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(1) Summary of Significant Accounting Policies 

(a) General 

Spelman College (the College) is a private, nonprofit institution of higher education located in Atlanta, 
Georgia. The College provides education and training services for students at the undergraduate level 
and performs research, training, and other services under grants, contracts, and similar agreements 
with sponsoring organizations and governmental agencies. 

(b) Basis of Presentation 

The financial statements of the College have been prepared on the accrual basis in conformity with 
U.S. generally accepted accounting principles. 

The College�¶s net assets and revenues, expenses, gains and losses are classified based on the existence 
or absence of donor-imposed restrictions. 

Accordingly, the net assets of the College and changes therein are classified and reported as follows: 

Unrestricted �± Net assets that are not subject to donor-imposed stipulations. 

Temporarily restricted  �± Net assets subject to donor-imposed stipulations that may or will be 
met either by actions of the College and/or the passage of time. 

Permanently restricted �± Net assets subject to donor-imposed stipulations that these be 
maintained permanently by the College. Generally, the donors of these assets permit the College 
to use all or part of the income and gains earned on the related investments for general or specific 
purposes. 

Revenue from sources other than contributions is reported as increases in unrestricted net assets. 
Contributions are reported as increases in the appropriate net asset category. Contributions of assets 
other than cash and cash equivalents are initially recorded at their estimated fair value at the date of 
the gift, as determined by independent appraisal or other valuation methods as deemed appropriate by 
management. Contributions to be received after one year are discounted at a rate commensurate with 
the risks involved. Amortization of the discount is recorded as additional contribution revenue and 
classified in accordance with donor-imposed restrictions, if any, on the contributions. 

Expenses are reported as decreases in unrestricted net assets. Net realized and unrealized gains and 
losses on investments are reported as increases or decreases in unrestricted net assets, unless their use 
is restricted by explicit donor stipulations or by law. Expirations of temporary restrictions (i.e. the 
donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are reported 
as reclassifications from temporarily restricted net assets to unrestricted net assets. Temporary 
restrictions on gifts to acquire long-lived assets are considered met in the period in which the assets 
are acquired and placed in service and are reported as reclassifications from temporarily restricted net 
assets to unrestricted net assets. 

(c) Investments 

Investments consist of marketable securities, privately held limited partnerships and real estate. 
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(h) Cash Equivalents 

Cash equivalents consist primarily of money market accounts, commercial paper, and any other 
short-term investments with original maturities of three months or less. Cash and cash equivalents that 
are part of the pooled investments are shown within investments as these funds are generally not used 
for daily operating needs. 

(i) Use of Estimates 

Management of the College has made certain estimates and assumptions relating to the reporting of 
the allowance for uncollectible student receivables and contributions receivables, useful lives of 
property and equipment, investments without readily determinable fair values, and accrued expenses 
to prepare the financial statements in conformity with U.S. generally accepted accounting principles. 
Actual results could differ from those estimates. 

(j) Bond Issuance Costs 

Bond issuance costs related to the registration and issuance of bonds are carried at cost, less 
accumulated amortization, and are being amortized over the life of the related bonds. Unamortized 
bond issuance costs are recorded as a direct deduction from bonds and notes payable on the 
accompanying statements of financial position. 

(k) Conditional Asset Retirement Obligations 

The College has identified asbestos and lead paint abatement as conditional asset retirement 
obligations (ARO). Asbestos and lead paint abatement costs were estimated using a per/square foot 
estimate. The College is required to recognize period-to-period changes in an ARO liability resulting 
from the passage of time (accretion expense) and revisions in cash flow estimates. The College�¶s asset 
retirement obligations are included in accounts payable and accrued expenses in the accompanying 
statements of financial position. 

The following table presents the activity of the College�¶s asset retirement obligations for the years 
ended June 30, 2015 and 2014: 

2015 2014

Balance at beginning of year $ 1,555,135   2,503,966   
Accretion expense 64,535   61,960   
Retirements �²�������� (681,088)  
Change in estimated cash flows �²�������� (329,703)  

Balance at end of year $ 1,619,670   1,555,135   

 

(l) Recently Implemented Accounting Standards 

In April  2015, Financial Accounting Standards Board (FASB) issued Accounting Standards Update 
(ASU) No. 2015-03, Interest �± Imputation of Interest (Subtopic 835-30): Simplifying the Presentation 
of Debt Issuance Costs (ASU 2015-03). This ASU requires that debt issuance costs related to debt 
shall be reported in the statement of financial position as a direct deduction from the face amount of 
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Endowment net assets consisted of the following at June 30, 2015 and 2014: 
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Changes in endowment net assets for the years ended June 30, 2015 and 2014 were as follows: 
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(5) Property and Equipment 

Property and equipment as of June 30, 2015 and 2014 consist of the following: 

2015 2014

Land $ 14,687,723   14,687,723   
Land improvements 21,654,216   21,654,216   
Buildings 187,915,103   187,915,103   
Furniture and equipment 27,677,019   27,273,929   
Robert W. Woodruff Library at the Atlanta University

Center Consortium, Inc. 547,000   547,000   
Construction in progress 18,873,766   4,785,036   

271,354,827   256,863,007   

Less accumulated depreciation 103,014,081   98,227,685   

$ 168,340,746   158,635,322   

 

Depreciation expense totaled $4,848,277 and $5,213,946 in 2015 and 2014, respectively. 

(6) Bonds and Note Payable 

Bonds and note payable as of June 30, 2015 and 2014 consist of the following: 
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Maturity Original Outstanding as of June 30
Interest rates (serially) issue 2015 2014

Unamortized premium $ 9,420,331  4,294,346  
Bond issuance costs (1,132,967) (1,058,781) 

Total bonds payable,
net 90,302,364  90,785,565  

2011 note payable to equipment
supplier N/A 2016 N/A 427,220  640,829  

Total bonds and
note payable $ 90,729,584  91,426,394  

 

Under the terms of the agreements related thereto, the Revenue Bonds of 2003 (the 2003 bonds) are 
unsecured general obligations of the College. The proceeds of the 2003 bonds were for the purpose of 
financing or refinancing all or a portion of various projects and advance refunding of the 1994 bonds. In 
April  2012, $17,010,000 of the proceeds from the issuance of the Revenue Bonds of 2012 was held in escrow 
for advance refunding of a portion of the 2003 bonds. 

Under the terms of the bond financing documents related thereto, the Revenue Bonds of 1996 and 1999 are 
general obligations of the College. The bonds were secured by irrevocable, direct pay letters of credit issued 
by a commercial bank from the date of the original issuance of the bonds until September 21, 2009. On that 
date, the bond financing documents were amended to include a tax-exempt bank qualified option. This 
allowed the bonds to be purchased by the bank, which previously issued the letter of credit. The interest rate 
on the bonds changed to 0.67% of the sum of LIBOR plus 2.5%. The College continues to pledge 
�³Unrestricted College Revenue�  ́as security for its repayment obligations under the bonds. The maturity 
dates of the bonds did not change. 

Under the terms of the agreements related thereto, the Revenue Bonds of 2007 (2007 bonds) are unsecured 
general obligations of the College. The proceeds of the 2007 bonds were for the purpose of financing all or 
a portion of various projects, as well as refunding the 1994 bonds, and repayment in full of the 2004 note 
payable. In April  2015, $53,820,000 of the proceeds from the issuance of the Revenue Bonds of 2015 was 
held in escrow for advance refunding of a portion of the 2007 bonds. 

Under the terms of the agreements related thereto, the Revenue Bonds of 2012 (2012 bonds) are unsecured 
general obligations of the College. The proceeds of the 2012 bonds were for the purpose of advance refunding 
a portion of the 2003 bonds and refunding the outstanding principal balances of the 2005 and 2008 notes 
payable to a commercial bank. Approximately $18,559,000 of the proceeds from the issuance of the 2012 
bonds was placed in escrow in order to refund $17,010,000 of the 2003 bonds on June 1, 2012. 

Under the terms of the agreements related thereto, the Revenue Bonds of 2015 (2015 bonds) are unsecured 
general obligations of the College. The proceeds of the 2015 bonds were for the purpose of advance refunding 
a portion of the 2007 bonds. Approximately $59,683,000 of the proceeds from the issuance of the 2015 bonds 
was placed in escrow in order to refund $53,820,000 of the 2007 bonds based on an amended maturity date 
of June 1, 2017. 
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observable prices are not available, these investments are valued using one or a combination of the valuation 
techniques described below: 

�x Market Approach: This approach uses prices and other relevant information generated by market 
transactions involving identical or comparable assets or liabilities. 

�x Income Approach: This approach determines a valuation by discounting future cash flows. 

�x Cost Approach: This approach is based on the principle of substitution and the concept that a market 
participant would not pay more than the amount that would currently be required to replace the asset. 

Although a secondary market exists for these investments, it is not active and individual transactions are 
typically not observable. 

In accordance with ASC Subtopic 820-10, certain investments that are measured at fair value using NAV 
have not been classified in the fair value hierarchy. The fair value amounts presented in this table are intended 
to permit reconciliation of the fair value hierarchy to the amounts presented in the consolidated statements 
of financial position. The following tables present for each level within the fair value hierarchy, the College�¶s 
recurring and nonrecurring fair value measurements for assets as of June 30, 2015 and 2014: 
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Operating expenses classified by natural type for the years ended June 30, 2015 and 2014 were as follows: 

2015 2014

Salaries and wages $ 36,903,055   35,744,487   
Fringe benefits 10,147,363   9,439,570   
Depreciation 4,848,277   5,213,946   
Interest on indebtedness 2,399,207   3,622,756   
Other expenses 33,727,400   30,530,939   

Total operating expenses $ 88,025,302   84,551,698   

 

The College allocates operation and maintenance of plant, interest and depreciation to the program and 
support expenses reported in the accompanying statements of activities based upon various methods. The 
following table reports the amount of these expenses included in the accompanying statements of activities 
for the years ended June 30, 2015 and 2014: 

2015
Operation and

Direct maintenance Total
Functional category expenses of plant Interest Depreciation expenses

Instruction $ 22,995,768  3,546,154  �²���� 1,032,350  27,574,272  
Research 3,579,183  �²���� �²���� 326,039  3,905,222  
Public service 420,729  �²����

 

2014
Operation and

Direct maintenance Total
Functional category expenses of plant Interest Depreciation expenses

Instruction $ 21,389,486  3,387,123  �²���� 1,029,017  25,805,626  
Research 3,244,120  �²���� �²���� 375,185  3,619,305  
Public service 376,695  �²���� �²���� �²���� 376,695  
Academic support 7,163,935  288,955  �²���� 405,416  7,858,306  
Student services 8,232,188  1,304,701  �²���� 1,673,344  11,210,233  
Institutional support 19,119,327  1,339,119  1,277,510  359,090  22,095,046  
Auxiliary enterprises 9,572,142  297,205  2,345,246  1,371,894  13,586,487  

$ 69,097,893  6,617,103  3,622,756  5,213,946  84,551,698  
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(12) Pension Plan 

The College has a defined contribution retirement plan with Teacher�¶s Insurance and Annuity Association 
and College Retirement Equities Fund, which covers substantially all full-time employees at time of 
employment. Employees are fully vested in the College�¶s contributions after completing three full years of 
service. 

Total pension expense under this plan approximated $1,613,000 and $1,658,000 for the years ended June 30, 
2015 and 2014, respectively. 

(13) Commitments and Contingencies 

(a) Federal Compliance Audits 

Certain federally funded financial aid programs are routinely subject to compliance audit. The reports 
on the examinations, which are conducted pursuant to specific regulatory requirements by the 
independent auditors for the College, are required to be submitted to both the College and the 
U.S. Department of Education. Such agency has the authority to determine liabilities, as well as to 
limit, suspend, or terminate federal student aid programs. 

These audits could result in claims against the resources of the College. No provision has been recorded 
for any liabilities which may arise from such audits, since the amounts, if any, cannot be determined 
at this date. Management believes that any such amounts would not have a material adverse effect on 
its financial position at June 30, 2015. 

(b) Litigation 

The College is a defendant in various litigation considered to be in the normal course of business. 
Although the final results of any litigation cannot be predicted with certainty, the College believes the 
outcome of pending litigation will not have a material adverse effect on its financial position, changes 
in net assets, or cash flows. 

(c) Operating Leases 

The College has several noncancelable operating leases for equipment with expiration dates through 
2020. 

Future minimum lease payments for years ending June 30 are as follows: 

2016 $ 920,000   
2017 903,000   
2018 843,000   
2019 208,000   
2020 94,000   

$ 2,968,000   

 

Rent expense related to noncancelable operating leases with terms in excess of one year approximated 
$550,000 and $505,000 for the years ended June 30, 2015 and 2014, respectively. 
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(d) Capital Leases 

Assets leased by the College under capital leases at June 30, 2015 and 2014 consist of the following: 

2015 2014

Telephone equipment $ �²�������� 350,684   
Less accumulated amortization �²�������� (315,616)  

$ �²�������� 35,068   

 

(14) Subsequent Events 

The College evaluated subsequent events from the financial reporting date of June 30, 2015 through 
October 19, 2015, which is the date the College�¶s financial statements were available to be issued and 
determined that there were no significant subsequent events requiring disclosure. 


