysis and Valuation and the Robert H. and Beverly A.

Deming Center for Entrepreneurship, provide students a world-class business education.

Digital technology and the arts have gained new prominence at CU. El Pomar Center houses
a state-of-the-art television production studio, a multi-media lab, and the Kraemer Family
Library at the Colorado Springs campus. Starz Encore Group and the Anna and John Sie

Family Foundation created the Starz FilmCenter at the Tivoli on CU’s Denver campus.



Visionary gifts to the Health Sciences Center at Fitzsimons will greatly enhance CU'’s

contribution to health services and research. Investments from The Anschutz Foundation
and Mike and Suzy Leprino created the University of Colorado Hospital Anschutz Centers
tor Advanced Medicine — one of the most comprehensive patient care facilities in the
world. The Orthodontic Education Company’s generous commitment will help create
the Lazzara Center for Oral-Facial Health and will house the School of Dentistry’s new

specialty program in orthodontics.

Moreover, faculty excellence continues to comprise our greatest strength. CU and Harvard
University are the only two universities whose faculty have been awarded the MacArthur
Fellowship, or “genius grant,” four consecutive years. CU’s endowed chairs grew from 25
to 93 during the Beyond Boundaries campaign, including the Marsico Endowed Chairs in

Excellence honoring CU Nobel Laureates Carl Wieman and Eric Cornell.



One complex medical issue currently being researched at the CU-Health Sciences Center is peptides.

The process began 20 years ago when John Stewart, Ph.D., a professor in the Department of Biochemistry and
Molecular Genetics, discovered the link between the peptide bradykinin and pain. Dr. Stewart discovered
that by blocking the production of bradykinin, pain could also be blocked. These encouraging results spurred
Dr. Stewart to establish an endowed chair to continue peptide research at CU-Health Sciences Center.
In 2000, Robert Hodges, Ph.D. was recruited to hold the John Stewart Chair in Peptide Research. Today,
Dr. Hodges and his team have expanded the research into the relationship of peptides to SARS,
antibiotic resistance, and synthetic vaccines. “It's all about new discovery,” said Dr. Hodges. "Peptides

are key molecules to all of life's processes.”

Our strong ties with the University of Colorado Foundation and its willingness to be
innovative about financing the University’s priorities, have allowed remarkable capital
development progress, particularly on our Boulder and Colorado Springs campuses.
Your continued investment will ensure our legacy of extraordinary achievements at the

University of Colorado.

i ) Y
Ty Nfgp—
Elizz;beth Hoffman, Ph.D.

PRESIDENT, UNIVERSITY OF COLORADO SYSTEM
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BEYOND BOUNDARIES 1996 - 2003

Wth its goal of raising $1 billion over seven years for the University of Colorado, the
Beyond Boundaries campaign may have seemed rather ambitious. Few universities have
ever set their sights toward the $1 billion mark. Yet the Beyond Boundaries campaign
rose to the challenge — and promise — of its name. By the end of June 2003, the campaign
totaled $1.026 billion in gifts and pledges, proving that even in difficult economic times, a

tradition of philanthropy remains a vital force in CU’s life and future.

The fund-raising campaign started in 1996, and in February 2001 CU President Elizabeth
Hoffman launched a new campaign phase with the goal to reach $1 billion by the end
of 2003. CU is one of only 23 public and private universities involved in at least a billion

dollar campaign.

The Beyond Boundaries campaign built upon the success of the previous campaign, Frontier

2000, whose goal was to raise $200 million.

Interestingly, gifts of less than $100 contributed $5.7 million to the Beyond Boundaries campaign,
demonstrating the importance of these seemingly small gifts. The more than 150,000 donors represent

all 50 states and 48 countries, with Colorado donors contributing the highest dollar amounts.



Gift Commitments By Purpose Gift Commitments By Source

I other individuals

Endowments
Alumni

I Giftsin-kind
- Foundations

Buildings
- Other Organizations

Current
Corporations

“I have always believed that the University must set its sights high if it wants to be one of
the preeminent teaching and research universities in the nation,” said President Hoffman.
“Beyond Boundaries is an example of the University continuing to pursue its path toward

preeminence.”

Shortly after her appointment in 2000 as the 20™ president of the University, Hoffman and
her husband, Brian Binger, pledged $100,000 for student support across the four-campus
system. She became the latest CU president to carry on the tradition of giving. Former
CU presidents who donated to the University include Quigg Newton, William Baughn
and Judith Albino.

More than 99 percent of the gifts by donors and organizations are designated for specific
projects. For example, donors earmarked more than $100 million to fund student scholarships,
and additional dollars have been designated to support 68 new chairs and professorships.
Pledge commitments, which represent gifts to be paid in the future, make up 35 percent

of the campaign total.

11
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Because of private gifts, several projects that provide a tangible benefit to the communities

served by the four campuses came to fruition, including:

° The Anschutz Centers for Advanced Medicine, which include the Anschutz
Outpatient Pavilion, Anschutz Cancer Pavilion, and Anschutz Inpatient Pavilion
at the University of Colorado Hospital at Fitzsimons in Denver.

e Beth-El College of Nursing and Health Sciences building in Colorado Springs,
which is dedicated to addressing the critical nursing shortage.

° The system-wide Coleman Institute for Cognitive Disabilities, which helps people
with cognitive disabilities live more independent and fulfilling lives.

e The Discovery Learning Center in Boulder, which serves as a workspace
allowing professionals and students to work closely together and the award-
winning Integrated Teaching and Learning Laboratory, which provides team-based
learning for all undergraduate engineering students.

° The Rocky Mountain Lions Eye Institute at Fitzsimons in Denver, which serves
as a regional clinical care center for patients with diseases affecting vision.

° Starz FilmCenter at the Tivoli, which provides cultural opportunities to the
Denver community.

Reaching the $1 billion goal was an extraordinary accomplishment, yet the success is more
than just the final tally. As President Hoffman said, “In the end, it’s the people who matter
the most — those who give and those whose lives they touch. Countless students will receive
a better education because of the new scholarships, programs, and buildings created through

private gifts to CU.”

Each campaign provides a building block for the future. Beyond Boundaries will be a
launch pad for the next campaign, so CU can continue its mission of helping generations

of students build a brighter future.



UNIVERSITY OF COLORADO FOUNDATION

FINANCIAL HIGHLIGHTS

The management of the University of Colorado Foundation’s financial assets is a complex,
intricate and exacting process involving accounting, finance, stewardship and legal expertise.
In each of these areas, new standards are continually being forged as the complex issues
in the commercial world increasingly affect the way affairs are managed in the non-profit
sector. Staying abreast of these issues and holding true to traditional fiduciary values allows
the Foundation staft to most effectively serve the interests of our donors and to execute our

mission, to support and further the partnership with the University of Colorado.

Private Gifts — the lifeblood of the University

Across the United States, the formula for state funding of flagship educational institutions
1s under pressure. Over the past five years, state funding to the University of Colorado has
decreased from 15.6 percent of the University budget to 9.9 percent in FY 2004. This
trend continues to bring into sharpened profile the ever increasing need for private gifts to
support University strategic goals such as building infrastructure and increasing diversity
as well as the more traditional and pressing need to support academic programs, student
scholarships and faculty chairs. Gifts from private individuals, foundations and corporations
are received every year with the proportion to fund endowments making up about

one-third of all gifts.

What it’S all about - the Endowment University of Colorado Foundation Endowment Growth

400 7 (S in millions)

An endowment may be created with a gift of

$25,000 or more to the Foundation for the 300

250 1

benefit of the University. Earnings from the

200 A1
investment of these monies are distributed to 150

designated University programs according to b
50 1

donor wishes, whether that is to further the 0

'94 95 96 '97 '98 '99 '00 'O1 '02 '0O3

broad goals of the University or to be used by
a specific faculty department or by college program such as business, engineering or arts
and sciences. Gifts may also be designated by campus or left to the areas of greatest need as

set by the University president or campus chancellor.

13
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UNIVERSITY OF COLORADO FOUNDATION

Investment Performance — Enabling University growth and progress

Endowments are held primarily in the Long Term Investment Pool, a unitized investment
account operated much like a mutual fund. A seven-member volunteer investment committee
made up of experts in several investment areas and reporting to the Board of Directors
makes all investment decisions. The committee is supported by an independent investment
consultant and the Foundation staff. The prudent management and investment of this fund
ensures that the intended endowment benefits are delivered to programs specified by donors

over the long term.

Long Term Investment Portfolio Asset Allocation Long Term Investment Portfolio
(as of June 30, 2003) Annualized Performance

\
0.6%

Alternative Investments  [Jl] US. Equities
. U.S. Fixed Income . Cash Equivalents T 10vyear 5 year 3 year 1year

International equities . Policy Index . Investment Performance

The Foundation’s portfolio is diversified across a broad range of asset categories including
equities, both international and domestic, fixed income and the alternative asset category

as detailed in the pie chart.

Over the past ten years, investment return on the fund has been 9.5%, slightly ahead of most
peer group foundations in the $300 million to $1 billion asset class. The total assets in the

Foundation’s managed endowment accounts as of June 30, 2003 totaled $390 million.

Leveraging Financial Strength — Unique financial solutions to broaden University support
In the early part of 2002, the University asked the Foundation to assist in partnering to raise
$69 million in tax-exempt revenue bonds to construct the first new student residences on
campus since 1968. The Foundation’s investment grade credit rating was used to raise the
monies in late June 2002 and students moved into the apartment style residences 14 months

later, in time for the 2003 fall semester. The second phase is now complete and is being
oftered for fall 2004. In all, a total of 994 beds are included in the project.



UNIVERSITY OF COLORADO FOUNDATION

Another request, also created by cutbacks in state capital funding, led the Foundation to
purchase and renovate an 85,000 square foot building on a seven-acre lot, which has become
the new home of the Beth-El College of Nursing. Using its credit strength, the Foundation
acquired and renovated the building, making it available six months from the purchase date.
Within the year, the University was able to purchase the building from the Foundation and

it is now a core part of the Colorado Springs campus.

Several years ago, the University approached the
Annual Gifts And Income Transferred From Foundation asking for solutions to the high cost of
The Foundation to The University

o residential real estate in the state, a significant deterrent
o in recruiting new faculty. After making $2,000,000
available to a number of faculty applicants in an early
test market phase, the Foundation moved to expand
the program, involving a local federal credit union as

a partner with a unique backup guarantee structure.

The new phase of this program will allow University
recommended faculty members to receive an additional
$5,000,000 in mortgage assistance using credit union
systems and support, giving the University a unique marketing tool to recruit faculty to

the four campus system.

Partners in Funding — University contract support provides return on investment

The Foundation receives a fee from the Long Term Investment Pool that provides funding for
money management activities, stewardship, operating support and other fiduciary activities.
Campus based development activities are funded primarily by the four University campuses
under a fee for service contract. This funding from the University generates a return on
investment that exceeds 7:1 when compared to the current gifts raised by the Foundation for
the benefit of the University, earnings on endowments and other monies that are distributed

to the University annually by the Foundation.

15
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UNIVERSITY OF COLORADO FOUNDATION

INDEPENDENT AUDITORS’ REPORT

University of Colorado Foundation, The Board of Directors:

We have audited the accompanying consolidated balance sheet of the University of Colorado
Foundation (the Foundation) as of June 30, 2003, and the related consolidated statements of
activities and cash flows for the year then ended. These consolidated financial statements are
the responsibility of the Foundation’s management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audit. The prior year summarized
comparative information has been derived from the Foundation’s 2002 consolidated financial
statements, and, in our report dated September 19,2002, we expressed an unqualified opinion

on those consolidated financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit 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 audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of the University of Colorado Foundation as of June 30,
2003, and the changes in its net assets and its cash flows for the year then ended in conformity

with accounting principles generally accepted in the United States of America.

KPMe P

September 12,2003



UNIVERSITY OF COLORADO FOUNDATION

CONSOLIDATED BALANCE SHEETS June 30, 2003 and 2002

ASSETS 2003 2002
Cash and cash equivalents 9,066,297 3,608,720
Accounts receivable, net 503,085 364,755
Accrued interest and dividends receivable 131,269 79,974
Contributions receivable, net 71,640,361 81,501,329
Contributions receivable from charitable remainder trusts 8,152,594 7,110,452
Investments 516,223,720 502,208,166
Investments held by trustee 22,832,645 61,115,153
Assets held for transfer to the University - 7,335,500
Property and equipment, net 16,269,292 8,078,552
Construction-in-progress 46,116,776 6,416,994
Other assets 1,732,948 1,635,764
Total assets 692,668,987 679,455,359
LIABILITIES
Accounts payable and accrued liabilities 3,822,834 1,978,226
Deposits held for others 587,464 680,728
Line of credit 7,265,103 -
Funds held in trust for others 1,316,475 2,092,638
Liabilities under split-interest agreements 34,417,935 31,194,789
Custodial funds 56,749,056 56,112,834
Deferred revenue 1,923,000 2,122,487
Capital lease liability 6,580,174 6,828,327
Bonds payable, net 69,246,652 69,252,055
Total liabilities 181,908,693 170,262,084
Commitments and contingencies (notes 7, 8,9 and 12)
Unrestricted net assets 15,146,203 19,168,810
Temporarily restricted net assets 323,727,091 324,596,147
Permanently restricted net assets 171,887,000 165,428,318
Total net assets 510,760,294 509,193,275
Total liabilities and net assets 692,668,987 679,455,359

See accompanying notes to consolidated financial statements.
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UNIVERSITY OF COLORADO FOUNDATION

CONSOLIDATED STATEMENTS OF ACTIVITIES Years ended June 30, 2003 and 2002 (summarized)

2003
Temporarily ~ Permanently
Unrestricted restricted restricted Total 2002
net assets net assets net assets net assets  (summarized)
SUPPORT AND REVENUE:
Contributions $ 112,449 67,898,412 7,296,461 75,307,322 81,292,042
Net investment gain (loss) 9,548,248 6,456,090 110,376 16,114,714 (22,838,364)
University support 8,307,642 - - 8,307,642 8,886,382
Change in value of split-interest
agreements 56,590 (481,687) (1,696,649) (2,121,746) (2,515,321)
Boulder Alumni Association
revenue 3,541,247 - - 3,541,247 3,254,848
Other revenue 488,233 617,187 - 1,105,420 1,349,002
Net change in endowments
below Historical Gift Value
(HGV) (3,701,148) 3,701,148 - - -
Change in donor stipulations
and other (292,195) (408,431) 748,494 47,868 (2,781,341)
Net assets released
from purpose restrictions 78,651,775 (78,651,775) - - -
Total support and revenue 96,712,841 (869,056) 6,458,682 102,302,467 66,647,248
EXPENSES AND DISTRIBUTIONS:
Program services:
Gifts and income distributed
and applied 76,362,933 - - 76,362,933 67,195,539
Pledges distributed to CU
Real Estate Foundation 756,392 - - 756,392 -
Student housing 163,070 - - 163,070 -
Boulder Alumni Association 3,202,805 - - 3,202,805 3,157,054
Total program services 80,485,200 - - 80,485,200 70,352,593
Supporting services:
Restructuring 983,504 - - 983,504 -
Administrative 5,816,165 - - 5,816,165 5,821,573
Development 13,450,579 - - 13,450,579 12,938,500
Total supporting services 20,250,248 - - 20,250,248 18,760,073
Total expenses and
distributions 100,735,448 - - 100,735,448 89,112,666
Total change in net assets (4,022,607) (869,056) 6,458,682 1,567,019 (22,465,418)
Net assets, beginning of year 19,168,810 324,596,147 165,428,318 509,193,275 531,658,693
Net assets, end of year $ 15,146,203 323,727,091 171,887,000 510,760,294 509,193,275

See accompanying notes to consolidated financial statements.



UNIVERSITY OF COLORADO FOUNDATION

CONSOLIDATED STATEMENTS OF CASH FLOWS  Years ended June 30, 2003 and 2002

2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets 1,567,019 (22,465,418)
Adjustment to reconcile change in net assets to net cash used in
operating activities:
Depreciation expense 1,213,322 707,655
Equipment transferred to the University 7,335,500 —
Other changes in operating assets and liabilities:
Accounts receivable, net (138,330) 122,955
Accrued interest and dividends receivable (51,295) (5,059)
Contributions receivable, net (including contributions
from charitable remainder trusts) 8,818,826 8,841,497
Other assets (97,184) (47,306)
Accounts payable and accrued liabilities 1,844,608 (48,813)
Deposits held for others (93,264) 288,779
Funds held in trust for others (776,163) (298,553)
Liabilities under split-interest agreements 3,223,146 (3,236,489)
Custodial funds 636,222 (3,371,547)
Deferred revenue (199,487) (278,547)
Interest and dividends restricted for investment (7,144,230) (7,133,282)
Net realized and unrealized (gains) losses on investments (9,066,703) 27,805,269
Permanently restricted contributions (7,296,462) (11,491,417)
Net cash used in operating activities (224,481) (10,610,276)
CASH FLOWS FROM INVESTING ACTIVITIES:
Net purchases of investments (4,948,851) (5,076,649)

Payments for construction-in-progress

Payments for construction of assets
held for transfer to the University

Purchases of property and equipment

(39,705,185)

(9,404,062)

(6,416,994)
(1,186,795)

(2,314,465)

Net cash used in investing activities

(54,058,098)

(14,994,903)

CASH FLOWS FROM FINANCING ACTIVITIES:

Permanently restricted contributions 7,296,462 11,491,417
Interest and dividends restricted for investment 7,144,236 7,133,282
Proceeds from line of credit 7,265,103 —
Proceeds from bond issuance — 69,252,055
Payment of deferred bond issue costs — (1,440,233)
Change in investments held by trustee 38,282,508 (61,115,153)
Payments on capital lease liability (248,153) (187,251)
Net cash provided by financing activities 59,740,156 25,134,117
Net increase (decrease) in cash and cash equivalents 5,457,577 (471,062)
Cash and cash equivalents, beginning of year 3,608,720 4,079,782
Cash and cash equivalents, end of year 9,066,297 3,608,720
Cash paid for interest 2,291,701 —
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES:
Gift-in-kind contributions 9,214,014 8,006,001

See accompanying notes to consolidated financial statements.
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UNIVERSITY OF COLORADO FOUNDATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS June 30, 2003 and 2002

1 ‘ NATURE OF THE ORGANIZATION

The University of Colorado Foundation (the Foundation)
was incorporated in 1967 and is authorized by the Board
of Regents of the University of Colorado (the Regents) to
solicit, receive, hold, invest, and transfer funds for the benefit
of the University of Colorado (the University) and the
University of Colorado Hospital Authority (the Hospital).
The Foundation receives revenue from the University pursuant
to an Agreement for Development Services between the
Regents and the Foundation that is renewed annually.

The Alumni Association of the University of Colorado at
Boulder (Boulder Alumni Association) is a division of the
Foundation. The Boulder Alumni Association connects
alumni, students, friends, and all members of the University
community to each other and to the University through
activities and programs that stimulate interest, loyalty, and
support for the University.

In June 2002, the Foundation established Bear Creek I,
LLC (Bear Creek), a Colorado limited liability company,
whose sole member is the Foundation. Bear Creek was
established for the purpose of financing and developing a
student housing facility and related facilities on land located
at the University’s Williams Village property in Boulder,
Colorado (see note 7).

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

(a) Principles of Consolidation and Basis of Presentation

The accompanying consolidated financial statements
reflect the consolidated results of the Foundation, Bear
Creek, Cragwood 3955, LLC (Cragwood), CUFA, Inc.,
CU Foundation Holdings, Inc., and the CU Foundation
Charitable Gift Fund. Collectively, these consolidated
entities are herein after referred to as “the Foundation” unless
otherwise noted. The consolidated financial statements
also include the results of the Boulder Alumni Association,
a division of the Foundation. All significant intercompany
transactions and accounts have been eliminated.

The net assets, support and revenue, program services, and
supporting services in the accompanying consolidated
financial statements are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net
assets of the Foundation and changes therein are classified
and reported as follows:

Unrestricted Net Assets — Net assets that are generally
not subject to donor-imposed restrictions.

Temporarily Restricted Net Assets — Net assets subject
to donor-imposed restrictions that may or will be met either
with actions of the Foundation and/or the passage of time.
When a restriction expires, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the
consolidated statements of activities as net assets released
from restrictions.

Permanently Restricted Net Assets — Net assets subject to
donor-imposed restrictions that are maintained permanently by
the Foundation. Generally, the donors of these assets permit
the Foundation to use all or part of the income earned on
related investments for specific or general purposes.

The consolidated financial statements include certain prior-
year summarized comparative information in total but
not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity
with accounting principles generally accepted in the United
States of America. Accordingly, such information should
be read in conjunction with the Foundation’s consolidated
financial statements for the year ended June 30, 2002, from
which the summarized information was derived.

(b) Use of Estimates

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 affect the reported amounts of assets
and liabilities at the date of the financial statements and
the reported amounts of support, revenue, expenses, and
distributions during the reporting period. Actual results
could differ from those estimates.

() Tax-Exempt Status

The Foundation is a not-for-profit corporation as described
in Section 501(c)(3) of the Internal Revenue Code (the
Code) and is exempt from federal income taxes on related
income pursuant to Section 501(a) of the Code. Certain
of the Foundation’s subsidiaries, including Bear Creek and
Cragwood, are single-member limited liability companies,
which are disregarded entities for federal income tax purposes.
In addition, CUFA, Inc. is a Subchapter S Corporation for
which the Foundation is the sole shareholder. No significant
tax liability is generated by CUFA, Inc.

(d) Cash Flow Information

For purposes of the consolidated statements of cash flows,
cash and cash equivalents include money market accounts
and investments purchased with original maturities of less
than three months. Also, for the purposes of the consolidated
statements of cash lows, gifts-in-kind include contributions
of personal and other property which are distributed to the
University. Gifts of stock and real estate are generally sold
upon receipt and are included in operating cash flows.
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(e) Contributions

Contributions are recognized when the donor makes an
unconditional promise to give to the Foundation, the
University, or its affiliates. Contributions received on behalf
of the University or its affiliated entities are recorded as
contributions in the consolidated statements of activities.
Donor-restricted contributions are reported as increases in
temporarily or permanently restricted net assets depending
on the nature of the restrictions. When a restriction expires,
temporarily restricted net assets are released from restriction
and are reclassified to unrestricted net assets.

The Foundation uses the allowance method to determine
the uncollectible portion of unconditional contributions
receivable. The allowance is based on management’s analysis
of the historical collectibility of contributions pledged to
the Foundation. These promises to give are recorded at the
net present value of the expected future cash flows using a
risk-free interest rate.

During previous fiscal years, the Foundation recorded
contributions receivable from a single donor totaling $55
million that is expected to be received over a five-year
period. To date, the Foundation has collected $26 million
of this pledge. The remaining balance of $29 million
comprises approximately 33% of contributions receivable
at June 30, 2003.

The Foundation also has a contribution receivable from another
donor that comprises approximately 7% of contributions
receivable at June 30, 2003.

During fiscal year 2001, a donor made a pledge to contribute
$250 million in support of a center for cognitive disabilities
at the University. The Foundation has recorded gift revenue
of $10 million in fiscal year 2001 from payments received
from the donor in connection with this pledge. However,
additional contributions will be made to a separate not-for-
profit organization established by the donors (the Coleman
Colorado Foundation). No amounts were received by the
Foundation in fiscal year 2003. Accordingly, the Foundation
has not recognized any contributions receivable in connection

with this pledge.
() Donated Property

The Foundation reports gifts of land, buildings, and equipment
as unrestricted support unless restricted by the donor.
Donated property is recorded at fair value at the date of
donation. Assets donated with explicit restrictions regarding
their use and contributions of cash that must be used to
acquire property and equipment are reported as restricted
contributions. Absent donor stipulations regarding how
long those assets must be maintained, the Foundation
reports expirations of donor restrictions when the donated
or acquired assets are placed in service as instructed by the
donor. The Foundation reclassifies temporarily restricted
net assets to unrestricted net assets at that time.

(¢) Investments

Investments are comprised of marketable securities, interest in
private equity partnerships, real estate, and other miscellaneous
items. All investments are stated at fair value based upon
quoted market prices, professional appraisals, and other
readily determinable information. Unrealized gains and

losses are included in the consolidated statements of activities.

Restricted gains and investment income are generally reported
as increases to temporarily restricted investment income
and upon expiration of the restrictions are reclassified to
unrestricted investment income.

(h) Investments Held by Trustee

Investments held by trustee represent funds received in
connection with a bond issuance by Bear Creek as discussed
in note 7.

(i) Assets Held for Transfer to the University

Assets held for transfer to the University represents costs
incurred to develop a visualization center on the Boulder
campus. A donor contributed equipment as well as cash

for the development and ongoing operations of this center.

The Foundation transferred these assets to the University
in fiscal 2003.

(i) Property and Equipment

All property and equipment are stated at cost, or fair value
if donated, and depreciated over the following estimated
useful lives using the straight-line method:

Estimated useful lives

Furniture, fixtures, equipment, and other 3-7 years
Building and leasehold improvements 5-30 years
Building 15-30 years

Expenditures for maintenance, repairs, and minor replacements
are charged to operations, and expenditures for major
replacements and betterments in excess of $5,000 are
capitalized.

(k) Construction-in-Progress

Construction-in-progress represents costs incurred in
connection with construction of a student housing residence
for the Boulder Campus of the University of Colorado
(see note 7).
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(1) Other Assets

Other assets consist primarily of deferred bond issuance costs.

During fiscal 2002, the Foundation capitalized approximately
$1.4 million of direct costs incurred in connection with the
issuance of the Student Housing Revenue Bonds (see note
7). These costs are being amortized as additional interest
expense over the term of the bonds.

(m) Split-Interest Agreements

The Foundation has beneficial interests in various split-interest
agreements which include gift annuities, charitable remainder
annuity trusts and unitrusts, and a pooled income fund. The
Foundation typically serves as trustee, although certain trusts
are administered by outside trustees. For trusts administered
by the Foundation, specified earnings are typically paid to
a named beneficiary. After termination of the trusts, the
assets revert to the Foundation to create an endowment to
support University activities or to be temporarily restricted
for other purposes at the University. Assets received under
such agreements are typically marketable equity and fixed
income securities, are recorded at their market value, and are
included in investments in the accompanying consolidated
balance sheets. The estimated net present value of the
obligation to named beneficiaries is recorded as a liability
under split-interest agreements. A risk-free rate, 3.7% and
5.8% at June 30, 2003 and 2002, respectively, obtained
using U.S. Treasury bonds at the date of the gift, was used
in conjunction with actuarially determined life expectancies
to calculate present values. The excess of the fair value of
assets received in excess of the obligation is recognized as
contribution revenue at the date of the gift. Changes in the
value of the investments are combined with the changes in
the estimated liability and are recorded in the consolidated
statements of activities.

In cases where a split-interest agreement is administered by
an outside trustee, the Foundation records the estimated fair
value of future cash flows from the trust as a contribution
receivable from charitable remainder trusts at the point
at which the Foundation becomes aware of its interest in
the trust.

Under certain circumstances, the Foundation accepts and
manages trust funds for which the Foundation or University
has beneficial interest but is not the sole beneficiary of the trust.
Funds received for which the Foundation or the University
is not the ultimate beneficiary are included in funds held in
trust for others in the accompanying consolidated balance
sheets and are not included in contributions revenue to
the Foundation.

(n) Custodial Funds

Custodial funds consists of funds held by the Foundation for
endowments legally owned by other entities. These amounts
are reflected as liabilities in the accompanying consolidated
balance sheets. The University has endowments held by the
Foundation totaling $55,068,549 and $56,112,834 at June
30,2003 and 2002, respectively.

(0) Deferred Revenue

Deferred revenue consists primarily of unearned royalties
associated with an agreement between a financial institution
and the Boulder Alumni Association which runs through
April 2005. Royalties from this agreement are recognized
ratably over the term of the agreement.

The Foundation also defers alumni membership dues, which
are recognized as revenue ratably over the term of the related
membership period.

(p) FairValue of Financial Instruments

Cash, receivables, accounts payable, accrued liabilities, and
deferred revenue, as reflected in the consolidated financial
statements, approximate fair value due to the short-term
nature of those instruments. Contributions receivable and the
liabilities associated with split-interest agreements are recorded
at the net estimated present value, which approximates the
fair value for those instruments. University custodial funds
are recorded at fair value. The fair value of the Foundation’s
investments is estimated based on quoted market prices or
other third-party information for those investments, and is
disclosed in note 4.

(q9) Functional Allocation of Expenses

The costs of providing the various programs and activities have
been summarized on a functional basis in the consolidated
statements of activities. Accordingly, certain costs have
been allocated among the program and supporting services

benefited.
(r) Boulder Alumni Association

Boulder Alumni Association revenue consists primarily of
alumni membership dues, royalties from an agreement with
a financial institution, financial support from the University,
and fees charged for events.
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(s) Net Changes to Endowments Less Than Historical

Gift Value (HGV)

In the absence of donor stipulations or law to the contrary,
Statement of Financial Accounting Standards No. 124, Accounting
for Certain Investments Held by Not-for-Profit Organizations,
states that depreciation in the value of investments of a
donor-restricted endowment fund shall reduce temporarily
restricted net assets to the extent there is net appreciation
on related funds with donor-imposed temporary restrictions.
Any remaining depreciation in excess of amounts classified
as temporarily restricted shall reduce unrestricted net assets.
The cumulative depreciation on the investments of donor-
restricted endowment funds was $3,701,148 at June 30,
2003. The depreciation of these investments during the year
ended June 30,2003, in the amount of $3,701,148, is shown
separately on the consolidated statement of activities.

(t) Pledges Distributed to the University of Colorado
Real Estate Foundation

In 1996, the University of Colorado Real Estate Council
(the Council) was created as a division of the Foundation
to provide resources for the development of a real estate
curriculum at the University as well as to advise the Foundation
in real estate holdings, research park development, potential
investments, and real estate gifts to the University. In August
2002, the University of Colorado Real Estate Foundation
(R.E. Foundation), a tax-exempt organization described
in Section a 501(c)(3) of the Internal Revenue Code, was
incorporated to support the University, and more specifically,
to receive, hold, invest, and administer real and personal
property, borrow money, and to make expenditures to or for
the University. With the incorporation of this new entity, the
board of directors of the Council approved the dissolution
of the Council’s status as a division of the Foundation and
authorized the transfer of the Council’s ongoing activities,
operations, and applicable funds and other assets to the
R.E. Foundation. During 2003, $756,392 of pledges was
distributed to the R.E. Foundation and is shown separately
in the consolidated statement of activities.

(n) Restructuring Expenses

In June 2003, the Foundation completed a restructuring and
downsizing of its operations. The resulting costs associated
with this restructuring include severance payments as well
as costs for outplacement services. This expense is shown
separately in the consolidated statement of activities.

(v) Development Expenses

Development expenses include fund-raising costs and other
activities involved in soliciting contributions from individuals,
corporations, foundations, and others.

3 ’ CONTRIBUTIONS RECEIVABLE

Contributions receivable, net of allowance for uncollectible
pledges and unamortized discount, are summarized as follows
as of June 30,2003 and 2002:

2003 2002

Unconditional promises to give $ 88,819,012 99,407,976
Less allowance for uncollectible

contributions receivable (11,989,280) (11,707,247)

Less unamortized discount (5,189,371) (6,199,400)

Net contributions receivable $ 71,640,361 81,501,329

Discount rates ranged from 0.89% to 5.58% for outstanding
contributions receivable.

Scheduled payments of contributions receivable are as
follows at June 30, 2003:

Amounts due in:

Less than one year $ 14,011,631
One to five years 49,620,638
More than five years 8,008,092

Total $ 71,640,361

4 INVESTMENTS

The Foundation’s investment portfolio consists of investments
classitied as equities, fixed income, and alternative investments.
The liquidity of each asset class ranges from less than one
month to greater than one year. The alternative investments’
accumulated unrealized gain is $4,438,527 at June 30,
2003.
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The following details each major category of investments
and the related fair value as of June 30, 2003 and 2002:

5 ’ SPLIT-INTEREST AGREEMENTS

Assets held under split-interest agreements are included in
investments and consisted of the following as of June 30,

2003 2002

Equities:
Domestic $ 206,977,596 200,052,652
International 72,469,199 70,235,773

Fixed income

72,026,408

89,423,963

Alternative:
Real estate 21,276,087 25,788,652
Private equity 46,931,390 27,111,702
Hedge funds 22,629,218 21,438,080
Absolute return fund 46,919,446 42,502,840
Venture capital 6,238,540 8,830,379
Oil and gas 13,948,723 9,991,363
Other 6,807,113 6,832,762
Total investments $ 516,223,720 502,208,166

2003 and 2002:

2003 2002
E;r;et:;:l interests in perpetual trusts held § 6,687.046 5.001.268
Charitable unitrusts and other life income 37,509,286 38,954,163
Charitable annuity trusts 5,756,036 5,969,066
Charitable gift annuities 559,966 556,354
Pooled income funds 480,102 460,897

Total trust funds held by the Foundation

44,305,390

45,940,480

As of June 30, 2003, the Foundation was obligated to fund
an additional $61.05 million in future alternative investment
commitments.

Net investment gain for the year ended June 30, 2003
consisted of the following:

Temporarily ~ Permanently

Unrestricted restricted restricted Total
Net realized
losses $ (5,120,246) (707,482) (58,823)  (5,886,551)
Net change
in unrealized
gains 13,571,126 1,222,743 159,385 14,953,254
Interest,
dividends,
and other
income 1,374,679 7,132,181 12,055 8,518,915
Investment
management
and custodial
fees (277,311)  (1,191,352) (2,241)  (1,470,904)

$ 9,548,248 6,456,090 110,376 16,114,714

Net investment loss for the year ended June 30, 2002
consisted of the following:

Assets held under split-interest agreements $ 50,992,436 50,941,748

For the years ended June 30, 2003 and 2002, approximately
$180,000 and $2,692,000, respectively, was included in
temporarily and permanently restricted contributions revenue
relating to new split-interest agreements.

6 PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of

June 30,2003 and 2002:

2003 2002

Land, building, and improvements $ 15,035,032 6,450,952
Furniture and fixtures 1,144,776 1,144,776
Equipment and other 3,773,202 3,207,561
19,953,010 10,803,289

Less accumulated depreciation (3,683,718) (2,724,737)
Net property and equipment $ 16,269,292 8,078,552

Temporarily ~ Permanently

Unrestricted restricted restricted Total
Net realized
losses $ (95,002 (1,363,801) (1,704)  (1,460,507)
Net change
in unrealized
losses (2,188,477)  (26,397,464) (42,300)  (28,628,241)
Interest,
dividends,
and other
income 1,580,350 7,108,064 25,218 8,713,632
Investment
management
and custodial
fees (298,566)  (1,162,994) (1.688)  (1,463,248)

$ (1001,695)  (21,816,195) (20,474)  (22,838,364)

Land, building, and improvements increased in 2003 with
the purchase of and improvements to an office building
in Colorado Springs, Colorado. Total costs related to this
project were $8.2 million. See notes 8 and 13.
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7 STUDENT HOUSING
REVENUE BONDS

In June 2002, the Colorado Educational and Cultural
Facilities Authority (the Authority) issued $69,090,000
of Series 2002 Student Housing Revenue Bonds (the
Bonds). The Authority then loaned the proceeds of the
Bonds to Bear Creek. The proceeds of the Bonds are
being used (i) to finance the costs of the construction,
equipping, and furnishing of a student housing facility
and related facilities on land located at the University’s
Williams Village property in Boulder, Colorado and leased,
or,in the case of certain property, licensed to Bear Creek
pursuant to the terms of a Ground Lease dated as of June
1, 2002, (i1) to finance the construction and equipping
of'a portion of a community center, (iii) to fund interest
during the construction period, and (iv) to pay costs of
issuance. The Bonds were issued at a premium of $162,055,
which will be amortized as additional interest expense
over the term of the Bonds.

The Bonds are special limited obligations of the Authority
and are payable solely from 1) revenue payable under
the Loan Agreement dated as of June 1,2002 (the Loan
Agreement), between the Authority and Bear Creek,
including certain Net Pledged Revenues, as defined, as
evidenced by a separate promissory note dated the date
of issuance of the Bonds, 2) funds held by the trustee
of the Bonds pursuant to the loan agreement, and 3) in
certain events, monies derived under a Commitment of
Support entered into by and between the Foundation and
the Authority and assigned to the trustee of the Bonds.
The Foundation entered into a Commitment of Support
with the Authority pursuant to which the Foundation
agrees that as long as any of the Bonds are outstanding,
it will contribute such amount as may be necessary to
make up any deficiency in the Bond Fund on the business
day preceding any date on which a payment is due on
the Bonds. The Loan Agreement and other agreements
contain certain financial and nonfinancial covenants,
the most restrictive of which involves the generation of
revenue in each fiscal year that the student housing facility
is in operation in an amount at least equal to 120% of
the actual annual debt service.

The Bonds are 30-year serial bonds maturing on July 1,2032,
and are subject to optional, mandatory, and extraordinary
redemption prior to the stated maturity. Payment of the
principal and interest on the Bonds when due is insured
by a financial guaranty insurance policy. The Bonds bear
interest at rates ranging from 2.50% to 5.375%. Interest is
due semiannually on each January 1 and July 1, commencing
January 1, 2003. Principal is due annually on each July 1,
commencing July 1,2005. At June 30,2003, $69,090,000 was
outstanding on the 2002 Bonds, excluding the unamortized
premium of $156,652.

As part of the issuance of the Bonds, the Foundation incurred
debt issuance costs of approximately $1,440,000, which
are being amortized over the term of the Bonds. These
amounts are included in other assets in the accompanying
consolidated balance sheets.

The following represents the mandatory principal redemptions

on the Bonds as of June 30, 2003:

Principal
repayments

Year ending June 30:

2006 $ 1,200,000
2007 1,000,000
2008 1,200,000
Thereafter 65,690,000

69,090,000
Plus premium on bonds payable 156,652
Net bonds payable $ 69,246,652

Funds from the issuance of the Bonds that have not been
expended are included in investments held by trustee. These
funds are reflected at fair value and are invested in overnight
repurchase agreements with a bank. Investments held by
trustee are as follows at June 30, 2003:

Construction Fund $ 16,306,884
Bond Fund 4,812,782
Community Center Fund 1,712,979

$ 22,832,645
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Bear Creek has entered into an agreement with the developer
to construct the student housing facility. The agreement
contains a maximum commitment of approximately
$59,800,000. The facility was partially completed in August
2003 and Bear Creek expects the facility to be fully completed
in August 2004. As of June 30, 2003, the Foundation has
incurred approximately $46,117,000 of costs in connection
with the construction of this project. These amounts are
included in construction-in-progress in the accompanying
consolidated balance sheets.

8 LINE OF CREDIT

In August 2002, the Foundation established a $10 million
line of credit with a bank and borrowed funds to facilitate
the purchase and improvement of an oftice building by the
Foundation’s wholly owned subsidiary, Cragwood. The line
of credit bears interest at a variable rate of prime minus 1%.
Subsequent to year-end, the balance of borrowed funds was
paid off (see note 13 — Subsequent Events).

Q | LEASE OBLIGATIONS

(a) Capital Lease

Effective October 1, 1999, the Foundation entered into
an agreement to lease the building in which it operates at
Walnut Street in Boulder, Colorado. Under terms of the
lease, payments of $54,750 are to be paid monthly through
September 2014 subject to an annual CPI adjustment.
Interest on the capital lease liability is imputed at 7.5%
annually. The Foundation is also responsible for its share
of the total costs incurred for operation, maintenance,
and repair of the common areas as the sole tenant. In
addition, the lessor has promised to make a nonreciprocal

transfer of the building to the Foundation on or before
September 2014, and accordingly, as of June 30, 2003
and 2002, the Foundation has recognized a contribution
receivable equal to the fair value of this promise to give
less the premium paid (the excess of the present value of
the future minimum lease payments over the estimated fair
value of the building at the inception of the lease) under
this lease agreement.

Future payments and interest are due under the capital
lease as follows:

Total minimum lease payments required $ 10,027,419
Less amount representing interest (3,447,245)
Present value of minimum lease payments $ 6,580,174
Year ending June 30:
2004 $ 742,729
2005 768,724
2006 795,630
2007 823,477
2008 852,299
Thereafter 6,044,560
$ 10,027,419

The net book value of property and equipment under
the capital lease totaled $4,312,500, net of $1,437,500 of
accumulated depreciation, as of June 30, 2003.

(b) Operating Leases

The Foundation leases oftice space and equipment under
rental agreements. Total rent expense for fiscal years 2003
and 2002 under these agreements was $98,461 and $107,965,
respectively. Future minimum operating lease obligations for
each of the next three years is as follows at June 30, 2003:

Year ending June 30:

2004 $ 67,383
2005 7,783
2006 649

$ 75,815




NOTES to CONSOLIDATED FINANCIAL STATEMENTS June 30, 2003 and 2002

10 | NET ASSETS

UNIVERSITY OF COLORADO FOUNDATION

Restrictions placed upon net assets as of June 30, 2003 are as follows:

University Hospital Total

Temporarily restricted:
Academic $ 41,207,554 — 41,207,554
Faculty and staff compensation 7,514,521 28,374 7,542,895
Financial aid 64,349,608 113,750 64,463,358
Land, buildings, and equipment 37,465,362 33,826,326 71,291,688
Library 4,131,924 — 4,131,924
Professorship chairs 56,874,284 — 56,874,284
Research 41,646,851 119,367 41,766,218
Special programs 3,641,026 24,215 3,665,241
Other academic purposes 30,688,747 2,095,182 32,783,929
$ 287,519,877 36,207,214 323,727,091

Permanently restricted:
Academic $ 15,686,658 — 15,686,658
Faculty and staff compensation 7,986,654 — 7,986,654
Financial aid 59,939,709 59,893 59,999,602
Land, buildings, and equipment 25,375 — 25,375
Library 7,745,614 — 7,745,614
Professorship chairs 50,308,098 — 50,308,098
Research 13,716,064 80,000 13,796,064
Special programs 900,847 — 900,847
Other academic purposes 15,438,088 — 15,438,088
$ 171,747,107 139,893 171,887,000

Restrictions placed upon net assets as of June 30, 2002 are as follows:

University Hospital Total

Temporarily restricted:
Academic $ 16,379,502 — 16,379,502
Faculty and staff compensation 5,338,685 — 5,338,685
Financial aid 60,601,665 26,018 60,627,683
Land, buildings, and equipment 31,990,533 42,337,366 74,327,899
Library 3,395,124 — 3,395,124
Professorship chairs 49,534,200 — 49,534,200
Research 33,346,487 297,146 33,643,633
Special programs 14,832,487 52,131 14,884,618
Other academic purposes 64,523,728 1,941,075 66,464,803

$ 279,942,411

44,653,736

324,596,147

Permanently restricted:

Academic $ 3,976,082 — 3,976,082
Faculty and staff compensation 5,307,917 — 5,307,917
Financial aid 56,727,444 29,793 56,757,237
Land, buildings, and equipment 24,632 — 24,632
Library 5,401,905 — 5,401,905
Professorship chairs 46,391,479 — 46,391,479
Research 14,549,683 — 14,549,683
Special programs 10,982,456 — 10,982,456
Other academic purposes 22,011,927 25,000 22,036,927

$ 165,373,525 54,793 165,428,318
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11 GIFTS AND INCOME
DISTRIBUTED AND APPLIED

Gifts and income distributed and applied for the year ended

June 30,2003 were as follows:

University Hospital Total
Academic $ 4,226,068 — 4,226,068
Faculty and staff
compensation 1,223,981 — 1,223,981
Financial aid 11,113,605 9,950 11,123,555
Land, buildings, and
equipment 21,460,203 12,737,061 34,197,264
Library 739,916 — 739,916
Professorship chairs 3,438,581 — 3,438,581
Research 8,728,641 33,780 8,762,421
Special programs 996,565 3,680 1,000,245
Other academic
purposes 11,377,142 273,760 11,650,902
$ 63,304,702 13,058,231 76,362,933

Gifts and income distributed and applied for the year ended
June 30,2002 were as follows:

University Hospital Total
Academic $ 2,940,868 — 2,940,868
Faculty and staff
compensation 1,421,951 — 1,421,951
Financial aid 11,321,553 827 11,322,380
Land, buildings, and
equipment 12,708,344 12,023,718 24,732,062
Library 203,133 — 203,133
Professorship chairs 3,703,167 — 3,703,167
Research 6,510,673 475 6,511,148
Special programs 3,273,314 6,229 3,279,543
Other academic
purposes 13,004,086 77,201 13,081,287
$ 55,087,089 12,108,450 67,195,539

]_2 EMPLOYEE BENEFIT PLAN

Prior to January 1, 2003, the Foundation had an employee
benefit plan governed by Section 403(b) of the Internal
Revenue Code. This plan was replaced with a new Section
401(k) plan on January 1,2003. Under the 401(k) plan, the
Foundation matches employee contributions up to 6% of
the employee’s salary. The Foundation matched employee
contributions at a rate of 5% to 9% under the 403(b) plan.
For the fiscal years ended June 30, 2003 and 2002, the
Foundation’s matching contributions were $661,226 and
$811,592, respectively.

13 | SUBSEQUENT EVENTS

In July 2003, a wholly owned subsidiary of the Foundation,
Cragwood 3955, LLC (Cragwood) sold an office building in
Colorado Springs, Colorado to the University of Colorado at
Colorado Springs. According to the terms of a lease agreement
between the University and Cragwood, the University had the
right to purchase the building at any time from Cragwood in
exchange for the payoft of any amounts outstanding on any
financing arrangement, along with other costs outstanding
related to the Cragwood transaction. Cragwood used the
proceeds from the sale to recover costs related to the transaction
and to pay off the Foundation’s outstanding line of credit
balance plus interest totaling approximately $7,243,000.
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CORPORATE OFFICERS

Michael M. Byram
President and CEO

Kristen L. Dugdale, Esq.

Assistant Vice President for Planned
Giving, Development Counsel and
Assistant Secretary

Myrna A. Hall

Senior Vice President

Donald H. McLean

Executive Vice President and CFO, Treasurer

William A. Neidt, Ph.D.

Senior Vice President and Chief of Staff

Dan B. Palmquist

Vice President-Controller

A. Keller Young, Esq.

Associate Vice President, General Counsel
and Secretary

VICE PRESIDENTS

Betsy A. Cheroutes

Vice President, Development, UCD

Marsha J. Dawe

Interim Vice President, Development, UCHSC

Constance F. Graham
Vice President, CU President’s Office

Myrna A. Hall

Senior Vice President

D. Lance King

Vice President
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William A. Neidt, Ph.D.

Senior Vice President and Chief of Staff

Dan B. Palmquist

Vice President - Controller
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BOARD OF TRUSTEES
Elects Chair & Vice Chair(s)
3-Year Terms — no limit
(minimum of 35)

Board of Directors
Fiduciary Responsibility

No more than two consecutive three-year terms
(11-15 Members)

I
COMMITTEES

Membership Investment Compensation Audit Finance Development
(At Least 5 Trustees (Directors, (Elected (Elected (Directors and Includes Planned
and No More Than Trustees and Others) Directors Only) Directors Only) Trustees) Giving

2 IDJiweiiors) (Trustees and
Directors)

OFFICERS 2003-2004

CHAIR
John E. DeLauro (MD °62)

was the medical director of Anthem Blue Cross Blue Shield until his retirement in May 2003. Prior to his position at Anthem he
practiced as a general surgeon for 28 years in Denver. He is an alumnus of CU-Boulder and CU-Denver, and received his degree in
medicine at the CU-Health Sciences Center. DeLauro is past president of the CU-Medical School Alumni Association and a former
member of the CU-Health Sciences Center Development Committee.

VICE CHAIR
S. Rutt Bridges

is the CEO of Bighorn Center for Public Policy, a non-partisan think tank in Denver. He is a former geophysicist and software
entrepreneur. Bridges has been the recipient of the CU Distinguished Service Award and UCD Mack Easton Alumni Award. He is also
founding director of the UCD Bard Center for Entrepreneurship and Venture Capital Fund.

BOARD OF TRUSTEES -~ COMMITTEE CHAIRS 2003-2004
Development Committee Mary Lee Beauregard

Membership Committee Steven K. Moise, Esq.

BOARD OF DIRECTORS —~COMMITTEE CHAIRS 2003-2004

Audit Committee Pamela S. Bard
Compensation Committee Patrick L. Kinsella
Finance Committee George A. Sissel, Esq.

Investment Committee Christopher L. Bittman
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Edward S. Adams

'"73 BU, '77 MPA

Navigant International, Inc.
Greenwood Village, CO 80121

Jeftrey K. Adams
Atlantic Financial Marketing
Lonetree, CO

Tucker H. Adams, Ph.D.
'"77 MA, '79 PhD

The Adams Group, Inc.

Colorado Springs, CO

John C. Amman

'57 BU
Retired, Arthur Andersen
Littleton, CO

Guillermo E. “Bill” Aragon,

M.D.

‘55 MD Surgery
Retired, M.D. (Surgeon)
Denver, CO

Pamela S. Bard *
Bard & Company, Inc.
Evergreen, CO

James L. Base
Retired, Colorado National Bank
Denver, CO

Mary Lee Beauregard *

'83 MPA

Retired, Spec. Asst. to Chancellor, HSC
Denver, CO

Christopher L. Bittman *
‘85 JR

Retired, Jurika & Voyles
Investment Mgmt.

Orinda, CA

Robert G. Bonham

‘40 BU

Retired, Gates Rubber Company
Denver, CO

S. Rutt Bridges *

Bighorn Center for Public Policy
Denver, CO

Richard N. Brown
'54 BU
Denver, CO

* Denotes Director
! Ex-officio, non-voting

Thomas G. Brown, Esq.
‘56 BU, ‘64 LW

Dufford & Brown

Littleton, CO

Richard M. Burridge, Sr.
'51BU

UBS

Hinsdale, IL

Michael M. Byram *
President and CEO, CU Foundation
Boulder, CO

Richard L. Byyny, M.D.
Chancellor, University of Colorado at
Boulder

Boulder, CO

Sara S. Caile
'68 AS
Boulder, CO

Alan E Cain, Esq.

'61 AS

Retired, Blue Cross/Blue Shield of Montana
Big Fork, MT

Lorin S. Chevalier
'84 BU

ValueOptions, Inc.
Southlake, TX

James H. Curry, Ph.D.
Professor, University of Colorado
Boulder, CO

John E. DeLauro, M.D. *

'62 MD

Retired, Anthem Blue Cross/Blue Shield
Denver, CO

Andrea C. Dikeou
'81BU, ‘89 MBA

US Bancorp Piper Jaffray
Denver, CO

Leslie B. Eaton
'63 AS
Boulder, CO

Gene M. Ellerbee
'62 AS

The Ellerbee Group
Corona Del Mar, CA

Martin J. Erzinger *
'80 AS

Smith Barney

Denver, CO

Degrees indicated are CU degrees only

Julie A. Fellows-Mason
'88 BU

Key Equipment Finance
Lafayette, CO

Edward J. Glasser, M.D.
'65 MD

Kaiser Permanente

Denver, CO

Clarence A. “Clancy” Herbst
'50 EN

Resinoid Engineering Corp.

Aspen, CO

Walter Leo Hill
Retired, University of Colorado
Boulder, CO

Elizabeth “Betsy” Hoffman,
Ph.D. *!

President, University of Colorado System
Boulder, CO

John J. Huggins
Denver Office of Economic Development
Denver, CO

Walter L. Isenberg *
Sage Hospitality Resources
Denver, CO

John R. Jacus, Esq.
‘84 LW

Davis Graham & Stubbs
Boulder, CO

Thomas M. James, Esq.
The Law Office of Thomas M. James
Colorado Springs, CO

Jo Ann Joselyn, Ph.D.

‘65 ENG, '67 MS, '78 PhD

Retired, NOAA Space Environment Ctr.
Boulder, CO

David N. Karpel, Esq.
'81BU

Assistive Technology Products
Denver, CO

Linda V.G. Kelley
Outrigger Enterprises, Inc.
Englewood, CO
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Patrick L. Kinsella *
'65 BU

Kinsella Investment Co.
Albuguergue, NM

Gasper Lazzara, D.D.S.
Orthodontic Education Company
Ponte Vedra Beach, FL

Steven E. Leatherman

'69 BU, '72 MBA

Quest International Management Co.
Denver, CO

Judith S. Liebman, Ph.D.
'58 AS

Retired, University of lllinois
Urbana, IL

Christina L. Martin
‘00 AS
Santa Barbara, CA

Charles G. McCord

Retired, Univ. of Colorado Foundation
Boulder, CO

Steven K. Moise, Esq. *
'66 AS, '69 LW

Moise & Co.

Albuguergue, NM

John R. “Ron” Moore
'59 BU

Retired, Midas International Corp.
Lake Forest, IL

Mary R. Osborn
'86 MS Nursing
Retired, Clinical Nurse
Denver, CO

Edward A. Osborne, Ph.D. *
Retired, AMI Aircraft Seating Systems
Colorado Springs, CO

Leonard M. Perlmutter
‘48 AS

Lap, Inc.

Golden, CO

Alan D. Phillips

'57 BU

Morgan Stanley Dean Witter
Denver, CO

Lanis “Lanny”’ Pinchuk
Retired, University of Colorado
Boulder, CO

Donald E. Poline
Signature Land Co. Inc.
Denver, CO

Glenn E. Porzak, Esq. *
'"T0 AS,'73 LW

Porzak Browning & Bushong
Boulder, CO

Jerry G. Rutledge **
'66 AS

Rutledge, Inc.

Colorado Springs, CO

Bruce E. Shepard
Village Associates, Inc.
Colorado Springs, CO

Pamela Shockley-Zalabak,
Ph.D.

Chancellor, University of Colorado at
Colorado Springs
Colorado Springs, CO

James H. Shore, M.D.
Chancellor,

University of Colorado at HSC
Interim Chancellor,

University of Colorado at Denver
Denver, CO

Degrees indicated are CU degrees only

George A. Sissel, Esq. *
‘58 EN

Retired, Ball Corporation
Westminster, CO

Edward Skaff

'59 PH

Evergreen Drug Company
Evergreen, CO

Jean L. Thompson
'64 AS

Lee Hecht Harrison
Boulder, CO

Michael A.Vigil
‘93 EN

Intel Corporation
Colorado Springs, CO

Donald R. Walker
'64 AS

Don R. Walker & Co.

St. Louis, MO

Robert N. Webster

'82 AS

Webster Investment Advisors, Inc.
Boulder, CO

Donald G. White
'65 EN

Retired, Riviera Electric
Keystone, CO

Virginia E. “Ginny” Williams

Webb Public Relations
Littleton, CO

Kenneth W. Zelie
Wells Fargo
Boulder, CO

* Denotes Director
? Regent representative, non-voting
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Walnut Street

4740 Walnut Street

Boulder, CO 80301

303/735-9000 Fax:303/735-9001
800/405-9488

CU-Boulder

206 Regent Admin. Center

Mailing Address:

57 SYS

Boulder, CO 80306-0057
303/492-5687 Fax 303/735-4814

CU-Colorado Springs

1420 Austin Bluffs Parkway

MH 401

Mailing Address:

Campus Mailbox ADM 6

P.O.Box 7150

Colorado Springs, CO 80933-7150
719/262-3676 Fax 719/262-3649

CU-Denver

1380 Lawrence Street, Suite 1300
Mailing Address:

Campus Box 174

P.O. Box 173364

Denver, CO 80217-3364
303/556-4301 Fax 303/556-3958

CU-Health Sciences Center
4100 E. 8th Avenue

Mailing Address:

4200 E. 9th Avenue

Campus Box A-065

Denver, CO 80262

303/315-5271 Fax 303/315-5398

Denver Office

225 E. 16th Avenue, Suite 690
Denver, CO 80203-1620
303/830-1735 Fax 303/830-0475

CU-Boulder Athletic Department
Stadium 100

Mailing Address:

369 UCB

Boulder, CO 80309-0369

303/492-5497 Fax 303/492-0288
800/621-2833



When Carl Wieman and Eric Cornell, both CU professors,

developed a condensate that allows scientists to study the
incredibly small world of quantum physics, they had no idea their
discovery would lead to a Nobel Prize. But in 2001, they were
awarded the Nobel Prize in physics, becoming the second and

third Nobel Prize winners at CU-Boulder.
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