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Board of Directors
Oklahoma State University Research Foundation, Inc.
Report on the financial statements

We have audited the accompanying financial statements of Oklahoma State University Research
Foundation, Inc., (“OSURF”), which comprise the statements of net position as of June 30, 2016
and 2015, and the related statements of revenues, expenses and changes in net position and cash
flows for the years then ended, and the related notes to the financial statements.
Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
did not audit the financial statements of Cowboy Technologies, LLC, an investment which is
accounted for by the equity method of accounting. The investment in Cowboy Technologies,
LLC, was $759,440 and $1,279,158 as of June 30, 2016 and 2015, respectively, and the equity in
its net loss was $(723,791) and $(333,714) for the years then ended, respectively. Those
statements were audited by other auditors, whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for the investment in Cowboy Technologies,
LLC is based solely on the report of the other auditors. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd

1

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to OSURF’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of OSURF’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
Opinions

In our opinion based on our audits and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of
Oklahoma State University Research Foundation, Inc. as of June 30, 2016 and 2015, and the
respective changes in its net position and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.
Other matters
Required supplementary information

Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis on pages i to vii be presented to supplement the basic
financial statements. Such information, although not a required part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. This required supplementary information is the
responsibility of management. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America. These limited procedures consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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Other reporting required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated October
31, 2016, on our consideration of the OSURF’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the OSURF’s internal control over financial reporting and
compliance.
GRANT THORNTON LLP

Oklahoma City, Oklahoma
October 31, 2016
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Oklahoma State University
OSU Research Foundation, Inc.
STATEMENTS OF NET POSITION
June 30,
2016
ASSETS
Current assets
Cash and cash equivalents
Accounts receivable, net
Interest receivable
Loan receivable, net
Investments
Total current assets

$

Noncurrent assets
Capital assets, net of accumulated depreciation
Total noncurrent assets

174,973
2,932,424
741,391
3,367,073
7,215,861

2015

$

674,304
627,168
485,620
2,900,000
3,888,554
8,575,646

427,755
427,755

437,815
437,815

7,643,616

9,013,461

LIABILITIES
Current liabilities
Accounts payable
Due to Oklahoma State University
Deposits
Accrued compensated absences
Total current liabilities

173,937
2,270,466
2,222
155,732
2,602,357

130,609
2,712,525
2,222
129,333
2,974,689

TOTAL LIABILITIES

2,602,357

2,974,689

427,755

437,815

1,248
4,932
4,607,324
5,041,259

4,932
5,596,025
6,038,772

TOTAL ASSETS

NET POSITION
Invested in capital assets, net of debt
Restricted for:
Expendable
Scholarships, research, instruction and other
Capital projects
Unrestricted
$

TOTAL NET POSITION

$

The accompanying notes are an integral part of these financial statements.
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Oklahoma State University
OSU Research Foundation, Inc.
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Year ended June 30,

Operating revenues
Federal grants and contracts
Auxiliary revenue
Mike Morgan Building
OSU Research Park
Eastgate Property
Service agreement
Other operating revenues
Total operating revenues

$

Operating expenses
Compensation and employee benefits
Contractual services
Supplies and materials
Utilities
Communication
Other operating expenses
Depreciation expense
Total operating expenses
Operating income
Nonoperating revenues (expenses)
Investment income
Equity in (loss) income of investees
Bad debt expense
Net nonoperating expenses
Income (loss) before other revenues, expenses, gains and losses

2016

2015

4,242,273 $

4,468,037

277,994
82,978
4,550,000
54,095
9,207,340

308,197
246,488
72,307
110,921
5,205,950

3,092,531
540,742
214,402
51,118
10,159
1,137,105
10,060
5,056,117

2,957,194
618,357
326,305
45,532
13,667
815,214
10,060
4,786,329

4,151,223

419,621

251,164
(723,791)
(6,450,000)
(6,922,627)

261,758
(333,714)
(71,956)

(2,771,404)

347,665

1,773,891

Capital provided by affiliates

(997,513)

Net increase (decrease) in net position
Net position - beginning of year
$

Net position - end of year

347,665

6,038,772

5,691,107

5,041,259 $

6,038,772

The accompanying notes are an integral part of these financial statements.
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Oklahoma State University
OSU Research Foundation, Inc.
STATEMENTS OF CASH FLOWS
Year ended June 30,
2016
Cash flows from operating activities
Grants and contracts
Other operating receipts
Payments to OSU employees for salaries and benefits
Payments to suppliers

$

3,969,690 $
2,932,394
(3,081,085)
(2,337,304)
1,483,695

Net cash provided by operating activities
Cash flows from investing activities
Purchases of investments
Proceeds from sales of investments
Investment (gains) losses

2015
4,857,851
808,772
(3,010,793)
(1,863,656)
792,174

(204,073)
16,584
(19,428)

(3,465,556)
7,335,016
(295,270)

Net cash provided by (used in) investing activities

(206,917)

3,574,190

Cash flows from capital and related financing activities
Repayments for note payable
Payments for loan receivable
Payments for advances to affiliates
Capital provided by affiliates

(1,000,000)
(2,550,000)
1,773,891

(4,673,064)
(1,000,000)
-

(1,776,109)

(5,673,064)

(499,331)

(1,306,700)

674,304

1,981,004

Net cash used in capital and related financing activities
Net (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

174,973 $

674,304

$

4,151,223 $

419,621

10,060

10,060

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided by operating activities
Depreciation expense
Changes in assets and liabilities
Accounts receivable
Accounts payable
Due to Oklahoma State University
Unearned revenue
Deposits
Compensated absences

(2,305,256)
43,328
(442,059)
26,399
$

Net cash provided by operating activities

1,483,695 $

The accompanying notes are an integral part of these financial statements.
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464,349
(14,572)
(34,189)
(5,898)
2,222
(49,419)
792,174

Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations
The Oklahoma State University Research Foundation, Inc. (“OSURF”), formerly Oklahoma State University
Center for Innovation and Economic Development, Inc. through June 18, 2015, is a nonprofit corporation
founded in 1967, established to engage in research, extension and academic contractual arrangements for the
benefit and advancement of Oklahoma State University (the “University”). OSURF receives and administers
funds from Federal and state organizations and from private sources for the purpose of carrying out the
educational, research and economic development programs of the University.
Reporting Entity
The financial reporting entity, as defined by Governmental Accounting Standards Board (“GASB”) Statement
No. 14 and 61, consists of the primary government, organizations for which the primary government is
financially accountable and other organizations for which the nature and significance of their relationship with
the primary government are such that exclusion could cause the financial statements to be misleading or
incomplete. Accordingly, the financial statements include the accounts of Oklahoma State University Research
Foundation, Inc. (“OSURF”), as the primary government, and the accounts of OSU-Enterprise Center, LLC
(“OSU EC”), collectively referred to as “OSURF”. OSU EC is an Oklahoma not-for-profit corporation which
was formed on June 12, 2006 exclusively to support the activities, affairs and programs of OSURF.
Accordingly, OSU EC has been reported as a blended component unit in the financial statements.
OSURF is governed by a board of directors comprised primarily of management of the University. In addition,
University employees and facilities are used for virtually all activities of OSURF. Accordingly, OSURF is a
component unit of the University and is included in the financial statements of the University.
Financial Statement Presentation
OSURF is an integral component unit of the University and, as such, the financial activity of OSURF is
combined with other University activity and reported in the University’s financial statements. Therefore, the
financial statements of OSURF have been presented consistent with the University’s financial statements rather
than in accordance with the provisions of the Financial Accounting Standards Board’s (“FASB”) Statement
No. 117, Financial Statements of Not-for-Profit Organizations.
As a component unit of the State of Oklahoma, the University (which includes OSURF) presents its financial
statements in accordance with requirements of GASB Statement No. 34, Basic Financial Statements and
Management Discussion and Analysis for State and Local Governments and GASB Statement No. 35, Basic Financial
Statements and Management’s Discussion and Analysis for Public Colleges and Universities. The financial statement
presentation required by GASB No. 34 and No. 35 provides a comprehensive, entity-wide perspective of
OSURF’s assets, liabilities, net position, revenues, expenses, changes in net position and cash flows.
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Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basis of Accounting
For financial reporting purposes, OSURF is considered a special-purpose government entity engaged only in
business-type activities. Accordingly, OSURF’s financial statements have been presented using the economic
resources measurement focus and the accrual basis of accounting. Under the accrual basis, revenues are
recognized when earned, and expenses are recorded when an obligation has been incurred. All significant
intra-agency transactions have been eliminated.
Cash Equivalents
OSURF considers all highly liquid investments with an original maturity of three months or less to be cash
equivalents.
Investments
OSURF accounts for its investments at fair value in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Certain Investments and for External Investment Pools. Changes in unrealized gain (loss) on the
carrying value of investments are reported as a component of investment income in the statements of revenues,
expenses and changes in net position.
OSURF accounts for its investment in Cowboy Technologies, LLC, a related party, in accordance with GASB
Statement No. 39, Determining whether Certain Organization Are Component Units. This investment is valued using
the equity method and changes in the equity valuation are reported as equity in income (loss) of investees in
the statements of revenues, expenses, and changes in net position.
Accounts Receivable
Accounts receivable consist of amounts due from the Federal government, state and local governments or
private sources in connection with reimbursement of allowable expenditures made pursuant to OSURF’s
grants and contracts. Accounts receivable are recorded net of estimated uncollectible amounts.
Capital Assets
Capital assets are recorded at cost at the date of acquisition, or fair market value at the date of donation in the
case of gifts. For equipment, OSURF’s capitalization policy includes all items with a unit cost of $5,000 or
more, and an estimated useful life of greater than one year. Renovations to buildings, infrastructure and land
improvements that significantly increase the value or extend the useful life of the structure are capitalized.
Routine repairs and maintenance are charged to operating expense in the year in which the expense was
incurred.
Depreciation is computed using the straight-line method over the estimated useful lives of the assets, generally
40 years for buildings and five to seven years for equipment.

8

Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Capital Assets - Continued
Costs incurred during construction of long-lived assets are recorded as construction in progress and are not
depreciated until placed in service. OSURF capitalizes interest as a component of capital assets constructed
for its own use. In 2015 and 2014, there was no interest incurred for capital projects.
Unearned Revenues
Unearned revenues include amounts received for certain auxiliary and endowment activities prior to the end
of the fiscal year but related to the subsequent accounting period. Unearned revenues also include amounts
received from grant and contract sponsors that have not yet been earned.
Compensated Absences
The liability and expense incurred for employee vacation pay are recorded as accrued compensated absences
in the statements of net position, and as a component of compensation and benefit expense in the statements
of revenues, expenses and changes in net position.
Net Position
OSURF’s net position is classified as follows:
Invested in capital assets, net of related debt: This represents OSURF’s total investment in capital assets, net of
outstanding debt obligations related to those capital assets. To the extent debt has been incurred but not yet
expended for capital assets, such amounts are not included as a component of invested in capital assets, net of
related debt.
Restricted net position - expendable: Restricted expendable net position includes resources in which OSURF is
legally or contractually obligated to spend resources in accordance with restrictions imposed by external third
parties.
Unrestricted net position: Unrestricted net position represents resources derived from the recovery of facilities and
administrative costs and services of auxiliary operations. These resources are used for transactions relating to
the educational and general operations of OSURF, and may be used at the discretion of the governing board
to meet current expenses for any purpose.
When an expense is incurred that can be paid using either restricted or unrestricted resources, OSURF’s
policy is to use prudent decision processes to determine which resources will be applied based on
availability of funding, donor intent, and returns available from idle funds.

9

Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Income Taxes
OSURF is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code for activities
which relate to its exempt purpose. There were no unrelated business income taxes incurred in either 2016 or
2015. OSURF believes that it has appropriate support for any tax positions taken, and as such does not have
any uncertain tax positions that are material to the financial statements. Generally, OSURF is no longer subject
to income tax examination by federal, state or local tax authorities for years prior to fiscal year ended in 2013.
Classification of Revenues
OSURF has classified its revenues as either operating or nonoperating according to the following criteria:
Operating revenues: Operating revenues include activities that have the characteristics of exchange transactions,
such as sales and services of auxiliary enterprises and most Federal, state and local grants and contracts.
Nonoperating revenues: Nonoperating revenues include activities that have the characteristics of nonexchange
transactions, such as gifts and contributions, and other revenue sources that are defined as nonoperating
revenues by GASB Statement No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and
Governmental Entities That Use Proprietary Fund Accounting, and GASB Statement No. 34, such as investment
income.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America require management to make estimates and assumptions that affect certain reported
amounts and disclosures; accordingly, actual results could differ from those estimates.
New Pronouncements
In June 2015, GASB issued Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans. This Statement replaces Statements No. 43, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans, as amended, and No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans.
The objective is to improve the usefulness of information about postemployment benefits other than pensions.
The provisions of this Statement are effective for fiscal years beginning after June 15, 2016. Earlier application
is encouraged.
In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions. This replaces the requirements of Statements No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers and
Agent Multiple-Employer Plans, for OPEB. The objective is to improve accounting and financial reporting by
state and local governments for postemployment benefits other than pensions. This Statement is effective for
fiscal years beginning after June 15, 2017. Earlier application is encouraged.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
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Oklahoma State University
Research Foundation, Inc.
June 30, 2016 and 2015
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
In August 2015, GASB issued Statement No. 77, Tax Abatement Disclosures. This statement requires disclosure
of tax abatement information about a reporting government’s own tax abatement agreements and those that
are entered into by other governments and that reduce the reporting government’s tax revenues. This
Statement is effective for periods beginning after December 15, 2015. Earlier application is encouraged.
In December 2015, GASB issued Statement No. 78, Pensions Provided Through Certain Multiple-Employer Defined
Benefit Pension Plans. This statement amends the scope and applicability of Statement No. 68 to exclude pensions
provided to employees of state or local governmental employers through a cost-sharing multiple-employer
defined benefit pension plan that meet certain requirements. This Statement is effective for periods beginning
after December 15, 2015. Earlier application is encouraged.
In December 2015, GASB issued Statement No. 79, Certain External Investment Pools and Pool Participants. This
Statement establishes criteria for an external investment pool to qualify for making the election to measure all
of its investments at amortized cost for financial reporting purposes. This Statement is effective for periods
beginning after June 15, 2015, except for certain provisions on portfolio quality, custodial credit risk, and
shadow pricing. Those provisions are effective for periods beginning after December 15, 2015. Earlier
application is encouraged.
In January 2016, GASB issued Statement No. 80, Blending Requirements for Certain Component Units – An
Amendment of GASB Statement No. 14. This Statement amends the blending requirements for the financial
statement presentation of component units of all state and local governments. The additional criterion requires
blending of a component unit incorporated as a not-for-profit corporation in which the primary government
is the sole corporate member. The additional criterion does not apply to component units included in the
financial reporting entity pursuant to the provisions of GASB Statement No. 39. This Statement is effective
for periods beginning after June 15, 2016. Earlier application is encouraged.
In March 2016, GASB issued Statement No. 81, Irrevocable Split-Interest Agreements. This Statement provides
recognition and measurement guidance for situations in which a government is a beneficiary of the agreement.
This Statement is effective for periods beginning after December 15, 2016. Earlier application is encouraged.
In March 2016, GASB issued Statement No. 82, Pension Issues – An Amendment of GASB Statements No. 67, No.
68, and No. 73. This Statement addresses issues regarding (1) the presentation of payroll-related measures in
required supplementary information, (2) the selection of assumptions and the treatment of deviations from the
guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the classification of
payments made by employers to satisfy employee contribution requirements. This Statement is primarily
effective for periods beginning after June 15, 2016, with certain exceptions noted in the Statement. Earlier
application is encouraged.
Management has not yet determined the effect, if any, of adoption of the new GASB statements for the
financial statements.
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Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS
Cash and Cash Equivalents
At June 30, 2016 and 2015, the carrying amount of OSURF’s cash and cash equivalents was $174,973 and
$674,304, respectively. These amounts consisted of deposits with the State Treasurer ($0 and $499,910), and
U.S. financial institutions ($174,973 and $174,394).
The State Treasurer requires that all state funds are either insured by the Federal Deposit Insurance
Corporation (“FDIC”), collateralized by securities held by the cognizant Federal Reserve Bank or invested in
U.S. Government obligations. OSURF’s deposits with the State Treasurer are pooled with funds of other state
agencies, and then in accordance with statutory limitations, placed in financial institutions or invested as the
State Treasurer may determine, in the State’s name.
OSURF requires that balances on deposit with financial institutions be insured by the FDIC or collateralized
by securities held by the cognizant Federal Reserve Bank, in OSURF’s name.
Investments
Credit Risk. State law limits investments in obligations of state and local governments to the highest rating
from at least one nationally recognized rating agency acceptable to the State Treasurer. Additionally, it is
OSURF’s policy to limit its investments in municipal and corporate bonds to the top two ratings issued by
nationally recognized statistical rating organizations. As of June 30, 2016 and 2015, OSURF’s investments in
municipal and corporate bonds were rated AAA by Standard & Poor’s, and AAA by Moody’s Investors Service.
In fiscal year 2016, the OSURF board authorized a change to the investment policy to allow investment in
equities.
At June 30, the fair value of the OSURF’s investments consisted of the following:
U.S. Government securities
Corporate bonds and notes
Money funds
Equity securities
Equity in Cowboy Technologies, LLC (Note 10)

2016
$447,172
198,981
93,138
1,868,342
759,440
$3,367,073

2015
$447,385
198,272
60,719
1,903,020
1,279,158
$3,888,554

Interest Rate Risk. OSURF’s investment policy does not specifically limit the investment portfolio to maturities
of less than one year. OSURF is responsible for determining the operating cash flow requirements and insure
that adequate funds are available to service routine needs. In determining liquidity needs, the appropriate mix
of short-term, intermediate and long-term investments will be evaluated. The University’s Investment
Committee and OSURF’s Board of Directors are responsible for evaluating investment performance.
OSURF’s investments are categorized by maturity dates to reflect the fair values that are sensitive to changes
in interest rates.
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Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS - CONTINUED
Investments - Continued
OSURF’s investment schedule by maturity date as of June 30, 2016 is as follows:
Maturity Year
Ending June 30
2017
2018
2019
2020
2021
2022-2026

U.S.
Government
Securities
$ 94,165
62,239
53,888
19,491
27,384
190,005

Corporate
Bonds and
Notes
$
25,856
18,006
27,774
25,359
101,986

$ 447,172

$ 198,981

$

$

Investments not subject to maturity dates:
Money funds
Equity securities
Equity in Cowboy Technologies, LLC

Total
94,165
88,095
71,894
47,265
52,743
291,991
646,153
93,138
1,868,342
759,440

Total Investments

$ 3,367,073

NOTE 3 - ACCOUNTS RECEIVABLE
Accounts receivable consisted of the following at June 30:
Federal, state and private grants and contracts
Service agreement
Private companies

$

Less allowance for doubtful accounts
$

2016
882,424
2,050,000
2,932,424
2,932,424

$

$

2015
609,841
20,203
630,044
2,876
627,168

NOTE 4 – LOAN RECEIVABLE
Loan receivable consists of advances made to OSU – University Multispectral Laboratories, L.L.C. (“OSUUML”) to fund operations and satisfy outstanding obligations. The loan is uncollateralized and payable on
demand. The interest rate is 4% plus “30-day LIBOR” on the outstanding principal balance and is accrued
monthly. Interest receivable includes $737,503 and $480,638 for fiscal year 2016 and 2015, respectively, on
this loan which OSURF has determined to be fully collectible.
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Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 4 – LOAN RECEIVABLE - CONTINUED
Following is a summary of the loan receivable at June 30:
2016
Outstanding advances
Allowance for loan losses

2015

$

7,000,000
(7,000,000)

$

6,000,000
(3,100,000)

$

-

$

2,900,000

NOTE 5 - CAPITAL ASSETS
Following are the changes in capital assets for the years ended June 30, 2016 and 2015:
2016

Balance
June 30,
2015
Capital assets not being depreciated
Land
Total capital assets not being depreciated
Other capital assets
Buildings
Furniture, fixtures and equipment

Additions

Retirements

Balance
June 30,
2016

Transfers

$

112,923 $

- $

- $

- $

112,923

$

112,923 $

- $

- $

- $

112,923

$

391,526 $
428,598

- $
-

- $
-

- $
-

391,526
428,598

Total other capital assets
Less accumulated depreciation for
Buildings
Furniture, fixtures and equipment

820,124

-

-

-

820,124

(81,163)
(414,069)

(10,060)
-

-

-

(91,223)
(414,069)

Total accumulated depreciation

(495,232)

(10,060)

-

-

(505,292)

$

324,892 $

(10,060) $

- $

- $

314,832

$

112,923 $
820,124

- $
-

- $
-

- $
-

112,923
820,124

Other capital assets, net
Capital asset summary:
Capital assets not being depreciated
Other capital assets, at cost
Total cost of capital assets
Less accumulated depreciation
Capital assets, net

$

933,047
(495,232)

(10,060)

-

-

933,047
(505,292)

437,815 $

(10,060) $

- $

- $

427,755
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Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 5- CAPITAL ASSETS - CONTINUED
2015
Balance
June 30,
2014
Capital assets not being depreciated
Land
Total capital assets not being depreciated
Other capital assets
Buildings
Furniture, fixtures and equipment

Additions

Retirements

Balance
June 30,
2015

Transfers

$

112,923 $

- $

- $

- $

112,923

$

112,923 $

- $

- $

- $

112,923

$

391,526 $
614,461

- $
-

- $
-

- $
(185,863)

391,526
428,598

Total other capital assets
Less accumulated depreciation for
Buildings
Furniture, fixtures and equipment

1,005,987

-

-

(185,863)

820,124

(71,103)
(599,932)

(10,060)
-

-

185,863

(81,163)
(414,069)

Total accumulated depreciation

(671,035)

(10,060)

-

185,863

(495,232)

$

334,952 $

(10,060) $

- $

- $

324,892

$

112,923 $
1,005,987

- $
-

- $
-

- $
(185,863)

112,923
820,124

(10,060)

-

(185,863)
185,863

933,047
(495,232)

(10,060) $

- $

Other capital assets, net
Capital asset summary:
Capital assets not being depreciated
Other capital assets, at cost
Total cost of capital assets
Less accumulated depreciation
Capital assets, net

1,118,910
(671,035)
$

447,875 $
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- $

437,815

Oklahoma State University
Research Foundation, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2016 and 2015
NOTE 6 - DUE TO OKLAHOMA STATE UNIVERSITY
The amount due to the University includes amounts owed to University colleges and departments in
connection with certain OSURF grants and contracts that have an overhead distribution that is allocated 40%
to various colleges and departments of the University. The 40% earned for the University is recorded in
working fund accounts and remains in these accounts until a transfer of funds is requested. The amounts due
to the University as of June 30, 2016 and 2015 are as follows:
2016
Working Funds:
Education
Engineering
Agriculture
Veterinary Medicine
Center for Health Sciences
Vice President for Research
Arts and Sciences

$

Enterprise Center
Total Working Funds
Other Amounts due to Oklahoma State University :
Internal sales and services activity
Account deficits covered by OSU
$

651,339
40,761
24,162
4,140
142,668
5,831
-

2015
$

842,079
48,720
24,162
27,007
4,140
120,642
5,831
1,570,211

868,901

2,642,792

8,289
1,393,276

69,733
-

2,270,466

$

2,712,525

In fiscal year 2016, it was determined that working funds associated with the Enterprise Center belong to
OSURF and should not be separately recognized as owed to the University. Accordingly, adjustments were
made during the year to transfer these funds to the appropriate working funds within OSURF. The total of
these adjustments of $1,773,891 is reflected as capital provided by affiliates in the 2016 Statement of Revenues,
Expenses and Changes in Net Position.
Some accounts within OSURF had deficit balances at the end of the fiscal year due to amounts that were
expended for investing purposes as well as advances made to other entities. These deficits are temporarily
covered by the University until such time that funds are received by OSURF to eliminate the deficit balances.
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June 30, 2016 and 2015
NOTE 7 - RISK MANAGEMENT
Due to the diverse risk exposure of the University and its constituent agencies including OSURF, the insurance
portfolio contains a comprehensive variety of coverage. Oklahoma Statutes require participation of all State
agencies in basic tort, educator’s legal liability, property and casualty programs, and fidelity bonding provided
by the Risk Management Division of the Office of Management and Enterprise Services (the “SRMD”). In
addition to these basic policies, the University’s Department of Risk and Property Management establishes
enterprise risk management guidelines for risk assessment, risk avoidance, risk acceptance and risk transfer
The University and individual employees are provided sovereign immunity when performing official business
within the scope of their employment under the Oklahoma Governmental Tort Claims Act. For risks not
protected by sovereign immunity, it is the internal policy of the University’s Risk and Property Management
department to accept initial risk in the form of retention or deductibles only to the extent that funds are
available from the University’s general operations to maintain this risk.
Beyond acceptable retention levels, risk transfer is practiced by purchasing conventional insurance coverage
through an insurance broker or through the SRMD. These coverages are outlined as follows:


The buildings and contents are insured for replacement value. Each loss incident is subject to a $500,000
deductible.



Out-of-state and out-of-country comprehensive general liability, educator’s legal liability including
employment practices, auto liability, aircraft liability, watercraft liability, leased vehicles, equipment, and
fidelity bonds are acquired by the University from the SRMD. To complement coverage provided by State
Statute and to meet specific coverage requirements for special grants and/or contracts, additional coverage
is purchased based on specific departmental and institutional needs and risks, but the related risks are not
considered material to the University as a whole. Claim settlements have not exceeded insurance coverage
in each of the past three fiscal years.

Self-Funded Programs
The University’s life insurance program for the University and its constituent agencies including OSURF, was
self-funded through December 31, 2003. Effective January 1, 2004, life waivers for disabled employees and
their dependents were all that remained in the self-funded plan. Reserves were established at the onset of
disability to pay the claims. Effective January 1, 2004, the University’s life coverage is handled through an
insured plan.
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NOTE 7 - RISK MANAGEMENT - CONTINUED
Self-Funded Programs - Continued
Through June 30, 1999, the University’s health care programs were also self-funded. Effective July 1, 1999,
the University terminated its self-insurance program, and participated in the State self-insurance program
through December 31, 2007. Effective January 1, 2008, the University began participation in an insured
program with BlueCross BlueShield of Oklahoma as the provider. The University believes that there is no
exposure to pay run-off claims for the previous self-insured program at June 30, 2014. Beginning January 1,
2015, the University’s health care program continued as a self-funded program. BlueCross BlueShield is the
third party administrator. The University has employed Lockton Company as a consultant to assist with
premium setting, development of plan features, reserve funding, and use of third party stop loss coverage
insurance.
The University’s workers’ compensation program is self-funded and is administered by a third party. The
University maintains a cash deposit with the administrator and reimburses the administrator for claims paid
and administrative expenses on a monthly basis. Benefits provided are prescribed by state law and include
lump-sum payments for rated disabilities, in addition to medical expenses and a portion of salary loss resulting
from a job-related injury or illness. The University records a liability for workers’ compensation in its financial
statements based on annual actuarial valuations.
The University’s unemployment compensation insurance program is also self-funded. Unemployment
benefits that separated employees receive are determined by Oklahoma Statutes and are administered by the
Oklahoma Employment Security Commission (“OESC”). As a reimbursing employer, the University is billed
quarterly by the OESC for benefits paid to former employees. The Board of Regents for the Oklahoma
Agricultural and Mechanical Colleges requires that the University maintain a minimum of $700,000 in reserve
to cover claims. This minimum cash balance is considered each year during the rate-setting process.
NOTE 8 - RELATED PARTY TRANSACTIONS
A summary of related party transactions during the years ended June 30, 2016 and 2015, including a description
of the relationship and operations are as follows:
Oklahoma State University
Nature of Relationship - OSURF engages in research, extension and academic contractual arrangements for
the benefit and advancement of the University. OSURF receives and administers funds from Federal and State
organizations and from private sources for the purpose of carrying out certain education and research programs
of the University.
Description of Operations - OSURF administers contracts with the National Aeronautics and Space
Administration and the U.S. Department of Defense, among others. The University incurs certain overhead
related expenditures on behalf of OSURF in the administration of the contracts. In return, OSURF allocates
to the University colleges approximately 40% of the facilities and administrative costs recovered under these
contracts. The amounts allocated during the years ended June 30, 2016 and 2015 totaled $270,814 and
$299,105, respectively, which are shown as a reduction to federal grants and contracts revenue.
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NOTE 8 - RELATED PARTY TRANSACTIONS - CONTINUED
Oklahoma State University - Continued
OSURF entered into an agreement for services with the University in fiscal year 2016 to coordinate and manage
certain programs related to research for the benefit of the University. The research functions include the
stewardship and management of University generated intellectual property owned by the Board of Regents for
the Oklahoma Agricultural and Mechanical Colleges for the benefit of the University. Through the Technology
Development Center, OSURF shall provide guidance to research faculty regarding the protection of inventions
and patent applications. OSURF shall market protected technologies for licensing and manage subsequent
royalties. OSURF shall handle the commercialization of University intellectual property through start-up
companies. OSURF shall provide leadership of the National Energy Solutions Institute – Smart Energy Source
Association (NESI-SES), provide supervision of the Energy Resource Operations Center (EROC), and
provide administrative oversight of the OSU-University Multispectral Laboratories. OSURF shall lead the
collaboration of industry partners through the development of the OSURF Energy Park. OSURF shall
coordinate with colleges and departments within the University to initiate development plans for expansion of
facilities and assist faculty with grant and contract proposal and budget development. Under the terms of the
agreement, during fiscal year 2016, the University shall pay OSURF an amount not to exceed $4,750,000. As
of June 30, 2016, OSURF recorded revenue of $4,550,000 for services rendered, of which $2,050,000 is shown
as a receivable from the University.
Cowboy Technologies, LLC
Nature of Relationship – OSURF is the sole member of Cowboy Technologies LLC (“CT”), an Oklahoma
for-profit limited liability company that engages in the development, marketing, and commercialization of
intellectual property. CT is taxed as a corporation and its financials are not reflected on OSURF or the
University’s financial statements.
Description of Operations – CT is an investment interest of OSURF. Though directed by the OSURF Board,
CT’s day-to-day operations and fiscal decisions are under direction of a separate executive officer reporting to
the OSURF Board. The OSURF Board has exclusive and complete authority and discretion to manage the
operations and affairs of CT and to make any and all decisions regarding the business of CT. CT has
investments in Unmanned Cowboys, LLC and OSURF collected rent from Unmanned Cowboys, LLC in the
amount of $4,400 and $3,300 in fiscal year 2016 and 2015, respectively, for spaced leased in the Mike Morgan
Building. During the fiscal year ended June 30, 2016 and 2015, OSURF made investments in CT of $204,073
and $1,201,569, respectively. At June 30, 2016 and 2015 OSURF’s investment in CT is valued at $759,440 and
$1,279,158, respectively.
OSU – University Multispectral Laboratories, L.L.C.
Nature of Relationship – OSU-UML is a nonprofit limited liability company founded for the purposes of
research, development, testing, evaluation, validation, and verification of sensors and other technologies in
support of the global war on terrorism, homeland security, and other related national security requirements for
the benefit of the University.
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NOTE 8 - RELATED PARTY TRANSACTIONS - CONTINUED
Description of Operations – OSU-UML receives and administers funds from Federal and State organizations
and from private sources for the purpose of carrying out certain research programs of the University. In
December 2012, OSURF loaned funds in the amount of $5,000,000 to OSU-UML to fund operations and
satisfy outstanding obligations. The loan is uncollateralized and payable on demand. The interest rate is 4%
plus “30-day LIBOR” on the outstanding principal balance and is accrued monthly. In fiscal year 2014, an
allowance for loan losses related to this loan of $3,100,000 was recorded due to a legal settlement which
reduced available funds. In fiscal year 2016 and 2015, OSURF loaned additional funds in the amount of
$1,000,000 each year to OSU-UML. In fiscal year 2016, an additional allowance of $3,900,000 was recorded.
In fiscal year 2016, OSURF made advances to OSU-UML in the amount of $2,550,000 for which an
allowance for the total of the advances was also recorded. OSURF collected rent from OSU-UML in the
amount of $13,710 and $45,029 in fiscal year 2016 and 2015, respectively, for space leased in the Mike
Morgan Building.
OSU - Technology Development Center
Nature of Relationship – The Technology Development Center (TDC) at Oklahoma Student University was
created to foster the creation of innovative technologies and to manage those technologies and other
intellectual property for the benefit of the University and the public. TDC has been restructured to report to
OSURF.
Description of Operations – The TDC assists faculty and staff, administrators, and students with intellectual
property issues resulting from their scholarly and creative activities. OSURF collected rent form TDC in the
amount of $51,720 and $15,961 in fiscal year 2016 and 2015, respectively.
NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES
OSURF participates in certain Federal grant programs. These programs are subject to financial and
compliance audits by the grantor or its representative. Such audits could lead to requests for reimbursement
to the grantor agency for expenditures disallowed under terms of the grant. Management believes OSURF
has complied with grant requirements and that disallowances, if any, will not be material.
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NOTE 10 – AUXILIARY REVENUE
OSURF entered into a Management and Fiscal Agent Agreement with the University for the fiscal and
operational management of the property and grounds of the OSU Research Park effective July 1, 2014. In
exchange for providing management services, OSURF occupies its office space at no charge. OSURF has
sole authority to operate the grounds and facilities and enter into lease agreements required to perform its
management duties. OSURF retains lease revenues and operates the facility as an at-risk manager. OSURF
collected rent income in the amount of $277,994 and $308,197 for the Mike Morgan Building during fiscal
year 2016 and 2015, respectively. In addition the University transferred funds previously held by the Board
in the amount of $246,488 to OSURF in 2015 for the purposes of the operation of the Mike Morgan Building
and the OSU Research Park.
NOTE 11 – FAIR VALUE MEASUREMENTS
OSURF has the following recurring fair value measurements as of June 30, 2016 and 2015:

Level 1
Inputs

June 30, 2016
Investments
U.S. Government securities
Money market funds
Corporate bonds and notes
Equity securities
Cowboy Technologies, LLC

$

Total investments

Total investments

$

1,961,480

$

60,719
1,903,020
1,963,739
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447,172
198,981
-

Level 3
Inputs
$

646,153

Level 1
Inputs

June 30, 2015
Investments
U.S. Government securities
Money market funds
Corporate bonds and notes
Equity securities
Cowboy Technologies, LLC

93,138
1,868,342
-

Level 2
Inputs

447,385
198,272
645,657

$

759,440

Level 2
Inputs
$

759,440

Total
Fair Value

3,367,073

Level 3
Inputs
$

1,279,158
1,279,158

447,172
93,138
198,981
1,868,342
759,440

Total
Fair Value
$

447,385
60,719
198,272
1,903,020
1,279,158
3,888,554
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June 30, 2016 and 2015
NOTE 11 – FAIR VALUE MEASUREMENTS - CONTINUED
U.S. Government securities and corporate bonds and notes are valued on the basis of evaluated prices
provided by independent pricing services when such processes are believed to reflect the fair market value
of such securities and are classified within Level 2 of the fair value hierarchy.
Money market funds are principally valued at the regular trading session closing price on the exchange or
market in which such funds are principally traded, on the last business day of each period presented and are
classified within Level 1 of the fair value hierarchy.
Equity securities, including securities listed on national and international exchanges, are principally valued at
the regular trading session closing price on the exchange or market in which such securities are principally
traded, on the last business day of each period presented and are classified within Level 1 of the fair value
hierarchy.
Investments in private operating companies consist of direct private common and preferred stock
investments. The transaction price excluding transaction costs is typically the Company’s best estimate of
fair value at inception. When evidence supports a change to the carrying value from the transaction price,
adjustments are made to reflect expected exit values in the investment’s principal market under current
market conditions. These investments in private operating companies are generally based on observable
inputs, and, as such, are categorized in Level 3 of the fair value hierarchy.
NOTE 12 - NATURAL CLASSIFICATIONS WITH FUNCTIONAL CLASSIFICATIONS
OSURF’s operating expenses by functional classification were as follow as of June 30:
Year ended June 30, 2016
Natural classification
Compensation
and employee
benefits

Functional classification

Contractual
services

Supplies and
materials

Utilities

Communication

Other
operating
expenses

Depreciation
expense

Total

Instruction
Research
Academic support
Auxiliary enterprises
Depreciation

$

2,540,998 $
3,666
542,646
5,221
-

183,865 $
25,789
141,387
189,701
-

181,837 $
260
20,365
11,940
-

- $
2,870
48,248
-

2,113 $
5,115
2,931
-

636,615 $
3,762
476,375
20,353
-

- $
10,060

3,545,428
33,477
1,188,758
278,394
10,060

Total expenses

$

3,092,531 $

540,742 $

214,402 $

51,118 $

10,159 $

1,137,105 $

10,060 $

5,056,117
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NOTE 12 - NATURAL CLASSIFICATIONS WITH FUNCTIONAL CLASSIFICATIONS - CONTINUED
Year ended June 30, 2015
Natural classification
Compensation
and employee
benefits

Functional classification

Contractual
services

Supplies and
materials

Utilities

Communication

Other
operating
expenses

Depreciation
expense

Total

Instruction
Research
Academic support
Auxiliary enterprises
Depreciation

$

2,701,393 $
19
250,496
5,286
-

152,169 $
211,255
254,933
-

285,857 $
162
27,632
12,654
-

- $
4,804
40,728
-

2,043 $
9,528
2,096
-

630,731 $
175,022
9,461
-

- $
10,060

3,772,193
181
678,737
325,158
10,060

Total expenses

$

2,957,194 $

618,357 $

326,305 $

45,532 $

13,667 $

815,214 $

10,060 $

4,786,329

NOTE 13 – MANAGEMENT PLAN
OSURF revenues have relied primarily upon sponsored activities from federal grants, contracts, and
cooperative agreements. The number and size of these agreements have declined in recent years. Though
OSURF has made proportional adjustments to operating expenses and carries no long term debt, the
downturn of federal program revenue streams has caused reductions in revenues over the past few years.
Management continues to seek sponsored program opportunities and is currently working on a proposal
to extend an existing NASA contract which management believes has a high probability of being awarded
to the College of Education. OSURF entered into an agreement to manage properties within the OSU
Research Park in fiscal year 2015 and is continuing to focus on commercialization endeavors. As OSURF
transitions to become a contributor to the University’s sponsored research opportunities steps are being
taken to become qualified to receive government contracts. OSURF is working closely with the new
Division in the College of Engineering, Architecture and Technology, Unmanned Systems Research
Institute to bid on government contracts in order to produce revenue. Further, during this transition
period OSU is providing a funding source through a Contract for Services Agreement.
NOTE 14 – SUBSEQUENT EVENTS
OSURF has evaluated events or transactions that occurred subsequent to June 30, 2016 through
October 31, 2016, the date these financial statements were available to be issued, for potential
recognition or disclosure in these financial statements.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS REQUIRED BY GOVERNMENT
AUDITING STANDARDS

Grant Thornton LLP
211 N Robinson, Suite 1200
Oklahoma City, OK 73102-7148
T 405.218.2800
F 405.218.2801
www.GrantThornton.com

Board of Directors
Oklahoma State University Research Foundation, Inc.
We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
Oklahoma State University Research Foundation, Inc. (“OSURF”) as of and for the year ended
June 30, 2016, and the related notes to the financial statements, which collectively comprise
OSURF’s basic financial statements, and have issued our report thereon dated October 31, 2016.
Our report includes a reference to other auditors who audited the financial statements of Cowboy
Technologies, LLC, as described in our report on OSURF’s financial statements. This report does
not include the results of the other auditors’ testing of internal control over financial reporting
or compliance and other matters that are reported on separately by those auditors.
Internal control over financial reporting

In planning and performing our audit of the financial statements, we considered OSURF’s
internal control over financial reporting (“internal control”) to design audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of internal
control. Accordingly, we do not express an opinion on the effectiveness of OSURF’s internal
control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of OSURF’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in OSURF’s internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
Compliance and other matters

As part of obtaining reasonable assurance about whether OSURF’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.
Intended purpose

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
OSURF’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering OSURF’s internal control and
compliance. Accordingly, this report is not suitable for any other purpose.

Oklahoma City, Oklahoma
October 31, 2016
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