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Independent Auditors�¶ Report 

The Board of Trustees 

Loyola University Maryland, Inc.: 

We have audited the accompanying financial statements of Loyola University Maryland, Inc., which comprise 

the balance sheets as of May 31, 2018 and 2017, 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 U.S. generally accepted accounting principles; 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 audit 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 auditors’ 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. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 

position of Loyola University Maryland, Inc. as of May 31, 2018 and 2017, and the changes in its net assets and 

its cash flows for the years then ended in accordance with U.S. generally accepted accounting principles. 

 

Baltimore, Maryland 

October 16, 2018 
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LOYOLA UNIVERSITY MARYLAND, INC.

Balance Sheets

May 31, 2018 and 2017

(Dollars in thousands)

Assets 2018 2017

Cash and cash equivalents $ 31,723  22,172  
Student tuition receivables (net of allowance for doubtful accounts

of $385 in 2018 and $240 in 2017) 2,872  3,016  
Contributions receivable, net 10,612  8,948  
Prepaid expenses and other assets 5,137  3,021  
Investments 284,315  278,146  
Student loan receivables, net 3,476  4,272  
Land, buildings, and equipment, net 314,223  313,209  
Interest in perpetual trust 14,193  13,537  

Total assets $ 666,551  646,321  

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued liabilities 7,104  

U.S. government grants refundable 2,597  2,602  

Total liabilities 164,653  172,495  

Net assets:
Unrestricted 351,281  337,867  
Temporarily restricted 52,092  43,623  
Permanently restricted 98,525  92,336  

Total net assets 501,898  473,826  

Total liabilities and net assets $ 666,551  646,321  

See accompanying notes to financial statements.
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LOYOLA UNIVERSITY MARYLAND, INC.

Statements of Cash Flows

Years ended May 31, 2018 and 2017

(Dollars in thousands)

2018 2017

Cash flows from operating activities:
Change in net assets $ 28,072  35,517  
Adjustments to reconcile change in net assets to net cash provided

by operating activities:
Depreciation and amortization 11,090  10,683  
Loss on disposal of assets —  367  
Contributions restricted for long-term investment (6,636) (7,292) 
Net realized and unrealized gains on investments (13,911) (22,582) 
Change in fair value of interest rate swap (1,225) (1,110) 
Change in assets and liabilities:

Student tuition receivables, net 144  (144) 
Contributions receivable, net (1,664) 527  
Prepaid expenses and other assets (2,116) 1,856  
Interest in perpetual trust (656) (1,184) 
Accounts payable and accrued liabilities (3,655) 2,129  
Deferred tuition and refundable advances 657  (649) 
Other liabilities 8  (243) 
U.S. government grants refundable (5) (201) 

Net cash provided by operating activities 10,103  17,674  

Cash flows from investing activities:
Purchase of land, buildings, and equipment (12,346) (9,160) 
Sales of investments 85,342  55,846  
Purchase of investments (77,570) (118,458) 
Issuance of student loans (253) (649) 
Proceeds from payments on student loans receivable 1,049  1,125  

Net cash used in investing activities (3,778) (71,296) 

Cash flows from financing activities:
Proceeds from contributions restricted for long-term investment 6,636  7,292  
Payments on bonds payable (3,380) (3,190) 
Payments under annuities (30) (23) 

Net cash provided by financing activities 3,226  4,079  

Net increase (decrease) in cash and cash equivalents 9,551  (49,543) 

Cash and cash equivalents at beginning of year 22,172  71,715  

Cash and cash equivalents at end of year $ 31,723  22,172  

Supplemental cash flow information:
Cash paid during the year for interest $ 5,662  5,914  

See accompanying notes to financial statements.
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Notes to Financial Statements 

May 31, 2018 and 2017 

(Dollars in thousands) 

 6 (Continued) 

(1) Nature of Operations and Summary of Significant Accounting Policies 

(a) Nature of Operations  

Loyola University Maryland, Inc. (the University or Loyola) is a private, nonprofit higher education 

institution located in Baltimore, Maryland (Baltimore). The University provides education and training 

services to approximately 3,900 undergraduate and 1,900 graduate students. The students are from 

approximately 39 states and 60 countries; 80% of undergraduate students live on campus during the 

academic year. 

(b) Basis of Presentation  

The financial statements of the University have been prepared on the accrual basis of accounting. The 

preparation of financial statements in conformity with U.S. generally accepted accounting principles 

requires management to make estimates and judgments that affect the reported amounts of assets and 

liabilities and disclosures of contingencies at the date of the financial statements and revenues and 

expenses recognized during the reporting period. Actual results could differ from those estimates. 

The net assets of the University are classified into three groups based on the nature of the 

donor-imposed restriction, if any, as follows: 

Unrestricted Net Assets – Net assets that are not subject to donor-imposed stipulations. 

Temporarily Restricted Net Assets – Net assets whose use is subject to donor-imposed stipulations 

that will be met either by actions of the University and/or the passage of time. Temporarily 

restricted net assets result from contributions and/or investment return on restricted endowment 

funds. 

Permanently Restricted Net Assets – Net assets subject to donor-imposed stipulations that they be 

maintained permanently by the University. Generally, the donors of these assets permit the 

University to use all or part of the return earned on related investments for general or specific 

purposes. 

Revenues are reported as increases in unrestricted net assets unless their use is limited due to 

donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and 

losses on investments are reported as increases or decreases in unrestricted net assets unless their 

use is restricted by donor stipulations or by law. Expirations of temporary restrictions recognized on net 

assets (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 or placed into service. 

Assets and liabilities are presented in the order of liquidity in the balance sheets except that 

investments may include short-term securities that are available for operations. 
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(m) Income Tax S tatus  

The University is qualified as a not-for-profit organization under Section 501(c)(3) of the Internal 

Revenue Code, as amended. Accordingly, the University is not subject to income taxes except to the 

extent it has taxable income from activities that are not related to its exempt purpose. No provision for 

income taxes was required for fiscal years 2018 or 2017. 

Management has analyzed the tax positions taken by the University, and has concluded that as of 

May 31, 2018, there are no uncertain positions taken or expected to be taken that would require 

recognition of a liability (or asset) or disclosure in the financial statements. The University is subject to 

routine audits by taxing jurisdictions; however, there are currently no audits for any tax periods in 

progress. 

(n) Functional Expenses  

Costs related to the operation and maintenance of physical plant, including depreciation of plant assets 

and interest on related debt, are allocated to program and supporting activities based upon use of 

facilities. 

(o) Nonop erating Activities  

Nonoperating activities reflect transactions of a long-term investment or capital nature, including 

contributions restricted for acquisitions of facilities and equipment; endowment contributions; 

endowment return in excess of, or less than, the University’s spending policy; changes in the value of 

split-interest agreements, including perpetual trusts held by others; and, transactions of an unusual or 

infrequent nature. 

(p) Concentration of Credit Risk  

Financial instruments, which potentially subject the University to concentrations of credit risk, consist 

primarily of cash and cash equivalents, investments, pledges receivable and certain revenue sources. 

The University has several bank accounts at May 31, 2018 containing balances which exceed FDIC 

limits. Investments are held at creditworthy financial institutions. By policy, these investments are kept 

within authorized limits designed to prevent risks caused by concentration. Credit risk with respect to 

pledges receivable is generally limited; however, the University receives support from a large number 

of donors and has maintained long-term relationships with these donors. At May 31, 2018, 

approximately 44% of net pledges receivable were from three major donors. At May 31, 2017, 

approximately 32% of net pledges receivable were from two major donors. 

(q) Derivative Financial Instruments  

Derivative financial instruments (interest rate swap) are measured at fair value and recognized as 

assets or liabilities, with the change in fair value included in the statements of activities. The fair value 

of the swap is determined using pricing models developed based on the LIBOR swap rate and other 

observable market data, adjusted for credit risk as appropriate. 
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The following table presents a reconciliation for all Level 3 assets measured at fair value on a recurring 

basis for the year ended May 31, 2018: 

Interest in

Private perpetual

equity Other trust Total

Beginning balance, June 1, 2017 $ 4,759  1,874  13,537  20,170  

Net realized and unrealized

gains 1,249  18  656  1,923  

Sales and settlements (247) —  —  (247) 

Ending balance, May 31, 2018 $ 5,761  1,892  14,193  21,846  
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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: duration and preservation of the fund, purposes of the endowment 

fund, general economic conditions, possible effect of inflation and deflation, expected total return from 

investments, other resources of the University, and investment policies. 

Endowment net assets consist of the following as of May 31, 2018: 

Temporarily Permanently

Unrestricted restricted restricted Total

Donor-restricted

endowment funds $ —  33,174  78,548  111,722  

Board-designated

endowment funds 116,429  —  —  116,429  

$ 116,429  33,174  78,548  228,151  

 

Endowment net assets consist of the following as of May 31, 2017: 

Temporarily Permanently

Unrestricted restricted restricted Total

Donor-restricted

endowment funds $ —  30,027  71,912  101,939  

Board-designated

endowment funds 112,927  —  —  112,927  

$ 112,927  30,027  71,912  214,866  

 

Changes in endowment net assets for the year ended May 31, 2018 are as follows: 

Temporarily Permanently

Unrestricted restricted restricted Total

Endowment net assets,

June 1, 2017 $ 112,927  30,027  71,912  214,866  

Investment return 8,715  8,001  —  16,716  

Contributions collected 165  —  6,182  6,347  

Change in donor designation —  —  454  454  

Appropriation for

expenditure (5,378) (4,854) —  (10,232) 

Endowment net assets,

May 31, 2018 $ 116,429  33,174  78,548  228,151  
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Changes in endowment net assets for the year ended May 31, 2017 are as follows: 

 

(b) Funds with Deficiencies  

From time to time, the fair value of assets associated with an individual donor-restricted endowment 

fund may fall below the original value of the fund. There were no deficiencies of this nature. 

Subsequent gains that restore the fair value of the assets of the endowment fund to the required level 

will be classified as an increase in unrestricted net assets. 

(c) Return Objectives and Risk Parameters  

The University has adopted investment and spending policies for endowment assets that attempt to 

provide a predictable stream of funding to programs supported by its endowment while seeking to 

maintain the purchasing power of the endowment assets. Under the investment policy, as approved by 

the Board of Trustees, the endowment assets are invested in a manner that is intended to produce 

results that exceed the price and yield results of a benchmark composed of S&P 500 and Barclays 

Capital Aggregate Bond indexes while assuming a moderate level of investment risk. The University 

expects its endowment funds, over three to five years, to provide an average annual real rate of return 

of at least 5%. Actual returns in any given year may vary from this amount. 

(d) Strategies Employed for Achieving Objectives  

To satisfy its long-term rate-of-return 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 that places emphasis 

on investments in equities, bonds, and absolute return strategies in a ratio to achieve its long-term 

return objectives within prudent risk constraints. 

(e) Spending Policy and How the Investment Objectives Relate to Spending Policy  

The University has a policy of appropriating for a maximum distribution each year of up to 5% of its 

endowment funds’ average fair value using the prior three years through the fiscal year-end preceding 

the fiscal year in which the distribution is planned. In establishing these policies, the University 

considered the expected return on its endowment. 
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