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Independent Auditors’ Report 

The Board of Trustees 
Loyola University Maryland, Inc.: 

We have audited the accompanying balance sheets of Loyola University Maryland, Inc. (the University) as 
of May 31, 2012 and 2011, and the related statements of activities and cash flows for the years then ended. 
These financial statements are the responsibility of the University’s management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes consideration of 
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the University’s 
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Loyola University Maryland, Inc. as of May 31, 2012 and 2011, and the changes in its 
net assets and its cash flows for the years then ended, in conformity with U.S. generally accepted 
accounting principles. 

October 10, 2012 

 

 
 

KPMG LLP, is a Delaware limited liability partnership, 
the U.S. member firm of KPMG International Cooperative 





LOYOLA UNIVERSITY MARYLAND, INC.

Statements of Activities

Year ended May 31, 2012
(with comparative totals for 2011)

(Dollars in thousands)

Temporarily Permanently Totals
Unrestricted restricted restricted 2012 2011

Operating revenues:
Tuition and fees (net of tuition discounts of

$55,226 in 2012 and $51,025 in 2011) $ 127,045   —    —    127,045   119,734   
Contributions 3,349   1,747   —    5,096   3,716   
Government grants and contracts 7,424   —    —    7,424   8,692   
Sales and services of auxiliary enterprises 34,854   —    —    34,854   34,424   
Other sources 3,836   —    —    3,836   4,167   
Investment income 25   —    —    25   438   
Endowment income designated for current

operations 5,005   1,898   —    6,903   6,392   
Net assets released from restrictions 1,472   (1,472)  —    —    —    

Total revenues 183,010   2,173   —    185,183   177,563   

Operating expenses:
Instruction 58,420   —    —    58,420   59,894   
Research 1,377   —    —    1,377   1,538   
Public service 2,137   —    —    2,137   2,095   
Academic support 9,390   —    —    9,390   9,658   
Institutional support 40,098   —    —    40,098   39,316   
Student services 31,581   —    —    31,581   30,258   
Fundraising 4,479   —    —    4,479   4,427   
Library 3,018   —    —    3,018   2,942   
Auxiliary enterprises 24,709   —    —    24,709   25,194   

Total expenses 175,209   —    —    175,209   175,322   

Change in net assets from
operating activities 7,801   2,173   —    9,974   2,241   

Nonoperating activities:
Contributions —    174   5,919   6,093   4,535   
Investment return, net of endowment spending (9,765)  (5,202)  (39)  (15,006)  18,214   
Change in value of split interest agreements 196   (62)  (378)  (244)  1,573   
Change in fair value of swap (3,099)  —    —    (3,099)  (368)  
Net assets released from restrictions 1,673   (1,673)  —    —    —    

Change in net assets from
nonoperating activities (10,995)  (6,763)  5,502   (12,256)  23,954   

Change in net assets (3,194)  (4,590)  5,502   (2,282)  26,195   

Net assets at beginning of year 264,521   28,260   55,494   348,275   322,080   
Net assets at end of year $ 261,327   23,670   60,996   345,993   348,275   

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

Statement of Activities

Year ended May 31, 2011

(Dollars in thousands)

Temporarily Permanently
Unrestricted restricted restricted 2011

Operating revenues:
Tuition and fees (net of tuition discount of

$51,025 in 2011) $ 119,734   —    —    119,734   



LOYOLA UNIVERSITY MARYLAND, INC.

Statements of Cash Flows

Years ended May 31, 2012 and 2011

(Dollars in thousands)

2012 2011

Cash flows from operating activities:
Change in net assets $ (2,282)  26,195   
Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Depreciation and amortization 10,447   10,858   
Loss on sale of assets 3   127   
Contributions restricted for long-term investment (5,919)  (3,464)  
Net realized and unrealized losses (gains) on investments 11,968   (23,642)  
Change in fair value of interest rate swap 3,099   368   
Change in assets and liabilities:

Student tuition receivables, net (89)  (324)  
Prepaid expenses and other assets 1,616   (769)  
Contributions receivable, net 606   498   
Interest in perpetual trust 432   (1,466)  
Accounts payable and accrued liabilities 1,818   295   
Deferred tuition and refundable advances 43   (855)  
Other liabilities (208)  342   
U.S. government grants refundable 15   6   

Net cash provided by operating activities 21,549   8,169   

Cash flows from investing activities:
Purchase of land, buildings, and equipment (8,709)  (11,214)  
Sales of investments 15,116   37,232   
Purchase of investments (18,684)  (32,514)  
Change in deposits with bond trustees 169   (56)  
Issuance of student loans (2,000)  (1,279)  
Proceeds from payments on student loans receivable 708   416   
Proceeds from repayment of notes receivable 533   1,068   

Net cash used in investing activities (12,867)  (6,347)  

Cash flows from financing activities:
Proceeds from contributions restricted for long-term investment 5,919   3,464   
Payments for issuance costs (61)  —    
Payments on bonds and notes payable (3,030)  (2,930)  
Cash received from issuance of annuities 30   124   
Payments under annuities (163)  (186)  

Net cash provided by financing activities 2,695   472   

Net increase in cash and cash equivalents 11,377   2,294   

Cash and cash equivalents at beginning of year 23,440   21,146   
Cash and cash equivalents at end of year $ 34,817   23,440   

Supplemental cash flow information:
Cash paid during the year for interest $ 6,852   6,737   

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

Notes to Financial Statements 

May 31, 2012 and 2011 
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(1) Nature of Operations and Summary of Significant Accounting Policies 

(a) Nature of Operations 

Loyola University Maryland, Inc. (the University



LOYOLA UNIVERSITY MARYLAND, INC. 

Notes to Financial Statements 

May 31, 2012 and 2011 

 7 (Continued) 

(c) Cash and Cash Equivalents 

The University considers all highly liquid investments with a maturity of three months or less when 
purchased to be cash equivalents. 

(d) Contributions 

Contributions, including unconditional promises to give, are recognized as revenues in the 
appropriate category of net assets 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 the gift. Contributions to be 
received after one year are discounted using an appropriate rate for the expected period of collection. 
Amortization of the discount is recorded as additional contribution revenue. Allowance is made for 
estimated uncollectible contributions based on management’s judgment and analysis of the 
creditworthiness of the donors, past collection experience, and other relevant factors. 

(e) Investments 

Investments are stated at their estimated fair values, which are generally determined based on quoted 
market prices. The carrying value of certain alternative equity and fixed income investments held 
through limited partnerships and hedge funds is recorded at net asset value as provided by the fund 
managers or the general partners, unless the University plans to sell an investment in the near term at 
a value other than the net asset value as provided by the fund manager or the general partners. These 
estimated values, which are evaluated for reasonableness by the University, may differ from the 
values that would have been used had a ready market existed and the differences could be 
significant. 

(f) Deposits with Bond Trustees 

Deposits with bond trustees consist of a debt service sinking fund. This fund is invested primarily in 
short-term, highly liquid securities and will be used for payment of debt service. 

(g) Land, Buildings, and Equipment 

Land, buildings, and equipment are stated at cost, if purchased, or at estimated fair value at date of 
gift, if donated. Generally, the costs of maintenance and repairs are charged to expense when 
incurred, while major acquisitions, additions, renewals, and betterments are capitalized. Depreciation 
of buildings and equipment is computed using the straight-line method over the estimated useful 
lives of the related assets. 

The following estimated useful lives are used in calculating depreciation: 

Estimated
useful life

Buildings 50 years
Equipment, furniture, fixtures,

software, and other 5 – 7 years
 



LOYOLA UNIVERSITY MARYLAND, INC. 

Notes to Financial Statements 

May 31, 2012 and 2011 
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(h) Interest in Perpetual Trust 

Interest in perpetual trust represents resources neither in the possession nor under the control of the 
University, but held and administered by an outside fiscal agent, with the University deriving income 
from such funds as beneficiary. The amount recorded on the Balance Sheets represents 21% of the 
entire portfolio of underlying assets of the trust. 

(i) Tuition and Fees 

Tuition and fees are recorded as revenues during the year the related academic services are rendered. 
Student tuition and fees received in advance of services to be rendered are recorded as deferred 
revenue. Student aid provided by the University for tuition and fees is reported as a reduction of such 
revenue. Student aid does not include payments made to students for services rendered to the 
University. 

(j) Valuation of Long-Lived Assets 

Long-lived assets and certain identifiable intangibles to be held and used by an entity are required to 
be reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount of an asset may not be recoverable. Also, in general, any long-lived assets and certain 
identifiable intangibles to be disposed of are reported at the lower of carrying amount or fair value 
less cost to sell. The University periodically evaluates the recoverability of its long-lived assets 
including real estate and improvements and deferred costs, using objective methodologies. Such 
methodologies include evaluations based on cash flows generated by the underlying assets or other 
determinants of fair value. None of the University’s long-lived assets were considered to be impaired 
as of May 31, 2012 and 2011. 

(k) U.S. Government Grants Refundable 

Funds provided by the United States government under the Federal Perkins Loan Program are loaned 
to qualified students and may be reloaned after collection. Such funds are ultimately refundable to 
the government. 

(l) Fund-Raising Expenses 

Direct fund-raising expenses for the years ended May 31, 2012 and 2011 were $4,242,000 and 
$4,133,000, respectively. 

(m) Income Tax Status 

The University is qualified as a not-for-profit organization under Section 501(c)(3) of the Internal 
Revenue Code, as amended. Accordingly, the University is not subject to income taxes except to the 
extent it has taxable income from activities that are not related to its exempt purpose. No provision 
for income taxes was required for fiscal 2012 or 2011. 

Accounting principles generally accepted in the United States of America require management to 
evaluate tax positions taken by the University and recognize a tax liability (or asset) if the University 
has taken an uncertain tax position that more likely than not would not be sustained upon 
examination by the IRS. Management has analyzed the tax positions taken by the University, and has 
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(2) Contributions Receivable 

Contributions receivable, net, are summarized as follows as of May 31, 2012 and 2011 (in thousands): 

2012 2011

Due within one year $ 1,399   2,247   
One to five years 1,453   1,330   
More than five years 808   956   

3,660   4,533   

Less:
Discount (interest rates ranging from 3.0% to 1.6%) (175)  (386)  
Allowance for doubtful accounts (502)  (558)  

$ 2,983   3,589   
 

As of May 31, 2012, the University had bequest intentions and conditional promises to give aggregating 
$17.3 million, which have not been recognized as assets or revenues. If received, these gifts will generally 
be restricted for financial aid, general operations, buildings and equipment, and instruction and research as 
stipulated by the donors. 

(3) Fair Value Measurement 

The fair value of the University’s financial instruments is determined based on the amount 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 assuming the transaction occurs in the entity’s principal (or most advantageous) 
market. Those fair value measurements maximize the use of observable inputs. 

The following methods and assumptions were used to estimate the fair value of each class of financial 
instruments: 

Contributions receivable: The fair value is determined as the present value of future cash receipts 
discounted at an interest rate that reflects the risks inherent in those cash flows. See notes 2 and 1(c). 

Interest in perpetual trust



LOYOLA UNIVERSITY MARYLAND, INC. 

Notes to Financial Statements 

May 31, 2012 and 2011 
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Deposits with bond trustee: the fair value is determined using quoted market prices at the reporting 
date multiplied by the quantity held. 

Interest rate swaps: The fair value of interest rate swaps is determined using pricing models 
developed based on the LIBOR swap rate and other observable market data. The value is adjusted to 
reflect nonperformance risk of either the counterparty or the University. 

Bonds payable: The fair value of the University’s long-term debt is determined by discounting the 
future cash flows of each instrument at rates that reflect, among other things, market interest rates 
and the University’s credit standing. In determining an appropriate spread to reflect its credit 
standing, the University considers interest rates currently offered to the University for similar debt 
instruments of comparable maturities by the University’s bankers as well as other banks that 
regularly compete to provide financing to the University. The carrying value of the University’s 
variable rate debt approximates fair value. The fair value of the University’s fixed rate debt was 
$98.9 million at May 31, 2012. 

The three levels of the fair value hierarchy are as follows: 

Level 1: Quoted prices in active markets for identical assets or liabilities. 

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; 
quoted prices in markets that are not active; or other inputs that are observable or can be 
corroborated by observable market data for substantially the full term of the assets or liabilities. 

Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to 
the fair value of the asset or liabilities. 
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Notes to Financial Statements 

May 31, 2012 and 2011 
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The following table presents assets and liabilities that are measured at fair value on a recurring basis as of 
May 31, 2011 (in thousands): 

Level 1 Level 2 Level 3 Total

Financial assets:
Investments:

Cash and money funds $ 3,504  —  —  3,504  

Fixed income funds:
Core Bond Total Return

Strategy 11,206  —  —  11,206  
Global Government Bonds 3,994  —  —  3,994  
Diversified Fixed Income

Portfolio 8,153  —  —  8,153  
U.S. Mortgage-Backed

Securities 4,032  —  —  4,032  
Other fixed income fund 562  —  —  562  

Total fixed income funds 27,947  —  —  27,947  

Equity funds:
Domestic 37,153  —  —  37,153  
International Developed 12,415  —  —  12,415  
International Emerging Markets 10,451  —  —  10,451  
Inflation Funds —  4,707  —  4,707  
Commodity related securities 2,563  —  —  2,563  
Common stock 166  —  —  166  

Total equity funds 62,748  4,707  —  67,455  

Common collective trust funds —  3,775  —  3,775  

Hedge funds:
Hedge Equity Fund of Funds —  —  38,757  38,757  
Absolute Return Fund of Funds —  —  10,008  10,008  

Total hedge funds —  —  48,765  48,765  

Private equity:
Multi-Strategy Fund of Funds $ —  —  7,272  7,272  
Direct Private Debt and Equity —  —  490  490  
Real estate investments —  —  506  506  

Total private equity $ —  —  8,268  8,268  

Other —  —  1,273  1,273  
Deposits with bond trustee —  1,002  —  1,002  
Interest in perpetual trust —  —  10,236  10,236  

Total financial assets $ 94,199  9,484  68,542  172,225  

Financial liabilities:
Interest rate swap $ —  4,262  —  4,262  

 



LOYOLA UNIVERSITY MARYLAND, INC. 

Notes to Financial Statements 

May 31, 2012 and 2011 
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The following table presents a reconciliation for all Level 3 assets measured at fair value on a recurring 
basis for the year ended May 31, 2012 (in thousands): 

Interest in
Hedge Private perpetual
funds equity Other trust Total

Beginning balance, June 1, 2011 $ 48,765  8,268  1,273  10,236  68,542  
Total gains and loses included in

changes in net assets:
Dividend and interest income 24  18  —  —  42  
Net realized and unrealized

gains (113) (33) (83) (432) (661) 
Purchases and issuances —  3,507  —  —  3,507  
Sales and settlements (10,844) (682) —  —  (11,526) 

Ending balance, May 31, 2012 $ 37,832  11,078  1,190  9,804  59,904  

 

The following table presents a reconciliation for all Level 3 assets measured at fair value on a recurring 
basis for the year ended May 31, 2011 (in thousands): 

Interest in
Hedge Private perpetual
funds equity Other trust Total

Beginning balance, June 1, 2010 $ 53,194  6,938  1,273  8,770  70,175  
Total gains and loses included in

changes in net assets:
Dividend and interest income —  —  —  —  —  
Net realized and unrealized

gains 5,601  592  —  1,466  7,659  
Purchases and issuances —  1,966  —  —  1,966  
Sales and settlements (10,030) (1,228) —  —  (11,258) 

Ending balance, May 31, 2011 $ 48,765  8,268  1,273  10,236  68,542  

 

The University did not transfer any assets between levels during fiscal year 2012. 

(4) Investments 

Investments are professionally managed by outside investment organizations subject to direction and 
oversight by a committee of the Board of Trustees. The Board of Trustees has established investment 
policies and guidelines, which cover asset allocation and performance objectives and impose various 
restrictions and limitations on the managers. These restrictions and limitations are specific to each asset 
classification and cover concentrations of market risk (at both the individual issuer and industry group 
levels), credit quality of fixed income and short-term investments, and various other matters. 

Investments are exposed to certain risks, such as interest rate, credit, and overall market volatility. Due to 
the level of risk associated with certain investment securities, changes in the value of investment securities 
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could occur in the near term, and these changes could materially affect the amounts reported in the 
accompanying financial statements. 

Investment return is summarized as follows (in thousands) for the years ended May 31, 2012 and 2011: 

2012 2011

Income from interest and dividends $ 4,330   1,780   
Net realized and unrealized gain (loss) on investments (11,968)  23,642   
Investment fees (440)  (378)  

Total investment return $ (8,078)  25,044   
 

Investment return is included in the statements of activities as follows for the years ended May 31, 2012 
and 2011: 

2012 2011

Operating $ 6,928   6,830   
Nonoperating (15,006)  18,214   

$ (8,078)  25,044   
 

The table below summarizes investments for which net asset value has been used to determine fair value 
and for which there is no readily determinable fair value, as well as certain attributes related to such 
investments as of May 31, 2012: 

Redemption
Remaining frequency Redemption

average life of Unfunded (if currently notice
Investment Fair value the funds commitments eligible) period

Common collective trust funds $ 3,088  N/A $ —  Monthly 10-30 days
Hedge funds:

Long and short (a) 34,953  N/A —  Various 30  – 105 days
Absolute return (b) 6,673  N/A —  As Available N/A

Private equity 7 months
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Notes to Financial Statements 

May 31, 2012 and 2011 
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(c) This category includes investments in private equity funds that invest in diversified growth 
companies through various industries that mainly operate within the U.S., with the average 
remaining life of the funds varying from 7 months, 15 months, 7 years, and 10 years. 

The table below summarizes investments for which net asset value has been used to determine fair value 
and for which there is no readily determinable fair value, as well as certain attributes related to such 
investments as of May 31, 2011: 

Redemption
Remaining frequency Redemption

average life of Unfunded (if currently notice
Investment Fair value the funds commitments eligible) period

Common collective trust funds $ 3,775  N/A $ —  Monthly 30 Days
Hedge funds:

Long and short (a) 38,757  N/A —  Various 100  – 105 Days
Absolute return (b) 10,008  N/A —  Various Various

Private equity 7 months to
diversified (c) 8,268  10 years 5,975  Not permitted N/A

$ 60,808  $ 5,975  

 

(a) This category includes investments in hedge funds and other funds of funds that invest in a variety of 
long and short funds where the underlying investments are primarily marketable securities. The 
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(6) Bonds Payable and Other Debt Matters 
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(c) Subsequent Financing 

On June 7, 2012, MHHEFA issued a tax-exempt bond with a par value of $49,250,000 
(Series 2012A Revenue Bonds) on behalf of the University. Approximately $33,748,000 of these 
proceeds were used to retire the Series 199
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(8) Temporarily Restricted Net Assets 

Temporarily restricted net assets as of May 31, 2012 and 2011 are restricted for the following purposes (in 
thousands): 

2012 2011

General operations (purpose restricted) $ 6,501   4,981   
Buildings and equipment 274   301   
Cumulative gains on permanent endowment funds 15,095   20,297   
Other, passage of time 1,800   2,681   

Total $ 23,670   28,260   
 

(9) Permanently Restricted Net Assets 

Permanently restricted net assets as of May 31, 2012 and 2011 are restricted to investment in perpetuity, 
the income from which is expendable to support operations as follows (in thousands): 

2012 2011

Financial aid $ 34,526   33,165   
Instruction and research 24,981   21,626   
General operations 1,489   703   

Total $ 60,996   55,494   
 

(10) Endowment 
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Changes in endowment net assets for the year ended May 31, 2012 are as follows (in thousands): 

Temporarily Permanently
Unrestricted restricted restricted Total

Endowment net assets, June 1,
2011 $ 101,053  20,297  44,581  165,931  

Investment return (5,386) (2,670) —
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results that exceed the price and yield results of




