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Report of Independent Auditors

Management andihe Board of Trustees
Spelman College

Opinion

We have audited the consolidafethncial statements of Spelman College (the College), which
comprise the consolidated statements of financial position &sneB0, 2022 and 2021, and the
related consolidated statements of activities and cash flowssfgears then ended, and the related
notes (collectively referred to as tReancial statement3.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the College dune30, 2022 an@021, and the changes in its net assets and

its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion
We conducted our audits in accordance with auditing stasdgederally accepted in the

United States of America (GAAS). Our responsibilities under those standards are further described
in the Auditor$ R (Ii)-3 (2t( )-64 Td [(in.99C2_0 12 Tf 11re W* n BT /T5n B )30 G.c )50 (d8 (r)]TJa0 g/
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Auditor § Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free of material misstatement, whether due to frawfror, and to issue an auditpr

22104103850 2



Spelman College

ConrsolidatedStatements of Financial Position

June 30
2022 2021

Assets
Cash and cash equivalents $ 127,868,975$ 88,804,528
Student accounts receivable (net of allowance for doubtful

accounts of $2,394,000 #022and $2,309,000 iA021) 798,126 700,606
Grants and other receivables 2,452,540 1,120,691
Contributions receivable, nétlote2) 29,247,247 31,008,196
InvestmentgNotes3 and 9) 497,744,54C 570,846,842
Other assets 1,073,466 811,353
Operating rightof-use assgiNote10) 1,475,737 1,556,204
Property and equipment, n@loteb) 161,291,487 160,930,886
Total assets $ 821,952,118$ 855,779,306
Liabilities and net assets
Accounts payable and accrued expenses $ 7,020,858% 6,947,126
Accrued compensation and related expenses 7,160,7% 6,820,060
Deferred revenue 983,603 1,206,196
Bonds payabl¢Note6) 56,000,498 60,990,513
Obligatiors under right of use leagdlote 10) 1,475,737 1,556,204
Advances from federal government + 635,330
Total liabilities 72,641,42 78,155,429

Net assets:
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Spelman College

Consolidatedstatemerg of Activities

Year Endedlune30, 2022
(With Summarized Financial Informatidar theYear Endedune30, 2021)

2022 2021
Without Donor  With Donor
Restrictions Restrictions Total Total

Operating revenue:
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Spelman College

Consolidatedstatements of Cash Flows

June 30
2022 2021
Cash flows fromoperating activities
Change in net assets $ (28,313,191 $ 188,235,748
Adjustments to reconcile change in net assets toast
used in operating activities:
Depreciation 5,373,218 5,421,031
Amortization of bond issuance costs 64,860 78,355
Amortization of bond premium (754,875) (809,806)
In-kind contribution of property and other (22,665) (5,000)
Net realized and unrealizédains) lossesn investments 59,902,436 (148,295,985
Private gifts and grants restricted for lelggminvestment (32442,541) (16,413,625
(Increase) decrease in student accounts receivable (97,520) 851,990
Decrease (increase) in grants and other receivables (1,331,849 1,185,726
Decrease (increase) in contributions receivable, net 1,760,949 (11,861,167
(Increase) decrease in other assets (239,449) 426,020
Increase (decrease) in accounts payable and accrued exper
and accrued compensation and related expenses 255,100 1,798,791
Increase (decrease) in deferred revenue (222,593) 489,607
Net cash provided by (used in) operating activities 3,931,880 (21,101,685
Cash flows frominvesting activities
Purchases and acquisitions of property and equipment (5,566,178 (3,308,191
Payments received on student notxeivable + 627,114
Proceeds from sales of investments 194,047,703 217,029,846
Purchases of investments (180,847,836 (261,639,194
Net cash (used in) provided by investing activities 7,633,689 (47,290,425
Cash flows fromFinancing activities
Principal repayments on bonds and notes payable (4,300,000 (4,125,000
Increase (decrease) in advances from federal government (643,663) (366,592)
Proceeds from private gifts and grants restrictedofmg-term
investment 32442,541 16,413625
Net cash provided by financing activities 27498,878 11,922,033
(Decrease) Increase dash, cash equivalents and restricted cash 39,064,447 (14,266,707
Cash, cash equivalents and restricted easieginning of year 88,804,528 103,071,235
Cash, cash equivalents and restricted easimd of year $ 127,868,9753% 88,804,528
Supplemental disclosures:
Cash paid for interest $ 2,715,915 $ 2,924,145
Non-cash change in right of use asset and liability 80,467 1,556,204
In-kind gift +property and other 22,665 5,000
Property and equipment included in accounts payable 167,642 22,650
See accompanying notes to financial statements.
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

1. Summary of Significant Accounting Policiegcontinued)

Expenses are reported as decreases in net assets without donor restrictioraliZé¢d and
unrealized gains and losses on investments are reported as increases or decreases in net assets
without donor restrictions unless their use is restricted by explicit donor stipulations or by law.

The expiration of donor restrictionisg,, the donor stipulated purpose has been fulfilled and/or the
stipulated time period has elapsed) are reported as reclassifications from net assets with donor
restrictions to net assets without donor restrictions. Donor restrictions on gifts to acquireddng li

assets are considered met in the period in which the assets are acquired and placed in service and
are reported as reclassifications from net assets with donor restriction to net assets without donor
restrictions.

(c) Investments

Investments consist of
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

1. Summary of Significant Accounting Policies (continued)

Liquidity risk represents the possibility that the College may be unable to rapidly adjust the size
of its portfolio holdings in times of high volatility and financial stress at a reasonable price. If the
College was compelled to dispose of a liquid or illigumdestment at an inopportune time, it may

be required to do so at a substantial discount to fair value.

The College invests in alternative investments, which can be highly illiquid. Under adverse market
or economic conditions, the secondary market foragerof these alternative investments could
contract. As a result, the College could find it more difficult to sell these securities or may only be
able to sell the securities at prices lower than if such securities were more widely traded. The
College$§ interests in alternative investments are generally reported at the net asset value (NAV)
reported by the fund managers, which is used as a practical expedient to estimate the fair value of
the College$ interest therein, unless it is probable that all pordion of the investment will be

sold for an amount different from NAV. As dtine30, 2022and2021, the College had no plans

or intentions to sell investments at amounts different from NAV.

The College holds investments denominated in currencies tidiethe U.S. dollar. Thus, there
is exposure to currency risk because the value of the investments denominated in other currencies
may fluctuate due to changes in currency exchange rates, and this can have an adverse effect on
the reported value of assetsd liabilities denominated in currencies other than the U.S. dollar.

The Collegeh investment portfolio is subject to interest rate and credit risks for certain securities
whose valuation would be impacted by changes in interest rategortfi@io is also subject to
the risk where the issuer of a security is not able to pay interest or repay principal when it is due.

The value of securities held by the College may decline in response to certain economic events,
including those events imp@my entities whose securities are owned and included in the
investment portfolio. Those events impacting valuation may include (but are not limited to)
economic changes, global pandemics, market fluctuations, regulatory changes, global and political
instability, currency, interest rate, and commodity price fluctuations. The College attempts to
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

1. Summary of Significant Accounting Policies (continued)
(d) Property and Equipment

Property anaquipment are stated at cost at date of acquisition or at estimated fair value at date of
donation, less accumulated depreciation.

Depreciation of pyperty and equipment is provided over the estimated useful lives of the
respective assets a straight line basis. A summary of depreciable lives is as follows:

Land improvements 25 year
Buildings 50 year
Furniture and equipment 5 year:
Investment in the Robert W. Woodrdifbrary at the Atlanta

University CenterConsortium, Inc. 7 year:

Property and equipment may be capitalized if it is owned by the Collegephelderations (not
resale), has a useful life that exceeds one year, and meets the capitalization threshold.

(e) AdvancesFrom Federal Government for Student Loans

The College owns a one tenth interest in its Federal Perkins Loan fund used to advance loans to
students. The remaining nine tenths is distributable to the federal government upon liquidation of
the federal loan program and is recorded as a liability in t@ngganyingconsolidatedtatements

of financial position.

(f) Income Tax Status

The College is recognized as an organization exempt from federal income tax under Section 501(a)
of the Internal Revenue Code (the Code) as an organization described in S6dtio){3),

22104103850 10



Spelman College

Notes to the Consolidated Financial Stateméuatinued)

1. Summary of Significant Accounting Policies (continued)

(g) Atlanta University Center Consortium, Inc.

22104103850
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

1. Summary of Significant Accounting Policies (continued)

$22,514,796in 2022and $19%601,418n 2021

22104103850
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

1. Summary of Significant Accounting Policies (continued)

represenng its right to use the underlying asset for the lease term. The guidance is intended to
improve financial reporting of leasing transactions by requiring organizations that lease assets to
recognize assets and liabilities for the rights and obligaticeetenl by leases that extend more
than twelve months. Key provisions in this guidance include additional disclosures surrounding
the amount, timing and uncertainty of cash flows arising from le@ikesaccounting applied by a
lessor under AS201602is largely unchanged from that applied under ASC Topic 840. The ASU

is effective for all business entities for fiscal years beginning &emembed5, 2019. The
College adopted ASU 201@ an July 1, 2020.

2. Contributions Receivable, Net

Contributions receigble as oflune30, 202 and202], are summarized as follows:

22104103850 14



Spelman College

Notes to the Consolidated Financial Stateméuatinued)

2. Contributions Receivable, Ne{continued)

The College has conditional contributions, not recorded, for the promotion of higher education and
research of approximately 2 million. As ofJune30,2022 conditional contributions are broken
out as follows: foundation grants of 83nillion, Title Il of $3.9 million, Department of Defense
of $1.9 million, and other of $1 million. As of June30, 2021, conditional contributions were

22104103850 15
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

4. Endowment Net Assets (continued)

In accordance with the Act, the College considers the following factors in making a determination

to appropriate or accumulate dowrestricted endowment funds:
1. The duration and preservation of the fund
2. The purposes of the College and the demstricted 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 College
7. Theinvestment policies of the College

Endowment net assets consisted of the followiniuae30, 2022and2021

2022
Without Donor With Donor
Restrictions  Restrictions Total
Donorrestricted endowment funds:

Other funds $ + $ 384186497 $ 384186497
Boarddesignated endowment funds 79212354 + 79212354
Total endowed net assets $ 79212354 $384186497 $463398851

2021
Without Donor With Donor
Restrictions  Restrictions Total

Donorrestricted endowment funds:
Other funds $ + $ 444,656,430 % 444,656,430
Boarddesignated endowment funds 96,

22104103850
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Notes to the Consolidated Financial Stateméuatinued)

19



Spelman College

Notes to the Consolidated Financial Statements (continued)

4. Endowment Net Assets (continued)

Changes in endowment net assets for the years ended June 30, 2022 and 2021, were as follows:

2022
Net Assets Net Assets
Without Donor With Donor
Restrictions Restrictions Total

Endowment net asse

2210-4103850 20
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Notes to the Consolidated Financial Stateméuatinued)
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

4. Endowment Net Assets (continued)
(e) Spending Policy

The College utilizes the total return concept (income yield and appreciation) in the management
of its endowment. The College has implemented a spending policy designed to stabilize annual
spending levels and preserve the real value of the endowment ovelntiaseordance with the
College$ policy, a predetermined endowment spending rate, consistent with the Gottegé

return objective, has been established. Should the actual return be insufficient to support this
policy, the balanceés provided from neaccumulated appreciation. Should the return exceed the
amounts withdrawn in accordance with the spending policy, the balance is reinvested in the
endowment.

The College has a policy of appropriating for distribution each year 4.70% of a weighted average
of its endowment funds values asS¥ptembeBO for each of the four fiscal years preceding the
fiscal year in which the distribution is planned. In establishing these policies, the College
considered the expected return on its endowment. Accordinglfzdhege 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. Additional real growth will be provided through new gifts and any
excess investment return. The @gk withdrew an additional A% and 0.4% of the fair value

of the endowment as of the beginning of the year for each of the yearsJem#d0, 2022and

2021, respectivly, in order to support its capital campaign. The actual spending rate used to
suppat the College$ operating budget for the years endade30,2022and2021, calculated as

a percentage of the fair value of the endowment as of the beginning of the yedr2 Wasnd

5.97%, respectively.
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

6. Bonds Payablgcontinued)

Under the terms of the agreements related thereto, the Authority 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 efotes projects and advance refunding

of the 1994 bonds. 1April 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 Doads.

are no amountsutstanding undehe 2003 bonds as dtine30, 2022.

Under the terms of the agreements related thereto, the Revenue Bonds of 2012 (the 2012 bonds)
are unsecured general obligations of the College. The proceeds of the 2012 bonds were for the
purpose of advance refundingartion 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
$17,0L0,000 of the 2003 bonds danel, 2012.

Under the terms of the agreements related thereto, the Revenue Bonds of 2015 (the 2015 bonds)
are unsecured general obligations of the College. The proceeds of the 2015 bonds were for the
purpose of advance refumdj 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 ddtenet, 2017.

The maturity schedul®r bonds payable as dtine30, 2022 is as follows:

Revenue Revenue
Bonds of Bonds of

2012 2015 Total
Year endingJune30:
2023 $ 610,000 $ 4,020,000 $ 4,630,000
2024 600,000 4,220,000 4,820,000
2025 465,000 4,430,000 4,895,000
2026 325,000 4,655,000 4,980,000
2027 315,000 4,890,000 5,205,000
Thereafter 410,000 28,240,000 28,650,000
Total $ 2,725,000 $50,455000 $53,18Q0000

Interest expense related to bonds payable approximate81$040and$2,114,00Cor the years
endedJune30,2022and2021, respectively.

22104103850 24



Spelman College

Notes to the Consolidated Financial Stateméuatinued)

7. Net Assets ReleaseBrom Restrictions

Net assets were released from donor imposed restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events speb¥iatbnors for the years ended
June30, 2022and202], as follows:

2022 2021
Operating:
Scholarships and fellowships $ 18,189,342$% 14224,815
Instruction 10589,218 9,159,087
Research 1,834,420 2,059,934
Public service + 1,267
Academicsupport 1,807,726 881,328
Student services 7,362,146 3,559,285
Institutional support 3,604,191 2,044,613
Auxiliary enterprises 293,421 1,034,193
Other 3,155,90 3,063,182
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

9. Fair Value

The College$ estimates of fair value for financial assets and liabilities are based on the framework
established in ASC Topic 82B6air Value MeasuremeniThis guidance establishes a fair value
hierarchy that prioritizes the inputs to valuation tegbes used to measure fair value. The
hierarchy gives the highest priority to unadjusted quoted prices in active markets foraldentic
assets or liabilitiedevel 1 measurements) and the lowest priotdt unobservable inputEével 3
measurements). Thiree levels of the fair value hierarchy are as follows:

T Levellinputs ftUnadjusted quoted pricés identical assets or liabilities active markets
that are accessible at the measurement date.

T Level2inputs +Quoted prices for instruments that arertical or similar in markets that

are not active and modderived valuations for which all significant inputs are observable,
either directly or indirectlyin active markets.

22104103850 26






Spelman College

Notes to the Consolidated Financial Stateméuatinued)

9. Fair Value (continued)

Contributions receivable for current year gifts are initially measured at fair value in the year the
receivable is recorded based on the present value of future cash flows discounted at a rate
commensurate with risks invad, which is an application of the income approach.

A reasonable estimate of the fair value of advances from the federal government and student loans
could not be made because the notes receivable are not salable and can only be assigned to the
federal goernment or its designees. The carrying value of institutional student notes receivable
approximates fair value.

The carrying amounts of accounts payable, accrued compensation and related expenses, and other
related accruals approximate fair value becatdisbeorelatively short maturity of these financial
instruments.

10. LeasesRight of Use

The College has several noncancelable operating leasesdchinery andequipment with
expiration dates through 202The College adopted the effective date methag 1, 2020. As of
June30, 202 and 2021 the College® right of use assets and corresponding liabiligs
$1,475,737and $1,556,205, respectivendrepresergdthe present value of the remaining lease
paymentsThe payments wemiscounted using the Colle@eweighted average borrowing rate of
3.5% and weighted average remaining lease tern8.@fyears.As a practical expedient, in
accordance with ASC 842, thellzge elected not to separate nonlease components from the lease
component and instead accounftedeach separate lease component and the nonlease components
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

11. Expenses

Expenses are reported in thecompanyingconsolidatedstatements of activities in categories

22104103850 29
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

12. Liquidity and Availability of Financial Assets (continued)

The Collegeh working capital and cash flow to fund general expenditures have seasonal variations
related to the timing of
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Spelman College

Notes to the Consolidated Financial Stateméuatinued)

14. Pension Plan (continued)

Total pension expense under this plan approximate866200 and $2,22,000 for the years
endedJune30, 2022and2021, respectively.

15. Commitments and Contingencies
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