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Independent Auditors’ Report 

The Board of Trustees 
Southern Methodist University: 

Opinion 

We have audited the consolidated financial statements of Southern Methodist University (the University), which 
comprise the consolidated statements of financial position as of May 31, 2024 and 2023, and the related 
consolidated statements of activities, and cash flows for the years then ended, and the related notes to the 
consolidated financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 
financial position of the University as of May 31, 2024 and 2023, and the changes in its net assets and its cash 
flows for the years then ended in accordance with U.S. generally accepted accounting principles. 

Basis for Opinion 

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

Responsibilities of Management for the Consolidated Financial Statements 

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

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 

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

● Exercise professional judgment and maintain professional skepticism throughout the audit. 

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

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

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

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

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

  
 

 

  

Dallas, Texas 
September 6, 2024 
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See accompanying Notes to the Consolidated Financial Statements. 
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See accompanying Notes to the Consolidated Financial Statements. 
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See accompanying Notes to the Consolidated Financial Statements. 
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1.   Nature of Operations 

Southern Methodist University (the University) is a private higher education institution providing undergraduate, 
graduate, and continuing educational opportunities. In addition to revenue generated by tuition and fees charged 
for these educational services, the University receives support from donations, revenue from investment earnings, 
federal grants, sponsored research, athletic events, auxiliary activities, and other sources. 

During the reporting periods, the University had seven corporations under its control that are included in the 
Consolidated Financial Statements.  These corporations support various University activities, including research 
initiatives, intercollegiate athletics, and the acquisition and management of real assets ancillary to the University’s 
primary mission. 

2.   Summary of Significant Accounting Policies 

The Consolidated Financial Statements have been prepared in accordance with generally accepted accounting 
principles (GAAP) established to provide meaningful information about the financial resources and operations of 
the University as a whole and have been prepared on an accrual basis.  

(a)  Net assets 

As a not-for-profit entity, the University receives substantial support from donor contributions.  The terms of many 
of these contributions restrict how the University may use the corresponding resources. Accordingly, transactions 
and balances are classified into two categories of net assets: 

Net assets without donor restrictions – Net assets that are not subject to any donor-imposed stipulations or 
for which the donor-imposed stipulations have been fulfilled.  Any donor-imposed restrictions met in the 
current operating cycle of the University are released and included in net assets without donor restrictions. 
These net assets could be contractually obligated or designated by the Boad of Trustees.  

Net assets with donor restrictions – Net assets that are subject to donor-imposed stipulations which have not 
been fulfilled.  Such stipulations may require the net assets to be held in perpetuity within the University’s 
endowment, to support specific programs, to fund capital projects, or other University activities.  

Revenues are reported as increases in “Net assets without donor restrictions” unless their use is limited by 
donor-imposed stipulations that are not reasonably expected to be fulfilled during the current operating cycle. 

Expenses are reported as decreases in “Net assets without donor restrictions”. Gains and losses on investments 
and other assets or liabilities are reported as increases or decreases in “Net assets without donor restrictions” 
unless their use is restricted by explicit donor stipulation or by law governing the use of charitable donations. 
Expirations of restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated 
time period has elapsed) are reported as “Net assets released from restrictions” and shown as reclassifications 
between net asset categories. 

Income and realized and unrealized gains or losses on investments of donor-restricted net assets are reported as 
increases or decreases in “Net assets with donor restrictions” to the extent that the donor stipulations require the 
investment of the contribution (e.g., endowment related gifts, etc.). 

The costs of providing various programs and support services are summarized on a functional basis in the 
Consolidated Statements of Activities. Accordingly, expenses such as depreciation, interest, and the operation and 
maintenance of University facilities are allocated among the functional categories. 
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(b)  Cash equivalents 

Cash equivalents include operating cash investments, which include U.S. Treasury bills and short-term paper, with 
maturities of three months or less from the date of purchase.  

(c)  Accounts receivable, net 

Accounts receivable includes amounts due from students for tuition, receivables due under grant and contract 
agreements, payments under athletic agreements, and other general operating receivables.  These amounts are 
valued at net realizable value. 

(d)  Donor contributions receivable, net 

Unconditional promises to give from University donors are included in the Consolidated Financial Statements as 
donor contributions receivable until they are collected. These amounts have been discounted to their present 
value using rates that the University feels appropriately reflect the risks associated with these cash flows.  
Amortization of discounts is recorded as additional contribution revenue.  

(e)  Fair value measurements 

Fair value represents the price that would be received upon the sale of an asset or paid upon the transfer of a 
liability in an orderly transaction between market participants as of the measurement date. GAAP establishes a 
fair value hierarchy that prioritizes inputs used to measure fair value into three levels: 

Level 1 – quoted prices (unadjusted) in active markets that are accessible at the measurement date for identical 
assets or liabilities; 

Level 2 – observable prices that are based on inputs not quoted in active markets, but corroborated by market 
data; and 

Level 3 – unobservable inputs that are used when little or no market data is available.  

The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs. The 
University utilizes valuation techniques that maximize the use of observable inputs and minimize the use of 
unobservable inputs to the extent possible. The University uses net asset value (NAV) reported by fund managers 
as a practical expedient to estimate the fair values of its investments held through limited partnerships and other 
funds. The investments reported at NAV as the practical are not required to be included in the fair value hierarchy.  

(f)  Investments 

Fair value for marketable securities, funds held in trust by others and equity method investments are measured 
based upon quoted prices in active markets, if available. If the market is inactive, fair value is determined by 
underlying managers. Management reviewed and evaluated the valuations and has determined that the valuation 
methodology and assumptions result in reasonable estimates of fair value.  

The University’s investments in investment funds are subject to the terms of the respective funds’ agreements, 
private placement memoranda, and other governing agreements of such funds. These terms are typical for hedge 
fund and private equity arrangements. The University’s investments are also subject to management and 
performance fees as specified in such funds’ agreements. Additionally, such funds in which the University invests 
may restrict both the transferability of the University’s interest and the University’s ability to withdraw.  In light 
of such restrictions imposed, an investment in these funds is illiquid and subject to liquidity risk. 

Investment transactions are accounted for on the trade date basis, with investment income and expense 
recognized on an accrual basis. 
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(g)  Derivative instruments 

The University currently participates in hedging and other derivative agreements to reduce operational expense 
fluctuation.  These instruments are recorded on the Consolidated Statements of Financial Position as either an 
asset or liability measured at the fair value (using Level 2 techniques) as of the reporting date. Changes in fair 
value of any derivatives are recognized in the Consolidated Statements of Activities. 

(h)  Land, buildings, and equipment, net 

Land, buildings, and equipment are recorded at cost, if purchased, or at fair value at the time of donation, if 
donated. During the period qualifying construction projects are in progress, net interest costs are capitalized as 
part of the basis of capital assets. Capital assets include land, buildings, and equipment that have an acquisition 
cost of $5 and over and have an estimated useful life of at least two years, with the exception of software, where 
the cost must exceed $75 before the asset will be capitalized. Land improvements, buildings, and equipment are 
depreciated on the straight-line basis over their estimated useful lives with equipment, vehicles, furniture, 
software and “other” depreciating in five to 15 years; land improvements depreciating in 15 to 50 years; and 
buildings depreciating in 20 to 40 years. 

(i)  Net tuition and fees 

Tuition and fee revenue is recognized over the course of the academic year as instruction is provided to students. 
The University applies the portfolio approach, which approximates the revenue that would be recognized by the 
individual contract approach. In connection with these contracts, the University has an obligation to provide 
instruction and access to various student facilities. Tuition and fees are generally collected in advance or over the 
course of the respective term with the revenue earned over the same term as the University’s performance 
obligations are satisfied. Scholarship allowance represents a reduction in the consideration collected from 
students reflective of discounts as well as the use of donor contributions designated to reduce the amounts 
collected directly from students. “Net tuition and fees” represent the cumulative transaction price expected to be 
collected. Student tuition and fees received in advance of the corresponding revenue recognition are reported as 
customer contract liabilities in “Deposits and deferred revenue.” 

(j)  Donor contributions 

Donor-restricted contributions increase “Net assets with donor restrictions.” Expirations of restrictions on net 
assets, such as the donor stipulation being met or the passage of time, are reported as “Net assets released from 
restrictions” and reflect reclassifications between the net asset categories. Conditional promises to give are not 
recognized until they become unconditional; that is, when the conditions on which they depend are met. 

Donor contributions are recorded at fair value or a nominal value if fair value is not readily determinable. Recorded 
realized and unrealized gains on investments are reported in the appropriate net asset classifications in the 
Consolidated Statements of Activities. Gifts and income thereon that are restricted in perpetuity by the donors for 
the purpose of making loans to students are reported as “Net assets with donor restrictions.” 

Donor contributions of land, buildings and equipment without donor stipulations, concerning the use of such 
long-lived assets, are reported as “Net assets without donor restrictions.” Donor contributions of cash or other 
assets to be used to acquire land, buildings, and equipment with such donor stipulations are reported as “Net 
assets with donor restrictions.” The restrictions are considered to be released when the long-lived assets are 
placed in service. The University does not capitalize collections, primarily art objects, as they are held for public 
exhibition and educational purposes rather than financial gain. Proceeds from the sale of collection items are 
generally used to acquire other items for the collection.  
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(k) Grants and contracts revenue and indirect cost recoveries 

The University receives grants and contracts revenue for research and other services it provides pursuant to 
arrangements with governmental and private entities. Grants and contracts revenue includes exchange 
transactions and contribution transactions where the related restrictions or conditions are indicative of a research 
grant relationship and not a traditional donor relationship.  For financial statement purposes, grants and contracts 
revenue is recorded at the time corresponding expenses have been incurred. 

Indirect cost recoveries and grants and contracts revenue are reported at the estimated net realizable amounts 
due from sponsoring agencies. These grants and contracts awards generally specify the purpose for which the 
funds are to be used and funds are typically received as the University pays for the corresponding expenses. 
Revenues from sponsored grants and contracts are recognized when allowable expenditures are incurred under 
such agreements. These revenues, primarily from the federal government, are recorded in “Net assets without 
donor restrictions” as the conditions have been met in the same reporting period as the receipt of the funds. 
Amounts recorded in accounts receivable, related to grants and contracts, are for grant expenditures incurred in 
advance of the receipt of funds. 

Indirect cost recoveries are based on negotiated rates and represent recoveries of facilities and administrative 
costs incurred under grants and contracts agreements. 

(l)  Auxiliary activities 

Auxiliary activities revenue primarily relates to housing and dining services.  The University applies the portfolio 
approach, which approximates the revenue that would be recognized by the individual contract approach. In 
connection with these contracts, the University has an obligation to provide access to housing facilities and dining 
services through the term of the contract and recognizes revenue as the University’s performance obligations are 
satisfied. Auxiliary activities also include other operations which provide services to students, faculty and staff. 
Fee charges are directly related to the costs of these services. 

(m) Income taxes 

The University and the controlled corporations referenced in Note 1 have received determination letters from the 
Internal Revenue Service indicating they are exempt from federal income taxes under Section 501(a) of the 
Internal Revenue Code of 1986, as amended, as organizations described in Sections 501(c)(3) and are not private 
foundations under Sections 509(a)(1) and 509(a)(3), as such, contributions to these entities qualify for deduction 
as charitable contributions. 

The University and its consolidated entities are exempt from federal income taxes except to the extent they have 
unrelated business income.  In addition, there were no uncertain income tax positions during the reporting 
periods. Accordingly, no tax liability or tax benefit has been recorded. 

(n)  Use of estimates 

The preparation of the Consolidated Financial Statements in conformity with GAAP requires that management 
make estimates and assumptions affecting the reported amounts of assets, liabilities, revenues, and expenses, as 
well as disclosure of contingent assets and liabilities. Actual results could differ from those estimates. 

Significant items in the University’s Consolidated Financial Statements subject to such estimates and assumptions 
include valuations for certain investments without readily determinable fair values, the determination of the 
allowances for uncollectible accounts and depreciation expense which is based on the estimated useful lives of 
the related assets. 
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(o)  New accounting pronouncement 

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments – Credit Losses (Topic 326): Measurement 
of Credit Losses on Financial Instruments, which requires credit losses to be recognized on most financial assets 
carried at amortized cost.  The University adopted the ASU as of June 1, 2023. This standard did not have a material 
effect on the consolidated financial statements.    

(p)  Reclassifications 

Certain financial statement and footnote information from the prior year financial statements have been 
reclassified to conform with the current year presentation. The allocation method for such expenses as 
depreciation, interest, and operations and maintenance has been revised to be more appropriately allocate the 
space of the parking garages and as such affected all expenses categories on the Consolidated Statements of 
Activities. There is no net impact on total expenses. This reclassification is also reflected in Note 12. 

3.   Liquidity and Resource Availability 

The University has various practices in place to ensure sufficient resources are available to fund the general 
obligations of the University including general expenditures, liabilities, and other obligations as they come due.  
In general, the University uses the cash and other financial assets collected during the year to fund the expenses 
for the same year.  The University frequently collects financial assets that are designated to fund certain activities 
of the University including donor-restricted contributions, amounts for the University’s endowment, debt 
proceeds restricted to specific purposes, etc.  Such assets are not available for general obligations.  Excess cash 
balances are invested with a focus on capital preservation while seeking more favorable yields to traditional 
savings instruments.  The risk profile and duration for such investments are adjusted to match future cash needs.  
Financial assets expected to be available for general obligations within a year are summarized below: 
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4.   Donor Contributions Receivable, net 

Donor contributions receivable are recorded at their fair value, which is determined by computing the present 
value of future cash flows discounted at rates ranging from 2.5% to 7.0%. The present value and the associated 
incremental income are reflected as gift revenue in the period the agreement is made and in the period accreted, 
respectively. 

Unconditional donor contributions receivable as of May 31 are expected to be realized in the following periods: 

 
Unconditional contributions receivable as of May 31 have the following restrictions: 

 
5.   Investments 

Investments consist of equity and fixed income securities, private equity and fixed income funds, hedged 
strategies, mineral rights and funds held in trust by others. Investments are reported at the estimate fair value.  

The University’s split-interest agreements consist of perpetual trusts held and administered by others, gift 
annuities, unitrusts and annuity trusts. Perpetual trusts held and administered by others are recorded at the 
current fair value of the University’s interest in the trust assets. Under split-interest agreements, the University 
has the right to receive income distributions that are reported as revenue. The University makes periodic 
payments to named beneficiaries in return for assets received and recognizes a liability for the fair value of the 
anticipated future payments connected to these agreements based on the discount rates published by the 
Internal Revenue Service. 

 
The University also owns foreign investments that are included in the applicable investment classifications in the 
above investment table. To mitigate foreign exchange risk, the investment managers may purchase foreign 
currency futures contracts which result in unrealized gains and losses that are reflected in the fair values of 
appropriate investment categories. 
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Investment return is comprised of investment income, expenses, such as custodial fees and investment advisory 
fees, and net realized and unrealized gains. Investment returns reported in the Consolidated Statements of 
Activities for the years ended May 31, are as follows: 

 
The University has unfunded investment commitments related to the investments reported at fair value of 
$260,883 and $291,598 as of May 31, 2024 and 2023, respectively. 

6.  Fair Value of Financial Instruments 

The following tables present information about the University’s investments at fair value, the fair value hierarchy 
utilized to determine such fair value, and the strategies related to them as of May 31: 
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The following tables report the changes in fair value for assets using significant unobservable inputs (Level 3): 
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The following tables present the liquidity of the University’s investments at fair value at May 31: 

 
1 With 3 business days to 30 days’ notice  
2 With 30 to 90 days’ notice  
3 With 45 to 90 days’ notice 
4 Includes funds under lock up 

 

 
1 With 3 business days to 30 days’ notice  
2 With 30 to 90 days’ notice  
3 With 45 to 90 days’ notice 
4 Includes funds under lock up 
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7.  Land, Buildings, and Equipment, net 

The following table details the land, buildings, and equipment holdings of the University as of May 31, 2024 and 
2023: 

 
8.  Accounts Payable and Accrued Expenses 

Accounts payable and accrued expenses as of May 31 included the following:  

 
(a)  Asset retirement obligations 

In order to retire certain long-lived assets, the University is responsible for the abatement of asbestos and lead 
paint.  The fair value of these costs is recognized in the period in which it is incurred, at the present value of 
expected future cash flows and is added to the carrying value of the associated asset to be depreciated over the 
asset’s useful life. 

The following table summarizes the change in the asset retirement obligation for fiscal years ended May 31, 2024 
and 2023: 
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(b)  Postretirement healthcare benefits 

The University provides postretirement healthcare benefits for employees who meet minimum age and service 
requirements and retire from the University. These benefits are provided by an insured Medicare supplement 
product with no lifetime maximum. The funding for the premium of this product is shared between the University 
and plan participants. 

The University accrues the expected cost of providing postretirement benefits, other than pensions, during the 
years that employees render services. 

Actuarial assumptions used to determine the value of the accumulated postretirement benefit obligation (APBO) 
and the benefit costs included weighted average discount rates of 5.30% and 4.82% per annum for fiscal years 
2024 and 2023, respectively. The components of the net periodic benefit cost for the year ended May 31 are as 
follows: 

 
Net periodic benefit cost and other changes in plan assets and benefit obligations recognized in “Net assets 
without donor restrictions” are as follows: 

 
The accrued postretirement benefit obligations recognized in the University’s Consolidated Statements of 
Financial Position as of May 31 are as follows: 

 
The accumulated postretirement benefit includes a current liability of $2,591 for the claims and expenses that are 
expected to be paid out in the coming year and $24,621 of noncurrent postretirement benefit liabilities. 



Southern Methodist University 
Notes to the Consolidated Financial Statements 
For the Fiscal Years Ended May 31, 2024 and 2023 
(Dollars in Thousands)   

 

17 
 

As of May 31, 2024, the University had expected benefit payments in the following fiscal year: 

 
(c)  Ground lease contribution 

“Accounts payable and accrued expenses” include $44,542 reflecting the fair value of a ground lease contribution 
to The George W. Bush Foundation for the location, construction and operation of the George W. Bush Presidential 
Library Center facilities at the University as of May 31, 2024. This balance is being accreted over the 249 years of 
the lease, including extensions. 

9.  Long-term Debt, net 

Long-term debt, unamortized premiums, discounts, and issuance costs, consisted of the following at May 31: 
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In addition to the above, the University has $100,000 of borrowings available under an undrawn bank line of 
credit, which is available for general liquidity needs of the University. 

No interest related to construction projects was capitalized during fiscal year 2024 and 2023, respectively.  Interest 
expense on long-term debt was $17,890 and $18,414 for the fiscal years ended May 31, 2024 and 2023, 
respectively. 

As of May 31, 2024, the University had scheduled principal maturities for the following fiscal years: 

 
10.  Net Tuition and Fees 

The University provides educational services to both undergraduate and graduate students.  The below table 
presents a disaggregation of net tuition by these two groups: 

 
The following assets and liabilities have been recognized on the Consolidated Statements of Financial Position 
related to student accounts:   
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11.  Auxiliary Activities, net 

Auxiliary activities revenue consisted of the following for fiscal year 2024 and 2023: 

 
12.  Natural Expenses 

The tables below present expenses by both their nature and their function for fiscal year 2024 and 2023: 

 
The University incurs some expenses for the benefit of multiple functional areas such as various operations and 
maintenance expenses (including depreciation) and interest expense.  To the extent these expenses are not 
attributed to a specific area, they are allocated primarily on a square-footage basis to the various functional areas. 

Fundraising expenses of approximately $27,709 and $24,021 incurred by the University in fiscal years 2024 and 
2023, respectively, are included primarily as “Institutional support expenses”. 

13.  Defined Contribution Postemployment Plans 

The University has a defined contribution retiree medical plan intended to replace the University’s defined benefit 
retiree medical plan. Under this program, both the University and employees contribute monthly to the 
employees’ retiree medical accounts. The University contributed $1,854 and $1,698 to this program in fiscal years 
2024 and 2023, respectively. The current defined benefit retiree medical plan will be phased out concurrently 
with funding of this defined contribution plan. 
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Full-time and part-time benefits-eligible employees are eligible for the 403(b) Retirement Plan at age 21. Full-time 
employees are required to enroll if age 36 or older. Retirement benefit expenses under this plan were $22,731 
and $20,643 in fiscal years 2024 and 2023, respectively. 

14.  Net Assets Released from Donor Restrictions 

The sources of net assets released from donor restrictions by incurring expenses satisfying the restricted purposes 
or by occurrence of events specified by donors were as follows: 

 
15.  Restrictions and Limitations on Net Assets with Donor Restrictions 

Net assets with donor restrictions as of May 31 consist of the following: 

 
16.  Endowment Net Assets 

The University’s Endowment (Endowment) consists of over 1,900 individual funds established for a variety of 
purposes including both donor-restricted endowment funds and funds designated by the Board of Trustees to 
function as endowments (without donor restrictions). The Endowment provides stable financial support to a wide 
variety of programs and activities in perpetuity, playing a critical role in enabling the University to achieve its 
mission. Net assets associated with these endowment funds are classified and reported based on the existence or 
absence of donor-imposed restrictions. 

(a)  Interpretation of relevant law 

The University’s endowment is subject to the Texas State Uniform Prudent Management of Institutional Funds 
Act (UPMIFA or the Act). Based on the interpretation of the UPMIFA by the University’s Board of Trustees, absent 
explicit donor stipulations to the contrary, the University holds in perpetuity (a) the original value of gifts donated 
to the permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c) 
accumulations to the permanent endowment made in accordance with the direction of the applicable donor gift 
instrument at the time the accumulation is added to the fund.  

The remaining portion of the donor-restricted endowment fund that is not held in perpetuity remains in the 
endowment until it is appropriated for expenditure by the Board of Trustees in a manner consistent with the 
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standard of prudence prescribed by the Act. In accordance with the Act, the Board of Trustees considers the 
following factors in deciding to appropriate or accumulate donor-restricted endowment funds: 

1. The duration and preservation of the fund 
2. The purposes of the University and the donor-restricted endowment fund 
3. General economic conditions 
4. The possible effect of inflation and deflation 
5. The expected total return from income and appreciation of investments 
6. Other resources 
7. The investment policies of the University 

Endowment net assets consist of the following at May 31: 

 
Changes in endowment net assets are as follows: 

 
Endowment net assets are split between donor-restricted (with donor restrictions) and funds functioning as 
endowment (without donor restrictions). 
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(b)  Funds with deficiencies 

From time to time, the value of assets associated with individual donor-restricted endowment funds may fall 
below the level the donor or the Act requires the University to retain as a fund of perpetual duration.  As of 
May 31, 2024, one such endowment fund with an aggregated value of $390 with a total of $11 below the minimum 
distribution level.  As of May 31, 2023, thirty-three such endowment funds with an aggregated value of $27,928 
were a total of $700 below the minimum distribution level. 

(c)  Return objectives and risk parameters 

The University has adopted investment and spending policies for endowment assets that attempt to provide a 
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing 
power of the endowment assets. Under this policy, as approved by the Board of Trustees, the endowment assets 
are invested within risk tolerances of the University to provide an expected total return in excess of spending and 
inflation over the long term. 

The principal risk to the endowment is the possibility of prolonged or severe asset depreciation that impairs the 
ability of the fund to preserve the value of the corpus after inflation, fees and the yearly spending distribution. 
The endowment’s broadly diversified portfolio is designed to reduce the volatility of returns. Also, the endowment 
is invested in asset classes that are projected to perform well and act as a hedge in environments that could cause 
prolonged or severe asset depreciation such as high inflation or deflation. Risk management is a dynamic process 
that considers general market developments, the proliferation of new investments and the changing nature of 
correlation across asset classes. The University and its Investment Committee are responsible for this process, 
monitoring and managing the factors pertaining to credit, liquidity, market and operational risks. 

(d)  Strategies employed for achieving objectives 

To satisfy its long-term return objectives, the University relies on a total return strategy in which investment 
returns are achieved through both capital appreciation (realized and unrealized gains) and current income 
(interest and dividends, etc.). The University targets a diversified asset allocation that places emphasis on public 
equities, private markets, hedged strategies, fixed income strategies, and real asset strategies to achieve its 
long-term return objectives within prudent risk constraints. 

(e)  Spending policy and the investment objectives relationship to spending policy 

The University has adopted an endowment spending policy whereby annually the Board of Trustees authorizes 
amounts to be spent for the purposes intended by the donors based in part on an index of the prior year allocation 
for spending and in part on a stipulated percentage of the fair value of endowments participating in the 
investment pool. If the current income of the endowment investments is not sufficient to cover the authorized 
level of spending, the difference is taken from the market value in excess of the historical gift value, to the extent 
available. 

University Administration is authorized to distribute for spending from all endowment funds invested in the 
Investment Pool that have sufficient realized and unrealized capital gains an amount equal to seventy percent 
(70%) of the spending calculated for the previous fiscal year increased by an inflation factor to be determined 
each fiscal year (3% for fiscal year 2024), and a percent determined for each fiscal year (4.5% for fiscal year 2024) 
of thirty percent (30%) of the four-quarter average of the Investment Pool per share market value for the 
preceding calendar year multiplied by the number of shares outstanding at the end of that calendar year. In 
establishing this policy, the University considers the long-term expected return on its endowment. Accordingly, 
over the long term, the University expects the current spending policy to allow its endowment to maintain its 
purchasing power by growing at a rate at least equal to planned payouts and inflationary increases. Additional 
real growth will be provided through new gifts and excess investment returns. 
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17.  Related Party Transactions 

Members of the University’s Board of Trustees and senior management may, from time to time, be associated 
either directly or indirectly with companies that do business with the University. The University has a written 
conflict of interest policy that requires annual reporting by each Board member and University senior 
management. When such relationships exist, measures are taken to mitigate any actual or perceived conflict, 
including requiring that such transactions be conducted at arms’ length, based on terms that are fair and 
reasonable to and in the best interest of the University.  

Although generally such transactions are immaterial, the University does engage in such business transactions 
that may be material. The University has invested funds totaling $10,026 and $13,875 in fiscal years 2024 and 
2023, respectively, with investment firms with which board members are affiliated. 

18.  Commitments and Contingencies 

The University is contractually obligated for approximately $78,961 as of May 31, 2024 for construction projects 
with scheduled completion dates through fiscal year 2029. 

The University is party to various lease agreements which requires the University to make future lease payments 
and other agreements that entitle the University to future independent operations revenues. During the fiscal 
year, the University incurred $934 and $888 in operating lease expenses for facilities and equipment and received 
$3,488 and $3,993 in rental revenue in the fiscal years ended May 31, 2024 and 2023, respectively.  

As of May 31, 2024, the University has lease commitments and future lease revenue for the following future fiscal 
years: 

 
The University participates in the Federal Title IV student financial aid programs and other research and 
development programs funded by federal grants which are subject to federal compliance requirements and 
potential audit by federal government agencies. The University has had no material non-compliance in relation to 
such requirements during the years ended May 31, 2024 and 2023.  

The University enters into contracts with vendors, some of which may have penalties for early termination. It is 
the University’s practice when entering into such contracts to not cancel the contracts prior to the end of their 
term. If, from a business standpoint, including consideration of the cancellation penalty, the University does cancel 
any such contract, it does not believe there would be any material adverse effect on the University’s Consolidated 
Financial Statements. 

The University is a defendant in several legal actions. The outcomes of these actions cannot be determined at this 
time, but management is of the opinion that any liability that may result from these actions will not have a material 
effect on the University’s financial position. 
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The University has entered into various agreements with banks to guarantee the construction loan debt for 
sorority houses built on University land. Under these agreements if the debtor’s default on their obligations, the 
University may be required to satisfy all or part of the remaining obligation. 

19.  Subsequent Events 

The University has evaluated subsequent events from the Statement of Financial Position date of May 31, 2024 
through September 6, 2024, the issuance date of the Consolidated Financial Statements, and determined that 
there are no other subsequent events that warrant disclosure as of this date.   
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