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Winston-Salem, NC 27101

Independent Auditors’ Report

The Board of Trustees Morehouse College:

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Morehouse College (the College) and its subsidiaries,
which comprise the consolidated statement of financial position as of June 30, 2025 and 2024, and the related

consolidated statements 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 College as of June 30, 2025 and 2024, and the changes in its net assets
and its cash flows for the year then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinion

We conducted our audit 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 Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are required to be independent of the College and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with U.S. generally accepted accounting principles, 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.

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 College’s ability to
continue as a going concern for one year after the date the consolidated financial statements are available to
be issued.

Auditors’ Responsibilities for the Audit of the Consolidated 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 auditors’ 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.



KPMG

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify 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 College’s internal control. Accordingly, no such opinion is expressed.

o 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 College’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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 17, 2025 on
our consideration of the College’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 College’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 College’s internal control over financial
reporting and compliance.

KPW(G LIP

Winston-Salem, North Carolina
October 17, 2025



MOREHOUSE COLLEGE
Consolidated Statements of Financial Position

June 30, 2025 and 2024

Assets

Cash and cash equivalents (note 1(f)) $
Restricted cash and cash equivalents (note 1(f))

Accounts receivable, net (note 3)

Prepaid expenses, deferred charges, and other assets

Contributions receivable, net (note 4)

Investments (notes 2 and 13)

Student notes receivable, net (note 5)

Property, plant, and equipment, net (note 6)

Operating right-of-use lease assets

Financing right-of-use lease assets

Total assets $
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses $
Refundable advances from federal government for student loans
(note 5)
Deferred revenue
Deferred compensation (note 12)
Asset retirement obligations (note 8)
Bond payable, net (note 7)
Operating lease liabilities

Obligations under finance leases
Other liabilities

Total liabilities

Net assets:
Without donor restrictions
With donor restrictions (note 15)

Total net assets

Total liabilities and net assets $

See accompanying notes to consolidated financial statements.

2025 2024
72,600,587 79,541,439
772,173 210,677
4,408,282 5,001,437
1,186,009 2,277,901
15,869,680 12,603,699
301,750,616 261,540,053
844,595 877,903
179,271,323 170,127,754
338,462 513,790
1,558 60,134
577,043,285 532,754,787
10,408,871 12,855,492
1,673,657 1,673,657
3,114,395 742,149
— 329,019
— 2,215,154
12,726,548 3,141,497
156,645 333,657
184,739 287,481
52,800 2,737,044
28,317,655 24,315,150
187,261,044 176,578,512
361,464,586 331,861,125
548,725,630 508,439,637
577,043,285 532,754,787




MOREHOUSE COLLEGE

Consolidated Statement of Activities

Year ended June 30, 2025

(With summarized financial information for the year ended June 30, 2024)

Revenue and support:
Tuition and fees, excluding scholarships of $31,943,056 (in 2025) and $29,921,985
(in 2024)
Government grants and contracts
Private gifts, grants, and contracts (note 9)
Investment income:
Interest and dividends
Net realized gains (losses)
Net unrealized gains
Sales and services of auxiliary enterprises (note 9)
Other income
Net assets released from restrictions (note 16)

Total revenue and support

Expenses (note 10):
Instruction
Research
Public service
Academic support
Student services
Institutional support
Auxiliary enterprises

Total expenses
Change in net assets
Net assets at beginning of year

Net assets at end of year

See accompanying notes to consolidated financial statements.

$

2025

Without donor With donor 2024

restrictions restrictions Total Total
54,664,119 — 54,664,119 47,291,175
18,608,119 — 18,608,119 15,385,452
7,660,917 28,404,676 36,065,593 54,122,213
2,506,375 3,824,926 6,331,301 6,974,196
25,458 306,668 332,126 1,160,811
2,096,862 25,916,381 28,013,243 21,134,169
24,695,705 — 24,695,705 23,180,562
5,628,544 1,386,244 7,014,788 5,480,462
30,235,434 (30,235,434) — —
146,121,533 29,603,461 175,724,994 174,729,040
38,478,094 — 38,478,094 37,039,283
7,822,474 — 7,822,474 6,050,805
4,160,577 — 4,160,577 3,844,088
12,147,238 — 12,147,238 10,546,818
15,467,857 — 15,467,857 14,310,733
35,498,594 — 35,498,594 40,564,563
21,864,167 — 21,864,167 21,759,201
135,439,001 — 135,439,001 134,115,491
10,682,532 29,603,461 40,285,993 40,613,549
176,578,512 331,861,125 508,439,637 467,826,088
187,261,044 361,464,586 548,725,630 508,439,637




MOREHOUSE COLLEGE

Consolidated Statement of Activities

Revenue and support:
Tuition and fees, excluding scholarships of $29,921,985
Government grants and contracts
Private gifts, grants, and contracts (note 9)
Investment income:
Interest and dividends
Net realized gains (losses)
Net unrealized gains
Sales and services of auxiliary enterprises (note 9)
Other income
Net assets released from restrictions (note 16)

Total revenue and support

Expenses (note 10):
Instruction
Research
Public service
Academic support
Student services
Institutional support
Auxiliary enterprises

Total expenses
Change in net assets
Net assets at beginning of year

Net assets at end of year

See accompanying notes to consolidated financial statements.

Year ended June 30, 2024

2024
Without donor With donor

restrictions restrictions Total
$ 47,291,175 — 47,291,175
15,385,452 — 15,385,452
7,564,790 46,557,423 54,122,213
1,765,705 5,208,491 6,974,196
139,210 1,021,601 1,160,811
2,481,955 18,652,214 21,134,169
23,180,562 — 23,180,562
4,852,535 627,927 5,480,462
27,698,564 (27,698,564) —
130,359,948 44,369,092 174,729,040
37,039,283 — 37,039,283
6,050,805 — 6,050,805
3,844,088 — 3,844,088
10,546,818 — 10,546,818
14,310,733 — 14,310,733
40,564,563 — 40,564,563
21,759,201 — 21,759,201
134,115,491 — 134,115,491
(3,755,543) 44,369,092 40,613,549
180,334,055 287,492,033 467,826,088
$ 176,578,512 331,861,125 508,439,637




MOREHOUSE COLLEGE
Consolidated Statements of Cash Flows

Years ended June 30, 2025 and 2024

Cash flows from operating activities:

Change in net assets

Adjustments to reconcile change in net assets to net cash provided by operating activities:
Depreciation
Bad debt expense
Amortization of bond issue costs
Net realized (gains) on sales of investments
Net unrealized gains on investments
Decrease (increase) in accounts receivable, net
Increase in contributions receivable, net
Decrease (increase) in prepaid expenses, deferred charges, and other assets
Increase (decrease) in accounts payable and accrued expenses and other liabilities
Increase (decrease) in deferred revenue
Decrease in deferred compensation
Receipt of agency funds (Federal Direct Student Loans and Federal Pell Grants)
Disbursement of agency funds
Gifts and grants and investment income restricted for long-term investment
Right-of-use lease assets and lease liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from the sales and maturities of investments
Purchases of investments
Purchases of property, plant, and equipment
Proceeds from repayment of student notes receivable

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Principal repayments of capital lease obligation
Repayment of margin credit facility
Drawings from bond payable
Payment of bond issuance costs
Accretion of asset retirement obligation
Gifts and grants and investment income restricted for long-term investment

Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Cash, cash equivalents, and restricted cash as reported in the consolidated statements of financial position:
Cash and cash equivalents
Restricted cash and cash equivalents

See accompanying notes to consolidated financial statements.

2025 2024
40,285,993 40,613,549
6,536,203 6,427,695
953,208 280,464
34,138 36,329
(332,126) (1,160,811)
(28,013,243) (21,134,169)
304,828 (993,863)
(3,930,862) (4,469,422)
1,091,892 (1,370,027)
(5,121,265) 6,378,388
2,372,246 560,783
(329,019) 46,239
48,654,357 45,304,547
(48,654,357) (45,304,547)
(7,270,401) (7,998,798)
(45,850) (31,185)
6,535,742 17,185,172
31,427,747 59,920,948
(43,292,941) (46,949,432)
(15,679,772) (7,614,288)
33,308 602,354
(27,511,658) 5,959,582
(9,600) (8,000)
— (5,000,000)
9,550,913 2,838,861
— (206,730)
(2,215,154) —
7,270,401 7,998,798
14,596,560 5,622,929
(6,379,356) 28,767,683
79,752,116 50,984,433
73,372,760 79,752,116
72,600,587 79,541,439
772,173 210,677
73,372,760 79,752,116




MOREHOUSE COLLEGE
Notes to Consolidated Financial Statements
June 30, 2025 and 2024

(1) Summary of Significant Accounting Policies

(a)

(b)

(c)

(d)

Organization

Morehouse College (the College) is a private, not-for-profit undergraduate liberal arts college for men
located in Atlanta, Georgia. The College provides educational programs in the arts and humanities, the
natural sciences and mathematics, the social sciences, and business. Accredited by the Southern
Association of Colleges and Schools, the College has an enroliment of approximately 2,300 students.

(i)  Wholly Owned Subsidiaries

The following organizations are all wholly owned subsidiaries of the College and are included in the
accompanying consolidated financial statements, with all material intercompany accounts and
transactions eliminated in consolidation.

The 361 Westview Drive, LLC was formed as a single-member limited liability corporation in 2021
to purchase and hold real estate in Atlanta, Georgia.

Oak Leaf Lowery Properties, LLC was formed as a single-member limited liability corporation in
2024 to purchase and hold real estate in Atlanta, Georgia.

White Westside Realty, LLC was formed as a single-member limited liability corporation in 2024 to
purchase and hold real estate in Atlanta, Georgia.

These wholly owned subsidiaries are used for the strategic acquisition and holding of real estate for
the campus master plan.
Basis of Presentation

The consolidated financial statements of the College have been prepared on the accrual basis of
accounting in accordance with U.S. generally accepted accounting principles (U.S. GAAP), as
promulgated by the Financial Accounting Standards Board (FASB).

Management Estimates

Management of the College has made certain estimates and assumptions related to the reporting of
allowances for credit losses (allowance for doubtful accounts prior to July 1, 2023) for accounts
receivable, valuation of certain investments without readily determinable fair values, accrued expenses,
and accruals for asset retirement obligations to prepare the consolidated financial statements in
conformity with U.S. GAAP. Actual results could differ from those estimates.

Classification of Net Assets

Net assets, revenue and support, and expenses are classified based on the existence or absence of
donor-imposed purpose or time restrictions. Accordingly, net assets of the College are classified and
reported as follows:

(i)  Without Donor Restrictions

Net assets that are not subject to donor-imposed purpose or time stipulations.

7 (Continued)



(e)

MOREHOUSE COLLEGE
Notes to Consolidated Financial Statements
June 30, 2025 and 2024

(i) With Donor Restrictions

Net assets subject to donor-imposed stipulations that will be met either by actions of the College
and/or the passage of time or in perpetuity; the College reports gifts of cash and other assets as
donor-restricted support if they are received with donor stipulations that limit the use of the donated
assets or if they are restricted as to timing of use. When a donor restriction expires, that is when a
stipulated time restriction expires or purpose restriction is accomplished, donor-restricted net
assets are reclassified to net assets without donor restrictions and reported in the statements of
activities as net assets released from restriction. Net assets in this class include donor-restricted
endowment funds and its earnings. The College is generally permitted to use or expend part or all
of the income and gains derived from the donated assets based on donor-imposed designations.

Revenue from sources other than contributions is reported as increases in net assets without donor
restrictions. Contributions are reported as increases in the appropriate net asset category.
Contributions of assets other than cash and cash equivalents are recorded at their estimated fair value
at the date of the gift, as determined by independent appraisal or other valuation methods as deemed
appropriate by management. Contributions to be received after one year are discounted at rates
commensurate with the risk involved as of the date of the promise to give. Amortization of the discount
is recorded as additional contribution revenue in accordance with donor-imposed restrictions, if any, on
the contributions.

Expenses are reported as decreases in net assets without donor restrictions. Realized and unrealized
gains and losses on investments are reported as increases or decreases in net assets without donor
restrictions, unless their use is restricted by explicit donor stipulations or by law. Expirations of
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 net assets with donor
restrictions to net assets without donor restrictions. Donor-imposed restrictions on gifts to acquire
long-lived assets are considered met in the period in which the assets are acquired or placed in
service.

Grants and contracts awarded by federal and other sponsors, which are generally considered
nonreciprocal transactions restricted by sponsors for certain purposes, are recognized as revenue
when qualifying expenditures are incurred and conditions under the agreements are met.

Revenue Recognition

Under FASB Accounting Standards Codification (ASC) Topic 606, Revenue from Contracts with
Customers, revenue is recognized when control of the promised goods or services is transferred in an
amount that reflects the consideration to which the College expects to be entitled in exchange for those
goods or services (i.e., the transaction price).

The College’s revenue and support are primarily derived from academic programs provided to
students. Tuition and fees revenue is earned by the College for these educational services delivered
during an academic term. As part of a student’s course of instruction, certain fees, such as technology
fees and laboratory fees, are billed to students. Tuition and fees are earned over the applicable
academic term and are not considered separate performance obligations. Tuition scholarships awarded
by the College represent a reduction of the tuition transaction price. The College awards both need

8 (Continued)
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(9)

(h)

MOREHOUSE COLLEGE
Notes to Consolidated Financial Statements
June 30, 2025 and 2024

based-and merit-based scholarships. Scholarships are generally awarded for the academic year and
are applied to the students’ account during each academic term.

Students pay tuition and fees (net of scholarships) through a variety of funding sources, including
federal loan and grant programs, state grant programs, institutional payment plans, employer
reimbursement, Veterans’ Administration and other military funding and grants, private and institutional
scholarships and borrowings, and cash payments.

Revenue from student education (reflected net of reductions from scholarships), residence, and dining
services is recognized as the services are provided over the academic year, which generally aligns with
the College’s fiscal year. Aid in excess of a student’s tuition and fees is reflected as a reduction of
housing and dining charges. Disbursements made directly to students for living or other costs are
reported as an expense.

Other sales and services of auxiliary enterprises include revenue from student health service and
student athletic fees, parking permits, and other miscellaneous activities. Such revenue is generally
recognized when goods or services are provided to customers.

Cash and Cash Equivalents and Restricted Cash and Cash Equivalents

Cash equivalents consist primarily of interest-bearing checking accounts, savings accounts, and
investments with a maturity at date of purchase of three months or less. The College has restricted
cash and cash equivalents held in escrow accounts as required by bonded indebtedness.

Contributions Receivable, Net

The College records commitments from donors to make future contributions, recognizing these
unconditional promises to give as revenue in the period the commitments are made, discounted to their
present value at a risk-adjusted market interest rate. An allowance for uncollectible contributions
receivable is provided based upon management’s judgment, considering such factors as prior
collection history, type of contribution, relationship with donor, and other relevant factors.

Investments

Investments are carried at fair value, with the difference between fair value and cost (or fair value at
date of gift) being recorded as unrealized gains (losses). The fair value of publicly traded fixed-income
and equity securities is based upon quoted market prices and exchange rates, if applicable. Fair values
for marketable alternative investments (often referred to as hedge funds and typically in the form of
limited partnerships) are not as readily ascertainable. Investments in these asset classes are valued
using the most current information provided by the investment manager, which is reviewed and
evaluated by the College.

Investment managers typically value public companies using quoted market prices and exchange
rates, if applicable. Real estate partnerships and funds are valued based on appraisals of properties
held and conducted by third-party appraisers retained by the general partner or investment manager.
Investment managers of marketable alternatives provide values based on quoted market prices and
exchange rates for publicly traded securities and valuation estimates of derivative instruments.
Valuations provided by the investment managers are evaluated by management, and management
believes such values are reasonable estimates of fair value at June 30, 2025 and 2024.

9 (Continued)
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MOREHOUSE COLLEGE
Notes to Consolidated Financial Statements
June 30, 2025 and 2024

The College’s investments include various types of investment securities and investment vehicles.
Investment securities are exposed to a number of risks, such as interest rate, currency, 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 changes could materially affect the amounts reported in the College’s consolidated financial
statements.

Property, Plant, and Equipment, Net

Property, plant, and equipment are recorded at cost at the date of acquisition less accumulated
depreciation. Depreciation is provided over the estimated useful lives of the respective assets on a
straight-line basis. A summary of depreciable lives is as follows:

Building and building improvements 40-70 Years
Equipment 5-10 Years

Asset Retirement Obligations and Impairment of Long-Lived Assets

The College has identified asbestos and lead paint abatement as conditional asset retirement
obligations. The College recognizes the fair value of a liability for legal obligations associated with
asset retirements in the period in which it is incurred, if a reasonable estimate of the fair value of the
obligation can be made. When the liability is initially recorded, the College capitalizes the cost of the
asset retirement obligation by increasing the carrying amount of the related long-lived asset. Over time,
the liability is accreted to its present value each period, and the capitalized cost associated with the
retirement obligation is depreciated over the useful life of the related asset. Upon settlement of the
obligation, any difference between the cost to settle the asset retirement obligation and the recorded
liability is recognized as a gain or loss in the statements of activities.

The College periodically assesses the realizability of its long-lived assets and evaluates such assets for
impairment whenever events or changes in circumstances indicate the carrying amount of an asset
may not be recoverable. There were no impairment losses for the year ended June 30, 2025 or 2024.

Deferred Revenue

Deferred revenue consists primarily of deferred tuition and fee revenue and sales and services of
auxiliary enterprises revenue for which performance obligations are fulfilled over time and recognized
on a pro rata basis proportional to the number of days of the related academic term that pertain to each
fiscal year. Revenue is recognized in the period in which the services are provided.

Refundable Advances from the Federal Government for Student Loans

Funds provided by the federal government under the Federal Perkins Student Loan Program are
loaned to qualified students who meet the eligibility criteria specified under the program. Under federal
law, the authority for schools to make new Perkins Loans ended on September 30, 2017, and final
disbursements were permitted through June 30, 2018. As a result, no new Perkins Loans were
awarded during either of the years ended June 30, 2025 or 2024. These funds are ultimately
refundable to the government and are presented as a liability in the accompanying consolidated
statements of financial position.

10 (Continued)



MOREHOUSE COLLEGE
Notes to Consolidated Financial Statements
June 30, 2025 and 2024

(m) Income Taxes

(n)

The College is recognized as an organization exempt from federal income taxes under

Section 501(a) of the Internal Revenue Code (the Code) as an organization described in

Section 501(c)(3) whereby only unrelated business income, as defined by Section 512(a) of the Code,
is subject to federal income tax. The College’s management has reviewed its tax positions and
determined that it does not have material uncertain tax positions that should be reflected in the
consolidated financial statements for 2025 or 2024.

Lessee Accounting

The College is a lessee in certain noncancellable operating and financing leases. The College
accounts for leases in accordance with Topic 842, Leases. The College determines if an arrangement
is or contains a lease at contract inception. The College recognizes a Right of Use (ROU) asset and a
lease liability at the lease commencement date.

For operating leases, the lease liability is initially and subsequently measured at the present value of
the unpaid lease payments at the lease commencement date. Key estimates and judgments include
how the College determines (1) the discount rate it uses to discount the unpaid lease payments to
present value, (2) lease term, and (3) lease payments.

o Topic 842 requires a lessee to discount its unpaid lease payments using the interest rate implicit in
the lease or, if that rate cannot be readily determined, its incremental borrowing rate. However, a
lessee that is not a public business entity is permitted to use a risk-free discount rate instead of its
incremental borrowing rate as per ASC 842-20-30-3. Generally, the College cannot determine the
interest rate implicit in the lease because it does not have access to the lessor’s estimated residual
value or the amount of the lessor’s deferred initial direct costs. Therefore, the College generally
uses a risk-free rated determined using a period comparable with that of the lease term as the
discount rate for the lease for all classes of its leased asset portfolio.

e The lease term for all the College’s leases includes the noncancellable period of the lease plus any
additional periods covered by either a College option to extend (or not to terminate) the lease that
the College is reasonably certain to exercise, or an option to extend (or not to terminate) the lease
controlled by the lessor.

e Lease payments included in the measurement of the lease liability comprise of the following:

— Fixed payments, including in-substance fixed payments, owed over the lease term (which
includes termination penalties the College would owe if the lease term assumes the College’s
exercise of a termination option);

— Variable lease payments that depend on an index or rate, initially measured using the index or
rate at the lease commencement date;

— Amounts expected to be payable under a College-provided residual value guarantee; and

— The exercise price of a College option to purchase the underlying asset if the College is
reasonably certain to exercise the option.

11 (Continued)



MOREHOUSE COLLEGE
Notes to Consolidated Financial Statements
June 30, 2025 and 2024

The ROU asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for lease payments made at or before the lease commencement date, plus any initial direct
costs incurred, less any lease incentives received.

For operating leases, the ROU asset is subsequently measured throughout the lease term at the
carrying amount of the lease liability, plus initial direct costs, plus (minus) any prepaid (accrued) lease
payments, less the unamortized balance of lease incentives received. Lease expense for lease
payments is recognized on a straight-line basis over the lease term.

For finance leases, the ROU asset is subsequently amortized using the straight-line method from the
lease commencement date to the earlier of the end of its useful life or the end of the lease term unless
the lease transfers ownership of the underlying asset to the College or the College is reasonably
certain to exercise an option to purchase the underlying asset. In those cases, the ROU asset is
amortized over the useful life of the underlying asset. Amortization of the ROU asset is recognized and
presented separately from interest expense on the lease liability.

Variable lease payments associated with the College’s leases are recognized when the event, activity,
or circumstance in the lease agreement on which those payments are assessed occurs. Variable lease
payments are presented as operating expense in the College’s consolidated statements of activities in
the same line item as expense arising from fixed lease payments.

The College monitors for events or changes in circumstances that require a reassessment of one of its
leases. When a reassessment results in the remeasurement of a lease liability, a corresponding
adjustment is made to the carrying amount of the corresponding ROU asset unless doing so would
reduce the carrying amount of the ROU asset to an amount less than zero. In that case, the amount of
the adjustment that would result in a negative ROU asset balance is recorded in profit or loss.

The College has elected not to recognize ROU assets and lease liabilities for short-term leases that
have a lease term of 12 months or less for all classes of leased assets. As such, the College
recognizes any short-term lease payments as an expense on a straight-line basis over the lease term.
Any variable lease payments associated with these leases are recognized and presented in the same
manner as for all other College leases.

The College’s leases can include non-lease maintenance and other related services. The College
allocates the consideration in the contract to the lease and non-lease maintenance component based
on each component’s relative stand-alone price. The College determines stand-alone prices for the
lease components based on the prices for which other lessors lease similar assets on a stand-alone
basis. The College determines stand-alone prices for the non-lease components (i.e., maintenance
services) based on the prices that other suppliers charge for maintenance services for similar assets on
a stand-alone basis. If observable stand-alone prices are not readily available, the College has elected
the practical expedient to account for the lease and non-lease maintenance components as a single
lease component. Therefore, for those leases, the lease payments used to measure the lease liability
include all the fixed consideration in the contract.
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(o) Allowance for Credit Losses on Accounts Receivable

As of July 1, 2024, the College recognizes an estimate of expected credit losses for accounts
receivable with similar risk characteristics based on historical credit loss experience, adjusted for
current and forward-looking factors of economic conditions and other pertinent factors affecting the
College’s students such as known credit risk or industry trends (note 1p).

The College determines its risk pools based on an aging schedule and develops a loss rate for each
risk pool. Accounts receivable balances that are still outstanding after management has used
reasonable collection efforts are written off through a charge to the allowance account. Increases in the
allowance are recorded as an expense and classified to institutional support in the period incurred. The
College does not have any off-balance-sheet credit exposure related to its students.

(2) Investments

The following table summarizes the College’s investments as of June 30, 2025 and 2024:

Fair value
2025 2024
Cash and cash equivalents $ 10,905,611 10,550,542
Equity securities:
U.S. equity 27,725,855 89,162,822
Fixed-income securities:
Mutual funds 109,209,373 20,223,905
U.S. Treasury 19,279,489 16,866,678
Commingled funds 13,958,516 13,063,511
Real asset funds 124,879 132,701
Alternative investments:
Equity securities:
Private equity funds 81,889,521 74,128,636
Multistrategy hedge funds 38,657,372 37,411,258
Total investments at fair value $ 301,750,616 261,540,053

Investment management expenses totaled $1,373,433 and $1,175,229 for the years ended June 30, 2025
and 2024, respectively, and are netted against investment income in the accompanying consolidated
statements of activities.
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Unfunded commitments, redemption frequency, and notice period relative to the College’s alternative
investments for which the College utilized net asset value (NAV) or its equivalent relative to the

determination of fair value at June 30, 2025 and 2024 are as follows:

Unfunded commitments

Fair value at June 30 at June 30 Redemption  Redemption
2025 2024 2025 2024 frequency restrictions
Alternative investments:
Private equity funds $ 81,889,521 74,128,636 15,678,562 19,290,462 N/A N/A
Multistrategy hedge
funds 38,657,372 37,411,258 N/A N/A Quarterly 90 Days
Total $ 120,546,893 111,539,894 15,678,562 19,290,462
(3) Accounts Receivable
Accounts receivable at June 30, 2025 and 2024 are summarized as follows:
2025 2024
Student and other accounts receivable 1,121,534 1,261,152
Grants receivable 2,482,584 3,003,753
Agency receivable 924,683 910,486
Total accounts receivable 4,528,801 5,175,391
Less allowance for credit losses / doubtful accounts (120,519) (173,954)
Accounts receivable, net 4,408,282 5,001,437
(4) Contributions Receivable
Contributions receivable at June 30, 2025 and 2024 are summarized as follows:
2025 2024
Unconditional promises to give 17,852,813 13,921,951
Less allowance for doubtful accounts (1,057,934) (649,036)
16,794,879 13,272,915
Less unamortized discount (925,199) (669,216)
Net contributions receivable 15,869,680 12,603,699
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2025 2024
Amounts due in:
Less than one year $ 8,967,629 8,114,582
One to five years 8,885,184 5,807,369
$ 17,852,813 13,921,951

Contributions to be received after one year are discounted at an appropriate risk-adjusted discount rate
commensurate with the risks involved. Estimated cash flows to be received after one year were discounted
at June 30, 2025 using rates ranging from 4.5% to 9.93%.

At June 30, 2025, one donor’s outstanding pledge balance represented 14% of the College’s gross
contributions receivable. At June 30, 2024, one donor’s outstanding pledge balance represented 15% of
the College’s gross contributions receivable.

Student Notes Receivable

The College provided uncollateralized loans to students based on financial need under the Federal Perkins
Student Loan Program (Perkins Program). The College is responsible for disbursements and subsequent
collection of these loans. Advances from the federal government under the Perkins Program are
distributable to the federal government upon liquidation of the program and, thus, are reflected as a liability
in the accompanying consolidated statements of financial position. The U.S. government announced in
December 2016 that it was liquidating the Perkins Program and, during fiscal year 2018, discontinued
drawdowns from the program. For the years ended June 30, 2025 and 2024, the outstanding loans for the
Perkins Program totaled $1,080,993 and $1,125,905, respectively, net of allowance for doubtful accounts
of $236,398 and $248,002 at June 30, 2025 and 2024, respectively. These balances are presented in
student notes receivable, net on the accompanying consolidated statements of financial position.

Property, Plant, and Equipment
Property, plant, and equipment consist of the following at June 30, 2025 and 2024

2025 2024

Land and other nondepreciable assets $ 28,861,856 28,597,547
Buildings and building improvements 229,133,410 226,172,565
Equipment 53,161,226 52,094,246
Construction in progress 14,636,480 3,248,842
325,792,972 310,113,200

Less accumulated depreciation and amortization (146,521,649) (139,985,446)
$ 179,271,323 170,127,754

Depreciation expense totaled $6,536,203 and $6,427,695 for the years ended June 30, 2025 and 2024,
respectively.
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(7) Bond Payable, Revolving Rolling Loan and Margin Credit Facility
(a) Bond payable
Bonds payable include the following at June 30, 2025 and 2024:

Outstanding principal at

Interest Original June 30
Date issued rate Maturity issue 2025 2024
Rice Capital Access Program
Series A2023-4 Bond Payable February 2023 4.01% 2053  § 58,500,000 $ 1,290445 1,290,445
Rice Capital Access Program
Series A2023-4 Bond Payable-2  February 2023 4.62% 2053 58,500,000 2441122 2,441,122
Rice Capital Access Program
Series A2024-2 Bond Payable June 2024 4.42% 2053 11,500,000 397,739 397,739
Rice Capital Access Program
Series A2023-4 Bond Payable-3  February2025 4.68% 2053 58,500,000 4,060,367 —
Rice Capital Access Program
Series A2023-4 Bond Payable-4 April 2025 4.34% 2053 58,500,000 1,601,268 —
Rice Capital Access Program
Series A2023-4 Bond Payable-5  June 2025 4.77% 2053 58,500,000 3,889,278 —
Total bonds
payable, gross 13,680,219 4,129,306
Less bond issuance costs (953,671) (987,809)
Total bonds
payable, net $ 12,726,548 3,141,497

The College’s bonds payable mature as follows:

2026 $ 112,503
2027 180,471
2028 228,271
2029 259,438
2030 268,600
Thereafter 12,630,936

$ 13,680,219

The future advanced project funding bond, Series A 2024-2 and Series A 2023-4 are through the Rice

Capital Access Program, under the Historically Black College and University (HBCU) Capital Financing
Program. The interest rate for each advance is established in accordance with the terms of the bond at
the time such advance is made.

Principal and interest payments are due semiannually, beginning on December 1, 2025, through the
stated maturity date of June 1, 2053. The bond is secured with pledge collateral.
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The Series A 2023-4 and Series A 2024-2 bonds contain debt covenants that require the College to set
rates and charges so that Net Income Available for Debt Service as defined in the agreement is equal
to at least 120% of maximum annual debt service and such that revenues are equal to at least 100% of
the sum of operating expenses by the bond indenture. Debt covenant requirements commence
beginning with fiscal year 2026.

Margin credit facility

The College secured a margin account with Charles Schwab on May 30, 2019 to assist with the
College’s working capital needs during nonpeak periods. The terms of this credit facility permit the
College to borrow up to 50% of the value of marginable securities (defined as common stock/equity
securities) held in the margin account. As of June 30, 2025 and 2024, this resulted in remaining margin
availability of approximately $24,238,394 and $19,700,000, respectively, after taking into account the
$0 outstanding on this margin credit facility as of both June 30, 2025 and 2024.

Rolling Revolving Loan

On June 14, 2024, the College secured a $20,000,000 rolling revolving loan with Regions Bank to
replace the Charles Schwab Margin credit facility. There were no amounts outstanding as of June 30,
2025.

Asset Retirement Obligations

The College’s asset retirement obligations arise primarily from contractual commitments to remove
asbestos and lead paint in certain College facilities at the time of major renovation or demolition.

Asset retirement obligations for both years ended June 30, 2025 was $0 and 2024 were $2,215,154.

Revenue and Support

The following table presents the College’s sources of private gifts, grants, and contracts revenue for the
years ended June 30, 2025 and 2024:

2025 2024
Gifts and Contracts with Gifts and Contracts with
grants customers Total grants customers Total
Private contributions $ 29,283,259 — 29,283,259 48,485,092 — 48,485,092
Unrestricted contributions 2,626,209 — 2,626,209 2,725,721 — 2,725,721
Private grants 2,538,409 — 2,538,409 2,092,265 — 2,092,265
Private contracts — 1,617,716 1,617,716 — 819,135 819,135
Total $ 34,447,877 1,617,716 36,065,593 53,303,078 819,135 54,122,213
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Sales and services of auxiliary enterprises consisted of the following for the years ended June 30, 2025

and 2024:
2025 2024
Housing revenue $ 13,096,441 12,220,810
Dining senvices 10,597,974 9,631,497
Other 1,001,290 1,328,255
Total $ 24,695,705 23,180,562

(10) Expenses

Expenses are reported in the accompanying consolidated statements of activities in functional categories in
accordance with the overall service mission of the College. The College’s primary program services are
instruction, research, and public service. Expenses reported as academic support, student services,
institutional support, and auxiliary enterprises are incurred in support of these primary program services.
Plant operation and maintenance are allocated to program and supporting activities based upon facilities
usage. Other natural expenses attributed to more than one functional expense category are allocated using
square footage as a cost allocation technique. Institutional support includes fundraising expenses of
approximately $10,369,715 and $9,375,978 in 2025 and 2024, respectively.

Expenses by natural and functional classifications for the year ended June 30, 2025 are as follows:

Fiscal year 2025

Program activities
Public Academic Student Intitutional ~ Auxiliary Total
Instruction Research service support services support enterprises ~ expenses
Salaries and wages § 22012724 3,048,723 2,402,013 4,354,503 7,464,972 10,932,749 2,505,231 52,720,915
Employee benefits 5,481,883 556,336 459,901 1,006,775 1,821,923 5,004,356 664,477 14,995,651
Professional fees 6,481,792 701,799 263,912 1,089,212 1,665,537 6,707,596 4168980 21,068,828
Occupancy 15,183 34,550 100,800 - - — - 150,533
Depreciation 1,757,816 - — 214,570 383,858 317,264 3,802,695 6,536,203
Other 2,728,696 3,481,066 933,951 5,422,178 4,141,567 12,536,629 10,722,784 39,966,871

Total expenses  § 38,478,004 7822474 4160577 12147238 15467857 35498504 21,864,167 135,439,001
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Expenses by natural and functional classifications for the year ended June 30, 2024 are as follows:

Fiscal year 2024

Program activities
Public Academic Student Institutional Augxiliary Total
Instruction Research service support services support enterprises expenses
Salaries and wages § 20,604,219 2,573,508 2,213,445 3,750,812 6,577,712 10,016,664 2,283,726 48,080,146
Employee benefits 4,899,578 395,678 418,939 828,574 1,911,635 3,836,893 520,815 12,812,112
Professional fees 6,920,707 520,154 268,985 647,99 2,134,319 8,516,194 4173918 23,182,333
Occupancy 7,846 2,21 108,450 1,123 30,674 8,520 - 178,840
Depreciation 1,726,156 - - 269,625 376,944 311,550 3,743,420 6,427,6%
Other 2,880,717 2,539,238 774,269 5,048,688 3,219,389 17,874,742 11,037,322 43,434,365

Total expenses  $ 37,039,283 6,050,805 3,844,088 10,546,818 14,310,733 40,564,563 21,759,201 134,115,491

Agency Funds

Activity of the Federal Pell Grant program and the Federal Direct Student Loan program are reflected as
agency transactions in the College’s accompanying consolidated financial statements and, thus, are not
included in the accompanying consolidated statements of activities. Students received $9,047,497 and
$7,258,849 from the Federal Pell Grant program and $39,698,370 and $38,045,698 from the Federal Direct
Student Loan program in fiscal years 2025 and 2024, respectively.

Retirement Plans

The College maintains defined-contribution and deferred compensation retirement plans that cover
substantially all full-time employees with one year’s service or greater, under which the contributions are
made to the Teacher’s Insurance and Annuity Association (TIAA) for the purchase of retirement annuities
or other investment assets for employees. Total expense under these plans for the years ended June 30,
2025 and 2024 totaled $2,296,733 and $2,051,500, respectively.

The College also has a 457(b) Deferred Compensation Plan, limited to highly compensated employees.
This plan is invested with TIAA-CREF. Accordingly, the invested assets are recorded at fair value in
investments in the accompanying consolidated statements of financial position, with a corresponding
liability in the amount of $0 and $329,019 at June 30, 2025 and 2024, respectively. The College does not
record any related-transaction activity as revenue or expense.

Fair Value of Financial Instruments

The College’s estimates of fair value for financial assets and liabilities are based on a framework that
establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
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assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy are as follows:

e Level 1: Valuations based on unadjusted quoted prices available in active markets for identical assets
or liabilities as of the report date; a quoted price for an identical asset or liability in an active market
provides the most reliable fair value measurement because it is directly observable to the market.

e Level 2: Valuations based on pricing inputs other than quoted prices in active markets, which are either
directly or indirectly observable as of the financial reporting date; the nature of these securities include
investments for which quoted prices are available but traded less frequently and investments for which
fair value is estimated using other securities, the parameters of which can be directly observed.

e Level 3: Valuations derived from other valuation methodologies, including pricing models, discounted
cash flow models, and similar techniques; Level 3 valuations incorporate certain assumptions and
projections that are not observable in the market and require significant professional judgment in
determining the fair value assigned to such assets.

The carrying amount of cash and cash equivalents, accounts receivable, and accounts payable and
accrued expenses approximates fair value because of the nature and/or relatively short maturity of these
financial instruments. Investments are reported at fair value as of the date of the consolidated financial
statements. Donated assets are recorded at fair value at the date of donation or, if sold immediately after
receipt, at the amount of sales proceeds received (which are considered a fair measure of the value at the
date of donation). Cash and cash equivalents are classified as Level 1 within the fair value hierarchy.

Contributions receivable for current-year gifts are initially measured at fair value in the year the receivable
is recorded based on the present value of future cash flows discounted at a rate commensurate with risks
involved, which is an application of the income approach. Current-year gifts included in contributions
receivable reflected at fair value at June 30, 2025 and 2024 were $6,942,265 and $12,076,693,
respectively.

A reasonable estimate of the fair value of the notes receivable from students under government loan
programs and refundable advances from federal government for student loans could not be made because
the notes receivables are not marketable and can only be assigned to the U.S. government or its
designees. The carrying value of notes receivable from students under the College’s loan programs and
from others approximates fair value.

The College has $120,546,893 and $111,539,894 of investments at June 30, 2025 and 2024, respectively,
which are reported at estimated fair value using NAV per share as a practical expedient. Unless it is
probable that all or a portion of the investment will be sold for an amount different from NAV, the College
has applied a practical expedient and concluded that the NAV reported by the underlying fund
approximates the fair value of these investments.

Investments made directly by the College whose values are based on quoted market prices in active
markets and are, therefore, classified within Level 1, include actively traded common and preferred stock,
U.S. government fixed-income instruments, and non-U.S. government fixed-income instruments. Level 1
investments may also include listed mutual funds, exchange-traded funds, and money market funds.
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Investments that trade in markets that are considered to be active but are valued based on dealer
quotations or alternative pricing sources supported by observable inputs are classified within Level 2.
Alternative pricing sources include quotations from market participants and pricing models, which are
based on accepted industry modeling techniques.

Investments with estimated fair value not using NAV as a practical expedient that are classified within
Level 3 have significant unobservable inputs as they trade infrequently or not at all. Level 3 investments
include real estate fund investments. Inputs used may include the original transaction price, recent
transactions in the same or similar market, completed or pending third-party transactions in the underlying
investment or comparable issuers, and subsequent rounds of financing. When observable prices are not
available, these investments are valued using one or more valuation techniques described below.

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

¢ Income approach: This approach determines a valuation by discounting future cash flows.

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

Although a secondary market exists for these investments, it is not active and individual transactions are
typically not observable. When transactions do occur in this limited secondary market, they may occur at
discounts to the reported NAV.

The following is a description of the valuation methodologies and inputs used for assets and liabilities
measured at fair value, as well as the general classification pursuant to the valuation hierarchy.

Equity Securities

Investments in equity securities valued at the quoted prices in an active market are classified within Level 1
of the fair value hierarchy. Investments in equity securities valued at quoted prices in inactive markets or
estimated using other similar securities are classified within Level 2 of the hierarchy.

Fixed-Income Securities

When quoted prices are available in an active market, fixed-income securities are classified within Level 1
of the fair value hierarchy. Quoted prices in markets with pricing inputs that are not directly observable are
classified within Level 2. If quoted market prices are not available or accessible, then fair values are
estimated using pricing models, matrix pricing, or discounted cash flows models. The fair values of
fixed-income securities estimated using pricing models or matrix pricing based on observable prices of
fixed-income securities that trade in inactive markets are generally classified within Level 2 of the fair value
hierarchy. Securities are classified within Level 3 when there is limited activity or less transparency around
inputs to the valuation. There were no Level 3 fixed-income securities for the year ended June 30, 2025 or
2024.
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Alternative Investments

Alternative investments consist primarily of investments in various partnership funds. These investments
are aggregated into private equity, real assets, domestic fixed income, equity index, and hedge funds
based on the characteristics of their underlying investments. These investments are valued at fair value
estimated using the NAV reported by the investment managers as a practical expedient. In accordance
with ASC Subtopic 820-10, Fair Value Measurements — Overall, certain investments that are measured at
fair value using the NAV per share (or its equivalent) practical expedient have not been classified in the fair
value hierarchy. The fair value amounts presented in this table are intended to permit reconciliation of the
fair value hierarchy to the amounts presented in the accompanying consolidated statements of financial
position.

Assets and liabilities recorded at fair value are classified in their entirety based on the lowest level of input
that is significant to the fair value measurements. The following tables are summary of the College’s
investments within the fair value hierarchy as of June 30, 2025 and 2024, as well as related strategy:

June 30, 2025

Investments
measurements Redemption Notice
Total at NAV Level 1 Level 2 Level 3 or liquidation period
Investments:
Cash and cash equivalents $ 10,905,611 — 10,905,611 — — Daily None
U.S. equity securities 27,725,855 — 15,587,745 12,138,110 — Daily None—1 week
Fixed-income securities:
Mutual funds 109,209,373 — 109,209,373 — — Daily None
U.S. Treasury 19,279,489 — — 19,279,489 — Daily None
Commingled funds 13,958,516 — — 13,958,516 — Daily None
Total fixed-income
securities 142,447,378 — 109,209,373 33,238,005 —
Alternative investments:
Equities:
Private equity funds - (a) $ 81,889,521 81,889,521 — — — N/A N/A
Investments in limited
partnerships:
Real asset funds 124,879 — — — 124,879 N/A N/A
Multistrategy hedge
funds - (b) 38,657,372 38,657,372 — — — Quarterly 90 Days
Total altemative
investments 120,671,772 120,546,893 — — 124,879
Total investments ~ $ 301,750,616 120,546,893 135,702,729 45,376,115 124,879
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June 30, 2024

Investments
measurements Redemption Notice
Total at NAV Level 1 Level 2 Level 3 or liquidation period
Investments:
Cash and cash equivalents $ 10,550,542 — 10,550,542 — — Daily None
U.S. equity securities 89,162,822 — 81,545,806 7,617,016 — Daily None-1 week
Fixed-income securities:
Mutual funds 20,223,905 — 20,223,905 — — Daily None
U.S. Treasury 16,866,678 — — 16,866,678 — Daily None
Commingled funds 13,063,511 — — 13,063,511 — Daily None
Total fixed-income
securities 50,154,094 — 20,223,905 29,930,189 —
Alternative investments:
Equities:
Private equity funds - (a) § 74,128,636 74,128,636 — — — NA NA
Investments in limited
partnerships:
Real asset funds 132,701 — — — 132,701 NA NA
Multistrategy hedge
funds - (b) 37,411,258 37,411,258 — — — Quarterly 90 Days
Total alternative
investments 111,672,595 111,539,894 — — 132,701
Total investments $ 261,540,053 111,539,894 112,320,253 37,547,205 132,701

The following is a description of the valuation methodologies and inputs used for alternative investments
measured at NAV per share and valuations based on appraisals.

(a) Private Equity Funds

This class includes investments in limited partnerships or other pooled investment vehicles organized
by independent sponsors (the Partnerships) primarily to make investments in nonpublic companies
consisting primarily of equity and equity-related ownership interests in such companies. The funds may
also invest directly in nonpublic entities in which the Partnerships invest. Investments in limited
partnerships are valued at fair value based on the NAV of the limited partnership. The Partnerships
value securities and other financial instruments on a fair value basis of accounting. The estimated fair
values of certain investments of the underlying limited partnerships, which may include private
placements and other securities for which prices are not readily available, are determined by the
general partner or sponsor of the Partnerships and may not reflect amounts that could be realized upon
immediate sale, nor amounts that ultimately may be realized.

(b) Multistrategy Hedge Funds

This class includes investments in funds that invest in different strategies, shifting capital among them
according to their profitability and outlook. The underlying investment managers employ event-driven
and diversified strategies, seeking to generate risk-adjusted returns across market and business
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cycles. In determining fair value, the fund managers utilized the valuations provided by the
Partnerships. The Partnerships value securities and other financial instruments on a fair value basis of
accounting. The estimated fair values of certain investments of the underlying limited partnerships,
which may include private placements and other securities for which prices are not readily available,
are determined by the general partner or sponsor of the Partnerships and may not reflect amounts that
could be realized upon immediate sale, nor amounts that ultimately may be realized. These fair values
of these funds have been estimated using the NAV per share.

(c) Level 3 Investments

During fiscal year 2025, there was $0 of transfers out of Level 3 and no transfers in. During fiscal year
2024, there was $8,800 of transfers out of Level 3 and no transfers in.

(14) Endowments

The College’s endowment consists of approximately 300 individual funds established for a variety of
purposes. It includes both donor-restricted funds received and funds designated by the Board of Trustees
to function as endowment. Net assets associated with endowment funds are classified and reported based
on the existence or absence of donor-imposed restrictions.

(a) Interpretation of Relevant Law

The College has interpreted the Uniform Prudent Management of Institutional Funds Act (UPMIFA or
the Act), as adopted in Georgia, as providing, among other things, expanded flexibility by allowing the
College, subject to a standard of prudence, to spend from an endowment fund without regard to the
book value of the corpus of the fund. This flexibility under UPMIFA allows an expenditure that reduces
the book value of the corpus of an endowment fund below its book value, which was previously not
allowed. As a result of this interpretation, the College classified as net assets with donor restrictions
(1) the original value of gifts donated to the endowment, (2) the original value of subsequent gifts to the
endowment, and (3) accumulations to the endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. If the endowment
assets earn investment returns beyond the amount necessary to maintain the endowment assets’ real
value, the excess is available for appropriation and, therefore, classified as net assets with donor
restrictions until appropriated for expenditure. The College currently records the investment returns on
the specific-purpose endowment funds in net assets with restrictions and makes those earnings
available for expenditure for the donor-restricted purpose. In accordance with the Act, the College
considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

1. The duration and preservation of the fund

2. The purposes of the donor-restricted endowment fund

3. The expected total return from income and the appreciation of investments
4. Other resources of the College

5. The investment policies of the College
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6. Possible effect of inflation or deflation

7. General economic conditions

(b) Return Objectives and Risk Parameters

(c)

(d)

The College has adopted investment and spending policies for endowment assets intended to provide
a predictable stream of funding for programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets. Endowment assets include those donor-restricted funds
that the College must hold in perpetuity. Under these policies, as approved by the Board of Trustees,
the endowment assets are invested in a manner that is intended to produce results that exceed price
and yield results of appropriate indexed benchmarks while assuming a prudent level of investment risk.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the College 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 College targets a diversified asset allocation strategy across global
equities, fixed income, marketable alternatives, and private investments to achieve its long-term return
objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The College employs a total return endowment spending policy that establishes the amount of
endowment investment return available to support current operating and capital needs. The distribution
of endowment income in 2025 and 2024 was based on a maximum target of 5% of the preceding

three years’ average fair value. In establishing these policies, the College considered the expected
return on its endowment. Accordingly, the College expects the current spending policy to allow its
endowment to maintain its purchasing power by growing at a rate at least equal to or greater than
planned payouts. Additional real growth will be provided through new gifts and any excess investment
return.

Endowment fund composition by type of fund and net asset classification at June 30, 2025 is
summarized as follows:

Without donor With donor

restriction restriction Total
Donor-restricted endowment funds $ — 275,026,425 275,026,425
Funds for long-term investment functioning
as endowment 28,840,256 — 28,840,256
Total endowment net assets $ 28,840,256 275,026,425 303,866,681
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Endowment fund composition by type of fund and net asset classification at June 30, 2024 is

summarized as follows:

Without donor With donor
restriction restriction Total

Donor-restricted endowment funds $ — 232,361,225 232,361,225
Funds for long-term investment functioning

as endowment 31,032,143 — 31,032,143

Total endowment net assets $ 31,032,143 232,361,225 263,393,368
Changes in endowment net assets for the fiscal year ended June 30, 2025 are as follows:
Without donor With donor
restriction restriction Total

Endowment net assets, June 30, 2024 $ 31,032,143 232,361,225 263,393,368
FY 2025 investment gain:

Investment income 1,418,843 1,300,156 2,718,999

Realized gains 25,458 306,668 332,126

Unrealized gains 2,096,862 25,916,381 28,013,243

Total investment gain 3,541,163 27,523,205 31,064,368
Contributions — 8,420,106 8,420,106
Transfers (2,882,224) 17,098,262 14,216,038
Administrative fee (4,477) (77,903) (82,380)
Appropriation of endowment for expenditure (2,846,349) (10,298,470) (13,144,819)
Endowment net assets, June 30, 2025 $ 28,840,256 275,026,425 303,866,681
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Changes in endowment net assets for the fiscal year ended June 30, 2024 are as follows:

Without donor With donor
restriction restriction Total
Endowment net assets, June 30, 2023 $ 30,021,596 224,103,674 254,125,270
FY 2024 investment gain:
Investment income 405,209 2,117,638 2,522,847
Realized gains 139,210 1,021,601 1,160,811
Unrealized gains 2,481,955 18,652,214 21,134,169
Total investment gain 3,026,374 21,791,453 24,817,827
Contributions — 4,694,407 4,694,407
Transfers — (3,293,163) (3,293,163)
Appropriation of endowment for expenditure (2,015,827) (14,935,146) (16,950,973)
Endowment net assets, June 30, 2024 $ 31,032,143 232,361,225 263,393,368

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 College to retain as a fund of perpetual
duration. In accordance with U.S. GAAP, deficiencies of this nature that are reported in net assets with
donor restrictions totaled $1,237,510 and $1,609,721 as of June 30, 2025 and 2024, respectively, with
an original gift value of $30,415,764 and $34,891,416 as of June 30, 2025 and 2024, respectively.
These deficiencies resulted from unfavorable market fluctuations that occurred after the investment of

restricted contributions.
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(15) Net Assets

Net assets for the fiscal year ended June 30, 2025 are available for the following purposes:

2025
With donor
Net assets restrictions
Endowment funds:
Chairs and professorship $ 54,908,355
Facilities 1,664,688
Faculty development 4,739,631
Operations 4,878,357
Program and scholarship 37,339,202
Program support 26,224,716
Scholarships 146,508,986
Underwater endowment (1,237,510)
Total endowment funds 275,026,425
Other restricted net assets:
Donor pledges and gifts for academic support 73,676,287
Student aid funds 12,315,302
Student loan funds 446,572
Total restricted net assets $ 361,464,586
Net assets for the fiscal year ended June 30, 2024 are available for the following purposes:
2024
With donor
Net assets restrictions
Endowment funds:
Chairs and professorship $ 30,261,080
Facilities 1,494,741
Faculty development 4,479,899
Operations 4,337,228
Program and scholarship 40,895,023
Program support 23,939,633
Scholarships 128,563,342
Underwater endowment (1,609,721)
Total endowment funds 232,361,225
Other restricted net assets:
Donor pledges and gifts 82,970,628
Student aid funds 16,085,119
Student loan funds 444 153
Total restricted net assets $ 331,861,125
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(16) Net Assets Released from Restrictions

Net assets were released from donor restrictions by incurring expense satisfying the restricted purposes or
by occurrence of other events specified by donors. Net assets released from restrictions consist of the

following for the years ended June 30, 2025 and 2024:

Student aid

Instruction

Research

Public senvice

Academic support

Student senices

Institutional support

Property, plant, and equipment acquired, placed in senice,
and capitalized

Total net assets released from restrictions

(17) Liquidity and Availability of Financial Assets

$

$

2025 2024

16,803,239 14,478,729
4,002,388 4,715,631
558,517 422,119
673,275 606,050
3,292,242 3,406,274
1,392,795 1,575,369
2,424,264 2,465,424
1,088,714 28,968
30,235,434 27,698,564

The College’s financial assets available for general expenditure within one year of June 30 are as follows:

Financial assets as of June 30, 2025 and 2024
Cash and cash equivalents
Accounts receivable, net
Contributions receivable, net
Investments
Student notes receivable, net

Total

Less amounts not available for general expenditures within
one year due to restrictions as of June 30, 2025 and 2024:
Donor-restricted endowment
Resources without donor-restriction invested as endowment
Contributions receivable due in greater than one year

Total

Total financial assets available to meet general
expenditures within one year (excludes
restrictions and self-imposed restrictions)
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$

$

2025 2024
72,600,587 79,752,116
4,408,282 5,001,437
15,869,680 12,603,699
301,750,616 261,540,053
844,595 877,903
395,473,760 359,775,208
275,026,425 232,361,225
28,840,256 31,032,143
7,243,672 5,026,044
311,110,353 268,419,412
84,363,407 91,355,796
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June 30, 2025 and 2024

The College’s working capital and cash flows have seasonal variations throughout the year, which are
primarily attributable to concentration of tuition cash receipts and gifts received near calendar and fiscal
year-ends. To assist in managing its liquidity, the College closed the margin account with Charles Schwab
and opened a line of credit with Regions Bank (note 7).

The above reflects the College’s financial assets as of the consolidated statements of financial position
date, reduced by amounts not available for general use within one year of the consolidated statement of
financial position date because of contractual, donor-imposed restrictions or internal designations. Amounts
available include the Board-approved appropriations from the endowment fund for the following year as
well as donor-restricted amounts that are available for general expenditure in the following year. Amounts
not available include amounts set aside for operating and other reserves that could be drawn upon if the
Board of Trustees approves that action.

Commitments and Contingencies

Certain federally funded financial aid programs are routinely subject to audit. The reports on examinations
conducted pursuant to specific regulatory requirements by the auditors for the College are required to be
submitted to both the College and federal granting agencies. Such agencies have the authority to
determine liabilities as well as to limit, suspend, or terminate federal programs. Such audits could result in
claims against the resources of the College.

The College is involved in legal proceedings and claims that have arisen in the ordinary course of business
and have not been finally adjudicated. These actions, when finally concluded and determined, will not, in
the opinion of management, have a material adverse effect upon the financial position of the College.

Subsequent Events

In connection with the preparation of the consolidated financial statements, the College’s management
reviewed subsequent events after the consolidated statement of financial position date of June 30, 2025
through October 17, 2025, the date on which the consolidated financial statements were available to be
issued, and determined that there were no additional matters requiring disclosure through this date.
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Year ended June 30, 2025

U.S. Department of Education:
Student Financial Assistance cluster:
Federal Pell Grant Program
Federal Supplemental Educational Opportunity Grant
Federal Work Study Program
Federal Perkins Student Loan Program (note 3)
Federal Direct Student Loan Program (note 3)

Total Student Financial Assistance cluster
Research and Development cluster:
U.S. Department of Health and Human Services:

Office of Minority Health and Health Equity — CDC National Minority — NU50CD300864-01-00
Biomedical Research and Research Training:

Passed through University of Wisconsin Madison - The Health and Aging Brain Study - Health Disparities, Prime # RAWD000066-SUB00138,

Subaward # 000000168
Total U.S. Department of Health and Human Services

National Science Foundation:
Engineering Grants:

Passed through University of Florida — BPE Track Inclusive Mentoring Hub: Raices Institute for Transformative Advocacy (RITA ) EEC — 2217477,

Subaward # SUB00003810
Passed through American Society for Engineering Education under Prime # EEC-2127509, Subaward # 769-2077

Total ALN 47.041

and Physical
NSF Award # CHE-2335012
NSF Award # DMR-1900806
Passed through Duke University under Prime # CHE-21116298, Subaward # 333-000175

Total ALN 47.049

Computer and Information Science and Engineering:
NSF Award # CCS-2318703
NSF Award # CNS-2417833
NSF Award # CNS-2216622
Passed through The University of Texas at Austin under Prime # OAC-2323116, (Subaward # UTAUS-SUB00001291)

Total ALN 47.070

Integrative Activities
NSF Award # DMS-2332232
Passed through Spelman College under Prime # OIA-2341110 — Subaward # 24101MC

Total ALN 47.083

Passed through Purdue University — Subaward # 10001908-014
Passed through Georgia Institute of Technology under Prime # ITE-2333737, Subaward # AWD-005307-G5

Education and Human Resources:
NSF Award # HRD-2000095
NSF Award # HRD-2010676
NSF Award # DRL-2048821
NSF Award # DUE-2111524
NSF Award # DRL-2131762
NSF Award # OMA-2231334
NSF Award # HRD-1900710
NSF Award # HRD-1900701
NSF Award # HRD-2010779
NSF Award # EES-2306300
NSF Award # EES-2332411
NSF Award # DUE-1821184
Passed through William Marsh Rice University under Prime # DUE-2153481, (Subaward # X03165031)
Passed through Clark Atlanta University — Collaborative Research between Clark Atlanta University and Morehouse College —
The Georgia Louis Stokes Alliances for Minority Participation — HRD-1826797, Subaward # RSP-2018-215051-005

Total ALN 47.076
Total National Science Foundation

U.S. Department of Energy:
National Nuclear Security Administration Minority Serving Institutions Program:
Passed through Florida A&M University — DOE #DE-NA-0003984, Subaward # 5108/FAMU Project # 006785
Passed through Prairie View A&M University - DOE #DE-NA0003947, Subaward # M2000611-S200502

Total ALN 81.123

Reaching an Advanced Computing Technologies Workforce Through Education Initiatives in Quantum Information
Science and Engineering (ReACT-QISE), Award # DE-SE0024440
Passed through Argonne National Laboratory — DOE #DE-AC02-06CH111357, Subaward # 4F-60029

Total U.S. Department of Energy
Total Research and Development cluster

Higher Education Institutional Aid:
Strengthening Historically Black Colleges and Universities — P031E200050
Strengthening Historically Black Colleges and Universities — P031B170017
Strengthening Historically Black Colleges and Universities — P031B220015

Total Higher Education Institutional Aid
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Passed
through to Federal
ALN subrecipients i
84.063 — 9,048,092
84.007 - 473,084
84.033 — 247,079
84.038 - 273,529
84.268 — 39,606,265
— 49,648,049
93.456 — 659,295
93.866 - 36,423
- 695,718
47.041 — 12,031
47.041 - 29,553
- 41,584
47.049 — 82,347
47.049 - 1,570
47.049 — 6,549
— 90,466
47.070 - 39,622
47.070 121,384 321,016
47.070 43,988 836,472
47.070 — 227,381
165,372 1,424,491
47.083 - 81,265
47.083 — 383,661
— 464,926
47.074 — 39,892
47.084 - 29,921
47.076 — 53,034
47.076 605,371 1,967,365
47.076 — (3,269)
47.076 - 32,798
47.076 — 17,136
47.076 35,362 182,703
47.076 — 28,343
47.076 - 52,044
47.076 — 139,072
47.076 - 120,796
47.076 — 14,355
47.076 - 37,167
47.076 — 93,486
47.076 — 18,963
640,733 2,753,993
806,105 4,845,273
81.123 — 278,063
81.123 - 6,694
- 284,757
81.049 — 72,147
N/A - 100,583
- 457,487
806,105 5,998,478
84.031E — 973,183
84.031B — (7,696)
84.031B — 3,781,896
— 4,747,383
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U.S. Department of Education:
Fund for the Improvement of Postsecondary Education:
STEM Pipeline Program — P1162220093
Environmental Justice — P1162220097

Total Fund for the Improvement of Postsecondary Education:

Passed through Martin Luther King Sr Community Resources Collaborative, Inc - Sankofa Chronicles Prime # S411C230174

Black Male Educators - P428A240057
TRIO cluster:
Talent Search Program — P044A210594

Upward Bound Program — P047A230300
Upward Bound Program — P047M220225
Upward Bound Program — P047A220303
Upward Bound Program — P047A220306
Upward Bound Program — P047A220292
Upward Bound Program — P047A220299
Upward Bound Program — P047M220222
Upward Bound Program — P047M220162

Total ALN 84.047

McNair Program — P217A220076
Spelman McNair Program — P217A220077
Total ALN 84.217
Total TRIO cluster
Total U.S. Department of Education
National Aeronautics & Space Administration:
Passed through Georgia Institute of Technology - Prime # 80NSSC23M0007, Subaward # AWD-004520-G6
National Park Service:
Samuel T. Graves Hall Exterior Repair and Restoration Project, Grant # P20AP00173
U.S. Department of Agriculture:
Child Nutrition Cluster Passed through Georgia Office of the School of Readiness — TRIO Prog — 08162

U.S. Small Business Administration:
Passed through the University of Georgia -Prime # SSBAX000158080A & SBAOEDSB240066-01-00, Subaward # AWD000158080A,
SUB00003052 & AWD00017442, SUB00003457
U.S. Department of Defense:
Passed through Virginia Polytechnic Institute and State University — Intelligence Community Center for Academic Excellence — HHM402-19-1-0004,
Subaward # 321576-19D71

U.S. Department of Commerce:
Passed through Georgia Institute of Technology — MBDA Inner City Innovation Hub — Prime # MB200BD8020279, Subaward # AWD-004146-G1
Passed through University of Maryland Eastern Shore - Empowerment Through Technology Internet-Safety for African Americans Prime # 24-09-C13076,
Subaward # MH5204180UW

Total U.S. Department of Commerce

U. S Department of State:
Preservation of Intangible Cultural Heritage in the Middle Belt, Nigeria - Grant # SNI01424GR0073

Department of Justice:
Expanding Access to the Andrew Young Center's Higher Education in Prisons Initiative Award # 15PBJA-24-GG-00354-BRND

Total expenditures of federal awards
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Passed

through to Federal
ALN subrecipients expenditures
84.116Z $ — 164,921
84.116Z 12,755 395,492
12,755 560,413
84.411C — 24,753
84.428A —_ 103,698
84.044A — 539,542
84.047A —_ 295,779
84.047M — 466,596
84.047A — 303,693
84.047A — 300,881
84.047A —_ 338,652
84.047A — 457,187
84.047TM — 318,022
84.047M — 360,258
— 2,841,068
84.217A — 307,471
84.217A — 267,885
— 575,356
— 3,955,966
12,755 9,392,213
43.008 — 45,178
15.904 — 4
10.559 — 131,939
59.037 — 158,808
12.598 — 43,476
11.802 — 12,425
11.028 — 57,707
— 70,132
19.025 —_ 68,972
16.753 — 279,250
$ 818,860 65,836,499
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MOREHOUSE COLLEGE
Notes to Schedule of Expenditures of Federal Awards
Year ended June 30, 2025

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant
activity of Morehouse College (the College) and is presented on the accrual basis of accounting. The
information in the Schedule is presented in accordance with the requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost of Principles, and Audit
Requirements for Federal Awards (the Uniform Guidance). Therefore, some amounts presented in the
Schedule may differ from amounts presented in, or used in the preparation of, the financial statements.

Expenditures include a portion of costs associated with general college activities (indirect costs), which are
allocated to federal awards under negotiated formulas commonly referred to as indirect cost rates. Indirect
costs and related revenue applicable to these cost recoveries are classified as unrestricted expenditures
and revenue in the College’s basic financial statements. Restricted grants and contracts and other
agreements are recognized in the Schedule when funds are expended and receivable from the federal
government.

Indirect Cost Rate

The College did not elect to use the de minimis indirect cost rate, as allowed in accordance with Uniform
Guidance Section 200.414.

Noncash Federal Assistance

Most federal financial assistance is in the form of cash awards. However, there are a number of federal
programs that do not involve cash transactions with the College. These noncash awards include the
Federal Direct Student Loan Program (FDSLP) (which includes the Federal Stafford Student Loan Program
and the Federal Parent Loans for Undergraduate Students).

Loans advanced and related expenditures for the year ended June 30, 2025 are as follows for the following
student loan programs:

ALN Amount
FDSLP:
Student loans advanced:
Federal direct subsidized Stafford loans 84.268 $ 6,112,703
Federal direct unsubsidized Stafford loans 84.268 6,401,931
Federal direct parent loans for undergraduate students 84.268 27,091,631

$ 39,606,265

The College is only responsible for the performance of certain administrative duties with respect to the
FDSLP. Therefore, it is not practicable to determine the balance of loans outstanding to students and
former students of the College under these programs as of June 30, 2025. These loans are not included in
the College’s financial statements.
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The Federal Perkins Student Loan Program is administered directly by the College, and balances and
transactions relating to this program are included in the College’s financial statements. The balance of
loans outstanding under the Federal Perkins Student Loan Program is $273,529 at June 30, 2025. There
were no Perkins Loans advanced in 2025.

Administrative Cost Allowance

The College claimed an administrative cost allowance of $11,765 under the Federal Work Study Program
for the year ended June 30, 2025, which is included in the Federal Work Study Program and Federal
Supplemental Educational Opportunity Grant balances in the accompanying Schedule.
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Independent Auditors’ 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
Morehouse College:

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 Morehouse College (the
College), which comprise the College’s statement of financial position as of June 30, 2025, and the related
consolidated statements of activities, and cash flows for the year then ended, and the related notes to the
consolidated financial statements, and have issued our report thereon dated October 17, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered the College’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 College’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the College’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 College’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 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.
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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 entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

KPme LP

Winston-Salem, North Carolina
October 17, 2025
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Independent Auditors’ Report on Compliance for Each Major Federal Program; Report on Internal
Control Over Compliance; and Report on Schedule of Expenditures of Federal Awards Required by
the Uniform Guidance

The Board of Trustees
Morehouse College:

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Morehouse College’s (the College) compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on
each of the College’s major federal programs for the year ended June 30, 2025. The College’s major federal
programs are identified in the summary of auditors’ results section of the accompanying schedule of findings
and questioned costs.

In our opinion, the College complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended
June 30, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards and the
Uniform Guidance are further described in the Auditors’ Responsibilities for the Audit of Compliance section of
our report.

We are required to be independent of the College and to meet our other ethical responsibilities, in accordance
with relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion on compliance for each major federal program. Our
audit does not provide a legal determination of the College’s compliance with the compliance requirements
referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules and provisions of contracts or grant agreements applicable to the College’s federal
programs.

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on the
College’s compliance based on our audit. 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,
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Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it
exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered material if
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about the College’s compliance with the requirements of each
maijor federal program as a whole.

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

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

e |dentify and assess the risks of material noncompliance, 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 College’s compliance with the compliance requirements referred to above and
performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of the College’s internal control over compliance relevant to the audit in order to
design audit procedures that are appropriate in the circumstances and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of the College’s internal control over compliance. Accordingly, no such opinion
is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the Auditors'
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance and therefore, material weaknesses or significant deficiencies may exist that were not
identified. We did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses. However, as discussed below, we did identify a certain deficiency in internal control over
compliance that we consider to be a significant deficiency.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We consider the
deficiency in internal control over compliance described in the accompanying schedule of findings and
questioned costs as item 2025-001, to be a significant deficiency.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, no such opinion is expressed.
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Government Auditing Standards requires the auditor to perform limited procedures on the College's response
to the internal control over compliance findings identified in our audit described in the accompanying schedule
of findings and questioned costs. The College is also responsible for preparing a corrective action plan to
address each audit finding included in our auditors' report. The College's response and corrective action plan
were not subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response or the corrective action plan.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the College as of and for the year ended June 30, 2025, and have
issued our report thereon dated October 17, 2025, which contained an unmodified opinion on those financial
statements. Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by the Uniform Guidance and is not a required part of the 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 financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with GAAS. In our opinion, the schedule of expenditures of federal awards is fairly
stated in all material respects in relation to the financial statements as a whole.

KPMe LLP

Winston-Salem, North Carolina
March 9, 2026
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MOREHOUSE COLLEGE
Schedule of Findings and Questioned Costs
Year ended June 30, 2025

(1) Summary of Auditors’ Results

()

()

(a)

(b)

(h)
(i)

Type of report issued on whether the financial statements were prepared in accordance with generally
accepted accounting principles: Unmodified

Internal control deficiencies over financial reporting disclosed by the audit of the financial statements:

e Material weaknesses: No

o Significant deficiencies: None reported
Noncompliance which is material to the financial statements: No
Internal control deficiencies over major programs disclosed by the audit:

o Material weaknesses: No
e Significant deficiencies: Yes - See finding 2025-001

Type of report issued on compliance for major programs: Unmodified

Audit findings that are required to be reported in accordance with 2 CFR 200.516(a): Yes — See
finding 2025-001

Major programs:

e Student Financial Assistance Cluster — various assistance listing numbers

e TRIO Cluster — various assistance listing numbers
Dollar threshold used to distinguish between Type A and Type B programs: $750,000

Auditee qualified as a low-risk auditee: Yes

Findings Relating to the Financial Statements Reported in Accordance with Government Auditing
Standards

None

Findings and Questioned Costs Relating to Federal Awards
Finding No. 2025-001

Eligibility

Federal Program

Student Financial Assistance Cluster

Assistance Listing Number
84.033 Federal Work Study
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MOREHOUSE COLLEGE
Schedule of Findings and Questioned Costs
Year ended June 30, 2025

Federal Agency
U.S. Department of Education

Federal Award Years
July 1, 2024 to June 30, 2025

Criteria or Requirement

CFR §675.9 provides student eligibility requirements, stating that a student at an institution of higher
education is eligible to receive part-time employment under the Federal Work Study (FWS) program for an
award year if the student (a) meets the relevant eligibility requirements contained in 34 CFER 668.32; (b) is
enrolled or accepted for enroliment as an undergraduate, graduate or professional student at the institution;
and (c) has financial need as determined in accordance with part F of title IV of the HEA. The financial
need determination relies upon the assessment of a cost of attendance which is established under the
Higher Education Act, Section 472.

Condition and Context

During our test work over eligibility for 40 students with total aid received from the student financial
assistance cluster of $1,250,644, we selected a student receiving FWS funding for whom the cost of
attendance had been increased due to the student’s involvement in the FWS program by $2,810. While the
cost of attendance should not have been increased for this purpose, the student did not receive aid in
excess of their financial need as a result of this increase in cost of attendance.

Cause and Potential Effect

The cost of attendance was increased as a result of a misunderstanding related to certain guidance
relevant only to the Federal Work Study program.

Questioned Cost

There are no known questioned cost associated with the finding.

Statistically Valid Sample

The sample was not intended to be, and was not, a statistically valid sample.

Identification of Whether the Audit Finding is a Repeat Finding in the Immediately Prior Audit
This is not a repeat finding in the immediately prior year audit.

Recommendation

We recommend that the College reconsider their process related to the assessment of cost of attendance
for students receiving Federal Work Study funding to ensure each student has financial need as
determined in accordance with part F of title IV of the HEA.
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MOREHOUSE COLLEGE
Schedule of Findings and Questioned Costs
Year ended June 30, 2025

View of Responsible Officials

Management agrees with the finding. To address the finding and ensure compliance with federal
regulations governing the Federal Work Study program, the Office of Financial Aid will clarify the policy and
adjust the award process to ensure that aid adjustments remain compliant with federal need-analysis

requirements.
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COLLEGE

Corrective Action Plan

Finding No. 2025-001 — Eligibility (Federal Work Study Program)

Federal Program: Student Financial Assistance Cluster — Federal Work Study (ALN 84.033)

Federal Agency: U.S. Department of Education

Audit Period: July 1, 2024 — June 30, 2025

Finding Summary

During testing of student eligibility, auditors identified one instance in which a student’s Cost of
Attendance (COA) was increased by $2,810 due to participation in the Federal Work Study (FWS)
program. Federal regulations do not permit an institution to increase COA solely to accommodate FWS
eligibility. Although the adjustment did not result in the student receiving aid exceeding financial need, the
adjustment occurred due to a misunderstanding of guidance related to the FWS program.

Corrective Action Plan

Management agrees with the finding. To address the finding and ensure compliance with federal
regulations governing the Federal Work Study program, the Office of Financial Aid will implement the
following corrective actions:

1. Policy Clarification and Documentation

The Office of Financial Aid will revise its internal awarding policies and procedures to clearly state that the
standard practice of awarding Federal Work Study funds must fit within the student established Cost of
Attendance (COA).

Additionally, the revised policy will explicitly include flexibility to increase the Cost of Attendance only

because of approved Special Circumstance appeals, consistent with federal guidance and institutional
professional judgment policies. Federal Student Aid Handbook: Application and Verification Guide:

Chapter 5 — Special Cases

2. Award Adjustment Procedures

When a student’s aid package exceeds need due to the addition of FWS, staff will take the following
steps:

¢ Reduction of loan awards, when applicable, to allow FWS funding to be added within the
student’s financial need limits.


https://fsapartners.ed.gov/sites/default/files/2025-2026/2025-2026_Federal_Student_Aid_Handbook/_knowledge-center_fsa-handbook_2025-2026_application-and-verification-guide_ch5-special-cases.pdf
https://fsapartners.ed.gov/sites/default/files/2025-2026/2025-2026_Federal_Student_Aid_Handbook/_knowledge-center_fsa-handbook_2025-2026_application-and-verification-guide_ch5-special-cases.pdf

March 9, 2025
Page 2 of 2

e A Loan Adjustment Form will be required for all downward adjustments to loan awards to ensure
documentation and transparency.

These procedures will ensure that aid adjustments remain compliant with federal need-analysis
requirements.

Implementation Timeline

¢ Policy updates and procedural documentation: Within 60 days
¢ Process implementation: Beginning with the 2026-2027 academic year packaging cycle
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COLLEGE

Finding No. 2024-001

SFA - Enroliment Reporting

Eederal Program

Student Financial Assistance Cluster

AL No.
84.268 Federal Direct Student Loans

Federal Agency

U.S. Department of Education

Federal Award Years

October 1, 2022 to September 30, 2023

October 1, 2023 to September 30, 2024
Criteria or Requirement

Institutions are required to report enroliment information under the Pell grant and the Direct
and FFEL loan programs via the NSLDS (OMB No. 1845-0035) (Pell, 34CFR 690.83(b)(2);
FFEL, 34CFR 682.610; Direct Loan, 34 CFR 685.309; Perkins 34 CFR 674.19(f)).

ndition an ntex

During our test work, we selected a sample of 40 students that had enrollment status
changes during fiscal year 2024. Within our sample, we identified 3 instances where the
students’ enroliment status was not properly communicated to National Student Loan Data
System (NSLDS). These instances involved students who reported their status changes to
the College after the normal reporting period had ended.

Cause and Potential Effect
Noncompliance due to no control in place to identify late submissions of status changes
and ensure that these changes are properly communicated to the NSLDS. This lack of

control could result in inaccurate or delayed reporting of student status changes to the
NSLDS, potentially affecting loan servicing and compliance with federal regulations.

Questioned Cost

There were no questioned cost associated with the finding.



Corrective Action Plan to Finding 2024-001:

Contact person for corrective action: LaKeidra Gilford — Interim Registrar Office of Records and
Registration

Corrective Action Plan:
Morehouse College plan to implement the following to address finding No. 2024-001.

e Office of Records and Registration will create a new policy effective July 1, 2025, that will state
any medical withdrawals received after the last day of the current term will not be honored.

e  Office of Records and Registration effective May 2025 will continue the current process with
additionally submitting two (2) additional graduation reports each month after the initial report
is sent to National Student Clearinghouse to ensure all graduates are captured and reported.

Status of Prior Year Finding:
This finding has been corrected
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