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Independent Auditor’s Report

The Board of Trustees
Queens University of Charlotte
Charlotte, North Carolina

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Queens University of Charlotte and its
subsidiary (collectively, the “University”), which comprise the consolidated statement of
financial position as of June 30, 2023, and the related consolidated statement of activities and
cash flows for the year then ended, and the related notes to the consolidated financial
statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the University as of June 30, 2023, and the results
of its operations and its cash flows for the year 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 standards generally accepted in the United
States of America “GAAS” and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent
of the University and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinion.

Report on Summarized Comparative Information

We have previously audited the University’s 2022 consolidated financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated
October 28, 2022. In our opinion, the summarized comparative information presented herein as
of and for the year ended June 30, 2022, is consistent in all material respects with the audited
consolidated financial statements from which is has been derived.

Responsibilities of Management for the Financial Statements

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

BDO USA, P.C., a Virginia professional corporation, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the international
BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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In preparing the consolidated financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about
the University’s ability to continue as a going concern within one year after the date that the
consolidated financial statements are issued or available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

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

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

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

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

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

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

Other Matters

Supplementary Information

Our audit of the consolidated financial statements was conducted for the purpose of forming an
opinion on those statements as a whole. The Financial Responsibility Ratio Supplemental Schedule

is presented for purposes of additional analysis and is not a required part of the consolidated
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financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the
consolidated financial statements. The information has been subjected to the auditing procedures
applied in the audit of the consolidated financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the consolidated financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 2, 2024 on our consideration of the University’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is solely to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the University’s internal control
over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the University’s internal
control over financial reporting and compliance.

S0 Wk 2.0

February 2, 2024
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Queens University of Charlotte

Consolidated Statements of Financial Position

June 30, 2023 2022
Assets
Cash and cash equivalents 9,517,453 % 14,212,988
Cash and cash equivalents held by bond trustee 19,666,483 23,221,249
Accounts receivable, net 2,056,149 3,277,245
Contributions receivable, net 4,256,763 6,171,856
Prepaid expenses and other assets 1,165,907 3,257,062
Investments, at fair value 153,458,066 153,518,984
Beneficial interest in perpetual trusts 5,070,378 4,839,331
Beneficial interest in non-perpetual trust 24,554 1,494,924
Property, plant and equipment, net 148,392,190 144,021,583
Total Assets $ 343,607,943 $ 354,015,222
Liabilities and Net Assets
Liabilities
Accounts payable and accrued liabilities 9,386,480 $ 7,514,402
Other liabilities 1,088,750 1,282,969
Deposits and deferred revenue 9,227,816 9,439,265
Line of credit 3,556,593 5,679,445
Equipment and term loans 4,156,378 4,266,511
Bonds payable, net 94,123,901 94,027,484
Total Liabilities 121,539,918 122,210,076
Net Assets
Without donor restrictions 133,836,771 144,329,883
With donor restrictions 88,231,254 87,475,263
Total Net Assets 222,068,025 231,805,146
Total Liabilities and Net Assets $ 343,607,943 $ 354,015,222

See accompanying notes to consolidated financial statements.



Queens University of Charlotte

Consolidated Statements of Activities

Years ended June 30, 2023 2022
Without Donor With Donor
Restrictions Restrictions Total Total
Revenues
Tuition and fees, net of student aid ($30,424,798 and $28,837,011 at June 30
2023 and June 30, 2022, respectively) 27,570,440 - 27,570,440 31,229,532
Total tuition and fees, net of student aid 27,570,440 - 27,570,440 31,229,532
Other Support
Private gifts and grants 3,564,553 4,451,457 8,016,010 13,334,632
Private gifts and grants - gifts in kind 420,844 - 420,844 1,446,619
Governmental grants and contracts - 1,091,429 1,091,429 2,271,291
Other income 7,488,616 - 7,488,616 2,280,574
Sales and services of auxiliary enterprises 12,908,304 - 12,908,304 12,208,488
Total other support 24,382,317 5,542,886 29,925,203 31,541,604
Appropriations and net assets released from restrictions
Appropriation of endowment returns without restrictions 9,767,542 - 9,767,542 9,600,464
Appropriation of endowment returns with restrictions 3,861,511 (3,861,511) - -
Release of donor funded scholarships and program support 5,833,933 (5,833,933) - -
Total revenues and other support 71,415,743 (4,152,558) 67,263,185 72,371,600
Expenses
Instruction 19,471,519 - 19,471,519 19,932,351
Student services 19,115,566 - 19,115,566 14,215,125
Institutional support 23,437,050 - 23,437,050 21,089,346
Auxiliary enterprises 4,804,147 - 4,804,147 4,599,530
Total expenses 66,828,282 - 66,828,282 59,836,352
Change in net assets before gains, losses and other activities 4,587,461 (4,152,558) 434,903 12,535,248
Gains, Losses and Other Activities
Distribution of endowment returns without restrictions (9,767,542) - (9,767,542) (9,600,464)
Net realized gains (losses) on investments and investment income 36,102 4,076 40,178 674,425
Net unrealized gains (losses) on investments 5,822,643 4,904,473 10,727,116 (21,891,314)
Loss on disposal of land, buildings and equipment, net (6,393) - (6,393) -
Changes in fair value of financial instruments - - - 6,505,439
Depreciation expense (6,864,682) - (6,864,682) (6,955,295)
Interest expense and amortization of debt issuance costs (4,300,701) - (4,300,701) (2,437,499)
Change in net assets (10,493,112) 755,991 (9,737,121) (21,169,460)
Net assets, beginning of year 144,329,883 87,475,263 231,805,146 252,974,606
Net assets, end of year $ 133,836,771 $ 88,231,254 $ 222,068,025 $ 231,805,146

See accompanying notes to consolidated financial statements.



Queens University of Charlotte

Consolidated Statements of Cash Flows

Years ended June 30, 2023 2022
Operating Activities
Change in net assets $ (9,737,121) $ (21,169,460)
Adjustments to reconcile change in net assets to net cash provided by operating activities:
Depreciation expense 6,864,682 6,955,295
Change in the provision for uncollectable accounts 48,982 141,508
Amortization of debt issuance costs 107,470 180,198
Loss on disposal of assets 6,393 -
Net unrealized (gains) losses on investments (10,571,615) 21,027,493
Net unrealized (gains) losses on beneficial interest in perpetual trusts (130,947) 792,969
Net unrealized (gains) losses on beneficial interest in non-perpetual trust (24,554) 70,852
Change in fair market value of financial instruments - (6,505,439)
Contribution, real estate - (1,005,300)
Private gifts and grants permanently restricted (400,600) (272,150)
Decrease (increase) in accounts receivable 1,071,410 (2,071,718)
Decrease in contributions receivable 2,015,797 748,447
Decrease (increase) in prepaid expenses and other assets 2,060,835 (1,734,721)
Increase (decrease) in accounts payable, accrued liabilities, and annuities due 1,833,934 (436,087)
Decrease in deposits and deferred revenue (211,449) (622,295)
Net Cash and Cash Equivalents Used in Operating Activities (7,066,783) (3,900,408)
Investing Activities
Purchases of property, plant and equipment (11,331,674) (2,339,734)
Receipt of agency funds - Federal Pell grants 1,506,287 1,815,880
Disbursement of agency funds - Federal Pell grants (1,475,967) (1,669,339)
Sales of investments 15,821,996 14,265,114
Purchases of investments (3,794,640) (2,577,717)
Net Cash and Cash Equivalents Provided by Investing Activities 726,002 9,494,204
Financing Activities
Net payments on lines of credit (2,133,905) (3,184,256)
Payments on lease obligations, net (66,082) (159,609)
Borrowings on equipment loan 3,500,000 -
Payments on term loan (3,610,133) (3,545,859)
Borrowings under bond arrangements - 95,450,000
Payments on bond obligations - (62,279,999)
Debt issuance costs - (1,422,516)
Private gifts and grants permanently restricted 400,600 272,150
Net Cash and Cash Equivalents (Used in) Provided by Financing Activities (1,909,520) 25,129,911
Net Increase in Cash and Cash Equivalents (8,250,301) 30,723,707
Cash and Cash Equivalents, beginning of year 37,434,237 6,710,530
Cash and Cash Equivalents, end of year $ 29,183,936 $ 37,434,237
Supplemental Reconciliation of Cash and Cash Equivalents
Cash and cash equivalents, unrestricted $ 9,517,453 $ 14,212,988
Cash and cash equivalents, restricted $ 19,666,483 $ 23,221,249
Total Cash and Cash Equivalents $ 29,183,936 $ 37,434,237
Supplemental Disclosure of Cash Flow Information
Interest paid $ 4,300,701 $ 2,437,499
Debt related interest expense $ 4,289,648 $ 2,257,301

See accompanying notes to consolidated financial statements.



Queens University of Charlotte

Notes to Consolidated Financial Statements

1. Significant Accounting Policies
Description of the University and Endowment

Queens University of Charlotte is a nonprofit corporation operating as a private, co-educational,
Presbyterian-affiliated comprehensive university with a commitment to both liberal arts and
professional studies. Located in Charlotte, North Carolina, Queens University of Charlotte serves
approximately 2,100 undergraduate and graduate students through the College of Arts and Sciences,
the McColl School of Business, the Wayland H. Cato, Jr. School of Education, the James L. Knight
School of Communication, the Hayworth School for Graduate and Continuing Education and the
Andrew Blair College of Health which features the Presbyterian School of Nursing. Queens University
of Charlotte is accredited by the Commission of Colleges of the Southern Association of Colleges and
Schools. Queens University of Charlotte’s revenue consists principally of student tuition, room and
board, federal and state grants, and private gifts.

The Queens University of Charlotte Endowment (“Endowment’) was organized in November 2014 as
a nonprofit corporation for the purposes of investing and managing the assets of Queens University
of Charlotte pooled endowment as described in Note 2 below. The Endowment’s board of trustees
is controlled by Queens University of Charlotte. The Endowment is managed by third-party services
firm Foundation for the Carolinas (“Foundation”), also a nonprofit corporation, which invests and
manages funds for various institutions. In January of 2015, Queens University of Charlotte sold the
liquid assets from its endowment, transferred the proceeds to the Endowment and directed that
the proceeds be used to invest in certain investment pools provided by the Foundation. Additionally,
Queens University of Charlotte transferred and assigned its illiquid assets from its endowment to
the Foundation for the purposes of investing in certain investment pools on behalf of the
Endowment. The Endowment owns a fractional share of the Foundation’s investment pools as more
fully described in the notes below. Queens University of Charlotte is the sole beneficiary of the
Endowment.

Principles of Consolidation

The consolidated financial statements and related notes herein include the consolidation of Queens
University of Charlotte and the Queens University of Charlotte Endowment, collectively “the
University”. All intercompany transactions and balances are eliminated in consolidation.

Basis of Accounting

The consolidated financial statements of the University have been prepared on the accrual basis of
accounting. The consolidated statements of activities include summarized comparative information
from the prior year in total but not by net asset class. Such information does not include sufficient
detail to constitute a presentation in conformity with generally accepted accounting principles in
the United States (““U.S. GAAP™). Accordingly, such information should be read in conjunction with
the Company’s consolidated financial statements for the year ended June 30, 2022.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. Actual results could differ from those
estimates.
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Queens University of Charlotte

Notes to Consolidated Financial Statements

Basis of Presentation

The University’s net assets and its revenues, expenses, gains and losses are classified based on the
absence or existence of donor-imposed restrictions. Accordingly, net asset changes therein are
classified and reported as “without donor restrictions” and “with donor restrictions”:

o Net assets without donor restrictions are available for use in general operations and result
from revenues that were not restricted by donors or where the donor-imposed restrictions
have expired.

o Net assets with donor restrictions result from contributions and other inflows of assets (such
as investment income and gains) whose use by the University is limited by the donor-imposed
stipulations that require the University use or expend the donated assets as specified and/or
are satisfied either by the passage of time or by actions of the University. This category also
results from contributions and other inflows of assets whose use by the University is limited
by donor-imposed stipulations that neither expire by the passage of time nor can be fulfilled
or otherwise removed by action of the Board of Trustees pursuant to those stipulations.
However, donors may release the restrictions on net assets with donor restrictions.

Revenues are reported as increases in net assets without donor restrictions unless use of the related
assets is limited by donor-imposed restrictions. Expenses are reported as decreases in net assets
without donor restrictions. Gains and losses on investments and other assets are reported as
increases or decreases in net assets without donor restrictions unless their use is restricted by
explicit donor stipulation or by law.

Contributions, including unconditional promises to give, are recognized as revenues in the period
received. Conditional promises to give are not recognized until they become unconditional, that is,
when certain performance-related barriers are met. Contributions of assets other than cash are
recorded at their estimated fair value. Contributions of cash to acquire or construct long-lived assets
are reclassified from net assets with donor restrictions to net assets without donor restrictions on
the statements of activities at the point in time that the acquired or constructed property, plant,
or equipment is placed in service. Contributions to be received after one year are discounted at an
appropriate discount rate commensurate with the risks involved. Amortization of discounts is
recorded as additional contributed revenue in accordance with donor-imposed restrictions, if any,
on the contributions. For the years ended June 30, 2023 and 2022, there were no conditional
contributions received.

Income and realized and unrealized net gains on investments of endowment and similar funds are
reported as follows:

= As increases in net assets with donor restrictions (in perpetuity) if the terms of the gift
require that they be added to the principal of an endowment fund; and

e Asincreases in net assets with donor restrictions (time and purpose) if the terms of the gift
impose restrictions on the use of the income or until income is appropriated by the Board of
Trustees.
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Queens University of Charlotte

Notes to Consolidated Financial Statements

Reclassifications

Certain 2022 tuition and grant revenue amounts have been reclassified to conform to the 2023
presentation with the accompanying consolidated financial statements.

Financial Instruments

The University’s financial instruments that are recorded at fair value include investments, beneficial
interests in trusts and interest rate swap agreements. Other financial instruments which include
cash and cash equivalents, accounts receivable, contributions receivable, accounts payable,
annuities payable, interest rate swaps, and bonds payable are stated at cost which approximates
fair value.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid instruments with original maturities of three months
or less from the date of purchase. At various times throughout the year, the University may have
cash balances in financial institutions which exceed the amounts that are federally insured. Cash
balances that exceeded federally insured limits totaled $28,073,299 at June 30, 2023. As of June
30, 2023 there is $5,277,241 of cash with donor restrictions expected to be released from
restrictions within the next 12 to 18 months.

Accounts Receivable

Accounts receivable, a significant portion of which is due from current and former students and are
unsecured, are recorded at the invoiced amount and do not bear interest. At June 30, 2023 there
were approximately $107,000 in other receivables related to Covid-relief funds due to be received
from federal and state sources.

Accounts receivable are summarized as follows:

June 30, 2023 2022
Tuition receivables $ 988,159 $ 971,613
Sales tax receivable 234,488 157,225
Other receivables 833,502 2,148,407
Accounts receivable, net $ 2,056,149 $ 3,277,245

Contributions Receivable

Contributions receivable are recorded at their present value, net of an allowance for uncollectible
contributions receivable. An allowance for uncollectible contributions receivable is provided based
upon the University’s judgment including such factors as prior collection history, the type of
contributions and the nature of fund-raising activity.

12



Queens University of Charlotte

Notes to Consolidated Financial Statements

The University records contributions receivable as with donor restrictions based on donor
stipulations. For gifts that are restricted due to purpose requirements by the donor, the University
releases the total amount of the gift from restriction upon satisfaction of the purpose restriction,
including amounts that are outstanding contributions receivable deemed to be collectible.

In-Kind Contributions

Donated property, marketable securities and other noncash donations are recorded as contributions
at their estimated fair value at the date of donation. In-kind contributions are usually monetized.
The University records in-kind contributions as either with or without donor restrictions based on
donor stipulations. For gifts that are restricted due to purpose requirements by the donor, the
University releases the total amount of the gift from restriction upon satisfaction of the purpose
restriction.

Prepaid Expenses and Other Assets

Prepaid expenses and other assets represent amounts expended for goods and services that will
benefit future periods. These balances will fluctuate from year to year depending on timing and
business activities in a given period.

Investments

The University’s investments include the Endowment’s fractional share of the Foundation’s
investment pools (as described more fully below) as well as various types of investment securities
and investment vehicles held by the University. The University records all marketable equity
securities and all debt securities at fair value, with realized and unrealized gains and losses being
reported in the statement of activities. The estimated fair value of investments is based on quoted
market prices, except for investments for which quoted market prices are not available. The
estimated value for investments for which quoted market prices are not readily available is subject
to uncertainty which therefore may differ from the value that would have been used had a ready
market for such investments existed.

Investment earnings, including dividends, interest, rents and royalties, are recognized as income
when earned, and are presented net of related internal and external investment expenses.

Investment securities are exposed to several risks, such as interest rate, market, and credit risks.
Due to the level of risk associated with certain investment securities, it is at least reasonably
possible that changes in the values of investment securities will occur in the near term and that
such change could materially affect the amounts reported in the University’s consolidated
statement of financial position and statement of activities.

Beneficial Interest in Perpetual Trusts

The University is the beneficiary of various trusts created by donors, the assets of which are not in
the possession of the University. The University has legally enforceable rights or claims to such
assets, including the right to receive income in future periods. The fair value of these interests and
the net realized and unrealized gains (losses) of the beneficial interest in perpetual trusts is
recorded in net assets with donor restrictions.
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Queens University of Charlotte

Notes to Consolidated Financial Statements

Beneficial Interest in Non-Perpetual Trust

The University is the beneficiary of a 25.5% interest in a non-perpetual trust. The trust holds certain
assets and is the residuary beneficiary of the revocable trust of a donor that passed away on
March 27, 2017. The donor’s will specifies the trust distributions are to be used for funding endowed
scholarships at the University. For the fiscal years ended June 30, 2023 and June 30, 2022 the trust
distributed $1,519,954 and $0, respectively to the Endowment. The remainder of the trust is valued
at less than $25,000 and is expected to be paid out within one year of the date of these financial
statements. The fair value of this interest is shown on the consolidated statement of financial
position as Beneficial Interest in Non-Perpetual Trust and is a part of the net assets with donor
restrictions. When the remainder of trust assets are distributed, the amount of the distribution will
go into the Endowment.

Property, Plant and Equipment

Property, plant and equipment are stated at cost, net of depreciation (if applicable), and donated
property, plant and equipment are recorded at estimated fair value at the time of contribution. All
expenditures for property, plant, and equipment in excess of $5,000 are capitalized in accordance
with the University’s capitalization policy.

Depreciation on land improvements, buildings and equipment is calculated on the straight-line
method over estimated useful lives as noted below:

Depreciable Property, Plant and Equipment Useful Lives
Buildings 40-50 years
Building and land improvements 20 years
Furniture and vehicles 5-10 years
Equipment 5-10 years

The carrying value of property, plant and equipment is evaluated on an on-going basis, based on
estimated future undiscounted cash flows. In the event such cash flows are not expected to be
sufficient to recover the carrying value of the assets, the useful lives of the assets are revised or
the assets are written down to the estimated fair values.

Refundable Advances

A transfer of assets (i.e. cash received) that is related to a conditional contribution is accounted for
as a refundable advance in deposits and deferred revenue in the accompanying statement of
financial position until the conditions have been substantially met or explicitly waived by the donor
or grantor. At June 30, 2023 and 2022, $6,761,980 and $7,443,365 is recorded as a refundable
advance, respectively. These advances are primarily related to contributions made by certain
service vendors, and will be recognized into revenue over the time period of the related service
contract.

14



Queens University of Charlotte

Notes to Consolidated Financial Statements

Debt Issuance Costs

Debt issuance costs are included as a contra-liability to bonds payable,, consisting primarily of legal
and financial advisor fees that were incurred in connection with the bonds issued during the fiscal
year ended June 30, 2022. The debt issuance costs will be amortized as interest expense using the
effective interest method over the related term of the bonds. The cost basis of the debt issuance
costs incurred in 2022 amounted to $1,422,516. These debt issuance costs are recorded net of
accumulated amortization of $96,417 and $0 as of June 30, 2023 and 2022, respectively.

Debt issuance costs consisting primarily of legal and financial advisor fees that were incurred in
connection with the line of credit issued during the fiscal year-ended June 30, 2018 are included in
prepaid expenses and other assets. The debt issuance costs are amortized as interest expense using
the effective interest method over the related term of the line of credit. Debt issuance costs
associated with the original line of credit agreement were fully amortized in the prior period and
the remaining cost basis of the line of credit issuance costs associated with the amendment to
extend the line of credit amounted to $55,265 as of June 30, 2022. These debt issuance costs are
recorded net of accumulated amortization of $54,344 and $43,291 as of June 30, 2023 and 2022,
respectively.

Split-Interest Agreements

The University has certain trust agreements and other arrangements with donors under which both
parties derive benefits (split-interest agreements). Split-interest agreements entered into by the
University consist primarily of charitable gift annuities. Assets received under irrevocable split-
interest agreements are recorded at their fair value when received. The University records a liability
in connection with such agreements equal to the present value of future payments to be made to
donors or beneficiaries. Split-interest assets are included in investments and the corresponding
liabilities are included in accounts payable and accrued liabilities.

The University is the beneficiary of several charitable gift annuities. Under charitable gift annuities,
the University receives cash or other assets from donors and in return agrees to pay a fixed dollar
amount annually for a specified period of time to the donor or other designated beneficiary. The
University records a gift annuity liability, which represents the present value of the future cash
flows expected to be paid to the donors. The present values are calculated using the donors’
actuarially determined life expectancies and interest rates at the date of the gift, which range from
5.0% to 6.3%. Liabilities associated with the gift annuities totaled $630,625 and $668,769 as of
June 30, 2023 and 2022, respectively.

Revenue Recognition

The University accounts for its revenue generating transactions in accordance with ASC 606 Revenue
from Contracts with Customers or ASC Subtopic 958-605 Not for Profit Entities - Revenue, as
appropriate. For those transactions subject to ASC 606, the University measures revenue from
contracts with customers based on the consideration specified in a contract with a customer, and
recognizes revenue as a result of satisfying its promise to transfer goods or services in the contract
with a customer. The University does not capitalize contract costs. The performance obligations
related to contracts with students involves providing instruction, housing and dining (if applicable),
and access to the University’s facilities and services throughout the contract term. As a result, the
performance obligations are satisfied over time ratably throughout each contract’s applicable
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Queens University of Charlotte

Notes to Consolidated Financial Statements

period. The University enters into contracts that include various combinations of services, which
are generally capable of being distinct and are accounted for as separate performance obligations.

Tuition and fees from student services are recognized ratably over the academic time period to
which they apply. A portion of tuition and fees charged in the current fiscal year for the summer
term is deferred and recognized in the following fiscal year due to summer sessions between May
and July crossing fiscal years. Tuition discounts in the form of scholarships, grants, and other aid,
including those funded by the endowment, research funds, and gifts, are reported as a reduction of
tuition revenues. A tuition discount represents the difference between the stated charge for tuition
and fees and the amount that is billed to the student and/or third parties making payments on
behalf of the student. For any such arrangements, the transaction price only includes tuition and
fees net of the awarded discounts or institutional aid. Tuition and fees is net of any amounts that
the University has estimated are not likely to be collected, based on historical experience.

Other income represents income from activities other than those that are ongoing and central to
the University’s core business operations and is recognized as revenue in the period it is earned and
collectible.

Auxiliary enterprises revenue is generally recognized when services are rendered or as activities
have been completed. Auxiliary receivables are comprised primarily of amounts due from students
for housing and meal plans.

Private gifts and grants received are recorded as net assets without donor restrictions or net assets
with donor restrictions, depending on the existence and/or nature of any donor-imposed
restrictions. All donor restricted contributions are reported as an increase in net assets with donor
restrictions, depending on the nature of restriction. When a restriction expires (that is, when a
stipulated time restriction ends or purpose restriction is accomplished), net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the statements
of activities as net assets released from restrictions.

Private gifts and grants - gifts in kind are recorded at fair value at the date of donation.
Contributions with donor-imposed stipulations regarding how long the contributed assets must be
used are recorded as net assets with donor restrictions; otherwise, the contributions are recorded
as net assets without donor restrictions.

Government grants and contracts revenue is recognized when reimbursable expenses are incurred
or when deliverables or milestones are met. The University evaluates whether government grants
and contracts should be accounted for as conditional or unconditional contributions (nonreciprocal
transactions), or as revenue from a contract where the government is the customer. For the year
ended June 30, 2023, the University recognized $1,000,000 of revenue subject to Topic 958 and
$12,871 of revenue subject to ASC 606, Revenue from Contracts with Customers. Revenues include
recoveries of eligible direct expenses and indirect costs for facilities and administration, which are
generally determined as a negotiated or agreed-upon percentage of direct costs. Receivables under
research grants and development agreements represent the amounts due from Federal, state, local,
private grants, contracts and others.

Education Emergency Relief Funds

During the years ended June 30, 2023 and 2022, the University was allocated federal funding from
the Higher Education Emergency Relief Funds (HEERF) and the American Rescue Plan of
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approximately $1,000,000 and $2,130,000 for relief efforts in light of COVID-19. The funds received
for the student portion of grants are included in governmental grant revenue, and amounts granted
to students for emergency aid are included in institutional expense on the consolidated statement
of activities. The remaining portions of the grants that were allocated to the institution were
allowed to be used as reimbursement for forgone revenue and expenses related to COVID-19. During
the years ended June 30, 2023 and 2022 the University was also allocated state funding of
approximately $125,000 and $678,000 for relief efforts in light of COVID-19. The funds were
allocated for personal protective equipment, student aid, and workforce recruitment and retention.

Income Taxes

The University is a not-for-profit corporation which is exempt from Federal income tax on related
income under Internal Revenue Code Section 501(c)(3). With respect to any unrelated business
income generated by the University, it records income taxes using the liability method under which
deferred tax assets and liabilities are determined based on the differences between the financial
accounting and tax basis of assets and liabilities. Deferred tax assets or liabilities at the end of each
period are determined using the currently enacted tax rate expected to apply to taxable income in
the period that the deferred tax asset or liability is expected to be realized or to be settled. As of
June 30, 2023 and 2022, the University had no deferred tax assets or liabilities, net of valuation
allowance.

The University analyzed its tax positions for the year ended June 30, 2023 and determined that
there were no uncertain tax positions that would have a material impact on the University’s
consolidated financial statements. The University recognizes interest and penalties, if any, related
to unrecognized tax benefits as income tax expense in the statement of activities. During the year,
the University did not accrue any tax related interest or penalties.

Liquidity and Availability of Financial Resources

The University manages its liquid resources by focusing on efforts to generate net enrollment
revenue, auxiliary revenue, annual fund contributions and other gifts and grants as well as planning
for the releases of restricted funds into operations (collectively “operating inflows™) to cover the
costs of programs, student services, auxiliary services, other institutional support and debt service
(collectively “operating outflows). The University annually prepares detailed budgets for these
items and regularly monitors actual performance of each item against its budget in order to manage
the availability of liquid funds needed to fulfill near term obligations. In addition to managing
operating inflows and outflows, the University has a $10,000,000 operating line of credit. The credit
line allows the University to efficiently manage the volume of operating inflows and outflows and
to ensure any lag between receipts of operating inflows and operating outflows is covered.

The University also has liabilities associated with capital transactions (generally new or renovated
buildings or facilities). During the planning, construction and completion stages of a capital project,
the University has obligations to pay its contractors and vendors for work as it is completed. As more
fully described in Note 6, the University generally funds the costs of capital projects that produce
a revenue stream (e.g. a residence hall) with long-term bonds and the University generally while
funding the costs of capital projects that are non-revenue producing (e.g. an administrative
building) with term loans. The term loans are structured around pledge payment schedules of
donors who have made gifts to the University which are being paid over a period of time (generally
up to 5 years). Debt service obligations for bonds debt are funded from operating inflows and the
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debt service obligations for the term loans are funded from the project’s specific donor pledge
payments.

The University’s financial assets available for general expenditures within one year of June 30, 2023
and 2022 are calculated as follows:

June 30, 2023 2022

Financial Assets:

Cash and cash equivalents $ 9,517,453 $ 14,212,988
Cash and cash equivalents held by bond trustee 19,666,483 23,221,249
Accounts receivable, net 2,056,149 3,277,245
Contributions receivable, net 4,256,763 6,171,856
Unused credit line 6,442,485 4,308,580
Loans receivable 62,948 62,948
Investments and beneficial interest
in trusts 158,552,998 159,853,239
Total Financial Assets 200,555,279 211,108,105

Less amounts not available for general
expenditures within one year:
Cash and contributions receivable restricted

for future use (20,019,090) (25,757,190)
Contributions receivable restricted by

donors for endowment investment (1,357,823) (1,634,453)
Contributions receivable due in more than

one year (2,904,325) (2,771,650)
Donor restricted endowment (64,962,501) (62,520,423)
Unrestricted endowment that the University

intends to keep invested more than one year (77,107,095) (80,721,895)
Loans receivable in more than one year (62,948) (62,948)

Net financial assets available for general expenditure $ 34,141,496 $ 37,639,546

2. Fair Value Measurements

The University measures its beneficial interests and investments at fair value on a recurring basis in
accordance with accounting principles generally accepted in the United States of America. Fair
value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants at the measurement date. The framework that the
authoritative guidance established for measuring fair value includes a three-level fair value
hierarchy that prioritizes the inputs used to measure fair value. This hierarchy requires entities to
maximize the use of observable inputs and minimize the use of unobservable inputs.

The three levels of inputs used to measure fair value are as follows:
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Level 1: Quoted market prices for identical assets or liabilities to which an entity has access
at the measurement date.

Level 2: Inputs and information other than quoted market indices included in Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 2 inputs
include:

e Quoted prices for similar assets or liabilities in active markets;

e Quoted prices for identical or similar assets in markets that are not active;

e Observable inputs other than quoted prices for the asset or liability; and

e Inputs derived principally from, or corroborated by, observable market data by
correlation or by other means.

Level 3:  Unobservable inputs for the asset or liability. Unobservable inputs should be used to
measure the fair value to the extent that observable inputs are not available.

Observable inputs reflect the assumptions market participants would use in pricing the asset or
liability developed from sources independent of the reporting entity; and unobservable inputs
reflect the reporting entity’s own assumptions about the assumptions market participants would use
in pricing the asset or liability developed based on the best information available in the
circumstances.

Because the Endowment owns a share of the Foundation’s investment pools and the investment
pools are not themselves marketable assets, nor do the Foundation’s pools have quoted prices for
similar assets, the Endowment’s pooled assets are classified below as net asset value (“NAV”).
However, within the Foundation’s investment pools, there are assets that meet the criteria for Level
1 as well as Level 3 assets. A description of the Foundation’s pooled assets in those categories are
shown in the second table below. Assets include “alternative investments” (including private equity,
hedge funds, real assets and limited partnership investments) and certain beneficial interests in
perpetual trusts, for which valuation is based on information supplied by external investment
managers. The University believes this information is a reasonable estimate of fair value. However,
because these investments are not readily marketable, their fair value is subject to uncertainty and
therefore, may differ from the value that would have been used had an active market for such
investment existed.
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The following tables summarize the levels in the fair value hierarchy of the University’s invested
assets and beneficial interests in trusts at June 30, 2023 and 2022, respectively:

June 30, 2023 Level 1 Level 2 Level 3 NAV Total
Assets
Investments $ 174,552 $ - $ -8 - $ 174,552
Pooled investments
Endowment - - - 150,269,596 150,269,596
Non-endowment investments - - - 2,327,818 2,327,818
Subtotal, pooled investments 174,552 - - 152,597,414 152,597,414
Alternative investments - - - 686,100 686,100
Subtotal investments 174,552 - - 153,283,514 153,458,066
Beneficial interest in perpetual trusts - - - 5,070,378 5,070,378
Beneficial interest in non-perpetual trust - - - 24,554 24,554
Total Invested Assets $ 174,552 $ -8 - $ 158,378,446 $ 158,552,998
June 30, 2022 Level 1 Level 2 Level 3 NAV Total
Assets
Investments $ 176,697 $ - 8 - % - 8 176,697
Pooled investments
Endowment - - - 149,942,318 149,942,318
Non-endowment investments - - - 2,324,669 2,324,669
Subtotal, pooled investments - - - 152,266,987 152,266,987
Alternative investments - - - 1,075,300 1,075,300
Subtotal investments 176,697 - - 153,342,287 153,518,984
Beneficial interest in perpetual trusts - - - 4,839,331 4,839,331
Beneficial interest in non-perpetual trust - - - 1,494,924 1,494,924
Total Invested Assets $ 176,697 $ -3 - $ 159,676,542 $ 159,853,239

The University’s ownership share in the Foundation’s pooled investments (both endowment and non-
endowment) as shown in the tables above are not actively traded on a public market and therefore
the fair values of that ownership share are measured at NAV. These inputs include information
provided by external investment managers about the fractional share of the pool owned by the
University and the underlying fair values of investments held by the investment pools which are
traded on a public market. The alternative investments shown in the tables above include private
investments for which fair value is based on information supplied by external investment managers.
The University believes this information is a reasonable estimate of fair value. However, because
these investments are not readily marketable, their fair value is subject to uncertainty and
therefore, may differ from the value that would have been used had an active market for such
investment existed.

The University uses the practical expedient provision in ASC 820 which permits the measurement of

fair value based on the net asset value of the investment, without further adjustment, unless it is
probable that the investment will be sold at a value significantly less than the net asset value.
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However, because these investments are not readily marketable, their fair value is subject to
uncertainty and therefore, may differ from the value that would have been used had an active
market for such investment existed. Because the University’s interest in the Foundation’s
investment pools are not marketable assets, the fair value for this interest is classified as Level 3
or NAV. However, some of the assets held in the investment pools meet the criteria of Level 1
classification.

The following tables summarize the allocated fair value of the University’s interest in the
investment pool’s underlying assets:

June 30, 2023 Level 1 Level 2 Level 3 NAV Total
Pooled Investments

Long-term growth $ 48,847,680 $ -8 2,308,629 $ $ 51,156,309

Moderate growth 939,965 - - 939,965

Alternatives 100,501,140 100,501,140
Total $ 49,787,645 $ - $ 2,308,629 $ 100,501,140 $ 152,597,414
June 30, 2022 Level 1 Level 2 Level 3 NAV Total
Pooled Investments

Long-term growth $ 44,461,750 $ - $ 2,607,314 $ - $ 47,069,064

Moderate growth 902,800 - - 902,800

Alternatives - 104,295,123 104,295,123
Total $ 45,364,550 $ - 3% 2,607,314 $ 104,295,123 $ 152,266,987

As of June 30, 2023 and June 30, 2022, the University’s beneficial interest in the non-perpetual
trust shown in the tables above are reflected with a Level 2 fair value of $24,554 and $1,494,924,
respectively. Because the University’s interest in the non-perpetual trust is not itself a marketable
asset, the fair value for this interest is classified as Level 2. However, some of the assets held in
the non-perpetual trust meet the criteria of Level 1 classification.

The following tables summarize the fair value of the University’s beneficial interest in the non-
perpetual trust:

June 30, 2023 Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 24,554  $ - $ - $ 24,554
Bonds and stocks - - - -
Total $ 24,554 % - $ - $ 24,554
June 30, 2022 Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 441  $ - 8 - % 441
Bonds and stocks 1,494,483 - - 1,494,483
Total 1,494,924 $ - 3 - $ 1,494,924
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The fair value of the beneficial interest in non-perpetual trust was determined using quoted market
prices for the specific investments held by the trust in which the University has a 25.5% interest.
The remainder of the trust is expected to be paid out within one year of the date of these
consolidated financial statements and, as such, the fair value was estimated using a present value
technique in accordance with Accounting Standards Codification 958-605-30-6, Not-for-Profit
Entities.

The following tables provide a rollforward for fair value measurements using significant
unobservable inputs (NAV):

Beneficial
Interests in
Year ended June 30, 2023 Investments  Perpetual Trusts
Fair value roll-forward for NAV measurements:
Beginning balance $ 153,342,287 $ 4,839,331
Total realized and unrealized gains, net 10,503,690 130,947
Purchases and receipts from donors 3,193,262 100,100
Sales (13,755,725) -
Ending balance $ 153,283,514 $ 5,070,378
Beneficial
Interests in
Year ended June 30, 2022 Investments  Perpetual Trusts
Fair value roll-forward for NAV measurements:
Beginning balance $ 184,759,871 $ 5,632,300
Total realized and unrealized losses, net (21,007,634) (792,969)
Purchases and receipts from donors 3,855,164 -
Sales (14,265,114) -
Ending balance $ 153,342,287 $ 4,839,331

There were $10,493,525 and ($21,027,492) included in unrealized gains/(losses) related to NAV
assets held by the University as pooled investments for the fiscal years ended June 30, 2023 and
2022, respectively.

Other Fair Value Considerations

A reasonable estimate of the fair value of the loans receivable from students under government
loan programs and advances from Federal government for student loans included in U.S. government
grants refundable on the statement of financial position could not be made because the loans
receivable are not salable and can only be assigned to the U.S. government or its designees.

The carrying amount of the debt approximates fair value since these financial instruments bear
interest at variable rates which approximate current market rates for bonds with similar maturities
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and credit quality and based on limited open market trades at par value. The carrying amounts of
contributions receivable approximate fair value based on maturity since these instruments are
recorded at net present value.

3. Contributions Receivable

Contributions receivable, net, are summarized as follows:

June 30, 2023 2022

Unconditional promises expected to be collected in:

Less than one year $ 1,879,919 $ 2,997,400
One to five years 2,629,325 4,091,650
Over five years 275,000 -
Total contributions receivable 4,784,244 7,089,050
Less allowance for uncollectible contributions (112,363) (489,456)
Less unamortized discount (415,118) (427,738)
Contributions receivable, net $ 4,256,763 $ 6,171,856

Contributions to be received after one year are discounted at an appropriate discount rate
commensurate with the risks involved and range from 3.25% to 8.25%. Amortization of such discounts
are recorded as additional contributed revenue once the pledge is paid, in accordance with donor-
imposed restrictions, if any, on the contributions.

Significant Donors

As of June 30, 2023, the University had two significant donors whose total balances accounted for
approximately $2,330,000 (48.8%) of total contributions receivable. As of June 30, 2022, the
University had three significant donors whose total balances accounted for approximately
$3,570,000 (50.0%) of total contributions receivable.

For the year ended June 30, 2023, the University had four significant donors which accounted for
$1,800,000 (21.2%) of the total private gifts and grants. For the year ended June 30, 2022, the
University had two significant donors which accounted for $4,500,000 (33.4%) of the total private
gifts and grants.

4. Loans Receivable

At June 30, 2023 and 2022, loans receivable consisted of: (1) loans made to eligible students under
the Federal Perkins Loan program administered by the U.S. Department of Education, (2) University
student loans, and (3) other loans receivable. Loans receivable of $62,948 are included in prepaid
expenses and other assets for both years. As of June 30, 2023, all Perkins loans were assigned to
the Department of Education and the University is in the process of liquidating its Perkins portfolio.
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5. Property, Plant and Equipment

Property, plant and equipment owned by the University consisted of the following at:

June 30, 2023 2022
Land improvements $ 11,320,120 $ 11,310,562
Buildings 158,920,083 158,920,082
Building improvements 23,749,211 23,269,681
Equipment and furniture 27,360,835 26,479,546
Vehicles 117,109 171,686
Construction-in-progress 10,244,492 366,689
Property, plant and equipment 231,711,850 220,518,246
Less accumulated depreciation (84,010,060) (77,187,063)
Land, art and intangibles 690,400 690,400
Property, plant and equipment, net $ 148,392,190 $ 144,021,583

Depreciation expense for the years ended June 30, 2023 and 2022 was $6,864,682 and $6,955,295,
respectively.

6. Debt
Bonds Payable

In May 2022, the University entered into a Bond Purchase and Loan Agreement with the Wisconsin
Public Finance Authority as the issuer of the bonds, and Goldman Sachs as the purchaser of the
bonds. These revenue bonds were issued as “Educational Facilities Revenue Bonds, Series 2022A”
and “Taxable Educational Facilities Revenue Bonds, Series 2022B”, in the amounts of $82,215,000
and $13,235,000 respectively, to retire the then outstanding bond issuances from 2013 and 2018
and their related swap agreements, and to provide $25,000,000 in new funds to the University to
finance certain construction and renovation projects on the University’s campus.

24



Queens University of Charlotte

Notes to Consolidated Financial Statements

The University had the following bonds outstanding as of the dates indicated:

June 30, 2023 2022

Series 2022A Bonds, payments due in various installments
through March 2052 beginning in September 2022, bearing
interest at a fixed annual rate of 5.05% $ 82,215,000 $ 82,215,000

Series 2022B Bonds, payments due in various installments
through March 2032 beginning in September 2022, bearing

interest at a fixed annual rate of 6.51% 13,235,000 13,235,000
Unamortized debt issuance costs (1,326,099) (1,422,516)
Total bonds payable, net $ 94,123,901 $ 94,027,484

Scheduled principal and interest payments of bonds payable outstanding are as follows at June 30,
2023:

Principal Interest
Year ending June 30, Amount Amount
2024 $ - $ 4,958,256
2025 - 4,958,256
2026 1,595,000 4,958,256
2027 1,685,000 4,868,538
2028 1,780,000 4,773,756
Thereafter 90,390,000 64,639,881
Total bonds payable $ 95,450,000 $ 89,156,943

The debt agreements under which all bonds payable are outstanding contain no financial covenants.
As of June 30, 2023 and 2023, the University was compliant with all respective covenants and
reporting requirements.

Equipment Loan

The University entered into an agreement on April 24, 2023 with Bank of America to finance
$3,500,000 of the purchase of certain energy conservation equipment. The agreement stipulates
that the University will utilize at least $4,087,000 of other funds toward the project and that amount
is scheduled to be provided through the 2022A Series bonds. The equipment loan bears interest at
a fixed rate of 4.973% per annum and requires 12 monthly payments of interest only through March
2024 followed by 108 monthly payments of principal and interest. The lender maintains a security
interest in the assets purchased by the University until the loan matures in March of 2033.
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Scheduled principal and interest payments of the loan are as follows at June 30, 2023:

Principal Interest
Year ending June 30, Amount Amount
2024 $ 77,602 $ 173,734
2025 320,216 162,963
2026 336,508 146,670
2027 353,630 129,549
2028 371,622 111,557
Thereafter 2,040,422 254,676
Total loan payable $ 3,500,000 $ 979,149

Line of Credit

The University entered into a revolving master credit agreement (the “Truist Bank Line of Credit
Agreement”) on May 15, 2018, with Truist Bank. Borrowings under the Truist Line of Credit
Agreement are limited to $10,000,000. The Truist Bank Line of Credit Agreement was extended in
May 2023 and now matures on May 31, 2024 and is collateralized by certain deposit accounts held
with Truist Bank. Borrowings bear interest at a variable daily rate equal to the SOFR rate or Index
plus 1.15%. The outstanding balance due under the Truist Credit Agreement at June 30, 2023 and
June 30, 2022 was $3,556,593 and $5,679,445, respectively. The Truist Bank Line of Credit
Agreement contains various non-financial covenants. As of June 30, 2023, the University was
compliant with all covenants.

Term Loan

In August 2018, the University entered into a $15,000,000 loan agreement with Truist Bank to
finance certain donor funded capital projects. The loan bridges the gap between when donor
payments on pledges are made over the next five years and the construction payments due to
contractors over the next year. The loan is collateralized by certain pledges associated with the
capital projects. The loan agreement bears interest at a floating interest rate equal to one month
LIBOR plus 1.0%. The term loan contains various financial and other covenants. The University was
in compliance with the term loan’s covenants as of June 30, 2023. Per the loan agreement, advances
on the loan concluded on May 31, 2020. After that date, pledge payments received for the capital
projects are to be paid to the lender within 15 days of receipt and applied to the outstanding
obligations. Per the associated pledge schedule, the University made repayments through August 21,
2023 at which time the obligation was settled in full.
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7. Lease Obligations
Operating Lease Commitments

The University leased a variety of equipment under an operating lease that expired in 2023. The
University’s lease liability is $0 and $89,993 as of June 30, 2023 and 2022, respectively. This liability
was based on the present value of the remaining minimum rental payments using a discount rate
that is based on the University’s incremental borrowing rate. The lease asset was $0 and $89,993
as of June 30, 2023 and 2022, respectively. This asset included right-of-use assets equaling the
lease liability, net of prepaid rent and deferred rents that existed as of the adoption of the new
lease standard. Total lease expense was $89,993 for each of the years ended June 30, 2023 and
2022.

Obligations Under Finance Leases
The University has entered into various lease agreements for computers and other equipment, as
well as for musical instruments and vehicles. The leases expire at various dates through June 30,

2027. For financial reporting purposes, minimum lease payments have been capitalized.

Property held under finance leases at June 30, 2023 and 2022, is as follows:

June 30, 2023 2022
Equipment $ 663,515 $ 790,440
Musical instruments 233,997 192,261
Vehicles 9,876 90,176
Less accumulated depreciation (839,790) (811,666)
Total $ 150,598 $ 261,211

Amortization of assets under finance leases is included in depreciation expense and amounted to
$28,124 and $173,261 for the years ended June 30, 2023, and 2022, respectively.

Future minimum lease commitments under finance leases and the net present value of the future
minimum lease payments for the next four years are approximately as follows:

Year ended June 30, Finance Leases

2024 $ 135,663
2025 50,225
2026 30,700
2027 11,300
Thereafter -
Total minimum lease payment $ 227,888

Total interest costs incurred related to the obligation under finance leases for years ended June 30,
2023 and 2022 were $13,897 and $22,095, respectively.

27



Queens University of Charlotte

Notes to Consolidated Financial Statements

8. Retirement Plan

The University has a defined contribution retirement plan (the “Plan’’), which covers substantially
all of its full-time employees upon meeting certain eligibility requirements. The University
contributes a matching amount of each participating employee’s contribution. Starting in June 2020,
the University reduced its contribution from 7.5% to 2.5% of salary. In January 2022, the University
increased its contribution from 2.5% to 5.0%. The University contributed $843,791 and $652,617 to
the plan in 2023 and 2022, respectively.

9. Endowment

The University’s endowment is a grouping of 326 individual donor funds established for providing
scholarship funds, professor support, and various operating and maintenance funds to the
University. As required by U.S. GAAP, net assets associated with endowment funds are classified
and reported based on donor-imposed restrictions. Of the 326 funds, 59 are donor restricted and
the market value of those funds is classified as “with donor restrictions” on the consolidated
statement of financial position. These donor funds are reflected in the table below as “Pooled
Endowment Net Assets.”

In addition to the pooled endowment net assets, the University has beneficial interests in perpetual
trusts and a non-perpetual trust, as shown in Note 2 above, that provide income distributions which
are used by the University in a manner similar to the Pooled Endowment Net Assets.

The University’s Board of Trustees interpreted 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 donor-restricted endowment funds absent explicit donor stipulations to the contrary. As
a result of this interpretation, the University classified as permanently restricted net assets (1) the
original value of gifts donated with donor restrictions, (2) the original value of subsequent gifts to
with donor restrictions, and (3) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to
the fund. The remaining portion of the donor-restricted endowment fund that is not classified in
net assets with donor restrictions (in perpetuity) is classified as net assets with donor restrictions
(by time or purpose) until those amounts are appropriated for expenditure by the College in a
manner consistent with the standard of prudence prescribed by the Act.

In accordance with UPMIFA, the University considers the following factors in making a determination
to appropriate or accumulate donor-restricted funds:

1) The duration and preservation of the fund;

2) The purposes of the University and the 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; and

7) The investment policies of the University.
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From time-to-time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the University to retain as a fund
of perpetual duration. These deficiencies result from unfavorable market fluctuations that occurred
shortly after newly restricted contributions were received. In accordance with U.S. GAAP, the value
of any individual endowment fund deficiency is required to be reported in net assets with donor
restrictions. Deficiencies of this nature were $8,244,206 and $5,030,872 as of June 30, 2023 and
2022.

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. Endowment assets include those assets of
donor-restricted funds that the University must hold in perpetuity.

The University expects its endowment funds, over time, to provide an annual total return, net of
fees, equal to or greater than the customer price index plus the annual spending rate plus
administrative fees. Returns in any given year may vary from this amount.

To satisfy its long-term rate-of-return objectives, the University relies on a total return strategy in
which investments’ 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 a greater emphasis on equity-based investments to achieve its long-term return objectives
within prudent risk constraints.

The University has a policy of appropriating for distribution each year 3% to 7% of the average fair
value of its endowment fund over the prior three years through the calendar year-end preceding
the fiscal year in which the distribution is planned. In establishing this policy, the University
considered the long-term expected return on its endowment. This is consistent with the University
objective to maintain the purchasing power of the endowment assets held in perpetuity or for a
specified term as well as to provide additional real growth through new gifts and investment returns.
The University’s approved spending rate for the years ended June 30, 2023 and 2022 was 5.25%. In
addition to the appropriation of endowment assets resulting from the approved spending rate, the
Board of Trustees also approved a special draw of $10 million to fund investments in certain strategic
initiatives. $5 million of the special draw was appropriated in each fiscal year ended June 30, 2022
and 2023.

29



Queens University of Charlotte

Notes to Consolidated Financial Statements

Changes in Pooled Endowment Net Assets

Board Designated

With Donor
Restrictions

With Donor
Restrictions

Without Donor Without Donor Time or

Year ended June 30, 2023 Restrictions Restrictions Purpose In Perpetuity Total
Beginning pooled endowment net assets $ 84,823,110 $ 98,785 $ 6,163,800 $ 58,856,623 149,942,318
Unrealized gains 5,942,159 7,115 4,713,510 - 10,662,784
Net realized losses (361,275) (416) (271,873) - (633,564)
Contributions 1,545,614 - - 300,500 1,846,114
Transfers from non-perpetual trust - - - 1,519,954 1,519,954
Appropriation of endowment assets

for expenditure (9,442,779) (5,218) (3,620,013) - (13,068,010)
Ending pooled endowment net assets $ 82,506,829 $ 100,266 $ 6,985,424 $ 60,677,077 150,269,596

With Donor With Donor
Board Designated Restrictions Restrictions
Without Donor Without Donor Time or

Year ended June 30, 2022 Restrictions Restrictions Purpose In Perpetuity Total
Beginning pooled endowment net assets $ 104,303,098 $ 116,596 $ 17,921,819 $ 58,521,973 180,863,486
Unrealized losses (11,202,076) (12,497) (8,195,355) - (19,409,928)
Net realized losses (421,216) (470) (306,195) - (727,881)
Contributions 1,320,060 - - 272,150 1,592,210
Transfers (74,734) - 12,234 62,500 -
Appropriation of endowment assets

for expenditure (9,102,022) (4,844) (3,268,703) - (12,375,569)
Ending pooled endowment net assets $ 84,823,110 $ 98,785 $ 6,163,800 $ 58,856,623 149,942,318
10. Classification of Net Asset Balances
Net assets without donor restrictions are comprised of the following components:
June 30, 2023 2022

Net assets without donor restrictions

Net assets, without donor restrictions (board designated)

Property, plant and equipment, net of related debt

$ 119,318,499 $

100,266

14,418,006

119,922,995

98,785

24,308,103

Total

$ 133,836,771 $

144,329,883
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Net assets with donor restrictions (time and purpose) are available for the following purposes:

June 30, 2023 2022
Instruction 1,628,949 $ 1,926,654
Student services 1,625,138 734,148
Student aid 6,050,797 5,219,120
Academic support 555,532 646,655
Administration 9,517,227 10,663,699
Total $ 19,377,643 $ 19,190,276

Net assets with donor restrictions (in perpetuity) the income from which is available for the

following purposes:

June 30, 2023 2022
Instruction 8,238,110 8,238,110
Academic support 1,655,964 1,670,171
Operations and maintenance of plant 100,000 100,000
Student aid 58,474,154 56,420,953
Administration 360,829 360,829
Split interest agreements 24,554 1,494,924
Total $ 68,853,611 $ 68,284,987

Net assets were released from restrictions by incurring expenses or acquiring assets satisfying the
restricted purpose or by occurrence of other events specified by the donors as follows:

Year ended June 30, 2023 2022

Program restrictions accomplished:

Student aid $ 4,501,012 $ 4,003,525
Instruction 759,366 385,116
Administration 3,745,127 5,938,275
Capital projects 4,000 6,150
Student services 685,939 554,434
Net assets released from restrictions $ 9,695,444 $ 10,887,500
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11. Natural and Functional Expenses

Student Institutional Auxiliary
Year ended June 30, 2023 Instruction Services Support Enterprises  Total Expenses
Salaries and benefits expense $ 16,132,637 $ 10,390,531 $ 11,765,375 $ 727,571 $ 39,016,114
Advertising and professional fee expenses 6,261 36,178 710,610 3,943 756,992
Conferences, events and travel expenses 609,923 2,312,022 2,537,846 19,412 5,479,203
Dining services expenses - - - 3,351,534 3,351,534
Occupancy and maintenance expenses 1,706,134 1,623,632 3,082,691 - 6,412,457
Program/office expenses 1,016,564 4,753,203 5,340,528 701,687 11,811,982
Subtotal, expenses $ 19,471,519 $ 19,115,566 $ 23,437,050 $ 4,804,147 $ 66,828,282
Depreciation and amortization expense 2,471,285 1,578,877 2,471,286 343,234 6,864,682
Interest expense 1,548,252 989,161 1,548,252 215,036 4,300,701
Total Expenses $ 23,491,056 $ 21,683,604 $ 27,456,588 $ 5,362,417 $ 77,993,665

Fundraising costs for the years June 30, 2023 and 2022 were $2,553,134 and $2,496,227,
respectively.

Methods Used for Allocation of Expenses

Expenses are reported in the consolidated statements of activities in functional expense categories
recommended by the National Association of Colleges and University Business Officers. Certain costs
related to operation and maintenance of physical plant are allocated to functional categories,
programs and supporting activities based on square footage. Depreciation of plant assets,
amortization and interest expense are allocated to the functional expense categories based on each
function’s relative expense in relation to total expense.

12. Related Parties

The University receives private gifts from members of the Board of Trustees. Gift income from the
current Board of Trustees was $1,514,456 and $707,647 for the years ended June 30, 2023 and 2022,
respectively. Contributions receivable from the Board of Trustees totaled $414,846 and $1,059,915
as of June 30, 2023 and 2022, respectively. A member of the Board of Trustees, Caroline Sink, is a
partner at Robinson Bradshaw & Hinson, PA (RBH). RBH regularly provides consulting services to
the University on various issues.

13. Commitments and Contingencies

The University has federal and state grants for specific purposes that are subject to annual audit
and other periodic review by grantor agencies. Such reviews could result in requests for
reimbursement by grantor agencies for costs which may be disallowed as appropriate expenses
under the grant terms. University management believes disallowances, if any, will not be material.

On March 27, 2020, President Trump signed into law the CARES Act, as defined in Note 1 to the
consolidated financial statements, to provide certain relief as a result of the COVID-19 outbreak.
The University applied for and received HEERF grant funds as described in Note 1 to the consolidated
financial statements and continues to evaluate how the CARES Act will impact its financial position,
results of operations, and cash flows in subsequent periods.
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14. Litigation

The University is subject to legal actions arising in the ordinary course of its business. In
management’s opinion, the University has adequate legal defenses and insurance coverage with
respect to the eventuality of such actions, and management does not believe that any settlement
would materiality affect the University’s operations or financial position.

15. Subsequent Events
The University has evaluated subsequent events from June 30, 2023 (the date of the most recent
consolidated statement of financial position presented) through February 2, 2024 (the date of the

audit report and the date the accompanying consolidated financial statements were available to be
issued) and determined that there are no additional items to disclose.
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

The Board of Trustees
Queens University of Charlotte
Charlotte, North Carolina

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the consolidated financial
statements of Queens University of Charlotte and its subsidiary (collectively, the “University”),
which comprise the University’s statement of financial position as of June 30, 2023, and the related
statements of activities, and cash flows for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated February 2, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the University's
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the
consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the University’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the University’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's consolidated financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not

BDO USA, P.C., a Virginia professional corporation, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the international
BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the University’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the University’s

internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

S0 Wk 2.0

February 2, 2024
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Financial Responsibility Ratio Supplemental Schedule

Year Ended June 30, 2023

Reference

Ratio/Variable Description

Data

Statement of Financial Position

Primary Reserve Ratio

Net assets without donor restrictions

$ 133,836,771

Statement of Financial Position Net assets with donor restrictions + 88,231,254
Note 10 Net assets with donor restrictions: restricted in perpetuity - 68,853,610
Statement of Financial Position -
Investments at Fair Value, Annuities
from Endowment Annuities, term endowment, and life income funds with donor restrictions - 7,206,114
Statement of Financial Position -
Property, Plant and Equipment, Net
(Baseball Intangibles) Intangible assets - 140,400
Statement of Financial Position Net property, plant and equipment (see Note A to this schedule) - 148,392,190
N/A Post-employment and defined benefit pension liabilities + -
All debt obtained for long-term purposes, not to exceed net property, plant and
Statement of Financial Position equipment (See Note B to this schedule) + 98,280,279
Note C to this Schedule Unsecured related-party receivables (see Note C to this schedule) - -
Numerator total $ 95.755,990
All expenses and losses without donor restrictions less any losses without
donor restriction on investments, post-employment and defined benefit
Statement of Activities pensions, and annuities + $ 72,141,313
Denominator total $ 72,141,313
Equity Ratio
Statement of Financial Position Net assets without donor restrictions + $133,836,771
Statement of Financial Position Net assets with donor restrictions + 88,231,254
Property, Plant and Equipment, Net Intangible assets - 140,400
Note C to this Schedule Unsecured related-party receivables (see Note C to this schedule) - -
Numerator total $ 221,927,625
Statement of Financial Position Total assets + $ 343,607,943
Statement of Financial Position -
Property, Plant and Equipment, Net
(Baseball Intangibles) Intangible assets - 140,400
Note C to this Schedule Unsecured related-party receivables (see Note C to this schedule) - -
Denominator total $ 343,467,543
Net Income Ratio
Statement of Activities Change in net assets without donor restrictions + $(10,493,112)
Numerator total $ (10,493,112)
Total revenues without donor restrictions, including net assets released from
Statement of Activities restrictions and gains + $ 67,506,946
Denominator total $ 67,506,946

See accompanying notes to Title IV Strength Factor Score.
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Note A. Property, Plant and Equipment, Net

June 30, 2023

Pre-Implementation
Net property, plant and equipment $ 120,371,407
Post-Implementation

3,236,236
Property plant and equipment - With outstanding debt for original purchase
14,540,055
Property plant and equipment - Without outstanding debt for original purchase
Construction in process 10,244,492
Total property and equipment $ 148,392,190

The above total includes property plant and equipment assets purchased through capital
leases.

Note B. Long-Term Debt for Long-Term Purposes

June 30, 2023
Long term debt for long term purposes - pre-implementation $ 656,378
Long term debt for long term purposes - post-implementation 97,623,901
Total long-term debt for long-term purposes $ 98,280,279

Long term debt exceeds twelve months and was used to fund capitalized assets (i.e., property,
plant and equipment or capitalized expenditures in accordance with accounting standards
generally accepted in the United States of America).

Note C. Related Party Receivables

There were no related party receivables as of and for the year ended June 30, 2023.
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