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Independent Auditors’ Report

The Board of Trustees
University of Hawaii Foundation:

Opinion
We have audited the consolidated financial statements of University of Hawaii Foundation and its subsidiaries
(the Foundation), which comprise the consolidated statements of financial position as of June 30, 2023 and

2022, and the related consolidated statements of activities and cash flows for the years then ended, and the
related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
financial position of the Foundation as of June 30, 2023 and 2022, and the results of its operations and its cash
flows for the years then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are required to
be independent of the Foundation and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with U.S. generally accepted accounting principles, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Foundation’s ability to
continue as a going concern for one year after the date that the consolidated financial statements are available
to be issued.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.

KPMG LLP, a Delaware limited liability partnership and a member firm of
the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee.



KPMG

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Foundation’s internal control. Accordingly, no such opinion is expressed.

e FEvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Foundation’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that
we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying UHF Rise Student Housing LLC supplementary information included in Schedules 1
and 2 is presented for purposes of additional analysis and is not a required part of the consolidated 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 consolidated financial statements. The
information has been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the consolidated financial statements or to the
consolidated financial statements themselves, and other additional procedures in accordance with GAAS. In
our opinion, the information is fairly stated in all material respects in relation to the consolidated financial
statements as a whole.

K‘Prv(c-, LLP

Honolulu, Hawaii
November 6, 2023



UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Consolidated Statements of Financial Position

June 30, 2023 and 2022

Assets 2023 2022
Cash and cash equivalents $ 13,066,086 32,438,212
Assets whose use is limited or restricted 15,781,805 20,068,837
Contributions receivable, net 78,973,441 77,288,600
Prepaid expenses and other receivables 4,797,536 10,373,750
Property and equipment, at cost, net of accumulated depreciation
and amortization 79,198,201 30,278,746
Other assets, at cost 1,880,502 1,742,032
Investments 671,151,004 627,394,903
Beneficial interests in trusts held by others 28,673,526 29,411,668
Total assets $ 893,522,101 828,996,748

Liabilities and Net Assets

Liabilities:
Accounts payable $ 21,049,477 8,045,938
Liabilities under split-interest agreements 11,539,235 11,769,560
Amounts held for others 3,386,287 4,933,144
Long-term debt 92,865,611 92,876,167
Other liabilities 1,615,586 1,550,565
Total liabilities 130,456,196 119,175,374
Net assets:
Without donor restrictions 6,497,158 2,945,202
With donor restrictions 756,568,747 706,876,172
Total net assets 763,065,905 709,821,374

Commitments and contingencies

Total liabilities and net assets $ 893,522,101 828,996,748

See accompanying notes to consolidated financial statements.



UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES

Consolidated Statement of Activities

Year ended June 30, 2023

Revenue:
Contributions
Fees and other
Investment gain, net
Administrative fees
Fund-raising events and projects

Net assets released from restrictions

Expenses:

Program services:
Extension and public services
Academic support
Research
Student aid and services
Faculty and staff support
Capital projects
Athletics
Special programs
Other

Total program services

Supporting services:
Administrative, management, and
fiscal services
Development

Total supporting services

Total expenses

Change in net assets
Net assets at beginning of year

Net assets at end of year

$

Net assets
Without donor With donor
restrictions restrictions Total

398,083 73,810,875 74,208,958
3,757,590 508,878 4,266,468
4,022,075 36,764,005 40,786,080
9,357,116 (9,357,116) —
800,000 1,261,184 2,061,184
18,334,864 102,987,826 121,322,690
53,295,251 (53,295,251) —
71,630,115 49,692,575 121,322,690
900,655 — 900,655
7,811,481 — 7,811,481
11,643,238 — 11,643,238
15,308,744 — 15,308,744
2,777,185 — 2,777,185
1,308,327 — 1,308,327
4,486,432 — 4,486,432
8,703,820 — 8,703,820
355,369 — 355,369
53,295,251 — 53,295,251
5,712,672 — 5,712,672
9,070,236 — 9,070,236
14,782,908 — 14,782,908
68,078,159 — 68,078,159
3,551,956 49,692,575 53,244,531
2,945,202 706,876,172 709,821,374
6,497,158 756,568,747 763,065,905

See accompanying notes to consolidated financial statements.




UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES

Revenue:
Contributions
Fees and other
Investment loss, net
Administrative fees
Fund-raising events and projects

Net assets released from restrictions

Expenses:

Program services:
Extension and public services
Academic support
Research
Student aid and services
Faculty and staff support
Capital projects
Athletics
Special programs
Other

Total program services

Supporting services:
Administrative, management, and
fiscal services
Development

Total supporting services

Total expenses

Change in net assets
Net assets at beginning of year

Net assets at end of year

$

$

Consolidated Statement of Activities

Year ended June 30, 2022

Net assets
Without donor With donor
restrictions restrictions Total
424,051 139,293,248 139,717,299
4,504,905 1,386,248 5,891,153
(9,019,596) (45,307,300) (54,326,896)
9,790,348 (9,790,348) —
— 710,743 710,743
5,699,708 86,292,591 91,992,299
48,644,881 (48,644,881) —
54,344,589 37,647,710 91,992,299
993,526 — 993,526
5,647,814 — 5,647,814
6,802,618 — 6,802,618
14,430,406 — 14,430,406
3,242,676 — 3,242,676
2,421,832 — 2,421,832
3,171,395 — 3,171,395
10,003,666 — 10,003,666
1,930,948 — 1,930,948
48,644,881 — 48,644,881
6,715,330 — 6,715,330
8,416,955 — 8,416,955
15,132,285 — 15,132,285
63,777,166 — 63,777,166
(9,432,577) 37,647,710 28,215,133
12,377,779 669,228,462 681,606,241
2,945,202 706,876,172 709,821,374

See accompanying notes to consolidated financial statements.




UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Years ended June 30, 2023 and 2022

2023 2022
Cash flows from operating activities:
Cash received from contributions $ 66,413,119 78,871,837
Cash received for fees, honoraria, royalties, and other 3,987,957 5,566,054
Investment return received 4,595,848 7,625,744
Program and supporting service expenses paid (69,058,091) (66,480,809)
Net cash provided by operating activities 5,938,833 25,582,826
Cash flows from investing activities:
Purchases of investments (320,708,317) (302,683,792)
Proceeds from sale of investments 316,642,281 231,868,572
Purchases of property and equipment (37,539,582) (17,339,756)
Net cash used in investing activities (41,605,618) (88,154,976)
Cash flows from financing activities:
Amounts restricted for long-term investment 12,007,627 20,712,105
Proceeds from issuance of long-term debt — 95,243,277
Payment of debt issuance costs — (2,367,110)
Repayment of long-term debt — (7,400,000)
Net cash provided by financing activities 12,007,627 106,188,272
Net (decrease) increase in cash and cash equivalents (23,659,158) 43,616,122
Cash and cash equivalents at beginning of year 52,507,049 8,890,927
Cash and cash equivalents and assets whose use is limited or restricted at end of year $ 28,847,891 52,507,049

Reconciliation of change in net assets to net cash provided by (used in) operating activities:
Change in net assets $ 53,244,531 28,215,133
Adjustments to reconcile change in net assets to net cash provided by (used in)
operating activities:

Amounts restricted for long-term investment (12,007,627) (20,712,105)
Other noncash contributions (1,704,507) (1,646,135)
Loss on disposal of asset — 645,995
Depreciation and amortization 90,903 109,296
Realized and unrealized net (gains) losses on investments (37,247,416) 60,509,485
Provision for uncollectible pledges, net (2,486,795) 1,474,950
Changes in assets and liabilities:
Contributions receivable 801,954 (33,425,675)
Prepaid expenses and other receivables 5,576,214 (1,670,151)
Other assets (138,470) (344,168)
Accounts payable 1,522,207 (4,161,259)
Liabilities under split-interest agreements (230,325) (1,771,187)
Amounts held for others, net (1,546,857) (333,203)
Other liabilities 65,021 (1,308,150)
Net cash provided by operating activities $ 5,938,833 25,582,826

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest (net of amount capitalized) $ — 87,164
Noncash investing activities — accrued purchases of property and equipment 15,028,447 3,547,115

See accompanying notes to consolidated financial statements.



UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

(1) Summary of Significant Accounting Policies

(@)

(b)

(c)

(d)

Organization

The University of Hawaii Foundation (UHF) is a not-for-profit entity established to solicit and manage
funds for the benefit of the University of Hawaii (the University). The Foundation is governed by a
self-perpetuating Board of Trustees primarily consisting of elected volunteers.

UHF is the sole member of UHF Atherton Student Housing LLC and UHF Rise Student Housing LLC.
Effective September 24, 2021, management created UHF Rise Student Housing LLC for the purposes
of financing, developing, constructing, and operating a 220-unit student housing facility for the use of
students attending the University.

UHF and the above affiliates are collectively referred to as “the Foundation” and are consolidated in the
accompanying consolidated financial statements. All inter-interorganizational transactions and
balances have been eliminated in consolidation.

Financial Statement Presentation

The consolidated financial statements have been prepared to focus on the Foundation as a whole and
to present balances and transactions according to the existence or absence of donor-imposed
restrictions. This has been accomplished by classification of net assets and transactions as follows:

Net assets without donor restrictions — Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
organization. These net assets may be used at the discretion of the Foundation management and
the Board of Trustees.

Net assets with donor restrictions — Net assets subject to stipulations imposed by donors and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by actions
of the Foundation or by the passage of time. Other donor restrictions are perpetual in nature, where
the donor has stipulated the funds be maintained in perpetuity.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles (U.S. GAAP) requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the consolidated financial statements and the reported amounts of revenue and expenses
during the reporting period. Significant items subject to such estimates and assumptions include the
valuation of contributions receivable, investments, beneficial interests in trusts held by others, and
liabilities under split-interest agreements. Actual results could differ from those estimates.

Cash Equivalents

Short-term investments held for operations with original maturities of three months or less when
purchased are classified as cash equivalents. Cash equivalents include short-term U.S. Treasury
securities and other short-term, highly liquid investments and are carried at cost, which approximates
fair value. Short-term investments held for investment purposes are reflected as investments.

7 (Continued)
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

Assets Whose Use is Limited or Restricted

Assets whose use is limited or restricted include assets held by a trustee for the repayment of bonds
and purchase of capital assets. Assets whose use is limited or restricted are held in the form of cash
and cash equivalents as of June 30, 2023 and 2022.

Contributions and Contributions Receivable

Contributions received and unconditional promises to give to the Foundation are recorded at their fair
values and are reported as an increase in net assets.

The Foundation reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated assets. Certain noncash contributions are reported
as other assets until liquidation. When a donor restriction expires, that is, when a stipulated time
restriction ends or the purpose restriction is accomplished, net assets with donor restrictions are
reclassified to net assets without restrictions and reported in the statements of activities as net assets
released from restrictions.

Unconditional promises to give (contributions receivable) that are expected to be collected within one
year are recorded at net realizable value. Pledges receivable that are expected to be collected in future
years are recorded at the present value of their estimated future cash flows. The discounts on those
amounts are computed using a fair value interest rate commensurate with the associated risk to the
years in which the promises are received. Amortization of the discounts is included in contribution
revenue. The Foundation provides an allowance for uncollectible pledges based upon historical
experience with its donors, as well as individual donor circumstances.

Investments

Investments are reported at fair value with unrealized gains and losses reported in the statements of
activities as increases or decreases in net assets without donor restrictions unless their use is
restricted by explicit donor stipulations or by law.

Fair value for investments in certain domestic equities, fixed-income securities, foreign equities, money
market funds, pooled investments in natural resources/real estate, and hedge funds are based on
quoted market prices for the security or quoted market prices for the underlying securities in the pooled
investment.

Fair value for investments in certain alternative investments, including limited partnership investments
in domestic and foreign equities, natural resources and real estate, hedge funds, and private equity
securities, are generally based on information provided by the respective external investment manager
at the most recent valuation date and from the valuation date to fiscal year-end, if applicable. The
private equity and real estate investments are not readily marketable and involve assumptions and
methods that are reviewed by management. Because these investments are not readily marketable,
their estimated value is subject to uncertainty and, therefore, may differ from the value that would have
been used had a ready market for such investment existed. A portion of the investments made by
certain hedge funds is also not readily marketable; additionally, hedge fund managers may not provide
the detail of their underlying marketable securities. The hedge fund valuation process is carefully
reviewed by management with the assistance of an outside consultant. The Foundation utilized the net

8 (Continued)
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

asset value per share for certain investments in alternative structures as a practical expedient for the
estimation of the fair value of these investments.

Net investment gain (loss) is reported in the statements of activities and consists of interest and
dividend income, realized and unrealized gains and losses, less external and direct internal investment
expenses.

Property and Equipment

Property and equipment are stated at cost. Depreciation on property and equipment is calculated on
the straight-line method over the estimated useful lives of the assets as follows:

Equipment 3-5 years
Furniture and fixtures 5 years

Leasehold improvements 10 years
Buildings 30 years

The Foundation reports gifts of property and equipment at fair value as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with
explicit restrictions that specify how the assets are to be used and gifts of cash or other assets that
must be used to acquire long-lived assets are reported as restricted support. Absent explicit donor
stipulations about how long those long-lived assets must be maintained, the Foundation reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in service.

Split-Interest Agreements

The Foundation’s split-interest agreements with donors consist of irrevocable pooled income funds,
charitable remainder trusts, and charitable gift annuities for which the Foundation serves as trustee.
Assets held under these split-interest agreements are included in investments. Contribution revenue is
recognized at the date the split-interest agreements are established after recording liabilities for the
present value (utilizing discount rates ranging between 2.2% and 6.00%) of the estimated future
payments to be made to the donors and/or other beneficiaries. The liabilities are adjusted during the
term of the split-interest agreements for changes in the fair value of the assets, accretion of the
discount, and other changes in the estimates of future benefits. For the years ended June 30, 2023 and
2022, contributions revenue attributed to split-interest agreements was $0 and $1,087,052,
respectively. For the years ended June 30, 2023 and 2022, net investment gain (loss) included a net
loss of $(584,556) and net gain of $428,783, respectively, for changes in the value of split-interest
agreements.

Interests in Trusts Held by Others

The Foundation is also the beneficiary of certain trusts held and administered by others. The fair value
of the estimated future cash receipts from the trusts is recognized as assets and contribution revenue
when the Foundation is natified of their existence. The reported value of the assets is fair value. For the
years ended June 30, 2023 and 2022, there was no contribution revenue attributed to beneficial
interest in trusts held by others. For the years ended June 30, 2023 and 2022, net investment gain

9 (Continued)
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

(loss) associated with the beneficial interests in trust held by others included a net loss of $(738,142)
and a net gain of $3,298,035, respectively.

Amounts Held for Others

Resources received in transactions that the Foundation acts as an agent are reported as amounts held
for others. Investment income earned on amounts received increases amounts held for others.
Distributions to specified recipients decrease amounts held for others. Unrealized (losses) gains on
assets held for others were $56,152 and $(154,521) for the years ended June 30, 2023 and 2022,
respectively.

Fair Value Measurements

The Foundation applies the provisions of Financial Accounting Standards Board (FASB) Accounting
Standard Codification (ASC) Topic 820, Fair Value Measurement, for fair value measurements of
financial assets and financial liabilities and for fair value measurements of nonfinancial items that are
recognized or disclosed at fair value in the consolidated financial statements on a recurring basis.
ASC Topic 820 defines fair value as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date.

ASC Topic 820 also establishes a framework for measuring fair value and expands disclosures about
fair value measurements (note 4).

The Foundation also applies the provisions of ASC Topic 820 to fair value measurements of
nonfinancial assets and nonfinancial liabilities that are recognized or disclosed at fair value in the
consolidated financial statements on a nonrecurring basis.

(m) Revenue Recognition

(n)

The Foundation has several revenue streams that are accounted for as reciprocal exchange
transactions including fees and other. The Foundation earns an annual fee of $3 million for each year
ended June 30, 2023 and 2022 from the University recorded in fees and other. The fee is
compensation for the Foundation providing fund-raising and alumni services to the University (note 10).

These fees are recognized ratably over the period of the service is provided on a straight-line basis in
an amount that reflects the consideration the Foundation expects to be entitled to in exchange for those
services. All the Foundation’s revenue from contracts with customers are from performance obligations
satisfied over time. Price is specific to a distinct performance obligation and do not consist of multiple
transactions. Amounts billed but unpaid are contract assets and recorded as other receivables.

Functional Allocation of Expenses

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

The consolidated financial statements report certain categories of expenses that are attributed to more
than one program or supporting function. Therefore, expenses require allocation on a reasonable basis
that is consistently applied. The expenses that are allocated include salaries and wages, employee
benefits, professional services, office expenses, equipment, occupancy, bad debt expense, travel,

10 (Continued)



UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

affiliate research agreement, student scholarships/grants, grants and other, which are allocated on the
basis of estimates of time and effort.

(o) Income Taxes

The Foundation is an organization exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code and is generally not subject to federal or state of Hawaii income taxes. However, the
Foundation is subject to income taxes on any net income that is derived from a trade or business,
regularly carried on, and not in furtherance of the purposes for which it was granted exemption. No
income tax provision has been recorded as the net income, if any, from any unrelated trade or
business, in the opinion of management, is not material to the basic financial statements taken as a
whole.

(p) Recent Adopted Accounting Pronouncement

In February 2016, the FASB issued Accounting Standards Update (ASU) No. 2016-02, Leases

(Topic 842), which requires lessees to recognize leases on balance sheet and disclose key information
about leasing arrangements. Topic 842 establishes a model that requires a lessee to recognize a ROU
asset and lease liability on the balance sheet for all leases with a term longer than 12 months. The
Foundation has adopted this guidance on July 1, 2022. The adoption of Topic 842 did not have a
material impact to the consolidated financial position or results of operations of the Foundation and its
subsidiaries.

(2) Contributions Receivable

At June 30, 2023 and 2022, contributions receivable, net of discount for present value and allowance for
uncollectible contributions, consist of the following:

2023 2022

Contributions receivable $ 85,577,801 86,354,475
Less discount to present value (1.6%—-5.1% discount rate) (3,159,569) (3,134,289)
Subtotal 82,418,232 83,220,186
Less allowance for uncollectible pledges (3,444,791) (5,931,586)
Contributions receivable, net $ 78,973,441 77,288,600

Amounts to be collected in:
Less than one year $ 31,511,214 21,288,584
One year to five years 54,066,587 65,065,891
Total $ 85,577,801 86,354,475

11 (Continued)



UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

(3) Investments

(4)

Investments at June 30, 2023 and 2022 consist of the following:

Fair value Cost Fair value Cost
Domestic equities 65,750,097 61,945,873 38,958,630 32,501,850
Fixed-income securities 194,313,988 211,451,241 166,366,195 182,006,630
Foreign equities 108,459,190 77,244,539 87,384,412 64,934,593
Money market funds 39,012,786 39,012,786 60,339,660 60,339,660
Hedge funds 172,281,275 101,413,429 175,908,524 106,230,963
Private equity securities 63,244,404 40,516,827 67,157,771 39,585,352
Natural resources/real estate 28,089,264 31,806,423 31,279,711 34,697,626

671,151,004 563,391,118 627,394,903 520,296,674

The Foundation invests in various types of investment securities. Investment securities are exposed to
various risks, such as interest rate, market, and credit risks. 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.

Investments are generally pooled and managed under various asset diversification strategies, depending
upon the investment objectives and to avoid significant concentrations of market risk. Earnings on
endowment contributions, which the donor designates as being available for program operations, are
considered restricted until the specific restrictions have been met. Endowment investments classified as
net assets with donor restrictions were $483,481,178 and $442,913,586 at June 30, 2023 and 2022,
respectively. Under the Foundation’s endowment spending policy, certain amounts (based on a percentage
of the adjusted fair value of the investment pool) are appropriated and are available to support operations.
In 2023 and 2022, $17,483,404 and $14,774,465, respectively, was made available to support programs.
Investment management fees amounted to $1,500,576 in 2023 and $1,615,886 in 2022.

Fair Value Measurements

ASC Topic 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measurements) and the lowest priority to measurements involving
significant unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are as
follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Foundation has the ability to access at the measurement date.

e Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

e Level 3 inputs are unobservable inputs for the asset or liability.

12 (Continued)



UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

The level in the fair value hierarchy within which a fair value measurement in its entirety falls is based on
the lowest-level input that is significant to the fair value measurement in its entirety at the measurement
date.

The following tables present assets that are measured at fair value on a recurring basis at June 30, 2023
and 2022:

Fair value measurements at reporting date using

Quoted prices

in active Significant
markets for other Significant Investments
identical observable unobservable measured
June 30, assets inputs inputs at net
2023 (Level 1) (Level 2) (Level 3) asset value
Assets:
Domestic equities $ 65,750,097 65,750,097 — — — a
Fixed-income securities 194,313,988 142,917,863 51,396,125 — —
Foreign equities 108,459,190 59,200,488 — — 49,258,702 b
Money market funds 39,012,786 39,012,786 — — —
Natural resources/real estate 28,089,264 — — 7,588,967 20,500,297 c
Hedge funds 172,281,275 5,327,904 — — 166,953,371 d
Private equity securities 63,244,404 — — 105,605 63,138,799 c
Total investments 671,151,004 312,209,138 51,396,125 7,694,572 299,851,169
Beneficial interestin trusts
held by others 28,673,526 — 11,353,364 17,320,162 —
Total $ 699,824,530 312,209,138 62,749,489 25,014,734 299,851,169
Fair value measurements at reporting date using
Quoted prices
in active Significant
markets for other Significant Investments
identical observable unobservable measured
June 30, assets inputs inputs at net
2022 (Level 1) (Level 2) (Level 3) asset value
Assets:
Domestic equities $ 38,958,630 35,092,139 — — 3,866,491 a
Fixed-income securities 166,366,195 113,057,502 53,308,693 — —
Foreign equities 87,384,412 40,763,600 — — 46,620,812 b
Money market funds 60,339,660 60,339,660 — — —
Natural resources/real estate 31,279,711 — — 9,977,455 21,302,256 ¢
Hedge funds 175,908,524 2,916,989 — — 172,991,535 d
Private equity securities 67,157,771 — — 105,603 67,052,168 c
Total investments 627,394,903 252,169,890 53,308,693 10,083,058 311,833,262
Beneficial interestin trusts
held by others 29,411,668 — 10,864,999 18,546,669 —
Total $ 656,806,571 252,169,890 64,173,692 28,629,727 311,833,262
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2023 and 2022

a. Investments in this class can be redeemed on a monthly/quarterly basis, with notification provided

between 15 and 30 days prior to redemption.

b. Investments in this class can be redeemed on a monthly basis with notification provided between 5 and

30 days prior to redemption.

c. Investments in this class can be redeemed at the discretion of the investment managers. The
Foundation has commitments to contribute additional amounts to this class of investments of

approximately $49,196,000 and $38,910,000 at June 30, 2023 and 2022, respectively.

d. Redemption frequency for investments in this class range from monthly to annually redemptions, with
notification provided between 2 and 90 days prior to redemption. Additionally, certain investments can
be redeemed at the discretion of the investment managers.

The following table presents the Foundation’s activity for assets measured at fair value on a recurring basis
using significant unobservable inputs (Level 3) as defined in ASC Topic 820 for the years ended June 30,

2023 and 2022:

Balance at June 30, 2021
Total (losses) gains $
included in income:
Unrealized

Balance at June 30, 2022

Total (losses) gains
included in income:
Unrealized

Balance at June 30, 2023 $

Assets
Beneficial
Private Natural interest in
equity resources/ trusts held
securities real estate by others Total
105,603 9,918,130 19,540,752 29,564,485
— 59,325 (994,083) (934,758)
105,603 9,977,455 18,546,669 28,629,727
2 (2,388,488) (1,226,507) (3,614,993)
105,605 7,588,967 17,320,162 25,014,734

Investments in domestic equities, foreign equities, hedge funds, private equity securities, and natural
resources/real estate are recorded at estimated fair value based on the net asset value of the Foundation’s
ownership interest in the partners’ capital, which includes assumptions and methods that were prepared by
the general partner of the limited partnerships and were reviewed by the Foundation’s management. The
Foundation believes that the reported amounts for these investments are a reasonable estimate of their fair

value at June 30, 2023 and 2022.

Investments in real estate and certain private equity securities are recorded at estimated fair value at

June 30, 2023 and 2022.
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

All realized and unrealized gains (losses) for assets measured at fair value on a recurring basis using
significant unobservable inputs (Level 3), as defined in ASC Topic 820, are reported in investment income
gain, net in the accompanying statements of activities.

Property and Equipment
The components of net property and equipment at June 30, 2023 and 2022 were as follows:

2023 2022

Land 7,927,481 7,927,481
Equipment 1,776,023 1,776,023
Buildings 1,698,505 1,698,505
Leasehold improvements 69,491 69,491
Furniture and fixtures 157,306 64,421
Construction in progress 69,814,901 20,886,872
81,443,707 32,422,793

Less accumulated depreciation (2,245,506) (2,144,047)
Property and equipment, net 79,198,201 30,278,746

Retirement Annuity Plan

The Foundation has defined-contribution retirement annuity plans with Teachers Insurance and Annuity
Association covering substantially all of its employees. The Foundation recorded contribution expense of

$763,905 and $705,089 in 2023 and 2022, respectively.

Long-Term Debt

In November 2021, the Public Finance Authority issued revenue bonds totaling $91,915,000 comprising
Series 2021A-1 ($62,205,000 tax-exempt), Series 2021A-2 ($14,210,000 taxable), and Series 2021B
($15,500,000 tax-exempt). The Authority then loaned the proceeds of the bonds to the Foundation for the
construction of a new student housing facility. Total premium for the Series 2021 bonds was $3,389,942.

The revenue bonds are paid from project revenues and restricted cash in annual installments, including
semiannual interest payments ranging from $373,293 to $1,244,100 with the final payment due in

July 2061.

The Foundation entered a continuing disclosure agreement for the benefit of revenue bondholders, it
agreed to provide certain financial information and operating data relating to the Foundation with respect to
its revenue bonds to the Municipal Securities Rulemaking Board. The Foundation, based on consultation
with its bond counsel and bond underwriter, has complied in all material respects with the continuing
disclosure requirements. As of June 30, 2023, the Foundation is in compliance with the covenants in its

debt agreements, including financial ratios and other restrictions.
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2023 and 2022

The Foundation’s revenue bonds payable on June 30, 2023 and 2022 are as follows:

Series Interest rate Date issued 2023 2022
2021A-1 4.00 % November 1, 2021 $ 62,205,000 62,205,000
2021A-2 4.85 % November 1, 2021 2,730,000 2,730,000
2021A-2 5.35% November 1, 2021 11,480,000 11,480,000
2021B 5.25% November 1, 2021 15,500,000 15,500,000
91,915,000 91,915,000
Unamortized premium on bonds 3,223,065 3,328,277
Less: Unamortized debt issuance costs (2,272,454) (2,367,110)
Long-term debt, net unamortized debt
issuance costs $ 92,865,611 92,876,167
At June 30, 2023, future maturities of revenue bonds are as follows:
Principal
Years ending June 30:
2024 $ —
2025 —
2026 —
2027 155,000
2028 260,000
Thereafter 91,500,000

$ 91,915,000

For the year ended June 30, 2023, the Foundation paid and capitalized interest cost of $2,051,551 to
construction in progress recorded in property and equipment, net.
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

Net Assets with Donor Restrictions
Net assets with donor restrictions consist of the following restricted amounts at June 30, 2023 and 2022:

2023 2022
2023:

Extension and public senices $ 8,747,345 7,864,159
Academic support 84,583,764 73,110,004
Research 76,049,287 78,499,564
Student aid and senvices 243,878,260 225,184,614
Faculty and staff support 182,857,518 170,611,840
Capital projects 16,255,371 16,822,252
Athletics 11,662,867 11,528,868
Special 123,428,762 115,568,686
Other 9,105,573 7,686,185

Total $ 756,568,747 706,876,172

Net assets are released from donor restrictions primarily by incurring expenses that satisfy the restricted
purpose. For the years ended June 30, 2023 and 2022, net assets released from restrictions totaled
$53,295,251 and $48,644,881, respectively.

Endowment

The Foundation’s endowment consists of approximately 1,730 individual funds established for a variety of
purposes. The endowment includes both donor-restricted endowment funds and funds designated by the
Board of Trustees to function as endowments. As required by U.S. GAAP, net assets associated with
endowment funds, including funds designated by the Board of Trustees to function as endowments, are
classified and reported based on the existence or absence of donor-imposed restrictions. At June 30, 2023
and 2022, the endowment net assets amounted to $491,363,048 and $450,105,602, respectively.
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

For the years ended June 30, 2023 and 2022, the changes in endowment net assets are as follows:

Endowment net assets, June 30, 2021

Investment return:
Investment income

Net appreciation, realized and unrealized,
net expenses

Total investment return

Contributions, net of expenses
Appropriations

Endowment net assets, June 30, 2022

Investment return:
Investment income

Net appreciation, realized and unrealized,
net expenses

Total investment return

Contributions, net of expenses
Appropriations

Endowment net assets, June 30, 2023

Without donor With donor
restrictions restrictions Total
$ 8,947,351 474,692,405 483,639,756
58,112 915,712 973,824
(1,100,609) (47,134,076) (48,234,685)
(1,042,497) (46,218,364) (47,260,861)
879 28,053,804 28,054,683
(713,717) (13,614,259) (14,327,976)
7,192,016 442,913,586 450,105,602
184,132 3,260,340 3,444,472
1,414,994 29,454,297 30,869,291
1,599,126 32,714,637 34,313,763
1,062 24,426,025 24,427,087
(910,334) (16,573,070) (17,483,404)
$ 7,881,870 483,481,178 491,363,048

Donor-restricted and board-designated endowment net asset composition is as follows as of June 30, 2023

and 2022:

Donor-restricted endowment funds
Board-designated endowment funds

2023

Without donor

restrictions

With donor

restrictions Total
— 483,481,178 483,481,178
7,881,870 — 7,881,870
7,881,870 483,481,178 491,363,048
18
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2023 and 2022

Donor-restricted endowment funds
Board-designated endowment funds

2022
Without donor With donor
restrictions restrictions Total
$ — 442,913,586 442,913,586
7,192,016 — 7,192,016
$ 7,192,016 442,913,586 450,105,602

From time to time, certain donor-restricted endowment funds may have fair values less than the amount
required to be maintained by donors or by law (underwater endowments). At June 30, 2023, funds with

original gift values of $26,518,920, fair values of $24,224,053 and deficiencies of $2,294,867 were reported
in net assets with donor restrictions. At June 30, 2022, funds with original gift values of $36,488,605, fair
values of $33,293,532 and deficiencies of $3,195,073 were reported in net assets with donor restrictions.

Net assets with donor restrictions are restricted for the following purposes:

The portion of endowment funds that is required to be
retained permanently either by explicit donor stipulation
or by HUPMIFA

The portion of the perpetual endowment funds subject to
time restriction under HUPMIFA with purpose restrictions

The portion of net assets, excluding endowment funds,
subject to purpose restrictions

Contribution and other receivables, net

Beneficial interest in trusts held by others

Split-interest agreements, net and other assets

Total net assets with donor restrictions

(a) Interpretation of Relevant Law

2023 2022
335,222,544 319,751,830
148,258,634 123,161,757
153,830,872 139,830,613

83,363,430 87,287,681
28,673,526 29,411,668
7,219,741 7,432,623
756,568, 747 706,876,172

The Foundation is subject to Hawaii’s Uniform Prudent Management of Institutional Funds Act
(HUPMIFA), which was enacted by the State of Hawaii on July 1, 2009, and thus classified in its
donor-restricted endowment funds as net assets with donor restrictions because those net assets are
time restricted until the Board of Trustees appropriates such amounts for expenditure. Most of those
net assets are also subject to purpose restrictions that must be met before reclassifying those net
assets to net assets without donor restrictions. The Board of Trustees of the Foundation has
interpreted HUPMIFA as not requiring the maintenance of purchase power of the original gift amount
contributed to an endowment fund, unless a donor stipulates the contrary. As a result of this
interpretation, when reviewing its donor-restricted endowment funds, the Foundation considers a fund
to be underwater if the fair value of the funds is less than the sum of (a) the original value of initial and
subsequent gifts donated to the fund, and (b) any accumulations to the fund that are required to be
maintained in perpetuity in accordance with the direction of the applicable donor gift instrument. The
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UNIVERSITY OF HAWAII FOUNDATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2023 and 2022

Foundation has interpreted HUPMIFA to permit spending from underwater funds in accordance with
the prudent measure required under the law. Additionally, in accordance with HUPMIFA, the
Foundation 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 appreciation of investments
(6) Other resources of the organization

(7) The investment policies of the organization

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the organization must hold in perpetuity or for a donor-specified periods, as
well as board-designated funds. Under this policy, as approved by the Board of Trustees, the
endowment assets are invested in a manner that is intended to produce results that exceed the price
and yield results of the S&P 500 index while assuming a moderate level of investment risk. The
Foundation expects its endowment funds, over time, to provide an average rate of return of
approximately 5.5% annually (including inflation). 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 Foundation relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). The Foundation targets a diversified asset allocation that places
a greater emphasis on equity-based investments to achieve its long-term return objectives within
prudent risk constraints.

Spending Policy

The Foundation has a policy of appropriating for distribution each year up to 6% of its endowment
fund’s average fair value over the prior 12 quarters through the calendar year-end preceding the fiscal
year in which the distribution is planned. In establishing this policy, the Foundation considered the
long-term expected return on its endowment. Accordingly, over the long term, the Foundation expects
the current spending policy to allow its endowment to grow at an average of 5.5% annually. This is
consistent with the organization’s objective to maintain the purchasing power of the endowment assets
held in perpetuity or for a specified term, as well as to provide additional real growth through new gifts
and investment return.
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June 30, 2023 and 2022

Transactions with the University

The Foundation has an agreement with the University to provide fund-raising and alumni services through
June 30, 2023. Annual compensation from this agreement amounted to $3 million for each of the years
ended June 30, 2023 and 2022. Under separate agreements to provide fund-raising and alumni services
for individual University units, compensation amounted to $420,667 and $457,905 for the years ended
June 30, 2023 and 2022, respectively. For these payments, sources other than the University tuition and
fees special fund were used.

Functional Expenses

Expenses by natural and functional classification for the year ended June 30, 2023, with comparable totals
for June 30, 2022, were as follows:

Program services Supporting services
Administrative,
Extension Student Faculty management,
and public  Academic aid and and staff Capital Special and fiscal 2023 2022
services support  Research  services support projects  Athletics  programs Other services  Development  Total Total
Expenses:
Salaries and wages $ - - - - - - - 2,007 — 3261306 562801 8886204 8084932
Employee benefits 1,000 79,806 1487 537 - - 1815 52968 - 94265 1467806 253684 2277407
Professional services 173696 1019755 653,895 33890 345416 3690 U4 104529 56,776 611,065 28929 4319817 3986310
Office expenses W3BL 2095267 523,946 56,393 251901 2093 1925201 15147 45,7% 250375 30465 7721665 6438480
Exuipment 145,881 330600 3,950,374 3660 56,302 258,624 251,292 686,581 2790 249,300 623924 6581328 4456027
Occupancy 10547 75,609 U1 5973 3311 2,706 20,231 121,281 932 282,543 268,571 798961 793,083
Bad debt expense 935 208917 59,640 (152,640) 41 50 70280 212,948 (22,311) 89,465 (1,609) 26046 4486706
Travel 20,250 646,957 156,642 90,643 323638 18 680377 42929 1710 33938 267 24056% 1181838
Affilate research agreement 367282 1406818 6,232,629 498724 1660940 620,298 — 3273060 214073 - — 1423824 16010723
Student scholarshipsfgrants 3400 391618 36240 14759297 38300 - 400,440 735,768 258,300 - — 16623363 13988854
Grants (64510) 1495910 2465 11,500 9,713 - 930,505 536,504 17,650 - — 3026737 1018493
Other 8923 60,24 25,679 167 173 18 81,819 70011 7653 10415 417,092 682774 1054313

Totalexpenses § 900655  T8ILABL 11643238 15308744 2777185 1308371 4486432 8703820 35369 5712672 9070236 68078159 63,777,166

Liquidity and Availability

The Foundation receives significant contributions with donor restrictions to be used in accordance with the
associated purpose restrictions. It also receives gifts to establish endowments that will exist in perpetuity;
the income generated from such endowments is used to fund programs. In addition, the Foundation
receives support without donor restrictions; such support approximated 0.7% of annual program funding
needs, with the remainder funded by investment income, appropriated earnings from gifts with donor
restrictions, and service fees from the University as described in note 10.

The Foundation considers investment income, appropriated earnings from donor-restricted and
board-designated (quasi) endowments, contributions without donor restrictions, and contributions with
donor restrictions for use in current programs that are ongoing, major, and central to its annual operations
to be available to meet cash needs for general expenditures. General expenditures include administrative
and general expenses, fundraising expenses, and program expenses expected to be paid in the
subsequent year. Annual operations are defined as activities occurring during the Foundation’s fiscal year.
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The Foundation manages its cash available to meet general expenditures following three guiding
principles:

e Operating within a prudent range of financial soundness and stability,

e Maintaining adequate liquid assets, and

¢ Maintaining sufficient reserves to provide reasonable assurance that long-term commitments and
obligations under endowments with donor restrictions and quasi-endowments that support mission
fulfillment will continue to be met, ensuring the sustainability of the Foundation.

The table below presents financial assets available for general expenditures within one year at June 30,

2023:
2023
Financial assets at year-end:
Cash and cash equivalents $ 13,066,086
Restricted cash held with trustee 15,781,805
Contributions receivable, net 78,973,441
Other receivables 4,240,012
Investments 671,151,004
Beneficial interest in trusts held by others 28,673,526
Total financial assets 811,885,874
Less amounts not available to be used within one year:
Restricted by donor with purpose restrictions (153,830,872)
Subject to appropriation and satisfaction of donor restrictions (491,363,048)
Investments in non-liquid securities (105,603)
Investments held in custodial and non-custodial trusts (46,985,077)
Contribution receivable — for restricted gifts, net (78,927,439)
Financial assets not available to be used within one year (771,212,039)

Financial assets available to meet general expenditures within one year $ 40,673,835

(13) Subsequent Events

The Foundation has evaluated subsequent events from the balance sheet date through November 6, 2023,
the date at which the consolidated financial statements were available to be issued noting the following
items to disclose.
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UHF RISE STUDENT HOUSING LLC
Statement of Financial Position

June 30, 2023

Assets

Cash and cash equivalents

Assets whose use is limited or restricted
Receivables

Investments

Construction in progress

Prepaid expenses

Right of use asset

Total assets
Liabilities and Member’s Deficit
Liabilities:
Accounts payable

Long-term debt
Lease liability

Total liabilities
Member’s deficit

Total liabilities and member’s deficit

See accompanying independent auditors’ report.
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2,355
15,779,391
244,123
20,417,986
69,803,569
198,491
9,062,884

115,508,799

15,086,109
92,865,611
9,062,884

117,014,604
(1,505,805)

115,508,799




UHF RISE STUDENT HOUSING LLC
Statement of Activities

Year ended June 30, 2023

Revenue:
Rental income
Investment income, net

Operating expenses:
Rent
Start-up costs
Tech supplies and support
Amortization
Taxes
Other

Total expenses

Net loss

See accompanying independent auditors’ report.
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11,425
17,921

29,346

300,000
109,939
18,100
94,656
74,075
1,696

598,466

(569,120)






