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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Hamline University of Minnesota as of June 30, 2020 and 2019, and the changes in 
its net assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
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2020 2019

ASSETS

Cash and Cash Equivalents 5,006,384$      1,990,019$      
Restricted Cash 2,642,906        2,675,555        
Accounts Receivable (Net) 6,876,939        5,641,793        
Prepaid Expenses and Other Assets 5,950,487        4,628,335        
Contributions Receivable 7,494,607        10,674,562      
Student Loans Receivable (Net) 3,571,299        4,503,808        
Investments 100,847,785    97,788,428      
Property, Plant, and Equipment (Net) 88,014,387      90,899,311      
Construction in Progress 71,294             85,442             
Beneficial Interest in Trusts 2,318,481        1,508,036        

Total Assets 222,794,569$  220,395,289$  

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts Payable and Accrued Expenses 4,770,032$      5,851,769$      
Deposits and Deferred Revenue 2,528,069        2,467,403        
Annuities and Unitrusts Payable 824,034           1,197,639        
Perkins Loans Refundable to Government 3,693,744        5,247,141        
Long-Term Debt 45,481,848      47,540,904      

Total Liabilities 57,297,727      62,304,856      

NET ASSETS
Without Donor Restrictions 62,521,887      61,111,351      
With Donor Restrictions 102,974,955    96,979,082      

Total Net Assets 165,496,842    158,090,433    

Total Liabilities and Net Assets 222,794,569$  220,395,289$  
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2020

Without Donor With Donor
Restrictions Restrictions Total

Operating Activities
REVENUE

Tuition and Fees, Net of Discount of $42,881,051
  in 2020 and $41,500,616 in 2019 55,533,046$       -$                       55,533,046$       

Government Grants 5,134,106          -                         5,134,106          
Contributions 5,572,853          6,959,284          12,532,137        
Investment Income, Net 312,374             (209,198)            103,176             
Sale and Services of Educational Activities 799,621             555                    800,176             
Other Sources 1,881,481          89,580               1,971,061          
Auxiliary Enterprises 7,118,646          83                      7,118,729          

Subtotal Revenue 20,819,081        6,840,304          27,659,385        

Appropriation of Endowment Assets for Expenditure 765,077             3,367,620          4,132,697          
Net Assets Released from Restrictions 5,159,873          (5,159,873)         -                         

Total Operating Revenue and Other Additions 82,277,077        5,048,051          87,325,128        

EXPENSES
Instruction 23,639,011        -                         23,639,011        
Academic Support 10,333,565        -                         10,333,565        
Research 82,267               -                         82,267               
Public Service 2,558,669          -                         2,558,669          
Student Services 15,741,372        -                         15,741,372        
Institutional Support 16,390,354        -                         16,390,354        
Auxiliary Enterprises 11,803,054        -                         11,803,054        

Total Expenses 80,548,292        -                         80,548,292        

CHANGE IN NET ASSETS FROM OPERATING ACTIVITIES 1,728,785          5,048,051          6,776,836          

Nonoperating Activities
Contributions 45,189               926,138             971,327             
Net Investment Return 3,983,144          (932,191)            3,050,953          
Appropriation of Endowment Assets for Expenditure (4,132,697)         -                         (4,132,697)         
Change in Value of Split-Interest Agreements -                         1,057,031          1,057,031          
Reclassification of Net Assets 103,156             (103,156)            -                         
Board Designated Unrestricted Spending (317,041)            -                         (317,041)            

Total Nonoperating Activities (318,249)            947,822             629,573             

CHANGE IN NET ASSETS 1,410,536          5,995,873          7,406,409          

Net Assets - Beginning of Year 61,111,351        96,979,082        158,090,433       

NET ASSETS - END OF YEAR 62,521,887$       102,974,955$     165,496,842$     
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2019

Without Donor With Donor
Restrictions Restrictions Total

55,867,599$       -$                       55,867,599$       

2,673,461          -                         2,673,461          
10,853,085        1,411,215          12,264,300        

392,799             258,573             651,372             
758,195             9,135                 767,330             

4,593,566          200,902             4,794,468          
8,525,059          1,785                 8,526,844          

27,796,165        1,881,610          29,677,775        

757,670             3,282,542          4,040,212          
4,249,495          (4,249,495)         -                         

88,670,929        914,657             89,585,586        

24,181,255        -                         24,181,255        
9,873,164          -                         9,873,164          

94,723               -                         94,723               
3,522,055          -                         3,522,055          

13,654,990        -                         13,654,990        
15,916,002        -                         15,916,002        
12,612,909        -                         12,612,909        

79,855,098        -                         79,855,098        

8,815,831          914,657             9,730,488          

68,724               2,422,993          2,491,717          
3,997,059          (199,681)            3,797,378          

(4,040,212)         -                         (4,040,212)         
-                         114,637             114,637             

37,946               (37,946)              -                         
(211,140)            -                         (211,140)            

(147,623)            2,300,003          2,152,380          

8,668,208          3,214,660          11,882,868        

52,443,143        93,764,422        146,207,565       

61,111,351$       96,979,082$       158,090,433$     
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2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets 7,406,409$         11,882,868$       
Adjustments to Reconcile Change in Net Assets to
  Net Cash Provided by Operating Activities:

Depreciation 5,833,410           5,992,558           
Prepaid Cloud-Based Software Amortization 635,411              287,434              
Net Realized and Unrealized Gain on Investments (2,761,391)          (2,378,099)          
Contributions Restricted for Long-Term Investment (1,038,267)          (2,510,039)          
Adjustment of Actuarial Liability for Annuities Payable (227,422)             198,426              
Change in Value of Beneficial Interest in Trusts (810,445)             119,532              
(Increase) Decrease in Assets:

Accounts Receivable (1,235,146)          (769,711)             
Prepaid Expenses and Other Assets (1,286,415)          (616,251)             
Contributions Receivable 3,219,955           (9,548,492)          
Student Loans Receivable 932,509              1,125,792           

Increase (Decrease) in Liabilities:
Accounts Payable and Accrued Expenses (1,081,737)          (679,306)             
Deposits and Deferred Revenue 60,666                (217,389)             

Net Cash Provided by Operating Activities 9,647,537           2,887,323           

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of Property, Plant, and Equipment (3,569,749)          (3,271,926)          
Purchases of Investments (13,807,413)        (20,544,843)        
Proceeds from Sale of Investments 13,509,447         20,234,151         

Net Cash Used by Investing Activities (3,867,715)          (3,582,618)          

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Contributions Restricted for Long-Term Investment 998,267              2,510,039           
Grants Refundable to Government (1,553,397)          155,148              
Payments on Long-Term Debt (2,094,793)          (1,913,793)          
Payments on Annuities Payable (146,183)             (215,064)             

Net Cash Provided (Used) by Financing Activities (2,796,106)          536,330              

NET INCREASE (DECREASE) IN CASH AND RESTRICTED CASH 2,983,716           (158,965)             

Cash and Cash Equivalents and Restricted Cash - Beginning of Year 4,665,574           4,824,539           

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH - END OF YEAR 7,649,290$         4,665,574



HAMLINE UNIVERSITY OF MINNESOTA 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 AND 2019 
 
 
 

(7) 

 
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

Hamline University (University) is a nationally ranked university serving nearly 
3,400 students in its three schools: College of Liberal Arts, School of Education, and 
School of Business.  
 
The University offers undergraduate, masters, doctorate, and professional degrees, as well 
as certificate and continuing studies programs. Founded in 1854, Hamline University was 
the first institution of higher learning in Minnesota.  
 
During the past 166 years, the University has established a national reputation for academic 
quality, as well as providing students with personal attention and exceptional experiences. It 
is one of only 286 Phi Beta Kappa institutions in the United States. In the Best Regional 
Universities category, U.S. News and World Report ranks Hamline one of the top-ranked 
Minnesota universities for the past 19 consecutive years. Forbes.com ranks Hamline 
University among the nation’s Best Colleges and Universities with success of the graduates 
and quality of education as the biggest factors in the rankings. 
 
Hamline is recognized as a diverse, learning-centered university that is rooted in a tradition 
of liberal education; dynamic, and actively inclusive; locally engaged and globally 
connected; and invested in the personal and professional growth of its employees and 
students. The University has a strong tradition of excellence in teaching, research, and 
scholarship. Among its longstanding values are commitments to rigorous academics; 
creation, dissemination, and practical application of knowledge; multicultural competencies; 
the development and education of the whole person; and an ethic of social justice and civic 
responsibility. 
 
Located in the vibrant Twin Cities of Saint Paul and Minneapolis, Minnesota, Hamline is 
affiliated with the United Methodist Church. Its main campus in St. Paul is known for its 
central location, historic buildings, and beautiful gardens.  
 
Basis of Presentation 

The accompanying financial statements of the University have been prepared on an accrual 
basis in accordance with accounting principles generally accepted in the United States of 
America. 
 
Net assets and revenue, expenses, gains, and losses are classified based on the existence 
or absence of donor-imposed restrictions. Net assets of the University and changes therein 
are classified as follows: 
 

Net Assets Without Donor Restriction – Net assets that are not subject to donor-imposed 
restrictions. Net assets may be designated for specific purposes by action of the board 
of trustees.  
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Accounts Receivable  

Receivables are stated at net realizable value. The University provides an allowance for bad 
debts using the allowance method, which is based on management’s judgment considering 
historical information. Accounts past due more than 90 days are individually analyzed for 
collectability. When all collection efforts have been exhausted and no payments have been 
received, accounts are individually written off against the related allowance. At June 30, 
2020 and 2019, the allowance was $1,164,781 and $816,046 respectively.  
 
Prepaid and Other Assets 

Prepaid expenses include payments made on cloud-based software projects that are 
amortized over the life of the contract once the project is complete. At June 30, 2020 and 
2019, the amortization is $635,411 and $287,434, respectively. Other expenses include 
inventories which are carried at the lower of cost or net realizable value using the first-in, 
first-out (FIFO) method. 
 
Contributions Receivable 

Promises to give that are expected to be collected within one year are recorded at their net 
realizable value. Promises that are expected to be collected in future years are recorded at 
the present value of the amounts expected to be collected. The discounts on those amounts 
are computed using an imputed interest rate (between the tax-free one-year treasury bill 
rate and the incremental borrowing rate) applicable to the year in which the pledge is 
received. Conditional promises are not included as revenue until such times as the 
conditions are substantially met. 
 
Investments 

The University invests in a variety of investment vehicles. In general, investments are 
exposed to various risks, such as interest rate, credit, and overall market volatility risk. Due 
to the level of risk associated with certain investments, it is reasonably possible that 
changes in the values of the investments will occur in the near term and that such changes 
could materially affect the amounts reported in the statements of financial position. 
Investments in debt securities and marketable securities are carried at fair value, based 
upon quoted market prices or values provided by external investment managers. Unrealized 
gains and losses are recognized in the period in which they occur.  
 
Property, Plant, and Equipment 

Property, plant, and equipment are stated at cost at the date of acquisition or at fair value at 
the date of donation, less accumulated depreciation. If donors stipulate how long the assets 
must be used, the contributions are recorded as with donor restriction support. In the 
absence of such stipulation, contributions of property and equipment are recorded as 
without donor restriction.  
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Property, Plant, and Equipment (Continued) 

Depreciation is computed monthly on the straight-line method over the estimated useful 
lives of the assets as follows: 
 
 Buildings 20 to 75 Years 
 Land Improvements 10 to 20 Years 
 Building Improvements 20 Years 
 Equipment 3 to 20 Years 
 Library Materials 15 Years 
 
Expenditures for new construction, major renewals and replacements, and equipment over 
$2,500 are capitalized. 
 
Collections 

The University’s collections, which were acquired through purchases and contributions since 
the University’s inception, are not recognized as assets on the balance sheet. Purchases of 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Asset Classification 

The University follows the provisions of 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue from Academic Programs 

For both the campus and online programs, tuition and fee revenue is recognized in the fiscal 
year in which the academic programs are delivered. Institutional scholarships awarded to 
students reduce the amount of revenue recognized. In addition, students who officially 
withdraw before the 10th day of the term will not be responsible for any tuition charges. After 
that date, the student receives a partial refund in accordance with the University’s refund 
policy. Refunds issued reduce the amount of revenue recognized. The University offers 
various fall, spring, winter, and summer sessions that vary in length based on program. 
Payments for services are due the first day of classes for each respective semester or term. 
 
The University also provides services, such as housing and food services. Revenue from 
these services is recognized in the fiscal year in which the goods and services are provided. 
Students that withdraw from the University before the 10th day of the term may receive a 
partial refund in accordance with the University’s refund policy. Refunds issued reduce the 
amount of revenue recognized. 
 
Deferred Revenue 

Deferred revenue represents payments received prior to the start of the academic term. The 
following table depicts activities for deferred revenue related to tuition, fees, and auxiliary 
services: 
 

Balance at 
June 30, 2019 Refunds Issued

Revenue 
Recognized 
included in 

June 30, 2020 
Balance

Cash Received 
in Advance of 
Performance

Balance at 
June 30, 2020

Deposits 315,337$        15,655$          2,445,862$     2,365,548$     250,678$        
Deferred Programs Revenue 256,056          -                      53,981            176,465          378,540          
Deferred Summer Revenue
  and Study Abroad Program 1,864,895       -                      2,908,994       2,942,950       1,898,851       
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Grants from Governmental Agencies (Continued) 

A portion of the University’s revenue is derived from cost reimbursable federal and state 
contracts and grants, which are conditioned upon certain performance requirements and/ or 
the incurrence of allowable qualifying expenses. Amounts received are recognized as 
revenue when the University has incurred expenditures in compliance with specific contract 
or grant provisions. The University received cost reimbursable grants of $1,986,803 that 
have not been recognized at June 20, 2020, because qualifying expenditures have not yet 
been incurred. 
 
Fair Value Measurement 

The University follows the provisions of Fair Value Measurements, which defines fair value 
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 and establishes a 
framework for measuring fair value. Fair Value Measurements established a three-level 
hierarchy for fair value measurements based upon the transparency of inputs to the 
valuation of the asset or liability as of the measurement date. Fair Value Measurements 
expanded disclosures about instruments measured at fair value. Fair Value Measurements 
applied to other accounting pronouncements that require or permit fair value measurements 
and, accordingly, Fair Value Measurements does not require any new fair value 
measurements. 
 
As noted above, Fair Value Measurements establishes a three-level valuation hierarchy for 
disclosure of fair value measurements. The valuation hierarchy is based upon the 
transparency of inputs to the valuation of an asset or liability as of the measurement date. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Advertising Expense 

Advertising expenses are expensed as incurred. Advertising expense for the years ended 
June 30, 2020 and 2019 was $708,939 and $1,305,474 respectively. 
 
Federal Income Taxes  

The Internal Revenue Service has determined that the University is exempt from federal 
income taxes under Section 501(c)(3) of the Internal Revenue Code. It is also exempt from 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Risks and Uncertainties 

During the fiscal year, the World Health Organization declared the spread of Coronavirus 
Disease (COVID-19) a worldwide pandemic. Subsequent to year-end, the COVID-19 
pandemic continues to have significant effects on global markets, supply chains, 
businesses, and communities. Specific to the University, COVID-19 may impact various 
parts of its 2021 operations and financial results, including, but not limited to, declines in 
enrollment, loss of auxiliary revenues, additional bad debts, costs for increased use of 
technology, or potential shortages of personnel. Management believes the University is 
taking appropriate actions to mitigate the negative impact. However, the full impact of 
COVID-19 is unknown and cannot be reasonably estimated as these events are still 
developing. 
 
Due to COVID-19, the Federal Government passed the Coronavirus Aid, Relief, and 
Economic Security (CARES) Act on March 27, 2020 which included funding for the Higher 
Education Emergency Relief Fund (HEERF). These funds were awarded to institutions of 
higher education in two equal allotments; institutional aid to provide support for pivoting 
instruction to online delivery or reimbursement of refunds, and a student portion to provide 
emergency financial aid grants to students. The University received an allocation of 
$1,285,114 in each category. As of June 30, 2020, the University had expended $491,021 
related to room and board refunds that are netted with Auxiliary Enterprises revenue on the 
Statement of Activities, as well as, the University had expended $1,070,230 related to 
emergency student grants that is included in Student Services expense on the Statement of 
Activities. Of the total amount spent of $1,561,251, $1,066,383 was drawn down and 
received by June 30, 2020, and $494,868 is included in Accounts Receivable on the 
Statement of Financial Position. The remaining funds of $1,008,976 have not yet been spent 
at June 30, 2020. 
 
 

NOTE 2 CONTRIBUTIONS RECEIVABLE 

For the year ended June 30, 2020 contributions receivable included one receivable from a 
matured bequest and one pledge receivable that together represented 69% of the 
receivable balance. For the year ended June 30, 2019, contributions receivable included 
one receivable from a matured bequest that represented 77% of the receivable balance. 
Contributions receivable are summarized as follows at June 30: 
 

2020 2019
Unconditional Promises Expected to be Collected in:

Less Than One Year 5,165,119$      9,069,152$       
One to Five Years 1,972,475        1,205,480         

More than Five Years 452,500           487,500            
Total Contributions 7,590,094        10,762,132       

Allowance -                       -                        
Discount (0.18% and 1.71% for
  2020 and 2019, Respectively) (95,487)            (87,570)             

Total Contributions, Net of Discount and Allowance 7,494,607$      10,674,562$     
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NOTE 5 FAIR VALUE MEASUREMENTS 

The University uses fair value measurements to record fair value adjustments to certain 
assets and liabilities and to determine fair value disclosures. For additional information on 
how the University values all other assets and liabilities refer to Note 1 – Summary of 
Significant Accounting Policies. 
 
Assets measured at fair value on a recurring basis as of June 30: 
 

June 30, 2020 Level 1 Level 2 Level 3 No Level Total

Investments:

327,215$         -$                   -$                   -$                     327,215$           

-                       -
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NOTE 5 FAIR VALUE MEASUREMENTS (CONTINUED)  

The totals do not include certain amounts as they are not measured on a recurring basis at 
fair value. The table below reconciles total University investments: 
 

2020 2019
Total Investments 100,847,785$     97,788,428$       
Investments Not Measured at Fair Value on a 
   Recurring Basis:
     Cash and Cash Equivalents (1,686,263)          (446,888)             
     Cash Surrender Value of Life Insurance Policies (34,031)               (33,396)               
             Total Investments Measured at Fair Value on a 
               Recurring Basis 99,127,491$       97,308,144$       

 
 
Level 3 Assets 

The following table provides summary of changes in fair value of the University’s Level 3 
financial assets for the year ended June 30, 2020: 
 
Balances as of July 1, 2019 1,508,036$      
Net Realized and Unrealized Losses on Investments (389,922)          
Investment Income -                       
Purchases of Investments 1,411,148        
Proceeds from Sales of Investments (210,781)          
Balances as of June 30, 2020 2,318,481$      

 
 
The following table provides summary of changes in fair value of the University’s Level 3 
financial assets for the year ended June 30, 2019: 
 
Balances as of July 1, 2018 1,627,568$      
Net Realized and Unrealized Gains on Investments 36,533             
Investment Income -                       
Purchases of Investments -                       
Proceeds from Sales of Investments (156,065)          
Balances as of June 30, 2019 1,508,036$      

 
 
The University values certain investment holdings at fair value using their net asset value 
and has the ability to redeem its investment with the investee at net asset value per share 
(or its etms at fair value using their net asset value 
and has the ability to redeem its investment with
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NOTE 5 FAIR VALUE MEASUREMENTS (CONTINUED) 

Net Asset Value (Continued) 

Real Estate Funds include mutual funds that primarily focus on investing in securities 
offered by public real estate companies. Redemption is not available and these investments 
are held for long-term purposes. 
 
 

NOTE 6 INVESTMENT INCOME 
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NOTE 9 LONG-TERM DEBT 

Long-term debt consisted of the following at June 30: 
 
Description 2020 2019

MHEFA Revenue Note, Series 2017B, bearing interest at
4.20%, interest is payable in varying installments beginning
April 1, 2018 to October 1, 2047 (Original amount of 
$34,650,000). The proceeds were used to fund the defeasance
on an advance basis the Series Seven K2 remaining principal
of $18,330,000 plus remaining interest and the Series Seven E
remaining principal of $11,335,000 plus remaining interest.  In
addition the proceeds were used for various capital projects.
The balance includes $3,750,412 of bond premium in 2020.
The balance includes $304,908 of bond issuance costs
in 2020. The bonds are secured by a reserve account
in the amount of $2,414,518 and $2,445,671 at June 30, 2020 
and 2019. 37,050,412$       37,937,205$       

MHEFA Revenue Note, Series 2017A, bearing interest at
2.41%, interest is payable monthly beginning August 1,
2017 to October 1, 2026 (Original amount of $6,726,000).
The proceeds were used for prepaying the Series Seven L
note ($4,000,000) plus one months accrued interest. In
addition to the proceeds were used to fund the defeasance on
an advance basis the Series Seven K1 remaining principal
of $2,755,000 plus remaining interest. The balance includes
$82,910 of bond issuance costs and a defeased loss of
$55,515 that will be amortized over the remaining life of the
defeased Series Seven K1. The remainder of the transaction
proceeds was $3,853 and reported in the balance sheet as
restricted cash. 5,356,000           6,049,000           

MHEFA Bonds of 2013, Series Seven Y2, bearing interest at
1.47%, interest is payable monthly beginning November 1,
2013 to October 1, 2025 (Original amount of $6,210,000).
The proceeds were used for refunding the Series Six E2
bonds. 3,510,000           4,025,000           

Subtotal 45,916,412         48,011,205         

Less:  Unamortized Bond Issuance Costs and Unamortized
  Defeased Loss (434,564)             (470,301)             

Total 45,481,848$       47,540,904$       
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NOTE 11 LINE OF CREDIT 

The University has an unsecured line of credit totaling $7,000,000 with a bank. Interest is 
payable monthly at 2.62% plus the one-month LIBOR rate in 2020 and 2019. Principal is 
repayable on April 17, 2021, which is the expiration date of the agreement. At June 30, 2020 
and 2019, the University had no borrowings under this agreement. The interest rate on this 
line of credit was 2.78% at June 30, 2020 and 4.29% at June 30, 2019. 
 
The University also has an unsecured revolving line of credit totaling $3,000,000 with 
another bank. Interest is payable quarterly at 1.0% plus LIBOR. Principal is repayable on 
July 5, 2021, which is the expiration date of the agreement. At June 30, 2020 and 2019, the 
University had no borrowings under this agreement.  
 
 

NOTE 12 ENDOWMENT 

The University has adopted investment and spending policies for endowment assets that 
attempt to provide a predictable stream of funding while seeking to maintain the purchasing 
power of endowment assets. Under this policy approved by the board of trustees, the 
endowment assets are invested in a manner that is intended to achieve an annualized total 
return after investment management fees of 5.5% net of inflation. Actual returns in any given 
year may vary from this amount. 
 
It is the policy of the board to spend 4.5% of the rolling three-year market value of the 
Endowment assets. At its discretion the board may change the targeted spending rate in 
any one year to achieve the strategic objectives of the University. During fiscal 2020 and 
2019, the University endowment appropriation designated for current operations was 
$4,132,697 and $4,040,212, respectively. 
 
From time-to-time, the fair value of endowment funds associated with individual donor-
restricted endowment funds may fall below the level the University is required to retain as a 
fund of perpetual duration pursuant to donor stipulation or UPMIFA. As of June 30, 2020, 
funds with original gift values of $6,135,844, and fair values of $6,032,688, and deficiencies of 
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NOTE 12 ENDOWMENT (CONTINUED) 

Endowment by Net Asset Class 

Without Donor With Donor
Restrictions Restrictions Total

Donor-Restricted Endowment Funds -$                    87,575,924$   87,575,924$   
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NOTE 13 RESTRICTIONS AND LIMITATION ON NET ASSET BALANCES 

The board has designated $12,983,697 of net assets without donor restriction as funds 
functioning as endowment as of June 30, 2020. 
 
Net asset with donor restriction are available for the following purposes as of June 30: 
 

2020 2019
Donor-Restricted Net Assets not invested in Perpetuity:

Program Support 12,010,239$     5,986,597$       
Physical Plant Acquisition 796,379            967,142            
Accumulated Earnings from Endowment Funds
  Subject to Donor Restrictions 16,908,825       17,774,441       
Underwater Endowment (103,156)           (37,261)             
Split-Interest Agreements 192,864            444,176            

Total Donor-Restricted Net Assets not
  Invested in Perpetuity 29,805,151       25,135,095       

Donor-Restricted Net Assets Invested in Perpetuity:
Endowment 70,770,255       69,716,276       
Split-Interest Agreements 2,357,005         2,085,167         
Gifts Designated for Student Loans 42,544              42,544              

Total Donor-Restricted Net Assets
  Invested in Perpetuity 73,169,804       71,843,987       

Total Net Assets with Donor Restrictions 102,974,955$   96,979,082$     
 

 
Net assets were released from donor restriction as expenses were incurred satisfying the 
with donor restriction purposes or by the passage of time or the occurrence of other events 
specified by donors as follows for the years ended June 30: 
 

2020 2019
Operating:

Scholarship Support 2,030,547$       2,106,261$       
Other Instructional Support 2,194,195         1,805,429         
Operating Budget Support 935,131            337,805            

Total Operating Net Assets Released
  from Restriction 5,159,873         4,249,495         

Total Net Assets Released from Restriction 5,159,873$       4,249,495$       
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NOTE 14 EXPENSES BY FUNCTION AND NATURAL CLASSIFICATION 

The University reports expenditures in categories reflecting core operational objectives for 
higher education as defined by Integrated Postsecondary Education Data System (IPEDS). 
During the year expenses are directly coded to program activities (instruction, research, 
academic support, student services, and auxiliary enterprises) or support services 
(institutional services, which includes fundraising). Expenses which are not directly 
identifiable by program or support service including operation and maintenance of plant 
expenses are allocated based on depreciation expense, interest expense is allocated based 
on the programs and/or supporting functions that directly benefit from the related debt 
issuance. 
 
Expenses are categorized as a functional expense as follows: 
 

Instruction includes the instruction expenses of the undergraduate college, schools, 
departments, and other instructional divisions of the University.  
 



HAMLINE UNIVERSITY OF MINNESOTA 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 AND 2019 
 
 
 

(29) 

 
NOTE 14 EXPENSES BY FUNCTION AND NATURAL CLASSIFICATION (CONTINUED) 

All expense categories, except Institutional Support, are considered Program Service 
expenses. Expenses associated with the operation and maintenance of plant, depreciation 
and interest expense are allocated across all functional expense categories as follows:  
 
�x Depreciation  expense for buildings and equipment are allocated based on the use of 

the building. 

�x Plant Operation and Maintenance  expenses for the administration, supervision, 
operation, maintenance, preservation, and protection of the University’s physical plant 
follow depreciation allocations. 

�x Interest Expense  follows the depreciation allocations. 
 
Program activities reflect the major activities of the institution for instruction, research, 
academic support, student services, and auxiliary enterprises. Support activities include 
institutional support and fundraising. 
 
Expenses reported by function on the statement of activities and changes in net assets are 
summarized by natural classification for the year ended June 30, 2020: 
 

Program 
Activities

Institutional 
Support Fundraising Total

Salaries and Wages (Incl. Students) 25,150,762$    6,824,715$      925,974$         32,901,451$    
Employee Benefits 6,980,504        1,741,157        191,061           8,912,722        
Professional Services 5,093,702        1,256,155        93,140             6,442,997        
Dining Service 2,875,561        -                       -                       2,875,561        
Advertising and Promotion 1,403,856        541,382           11,271             1,956,509        
Office Expenses 3,048,931        1,054,173        102,812           4,205,916        
General, Program, Other Expense 3,867,554        350,245           66,377             4,284,176        
Travel 1,593,167        238,928           27,973             1,860,068        
Information Technology 883,393           2,172,008        6,948               3,062,349        
Facility Overhead Expense 5,400,296        291,084           18,198             5,709,578        
Interest 1,754,187        107,803           6,154               1,868,144        
Depreciation and Amortization 6,106,026        343,204           19,591             6,468,821        

Total Expenses 64,157,939$    14,920,854$    1,469,499$      80,548,292$    

Support Activities
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NOTE 14 EXPENSES BY FUNCTION AND NATURAL CLASSIFICATION (CONTINUED) 

Expenses reported by function on the statement of activities and changes in net assets are 
summarized by natural classification for the year ended June 30, 2019: 
 

Program 
Activities

Institutional 
Support Fundraising Total

Salaries and Wages (Incl. Students) 25,985,173$    6,473,839$      956,925$         33,415,937$    
Employee Benefits 7,005,889        1,653,020        339,856           8,998,765        
Professional Services 4,533,910        729,706           59,973             5,323,589        
Dining Service 3,575,227        -                       -                       3,575,227        
Advertising and Promotion 1,366,586        728,651           13,612             2,108,849        
Office Expenses 3,281,238        689,612           81,799             4,052,649        
General, Program, Other Expense 1,290,521        879,768           74,639             2,244,928        
Travel 2,408,988        229,138           39,708             2,677,834        
Information Technology 983,731           1,899,778        9,040               2,892,549        
Facility Overhead Expense 5,799,051        567,901           21,925             6,388,877        
Interest 1,780,252        109,058           6,592               1,895,902        
Depreciation and Amortization 5,928,530        331,429           20,033             6,279,992        

Total Expenses 63,939,096$    14,291,900$    1,624,102$      79,855,098$    

Support Activities

 
 
The University has a policy that allows functional units to expend funds from board-
designated funds. The activity in the funds is as follows: 
 

2020 2019
Beginning Balance 1,190,705$      198,806$          

Additions 15,991             1,203,039         
Expense (317,041)          (211,140)           

Ending Balance 889,655$         1,190,705$       
 

 
 

NOTE 15 LIQUIDITY 

The University regularly monitors liquidity required to meet its operating needs and other 
contractual commitments. The University considers all expenditures related to its ongoing 
activities of teaching, research, and public service as well as the conduct of services 
undertaken to support general institutional expenditures. 
 
In addition to financial assets available to meet general expenditures, the University 
operates with a balanced operating budget and anticipates collecting sufficient revenue to 
cover general expenditures not covered by donor-restricted resources. As more fully 
described in Note 11 of the Financial Statements, the University also has committed lines of 
credit in the amount of $7,000,000 and $3,000,000 with banks, which it could draw upon in 
the event of an unanticipated liquidity need. 
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NOTE 15 LIQUIDITY (CONTINUED) 

For purposes of analyzing resources, the University considers various sources of liquidity 
including cash and cash equivalents, receivables, and investments. None of the financial 
assets are subject to donor or other contractual restrictions that make them unavailable for 
general expenditures within one year of the balance sheet date. In addition, the University 
invests cash in excess of daily requirements in short-term investments. As of June 30, 2020, 
the following financial assets could readily be made available within one year of the balance 
sheet date to meet general expenditures: 
 

2020 2019
Cash and Cash Equivalents 5,006,384$      1,990,019$       
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NOTE 17 OTHER POSTRETIREMENT BENEFITS (CONTINUED) 

In 2003, the Plan was amended to provide benefits only to those employees retiring on or 
before June 30, 2008. The University adopted the curtailment methodology of recognizing 
the financial impact in the year of the change.  
 

2020 2019
Accumulated Postretirement Benefit Obligation:

Retirees 909,204$         947,170$          
Fully Eligible Active Plan Participants -                       -                        

Accrued Postretirement Benefit Cost Included
  in Accounts Payable and Accrued Expenses 909,204$         947,170$          

 
 
 

NOTE 18 RELATED PARTY 

Pledges from certain board of trustee members and parents of trustee members are 
included in the financial statements. The pledges outstanding were $1,882,500 and 
$1,962,500 for the years ended June 30, 2020 and 2019, respectively. 
 
The University contracts with a board member’s firm for construction projects. The University 
has a conflict of interest policy in place which is updated annually and also performs an 
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NOTE 19 COMBINATION OF UNIVERSITY SCHOOL OF LAW AND WILLIAM MITCHELL SCHOOL 

OF LAW (CONTINUED) 

Major terms of the combination as defined by the Definitive Agreement fall into these 
categories: transfer of assets and liabilities, fees and expenses of the combination, ongoing 
financial consideration and governance and leadership. 
 
Certain transactions fees and expenses of the combination are split between HUSL and 
WMCL, without reimbursement back to either party. Other specific costs related to the 
startup of the newly formed MHSL were also shared equally in payout, but are fully 
reimbursable to the University by MHSL in eight equal installments, without interest, with the 
first payment made on June 30, 2017. Fees and expenses that were split equally are the 
cost of all communications, public relations, and costs for the initial development of the 
MHSL History Center and out of pocket costs of submitting the Application for Acquiescence 
to the ABA, including the ABA site visit. Fees and expenses that are reimbursable to the 
University include the reasonable attorney expenses incurred in connection with the 
endowment transfer and expenses concerning branding, website design and implementation 
expenses, all qualifying severance costs and mutually agreed upon moving costs. Moving 
costs constituted the physical move of staff and faculty and the electronic file and data 
move. The combination resulted in $411,764 and $514,705 of accounts receivable as of 
June 30, 2020 and 2019, respectively.  
 
Ongoing financial consideration relates to an agreement that MHSL will pay to the University 
within a designated length of time following each fiscal year-end, a percentage of that fiscal 
year’s net tuition revenue as defined by the terms of the combination’s Definitive Agreement. 
That agreement resulted in revenue of $113,617 and $23,842 for the years ended June 30, 
2020 and 2019, respectively. 
 
The governance and leadership terms of the combination state that the University shall have 
the right to nominate to and maintain on, the MHSL Board of Trustees equal to 33% of the 
total MHSL Trustees, inclusive of the President of the University. All MHSL Board of 
Trustees, regardless of who nominated them, will have the same terms, rights, privileges, 
and responsibilities in their capacity as trustees. 
 
In the process of combining operations, it was necessary to write down any remaining 
assets from the academic collection. The remaining fair market value of the academic 
collection is recorded as Discontinued Operations Assets Held for Sale and is reflected in 
Prepaid Expenses and Other Assets in the accompanying balance sheet. The discontinued 
operations assets balances were $3,801 for both years ended June 30, 2020 and 2019. 
 
 

NOTE 20 COMMITMENTS AND CONTINGENCIES 

For the years ended June 30, 2020 and 2019, the University had commitments to 
investment funds in the amount of $2,225,140 and $2,227,140 respectively, funded through 
reallocation of investments.  




