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2019 financials

expenses & grants

Since James B. Duke’s death in 1925, the assets of The Duke Endowment
have achieved significant growth, from $107 million to $3.9 billion. During
the same time, over $4 billion has been distributed in grants.
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2019 investments

During 2019, the investment return on the Endowment’s dlst"buted
portfolio was 11.5 percent. Investment performance over

benefited from increases in global equity and private
capital. The Endowment’s portfolio increased in value

from $3.6 billion to $3.8 billion from December 31, 2018,
to December 31, 2019, impacted by investment returns,
grants and expenses. The Endowment’s total assets

were $3.9 billion at year end.

For the 10-year period ending December 31, 2019, the IN gl’ants
Endowment’s investment portfolio, net of fees, returned Since 1925
9.6 percent annualized, outperforming its policy
benchmark, which was up 6.6 percent, and a 70 percent
MSCI All Country World Index/30 percent Bloomberg
Barclays U.S. Aggregate Bond Index benchmark, which
was up 7.5 percent annualized over the same period.
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Report of Independent Certified Public Accountants

Board of Trustees of The Duke Endowment

We have audited the accompanying financial statements of The Duke Endowment (the “Endowment”),
which comprise the statement of financial position as of December 31, 2019, and the related statements of
activities 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 conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the 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 the Endowment’s preparation

and fair presentation of the financial statements in order to design audit procedures that are appropriate

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Endowment’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of The Duke Endowment as of December 31, 2019, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Emphasis of matter

We draw attention to Note 6 to the financial statements, which describes private equity investments valued
at $1,269,000,394 or 33% of net assets as of December 31, 2019. The fair values of such investments have
been estimated by management in the absence of readily determinable fair market values. Management’s
estimates are based on information provided by the fund managers or the general partners of the private
equity investments. Our opinion is not modified with respect to this matter.

Report on 2018 summarized comparative information

We have previously audited the Endowment’s 2018 financial statements (not presented herein), and we expressed
an unmodified audit opinion on those audited financial statements in our report dated May 17, 2019. In our opinion,
the accompanying summarized comparative information as of and for the year ended December 31, 2018 is
consistent, in all material respects, with the audited financial statements from which it has been derived.

MWLLF

Charlotte, North Carolina
June 5, 2020
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Statements of Financial Position

December 31, 2019 (With comparative amounts as of December 31, 2018)

Assets

2019

2018

Cash and cash equivalents

Securities transactions receivable

Investments, at estimated market value (Note 6)
Land, building, furniture and equipment, net

Other assets

Total Assets

Liabilities and Net Assets

$12,727,847
38,474,553
3,812,060,551
38,320,037
1,219,965

$ 3,902,802,953

$ 18,580,910
3,569,305
3,549,867,282
39,691,537
1,086,776

$ 3,612,795,810

Liabilities:
Grants payable
Securities transactions payable
Notes payable

Net deferred excise tax liability

Other liabilities
Total Liabilities

Net assets:
Without donor restrictions
With donor restrictions
Purpose restrictions

Restricted in perpetuity

Total Net Assets

Total Liabilities And Net Assets

See accompanying notes to financial statements.
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$ 20,329,033
5,676,072
32,324,092
15,123,093

20,768,970
$ 94,221,260

$ 4,452,578

3,544,448,037
259,681,078

$ 3,808,581,693

$ 3,902,802,953

$19,036,398
3,659,452
33,549,988
8,593,117

16,160,758
$ 80,999,713

$ 2,597,663

3,269,517,356
259,681,078

$ 3,531,796,097

$ 3,612,795,810




Statements of Activities

For the period Ended December 31, 2019 (With summarized amounts for the year ended December 31, 2018)

Revenue (Loss):

Without Donor
Restrictions

With Donor
Restrictions

TOTAL

2019

2018

Dividends and interest income, net
Contributions received
Other income

Net realized gains on
investment transactions

Loss on disposal of assets

Increase (decrease) in net unrealized
appreciation on assets

Total Revenue

Expenses

$ 40,809,078

2,054,500

$ 42,863,578

$—

191,701,262

228,748,486

$ 420,449,748

$ 40,809,078

2,054,500

191,701,262

228,748,486

$ 463,313,326

$ 38,944,529
6,450,000
289,392

209,608,293
(1,635)

(145,453,661)

$ 109,836,918

Administrative
Program (grantmaking)
Provision for taxes

Increase (decrease) in pension and
postretirement benefit obligation

Total Expenses

Released from
Restrictions (Note 3)

Grants Approved

$13,692,928
8,666,087
2,755,991

4,019,067

$ 29,134,073

145,519,067

(145,519,067)

$13,692,928
8,666,087
2,755,991

4,019,067

$ 29,134,073

$ 11,588,585
7,894,534

4,417,689

(970,996)

$ 22,929,812

Education

Health Care

Child Care
Superannuated Preachers
Building Rural Churches
Operating Rural Churches
Administrative Grants

Special Opportunities

Total Grants Approved

Change in Net Assets

Net Assets at Beginning of Year
NET ASSETS AT END OF YEAR

See accompanying notes to financial statements.

$ 64,509,417
45,372,147
14,283,188

1,975,299
14,014,410
320,500
16,918,696

$ 157,393,657

$ 1,854,915

$ 2,597,663
$ 4,452,578

$—

$ 274,930,681

$ 3,529,198,434
$ 3,804,129,115

$ 64,509,417
45,372,147
14,283,188
1,975,299

14,014,410
320,500
16,918,696

$ 157,393,657

$ 276,785,596

$ 3,531,796,097
$ 3,808,581,693

$ 63,527,491
43,016,643
13,755,462
1,980,592
83,000
13,960,958
323,500
17,411,934

$ 154,059,580

$ (67,152,474)

$ 3,598,948,571
$ 3,531,796,097




Statements of Cash Flows

Year ended December 31, 2019 (with comparative amounts for the year ended December 31, 2018)

Cash Flows From Operating Activities

2019

2018

Change in net assets

Adjustments to reconcile change in net assets to net cash used
in operating activities:

Depreciation expenses

Net realized gains on investment transactions

(Increase) decrease in net unrealized appreciation on assets
Changes in assets and liabilities:

(Increase) decrease in securities transactions receivable

(Increase) decrease in other assets

Increase (decrease) in grants payable

Increase in securities transactions payable

Increase (decrease) increase in other liabilities

Net Cash Used In Operating Activities

Cash Flows From Investing Activities

$ 276,785,596

1,577,662
(191,701,262)
(228,748,486)

(34,905,248)
(133,189)
1,292,635
2,016,620
4,608,212

$ (169,207,460)

$ (67,152,474)

1,553,749
(209,608,293)
145,453,661

(429,703)
2,119,210
(6,183,794)
1,155,795
(645,010)

$ (133,736,859)

Proceeds from sales and maturities of investments
Disbursements for purchase of investments
Proceeds from sale of land, building, furniture and equipment

Disbursements for purchase of land, building, furniture and equipment

Net Cash Provided By Investing Activities

Cash Flows From Financing Activities

$1,936,520,669
(1,771,734,214)

(206,162)

$ 164,580,293

$ 2,058,758,116
(1,914,503,084)
400

(99,231)

$ 144,156,201

Principal payments on notes payable

Net Cash Used In Financing Activities

Net (Decrease) Increase In Cash And Cash Equivalents
Cash And Cash Equivalents At Beginning Of Year
Cash And Cash Equivalents At End Of Year

Supplemental Cash Flow Information

$(1,225,896)
$ (1,225,896)

$ (5,853,063)
18,580,910
$ 12,727,847

$ (1,180,028)
$ (1,180,028)

$ 9,239,314
9,341,596
$ 18,580,910

Cash paid during the year for taxes

Cash paid during the year for interest

See accompanying notes to financial statements.
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$ 2,755,991
$1,279,988

$ 4,417,689
$1,325,856




Notes to Financial Statements

December 31, 2019 (With Comparative Amounts as of December 31, 2018 and Summarized Financial Information for the Year Ended December 31, 2018)

(1) Summary Of Significant Accounting Policies

(a) Organization

The Duke Endowment (“the Endowment”) was established by James B. Duke by Indenture and Deed of Trust of Personalty,
dated December 11, 1924, for specific charitable, educational and religious purposes. The Endowment is to have perpetual
existence. Subsequently, additional amounts were contributed to the Endowment under Items VIII, X, and XI of the Will of
James B. Duke and by gifts from members of Mr. Duke’s family. Additional amounts were also received from The Doris Duke
Trust. The Endowment has been classified as a private foundation and, accordingly, is subject to federal excise taxes imposed
on net investment income, including realized capital gains. The Endowment is exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code.

(b) DUMAC

On July 1, 2007, the Trustees of the Endowment entered into a formal agreement with Duke Management Company
(“DUMAC”), an organization providing investment management services for the Duke University endowment assets, whereby
Duke Management Company would perform investment management services on behalf of the Endowment.

Pursuant to the terms of the arrangement, DUMAC is compensated by the Endowment for its investment management
services at a rate proportionate to the Endowment’s share of the total investment assets managed by DUMAC in comparison
to the total operating expenses of DUMAC, paid annually. For the years ending 2019 and 2018, the Endowment incurred
investment management fees to DUMAC in the amount of $4,186,803 and $4,106,054, respectively. Such fees are netted
against dividends and interest income within the accompanying statement of activities.

(c) Method of Accounting

The Endowment presents its financial statements on an accrual basis in accordance with accounting principles generally
accepted in the United States of America (US GAAP). Certain items are maintained on a cash basis, which is not materially
different from the accrual basis of accounting.

During the years ended December 31, 2019 and 2018, the Endowment had leased certain office facilities and equipment. Such
leases were operating leases and costs were expensed as incurred.

(d) Basis of Presentation

The Endowment is required by the Indenture to use the interest and dividends (Endowment Income) earned on investments
for purposes defined in the Indenture, subject to the defined authority of the trustees to withhold Endowment Income. More
specifically, the Endowment is required by the Indenture to distribute to Duke University a certain amount of Endowment
Income from the Original Corpus, Corpus Item VIII and Corpus Item Xl, subject to a limited right to withhold by the trustees
of the Endowment. The Indenture provides for additional trustee discretion with respect to the disbursement of Endowment
Income to Endowment beneficiaries other than Duke University and also to Duke University out of accounts other than the
three Corpus accounts listed above. In accordance with terms of the Indenture, which established the Endowment, realized
gains and losses arising from investment transactions are considered part of Corpus. For purposes of presentation within the
financial statements, all Corpus accounts are classified as net assets with donor restrictions.

The Endowment has elected to implement the requirements of the Uniform Prudent Management of Institutional Funds Act
"UPMIFA”). As a result of this implementation, the trustees determined that they would classify as donor restricted net assets
maintained in perpetuity (a) the original value of Original Corpus, Corpus VIl and Corpus XI, plus (b) the original value of
subsequent gifts to Corpus, less (c) distributions specified by the donor.

The net assets of the Endowment and changes therein are classified and reported as follows:

. Net Assets without Donor Restrictions — These amounts are free from donor restrictions and are available for
appropriation to the beneficiaries of the Endowment or for similar charitable purposes in accordance with terms of the
Indenture.

. Net Assets with Donor Restrictions — These funds are subject to donor restrictions that will be met by the actions of
the trustees for appropriation to the beneficiaries of the Endowment or for similar charitable purposes in accordance
with terms of the Indenture or under circumstances described in Note 3. Using UPMIFA guidelines, the trustees have
determined that $259,681,078 be classified as net assets with donor restrictions maintained in perpetuity as of December
31, 2019 and 2018. For the same periods, the remaining balance of $3,544,448,037 and $3,269,517,356, respectively,
represent the appreciation in the original values listed above.
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Dividends and interest are reported as increases in net assets without donor restrictions. Realized and unrealized gains and
losses are reported as increases or decreases in net assets with donor restrictions. Expenses and appropriations are recorded as
decreases in net assets without donor restrictions.

The financial statements include certain prior-year summarized comparative financial information in total but not by net asset
class. Such information does not include sufficient detail to constitute a presentation in conformity with US GAAP. Accordingly,
such information should be read in conjunction with the Endowment’s financial statements for the year ended December 31, 2018,
from which the summarized information was derived.

(e) Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits and certain short-term interest-bearing investments held with banks for
beneficiary and expense purposes. The Endowment maintains cash on deposit and the balance, at times, may be in excess of
federally insured limits.

(f) Securities Transactions Receivable

Securities transactions receivable represents investment transactions that have been sold, but not settled. The Endowment
recognizes investment transactions on a trade-date basis. Amounts are recognized in the statements of financial position at fair
market value.

(9) Investments

The Endowment accounts for investments under Accounting Standards Codification (ASC) 958, Not-for-Profit Entities, through
which the Endowment has elected to record investments at estimated fair market value with gains and losses included in the
statements of activities. Realized gains and losses are recognized when securities are sold based on the first-in, first-out method.

(h) Land, Building, Furniture and Equipment

Land, building, furniture and equipment owned by the Endowment are stated at cost at date of acquisition. Useful lives range from
39 years for buildings, 7 years for furniture and 5 years for technological equipment. Depreciation is calculated on the straight-line
basis over the assets’ estimated useful lives, except for land. The Endowment reviews long-lived assets for impairment whenever
events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. An impairment

charge is recognized when the fair value of the asset or group of assets is less than the carrying value. There was no impairment
recognized for the years ended December 31, 2019 and 2018.

(i) Grants Payable

The Endowment records grants payable once the Board of Trustees approves the grant. Once approved, each grantee
organization must sign a grant agreement which stipulates guidelines and related requirements. The grantee must meet the terms
of the signed grant agreement before funds are distributed.

(j) Securities Transactions Payable

Securities transactions payable represents investment transactions that have been purchased, but not settled. The Endowment
recognizes investment transactions on a trade-date basis. Amounts are recognized in the statements of financial position at fair
market value.

(k) Provision for Taxes

The Endowment is exempt from federal income taxes on related income under Section 501(c)(3) of the Internal Revenue

Code and is classified as a private foundation. Accordingly, the Endowment is subject to federal excise taxes imposed on net
investment income, including realized gains. The annual federal excise tax, normally 2%, can be reduced to 1% of net investment
income provided certain requirements are met. In 2018, the Endowment was subject to the 1% excise tax rate. In 2019,
management estimates that the Endowment will pay the 1% excise tax rate. As of December 20, 2019, the federal tax rate
changed to a fixed 1.39% of net investment income and therefore, the net deferred excise tax liability was adjusted accordingly
as of December 31, 2019.

In addition, the Endowment may be required to pay unrelated business income tax incurred through certain private equity
investments. This tax is not material to the financial statements.

The Endowment records deferred excise taxes using the asset and liability method. Under this method, deferred excise taxes are
determined based on temporary differences between the financial statement and tax bases of assets and liabilities using enacted
tax rates expected to be in effect when such amounts are realized or settled.
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(I) Risks and Uncertainties

A significant portion of the Endowment’s assets are held in a variety of investment forms. Investment securities, and other
investments, including alternative investments in general, are exposed to various risks, such as interest rate risk, credit risk, liquidity
risk, foreign currency risk and overall market volatility. Additionally, certain of the Endowment’s alternative investments contain
redemption rights which may be restricted or eliminated by the underlying funds based on the provisions of the fund agreements.
Alternative investment transactions are conducted primarily through secondary markets, and accordingly the risk exists that the
secondary markets could experience fluctuations in liquidity and/or volume, which could impact the estimated fair value of these
alternative investments.

Due to the level of risk associated with certain investment securities, it is possible that changes in values of investment securities
will occur and that such changes could materially affect the amounts reported in the financial statements.

(m) Use of Estimates

Management of the Endowment has made certain estimates and assumptions relating to the reporting of assets, liabilities,
revenues and expenses and the disclosure of contingent assets and liabilities in preparing these financial statements in conformity
with US GAAP. Actual results could differ from these estimates.

Significant items in the Endowment’s financial statements subject to such estimates and assumptions include valuations for certain
investments without readily determinable fair values, and actuarially determined benefit liabilities related to the Endowment’s
pension and other postretirement benefit plans.

(2) Fair Value of Financial Instruments

The estimated fair values of financial instruments have been determined by the Endowment as follows:

Cash and cash equivalents, securities transactions receivable, and liabilities are carried at cost which approximates fair value
because of the short maturity of these instruments.

Investments are carried at estimated fair value, which is generally based on year-end published quotations, except as
discussed below.

Certain Endowment assets that are held in various alternative investments, including limited partnerships that invest in I
the securities of companies, hedge funds and other investments, may not be immediately liquid and do not have a readily

determinable fair value, that is, instruments not listed on national exchanges or over-the-counter markets. The partnerships’

general partners, who must follow the valuation guidelines stipulated in their respective limited partnership agreements,

determine the fair value of such partnership investments. Given the inherent risks associated with this type of investment,

there can be no guarantee that there will not be widely varying gains or losses on these limited partnership investments in

future periods. For its alternative investments, the Endowment is eligible and has utilized the practical expedient method to

measure fair value under generally accepted accounting principles. In accordance with the practical expedient method, the

net asset value (NAV) reported by the underlying alternative investment is concluded to represent the fair value.

(3) Release from Restriction

In December 2009, the Indenture was modified by court order to allow the trustees to expend net assets with donor restrictions
to the extent necessary in the judgment of the trustees for the Endowment to make available to beneficiaries of the Endowment
funds reasonably needed for purposes described in the Indenture, consistent with the fiduciary duty of the trustees to preserve
the Endowment in perpetuity. The modifications were not in effect until after the trustees’ final meeting of the year and did not
affect the financial statements of the Endowment for years ended prior to January 5, 2010.

Under certain circumstances described above, the trustees may be required to transfer net assets with donor restrictions to net
assets without donor restrictions to the extent necessary to comply with the provisions set forth in Section 4942 of the Internal
Revenue Code. As reported on the statement of activities, the trustees determined that in 2019 and 2018 transfers of funds
with donor restrictions in the amounts of $145,519,067 and $136,529,004, respectively, were required. Although the Endowment
does not intend to transfer funds in excess of amounts approved for general expenditures as part of its annual budget process
for operating expenditures and appropriations, trustees could release additional funds from net assets with donor restrictions if
necessary.
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(4) Liquidity

The Endowment manages its financial assets to be available as its operating expenditures, liabilities and other obligations come
due. In addition, the Endowment invests cash in excess of daily requirements in short-term investments or fixed income securities.
Although the Endowment does not intend to spend from its donor restricted net assets, other than amounts appropriated for
general expenditures as part of its annual budget approval and appropriation process, amounts from net assets with donor
restrictions could be made available if necessary. However, donor restricted net assets contain investments with lock-up provisions
that reduce the total investments that could be made available. Other than those amounts restricted in perpetuity, all other donor
restricted net assets can be spent pursuant to the above limitations. To supplement working capital and investment commitments
the Endowment has a line of credit agreement totaling $30,000,000 as of December 31, 2019 with Morgan Stanley Bank, N.A. The
total borrowing rate charged by Morgan Stanley Bank, N.A. is comprised of the variable LIBOR Market Index Rate determined by
market conditions at the time of borrowing plus .75%. At December 31, 2019, there were no outstanding borrowings under these
agreements. The line of credit agreement expires November 2022.

2019 2018

Total assets: $ 3,902,802,953 $ 3,612,795,810
Less:

Assets restricted in perpetuity (259,681,078) (259,681,078)

Illiquid private investments and real assets (1,548,585,313) (1,472,311,091)

Land, building, furniture and equipment, net (38,320,037) (39,691,537)

Other assets (1,219,965) (1,086,776)

Financial assets available within one year $ 2,054,996,560 $ 1,840,025,328

(5) Provision for Taxes and Deferred Excise Tax Liability

During 2019 and 2018, the Endowment recorded a provision for current year estimated excise taxes in the amounts of $2,755,991
and $4,417,689, respectively. This was allocated to the net change in net assets without donor restrictions. The Endowment’s net
deferred excise tax liability was $15,123,093 and $8,593,117 at December 31, 2019 and 2018, respectively, which primarily relates
to unrealized gains on investments. The increase in deferred excise tax liability was $6,529,976 and was allocated to unrealized
appreciation in net assets with donor restrictions for 2019.

The Duke Endowment | 2019 financials n




(6) Investments

Investments are composed of the following:

2019
COST MARKET
Short-term investments $ 342,541,075 $ 342,541,075
Fixed income 172,494,259 170,532,586
Equities 454,845,566 630,307,667
Hedged strategies 581,768,361 828,156,629
Private investments 674,971,882 1,269,000,394
Real assets 438,518,778 539,265,997
Other 52,360,912 32,256,203
$ 2,717,500,833 $ 3,812,060,551

2018
COST MARKET
Short-term investments $ 342,581,105 $ 342,581,105
Fixed income 11,323,868 99,580,793
Equities 461,386,325 532,013,728
Hedged strategies 599,554,546 791,378,452
Private investments 646,895,259 1,182,933,488
Real assets 479,181,967 549,058,681
Other 49,674,999 52,321,035
$ 2,690,598,069 $ 3,549,867,282

At December 31, 2019, the Endowment received collaterals totaling ($10,439,928) for financial instruments. As of December 31,
2018, $9,578,784 were posted as collaterals for financial instruments and thus not readily available for use. Collaterals held are
included in hedged strategies and short-term investments.

The Endowment’s investment classes are described in further detail below. Classes include direct holdings, which are generally
marketable securities, and interests in funds for which the related investment strategies are described.

Short-term investments include cash collateral, money market funds, short-term U.S. Treasury, agency, corporate and other highly
liquid debt securities with an aggregate duration of less than a year.

Fixed income includes non-government U.S. and non-U.S. debt securities, funds holding similar securities and debt-based
derivatives.

Equities include U.S. and non-U.S. stocks, equity-based derivatives and interests in funds that invest predominantly long but also
short stocks.

Hedged strategies primarily include interests in funds that invest both long and short in U.S. and non-U.S. stocks, credit-oriented
securities and arbitrage strategies. Virtually all of the Endowment’s investments in these funds are redeemable, and the underlying
assets of the funds are predominately marketable securities and derivatives.

Private investments primarily include interests in funds or partnerships that hold illiquid investments in venture capital, buyouts
and credit. These funds typically have periods of 10 or more years during which committed capital may be drawn. Distributions
are received through liguidation of the underlying assets of the funds, which are anticipated to occur over the next 4 to 10 years.
Certain private placement securities may also be held.

Real assets include interests in funds or partnerships that hold illiquid investments in residential and commercial real estate,
oil and gas production, energy, other commodities and related services businesses. These funds typically have periods of 10 or
more years during which committed capital may be drawn. Distributions are received through liquidations of the underlying
assets of the funds, which are anticipated to occur over the next 5 to 12 years. Additionally, certain liquid commmodity- and real
estate-related equities, private placement securities and related derivatives are included.

Other includes primarily other derivative instruments.
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As of December 31, 2019, and 2018, redemption frequency and the corresponding notice period for all investments are shown
within the table below. The values of the unfunded commitments included within the following table are as of December 31, 2019.

ASSET CLASS

UNFUNDED
COMMITMENTS

REDEMPTION
FREQUENCY (IN DAYS)
(IF CURRENTLY ELIGIBLE)'

REDEMPTION NOTICE
PERIOD (IN DAYS)

Short-term investments
Fixed income

Equities

Hedged strategies
Private investments
Real assets

Other

1,200,000
257,139,530
182,900,490

daily

1to 30
1to >365
1to >365
N/A

N/A

N/A

1

1to 30
1to 90
30 to 180
N/A

N/A

N/A

The Endowment measures fair value at the price expected to be received to sell an asset or paid to transfer a liability in an

orderly transaction between market participants at the measurement date. The guidance prioritizes the assumptions that market
participants would use in pricing the asset or liability (the “inputs”) into a three-tier fair value hierarchy. This fair value hierarchy
gives the highest priority (Level 1) to quoted prices in active markets for identical assets or liabilities and the lowest priority

(Level 3) to unobservable inputs in which little or no market data exists, requiring enterprises to develop their own assumptions.
Observable inputs that do not meet the criteria of Level 1 and include quoted prices for similar assets or liabilities in active markets
or quoted prices for identical assets and liabilities in markets that are not active, are categorized as Level 2. Level 3 inputs are
those that reflect management’s estimates about the assumptions market participants would use in pricing the asset or liability,
based on the best information available in the circumstances. Alternative investments are typically valued using Level 3 inputs, and
such inputs include information provided by the managers of the underlying funds.

At December 31, 2019, $145,910,864 or 3.8% of the Endowment’s total investments, are valued using Level 3 inputs. At December
31, 2018, $121,982,968, or 3.4% of the Endowment’s total investments, are valued using Level 3 inputs. These items consisted

of alternative investments in private equity funds as well as other alternative investments. The schedule below presents the
Endowment’s financial assets and financial liabilities that are recorded at fair value on a recurring basis, categorized by the level of
inputs utilized in determining the fair value of each.? As of December 31, 2019 and 2018, the Endowment had no material financial
assets or financial liabilities that were measured at fair value on a non-recurring basis.

1 Based on current terms, it is possible that these redemption rights may be restricted or eliminated by the funds in the future in accordance with the underlying fund

agreement.

2 Certain investments that are measured at fair value using the net asset value per share (or its equivalent) practical expedient have not been categorized in the fair value
hierarchy. The fair value amounts presented in this table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of

financial position.
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Quoted Prices Significant
in Active Other Significant

Markets for Observable Unobservable Investments
Identical Items Inputs Inputs Reported
As of December 31, 2019: Fair Value (Level D (Level 2) (Level 3) at NAV
Equities $ 630,307,667 $ 458,426,291 $ 33,034,608 $— $138,846,768
Fixed income 170,532,586 12,688,717 106,791,892 12,251,055 38,800,922
Private investments 1,269,000,394 1,269,653 — 114,694,068 1,153,036,673
Real assets 539,265,997 20,002,092 5,029,813 12,924,906 501,309,186
Hedged strategies 828,156,629 14,295,610 11,888,297 — 801,972,722
Short-term investments 342,541,075 — 342,541,075 — —
Other 32,256,203 1,050,564 25,164,804 6,040,835 —

Total Assets Measured

$ 3,812,060,551

$ 507,732,927

$ 524,450,489

$ 145,910,864

$ 2,633,966,271

on a Recurring Basis

Quoted Prices Significant
in Active Other Significant

Markets for Observable Unobservable Investments
Identical Items Inputs Inputs Reported
As of December 31, 2018: Fair Value (Level 1) (Level 2) (Level 3) at NAV
Equities $ 532,013,728 $ 357,565,810 $ 27,089,697 $— $147,358,221
Fixed income 99,580,793 12,241,028 64,644,921 5,831,500 16,863,344
Private investments 1,182,933,488 673,483 - 102,199,914 1,080,060,091
Real assets 549,058,681 9,937,066 (2,025,675) 7,910,719 533,236,571
Hedged strategies 791,378,452 600,645 10,481,591 — 780,296,216
Short-term investments 342,581,105 — 342,581,105 — —
Other 52,321,035 (522,156) 46,802,356 6,040,835 —

Total Assets Measured

$ 3,549,867,282

$ 380,495,876

$ 489,573,995

$ 121,982,968

$ 2,557,814,443

on a Recurring Basis

The Endowment has included a summary of the investment valuation methodologies in Note 2.

The following summarizes the relationship between cost and market value of investments:

2019 2018
Gross unrealized gain, net of deferred excise tax $1,354,996,927 $1,096,634,151
Gross unrealized loss (275,532,592) (245,918,302)
Excess of Market Over Cost $1,079,464,335 $ 850,715,849
Increase (decrease) in net unrealized appreciation on assets 228,748,486 (145,453,661)
Net realized gains from sale of investments 191,701,262 209,608,293
Total Net Gain $ 420,449,748 $ 64,154,632
Net Investment income 42,863,578 39,072,030

Total Return $ 463,313,326 $ 103,226,662

The gross unrealized gains and losses include $27,694 and $39,738 relating to short-term investments at December 31, 2019 and
2018, respectively, which are recorded in cash and cash equivalents on the statements of financial position.

As discussed in Note 5, net deferred excise taxes of $15,123,093 and $8,593,117 were also allocated to gross unrealized gain in 2019
and 2018, respectively.

At December 31, 2019 and 2018, Duke Energy Corporation common stock represented a concentration of approximately 2% of the
Endowment’s investments.

From time to time the Endowment will participate in a securities lending program. The Endowment loans certain investment
securities for short periods of time in exchange for collateral, consisting mainly of cash and U.S. Government securities, equal to
at least 102% of the fair value of the investment securities on loan. As of December 31, 2019, and 2018, there were no investment
securities on loan.
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As part of its investment strategy, the Endowment invests in certain derivative instruments, typically intended to economically
hedge certain investment positions from fluctuations in market, rate, currency or other identified risks. During fiscal 2019 and 2018,
the Endowment, or external investment managers on the Endowment’s behalf, entered into swap agreements, futures contracts or
forward contracts, and acquired warrants or rights to increase, reduce or otherwise modify investment exposures.

The Endowment’s investment related derivative exposures, categorized by primary underlying risk, are as follows:

Primary underlying risk as Long Short Derivative Derivative Gain/
of December 31, 2019: Notional Notional Assets Liabilities Loss
Equity Price® ‘ $ 561,327,924 $ 226,798,784 $ 30,607,286 $(17,909,582) $ 31,356,446
Interest Rate* ‘ 885,075,350 131,115,084 3,529,512 (662,264) 1,446,877
Commodity Price® ‘ 158,600,962 56,110,880 5,833,163 (9,906,177) (1,813,323)
Credit® ‘ 1,167,457,597 883,562,219 86,678,139 (52,652,689) 2,533,837
Foreign Currency Exchange Rate’ ‘ 97,641,658 362,679,737 3,089,632 (3,515,306) 1,179,695

$ 2,870,103,491 | $1,660,266,704 $129,737,732 $ (84,646,018) $ 34,703,532

Primary underlying risk as Long Short Derivative Derivative Gain/
of December 31, 2018: Notional Notional Assets Liabilities Loss
Equity Price? ‘ $ 506,268,620 $ 271,961,458 $ 22,843,967 $ (43,320,569) $ (57,217,882)
Interest Rate? ‘ 831,172,460 312,721,852 2,005,791 (783,973) 14,316
Commodity Price® ‘ 79,842,640 38,181,639 2,180,135 (2,060,225) (7,202,683)
Credit® ‘ 971,635,220 383,318,699 52,780,020 (12,279,964) (2,916,931
Foreign Currency Exchange Rate’ 83,774,315 461,880,857 6,679,683 (3,246,340) 19,723,492

$ 2,472,693,255 | $1,468,064,505 $ 86,489,596 $ (61,691,071) $ (47,599,688)

As part of relative value strategies, the Endowment and investment managers on the Endowment's behalf entered into credit
default swap derivative transactions on investment grade and high yield securities which typically have terms of five years or
less to buy and sell credit protection. At December 31, 2019 and 2018 the notional of protection sold was $976,925,516 and
$800,765,125 and the notional of protection bought with identical underlying assets was $204,475,948 and $229,447,633,
respectively. These instruments are included in the Credit line of the preceding table.

Includes options, swaps, and futures contracts.
Includes options, swaps, swaptions, and futures contracts.
Includes options and futures contracts.

Includes credit default swaps, swaptions, and credit total return swaps.

N o o AW

Includes options, futures, and forward contracts.
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The Endowment’s investment related derivative assets and liabilities at December 31, by counterparty, are as follows:

CASH COLLATERAL

December 31, 2019: ASSETS LIABILITIES PLEDGED (HELD) NET AMOUNT
Counterparty A $14,104,500 $ (4,548,135) $ (8,010,000) $ 1,546,365
Counterparty B 15,288,253 (4,023,135) (10,799,936) 465,182
Counterparty C 48,613,143 (38,895,223) 6,266,000 15,983,920
Counterparty D 30,251,796 (12,238,805) (8,409,495) 9,603,496
Counterparty E 14,321,270 (7,286,000) (6,150,573) 884,697
Counterparty F 1,783,619 (3,132,993) — (1,349,374)
Counterparty G 84113 (678,575) 3,067,508 3,230,046
Counterparty H 3,566,280 (11,316,571) 7,630,000 (120,291)
Counterparty | 628,537 (1,697,556) 5,576,568 4,507,549
Counterparty J — (438,391 390,000 (48,391)
Counterparty K 86,062 (154,491) — (68,429)
All Other Counterparties 253,159 (236,143) — 17,016

$ 129,737,732 $ (84,646,018) $ (10,439,928) $ 34,651,786
CASH COLLATERAL

December 31, 2018: ASSETS LIABILITIES PLEDGED (HELD) NET AMOUNT
Counterparty A $10,323,974 $ (26,713,066) $17,640,000 $1,250,908
Counterparty B 12,403,227 (8,965,900) (3,536,794) (99,467)
Counterparty C 18,544,309 (8,223,022) 16,240,000 26,561,287
Counterparty D 26,330,577 (7,259,042) (18,102,522) 969,013
Counterparty E 6,061,733 (2,577,365) (3,274,800) 209,568
Counterparty F 3,827,385 (679,037) (4,150,000) (1,001,652)
Counterparty G 1,222,341 (621,695) 2,562,284 3,162,930
Counterparty H 5,502,177 (2,610,274) (3,200,000) (308,097)
Counterparty | 1,621,192 (1,283,184) 3,000,616 3,338,624
Counterparty J 277,673 (1,093,138) 710,000 (105,465)
Counterparty K 53,493 (1,572,722) 1,690,000 170,771
All Other Counterparties 321,515 (92,626) — 228,889

$ 86,489,596

$ (61,691,071)

$ 9,578,784

$ 34,377,309

(7) Land, Building, Furniture and Equipment

Land, buildings and equipment, net, are summarized as follows at December 31:

2019 2018

Land $ 4,303,101 4,303,101
Building 37,973,476 37,913,458
Furniture 2,269,118 2,269,118
Technological equipment 1,497,921 1,351,778
GROSS LAND, BUILDING, FURNITURE AND EQUIPMENT $ 46,043,616 $ 45,837,455
Accumulated depreciation (7,723,579) (6,145,918)
NET LAND, BUILDING, FURNITURE AND EQUIPMENT $ 38,320,037 $ 39,691,537

During 2018, the Endowment disposed of certain technological equipment, which had accumulated depreciation of $3,760. There

were no disposals in 2019.
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(8) Notes Payable

On October 31, 2012, the Endowment (the “Issuer”) entered into a $40,000,000 note purchase agreement with Massachusetts
Mutual Life Insurance Company, MassMutual Asia Limited, and C.M. Life Insurance Company (collectively the “Purchasers”),
whereby the Endowment authorized the issue and sale of $40,000,000 aggregate principal amount of its 3.85% senior notes due
October 31, 2037. The Endowment applied the proceeds of the sale of the notes to the construction of its headquarters located at
800 East Morehead Street, Charlotte, North Carolina and for other general organizational purposes.

The Endowment is required to make payments of principal, in the amounts specified in the note purchase agreement, on the
unpaid balance thereof at the rate of 3.85% per annum, payable semiannually on the last day of April and October in each year
commencing 2013. As of December 31, 2019, and December 31, 2018, the principal balance of the notes payable was $32,324,092
and $33,549,988, respectively, which approximates fair value.

Future maturities of the principal note payments are as follows:

AMOUNT
2020 $1,273,547
2021 1,323,051
2022 1,374,479
2023 1,427,905
2024 1,483,409
Thereafter 25,441,701

$ 32,324,092

The note purchase agreement contains financial covenants customary for such transactions, including limits on minimum
total net assets, maximum total indebtedness to total net assets and priority indebtedness. The Endowment was in
compliance with its covenants as of December 31, 2019.

(9) Contribution Received

On August 28, 2018, the Endowment entered into an agreement with Blue Meridian Partners, Inc. (BMPI), a 501(c)(3) public charity.
Pursuant to the terms of the agreement, BMPI will invest up to $32.5 million for a period of up to 39 months in the Endowment’s
regional strategy—Get Ready Guilford Initiative. Because the Endowment is a Regional General Partner of BMPI, the Endowment’s
funding requirement is one half or $16.25 million of the total amount. The remaining funding requirement of $16.25 million will be
funded by other partners of BMPI. In October 2018, the Endowment received its first contribution from BMPI totaling $6.45 million.
These funds along with the Endowment’s $6.45 million totals $12.9 million and will be used on the Get Ready Guilford Initiative, a
strategy to break the cycle of intergenerational poverty in Guilford County, North Carolina. The Endowment anticipates receiving
the remaining contribution of $9.8 million in 2020 from BMPI. These funds along with the Endowment’s $9.8 million totals $19.6
million, the remaining balance in the $32.5 million investment.

(10) Net Assets with Donor Restrictions

Donor restricted net assets with a purpose restriction consist of the following at December 31

2019 2018

Duke University under Original Corpus, Corpus $ 794,638,292 $ 682,964,118
Item VIl and Corpus Item XI

Other charitable purposes 2,749,809,745 2,586,553,238

DONOR RESTRICTED NET ASSETS — PURPOSE RESTRICTION $ 3,544,448,037 $ 3,269,517,356

Donor restricted net assets that are restricted in perpetuity consist of the following at December 31:

2019 2018

Duke University under Original Corpus, Corpus $ 54,244,354 $ 54,244,354
Item VIl and Corpus Item XI

Other charitable purposes 205,436,724 205,436,724

DONOR RESTRICTED NET ASSETS — RESTRICTED IN PERPETUITY $ 259,681,078 $ 259,681,078

The Duke Endowment | 2019 financials 17



(11) Functional Expenses

The cost of program activities and administrative services have been summarized on a functional basis on the statement of
activities. The statement of functional expense presents expenses by function and natural classification. Expenses directly
attributable to a specific functional area are reported within that functional area. Indirect expenses that benefit multiple functional
areas have been allocated by the Endowment based upon square footage and headcount.

Expenses are reported on the statement of activities in natural categories. Functional expenses were categorized as follows:

2019
Type Administrative Services Program Activities Total
Compensation $ 2,816,396 $ 3,198,555 $ 6,014,951
Employee benefits and payroll taxes 4,469,688 1,570,473 6,040,161
Professional fees 1,563,920 2,829,614 4,393,534
Office operation 865,050 398,656 1,263,706
Staff travel, conferences and meetings 102,157 222,279 324,436
Communications 555,697 - 555,697
Other expenses 452,332 446,510 898,842
Interest expense 1,290,026 — 1,290,026
Depreciation 1,577,662 — 1,577,662
$ 13,692,928 $ 8,666,087 $ 22,359,015
2018
Type Administrative Services Program Activities Total
Compensation $ 3,098,952 $ 2,889,318 $ 5,988,270
Employee benefits and payroll taxes 2,123,676 1,656,432 3,780,108
Professional fees 1,526,372 2,174,910 3,701,282
Office operation 749,265 434,149 1,183,414
Staff travel, conferences and meetings 120,944 188,644 309,588
Communications 602,867 - 602,867
Other expenses 486,292 551,081 1,037,373
Interest expense 1,326,468 — 1,326,468
Depreciation 1,553,749 — 1,553,749
$ 11,588,585 $ 7,894,534 $ 19,483,119

For 2019 and 2018, investment expenses of $12,135,746 and $10,024,398, respectively are netted against dividends and interest
income within the accompanying Statement of Activities.

(12) Pension and Other Postretirement Plans

The Endowment sponsors a noncontributory defined benefit pension plan covering all eligible employees, as defined under the

plan. The benefits are based on years of service and the employee’s average final creditable compensation. Contributions totaling
$1,300,000 and $1,834,865 were made to the plan during 2019 and 2018, respectively. The benefit obligation as of December 31,
2019 and 2018 was $29,095,857 and $22,938,504, respectively, and the net pension liability, included in the other liabilities in the
statements of financial position, was $12,976,310 and $9,649,815, respectively, based on actuarial assumptions at December 31,
2019 and 2018.

The Endowment also sponsors a defined contribution plan with the Endowment providing matching contributions equal to 100%
of employee contributions up to 3% and 50% of employee contributions between 3% and 5%. All full-time employees are eligible
after a three-month waiting period. Total Endowment contributions in 2019 and 2018 were $240,049 and $237158, respectively.

The Endowment provides certain health care and life insurance benefits to retired employees. The accumulated postretirement
benefit obligation at the latest measurement date of December 31, 2019 was $3,900,000. It was included in Other Liabilities on
the Statement of Financial Position. At December 31, 2019, the Endowment determined that any additional liability for unfunded
retirement benefits extended to retirees and to employees upon their retirement since the latest measurement date would not be
material to its net assets.
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(13) Subsequent Events

In first quarter 2020, the global outbreak of a novel coronavirus (COVID-19) was declared a pandemic, which continues to spread
throughout the United States. The spread of COVID-19 has caused significant volatility in U.S. and international markets. There

is significant uncertainty around the breadth and duration of business disruptions related to COVID-19, as well as its impact on
the U.S. and international economies and, as such, the Endowment is unable to determine if it will have a material impact to its
operations.

The Endowment has evaluated its December 31, 2019 financial statements for subsequent events through June 5, 2020, the date
the financial statements were available to be issued. The Endowment is not aware of any other subsequent events which would
require recognition or disclosure in the financial statements.
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