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Independent Auditors’ Report 

The Board of Trustees 

Millsaps College: 

We have audited the accompanying consolidated financial statements of Millsaps College (the College), 

which comprise the consolidated statements of financial position as of June 30, 2015 and 2014, and the 

related consolidated statements of activities and cash flows for the years then ended, and the related notes to 

the consolidated financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 

statements in accordance with U.S. generally accepted accounting principles; this includes the design, 

implementation, and maintenance of internal control relevant to the preparation and fair presentation of 

consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the 

assessment of the risks of material misstatement of the consolidated financial statements, whether due to 

fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation and fair presentation of the consolidated financial statements in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 

of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

Opinion 

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

the financial position of Millsaps College as of June 30, 2015 and 2014, and the changes in its net assets and 

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

 

Jackson, Mississippi 

November 10, 2015 
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MILLSAPS COLLEGE

Consolidated Statements of Financial Position

June 30, 2015 and 2014

Assets 2015 2014

Cash and cash equivalents $ 2,408,550   3,982,995   
Accounts and accrued interest and dividends receivable, less

allowance for uncollectible accounts of $40,000 in
both 2015 and 2014 773,510   996,584   

Notes receivable, less allowance for uncollectible
notes of $40,000 in both 2015 and 2014 1,914,214   2,007,977   

Prepaid expenses and other assets 1,402,985   623,198   
Contributions receivable, net (note 4) 2,454,964   3,560,695   
Investments (note 3) 120,303,042   125,173,068   
Beneficial interest in trusts managed by others 14,761,382   15,104,749   
Land, buildings, and equipment, less accumulated

depreciation (note 2) 31,395,464   31,375,359   
Total assets $ 175,414,111   182,824,625   

Liabilities and Net Assets

Accounts payable and accrued expenses $ 2,530,816   2,351,618   
Deferred revenue and student deposits 1,859,744   2,061,613   
Other liabilities (note 7) 5,254,143   3,878,431   
Advances under U.S. government loan programs 1,755,722   1,761,306   
Annuities payable 779,713   828,667   
Bonds and notes payable (note 6) 31,938,401   31,323,454   

Total liabilities 44,118,539   42,205,089   

Net assets (note 9):
Unrestricted 29,458,602   36,089,358   
Temporarily restricted 31,351,025   35,043,333   
Permanently restricted 70,485,945   69,486,845   

Total net assets 131,295,572   140,619,536   

Commitments and contingencies (notes 5, 6, 7, 8, and 11)
Total liabilities and net assets $ 175,414,111   182,824,625   

See accompanying notes to consolidated financial statements.
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MILLSAPS COLLEGE

Consolidated Statement of Activities

Year ended June 30, 2015

Temporarily Permanently
Unrestricted restricted restricted Total

Revenues:
Tuition and fees $ 28,199,989 — — 28,199,989
Scholarship allowances (16,870,233) — — (16,870,233)

Tuition and fees, net 11,329,756 — — 11,329,756

Contributions 1,990,704 1,664,765 594,340 4,249,809
Federal and state grants 32,512 1,924,399 — 1,956,911
Endowment spending distribution, including

perpetual trusts 6,087,170   5,390,476 — 11,477,646
Other investment income 214,482 39,443 11,729 265,654
Auxiliary enterprises 8,797,762 — — 8,797,762
Other 502,868 — — 502,868
Net assets released from restrictions

(note 12) 8,774,274 (8,774,274) — —

Total revenues 37,729,528 244,809 606,069 38,580,406

Expenses:
Instruction 12,934,682 — — 12,934,682
Academic support 787,332 — — 787,332
Student services 7,777,740 — — 7,777,740
Institutional support 9,956,264 — — 9,956,264
Auxiliary enterprises 6,273,510 — — 6,273,510

Total expenses 37,729,528 — — 37,729,528

Change in unrestricted net assets from
operating activities —

Other changes in net assets:
Net realized and unrealized gains (losses) on

investments, net of endowment spending (7,206,918) (4,275,750) 493,893 (10,988,775)
Change in value of split-interest agreements — (242,351) (116,159) (358,510)
Change in fair value of interest rate

swap agreement 144,358 — — 144,358
Contributions for plant — 200,943 — 200,943
Net assets released from restrictions for plant 194,430 (194,430) — —
Other, net 237,374 574,471 15,297 827,142

Total other changes in net assets (6,630,756) (3,937,117) 393,031 (10,174,842)

Increase (decrease) in net assets (6,630,756) (3,692,308) 999,100 (9,323,964)

Net assets at beginning of year 36,089,358 35,043,333 69,486,845 140,619,536
Net assets at end of year $ 29,458,602 31,351,025 70,485,945 131,295,572

See accompanying notes to consolidated financial statements.
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MILLSAPS COLLEGE

Consolidated Statement of Activities

Year ended June 30, 2014

Temporarily Permanently
Unrestricted restricted restricted Total

Revenues:
Tuition and fees $ 26,198,767 — — 26,198,767
Scholarship allowances (15,292,563) — — (15,292,563)

Tuition and fees, net 10,906,204 — — 10,906,204

Contributions 4,728,896 1,723,342 1,172,750 7,624,988
Federal and state grants 31,492 1,138,381 — 1,169,873
Endowment spending distribution, including

perpetual trusts 2,742,256   5,817,402 — 8,559,658
Other investment income 25,724 106,079 13,633 145,436
Auxiliary enterprises 7,967,748 — — 7,967,748
Other 968,509 — — 968,509
Net assets released from restrictions

(note 12) 9,305,812 (9,305,812) — —

Total revenues 36,676,641 (520,608) 1,186,383 37,342,416

Expenses:
Instruction 12,648,802 — — 12,648,802
Academic support 813,005 — — 813,005
Student services 7,604,219 — — 7,604,219
Institutional support 9,342,849 — — 9,342,849
Auxiliary enterprises 6,249,938 — — 6,249,938

Total expenses 36,658,813 — — 36,658,813

Change in unrestricted net assets from
operating activities 17,828

Other changes in net assets:
Net realized and unrealized gains on

investments, net of endowment spending 4,265,205 5,916,125 438,436 10,619,766
Change in value of split-interest agreements — 308,233 857,806 1,166,039
Change in fair value of interest rate

swap agreement 168,444 — — 168,444
Contributions for plant — 556,523 — 556,523
Net assets released from restrictions for plant 328,973 (328,973) — —
Other, net 818,555 30,455 62,086 911,096

Total other changes in net assets 5,581,177 6,482,363 1,358,328 13,421,868

Increase in net assets 5,599,005 5,961,755 2,544,711 14,105,471

Net assets at beginning of year 30,490,353 29,081,578 66,942,134 126,514,065
Net assets at end of year $ 36,089,358 35,043,333 69,486,845 140,619,536

See accompanying notes to consolidated financial statements.
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MILLSAPS COLLEGE

Consolidated Statements of Cash Flows

Years ended June 30, 2015 and 2014

2015 2014

Cash flows from operating activities:
(Decrease) increase in net assets $ (9,323,964)  14,105,471   
Adjustments to reconcile (decrease) increase in net assets to

net cash used in operating activities:
Depreciation and amortization 3,540,172   3,387,740   
Realized and unrealized losses (gains) on investments, net 1,548,669   (17,044,669)  
Change in fair value of interest rate swap agreement (144,358)  (168,444)  
Change in beneficial interests in trusts managed by others 343,367   (1,291,043)  
Change in value of split-interest agreements 13,292   75,712   
Contributions for plant (169,606)  (526,523)  
Permanently restricted contributions (444,340)  (1,091,643)  
Permanently restricted investment income (520,918)  (241,102)  
Changes in operating assets and liabilities:

Accounts and accrued interest and dividends receivable 223,074   (12,543)  
Prepaid expenses and other assets 1,112   (56,893)  
Contributions receivable, net 1,105,731   8,487   
Accounts payable and accrued expenses 179,198   (29,564)  
Deferred revenue and student deposits (201,869)  43,229   
Other liabilities (129,930)  5,979   

Net cash used in operating activities (3,980,370)  (2,835,806)  

Cash flows from investing activities:
Purchases of land, buildings, and equipment (2,711,093)  (5,755,698)  
Purchases of investments (9,735,349)  (21,336,825)  
Proceeds from sales and maturities of investments 13,056,706   23,535,934   
Payments received from direct financing leases 19,917   19,917   
Payments received from notes receivable 352,387   290,274   
Issuances of notes receivable (258,624)  (204,609)  

Net cash provided by (used in) investing activities 723,944   (3,451,007)  

Cash flows from financing activities:
Proceeds from notes payable 1,578,433   3,646,307   
Principal repayments on bonds and notes payable (963,486)  (944,229)  
Permanently restricted contributions 444,340   1,091,643   
Contributions for plant 169,606   526,523   
Permanently restricted investment income 520,918   241,102   
Change in investments subject to annuity agreements 62,395   (1,251)  
Annuity payments (124,641)  (124,499)  
Decrease in advances under U.S. government loan programs (5,584)  (25,290)  

Net cash provided by financing activities 1,681,981   4,410,306   

Net decrease in cash and cash equivalents (1,574,445)  (1,876,507)  

Cash and cash equivalents at beginning of year 3,982,995   5,859,502   
Cash and cash equivalents at end of year $ 2,408,550   3,982,995   

Supplemental disclosure of cash flow information:
Cash paid during the year for interest, net of capitalized interest $ 1,389,151   1,304,655   

See accompanying notes to consolidated financial statements.
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 6 (Continued) 

(1) Organization and Summary of Significant Accounting Policies 

(a) Organization 

Millsaps College (the College) is a private, nonprofit liberal arts college based in Jackson, Mississippi. 

The College provides education and training services for students at the undergraduate and graduate 

levels. 

The College’s consolidated financial statements include the accounts of Millsaps Development, Inc. 

(Development) (note 5), which is controlled by the board of trustees of the College. All significant 

intercompany balances and transactions have been eliminated. 

(b) Basis of Presentation 

The consolidated financial statements of the College are presented on the accrual basis. 

In order to reflect the revenues and expenses of the entire summer session in the same fiscal year, the 

College credits and charges deferred accounts with summer session fee revenues and direct expenses, 

and reports such revenues and expenses in the fiscal year in which the summer session ends. 

Net assets and revenues, gains and losses are classified based on the existence or absence of 

donor-imposed restrictions. Accordingly, net assets of the College and changes therein are classified 

and reported as follows: 

Permanently restricted – Net assets subject to donor-imposed stipulations that such assets be 

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

to use all or part of the income earned on related investments for general or specific purposes. 

Temporarily restricted – Net assets subject to donor-imposed stipulations that will be met either 

by actions of the College and/or the passage of time. 

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

Contributions are reported as increases in the appropriate category of net assets based on limitations, 

if any, stipulated by donors. Expenses are reported as decreases in unrestricted net assets. Expirations 

of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the 

stipulated time period has elapsed) are reported as reclassifications from temporarily restricted net 

assets to unrestricted net assets. Temporary restrictions on gifts to acquire long-lived assets are 

considered to be met in the period in which the assets are acquired or placed in service. 

Contributions, including unconditional promises to give, are recognized as revenues in the period 

received. Conditional promises to give are not recognized until the conditions on which they depend 

are substantially met. Contributions of assets other than cash are recorded at their estimated fair value 

at the date of gift. Contributions to be received after one year are discounted at a rate commensurate 

with the risks involved. Amortization of the discount is recorded as additional contribution revenue 

and recognized in accordance with donor-imposed restrictions, if any, on the contributions. Allowance 

is made for uncollectible contributions based upon management’s judgment and analysis of the 

creditworthiness of the donors, past collection experience, and other relevant factors. 
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Income and realized and unrealized net gains or losses on endowment investments are reported as 

follows: 

 as changes in permanently restricted net assets if the terms of the gift or applicable state law 

require that they be added to the principal of a permanent endowment fund; 

 as changes in temporarily restricted net assets if the terms of the gift impose restrictions on the 

use or timing of the income or net gains or if not yet appropriated for spending, and 

 as changes in unrestricted net assets in all other cases. 

(c) Estimates 

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

principles (GAAP) requires management to make estimates and judgments that affect the reported 

amounts of assets and liabilities and disclosures of contingencies at the date of the financial statements 

and revenues and expenses recognized during the reporting period. Actual results could differ from 

those estimates. 

Estimates that are particularly susceptible to significant changes in the near term are those used in 

determining the allowance for uncollectible pledges, the fair value of certain investments and 

derivative instruments and calculating liabilities under split-interest agreements. 

(d) Cash Equivalents 

Cash equivalents include interest-bearing money market accounts, short-term U.S. Treasury securities, 

and other short-term, highly liquid investments with maturities at dates of purchase of three months or 

less, except that any such investments purchased with funds held by endowment fund investment 

managers are classified with investments. 

(e) Investments 

Marketable securities are carried at fair value as determined by quoted market prices. Real estate 

investments are stated primarily at recent appraised values. Private equities, common and collective 

trusts, and other investments not publicly traded are recorded at their net asset values or estimated fair 

values based on information provided by the general partner or fund manager, which is assessed by 

management. The net realized and unrealized gains or losses on investments are reflected in the 

consolidated statements of activities. 

Investment securities are exposed to several risks, such as changes in interest rates, market 

fluctuations, and credit risks. Due to the risks 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 

such changes could materially affect the amounts reported in the College’s consolidated financial 

statements. 

(f) Fair Value Measurement 

The College’s financial instruments principally consist of cash and cash equivalents, investments, 

beneficial interest in trusts managed by others, an interest rate swap agreement, receivables, payables 

and various debt instruments. 
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Fair value of a financial instrument is defined as the price that would be received to sell an asset or 

paid to transfer a liability in an orderly transaction between market participants at the measurement 

date. GAAP establishes a fair value hierarchy which requires an entity to maximize the use of 

observable inputs and minimize the use of unobservable inputs when measuring fair value. The three 

levels of inputs that may be used to measure fair value are as follows: 

Level 1 Valuation based on unadjusted quoted prices for identical assets in active markets 

accessible at the measurement date. 

Level 2 Valuations derived for similar assets in active markets, or other inputs that are observable 

or can be corroborated by market data. 

Level 3 Valuations derived from unobservable (supported by little or no market activity) inputs 

that reflect an entity’s best estimate of what hypothetical market participants would use to 

determine a transaction price at the reporting date. 

The College carries its investments, beneficial interest in trusts managed by others, and interest rate 

swap agreements at fair value measured on a recurring basis. The College records its investments in 

alternative investment funds at net asset value, which is considered to be a practical expedient for the 

estimation of fair value of investments in investment companies for which the investment does not 

have a readily determinable fair value using net asset value per share or its equivalent. For investments 

that have quoted market prices in active markets, the College uses the quoted market price as fair value 

and includes these prices in the amounts disclosed in Level 1 of the hierarchy. When quoted market 

prices in active markets are unavailable, the College determines fair value using various valuation 

techniques and models based on a range of observable market inputs including pricing models, quoted 

market price of publicly traded securities with similar duration and yield, time value, yield curve, 

prepayment speeds, default rates, and discounted cash flow. In most cases, these estimates are 

determined based on independent third-party valuation information, and the amounts are disclosed in 

the Level 2 of the fair value hierarchy. Generally, the College obtains a single price or quote per 

instrument from independent third parties to assist in establishing the fair value of these investments. 

If quoted market prices and independent third-party valuation information are unavailable, the College 

produces an estimate of fair value based on internally developed valuation techniques, which, 

depending on the level of observable market inputs, will render the fair value estimate as either Level 2 

or 3. On occasions when pricing service data is unavailable, the College may rely on bid/ask spreads 

from dealers in determining fair value. To the extent the College determines that a price or quote is 

inconsistent with actual trading activity observed in that investment or similar investments, or if the 

College does not consider the quote to be reflective of the fair value of the investment, the College 

internally develops a fair value using this other market information and discloses the amount as a Level 

3 fair value measurement. 

Due to their short-term nature, the fair values of cash and cash equivalents, short-term receivables, and 

payables approximate their carrying value. Contributions receivable are initially measured at fair value 

as discussed in note 4. The fair value of annuities payable approximates carrying value, in all material 

respects, due to present value techniques and other assumptions employed to arrive at carrying value. 

The fair value of debt instruments has been established using interest rates currently offered to the 

College for borrowings having similar character, collateral and duration. The fair value of such debt 
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instruments approximates the carrying amounts at June 30, 2015 and 2014 and is considered a Level 2 

measurement. 

A reasonable estimate of the fair value of the notes receivable from students under government loan 

programs and advances from federal government for student loans could not be made because the notes 

receivable are not marketable and can only be assigned to the U.S. government or its designees; the 

fair value of notes receivable from students under other loan programs administered by the College 

approximates carrying value. 

The estimated fair values are significantly affected by assumptions used, principally the timing of 

future cash flows, the discount rate, judgments regarding current economic conditions, risk 

characteristics of various financial instruments, and other factors. Because assumptions are inherently 

subjective in nature, the estimated fair values cannot be substantiated by comparison to independent 

quotes and, in many cases, the estimated fair values could not necessarily be realized in an immediate 

sale or settlement of the instrument. 

(g) Split-Interest Agreements and Perpetual Trusts 

The College’s split-interest agreements consist primarily of irrevocable charitable remainder trusts 

held by others. At the dates these trusts are established, remainder interest assets and contribution 

revenues are recognized at the present value (calculated using discount rates ranging from 4.0% to 

4.5%) of the estimated future benefits to be received when the trust assets are distributed. The 

remainder interests are adjusted during the terms of the trusts for changes in the value of assets, 

accretion of the discount, and other changes in the estimates of future benefits. The College also 

accepts gifts in the form of gift annuities. At the time of receipt, a gift is recorded based upon the fair 

value of the assets donated less any applicable liabilities. Liabilities include the present value of 

projected future distributions to the annuitant and are determined using appropriate discount rates. 

The College is also the beneficiary of certain perpetual trusts held and administered by others. The fair 

value of a trust is recognized as an asset and contribution revenue when the College is notified of the 

trust’s existence. Distributions from the trusts are recorded as endowment spending distribution on the 

consolidated statements of activities, and the carrying amounts of the assets are adjusted for changes 

in the fair value of the trusts. 

Funds subject to split-interest agreements and perpetual trusts are classified as temporarily restricted 

or permanently restricted net assets based upon donor designations. The fair value of the beneficial 

interests in trusts managed by others and annuities payable were determined using inputs that are 

considered to be Level 3 in the fair value hierarchy. 
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For the years ended June 30, 2015 and 2014, the changes in beneficial interests in trusts managed by 

others classified as Level 3 are as follows: 

2015 2014

Balance, beginning of year $ 15,104,749 13,813,706
Contributions 5,103 49,291
Distributions (50,000) —
Change in valuation (298,470) 1,241,752

Balance, end of year $ 14,761,382 15,104,749

 

For the years ended June 30, 2015 and 2014, the changes in annuities payable are as follows: 

2015 2014

Balance, beginning of year $ 828,667 878,705
Change in valuation 13,292 75,712
Additions 62,395 61,800
Annuity payments (124,641) (124,499)
Terminations — (63,051)

Balance, end of year $ 779,713 828,667

 

(h) Notes Receivable 

The College has various notes receivable from students, which are recorded at estimated net realizable 

value in the College’s consolidated financial statements. These notes bear interest at various rates and 

have various maturity dates. At June 30, 2015 and 2014, notes receivable from students included 

$1,600,678 and $1,659,321, respectively, of loans that were obtained through the Federal Perkins 

Student Loan Program. 

(i) Refundable Advances from the U.S. Government 

Funds provided by the U.S. government under the Federal Perkins Student Loan Program are for 

revolving loans to qualified students. These funds are ultimately refundable to the government and are 

included in liabilities in the consolidated statements of financial position. 

(j) Depreciation 

Depreciation of buildings and equipment is calculated using the straight-line method over the 

estimated useful lives of the assets, which range from five to twenty-five years. 

(k) Income Taxes 

The College is recognized as an organization exempt from federal income tax under Section 501(a) of 

the Internal Revenue Code (the Code) as an organization described in Section 501(c)(3) whereby only 

unrelated business income, as defined by Section 512(a)(1) of the Code, is subject to federal income 

tax. 
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(l) Fund-Raising Activities 

Fund-raising activities are recorded as institutional support expense as incurred and approximated 

$1,073,000 and $908,000 for the years ended June 30, 2015 and 2014, respectively. 

(m) Amortization 

Debt issuance costs are deferred and amortized using the straight-line method over the term of the 

related debt. At June 30, 2015 and 2014, unamortized debt issuance costs of $158,233 and $161,804, 

respectively, are included in prepaid expenses and other assets in the accompanying consolidated 

statements of financial position. 

(n) Asset Retirement Obligation 

The College has identified asbestos abatement as a conditional asset retirement obligation. Asbestos 

abatement costs were estimated using a per square foot estimate. As of June 30, 2015 and 2014, 

the College carried a liability of $275,872 and $269,893, respectively, related to this asset retirement 

obligation that is included in other liabilities in the accompanying consolidated statements of financial 

position. 

(o) Reclassifications 

Certain reclassifications have been made to the 2014 financial statements to conform to the 2015 

presentation. The reclassifications did not affect total net assets. 

(2) Land, Buildings, and Equipment 

Land, buildings, and equipment are stated at cost at the date of acquisition or fair value at the date of donation 

in the case of gifts. 

Land, buildings, and equipment are summarized as follows at June 30, 2015 and 2014: 

2015 2014

Land $ 411,185    411,185   
Buildings 67,195,530    67,179,459   
Improvements other than buildings 12,464,712    11,680,976   
Equipment 21,421,058    20,754,684   
Library books 1,503,219    1,632,689   
Construction in progress 1,556,786    232,214   

104,552,490    101,891,207   

Less accumulated depreciation (73,157,026)   (70,515,848)  

$ 31,395,464    31,375,359   

 

At June 30, 2015, construction in progress represents a number of projects either in the planning phase or 

under construction. A fraternity house renovation with capitalized costs of approximately $700,000 at June 

30, 2015 was completed in September 2015 with additional costs of $600,000 being incurred subsequent to 

year-end. Tennis courts with capitalized costs of approximately $200,000 at June 30, 2015 are scheduled to 
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be completed in December 2015 with costs to complete estimated at $500,000. Two other projects, the 

Christian Center Renovation and Performing Arts Center, were both in different stages of the planning 

process at June 30, 2015. 

Depreciation expense was $3,521,544 and $3,370,240 for the years ended June 30, 2015 and 2014, 

respectively. 

(3) Investments 

Investments, at fair value, are summarized as follows at June 30, 2015 and 2014: 

2015 2014

Equity securities $ 44,328,211   47,368,759   
Fixed income securities 11,080,109   11,292,252   
Common and collective trusts (a) 19,159,730   24,369,060   
Hedged equity funds of funds (b) 26,399,929   24,896,999   
Private equity funds (c) 5,971,044   6,814,350   
Real estate 9,666,067   7,042,365   
Other 3,697,952   3,389,283   

$ 120,303,042   125,173,068   

 

As of June 30, 2015 and 2014, the estimated fair value of the College’s alternative investments to which the 

College applied net asset value (NAV) as a practical expedient relative to the determination of fair value 

totaled $51,530,703 and $56,080,409, respectively. The limitations and restrictions on the College’s ability 

to redeem or sell these investments vary by investment type. 

(a) Investments in funds that invest in common and collective trusts include corporate equities, domestic 

mid-cap equities, and global equities – developed markets. Management of the common and collective 

trusts has the ability to shift investments between categories and value strategies. The fair values of these 

investments have been estimated using net asset value per share. The entire value of investments in this 

class has no redemption restrictions and can be redeemed daily with only one day’s notice. 

(b) Investments in hedged equity funds of funds pursue multiple strategies to diversify risks, reduce 

volatility, and provide returns. Management of these hedged equity funds of funds have the ability to 

shift investments between strategies. The fair value of these investments has been estimated using net 

asset value per share. These investments have various redemption restrictions ranging from quarterly to 

annually with 65 to 95 days notice, as well as one investment that does not allow for redemptions. 

(c) Investments in private equity funds are invested in natural resources. Management of these private equity 

funds have the ability to shift investments between strategies. The fair value of these investments has 

been estimated using net asset value per share. These investments have monthly redemption restrictions 

and can be redeemed with 30 days’ notice. 

At June 30, 2015 and 2014, the College had an investment in a privately held equity security, which is 

included in equity securities in the preceding table. At June 30, 2015 the estimated fair value and cost of this 

investment were $13,600,000 and $100, respectively. At June 30, 2014, the estimated fair value and cost of 

this investment were $14,000,000 and $100, respectively. During the years ended June 30, 2015 and 2014, 
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the College received $160,000 and $2,479,040, respectively, in distributions from the privately held equity 

security investment. 

The following tables summarize the College’s investments by major category in the fair value hierarchy as 

of June 30, 2015 and 2014. 

June 30, 2015

Level 1 Level 2 Level 3 Total

Equity securities:

Domestic equities $ 15,672,596  —  —  15,672,596  

Global equities 15,055,615  —  —  15,055,615  

Privately held equity —  —  13,600,000  13,600,000  

Total equity securities 30,728,211  —  13,600,000  44,328,211  

Fixed income:

Mutual funds 8,873,863  —  —  8,873,863  

U.S. Treasury and other

U.S. government agencies 283,125  —  —  283,125  

Corporate debt securities —  447,857  —  447,857  

Residential mortgage-backed

securities —  1,475,264  —  1,475,264  

Total fixed income 9,156,988  1,923,121  —  11,080,109  

Common and collective trusts (1) —  19,159,730  —  19,159,730  

Hedged equity funds of funds (1) —  —  26,399,929  26,399,929  

Private equity funds (1) —  5,971,044  —  5,971,044  

Real estate —  —  9,666,067  9,666,067  

Total long-term

investments 39,885,199  27,053,895  49,665,996  116,605,090  

Other investments:

Short-term investments 1,297,752  —  —  1,297,752  

Cash surrender value of life

insurance policies —  2,400,200  —  2,400,200  

Total other investments 1,297,752  2,400,200  —  3,697,952  

Total investments $ 41,182,951  29,454,095  49,665,996  120,303,042  

(1) Net asset value (NAV) applied as a practical expedient to determine estimated fair value.
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June 30, 2014

Level 1 Level 2 Level 3 Total

Equity securities:

Domestic equities $ 17,670,551  —  —  17,670,551  

Global equities 15,698,208  —  —  15,698,208  

Privately held equity —  —  14,000,000  14,000,000  

Total equity securities 33,368,759  —  14,000,000  47,368,759  

Fixed income:

Mutual funds 8,849,962  —  —  8,849,962  

U.S. Treasury and other

U.S. government agencies 520,032  —  —  520,032  

Corporate debt securities —  476,289  —  476,289  

Residential mortgage-backed

securities —  1,445,969  —  1,445,969  

Total fixed income 9,369,994  1,922,258  —  11,292,252  

Common and collective trusts (1) —  24,369,060  —  24,369,060  

Hedged equity funds of funds (1) —  —  24,896,999  24,896,999  

Private equity funds (1) —  6,814,350  —  6,814,350  

Real estate —  —  7,042,365  7,042,365  

Total long-term

investments 42,738,753  33,105,668  45,939,364  121,783,785  

Other investments:

Short-term investments 1,117,394  —  —  1,117,394  

Cash surrender value of life

insurance policies —  2,271,889  —  2,271,889  

Total other investments 1,117,394  2,271,889  —  3,389,283  

Total investments $ 43,856,147  35,377,557  45,939,364  125,173,068  

(1) Net asset value (NAV) applied as a practical expedient to determine estimated fair value.
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Changes in financial assets measured at fair value on a recurring basis using significant unobservable inputs 

(Level 3) for the years ended June 30, 2015 and 2014 are as follows: 

2015

Privately held Hedged equity

equity funds of funds Real estate Total

Balance, beginning of year $ 14,000,000  24,896,999  7,042,365  45,939,364  

Purchases —  388,000  2,624,000  3,012,000  

Sales and distributions (160,000) (3,369) (339,949) (503,318) 

Realized and unrealized gains 

(losses), net (240,000) 1,118,299  339,651  1,217,950  

Balance, end of year $ 13,600,000  26,399,929  9,666,067  49,665,996  

 

2014

Privately held Hedged equity

equity funds of funds Real estate Total

Balance, beginning of year $ 12,000,000  22,865,728  7,079,730  41,945,458  

Purchases —  352,000  —  352,000  

Sales and distributions (2,479,040) —  (205,291) (2,684,331) 

Realized and unrealized gains, net 4,479,040  1,679,271  167,926  6,326,237  

Balance, end of year $ 14,000,000  24,896,999  7,042,365  45,939,364  

 

The College’s investment return, including distributions from perpetual trusts, and its presentation in the 

accompanying consolidated statements of activities, for the years ended June 30, 2015 and 2014 is detailed 

below: 

2015 2014

Net investment return on investments:
Interest and dividends $ 1,743,168   1,686,266   
Distributions from perpetual trusts 560,026   593,925   
Net realized/unrealized gains (losses) (1,548,669)  17,044,669   

Total net investment return 754,525   19,324,860   

Less:
Endowment spending distributions 11,477,646   8,559,658   
Other investment income 265,654   145,436   

Net investment return reported in other changes in net assets $ (10,988,775)  10,619,766   

 

Management fees are netted against investment return and totaled $748,998 and $729,643 in 2015 and 2014, 

respectively. 
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(4) Contributions Receivable 

Contributions receivable, net, are summarized as follows at June 30, 2015 and 2014: 

2015 2014

Unconditional promises expected to be collected in:
Less than one year $ 1,077,227    1,335,299   
One year to five years 769,558    1,338,099   
Over five years 1,742,334    2,053,610   

3,589,119    4,727,008   

Less unamortized discount (at rates ranging from 1% to 5%) 
and allowance for uncollectible contributions of $750,000
in both 2015 and 2014 (1,134,155)   (1,166,313)  

$ 2,454,964    3,560,695   

Unconditional promises to give are recognized initially at fair value as contributions revenue in the period 

such promises are made by donors. Fair value is estimated giving consideration to anticipated future cash 

receipts (after allowance is made for uncollectible contributions) and discounting such amounts at a risk-

adjusted rate commensurate with the duration of the donor’s payment plan. These inputs to the fair value 

estimate are considered Level 3 in the fair value hierarchy. In subsequent periods, the discount rate is 

unchanged and the allowance for uncollectible contributions is reassessed and adjusted if necessary. 

Amortization of the discounts is recorded as additional contribution revenue. 

At June 30, 2015 and 2014, the College had also received bequest intentions of approximately $10,548,000 

and $9,999,000 (unaudited), respectively. These intentions to give are not recognized as assets and, if the 

bequests are received, they will generally be restricted for specific purposes stipulated by the donors, 

primarily endowments for faculty support, scholarships, or general operating support of a particular 

department of the College. 

(5) Millsaps Development, Inc. 

Through its controlled affiliate, Development, the College is authorized by the Board of Trustees to 

commercially develop up to 40 acres of its north campus. The purpose of such development is to provide 

additional revenues to the College. 

In January 1993, Development leased substantially all of its buildings and improvements to a national hotel 

company under an operating lease, which currently extends through January 2017. The lease rental was 11% 

and 15.5% of gross annual guest room rentals, less certain adjustments for rebates and sales tax during fiscal 

years 2015 and 2014, respectively. The lease rental percentage increases to 40% in the event that certain 

revenue levels are achieved. There is a guaranteed minimum rental of $240,000 per year. During the years 

ended June 30, 2015 and 2014, contingent rental income related to this lease approximated $30,000 and 

$160,000, respectively. 

In June 1987, Development leased approximately 40,000 square feet of north campus property to Wendy’s 

Medical Center, Inc. On May 16, 2012, the lease was assigned to Wendelta, Inc. under the same terms. This 
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lease initially expired December 31, 2012 with the option to renew for one-year terms thereafter. The lease 

has been renewed through December 31, 2016. 

Gross rental income on the above leases amounted to $312,091 in fiscal 2015 and $441,619 in fiscal 2014. 

Approximate future minimum rental receipts under noncancelable leases for Development as of June 30, 

2015, are $240,000 for 2016 and $140,000 for 2017. 

Summary revenue and expense financial information of Development for the years ended June 30, 2015 and 

2014, derived from separately audited financial statements, follows: 

2015 2014

Revenues $ 485,691    610,619   
Operating expenses 395,006    386,750   

Net earnings $ 90,685    223,869   

 
(6) Bonds and Notes Payable 

Bonds and notes payable are summarized as follows at June 30, 2015 and 2014: 

2015 2014

College Project Revenue Note of 2008 $ 26,360,000    27,230,000   
3% Dormitory Bonds of 1981 224,000    252,000   
Fraternity house mortgage notes 1,473,745    896,307   
Line of credit 3,719,000    2,750,000   
Other notes payable 161,656    195,147   

$ 31,938,401    31,323,454   

 

On August 5, 2008, the College entered into a loan through the Mississippi Business Finance Corporation in 

the amount of $31,000,000. The purpose of the tax-exempt loan was to repay a previous bond issue, the 

College Project Bonds of 1998, and to provide financing for new residence halls, renovation of the Christian 

Center, and other deferred maintenance items. The stated interest rate on this loan is 119 basis points plus 

65% of the one-month LIBOR. The College has entered into a separate interest rate swap agreement that 

effectively fixes the interest rate at 4.47% (note 7). The note is collateralized by the unrestricted revenues of 

the College, excluding the revenues assessed upon the Greek fraternity organizations housed on the College’s 

campus that are used to pay debt service on the fraternity house mortgage notes listed above. The loan is 

being amortized over a twenty-five year period with a fifteen-year balloon payment of $17,830,000 due on 

October 5, 2023. Annual principal installments are due on an accelerated basis from October 5, 2009 through 

October 5, 2023. Interest is paid monthly. Also, the note includes covenants that require the College to 

maintain a certain debt coverage ratio and certain net assets in relation to debt outstanding. 

The 3% Dormitory Bonds of 1981 are general obligations of the College due serially through November 1, 

2021, and are secured by (1) a first mortgage on Becky Bacot Hall and site and (2) a first lien on and pledge 

of the net revenues derived from the operation of the dormitory. 



MILLSAPS COLLEGE 

Notes to Consolidated Financial Statements 

June 30, 2015 and 2014 

 18 (Continued) 

On January 8, 2014, the College entered into a borrowing agreement with a local bank. The College obtained 

a $1,000,000 line of credit to renovate a fraternity house which could be drawn over a 6-month period. At 

the conclusion of the 6 months, the outstanding balance was converted to a term loan with a maturity date of 

January 8, 2021. The fraternity house mortgage note bears interest at 4.33%, is amortized over a 20-year 

period, with a balloon payment due at maturity. The loan is unsecured. 

On March 17, 2015, the College entered into a borrowing agreement with a local bank. The College obtained 

a $1,007,500 line of credit to renovate a fraternity house which could be drawn over a 6-month period. At 

the conclusion of 6 months, the then-outstanding balance will be converted to a term loan with a maturity 

date of March 17, 2022. The fraternity house mortgage note bears interest at 4.33%, is amortized over a 20-

year period, with a balloon payment due at maturity. The loan is unsecured. Subsequent to year-end, the line 

of credit was converted to a term loan with interest and principal due monthly. 

On July 30, 2013, the College entered into a borrowing arrangement with a local bank. The College obtained 

a $7,000,000 line of credit for facility enhancements, which may be drawn over a two-year period. At the 

conclusion of two years, the then-outstanding balance will be converted to a term loan with a maturity date 

of July 15, 2020. The loan bears interest at 3.97%, will be amortized over a 15-year period, and will have a 

balloon payment due at maturity. The loan is collateralized by the pledge of certain endowment assets; the 

loan balance cannot exceed 85% of the value of the pledged securities. Other debt covenants require the 

College to maintain a certain debt coverage ratio and certain net assets in relation to debt outstanding. The 

College has drawn $3,719,000 and $2,750,000 against this line as of June 30, 2015 and 2014, respectively. 

Subsequent to year-end, the line of credit was converted to a term loan with interest and principal due 

monthly. 

At June 30, 2015, the $161,656 other notes payable balance is noninterest bearing, is due in multiple 

installments beginning July 2008, and is secured by student notes receivable. 

Interest expense approximated $1,389,000 and $1,305,000 for the years ended June 30, 2015 and 2014, 

respectively. 

At June 30, 2015, bonds and notes payable are due in the following principal amounts: 

Fiscal year:
2016 $ 1,321,559   
2017 1,222,188   
2018 1,279,218   
2019 1,340,989   
2020 1,390,714   
Thereafter 25,383,733   

$ 31,938,401   

 
(7) Interest Rate Swap Agreement 

On June 2, 2008, the College entered into an interest rate swap agreement to fix the interest rate on the 

August 2008 borrowing of $31,000,000 (note 6). The College is responsible for a payment of 4.47% on the 

notional amount of the loan while the counterparty is responsible for a payment of 65% of the one-month 

LIBOR plus 119 basis points. The maturity date of the swap is October 5, 2023, which coincides with the 
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maturity date of the loan agreement. The original notional amount was $31,000,000 and as of June 30, 2015 

and 2014, the notional amount was $26,360,000 and $27,230,000, respectively. Fair value is estimated based 

on pricing models that utilize significant observable inputs such as relevant interest rates that reflect 

assumptions market participants would use in pricing the instruments. These inputs fall within Level 2 of the 

fair value hierarchy. As of June 30, 2015 and 2014, the fair value of this financial instrument was recorded 

in other liabilities in the accompanying consolidated statements of financial position in the amount of 

$3,464,180 and $3,608,538, respectively. Changes in fair value are presented as a separate line item in the 

accompanying consolidated statements of activities. The College does not apply hedge accounting with 

respect to this derivative. 

(8) Employee Benefit Plans 

The College has defined contribution retirement plans for the benefit of its faculty and staff. The plans, which 

are administered by Teachers Insurance and Annuity Association of America and College Retirement 

Equities Fund, provide for individual contracts with various combinations of retirement and death benefits 

selected by each employee. Contributions to the plans equal 5% of salaries. Expenses for the cost of the plans 

were approximately $561,000 and $576,000 for the years ended June 30, 2015 and 2014, respectively. 

The College sponsors a group medical insurance plan for its faculty and staff, which is administered by a 

third-party administrator. The College self-funds the plan’s medical claims and obtained stop-loss insurance 

coverage (which limits its liability to $40,000 per insured) as well as aggregate stop-loss coverage, which is 

determined by a formula based upon the number of employees and dependents. Losses between $40,000 and 

$225,000 are shared through a risk pool in which the College participates. The costs of the plan were 

approximately $1,787,000 and $1,249,000 for the years ended June 30, 2015 and 2014, respectively. 

(9) Net Assets 

Substantially all of the College’s net assets classified as unrestricted are designated for specific purposes or 

uses under various internal operating and administrative arrangements of the College. Unrestricted net assets 

were $29,458,602 and $36,089,358 at June 30, 2015 and 2014, respectively. 

Temporarily restricted net assets consist of the following at June 30, 2015 and 2014: 

2015 2014

Appreciation of donor-restricted endowment funds (note 10) $ 11,357,911    14,912,496   
Instruction, departmental support, and scholarships 15,233,113    15,874,469   
Future facilities expansion 4,760,001    4,256,368   

$ 31,351,025    35,043,333   

 
Appreciation of donor-restricted endowment funds is primarily available for student financial aid, faculty 

and staff support, and general college support. 
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Permanently restricted net assets consist of the following at June 30, 2015 and 2014: 

2015 2014

Donor-restricted endowment funds (note 10) $ 59,224,668    57,851,994   
Contributions receivable, net 292,821    599,058   
Perpetual trusts 10,308,630    10,401,076   
Donor-restricted student loan funds 659,826    634,717   

$ 70,485,945    69,486,845   

 

Income earned on permanently restricted net assets is primarily available for student financial aid, faculty 

and staff support, and general college support. 

(10) Endowments 

GAAP provides guidance about the net asset classification of donor restricted endowment funds for a 

not-for-profit organization that is subject to an enacted version of the Uniform Prudent Management of 

Institutional Funds Act (UPMIFA). 

UPMIFA allows the College to appropriate for expenditure or accumulate so much of an endowment fund 

as the College determines is prudent for the uses, benefits, purposes, and duration for which the endowment 

fund is established, subject to the intent of the donor as expressed in the gift instrument. The College 

classifies as permanently restricted net assets (a) the original value of gifts donated to the permanent 

endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c) accumulations 

to the permanent endowment made in accordance with the direction of the applicable donor gift instrument 

at the time the accumulation is added to the fund. The remaining portion of the donor restricted endowment 

fund that is not classified in permanently restricted net assets is classified as temporarily restricted net assets 

until those amounts are appropriated for expenditure by the College in a manner consistent with the standard 

of prudence prescribed by UPMIFA. The College allows spending from endowment funds based on the 

current spending policy. In accordance with UPMIFA, the College considers the following factors in making 

its determination to appropriate or accumulate endowment funds: 

 The duration and preservation of the fund 

 The purposes of the College and the donor restricted endowment fund 

 General economic conditions 

 The possible effect of inflation and deflation 

 The expected total return from income and appreciation of investments 

 Other resources of the College 

 The investment policies of the College 

The primary objective of the College’s investment policy is to provide for long-term real growth of capital 

without undue exposure to risk. A secondary focus is placed on income generation to assist in providing 

endowment distributions. 
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The endowment spending distribution in a fiscal year shall be in the range of four to eight percent times the 

previous twelve-quarter moving average of the endowments’ fair value. The endowment spending rate 

equaled 8.0% in both 2015 and 2014. In 2013, the College received an unusually large return on a single 

investment and as a result its Board-designated endowment grew by more than 75% with associated net 

assets growing from $17.6 million in 2012 to $31.1 million in 2013. As a result, the Board made the decision 

to invest approximately $3,245,000 into College operations for the year ended June 30, 2015. No such 

additional distributions were made in 2014. 

The long-term performance objective of endowment investments is to achieve an annualized total return (net 

of fees and expenses), through appreciation and income, equal to or greater than the rate of inflation (as 

measured by the broad, domestic Consumer Price Index (CPI)) plus any spending and administrative 

expenses thus, at a minimum, maintaining the purchasing power of the endowment. The assets are to be 

managed in a manner that will meet the primary investment objective, while at the same time attempting to 

limit the impact of volatility in year-to-year spending. 

The primary benchmark index utilized by the College to evaluate investment performance is CPI + 6%. The 

secondary benchmark is comprised of each asset class index weighted by its target allocation. It is expected 

that the portfolio will outperform its benchmarks over a full market cycle (generally defined as a three- to 

five-year period). 

The net asset composition of the College’s endowment funds as of June 30, 2015 is as follows: 

Temporarily Permanently
Unrestricted restricted restricted Total

Donor-restricted endowment
funds $ (2,169,559)   11,357,911    59,224,668    68,413,020   

Board-designated endowment
funds 27,202,289    —    —    27,202,289   

Perpetual trusts —    —    10,308,630    10,308,630   

$ 25,032,730    11,357,911    69,533,298    105,923,939   

 

The net asset composition of the College’s endowment funds as of June 30, 2014 is as follows: 

Temporarily Permanently
Unrestricted restricted restricted Total

Donor-restricted endowment
funds $ (1,411,049)   14,912,496    57,851,994    71,353,441   

Board-designated endowment
funds 32,848,997    —    —    32,848,997   

Perpetual trusts —    —    10,401,076    10,401,076   

$ 31,437,948    14,912,496    68,253,070    114,603,514   
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The changes in the College’s endowment funds for the fiscal years ended June 30, 2015 and 2014 are as 

follows: 

Temporarily Permanently
Unrestricted restricted restricted Total

Endowment funds, June 30, 2013 $ 28,186,758    9,645,178    65,160,494    102,992,430   

Investment return:

Investment income 480,350    1,310,392    165,383    1,956,125   

Net appreciation (realized

and unrealized) 5,313,096    9,774,328    273,053    15,360,477   

Total investment

return 5,793,446    11,084,720    438,436    17,316,602   

Contributions —    —    1,695,119    1,695,119   

Appropriations (2,742,256)   (5,817,402)   —    (8,559,658)  

Other changes:

Board designated 200,000    —    —    200,000   

Change in value of perpetual

trusts —    —    959,021    959,021   

Endowment funds, June 30, 2014 31,437,948    14,912,496    68,253,070    114,603,514   

Investment return:

Investment income 489,283    1,463,034    78,338    2,030,655   

Net appreciation (realized

and unrealized) (1,265,843)   372,857    327,276    (565,710)  

Total investment

return (776,560)   1,835,891    405,614    1,464,945   

Contributions —    —    953,540    953,540   

Appropriations (6,087,170)   (5,390,476)   —    (11,477,646)  

Other changes:

Board designated 458,512    —    —    458,512   

Change in value of perpetual

trusts —    —    (78,926)   (78,926)  

Endowment funds, June 30, 2015 $ 25,032,730    11,357,911    69,533,298    105,923,939   

 

The fair values of certain donor-restricted endowments was less than their historical cost values (underwater) 

by $2,169,559 and $1,411,049 as of June 30, 2015 and June 30, 2014, respectively. These losses have been 

recorded as reductions in unrestricted net assets. Future gains will be used to restore this deficiency in 

unrestricted net assets before any net appreciation above the historical cost value of such funds increases 

temporarily restricted net assets. 
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(11) Litigation 

The College has pending legal claims incurred in the normal course of business that, in the opinion of 

management, are expected to be disposed of without material effect on the accompanying consolidated 

financial statements. 

(12) Net Assets Released from Restrictions 

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or 

by occurrence of other events specified by donors. Net assets released from restrictions consist of the 

following during the years ended June 30, 2015 and 2014: 

2015 2014

Instruction $ 3,144,250    3,465,531   
Academic support 38,169    161,073   
Student services 318,993    457,466   
Institutional support 559,303    623,984   
Scholarships 4,698,101    4,271,878   
Auxiliary enterprises 209,888    654,853   

$ 8,968,704    9,634,785   

 
(13) Subsequent Events 

The College evaluated subsequent events after June 30, 2015 through November 10, 2015, which was the 

date the consolidated financial statements were issued, determining there are no other items to disclose other 

than those disclosed in notes 2 and 6. 
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