
2009 annual report



under a banner headline, 
the lead story of the Dec. 9, 1924, Charlotte Observer 

announced that an industrialist named James B. Duke 

had set aside $40 million for charitable purposes in the 

Carolinas. According to the report, “when William R. 

Perkins, Mr. Duke’s attorney, read the document of 7,200 

words, setting forth the outline of Mr. Duke’s magnificent 

proposition, a hushed silence fell upon those present as the 

magnitude of the gifts began to dawn upon them.”

A copy of that front page hangs on a wall at The Duke 

Endowment. Eighty-five years later, we still marvel at the 

genius and generosity behind our founder’s “magnificent 

proposition.” Mr. Duke’s Indenture of Trust is read aloud  

to Trustees once a year, every year, and we use it to guide  

our grantmaking decisions. Times change, but his bold  

vision still sets the course for our philanthropy.

reflecting on the past

1924 Reading of Indenture of Trust



Through relationships with organizations in North 

Carolina and South Carolina, the Endowment strives  

to help vulnerable children, promote health, educate 

minds, and strengthen clergy and congregations.  

In 2009, at a time when our grantees faced multiple 

challenges, weak financial markets forced us to make 

difficult decisions about our resources. Trustees approved 

$56.7 million in new grants; in all, the Endowment 

distributed nearly $105 million, a total that includes 

ongoing multi-year commitments approved in previous 

years. With limited dollars for new initiatives, we focused 

our support on existing projects.

Despite the economic downturn, the year gave us many 

highlights to celebrate. Our 2009 grants are helping rural 

United Methodist churches expand tutoring programs. 

We’re funding efforts to improve health care access for  

low-income people who are uninsured. We’re helping  

the Catawba County Department of Social Services 

develop and test a demonstration project for reforming 

the child welfare system. We’re supporting a program 

that connects Duke University and its neighbors through 

community projects. 

As we look back, we also look forward. The projects 

featured in this annual report remind us that many 

Endowment-supported efforts are laying the groundwork 

for generations ahead. One grant, for example, is creating 

a model of financial sustainability for a community garden. 

Another is supporting Johnson C. Smith University 

as it works to strengthen its incoming classes. A third 

project promotes prevention efforts for a healthier North 

Carolina. Just as Mr. Duke invested in the future, the work 

that our grantees do today will shape communities and 

organizations for years to come. 

In 1929, four years after Mr. Duke’s death, Mr. 

Perkins eulogized his renowned client at a gathering 

in Lynchburg, Va. The attorney called The Duke 

Endowment “an expression of the personality of  

James Buchanan Duke” and he remembered how the 

December announcement surprised and amazed the 

reporters who covered the story. “Mr. Duke was a builder,” 

he told the group. “He loved to create and establish.”

We see that forward-thinking spirit every time we read 

James B. Duke’s Indenture – and we’re honored to be a  

part of his lasting legacy.

eugene w. cochrane jr.—president

russell m. robinson ii—chairman

looking to the future

russell m. robinson ii eugene w. cochrane jr.

letter from the chairman & president
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purpose 
We seek to fulfill the legacy of James B. Duke  

by enriching lives and communities in the  

Carolinas through children’s services, health  

care, higher education and rural churches.

grantmaking in 2009 
The Duke Endowment approved $56.7 million 

in new grants. In all, the Endowment distributed 

$104.9 million, a total that includes ongoing  

multi-year commitments approved in  

previous years.

In 1924, James Buchanan Duke made  

an initial gift of $40 million. A bequest  

of $67 million was added to the Trust 

after his death in 1925.

founder

grants made since 1924

$2.7billion

years of grantmaking

85

$2.5billion

assets

18th
largest in the u.s.

foundation by asset size

2009HighlightsHighlights
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In the Endowment’s early years, Child Care grants mostly went to orphanages. 

Now, more money is directed to early intervention and prevention programs.

In Durham County, N.C., a new program is working to increase child 

well-being by bridging the gap between parent need and community 

resources. Fully staffed in 2009, Durham Connects provides free home 

visits from nurses to parents of newborns. 

“As a parent, you leave the hospital with so many questions,” says 

Kim Davis, the mother of 3-month-old triplets. “Having someone 

available as a resource is invaluable.”

Funded by The Duke Endowment, Durham Connects is a program 

of the Durham County Health Department and the Durham Family 

Initiative at Duke University. Nurse visits begin when newborns are 3 

to 12 weeks old and include a physical assessment of both mother and 

baby. Because the program is in a trial period, it’s currently available 

only to infants born on even-numbered days.

The goal is to reduce child abuse and neglect and help children 

get the right start to grow into healthy, productive adults. Durham 

Connects is undergoing a rigorous evaluation and its implementation 

is being monitored. Assuming the results are positive, the program 

will expand to cover all babies born in the county each year. 

child well-being  

Supporting New Parents

1956 The Children’s Home in Winston-Salem
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Knowing that churches play a pivotal role in communities, the Endowment has  

long supported rural churches, their leaders and their ministries.

On a winter morning, Anathoth Garden looks frozen in time. 

Withered plants droop with a dusting of frost. The ground  

crunches underfoot.

Each summer, though, zucchini plants blossom. Corn stalks rocket 

upward. Tomatoes blush red. Neighbors of all ages gather on these 

four acres to weed, harvest and visit over potlucks.

A ministry of Cedar Grove United Methodist Church near 

Hillsborough, N.C., Anathoth has become a national model for 

community gardening. Eighty families and individuals are involved 

in the effort, which began in 2004 as a way for neighbors to come 

together after a shopkeeper’s murder. By sharing the work and bounty, 

the gardeners nourish their community’s spirit.

In 2009, The Duke Endowment gave Cedar Grove United Methodist 

Church a $30,000 grant to create a development plan that will help 

Anathoth thrive for years to come. “With our quick growth… we 

left behind the work of financial sustainability,” says the Rev. Grace 

Hackney, Cedar Grove’s pastor. “The grant will let us ‘take that next 

step’ so that we can continue the work God has called us to.”

clergy and congregations 

Ensuring Future Growth

1970 Messiah United Methodist Church



the duke endowment   page 8

In his Indenture of Trust, James B. Duke provided for hospitals because they  

helped increase the “efficiency of mankind” and prolonged human life. 

Increase immunization rates. Raise the tobacco tax. Decrease 

environmental risks. Promote healthy eating. 

These were among the recommendations announced in 2009 in 

“Prevention for the Health of North Carolina,” a plan to improve 

population health. Written by a task force convened by the North 

Carolina Institute of Medicine and the state Division of Public 

Health, the 350-page report identifies preventable risk factors that 

contribute to the leading causes of death and disability in the state.  

It also includes evidence-based strategies that could prevent or  

reduce those factors.

“Knowing that there is no single magic bullet, we developed multi-

faceted strategies that build on each other to bring about meaningful 

change,” says Pam Silberman, head of the N.C. Institute of Medicine. 

“We know how to do it. We just need to do it.”

The project received funding from four North Carolina  

foundations, including the Blue Cross and Blue Shield of North 

Carolina Foundation, the Kate B. Reynolds Charitable Trust,  

the North Carolina Health and Wellness Trust Fund and  

The Duke Endowment.

prevention 

Improving Population Health

1950 Spartanburg General Hospital
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In 1924, James B. Duke spoke of advances “in the science of medicine.”  

Today, that includes connecting patients and medical experts through 

telecommunication technology.

It’s a busy Wednesday at the Psychiatric Urgent Care Clinic in 

Charleston, S.C., and the phones are ringing. The clinic, which 

opened in 2009 at the Charleston Dorchester Mental Health  

Center, serves as a resource for people in psychiatric distress  

who might otherwise seek help at one of the area’s overcrowded 

emergency rooms.

The idea grew from a unique collaboration among hospitals, probate 

courts, law enforcement agencies, emergency medical services, social 

services and mental health centers in the South Carolina Lowcountry. 

A grant from The Duke Endowment is helping implement a 

coordinated response to mental health needs. Grant funds, for 

example, are supporting a mobile unit that will use innovative 

technology to link health care professionals to on-call psychiatrists, 

who then will be able to see and speak with patients in remote areas.

The demands on psychiatric health care are daunting, says Matt 

Dorman, special operations director at the Mental Health Center.  

“Yet despite many obstacles, our community health care leaders 

continue to find ways to address some of the area’s biggest challenges.” 

access to health care  

Expanding Mental Health Services

1931 American Women’s Hospitals
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Johnson C. Smith University was established in 1867 to educate African  

American men. It’s one of four institutions of higher education named in  

James B. Duke’s Indenture.

When Johnson C. Smith University’s president talks to students 

and faculty, he often urges them to be “imaginative.” The Charlotte 

university is on the cutting edge of a vision, Dr. Ronald Carter says. 

Today’s progress will shape the future.

Johnson C. Smith is one of four schools that James B. Duke included 

in the Indenture of Trust that established The Duke Endowment in 

1924. Over the years, the Endowment has supported it with more 

than $92 million to renovate buildings, award scholarships and 

establish academic programs.

A $5.7 million grant in 2009 — the largest ever given from the 

Endowment to the school — will help fund Johnson C. Smith’s new 

Center for Applied Leadership and Community Development and 

support Metropolitan College, a program for non-traditional students 

and working adults. It also will bolster long-range plans to increase 

the number of highly motivated and talented students.

Dr. Carter says the grant was a statement of confidence in the  

new Smith. “As we continue to increase our standards and as we  

take calculated risks that will make for excellence, we are delighted  

to have that gift.”

academic achievement 

 Creating Campus Opportunities 

1960s Johnson C. Smith University
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Even in its early years, the Endowment measured its reach. Annual reports, for 

example, tracked detailed information about orphans served. 

In philanthropy, evaluation is sometimes seen as a backward-

looking exercise that measures what a program accomplished.  

At The Duke Endowment, we’re increasingly thinking of 

evaluation as a forward-looking tool that can help us find more 

effective approaches to solving society’s tough problems.

Dr. William Bacon, who joined the staff in 2009 as Director of 

Evaluation, gives this example: When the Endowment launched 

the Clergy Health Initiative with Duke Divinity School in 2007, 

the goal was to improve the health of United Methodist pastors in 

North Carolina. But before project leaders could identify which 

health outcomes to focus on, they had many questions. What health 

problems most affect these pastors? What special challenges do pastors 

face? What kinds of programs might work best for them?

For answers, the Divinity School worked with a research firm to 

conduct focus groups and surveys of 1,725 pastors. They used the 

findings to design a pilot program, which was launched in 2009. 

Outcomes will be tracked and used to make changes to the program 

before it is rolled out statewide. By including evaluation in the earliest 

stages, project leaders are building an effort that has the best chance 

of making a real difference to pastors’ health. 

evaluation 

Advancing Program Effectiveness

1930 Thompson Orphanage
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The Duke Endowment’s grantmaking reflects its commitment to nurture children, promote health, educate minds 
and enrich spirits. We work through select North Carolina and South Carolina organizations to:

 • Expand opportunities for vulnerable children
 • Improve access to quality health care
 • Increase exceptional higher education opportunities
 • Support rural United Methodist churches, their leaders and the communities they serve

GrantmakingGrantmaking2009

*The Duke Endowment approved $56.7 million in new grants. In all, the Endowment distributed 

$104.9 million, a total that includes ongoing multi-year commitments approved in previous years.

 12% Child Care   $ 6,648,760 

 32% Health Care  $ 18,388,846

 42% Higher Education $ 23,918,500

 12% Rural Church  $ 6,911,443

 2% Cross Program & Special Opportunity $ 809,611

  NEW GRANTS IN 2009 $ 56,677,160

 
Three broad funding strategies define how the Endowment applies its resources  

to improve lives and communities in the Carolinas.

replicating success strengthening organizations advancing innovation

through proven programs  
and effective practices

19% 
$ 10,644,455

71% 
$ 40,142,677

10% 
$ 5,890,028

and creating lasting resources
by encouraging, discovering  

and testing promising approaches 
to widespread problems
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Child Care We hope to accomplish lasting change by supporting early intervention, collaborative approaches, 
and projects that help organizations serve children and their families more effectively. 

Health Care By improving access to quality health care, The Duke Endowment seeks to enhance the lives  
of individuals and the vitality of communities in North Carolina and South Carolina.

Higher Education We work through select colleges and universities to advance the pursuit of educational 
excellence, make education more affordable for qualified students, and develop initiatives and programs to benefit  
local communities.

Rural Church By supporting rural United Methodist churches and their leaders, we aim to expand church 
outreach across North Carolina. We work collaboratively with the North Carolina and Western North Carolina 
conferences of the United Methodist Church and Duke Divinity School to help rural churches serve their neighbors.

Cross Program & Special Opportunity The Duke Endowment’s Cross Program grants tap 
the resources and expertise of two or more of the Endowment’s program areas. Special Opportunity grants are made to 
organizations to further the Endowment’s core program priorities.

*Includes ongoing multi-year commitments approved before 2009.

$6.6
million

33% Strengthening Organizations  $ 2,165,852
67% Advancing Innovation  $ 4,482,908

 NEW GRANTS $ 6,648,760

$ 13.7 million 
distributed in 2009*

$18.4
million

52% Replicating Success  $  9,638,955
44% Strengthening Organizations  $  8,049,771
4% Advancing Innovation  $  700,120

 NEW GRANTS $ 18,388,846

$ 34.0 million 
distributed in 2009*

$23.9
million

3% Replicating Success  $  677,500
97% Strengthening Organizations  $ 23,241,000

 NEW GRANTS $ 23,918,500

$ 39.0 million 
distributed in 2009*

$6.9
million

5% Replicating Success  $  328,000
85% Strengthening Organizations  $  5,876,443
10% Advancing Innovation  $  707,000

 NEW GRANTS $ 6,911,443

$ 13.5 million 
distributed in 2009*

$0.8
million

15% Replicating Success  $  124,144
85% Strengthening Organizations  $  685,467

 NEW GRANTS $ 809,611

$ 4.7 million 
distributed in 2009*

grantmaking
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2009

Since James B. Duke’s death in 1925, the assets of The Duke Endowment have achieved significant growth. The corpus  
has increased from $107 million to $2.5 billion, a 23-fold increase. During the same time, $2.7 billion has been distributed  
in grants.

Investments 

Assets of The Duke Endowment are managed by DUMAC, LLC, a professionally-staffed investment organization controlled 
by Duke University.

During 2009, the investment return on the Endowment’s portfolio was 10.1 percent. Investment performance benefited mainly 
from returns in Global Equity, Hedged Strategies, Fixed Income and Inflation Sensitive asset classes. Impacted by investment 
returns, grants, expenses and mark-to-market adjustments, the Endowment’s assets increased in value from $2.2 billion to $2.5 
billion from December 31, 2008 to December 31, 2009.

For the 10-year period ending December 31, 2009, the Endowment’s investment portfolio, net of all fees, averaged returns of 
6.4 percent per annum, outperforming its policy benchmark by 4.2 percent and the Russell 3000 Index by 6.5 percent annually 
over the same period. 

Financial SummaryFinancial Summary

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

2000 ’01 ’03’02 ’05 ’07 ’09’04 ’06 ’08

total assets (in billions) investment returns

86.5% Grants paid  $104,852,215 

 5.1% Investment expenses $ 6,133,259 

 4.3% Administrative expenses $ 5,193,418 

 4.1% Program expenses $  5,003,742  

 

Amounts may differ from the 2009 Grants Summary,  
which reports only new commitments.

86.5%

Grants and Expenses

More than 86 percent of the Endowment’s total spending goes directly to grantmaking. This compares favorably 
to foundations of similar size. The figure below shows our grantmaking in the context of other spending. This 
grantmaking volume depends on our ability to invest assets wisely.

30%
25%
20%
15%
10%
5%
0%

-5%
-10%
-15%
-20%
-25%

2000 ’01 ’03’02 ’05 ’07 ’09’04 ’06 ’08
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To the Trustees of The Duke Endowment:

We have audited the accompanying statements of financial position of The Duke Endowment (the Endowment) as of 
December 31, 2009 and 2008, and the related statement of activities for the year ended December 31, 2009, and the related 
statements of cash flows for the years ended December 31, 2009 and 2008. These financial statements are the responsibility of 
the Endowment’s management. 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 as 
established by the American Institute of Certified Public Accountants. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes consideration of internal control over financial reporting as a basis for designing 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 
over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of  
The Duke Endowment as of December 31, 2009, and the results of its operations and its cash flows for the year then ended,  
in conformity with accounting principles generally accepted in the United States of America.

We have previously audited, in accordance with auditing standards generally accepted in the United States of America,  
the statement of activities of The Duke Endowment for the year ending December 31, 2008 (not presented herein) and,  
in our report dated May 4, 2009, we expressed an unqualified opinion on those financial statements. In our opinion, the  
2008 summarized financial information set forth in the accompanying statement of activities is fairly stated, in all material 
respects, in relation to the financial statements from which it has been derived.

As explained in Notes 2 and 5, the financial statements include certain private equity investments valued at $641,702,363 
and $610,024,939, or 26% and 28% of net assets, as of December 31, 2009 and 2008, respectively. 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.

Charlotte, North Carolina 
May 13, 2010

Report of Independent Certified Public Accountants

financial summary
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assets

 Cash and cash equivalents

 Securities transactions receivable

 Investments, at fair market value

 Investment in DUMAC, LLC

 Other assets

total assets

liabilities and net assets

Liabilities

 Grants payable

 Securities transactions payable

 Other liabilities 

  Total liabilities 

Net assets

 Unrestricted

 Temporarily restricted

 Permanently restricted

  Total net assets

total liabilities and net assets

       

 
See accompanying notes to financial statements.

2009

   $  9,840,272 

 47,173,387 

2,421,927,030 

 130,000 

 1,004,625 

$ 2,480,075,314 

$ 32,117,857 

 402,927 

 2,024,865 

 34,545,649 

 3,125,375 

 26,724,985 

 2,415,679,305 

 $ 2,445,529,665 

 $ 2,480,075,314 

2008

  $ 12,848,265 

 298,004,979 

 1,914,368,758 

 130,000 

 438,005 

 $ 2,225,790,007 

$ 27,566,454 

 405,035 

 2,753,333 

 30,724,822 

 2,106,163 

 30,124,985 

 2,162,834,037 

$ 2,195,065,185 

 $ 2,225,790,007 

Statements of Financial Position 
December 31, 2009 (with comparative amounts for December 31, 2008)

financial summary
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revenues, gains and losses 

Dividends and interest   

Other income — tax refunds  

Net realized (losses) gains   
on investment transactions  

Increase (decrease) in net unrealized  
appreciation on assets  

total revenues, gains and losses   

expenses     

Administrative   

Program     

Investment   

Change in provision for  
operating expenses

Provision for taxes   

total expenses  

released from restrictions  
(note 3)  

grants approved

Education     

Health Care   

Child Care     

Superannuated Preachers 

Building Rural Churches 

Operating Rural Churches  

Administrative Grants  

Special Opportunities  

total grants approved   

Increase (decrease) in net assets  

Net assets at beginning of year  

net assets at end of year   
       

See accompanying notes to financial statements. 
     

temporarily
restricted

—    

—     

—     

—    

—     

—    

—    

—    

 
—    

—    

—    

 $(3,400,000)

—    

—    

—    

—    

—    

—    

—    

—    

—  
 

$(3,400,000)

30,124,985 

$ 26,724,985 

2009

$ 21,167,691 

 4,637,945  

 (82,922,410)

 
433,367,678 

 $ 376,250,904 

 

 $ 5,193,418 

 5,003,742 

 6,133,259 

 
—    

 52,387 

  $ 16,382,806 

—    

 

 $ 46,347,000 

 33,257,459 

 10,900,000 

 2,014,603 

 2,814,883 

 7,649,524 

 195,149 

 6,225,000 

 $ 109,403,618  

 $ 250,464,480 

 2,195,065,185 

 $ 2,445,529,665 

2008

  $ 3,172,435 

 324,858  

 45,037,344  

 (977,930,773)

 $(929,396,136)

 

 $ 5,998,892 

 4,724,809 

 6,484,044 

  
(1,839,782)

 4,217,773 

 $ 19,585,736 

—    

 

 $ 59,091,646 

 63,891,378 

 21,074,695 

 2,030,168 

 3,929,515 

 12,347,950 

 338,704 

 12,200,000 

$ 174,904,056 

 
$(1,123,885,928)

 3,318,951,113 

 $ 2,195,065,185 

permanently
restricted

 —    

—     

 (82,922,410) 

 433,367,678 

 $ 350,445,268  

—    

—    

—    

 
—    

—    

—    

$(97,600,000)

 

—    

—    

—    

—    

—    

—    

—    

—    

—     

 $ 252,845,268 

 2,162,834,037 

$ 2,415,679,305 

unrestricted

 $ 21,167,691 

 4,637,945 

 
—    

 
—    

 $ 25,805,636 

 

  $ 5,193,418 

 5,003,742 

 6,133,259 

 
—    

 52,387 

$$ $ 16,382,806

$ 101,000,000 

 

 $ 46,347,000 

 33,257,459 

 10,900,000 

 2,014,603 

 2,814,883 

 7,649,524 

 195,149 

 6,225,000

 $ 109,403,618 

 
 $ 1,019,212 

2,106,163 

$ 3,125,375

Statements of Activities 
Year ended December 31, 2009 (with summarized financial information for the year ended December 31, 2008)

financial summary
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cash flows from operating activities

Change in net assets   

Adjustments to reconcile change in net assets  
to net cash provided by (used in) operating activities:

 Net realized losses (gains) on investment transactions

 (Increase) decrease in net unrealized appreciation on assets

 Decrease (increase) in securities transactions receivable

 Increase in grants payable  

 Decrease in other liabilities  

 Decrease in securities transactions payable 

Net cash provided by (used in) operating activities

cash flows from investing activities 

 Proceeds from sales and maturities of investments

 Disbursements for purchase of investments 

Net cash (used in) provided by investing 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 

 Cash paid during the year for taxes    
 

See accompanying notes to financial statements.

2009

 $ 250,464,480 

 

82,922,410 

(433,367,678)

250,831,592 

4,551,403 

(728,468)

(2,108)

 154,671,631 

 1,467,217,792 

 (1,624,897,416)

 (157,679,624)

 (3,007,993)

 12,848,265 

$ 9,840,272 

 $ 52,387 

2008

 $ (1,123,885,928) 

(45,037,344)

977,930,773 

(132,297,395)

12,764,558 

(1,382,261)

(854,490)

 (312,762,087)

 6,830,942,054 

 (6,517,061,782)

 313,880,272 

 1,118,185 

 11,730,080 

 $ 12,848,265 

$ 4,797,803 

Statements of Cash Flows 
Year ended December 31, 2009 (with comparative amounts for the year ended December 31, 2008)

financial summary
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note 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, LLC

On July 1, 2007 the Trustees of the Endowment entered into a formal agreement with Duke Management Company, 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. In connection with this agreement, Duke Management Company 
was reorganized into a new legal entity, DUMAC, LLC (“DUMAC”). Pursuant to the terms of the arrangement, the Endowment holds 
equity membership in this LLC proportionate to its share of the contributed assets. As of December 31, 2009 and 2008, this equity 
membership in DUMAC totaled $130,000.

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 DUMAC, LLC’s total assets in comparison to the total operating expenses of DUMAC, LLC, 
paid annually. For the years ending 2009 and 2008, the Endowment incurred investment management fees to DUMAC in the amount of 
$2,528,091 and $2,763,098, respectively. Such fees are included in investment expenses within the accompanying statement of activities.

(c) Method of Accounting

The Endowment presents its financial statements primarily on an accrual basis in accordance with accounting principles generally accepted 
in the U.S. Certain items are maintained on a cash basis, which is not materially different from the accrual basis of accounting.

Costs of office furnishings and equipment are consistently charged to expense as the Endowment does not deem such amounts to be 
sufficiently material to warrant capitalization and depreciation.

The Endowment leases certain office facilities and equipment. Such leases are accounted for as operating leases and costs are expensed  
as incurred.

(d) Basis of Presentation

In accordance with terms of the Indenture, which established the Endowment, realized gains and losses arising from investment 
transactions are considered part of permanently restricted net assets. 

Net assets and revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed restrictions. 
Accordingly, the net assets of the Endowment and changes therein are classified and reported as follows:

•	 Unrestricted Net Assets — These amounts are available for appropriation to the beneficiaries of the Endowment or for similar  
charitable purposes in accordance with terms of the Indenture.

•	 Temporarily Restricted Net Assets — Beginning in 2005, the Trustees authorized the identification of assets previously classified as 
permanently restricted net assets. These principal funds are available for appropriation to the beneficiaries of the Endowment or for 
similar charitable purposes in accordance with the Indenture, to meet the distribution requirements described in Section 4942 of  
the Internal Revenue Code.

•	 Permanently Restricted Net Assets — Net assets are subject to donor-imposed stipulations that they be maintained permanently by  
the Endowment. These represent original and subsequent contributions and related realized and unrealized gains which are to be held  
in perpetuity. 

The Endowment is required by the Indenture to use all or part of the interest and dividends (Endowment Income) earned on investments 
held in temporarily and permanently restricted net assets for purposes defined in the Indenture. 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 XI, 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 to 
Duke University out of accounts other than Original Corpus, Corpus Item VIII and Corpus Item XI.

Dividends and interest are reported as increases in unrestricted net assets. Capital gains and losses are reported as increases or decreases in 
permanently restricted net assets in accordance with donor-imposed restrictions. Expenses and grants approved are recorded as decreases in 
unrestricted net assets.

Notes to Financial Statements
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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 accounting principles generally accepted in the 
United States of America. Accordingly, such information should be read in conjunction with the organization’s financial statements for the year 
ended December 31, 2008, 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.

(g) 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) 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 organization must meet the terms of the signed grant agreement 
before funds are distributed.

(i) 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 2009, 
management estimates that the Endowment will most likely qualify for the 2% tax rate, and in 2008 was subject to the 1% tax rate.

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 as a whole.

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.

(j) Risks and Uncertainties

A significant portion of the Endowment’s assets are held in various investment options. 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 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.

(k) 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 accounting principles generally 
accepted in the United States of America. Actual results could differ from these estimates.

(l) Recent Accounting Pronouncements

In December 2008, the Financial Accounting Standards Board (FASB) issued guidance and interpretation related to recognition and measurement 
of uncertain income tax positions. The Endowment adopted these provisions beginning January 1, 2009. In connection with this adoption, 
management analyzed income tax positions previously taken in past income tax returns, to determine the existence of potential contingencies. 
Based on this analysis, the adoption of this new accounting guidance did not have a significant impact on its financial statements. 

In January 2008, the Endowment adopted new accounting guidance related to fair value measurements. This new accounting guidance defines 
fair value, establishes a framework for measuring fair value in generally accepted accounting principles and expands financial statement disclosures 
about fair value measurements. The Endowment’s disclosures related to fair value measurements are included in Note 5. Subsequent to its 
initial release, additional guidance has been promulgated by the FASB to clarify and interpret certain provisions as they pertain to fair value 
measurements. In connection therewith, the Endowment adopted provisions related to investments in entities that calculate net asset value per 
share (or its equivalent) to certain alternative investments which do not have readily determinable fair values. These alternative investments 
include private equity funds, hedge funds, real estate holdings and other funds. Specifically, this guidance allows for the estimation of fair value of 
these investments by using the equity ownership percentage of the underlying investment’s net asset value per share or its equivalent. 
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In March 2008, the FASB issued accounting guidance related to disclosures about derivative instruments and hedging activities. This guidance 
requires entities that utilize derivative instruments to provide qualitative disclosures concerning their objectives and strategies for using such 
instruments, as well as certain details of credit risk-related contingent features contained with derivatives. This guidance also requires enterprises 
to disclose additional information about the amounts and location of derivatives within the financial statements, how such derivative and hedging 
strategies have impacted the financial statements. The Endowment adopted the provisions of this new accounting guidance on January 1, 2009, 
and the disclosures required under this adoption are included in Notes 2 and 5. 

In April 2009, the FASB issued guidance pertaining to mergers and acquisitions of not-for-profit entities. This new accounting guidance was an 
amendment to previously existing guidance on this topic. The newly issued guidance determines whether a combination of not-for-profit entities 
qualifies as a merger or an acquisition, and applies the carryover method in accounting for a merger while requiring the fair value (acquisition) 
method in accounting for an acquisition. This new guidance will be effective for the Endowment for any mergers or acquisitions occurring on or 
after January 1, 2010. Management of the Endowment does not currently anticipate the adoption of this guidance will have a significant impact on 
the financial statements. 

In May 2009, the FASB issued new accounting guidance pertaining to measurement and disclosure of subsequent events, which establishes general 
standards of accounting for and disclosure of events that occur after the date of the financial statements but before financial statements are issued or 
are available to be issued. This guidance also requires disclosure of the date through which an entity has evaluated subsequent events and the basis 
for the date. The Endowment adopted these provisions for 2009, and accordingly management of the Endowment has evaluated subsequent events 
occurring from January 1, 2010 through May 13, 2010 for recognition and disclosure, which is the date that the financial statements are available to 
be issued.

note 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 are held in various alternative investments, including limited partnerships that invest in the securities of companies, 
hedge funds and other investments that 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 has utilized a practical expedient under generally accepted 
accounting principles, whereby the net asset value reported by the underlying alternative investment is concluded to represent the fair value.

note 3: transfers from corpus

Under certain limited circumstances, the Trustees, at their discretion, as determined by court order, may be required to transfer restricted net  
assets to unrestricted net assets to the extent necessary to comply with the provisions set forth in Section 4942 of the Internal Revenue Code.  
The Trustees determined that transfers of principal funds in 2009 and 2008 in the amounts of $101,000,000 and $191,000,000, respectively,  
were required. 

In December 2009, the Indenture was further modified by court order to allow the Trustees to expend restricted net assets to the extent necessary 
in the judgment of the Trustees for the Endowment to make available to beneficiaries of the Endowment for the purposes and in the manner 
described in Note 1(a), funds reasonably needed for the purposes, consistent with the fiduciary duty of the Trustees to preserve the Endowment in 
perpetuity.  The modifications were not in effect long enough to affect the financial statements of the Endowment for the year ending December 
31, 2009, but may so hereafter.

note 4: provision for taxes and deferred excise tax liability

During 2009 and 2008, the Endowment recorded a provision for current year estimated excise taxes in the amount of $52,387 and $4,217,773, 
respectively.  This was allocated to the net change in unrestricted net assets.  The Endowment’s net deferred excise tax liability was immaterial at 
December 31, 2009.  The Endowment’s net deferred excise tax liability was $0 at December 31, 2008, due to cost value of investments exceeding 
market value.  
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As discussed in Note 1(l), the Endowment adopted the revised accounting guidance pertaining to fair value measurements on January 1, 2008.  
In accordance with this guidance, 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, 2009, $1,657,918,585, or 68.5% of the Endowment’s total investments, are valued using Level 3 inputs. At December 31, 2008, 
$1,795,070,156, or 93.8% 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, 2009 and 2008, the Endowment had no financial assets or financial liabilities that were measured at fair value on a non-
recurring basis. 

Domestic equities

International equities

U.S. Government securities

Domestic fixed income

International fixed income

Private investments

Real estate

Hedged strategies

Short-term investments

Other

Domestic equities

International equities

International fixed income

Private investments

Real estate

Hedged strategies

Short-term investments

 
2009 cost

$ 179,990,173

489,315,494

40,208,850

115,285,167

37,504,752 

620,252,600

202,571,604

651,709,648

38,569,715

33,948,530

$ 2,409,356,533

 
2008 cost

$ 177,179,113

457,912,916

41,000,000

601,877,589

158,171,775

837,379,491

58,724,015

$ 2,332,244,899 

 
2008 market

$ 135,543,566

248,573,782

51,513,155

610,024,939

130,309,863

685,701,837

52,701,616

$ 1,914,368,758

 
2009 market

$ 205,818,583

467,272,800

42,526,428

128,666,709

47,176,420

641,702,363

143,217,685 

658,374,228

43,541,520 

43,630,294

$ 2,421,927,030

Investments are composed of the following:

Previous year’s classifications have been reclassified to conform to current year presentation.

note 5: investments
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Domestic equities

International equities

U.S. Government securities

Domestic fixed income

International fixed income

Private investments

Real estate

Hedged strategies

Short-term investments

Other

total assets measured 
on a recurring basis

Domestic equities

International equities

International fixed income

Private investments

Real estate

Hedged strategies

Short-term investments

total assets measured 
on a recurring basis

Balance of Level 3 investments as of December 31, 2008

Realized and unrealized gains (losses), net

Purchases and sales, net

Transfers from Level 3 to Level 1 or Level 2

balance of level 3 investments  
as of december 31, 2009

$ 205,818,583 

     467,272,800 

       42,526,428 

     128,666,709 

       47,176,420 

     641,702,363 

     143,217,685 

     658,374,228 

       43,541,520 

       43,630,294 

$ 2,421,927,030 

$ 135,543,566  

     248,573,782 

       51,513,155  

     610,024,939  

       130,309,863 

     685,701,837  

     52,701,616  

 $ 1,914,368,758 

$   49,839,591 

15,970,324    

—    

—    

—    

—    

        737,507 

$ 66,547,422

$   63,713,534 

      154,227,235 

        42,526,428 

        27,132,242 

        47,176,420 

—    

—    

        67,561,824 

        36,806,793 

—    

$ 439,144,476 

$   787,071 

—    

—    

—    

—    

—    

        51,964,109 

$ 52,751,180 

$  61,003,082 

      208,168,991 

—    

—    

—    

      641,092,717 

      143,217,685 

      590,812,404 

—    

        13,623,706 

$ 1,657,918,585

$   84,916,904 

      232,603,458 

        51,513,155 

      610,024,939 

      130,309,863 

      685,701,837 

—    

$ 1,795,070,156 

$   81,101,967 

      104,876,574 

—    

      101,534,467 

—    

             609,646 

—    

—    

          6,734,727 

        30,006,588 

$ 324,863,969 

$ 1,795,070,156   

      534,419,407   

(317,393,264)    

   (354,177,714)      

$ 1,657,918,585

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

fair 
value 
as of 

dec. 31, 
2009

fair 
value 
as of 

dec. 31, 
2008

quoted prices 
in active 

markets for 
identical 

items (level 1)

quoted prices 
in active 

markets for 
identical 

items (level 1)

significant 
other 

observable 
inputs 

(level 2)

significant 
other 

observable 
inputs 

(level 2)

significant 
unobservable 

inputs 
(level 3)

significant 
unobservable 

inputs 
(level 3)
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The following table presents additional information about Level 3 assets measured at fair value.  Both observable and unobservable inputs may be 
used to determine the fair value of positions that the Endowment has classified within the Level 3 category.  As a result, the unrealized gains and 
losses for assets within the Level 3 category in the table below may include changes in fair value that were attributable to both observable and 
unobservable inputs.
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note 6: net assets

Duke University under Original Corpus,  
 Corpus Item VIII and Corpus Item XI 

Other charitable purposes

Temporarily restricted net assets

Temporarily restricted net assets consist of the following at December 31:

Duke University under Original Corpus,  
 Corpus Item VIII and Corpus Item XI 

Other charitable purposes

Permanently restricted net assets

Permanently restricted net assets consist of the following at December 31:

Gross unrealized gain, net of deferred excise tax

Gross unrealized loss

Excess (deficit) of market over cost

Increase (decrease) in net unrealized appreciation on assets

Net realized (loss) gain from sale of investments

Total net (loss) gain

Investment income

total return

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

The gross unrealized gains include $25,065 and $87,198 relating to short-term investments at December 31, 2009 and 2008, respectively, which  
are recorded in cash and cash equivalents on the statements of financial position.

At December 31, 2009 and 2008, 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, 2009 and 2008, there were no investment securities on loan. Investment income earned on 
securities lending transactions for 2009 and 2008 was $0 and $47,930, respectively. No collateral received has been pledged as of December 31, 2009 
or 2008.

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. Changes in the fair value of derivative instruments  
are recognized as unrealized gains or losses in the accompanying statements of activities. As of December 31, 2009 and 2008, the fair value  
of derivative investments totaled approximately $15,002,255 and $707,836 with notional amounts of approximately $301,101,170 and 
$259,123,466, respectively. 

2009

$   336,490,077 

(323,894,515)

12,595,562 

433,367,678 

(82,922,410)

350,445,268 

25,805,636 

$ 376,250,904 

2009

 
$      5,582,538   

21,142,447  

26,724,985  
 
 
 

504,607,288  

1,911,072,017

$ 2,415,679,305  

2008

$ 284,852,664 

(702,554,409)

(417,701,745)

(977,930,773)

45,037,344

(932,893,429)

3,497,293

$ (929,396,136)

2008

 
$      6,292,759    

23,832,226   

30,124,985   
 
 
 

451,790,855   

1,711,043,182

$ 2,162,834,037   
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note 7: 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 of $975,000 and $825,000 were made to the 
plan during 2009 and 2008, respectively. The benefit obligation as of December 31, 2009 and 2008 was $11,689,681 and $10,424,952, respectively 
and the net pension liability of $2,554,694 and $3,898,462, respectively, based on actuarial assumptions at December 31, 2009 and 2008, 
respectively, was deemed not to be material to the financial statements.

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.

The Endowment provides certain health care and life insurance benefits to retired employees. At December 31, 2009 and 2008, the Endowment 
has determined that the liability for unfunded retirement benefits extended to retirees and to employees upon their retirement is not material to  
its net assets. The accumulated postretirement benefit obligation at the previous measurement date of December 31, 2007 was $2,045,056.
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Charles C. Lucas III 
Charlotte, North Carolina 

Wilhelmina M. Reuben-Cooke 
Fairfax Station, Virginia 

Minor M. Shaw 
Greenville, South Carolina 

Jean G. Spaulding, M.D. 
Durham, North Carolina 

Kenneth D. Weeks Jr., M.D. 
Charlotte, North Carolina

Dennis M. Campbell, Ph.D. 
Woodberry Forest, Virginia 

Ravenel B. Curry III 
New York, New York 

Constance F. Gray 
Winston-Salem, North Carolina 

Mary D. T. Jones 
Abingdon, Virginia 

Thomas S. Kenan III 
Chapel Hill, North Carolina

Russell M. Robinson II 
Chairman 
Charlotte, North Carolina

Mary D. B. T. Semans 
Chair Emerita 
Durham, North Carolina

William G. Anlyan, M.D. 
Vice Chairman 
Durham, North Carolina

L. Neil Williams Jr. 
Vice Chairman 
Atlanta, Georgia

William Barnet III 
 Spartanburg, South Carolina

Trustees
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administration 
Eugene W. Cochrane Jr. 
President

Arthur E. Morehead IV  
Staff Counsel 

Susan L. McConnell 
Director of Human Resources

Terri W. Honeycutt 
Corporate Secretary

Judy H. Wally 
Information Systems Administrator

Carolyn M. Duff 
Director of Payroll and Benefits

Leah N. Hambright 
Fellow

Heather R. Huskey
Fellow

child care
Rhett N. Mabry
Vice President

Phillip H. Redmond Jr.
Associate Director

Marilyn H. MacKenzie
Senior Administrative Assistant

communications
Charity L. Perkins
Director 

Jeri F. Krentz
Associate Director  

evaluation
William F. Bacon 
Director

Janet B. Haas 
Senior Administrative Assistant

finance
Karen H. Rogers
Treasurer

Lily H. Zhang 
Controller

Anita W. West 
Accounting Manager

Melinda O. Hardin 
Accounting Assistant

Natalie C. Wiggins 
Financial Accountant

health care
Mary L. Piepenbring
Vice President

Linwood B. Hollowell III 
Associate Director

M. Tina Markanda 
Program Officer

Meka S. Sales
Program Officer

Ronda S. Dwyer 
Senior Administrative Assistant

Ashleigh J. Allessio 
Senior Administrative Assistant

Nancy L. Edwards 
Administrative Assistant

higher education
Eugene W. Cochrane Jr. 
Director

Susan L. McConnell 
Associate Director  

investments
K. Todd Walker 
Managing Director

Diana Zilberdrut 
Senior Administrative Assistant

office services
Paula W. Greene
Office Services Coordinator

Toni M. Roof 
Senior Administrative Assistant

Debbie B. Brinkley
Administrative Assistant

Eric D. Stevens 
Administrative Assistant

rural church
Robert R. Webb III 
Director

Trena McClure 
Senior Administrative Assistant

Staff

two longtime staff members 
announced their retirements in 2009.  
Peggy Briscoe, special assistant to the president, 
worked at The Duke Endowment for 41 years.  
Joe Mann, director of Rural Church, joined 
the staff in 1989. 
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85years of  grantmaking

reflecting on

Since 1924, the duke endowment has worked to help the 

people and build the communities of North Carolina and South Carolina by 

nurturing children, promoting health, educating minds and enriching spirits.

1930s Building Community Hospitals

1940s Working on Behalf of Children

1960s Funding Rural Church Ministries

1950s Securing Opportunities for Higher Education

1970s Surpassing $500 Million in Grants

1984 Celebrating 60 years of philanthropy

2000s Mr. Duke’s Legacy Continues
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