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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Shorter University
Rome, Georgia

We have audited the accompanying financial statements of Shorter University (University), which comprise the
statements of financial position as of May 31, 2014 and 2013, and the related statements of activities and cash
flows for the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Board of Trustees
Shorter University
Rome, Georgia

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Shorter University as of May 31, 2014 and 2013, and the changes in its net assets and cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States of America.
Correction of Errors
As discussed in Note 20, the University corrected beginning net asset balances and classifications. The correction
of these items has been recorded as a prior period adjustment. Our opinion is not modified with respect to this
matter.

Atlanta, Georgia
October 14, 2014
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SHORTER UNIVERSITY
Statements of Financial Position

May 31,
(As restated)
2013

2014
ASSETS:
Cash and cash equivalents
Student accounts receivable–net
Contributions receivable–net
Prepaid expenses and other assets
Student/other loans receivable–net
Bequest receivables
Investments
Funds held in trust by others
Property and equipment–net
Capitalized collection items
Total Assets
LIABILITIES AND NET ASSETS:
Liabilities:
Accounts payable
Accrued expenses and other liabilities
Deferred revenue
Interest rate swap agreement
Capital lease obligations
Long-term debt–net
Funds held in federal loan programs
Conditional asset retirement obligation

$

1,048,078
2,836,381
969,202
622,055
1,121,432
246,009
16,615,124
6,345,945
41,158,545
319,669

$

1,453,183
2,786,294
360,526
765,666
1,080,610
15,759,286
8,878,350
35,426,774
319,669

$

71,282,440

$

66,830,358

$

2,414,065
2,321,606
2,439,170
250,655
36,116
14,927,611
890,072
264,401
23,543,696

$

1,134,804
2,445,514
3,263,532
338,539
72,237
12,744,425
897,073
239,911
21,136,035

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted

27,295,526
7,022,889
13,420,329
47,738,744

Total Liabilities and Net Assets

$

See notes to financial statements
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71,282,440

27,411,248
5,142,574
13,140,501
45,694,323
$

66,830,358

SHORTER UNIVERSITY
Statements of Activities
Year Ended May 31,

Unrestricted
REVENUES AND OTHER SUPPORT:
Tuition and fees
Less financial assistance
Net tuition and fees
Private gifts and grants
Investment return designated for
operating activities
Government grants and contracts
Sales and services of auxiliary enterprises
Other income
Net assets Released from Restrictions:
Satisfaction of purpose restriction
Total Operating Revenues and Other Support

$ 36,560,008
(12,760,228)
23,799,780

Temporarily
Restricted
$

2014
Permanently
Restricted

-

$

-

Total

Unrestricted

$ 36,560,008
(12,760,228)
23,799,780

$ 39,046,163
(12,019,658)
27,026,505

(As restated)
2013
Temporarily
Permanently
Restricted
Restricted
$

-

$

-

Total
$ 39,046,163
(12,019,658)
27,026,505

2,365,413

1,173,992

181,123

3,720,528

2,487,581

331,061

75,446

2,894,088

13,492
259,396
5,976,061
200,039
32,614,181

592,920
1,766,912

181,123

606,412
259,396
5,976,061
200,039
34,562,216

47,088
297,061
5,097,360
248,366
35,203,961

569,680
900,741

75,446

616,768
297,061
5,097,360
248,366
36,180,148

1,168,425

(1,168,425)

-

-

1,453,030

(1,453,030)

-

-

(552,289)

75,446

36,180,148

33,782,606

598,487

181,123

34,562,216

36,656,991

11,932,744
4,020,038
8,066,416
3,791,716
27,810,914

-

-

11,932,744
4,020,038
8,066,416
3,791,716
27,810,914

11,350,077
5,065,107
8,765,177
3,375,056
28,555,417

-

-

11,350,077
5,065,107
8,765,177
3,375,056
28,555,417

Total Operating Expenses

8,150,780
533,287
8,684,067
36,494,981

-

-

8,150,780
533,287
8,684,067
36,494,981

9,457,937
660,782
10,118,719
38,674,136

-

-

9,457,937
660,782
10,118,719
38,674,136

Change in Net Assets from Operating Activities

(2,712,375)

OPERATING EXPENSES:
Program services:
Instructional
Academic services
Student services
Auxiliary enterprises
Supporting activities:
Institutional support
Advancement

(2,017,145)

(continued)
See notes to financial statements
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SHORTER UNIVERSITY
Statements of Activities
(continued)
Year Ended May 31,

Unrestricted
NON-OPERATING REVENUES (EXPENSES):
Non-cash contribution of land and building
Insurance proceeds
Investment return net of amount
designated for current operations
Change in value of split interest agreements
Change in value of interest rate swap
Net assets released from restriction for
capital acquisition
Total Non-Operating Income (Expenses)
Change in Net Assets
Net Assets, Beginning of Year:
As previously reported
Prior period adjustment
As restated
Net Assets, End of Year

1,740,000
111,867

2014
Temporarily
Permanently
Restricted
Restricted

Unrestricted

-

1,740,000
111,867

940,715

1,381,195
(6,415)
-

10,534
88,171
-

1,962,346
75,089
87,884

1,034,149
(2,315)
45,520

(92,952)
1,281,828

98,705

3,977,186

163,024
2,181,093

1,880,315

279,828

2,044,421

163,948

27,411,248
27,411,248

5,142,574
5,142,574

13,140,501
13,140,501

45,694,323
45,694,323

$ 27,295,526

$ 7,022,889

$ 13,420,329

$ 47,738,744

570,617
(6,667)
87,884
92,952
2,596,653
(115,722)

-

Total

See notes to financial statements
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27,274,910
(27,610)
27,247,300
$ 27,411,248

(As restated)
2013
Temporarily
Permanently
Restricted
Restricted
-

Total

-

940,715

1,533,754
(8,827)
-

9,658
96,680
-

2,577,561
85,538
45,520

(163,024)
1,361,903

106,338

3,649,334

809,614

181,784

1,155,346

4,189,224
143,736
4,332,960

12,939,918
18,799
12,958,717

44,404,052
134,925
44,538,977

$ 5,142,574

$ 13,140,501

$ 45,694,323

SHORTER UNIVERSITY
Statements of Cash Flows

May 31,
2014
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided (used) by operating activities:
Depreciation
Amortization and accretion
Adjustment to allowance for student accounts receivable
Donated stock
Loss (gain) on disposal of fixed assets
Contribution portion of asset purchase
Realized and unrealized gains on investments
Change in fair value of the interest rate swap
Contributions received for long-term purposes
Change in value of split interest agreements
Abatement of conditional asset retirement obligation
Change in:
Student accounts receivable
Contributions receivables
Prepaid expenses and other assets
Student loans receivable
Bequest receivables
Accounts payable
Accrued expenses and other liabilities
Deferred revenue
Funds held in federal loan programs
Net Cash Used by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment
Proceeds from sale of property and equipment
Purchase of investments
Proceeds from sale of investments
Net Cash Provided (Used) by Investing Activities

$ 2,044,421
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$

1,155,346

1,899,963
60,761
36,737
(5,587)
3,940
(1,740,000)
(1,820,223)
(87,884)
(181,123)
94,090
(8,498)

1,763,417
22,464
496,884
(6,719)
(4,928)
(1,856,650)
(45,520)
(82,348)
82,525
-

(31,848)
(669,396)
143,611
(35,079)
(246,009)
1,059,365
(123,908)
(824,362)
(7,001)

415,004
120,459
(98,768)
(8,862)
(460,234)
(552,102)
(1,131,970)
(14,895)

(438,029)

(206,897)

(2,847,598)
8,000
(9,097,571)
12,504,725

(2,016,650)
23,400
(15,464,298)
16,069,421

567,556

(continued)

2013

(1,388,127)

SHORTER UNIVERSITY
Statements of Cash Flows
(continued)

May 31,
2014

2013

CASH FLOWS FROM FINANCING ACTIVITIES:
Contributions received for long-term purposes
Payments on capital lease obligations
Proceeds from issuance of long-term debt
Proceeds from split interest agreements
Payments on long-term debt

181,123
(36,121)
1,133
(680,767)

82,348
(38,482)
2,584,151
(353,055)

Net Cash Provided (Used) by Financing Activities

(534,632)

2,274,962

Change in Cash and Cash Equivalents

(405,105)

679,938

Cash and Cash Equivalents, Beginning of Year

1,453,183

773,245

Cash and Cash Equivalents, End of Year

$ 1,048,078

$

1,453,183

SUPPLEMENTAL DISCLOSURE:
Cash paid for interest (includes $15,333 and $25,333
in capitalized interest for 2014 and 2013, respectively)

$

399,996

$

314,695

NONCASH INVESTING AND FINANCING ACTIVITIES:
Donated stock

$

5,587

$

6,719

Restricted cash held for construction obtained
through issuance of debt

$

-

$

1,447,151

Property and equipment purchased through
accounts payable and long-term debt

$ 3,045,682

$

2,113,059

Assets acquired through capital lease obligation

$

-

$

72,237

Noncash contribution of land and building

$ 1,740,000

$

-

Conditional asset retirement obligations assumed
in acquisition of land and building

$

$

-
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10,394

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

1. NATURE OF ORGANIZATION:
Shorter University (University), was founded in 1873, and is a co-educational senior university owned and
operated under the direction of the Executive Committee of the Georgia Baptist Convention (Convention or
GBC). The Convention elects a Board of Trustees, which is empowered to operate the University for the
Convention. Shorter University is committed to excellence in education. The Princeton Review annually
includes Shorter on its lists of best value and best Southeastern colleges. Shorter University is accredited by the
Southern Association of Colleges and Schools (SACS) and is a member of the Council of Christian Colleges
and Universities (CCCU).
Through its campus in Rome, Georgia, as well as remote campuses in Atlanta, the University offers traditional
bachelor’s degrees as well as undergraduate and master’s degrees in the working adult and online programs.
The University is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code
(Code) and comparable state law and is not considered a private foundation under Section 509(a)(1) of the
Code. Contributions to the University are deductible from income taxes within the limitations prescribed by the
Code. The main sources of revenue are tuition and fee income as well as contributions from the public.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
The significant accounting policies followed by the University are described below to enhance the usefulness
of the financial statements to the reader. The preparation of the financial statements in conformity with
accounting principles generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
CASH AND CASH EQUIVALENTS
Cash equivalents are defined as short-term, highly liquid debt securities that are both readily convertible to
cash and have an original maturity of three months or less. The University maintains cash and cash equivalents
in financial institutions which may, at times, exceed federally insured limits. The University has not
experienced any losses on such accounts.
As of May 31, 2014 and 2013, the University had $0 and $1,447,151 held in escrow, respectively, at Fifth
Third Bank, mortgage lender, restricted for the construction of a new residence hall on the University’s Rome
campus. See Note 12 for details of the loan.
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SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:
STUDENT ACCOUNTS RECEIVABLE
Student accounts receivables are reported net of any estimated losses due to uncollectible accounts. Tuition and
fees are due in full at the beginning of each semester. Unpaid amounts from prior semesters are considered past
due and students are not allowed to register for classes until those amounts are paid, or a payment plan is
agreed to by the student. The University does not assess finance charges against student receivables that are
past due.
The University provides an allowance for doubtful accounts equal to the estimated uncollectible receivables
based upon historical trends and specific account analysis. Student receivables are written off on a case-by-case
basis. Annually, all outstanding accounts are examined for age, payment activity‚ and enrollment status to
determine which accounts should be written off. The allowance for doubtful accounts is maintained at a level
which, in management’s judgment, is adequate to absorb potential losses inherent from uncollectible
receivables.
CONTRIBUTIONS RECEIVABLE
When a donor has unconditionally promised to contribute funds to the University in future periods, the
University recognizes a pledge receivable. Pledges expected to be collected within one year are recorded as
support and a receivable at net realizable value. Pledges expected to be collected in future years are recorded as
support and a receivable at the present value of the expected future cash flows. Discounts on those amounts are
computed using risk-free interest rates applicable to the years in which the promises are received. For pledges
received during the years ended May 31, 2014 and 2013, the discount rates used were 3.46% and 3.31%,
respectively. Amortization of discounts is included in contribution revenue. Conditional promises to give are
not included as support until the conditions are substantially met.
STUDENT/OTHER LOANS RECEIVABLE
Student loans receivable consist of amounts due from the Federal Perkins Loan Program administered by the
University. Student loans are recorded net of estimated uncollectible amounts. For student loans, the University
only recognizes the income after the interest is received. Any associated fees and costs are expensed as they
occur. Loans receivable are considered past due if full principal payments are not received in accordance with
the contractual terms.
Other loans receivable consist of amounts due from faculty and/or staff as a part of participating in a
continuing education program funded from an estate gift. Participants apply to the University and are
awarded/approved for a loan to be forgiven over a five year period as long as the participant continues
employment at the University. The amortized forgiveness is recorded as bad debt expense and is reported as
institutional support on the statements of activities.
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SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:
INVESTMENTS
The University’s investments consist of cash and money market funds and various marketable securities held at
financial institutions. Investments in equity securities with readily determinable fair values and all debt
securities are recorded at fair value with gains and losses reported in the statements of activities. Other
investments are reported at cost. Donated investments are recorded at market value at the date of donation and
thereafter carried in conformity with the stated policy.
Investment earnings, including interest and dividend income and unrealized gains and losses. are recorded in
unrestricted net assets unless their use is temporarily or permanently restricted by explicit donor stipulation.
FUNDS HELD IN TRUST BY OTHERS
Beneficial interest in charitable remainder trusts
The University is the beneficiary under several split-interest agreements, primarily charitable remainder
annuity trusts and charitable remainder unitrusts. Under these agreements, the University will receive the
remaining assets of the trusts upon their expirations, normally coinciding with the death of the donor or other
life income beneficiaries. Until that time, the donor or other life income beneficiaries receive income from the
trust. Beneficial interests in charitable remainder trusts are recorded at their fair values upon the establishment
of the trusts, or when the University is notified that they are a beneficiary of a trust. The University recognizes
contribution revenue in an amount equal to the fair value in the initial reporting year. Fair value is determined
using discount rates and actuarial assumptions which consider the donor’s life expectancy and measure present
value of the future distributions expected to be received over the term of the agreement. Subsequent
measurement uses the same present value calculation at each measurement date recording the change in value
of the split interest agreements on the statements of activities. Discount rate at May 31, 2013‚ was 4.8%. The
trust was settled during the year ended May 31, 2014.
Perpetual trusts held by others
The University is also the beneficiary of various perpetual trusts created by donors, held and administered by
independent trustees. Under the terms of the trusts, the University has a legally enforceable right to receive
income earned on the trust assets in perpetuity. The fair value of the beneficial interest in the perpetual trust is
recognized as an asset and as a permanently restricted contribution at the date the trust is established or the
University is notified. The University’s estimate of fair value is based on fair value information received from
the trustees. The trust assets consist of, but are not limited to, cash and cash equivalents, proprietary funds,
mutual funds, and equity securities. These assets are not subject to the control or direction by the University.
Gains and losses, which are not distributed by the trusts, are reflected as change in value of perpetual trusts
held by others in the statements of activities and reported as permanently restricted changes in net assets.
Distributions from the trust are reported as investment income.
Other funds held in trust
The University has funds held in trust at the Georgia Baptist Foundation. These funds are unrestricted and the
University’s Board can withdraw these funds from the Foundation upon request.
-10-

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:
PROPERTY AND EQUIPMENT
Property and equipment purchased since June 30, 1969‚ are recorded by the University at cost at date of
acquisition or fair market value at date of donation, if acquired as gifts. Plant assets acquired prior to June 30,
1969‚ were valued at an appraised value at that time which was designed to closely approximate historical
valuation for the plant as of that date. Purchases and gifts of property and equipment valued at $1,500 or more
are capitalized. Depreciation is provided over the estimated useful lives of the respective assets on a straightline basis.
A summary of depreciable lives follows:
Buildings
Improvements other than buildings
Furniture, fixtures and equipment

50 years
20 years
5-10 years

CAPITALIZED COLLECTION ITEMS
Capitalized collection items consist of artwork, artifacts, and exotic stuffed animals donated to the University,
which are on display in various locations on the campus and is carried at the fair value at the date of the gift.
DEFERRED REVENUE
The University recognizes tuition and related fee revenue as it is earned by prorating the revenues on a monthly
basis within the semester. The amount of revenue that is unearned at year-end is recorded as deferred revenue.
ASSET RETIREMENT OBLIGATION
Asset retirement obligations (ARO) are legal obligations associated with the retirement of long-lived assets.
These liabilities are initially recorded at fair value and the related asset retirement costs are capitalized by
increasing the carrying amount of the related assets by the same amount as the liability. Asset retirement costs
are subsequently depreciated over the useful lives of the related assets. Subsequent to initial recognition, the
University records period-to-period changes in the ARO liability resulting from the passage of time and
revisions to either the timing or the amount of the original estimate of undiscounted cash flows. The University
derecognizes ARO liabilities when the related obligations are settled.
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SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:
CLASSES OF NET ASSETS
The financial statements report amounts by class of net assets:
Unrestricted net assets are currently available at the direction of the Board for use in the University’s
operations, designated as quasi-endowment funds for long-term investment, designated for certain capital
projects/improvements, or invested in property and equipment.
Temporarily restricted net assets are subject to donor imposed stipulations for specific operating purposes or
for the acquisition of property and equipment or are time restricted.
Permanently restricted net assets are contributed with donor restrictions requiring that they be held in
perpetuity with income used for operations and scholarships.
REVENUE AND EXPENSES
Revenue is recognized when earned and support when contributions are made, which may be when cash is
received, unconditional promises are made, or ownership of other assets is transferred to the University.
Student tuition and fees are recorded as revenue during the year the related academic services are rendered.
The University reports gifts of cash and other assets as restricted revenue if they are received with donor
stipulations that limit the use of the donated net assets. When a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statements of activities as net assets released from restrictions.
Gifts-in-kind consist of property and securities recognized at fair value on the date of the gift.
The University reports gifts of land, buildings, and equipment as unrestricted support unless explicit donor
stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit restrictions
that specify how the assets are to be used and gifts of cash and other assets that must be used to acquire longlived assets are reported as restricted support. Absent explicit donor stipulations about how those long-lived
assets must be maintained, the University reports expirations of donor restrictions when the donated or
acquired assets are placed in service.
Operating results in the statements of activities reflect all transactions increasing or decreasing net assets
except those defined as non-operating. The University has defined non-operating activities principally to
include endowment investment activity, net of amounts appropriated by the Board for expenditure to support
operations in accordance with the endowment spending policy, permanently restricted contributions and
bequests added to the endowment or supporting major capital acquisition, net assets released from restrictions
designated for capital expenditures, gains or losses on financial instruments, and activity related to split interest
agreements. Certain other gains and losses considered to be of a more unusual or non-recurring nature are also
included as part of non-operating activities.

-12-

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:
REVENUE AND EXPENSES, continued
Expenses are recorded when incurred in accordance with the accrual basis of accounting. The costs of
providing the program services and supporting activities of the University have been summarized on a
functional basis in the statements of activities. Accordingly, certain costs have been allocated among the
program services and supporting activities benefited. Costs related to the operation and maintenance of the
physical plant, including depreciation of plant assets and interest expense, are allocated to program and
supporting activities based upon the use of the facilities.
The University generally expenses advertising costs as they are incurred. The University expended $250,723
and $590,173 for advertising for the years ended May 31, 2014 and 2013, respectively.
STUDENT FINANCIAL ASSISTANCE PROGRAMS
The University participates in the delivery of student financial assistance programs under various programs
administered by the Department of Education. The related activity is subject to audit both by independent
certified public accountants and by representatives of the administering agency regarding compliance with
applicable regulations. Any resultant findings of noncompliance could potentially result in the required return
of related funds received and/or the assessment of fines or penalties or the discontinuation of eligibility for
participation.
INCOME TAX STATUS
The financial statement effects of a tax position taken or expected to be taken are recognized in the financial
statements when it is more likely than not, based on the technical merits, that the position will be sustained
upon examination. Interest and penalties, if any, are included in expenses in the statements of activities. As of
May 31, 2014, the University has analyzed its tax positions and believes that all more likely than not to be
sustained upon examination.
The University files information tax returns in the U.S. and various states. The University is generally no
longer subject to U.S. federal and state income tax examinations by tax authorities for years before 2009.

-13-

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

3. STUDENT ACCOUNTS RECEIVABLES–NET:
Student accounts receivable consist of:
May 31,
2014
Student accounts receivable - main campus
Student accounts receivable - professional programs
Other student accounts receivable

2013

$

3,219,493
867,208
159,680
4,246,381
(1,410,000)

$

3,225,112
834,004
162,178
4,221,294
(1,435,000)

$

2,836,381

$

2,786,294

Less allowance for doubtful accounts

4. CONTRIBUTIONS RECEIVABLE–NET:
Contributions receivable consist of:
May 31,
2014
Unconditional promises to give
Less present value discount
Less allowance for doubtful accounts
Total
Amounts due in:
Less than one year
One year to five years
More than five years

-14-

2013

$

1,186,306
(158,712)
(58,392)

$

420,817
(28,260)
(32,031)

$

969,202

$

360,526

$

207,000
579,306
400,000

$

207,707
213,110
-

$

1,186,306

$

420,817

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

5. STUDENT/OTHER LOANS RECEIVABLE–NET:
The Universityʼs financing receivables consist of a revolving loan fund for Federal Perkins Loans for which the
University acts as an agent for the federal government and an Institutional Loan Fund created by the University
to assist faculty/staff in funding their further education.
Student/Other loans receivable:
May 31, 2014
Institutional
Federal
Loan Fund
Perkins Loans
Loans receivable, ending balance (evaluated for impairment)
Allowance for credit losses
Recorded investment by credit quality indicator:
Performing
Non-performing

$
$

141,764
-

$
$

979,668
(160,274)

$
$

141,764
-

$
$

979,668
160,274

Student/Other loans receivable:
May 31, 2013
Institutional
Federal
Loan Fund
Perkins Loans
Loans receivable, ending balance (evaluated for impairment)
Allowance for credit losses
Recorded investment by credit quality indicator:
Performing
Non-performing

$
$

96,302
-

$
$

984,308
(150,673)

$
$

96,302
-

$
$

984,308
150,673

The University determined the allowance for estimated losses on these financing receivables by looking at
historical default rates and analyzing the aging of the past due loans. All non-performing loans are included in
the allowance for credit losses.
For Federal Perkins Loans, the credit quality indicator is performance determined by delinquency status,
origination, and servicing of the loan. Delinquency status is updated monthly by the University’s loan servicer.
Federal Perkins Loans that are originated and serviced properly under Department of Education regulations can
be assigned to the Department of Education when deemed no longer collectible. The University is not aware of
any material amount of loans not properly originated or serviced under Department of Education regulations.
Additional disclosures required by the Credit Quality of Financing Receivables topic of the FASB Accounting
Standards Codification (ASC) have not been included in these financial statements due to immateriality.
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6. INVESTMENTS:
The following is a summary of investments:
May 31,
(As restated)
2014
2013
Cash and money market funds
Marketable securities:
Equity securities
Domestic equity mutual funds
International equity mutual funds
Fixed income mutual funds
Alternative investments
Total marketable securities

$

Total investments

64,532

$

290,054

309,210
12,286,454
1,544,356
708,472
1,702,100
16,550,592

278,435
7,355,406
1,321,564
4,985,251
1,528,576
15,469,232

$ 16,615,124

$ 15,759,286

Certain of the investments are part of the University’s endowment fund. The Board appropriates a portion of
the total return on those investments for expenditure in accordance with the University’s spending policy.
Appropriated endowment income and income earned on investments that are not included in endowment fund
are included in operating revenues on the statements of activities.
The following schedule summarizes the investment returns and their classifications in the statements of
activities:
May 31,
2014

2013

Dividend and interest income
Net realized and unrealized gains
Total investment return
Less investment return designated for current operations

$

625,603
1,943,155
2,568,758
(606,412)

$

698,055
2,496,274
3,194,329
(616,768)

Investment return net of amounts designated for current operations

$

1,962,346

$

2,577,561

Investment income is recorded net of management fees of $54,486 and $50,842 for the years ended May 31,
2014 and 2013, respectively.
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7. DISCLOSURE OF FAIR VALUE AND FAIR VALUE MEASUREMENTS:
The following disclosure of the estimated fair value of financial instruments is made in accordance with the
Financial Instruments topic of the FASB ASC. The estimated fair value amounts have been determined by the
University using available market information and appropriate valuation methodologies.
The estimated fair values of the University’s financial instruments are as follows:
May 31, 2014
Carrying
Fair
Amount
Value
Assets:
Cash and cash equivalents
Student accounts receivable–net
Contributions receivable–net
Student/other loans receivable–net
Bequest receivables
Investments
Funds held in trust by others

$ 1,048,078
$ 2,836,381
$
969,202
$ 1,121,432
$
246,009
$ 16,615,124
$ 6,345,945

$ 1,048,078
$ 2,836,381
$
969,202
$ 1,121,432
$
246,009
$ 16,615,124
$ 6,345,945

Liabilities:
Interest rate swap agreement
Capital lease obligations
Long-term debt–net
Funds held in federal loan programs

$
250,655
$
36,116
$ 14,927,611
$
890,072

$
250,655
$
36,116
$ 14,927,611
$
890,072

The Fair Value Measurements and Disclosure topic of the FASB ASC establishes a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. This hierarchy consists of three broad
levels: Level 1 inputs consist of unadjusted quoted prices in active markets for identical assets and have the
highest priority, Level 2 inputs consist of observable inputs other than quoted prices for identical assets, and
Level 3 inputs have the lowest priority.
The University uses appropriate valuation techniques based on the available inputs to measure the fair value of
its investments. When available, the University measures fair value using Level 1 inputs because they generally
provide the most reliable evidence of fair value. Level 3 inputs are only used when Level 1 or Level 2 inputs
are not available.
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7. DISCLOSURE OF FAIR VALUE AND FAIR VALUE MEASUREMENTS, continued:
The following table presents the fair value measurements of assets and liabilities recognized in the
accompanying statements of financial position measured at fair value on a recurring basis and the level within
the fair value hierarchy in which the fair value measurements fall:
Fair Value Measurements at
May 31, 2014
Level 2
Level 3

Level 1
Investments:
Equity securities:
Financial
Services

$

Domestic equity mutual funds:
Bank loan
Diversified emerging markets
High yield bond
Intermediate term bond
Large blend
Large growth
Large value
Mid-cap blend
Mid-cap growth
Small blend

International equity mutual funds

268,579
40,631
309,210

$

-

$

Total

-

$

268,579
40,631
309,210

337,276
1,006,457
2,898,341
2,193,978
3,066,501
1,006,709
2,448
1,428
10,513,138

338,386
1,434,930
1,773,316

-

337,276
1,006,457
338,386
1,434,930
2,898,341
2,193,978
3,066,501
1,006,709
2,448
1,428
12,286,454

1,544,356

-

-

1,544,356

-

708,472
708,472

-

708,472
708,472

-

1,702,100

-

1,702,100
$ 16,550,592

Fixed income mutual funds:
Intermediate term bond
Alternative investments:
Diversified hedge funds

$ 12,366,704

$

4,183,888

$

-

Funds held in trusts by others

$

-

$

4,726,767

$

1,619,178

$

Interest rate swap agreement

$

-

$

$

-

$
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6,345,945
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7. DISCLOSURE OF FAIR VALUE AND FAIR VALUE MEASUREMENTS, continued:
Fair Value Measurements at
May 31, 2013 (Restated)
Level 2
Level 3

Level 1
Investments:
Equity securities:
Financial
Services

$

Domestic equity mutual funds:
Bank loan
Commodities broad basket
Diversified emerging markets
High yield bond
Intermediate term bond
Large blend
Large growth
Large value
Mid-cap growth
Small blend
World allocation

International equity mutual funds

240,062
38,373
278,435

$

-

$

Total

-

$

240,062
38,373
278,435

343,455
184,969
940,145
1,548,675
877,685
21,618
663,609
1,491
1,754,715
6,336,362

345,210
673,834
1,019,044

-

343,455
184,969
940,145
345,210
673,834
1,548,675
877,685
21,618
663,609
1,491
1,754,715
7,355,406

1,321,564

-

-

1,321,564

-

3,365,026
1,620,225
4,985,251

-

3,365,026
1,620,225
4,985,251

-

1,528,576

-

1,528,576
$ 15,469,232

Fixed income mutual funds:
Intermediate term bond
Short term bond
Alternative investments:
Diversified hedge funds
$

7,936,361

$

7,532,871

$

-

Funds held in trusts by others

$

-

$

7,260,752

$

1,617,598

$

Interest rate swap agreement

$

-

$

$

-

$
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(338,539)

8,878,350
(338,539)
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7. DISCLOSURE OF FAIR VALUE AND FAIR VALUE MEASUREMENTS, continued:
The following tables provide further details of the Level 3 fair value measurement:

Beginning balance, June 1, 2013
Matured trust assets received
Change in value of split interest agreements

May 31, 2014
Beneficial
Perpetual
Interest in
Trusts Held by
Trusts
Others
$
111,533 $ 1,506,065
(90,039)
2,616
89,003

Ending balance, May 31, 2014

$

Beginning balance, June 1, 2012
Matured trust assets received
Change in value of split interest agreements

May 31, 2013
Beneficial
Perpetual
Interest in
Trusts Held by
Trusts
Others
$
177,768 $ 1,414,274
(57,800)
(8,435)
91,791

Ending balance, May 31, 2013

$

24,110

111,533

$

$

1,595,068

1,506,065

Valuation techniques: Fair values for stock are based on quoted market prices in an active market. The fair
value of mutual funds is based on quoted net asset values of the shares held by the University at year-end. The
fair value of funds held in trust by others is based on the value of the University’s proportional share of the
overall assets held by the other organizations. The fair value of the interest rate swap agreement is the
estimated amount the financial institutions would receive or pay to terminate the swap agreement at the
reporting date, taking into account current interest rates and the current credit worthiness of the swap counter
parties.
Changes in valuation techniques: None.
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7. DISCLOSURE OF FAIR VALUE AND FAIR VALUE MEASUREMENTS, continued:
Investments included as alternative investments are classified as Level 2 based on their valuation and
redeemability at the measurement date. The following table discloses the nature and risks of these hedge
funds:
May 31, 2014
Total
Market Value
Hedge funds disclosed as Level 2
Lighthouse Investment Partners:
Lighthouse Diversified Fund LTD

$

1,702,100

Exit Frequency

Days Notice

Monthly

90

May 31, 2013
Total
Market Value
Hedge funds disclosed as Level 2
Lighthouse Investment Partners:
Lighthouse Diversified Fund LTD

$

1,528,576

Exit Frequency

Days Notice

Monthly

90

This fund is an offshore hedge fund portfolio that utilizes a fund of funds approach by investing in various
investment funds that hold private equity and debt funds. The fair values of the shares of this fund have been
estimated using the net asset value of the underlying investments. At May 31, 2014, all shares could be
redeemed in less than one year.
8. ENDOWMENT FUNDS:
The University’s endowment consists of approximately 145 individual funds established for a variety of
purposes as a result of donor contributions and board designation. As required by GAAP, net assets associated
with endowment funds, including funds designated by the Board to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions.
The University has interpreted Georgia’s adoption of the Uniform Prudent Management of Institutional Funds
Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the donorrestricted endowment funds absent explicit donor stipulations to the contrary.
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8. ENDOWMENT FUNDS, continued:
As a result of this interpretation, the University classifies as permanently restricted net assets (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
applicable donor gift instruments at the time the accumulation is added to the fund. The remaining portion of
the donor-restricted endowment fund in excess of the original fair value that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are appropriated for
expenditure in a manner consistent with the standard of prudence prescribed by UPMIFA.
In accordance with UPMIFA, the University considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:
1. The duration and preservation of the fund
2. The purposes of the 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 the appreciation of investments
6. Other resources of the University
7. The investment policies of the University
The University has adopted investment and spending policies for the endowment assets that attempt to provide
a predictable stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets. Endowment assets include those assets of donor-restricted funds
that the University must hold in perpetuity as well as board designated funds. Under this policy, as approved by
the Board the endowment assets are invested in a manner that is intended to seek a total return of five percent
plus the growth in the Consumer Price Index over a market cycle of three to five years. Actual returns in any
given year may vary from this amounts.
To satisfy its long-term rate-of-returns objectives, the University relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The University targets a diversified asset allocation to achieve its long term objectives
with prudent risk restraints.
The University has a policy of appropriating for distribution each year up to five percent of its endowment
fund’s average fair value for the 20 quarters proceeding the year in which the expected return on its
endowment. Accordingly, over the long term, the University expects the current spending policy to allow its
endowment to grow at an average of the long-term rate of inflation. This is consistent with the University’s
objective to maintain the purchasing power of the endowment assets held in perpetuity as well as to provide
additional real growth through new gifts and investment return.
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8. ENDOWMENT FUNDS, continued:
Endowment net asset composition by type of fund:
May 31, 2014
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Donor-restricted funds
Board-designated funds
Total funds

$

54,550

$

3,084,835
-

$ 11,847,661
-

$ 14,932,496
54,550

$

54,550

$

3,084,835

$ 11,847,661

$ 14,987,046

May 31, 2013 (As Restated)
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Donor-restricted funds
Board-designated funds
Total funds

Total

Total

$

49,242

$

1,906,171
-

$ 11,656,003
-

$ 13,562,174
49,242

$

49,242

$

1,906,171

$ 11,656,003

$ 13,611,416

Changes in endowment net assets:
For the Year Ended May 31, 2014
Temporarily
Permanently
Restricted
Restricted

Unrestricted
Endowment net assets, June 1, 2013

$

49,242

$

Total

1,906,171

$ 11,656,003

$ 13,611,416

Investment return:
Investment income
Net gains (realized and unrealized)

1,495
6,493

330,707
1,440,877

10,534
-

342,736
1,447,370

Total investment return

7,988

1,771,584

10,534

1,790,106

-

-

181,124

181,124

Contributions
Amounts appropriated for expenditure
Endowment net asset, May 31, 2014

(2,680)
$

54,550
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(592,920)
$

3,084,835

$ 11,847,661

(595,600)
$ 14,987,046
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8. ENDOWMENT FUNDS, continued:
For the Year Ended May 31, 2013 (As restated)
Temporarily
Permanently
Unrestricted
Restricted
Restricted
Total
Endowment net assets, June 1, 2012

$

43,593

$

678,008

$ 11,570,897

$ 12,292,498

Investment return:
Investment income
Net gains (realized and unrealized)

1,362
6,907

296,118
1,501,725

9,658
-

307,138
1,508,632

Total investment return

8,269

1,797,843

9,658

1,815,770

-

-

75,448

75,448

Contributions
Amounts appropriated for expenditure
Endowment net asset, May 31, 2013

(2,620)
$

49,242
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(569,680)
$

1,906,171

$ 11,656,003

(572,300)
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9. FUNDS HELD IN TRUST BY OTHERS:
Funds held in trust by others consist of:
May 31,
2014
Beneficial interest in charitable remainder trusts
Perpetual trusts held by others
Other funds held in trust

2013

$

24,110
1,595,068
4,726,767

$

111,533
1,506,065
7,260,752

$

6,345,945

$

8,878,350

10. PROPERTY AND EQUIPMENT–NET:
Property and equipment consists of:
May 31,
2014
Land
Buildings
Improvements other than buildings
Furniture, fixtures‚ and equipment
Construction in progress

$

Less accumulated depreciation
Net book value of property and equipment
Less listed debt
Investment in property and equipment

3,190,293
43,902,050
1,796,124
16,532,773
567,158
65,988,398
(24,829,853)
41,158,545
(14,927,611)

$ 26,230,934
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2013
$

1,082,216
36,843,686
1,713,122
16,057,654
2,763,347
58,460,025
(23,033,251)
35,426,774
(12,744,425)

$ 22,682,349
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11. INTEREST RATE SWAP:
In December 2011, the University executed an interest rate swap which fixes the variable rate exposure
associated with the note payable with Fifth Third Bank to effective synthetic rates of 1.8%. The interest rate
swap agreement matures on December 20, 2016. In the event of default by the counterparty, a large regional
bank, the University may be exposed to increased interest rates. The University does not anticipate
nonperformance by the counterparty. Terminating the swap while keeping the loan in place would result in
paying off the recognized swap liability, and the interest rate would revert back to the 1.75 percent plus 30-day
LIBOR rate.
May 31,
2014
2013
December 2011 interest rate swap, maturing December 20, 2016:
Fixed rate
Variable rate
Remaining term of contract in years
Original note payable balance covered by agreement (notional amount)
Notional amount outstanding at May 31

1.81%
2.00%
3
$ 10,986,637
$ 9,804,620

1.81%
2.00%
4
$ 10,986,637
$ 10,385,388

The unrealized gains on these agreements are included in the statements of activities and the corresponding fair
value liability is included in interest rate swap in the statements of financial position.
The effects of derivative instruments on the financial statements were as follows as of May 31, 2014 and 2013,
and for the years then ended:
Fair Value of Derivative Instruments in statements of financial position:
Fair Value
Statement Location
Economic hedge:
Interest rate swap

Interest rate swap agreement

2014

$

2013

250,655

$

338,539

Effects of Derivative Instruments in statements of activities:
Gain
Statement Location
Economic hedge:
Interest rate swap

Change in value of interest rate swap
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2014

$

87,884

2013

$

45,520
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12. LONG-TERM DEBT-NET:
Long-term debt consists of:
May 31,
2014
Term loan payable to Fifth Third Bank. Principal payments began January
20, 2012‚ with interest at a base rate of 1.75 percent plus one month
LIBOR rate (which totaled 1.89925 percent at May 31, 2014). This loan
matures December 20, 2016‚ with a balloon payment due. This note is
secured by real estate and certain revenues of the University.

$

7,114,505

2013

$

7,495,272

Revolving line of credit payable to Fifth Third Bank. This is used to
finance operating needs and other general purposes. The line of credit
carries an interest rate of 1.75 percent plus one month LIBOR rate (which
totaled 2 percent at May 31, 2014). The loan matures December 2015‚ and
is secured by real estate and certain revenues of the University.

2,883,544

2,249,153

Construction loan payable to Fifth Third Bank. Monthly principal
payments of $16,667 begin September 2013‚ with interest at a base rate of
1.75 percent plus one month LIBOR rate (which totaled 1.89925 percent at
May 31, 2014). This loan matures December 20, 2016‚ with a balloon
payment due. This note is secured by real estate and certain revenues of the
University.

2,700,000

3,000,000

2,500,000
15,198,049

12,744,425

Noninterest bearing note issued in connection with the acquisition of
property. Note matures in July 2020, with annual payments ranging from
$100,000 to $650,000. The note also carries a forgiveness option whereby
1/10th of the face value of the note is forgiven if the University makes the
first 6 annual payments in accordance with the agreement. Discount on the
note is imputed based on an assumed interest rate of 1.9%. Note is secured
by real estate and certain revenues of the University.

Less unamortized discount (net with noninterest bearing note)
Total

(270,438)
$ 14,927,611

-27-

$ 12,744,425

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

12. LONG-TERM DEBT, continued:
Maturities of long-term debt are as follows:
Years Ending May 31,

Amounts

2015
2016
2017
2018
2019
Thereafter

$

3,577,407
956,805
8,963,837
350,000
350,000
1,000,000

$ 15,198,049
The University has unused letter of credit with an available balance of $116,456. The letter is required as a part
of the University’s financial aid program. The University is also subject to certain financial and non-financial
covenants as set forth in their loan agreements. Management believes the University is in compliance with all
covenants as of May 31, 2014.
13. NET ASSETS:
Net assets consist of:
May 31,
(As restated)
2014
2013
Unrestricted:
Undesignated
Board designated for quasi endowment
Board designated for capital acquisitions
Student loans
Investment in property, plant and equipment
Temporarily restricted:
Student financial assistance
Property acquisition and construction
Instruction and other support
Beneficial interest in charitable trusts
Perpetual trusts held by others–undistributed earnings
Permanently restricted:
Student financial assistance
Instruction and academic support
General support
Perpetual trusts held by others
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$

912,695
53,000
98,897
26,230,934
27,295,526

$

3,579,982
49,242
1,000,000
99,675
22,682,349
27,411,248

3,084,835
847,693
3,043,856
24,110
22,395
7,022,889

1,906,171
112,238
2,991,067
111,533
21,565
5,142,574

9,592,983
479,443
1,775,230
1,572,673
13,420,329

9,357,435
492,917
1,805,649
1,484,500
13,140,501

$ 47,738,744

$ 45,694,323

SHORTER UNIVERSITY
Notes to Financial Statements
May 31, 2014 and 2013

14. OPERATING EXPENSES:
Operating expenses, by natural classification, consist of:

Program
Services
Salaries
Payroll taxes and benefits
Travel and conferences
Interest expense
Repairs and maintenance
Office expenses
Occupancy
Professional and legal fees
Contract services
Depreciation and amortization
Other operating expenses
Bad debt expense

Total

$ 14,602,441
1,469,071
1,288,796
328,388
56,011
398,987
1,536,308
383,060
3,253,127
1,641,978
2,852,747
-

$

1,666,651
1,602,938
30,635
85,901
321,354
26,749
2,042,117
597,518
301,827
263,784
1,149,396
61,910

$

346,618
34,947
19,218
526
2,940
5,071
47,857
1,600
74,510
-

$ 16,615,710
3,106,956
1,338,649
414,289
377,891
428,676
3,583,496
1,028,435
3,556,554
1,905,762
4,076,653
61,910

$ 27,810,914

$

8,150,780

$

533,287

$ 36,494,981

Program
Services
Salaries
Payroll taxes and benefits
Travel and conferences
Interest expense
Repairs and maintenance
Office expenses
Occupancy
Professional and legal fees
Contract services
Depreciation and amortization
Other operating expenses
Bad debt expense

Year Ended May 31, 2014
Management
and General
Fund-raising

Year Ended May 31, 2013
Management
and General
Fund-raising

Total

$ 15,092,454
1,440,848
1,302,751
268,022
205,308
485,832
1,477,501
544,028
2,967,426
1,524,000
3,247,247
-

$

1,990,444
1,984,921
35,733
40,049
86,746
17,402
2,225,018
571,833
93,689
245,700
1,536,938
629,464

$

386,871
40,882
52,230
4,205
1,881
4,384
57,414
112,915
-

$ 17,469,769
3,466,651
1,390,714
308,071
296,259
505,115
3,706,903
1,173,275
3,061,115
1,769,700
4,897,100
629,464

$ 28,555,417

$

9,457,937

$

660,782

$ 38,674,136
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15. FEDERAL FINANCIAL ASSISTANCE:
The federal government awards the University various monies restricted for student financial aid. The monies
are awarded through three federal programs: Pell Grant (Pell), Federal Supplemental Educational Opportunity
Grant (FSEOG), and Federal Work Study (FWS).
Pell provides eligible students a foundation of financial aid to assist with defraying the costs of post-secondary
education. Because the grants are classified as pass-through grants in the amount of $5,733,204 and $6,973,276
for the 2014 and 2013 academic years, respectively, they are excluded from income and expense on these
statements.
The FWS program provides part-time employment to students who need the earnings to help meet their postsecondary education costs. The program is also intended to broaden the range of worthwhile job opportunities
to qualified students. The University received and disbursed $127,520 and $165,660 of FWS awards during
fiscal years 2014 and 2013, respectively. The University also received $131,876 and $131,401 in FSEOG
awards during fiscal years 2014 and 2013, respectively.
16. POST-RETIREMENT BENEFITS:
The University has a matching contributory retirement plan covering all full time employees. The University
matches the employee contribution up to a maximum of five percent of earnings. Pension expense incurred
during the years ended May 31, 2014 and 2013‚ was $434,556 and $429,074.
17. CONDITIONAL ASSET RETIREMENT OBLIGATION:
The conditional asset retirement obligation relates to the estimated costs to remove asbestos in various
buildings at the University.
Changes in conditional asset retirement obligations are as follows:
Year Ended May 31,
2014
2013
Beginning balance
Property acquired with existing conditional asset retirement obligation
Accretion expense
Abatement expenditures

$

239,911
10,394
22,594
(8,498)

$

217,448
22,463
-

Ending balance

$

264,401

$

239,911
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18. RELATED PARTIES AND COMMON CONTROL:
The University is organized under the auspices of the Baptist Convention of the State of Georgia (Convention).
The Convention, a related party, elects the University’s Board of Trustees as well as provides significant
funding for operations. During the years ended May 31, 2014 and 2013‚ the Convention made cash donations
to the University in the amount of $1,833,656 and $1,918,181, respectively.
The Georgia Baptist Foundation (Foundation), another related party, provides investment services for the
University. At May 31, 2014 and 2013, the Foundation held in trust for the benefit of the University $5,868,632
and $8,351,697, respectively. During the years ended May 31, 2014 and 2013, the Foundation made
distributions to the University of $382,895 and $346,169, respectively.
ADE Builders (Company), provided construction and project management services to the University in relation
to campus development projects. The owner of the Company is a close relative of a member of the University's
Board of Trustees. At May 31, 2014 and 2013, the University had outstanding payables due to the Company of
$30,418 and $356,014, respectively. During the years ended May 31, 2014 and 2013, the University made
distributions to the Company of $1,821,063 and $2,185,743, respectively.
19. LEASES:
The University leases multiple satellite campus locations, office equipment and vehicles under operating
leases. These leases expire between October 2013 thru June 2021. Rent expense for these operating leases for
the years ended May 31, 2014 and 2013, totaled $2,038,310 and $2,670,959, respectively. In addition, the
University has obligations for certain equipment under capital leases that expire December 2015. The gross
amount of equipment and related accumulated amortization recorded under the capital lease was as follows:
May 31,
2014

2013

Equipment
Less accumulated amortization

$

108,353
(21,671)

$

108,353
(5,418)

Net book value

$

86,682

$

102,935
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19. LEASES, continued:
Future minimum lease payments are as follows:
Years Ending May 31,

Capital

2015
2016
2017
2018
2019
Thereafter

$

Operating

36,116
36,116

$

2,074,077
2,119,431
2,116,327
1,474,263
1,069,688
2,105,095

$ 10,958,881
Less amount representing interest

-

Present value of net minimum capital lease payments

$

36,116

20. CORRECTION OF ERRORS:
The statements of financial position and statements of activities have been restated to correct three errors as
determined by the University. These corrections represent the write-off of an equity investment that was no
longer the property of the University, the addition of various collections that had not previously been recorded
by the University, and a reclassification of a restricted gift from temporarily restricted to permanently restricted
based on review of the original gift agreement. Adjustments were made as of June 1, 2012, in order to
accurately represent the timing of the activities that necessitated the correction. The impact on the statements
of financial position are as follows:
May 31, 2013
Temporarily
Permanently
Unrestricted
Restricted
Restricted
Total
Decrease of investments
Increase of capitalized collection items
Reclassification of net assets
Prior period adjustment
per statements of activities

$

(119,744)
92,134
-

$

162,535
(18,799)

$

18,799

$

(119,744)
254,669
-

$

(27,610)

$

143,736

$

18,799

$

134,925

21. SUBSEQUENT EVENTS:
Subsequent events have been evaluated through the report date, which represents the date the financial
statements were available to be issued. Subsequent events after that date have not been evaluated.
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