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EMPORIA STATE UNIVERSITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018

The following Management’s Discussion and Analysis provides an overview of the financial performance of Emporia State
University (the “University”) based on currently known facts, decisions and conditions and is designed to assist readers in
understanding the accompanying financial statements and footnotes. The University has included the audited financial statements
of the Emporia State University Foundation, Inc. (the “Foundation) as part of the University’s unaudited financial statements.
This discussion — along with the financial statements and related footnote disclosures — has been prepared by management and
should be read in conjunction with the statements and footnotes. The financial statements, footnotes and this discussion are the
responsibility of management.

USING THIS ANNUAL REPORT

The financial statements segment of this report consists of three financial statements: the Statements of Net Position, the
Statements of Revenues, Expenses and Changes in Net Position and the Statements of Cash Flows. The notes to the financial
statements present additional information to support the financial statements. Their purpose is to clarify and expand on the
information in the financial statements. These financial statements are prepared in accordance with Governmental Accounting
Standards Board (GASB) principles for public colleges and universities.

STATEMENTS OF NET POSITION

The Statements of Net Position present the assets, deferred outflows, liabilities, deferred inflows and net position of the University
at the end of the fiscal year. Its purpose is to present a financial snapshot of the University. The Statements of Net Position
include all assets, deferred outflows, liabilities and deferred inflows using the accrual basis of accounting. Under the accrual basis
of accounting, all of the current year’s revenues and expenses are taken into account regardless of when cash is received or paid.
The statements provide information about the adequacy of resources to meet current and future operating and capital needs.

Within the Statements of Net Position, assets and liabilities are further classified as current or noncurrent. Current classification
distinguishes those assets that are highly liquid and available for immediate and unrestricted use by the University, and those
liabilities likely to be settled in the next 12 months.

Net Position is divided into three categories:

1. Net Investment in Capital Assets indicates the University’s equity in property, plant and equipment owned by the
University.

2. Restricted Net Position is available for expenditure by the University but must be spent for purposes as determined by
donors and/or external entities that have placed time or purpose restrictions on the use of the assets.

3. Unrestricted Net Position is available to the University for any lawful purpose of the institution. Although unrestricted
net position is not subject to externally imposed stipulations, substantially all of the University’s resources in this
category have been designated for various academic and research programs and initiatives.

Total assets at June 30, 2019 were $151,535,661, an increase of 2.7% compared to $147,526,507 at June 30, 2018. Capital assets,
net of depreciation, comprised 60.7% or $92,044,725 of the total assets in 2019 as compared to 52.0%, or $76,640,999 of the total
assets in 2018.

Total deferred outflows decreased $273,443, with a decrease of $292,626 in the actuarially determined deferred pension expense
related to the adoption of GASB 68. In addition, other post-employment benefit that provides long-term disability benefits
increased $19,183.

Total liabilities were $74,685,866 at June 30, 2019, a decrease of $4,225,067 or 5.4% compared to $78,910,933 at June 30, 2018.
Noncurrent liabilities comprised 79.6% or $59,441,646 of total liabilities in 2019 as compared to 83.4% or $65,819,285 of total
liabilities in 2018.
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Total deferred inflows increased $808,614 related to the adoption of GASB 68 and GASB 75 pertaining to the University’s share
of the KPERS pension liability and other post-employment benefits.

Total Net Position at June 30, 2019 was $75,805,215, a $7,152,164 increase from the previous fiscal year amount of $68,653,051,
or a 10.4% increase in Net Position. The breakout of Net Position is shown below:

June 30, 2019 June 30, 2018

Net Position
Net Investment in Capital Assets $ 48,794,725 $ 30,870,999
Restricted Net Position 12,512,746 27,072,144
Unrestricted Net Position 14,497,744 10,709,908
Total Net Position $ 75,805,215  $ 68,653,051

The composition of current and noncurrent assets, deferred outflows, current and noncurrent liabilities, deferred inflows and net
position is displayed below for both the 2019 and 2018 fiscal year ends (in thousands):
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

The Statements of Revenues, Expenses and Changes in Net Position present the total revenues earned and expenses incurred by the
University for operating, nonoperating and other related activities during a period of time. Its purpose is to assess the University’s
operating results.

Revenues

Operating revenues were $51.8 million for the 2019 fiscal year. This was an increase of $1.2 million or 2.4% from the previous
fiscal year. The following is a brief summary of the significant changes:

e  Student tuition and fee revenues, after scholarship allowances, were $36.1 million in 2019, compared to $35.8 million in
2018, an overall increase of .8%. The tuition and fees increase approved by the Kansas Board of Regents for fiscal year
2019 was an average of 2.53% and the University implemented on-line accelerated graduate programs.

e Grants and contracts (federal, state and local, and nongovernmental) overall increased 25.3% or $1.3 million primarily
from federal and local grants and nongovernmental grants.

e Auxiliary enterprise revenues of the University decreased a combined total of 4.5% in the areas of Athletics, Assessment,
Parking Services, Residential Life and Student Health Services.

e Sales and services of educational departments decreased by $25,151 or 2.6% from the previous year.

Total nonoperating revenues increased 11.3% from the previous year from $39.9 million to $44.4 million in 2019. Total
nonoperating expenses decreased significantly due to the reclassification of the Perkins loan program from a restricted net asset to
a liability in prior year. The following is a brief summary of the significant changes:

State appropriations increased 2.2% to $31.6 million from $31.0 million.

Investment earnings increased from $396,924 in 2019 to $816,713 in 2019.

Interest expense increased $406,298 over the prior year.

Other Federal grants and contracts decreased $229,363 or 3.6% from the prior year.

Assets not fully depreciated were removed from fixed assets, resulting in a net loss of $14,280 during 2019.
Capital appropriations/gifts increased $2.1 million primarily due to a private capital gift.

In summary, total revenues, nonoperating revenues and other revenues increased by $5.7 million for a total of $96.2 million. The
composition of these revenues is displayed in the following graph:
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Expenses

Operating and nonoperating expenses were $89.0 million for the 2019 fiscal year. This was decrease over the previous year of
$8.9 million or 9.1%. The following is a brief summary of the significant changes:

Instruction and academic support combined decreased $169,851 or approximately .4% from 2018 to 2019.

Student services, research and scholarships to students decreased $800,765 or 5.6% in 2019.

Institutional support and public service increased $1,208,682 or 13.9% from 2018 to 2019.

Expenses for the operations and maintenance of plant decreased $2,183,321 or approximately 20.4% from 2018 to 2019.
Depreciation expense increased $50,765 in 2019.

The composition of total expenses, including operating and nonoperating is displayed below:
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The composition of total operating expenses by natural classification is displayed below:
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Extraordinary Items

The University did not have any special and extraordinary items in 2019 or 2018.
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Endowment Expenses Paid On Behalf of University

The Foundation is an independent, not-for-profit organization whose primary mission is to raise funds for the University and to
provide direct and indirect support to the University that is not entirely reflected in the University’s Statements of Revenues,
Expenses and Changes in Net Position. Expense items paid on behalf of the University by the Foundation include expenses such
as salaries, construction, equipment, books, supplies and travel. During the year ended June 30, 2019, and June 30, 2018, the
Foundation made payments to the University of $3,118,244 and $1,911,676 respectively.

Net Position

Net Position increased by $7,152,164 from $68,653,051 in 2018 to $75,805,215 in 2019 primarily due to the reclassification of the
Perkins loan program.

STATEMENTS OF CASH FLOWS

The Statements of Cash Flows present cash receipts and payments of the University during a period of time. Its purpose is to
assess the University’s ability to generate future net cash flows and meet its obligations as they come due.

Cash provided by operating activities includes tuition and fees, grant and contract revenues, sales and services of educational
activities and auxiliary enterprises. Cash flows from operating activities will always be negative since GASB requires state
appropriations to be reported as cash flows from noncapital financing activities. Cash used in operating activities includes
payments to employees, suppliers and scholarships to students.

Cash provided by noncapital financing includes state appropriations and the receipt and disbursement of the federal direct student
loan program and the PELL program. Cash used in capital and related financing activities represents proceeds from debt, the
principal and interest payments toward debt, capital appropriations and grants, and the purchase and construction of capital assets.
Cash provided by investing activities includes purchases and sales of investments as well as investment income earnings and losses
realized.

The following is a condensed Statement of Cash Flows for the years ended June 30, 2019 and 2018:

The overall net increase in cash of $3.2 million is due primarily to the bond proceeds on hand and not invested for payment of
constructions costs for the next 90 days. The change in operating activities from the prior year was a decrease of $549,151; the
change in noncapital financing activities was an increase of $2.5 million; and the change over prior year from capital financing
activities was a decrease of $44 million with an increase in investing activities of $41.7 million due to the construction and
remodeling of the residence halls from bond proceeds received in 2018. Proceeds not required immediately were invested in the
Kansas Municipal Investment Pool.

June 30,2019 June 30,2018

Net Cash Provided (Used) by:

Operating activities $  (32,230,367) $ (31,681,215)
Noncapital financing activities 37,596,512 35,115,745
Capital and related financing activities (17,593,781) 26,437,629
Investing activities 15,432,074 (26,282,866)
Net Increase (Decrease) in Cash 3,204,438 3,589,293
Beginning Cash and Cash Equivalents Balances 32,281,178 28,691,885
Ending Cash and Cash Equivalents Balances $ 35485616 $  32281,178
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CAPITAL ASSETS

The University continues to invest in capital assets with many projects in progress nearing completion at the end of the fiscal year.
Detailed information regarding capital asset additions, retirements and depreciation is available in Note 5 of the financial
statements.

The following is a brief summary of the projects in progress or completed by the end of the current fiscal year:

Completed Visser Hall, Cremer Hall and Theatre remodel and improvements projects;
Continued construction on new residence hall;

Significant renovation and removal started on existing residence halls;

Continued construction on the new university house; and

Disaster recovery plan implementation continued.

DEBT ADMINISTRATION

At June 30, 2019, the University had $44.4 million in debt outstanding. The University paid $3,149,022 in principal and interest
payments related to all outstanding revenue bonds in 2019.

The bonds have been assigned a rating of “A-/Stable” by Standard & Poor’s Ratings Services. The bonds have been assigned a
rating of “A2” with stable outlook by Moody’s Investors Service. An upgrade in the ratings can be achieved with growth in cash
and investments, continued improvement in enrollment and operating margins, and no material increases in debt in the near term.
More detailed information about the University’s noncurrent liabilities is available in Notes 8, 9, 10 and 11 to the financial
statements.

ECONOMIC OUTLOOK

The economic outlook for the State of Kansas was changed in June, 2018 by Moody’s Investors Service from negative to stable
after the Legislature passed a tax bill that eliminated the tax cut exemptions for business owners and farmers. Moody’s
characterized the change in policies as a “credit positive” event. The State had a reserve of cash for fiscal year end 2019 equaling
15.7% of expenditures, a significant improvement over the past several years.

Most economic variables and indicators for the State of Kansas remained consistent at the April’s Consensus Revenue Estimating
Group (Group) meeting. The economic expansion that began after the recession has lasted nearly ten years and the Group is
cautiously optimistic that it will continue through the forecast period. Concern exists for the economy as a whole relative to
volatility in energy prices, tariffs or possible trade war effects on agricultural commodity prices, and consumer and business
demand for products and services subject to sales taxation.

The State of Kansas provided approximately 33.1% of the total resources for the University during fiscal year 2019. This is down
slightly from the 34.7% provided during fiscal year 2018. The fiscal year 2020 state appropriation budget is approved for $33.3
million.

In managing our budget, the highest priority of the University continues to be serving the needs of our students. Any reductions to
the state appropriated amount would have a significant impact on the operations of the University. While no reductions in state
appropriations are anticipated at this time, we are also dependent on tuition and fee revenue from enrolled students which
comprises 37.7% of our total budget. Although enrollment for the fall 2019 shows a slight increase, anticipated revenue for FY
2020 is expected to be down due to the mix of students. A tuition and fee increase of 2.50% was approved for FY 2020 for
graduate students only.
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STATEMENTS OF NET POSITION
June 30,2019 and 2018

University Funds Component Unit
Memorial Union Corporation
2019 2018 2019 2018
ASSETS
Current Assets
Cash and cash equivalents $ 29523363 $ 26,556,718 $ 1,352,510 $ 1,415,268
Restricted cash and cash equivalents 5,962,253 5,724,460 0 0
Restricted Investments 12,280,000 17,872,037 0 0
Accounts receivable, net 2,911,288 2,418,236 125,154 245,051
Appropriation receivable 4,471,074 3,956,243 0 0
Interest receivable 17,032 60,356 0 0
Loans to students, net - current portion 2,694,429 3,026,044 0 0
Due from ESU Foundation 361,283 375,479 0 0
Due from Memorial Union 136,280 187,516 0 0
Prepaid expenses 0 0 19,395 19,726
Total Current Assets 58,357,002 60,177,089 1,497,059 1,680,045
Noncurrent Assets
Restricted investments 0 8,980,000 755,000 580,000
Loans to students, net 1,133,934 1,728,419 0 0
Capital assets, net 92,044,725 76,640,999 1,029,766 897,086
Total Noncurrent Assets 93,178,659 87,349,418 1,784,766 1,477,086
Total Assets 151,535,661 147,526,507 3,281,825 3,157,131
DEFERRED OUTFLOWS OF RESOURCES
OPEB outflows 127,701 108,518 0 0
Pension contributions 968,831 928,913 0 0
Deferred pension outflows 748,024 1,080,568 0 0
Total Deferred Outflows 1,844,556 2,117,999 0 0
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities 6,120,914 5,647,277 118,761 108,302
Other liabilities 364,674 472,810 0 0
Accrued compensated absences 1,764,427 1,727,686 51,783 39,921
Unearned revenue 2,201,352 2,044,423 29,938 59,674
Perkins loan payable 1,680,602 821,369 0 0
Bonds payable - current 2,520,000 1,365,000 0 0
Unamortized bond premiun/discount 102,263 102,263 0 0
Due to ESU Foundation 111,445 111,335 0 0
Due to Memorial Union 9,085 94,655 0 0
Due to related parties 0 0 33,184 94,531
Deposits held in custody for others 369,458 704,830 10,247 9,389
Total Current Liabilities 15,244,220 13,091,648 243,913 311,817

The accompanying notes are an integral part of these statements.
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University Funds Component Unit
Memorial Union Corporation
2019 2018 2019 2018
LIABILITIES - continued
Noncurrent Liabilities, Net of Current Portion
Accrued compensated absences $ 409,780 $ 331,104 $ (VIS 0
Accrued other postemployment benefits 446,432 627,476 0 0
Net pension liability 10,574,288 12,486,678 0 0
Perkins federal capital contribution 4,346,852 6,087,470 0 0
Bonds payable 41,885,000 44,405,000 0 0
Unamortized bond premiun/discount 1,779,294 1,881,557 0 0
Total Noncurrent Liabilities 59,441,646 65,819,285 0 0
Total Liabilities 74,685,866 78,910,933 243,913 311,817
DEFERRED INFLOWS OF RESOURCES
OPEB inflows 100,903 10,938 0 0
Deferred pension inflows 2,788,233 2,069,584 0 0
Total Deferred Inflows 2,889,136 2,080,522 0 0
NET POSITION
Net investment in capital assets 48,794,725 30,870,999 1,029,766 897,086
Restricted for expendable
Capital 11,062,209 26,136,116 0 0
Loans 805,485 754,123 0 0
Debt service 645,052 181,905 0 0
Other 0 0 290,859 423,539
Unrestricted 14,497,744 10,709,908 1,717,287 1,524,689
Total Net Position $ 75805215 $ 68,653,051 $ 3,037,912 $ 2,845,314

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended June 30,2019 and2018

University Funds Component Unit
Memorial Union Corporation
2019 2018 2019 2018
Operating Revenues
Tuition and fees (net of scholarship
allowances of $4,470,487 and $4,650,634) $ 36,056,642 $ 35,781,006 $ 0s 0
Federal grants and contracts 2,404,612 1,854,340 0 0
State and local grants and contracts 978,917 1,034,709 0 0
Nongovernmental grants and contracts 3,275,386 2,425,390 0 0
Sales and services of educational departments 947,004 972,155 0 0
Auxiliary enterprises
Athletics 2,886,749 3,138,271 0 0
Assessment 1,045 1,436 0 0
Parking services 242,359 248,721 0 0
Residential life 4,122,570 4,181,492 0 0
Student health services 743,712 801,551 0 0
Student unions 0 0 3,446,308 3,339,664
Interest earned on loans to students 109,630 128,157 0 0
Total Operating Revenues 51,768,626 50,567,228 3,446,308 3,339,664
Operating Expenses
Education and General
Instruction 31,758,297 32,053,838 0 0
Research 642,062 733,056 0 0
Public service 3,327,180 2,702,197 0 0
Academic support 11,765,098 11,639,408 0 0
Student services 6,016,231 6,180,754 0 0
Institutional support 6,591,444 6,007,745 0 0
Operations and maintenance of plant 8,529,519 10,712,840 0 0
Scholarships and fellowships 6,917,894 7,463,142 0 0
Depreciation 3,260,759 3,209,994 149,569 136,846
Auxiliary Enterprises
Athletics 5,440,072 5,191,668 0 0
Assessment 748 986 0 0
Parking services 196,386 195,084 0 0
Residential life 2,090,636 2,125,991 0 0
Student health services 777,196 749,877 0 0
Student union 0 0 3,123,443 3,177,076
Total Operating Expenses 87,313,522 88,966,580 3,273,012 3,313,922
Operating Income (Loss) (35,544,896) (38,399,352) 173,296 25,742
Nonoperating Revenues (Expenses)
State appropriations 31,637,584 30,967,221 0 0
Investment income 816,713 396,924 19,302 9,027
Interest expense (1,670,273) (1,263,975) 0 0
Other Federal grants and contracts 6,187,621 6,416,984 0 0
Other nonoperating revenue (expenses), net 621,510 (306,473) 0 0
Perkins capital to federal government 881,385 (7,349,451) 0 0
Gain/(loss) on assets (14,280) (15,223) 0 163
Net Nonoperating Revenues (Expenses) 38,460,260 28,846,007 19,302 9,190

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended June 30,2019 and 2018

University Funds Component Unit
Memorial Union Corporation
2019 2018 2019 2018
Income (Loss) Before Other Revenues $ 2915364 $ (9,553,345) $ 192,598 $ 34,932
Other Revenues
Capital appropriations and gifts 4,236,800 2,113,125 0 0
Increase (Decrease) in Net Position 7,152,164 (7,440,220) 192,598 34,932
Net Position
Net Position, Beginning of Year 68,653,051 76,681,434 2,845,314 2,810,382
Restatement - GASB 75 0 (588,163) 0 0
Net Position Restated, Beginning of Year 68,653,051 76,093,271 2845314 2,810,382
Net Position, End of Year $ 75,805,215 § 68,653,051 § 3,037,912 § 2,845314

The accompanying notes are an integral part of these statements.

10



EMPORIA STATE UNIVERSITY

COMPONENT UNIT

STATEMENTS OF FINANCIAL POSITION

ASSETS

Cash and cash equivalents
Other assets

Mortgages receivable
Investments

Contributions receivable, net
Beneficial interests in trusts
Capital assets, net

Total Assets
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable

Accrued expenses
Annuity and trust obligations

Total Liabilities
Net Assets
Without donor restrictions
With donor restrictions

Total Net Assets

Total Liabilities and Net Assets

June 30,2019 and 2018

Emporia State
University Foundation, Inc.
2019 2018
1,265,572 $ 1,070,218
194,271 153,589
271,551 281,519
95,542,252 92,777,633
7,201,358 6,368,597
9,312,800 9,472,602
1,496,574 1,543,448
115,284,378 § 111,667,606
411,282 $ 432,155
237,703 187,489
1,186,435 1,234,410
1,835,420 1,854,054
8,541,718 7,660,174
104,907,240 102,153,378
113,448,958 109,813,552
115,284,378 $ 111,667,606

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

COMPONENT UNIT
STATEMENT OF ACTIVITIES
Year Ended June 30,2019

Emporia State University Foundation, Inc.

Without With
Donor Donor
Restrictions Restrictions Total
Revenues, Gains and Other Support
Contributions $ 356,125 $ 8,690,028 $ 9,046,153
Investment return 1,217,755 4,648,405 5,866,160
Change in beneficial interest in trusts 0 (150,779) (150,779)
Loss on annuity and trust obligations (17,435) (23,409) (40,844)
Other 9,798 31,955 41,753
Net assets released from restrictions 10,442,338 (10,442,338) 0
Total Revenues, Gains and Other Support 12,008,581 2,753,862 14,762,443
Expenses and Losses
Program 8,801,183 0 8,801,183
Management and general 1,180,371 0 1,180,371
Fundraising 1,145,483 0 1,145,483
Total Expenses and Losses 11,127,037 0 11,127,037
Change in Net Assets 881,544 2,753,862 3,635,406
Net Assets, Beginning of Year 7,600,174 102,153,378 109,813,552
Net Assets, End of Year $ 8,541,718 $ 104,907,240 $ 113,448,958

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

STATEMENT OF ACTIVITIES
Year Ended June 30,2018

Emporia State University Foundation, Inc.

Without With
Donor Donor
Restrictions Restrictions Total
Revenues, Gains and Other Support
Contributions $ 285,786 $ 6,535,095 $ 6,820,881
Investment return 870,932 4,394,152 5,265,084
Change in beneficial interest in trusts 0 328,827 328,827
Gain (loss) on annuity and trust obligations 17,614 (74,505) (56,891)
Other 13,342 33,322 46,664
Change in donor intent 46,024 (46,024) 0
Net assets released from restrictions 7,700,270 (7,700,270) 0
Total Revenues, Gains and Other Support 8,933,968 3,470,597 12,404,565
Expenses and Losses
Program 6,029,921 0 6,029,921
Management and general 1,216,847 0 1,216,847
Fundraising 1,245,361 936 1,246,297
Total Expenses and Losses 8,492,129 936 8,493,065
Change in Net Assets 441,839 3,469,661 3,911,500
Net Assets, Beginning of Year 7,218,335 98,683,717 105,902,052
Net Assets, End of Year $ 7,660,174 $ 102,153,378 $ 109,813,552

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

STATEMENTS OF CASH FLOWS
Years Ended June 30,2019 and2018

University Funds Component Unit
Memorial Union Corporation
2019 2018 2019 2018
Cash Flows From Operating Activities
Tuition and fees $ 36,013,813 $ 34,771,699 $ 0S$ 0
Grants and contracts 6,399,177 5,155,840 0 0
Sales and services of educational activities 896,532 1,049,320 0 0
Other operating income 109,630 128,157 0 0
Auxiliary enterprises:
Athletics 2,886,749 3,138,271 0 0
Assessment 1,045 1,436 0 0
Parking services 242,400 247,481 0 0
Residential life 4,143,362 4,150,180 0 0
Student health services 743,980 802,017 0 0
Student union 0 0 3,450,920 3,234,400
Payments to suppliers (16,107,161) (14,059,149) (3,076,741) (3,146,027)
Payments to utilities (2,000,699) (2,006,862) 0 0
Compensation and benefits (58,097,233) (55,910,288) 0 0
Payments for scholarships and fellowships (8,388,062) (9,705,276) 0 0
Loans issued to students and employees 0 (523,914) 0 0
Collection of loans to students and employees 926,100 1,079,873 0 0
Net Cash Provided by
(Used in) Operating Activities (32,230,367) (31,681,215) 374,179 88,373
Cash Flows From Noncapital Financing Activities
State appropriations 31,637,584 30,967,221 0 0
Other nonoperating revenues (expenses), net 106,679 (1,587,502) 0 0
Deposits held in custody for others (335,372) (240,346) 0 0
Other Federal grants and contracts 6,187,621 6,416,984 0 0
Perkins Fund capital repayment 0 (440,612) 0 0
Federal family education loan receipts 25,223,439 25,732,382 0 0
Federal family education loan disbursements (25,223,439) (25,732,382) 0 0
Net Cash Provided by
Noncapital Financing Activities 37,596,512 35,115,745 0 0
Cash Flows From Capital Financing Activities
Proceeds fromsale of capital assets 0 0 0 162
Capital appropriations 4,236,800 2,113,125 0 0
Purchases of capital assets (18,693,045) (5,547,737) (281,238) (26,002)
Refunded bond proceeds 0 6,030,000 0 0
Bond proceeds and premium (102,263) 32,028,820 0 0
Principal paid on capital debt and refunded bonds (1,365,000) (6,922,604) 0 0
Interest paid on capital debt and refunded bonds (1,670,273) (1,263,975) 0 0
Net Cash Provided by
(Used in) Capital Financing Activities (17,593,781) 26,437,629 (281,238) (25,840)
Cash Flows From Investing Activities
Sale (Purchase) of investments 14,572,037 (26,624,812) (175,000) 170,000
Investment income 860,037 341,946 19,301 9,027
Net Cash Provided by
(Used in) Investing Activities 15,432,074 (26,282,866) (155,699) 179,027

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

STATEMENTS OF CASH FLOWS
Years Ended June 30,2019 and2018

University Funds Component Unit
Memorial Union Corporation
2019 2018 2019 2018
Net Increase (Decrease) in
Cash and Cash Equivalents $ 3,204,438 $ 3,589,293 $ (62,758) $ 241,560
Cash and Cash Equivalents, Beginning of Year 32,281,178 28,691,885 1,415,268 1,173,708
Cash and Cash Equivalents, End of Year $ 35,485,616 $ 32,281,178 $ 1,352,510 $ 1,415,268
Reconciliation of Net Operating Revenues
(Expenses) to Net Cash Provided by
(Used in) Operating Activities
Operating income (loss) $ (35544,896) $  (38,399,352) $ 173,296 $ 25,742
Adjustments to reconcile operating
income (loss) to net cash provided by
(used in) operating activities
Depreciation and amortization expense 3,260,759 3,209,994 149,569 136,846
(Gain) loss on sale of assets 14,280 15,223 0 0
Change in deferred outflows related
to pensions and OPEB 273,443 252,838 0 0
Change in deferred inflows related
to pensions and OPEB 808,614 738,722 0 0
In-kind bookstore rent revenue 0 0 (30,746) (29,838)
Changes in assets and liabilities
(Increase)/decrease in
Accounts receivables, net (493,052) 179,837 119,898 (33,354)
Loans to students, net 926,100 555,959 0 0
Due from ESU Foundation 14,196 (244,390) 0 0
Due from Memorial Union 51,236 (112,426) 0 0
Prepaid expenses and other assets 0 0 331 (5,534)
Increase/(decrease) in
Accounts payable and accrued liabilities 473,637 1,863,303 15,565 (12,766)
Other liabilities (108,136) 393,032 (4,249) (7,169)
Unearned revenue 156,929 181,224 0 0
Accrued compensated absences 115,417 110,350 11,862 (348)
Accrued other postemployment benefits (181,044) 627,476 0 0
Pension liability (1,912,390) (1,147,637) 0 0
Due to related parties (85,460) 94,632 (61,347) 14,794
Net Cash Provided by
(Used in) Operating Activities $  (32,230,367) $  (31,681,215) $ 374,179 $ 88,373
Reconciliation of Cash and Cash Equivalents to
the Statements of Net Position
Cash and cash equivalents $ 29,523.363 $ 26,556,718 $ 1,352,510 $ 1,415,268
Restricted cash and cash equivalents 5,962,253 5,724,460 0 0
Cash and Cash Equivalents, End of Year $ 35,485,616 $ 32,281,178 $ 1,352,510 $ 1,415,268
Supplemental Disclosures
Non-cash investing and financing transactions
Property and equipment acquired
through provision of rent $ 0% 0% 1,010 $ 0

The accompanying notes are an integral part of these statements.
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America, as prescribed by the Governmental Accounting Standards Board (GASB). The financial statements for
the University have not been audited. In preparing financial statements in conformity with generally accepted accounting
principles, management is required to make estimates and assumptions that affect the reported amount of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Organization. The University is a comprehensive Regents University providing undergraduate and graduate education in a
variety of academic programs that primarily serve residents of Kansas. The University is accredited by the Higher Learning
Commission and governed by the Kansas Board of Regents and is an agency of the State of Kansas. As an agency of the State of
Kansas, the University is included in the audited financial statements of the State of Kansas.

The University is grouped into four major colleges/schools; the School of Business, the Teachers College, the College of Liberal
Arts and Sciences, and the School of Library and Information Management. The University, located in Emporia, Kansas, has an
undergraduate enrollment of approximately 3,405 and a graduate enrollment of approximately 2,472.

Financial Reporting Entity. As required by accounting principles generally accepted in the United States of America, these
financial statements present the financial position and financial activities of the University and its discretely presented component
units: The Memorial Union Corporation and the Emporia State University Foundation, Inc. Each discretely presented component
unit is independently audited.

Basis of Accounting. For financial reporting purposes, the University is considered a special purpose government engaged only in
business-type activities. Accordingly, the University’s financial statements have been presented using the economic resources
measurement focus and the accrual basis of accounting. Under the accrual basis, revenues are recognized when earned and
expenses are recorded when an obligation has been incurred. All significant intra-agency transactions have been eliminated except
for the discretely presented component units. Since the component units are displayed discretely, inter-agency transactions have
not been eliminated in accordance with GASB guidelines.

Cash Equivalents. For purposes of the Statements of Cash Flows, the University considers all highly liquid investments, whether
restricted or not, with an original maturity of three months or less to be cash equivalents. At certain times, some of the
University’s component units maintain cash balances in excess of FDIC limits. Management has evaluated the financial stability
of these financial institutions and feels the risk to the component units is minimal.

Investments. The University accounts for its investments at fair value. Changes in unrealized gain or unrealized loss on the
carrying value of investments are reported as a component of investment income in the Statements of Revenues, Expenses and
Changes in Net Position.

e GASB Statement No. 72, Fair Value Measurement and Application, sets forth the framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1) and lowest priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy
under GASB 72 are described as follows:
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets that
the University and Component Units have the ability to access.

Level 2: Inputs to the valuation methodology include:
e  Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for similar assets or liabilities in inactive markets;
o Inputs other than quoted prices that are observable for the asset or liability;
e Inputs that are derived principally from or corroborated by observable market data by correlation or other means.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value measurement. Unobservable
inputs reflect the University’s and Component Units’ own assumptions about the inputs market participants would use in pricing
the asset or liability (including assumptions about risk). Unobservable inputs are developed based on the best information
available in the circumstances and may include the University’s and the Component Units’ own data.

When available, quoted prices are used to determine fair value by the University and Component Units. When quoted prices in
active markets are available, investments are classified with Level 1 of the fair value hierarchy. The University’s and Component
Units’ Level 1 investments primarily consist of investments in mutual funds, cash equivalents and equity securities.

Receivables. Accounts receivable consist of tuition and fees charged to students, auxiliary enterprise services provided to
students, faculty and staff, and sales and services of the University. Accounts receivable also include amounts due from the
federal government, state and local governments, and private sources, in connection with reimbursement of allowable expenditures
made pursuant to the University’s grants and contracts. Accounts receivable are recorded net of estimated uncollectible amounts.
Current year state appropriations not received from the State until after year end are recorded as Appropriation receivable.

Inventories. Inventories have decreased significantly; therefore, inventory items have been recorded as an expense as the items
are purchased.

Noncurrent Investments. Investments that are externally restricted to make debt service payments, maintain sinking or reserve
funds, or to purchase or construct capital or other noncurrent assets, are classified as noncurrent assets in the Statements of Net
Position.

Capital Assets. Capital assets are recorded at cost at the date of acquisition, or their estimated acquisiton value at the date of
donation, in the case of gifts. For equipment, the University’s capitalization policy includes all items with a unit cost of $5,000 or
more and an estimated useful life greater than one year. Renovations to buildings, infrastructure and land improvements that
significantly increase the value or extend the useful life of the structure are capitalized if the related project cost exceeds $100,000.
Routine repairs and maintenance are charged to operating expense in the year in which the expense is incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets: 40 years for buildings; 25
years for infrastructure and land improvements; 8 years for equipment; 5 years for vehicles and 3 years for information processing
and computer systems. Costs incurred during construction of long-lived assets are recorded as construction in progress and are not
depreciated until placed in service.

Unearned Revenue. Unearned revenue includes amounts received for tuition and fees prior to the end of the fiscal year but relate
to the subsequent account period for the summer term.

Compensated Absences. Employee vacation pay is accrued at year end for financial statement purposes. The liability and

expense incurred are recorded at year end as Accrued compensated absences in the Statements of Net Position and as an expense
in the Statements of Revenues, Expenses and Changes in Net Position.
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Deposits Held in Custody for Others. Deposits held in custody for others consist primarily of student organizations’ monies
administered by the University.

Noncurrent Liabilities. Noncurrent liabilities include principal amounts and issuance premiums of revenue bonds payable,
estimated amounts for accrued compensated absences, accrued other postemployment benefits and accrued pension obligations
that will not be paid within the next fiscal year and the amounts estimated to be repaid to the federal government related to the
closing of the Federal Perkins Loan program.

Pensions. In accordance with the provisions of GASB 68, Accounting and Financial Reporting for Pensions, the University has
reported its proportional share of the entire Kansas Public Employees Retirement System (KPERS) pension liability. For purposes
of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to pensions, and
pension expense, information about the fiduciary net position of KPERS and additions to/deductions from KPERS’ fiduciary net
position have been determined on the same basis as they are reported by KPERS. For these purposes, benefit payments (including
refunds of employee contributions) are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

Other Postemployment Benefit Plan. In accordance with the provisions of GASB 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, the University has reported its proportional share of the entire other
postemployment benefit (OPEB) liability. For purposes of measuring the net OPEB liability, deferred outflows of resources and
deferred inflows of resources related to the OPEB plan, and OPEB expense, an actuarial valuation was completed and the OPEB
liability was measured at June 30, 2018. As the OPEB plan was measured at June 30, 2018, the current year contributions to the
Plan by the University are recorded as deferred outflows.

Net Position. The University’s net position is classified as follows:

Net investment in capital assets: This represents the University’s total investment in capital assets, net of outstanding debt
obligations related to those capital assets. To the extent debt has been incurred but not yet expended for capital assets, such
amounts are not included as a component of the net investment in capital assets.

Restricted net position — expendable: Restricted expendable net position includes resources in which the University is legally
or contractually obligated to spend resources in accordance with restrictions imposed by external third parties.

Unrestricted net position: Unrestricted net position represents resources derived from student tuition and fees, state
appropriations, and sales and services of educational departments. These resources are used for transactions relating to the
educational and general operations of the University, and may be used at the discretion of the governing board to meet current
expenses for any purpose. These resources also include auxiliary enterprises, which are substantially self-supporting activities
that provide services for students, faculty and staff.

Tax Status. As a state institution of higher education, the income of the University is generally exempt from federal and state
income taxes under Section 115(a) of the Internal Revenue Code; however, income generated from activities unrelated to the
University’s exempt purpose is subject to income taxes under Internal Revenue Code Section 511(a)(2)(B).

Classification of Revenues. The University has classified its revenues as either operating or nonoperating revenues according to
the following criteria:

Operating revenues: QOperating revenues include activities that have the characteristics of exchange transactions, such as 1)
student tuition and fees, net of scholarship discounts and allowances, 2) sales and services of educational departments and
auxiliary enterprises, 3) most federal, state and local grants and contracts, and 4) interest on institutional student loans.

Nonoperating revenues: Nonoperating revenues include activities that have the characteristics of nonexchange transactions,
such as gifts and contributions, and other revenue sources that are defined as nonoperating revenues by GASB Statement No.
9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use Proprietary
Fund Accounting, and GASB Statement No. 34, such as state appropriations and investment income.
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Scholarship Discounts and Allowances. Student tuition and fee revenues, and certain other revenues from students, are reported
net of scholarship discounts and allowances in the Statements of Revenues, Expenses and Changes in Net Position. Scholarship
discounts and allowances are the difference between the stated charge for goods and services provided by the University and the
amount that is paid by students and/or third parties making payments on the students’ behalf. Certain governmental grants, such as
Pell grants, and other federal, state, or nongovernmental programs, are recorded as either operating or nonoperating revenues in the
University’s financial statements. To the extent that revenues from such programs are used to satisfy tuition and fees and other
student charges, the University has recorded a scholarship discount and allowance.

NOTE 2 - CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents. The carrying amount of the University’s deposits with the State Treasurer and other financial
institutions at June 30, 2019 and 2018 were $35,485,616 and $32,281,178 respectively. The University’s deposits with the State
Treasurer are pooled with the funds of other state agencies and then, in accordance with statutory limitations, placed in short-term
investments with the exception of the bond funds. All bond proceeds are invested in conjunction with specifications stated in the
bond resolutions.

State law requires the University to deposit the majority of its cash balances with the State Treasurer, who holds and invests the
funds. These investments are managed by the Pooled Money Investment Board (PMIB), which maintains a published investment
policy. The exceptions to this law are any funds maintained in the University’s imprest fund, organizational safekeeping, revenue
bond project and reserve funds and any funds held by external entities on behalf of the University.

Cash balances maintained by the State Treasurer are pooled and are held in a general checking account and other special purpose
bank accounts. The available cash balances beyond immediate need are pooled for short-term investment purposes by PMIB and
are reported at fair value, based on quoted market prices.

The majority of deposit balances not maintained by the State Treasurer are covered by FDIC or collateralized. The University
does not have a formal deposit policy regarding custodial credit risk. However, management has evaluated the financial stability
of the financial institution involved and believes the custodial credit risk is minimal.

Investments. The amount of Emporia State University’s total investments are $12,280,000 and $26,852,037 at June 30, 2019 and
2018, respectively, which are administered by the Kansas Municipal Investment Board and represents funds used for the
construction and remodel of residence halls.

State statutes govern the University’s investment policies. For investments related to the University’s bonds, state statutes permit
cash balances to be invested as permitted by bond documents and bond covenants. The Kansas Municipal Investment Board
manages the University’s revenue bond investments. Allowable investments include:

U.S. Government obligations

Obligations of government-sponsored agencies
Federal funds, unsecured certificates of deposit, time deposits and banker’s acceptances
Deposits — fully insured by FDIC

Certain state or municipal debt obligations

Certain pre-refunded municipal obligations

e Commercial paper

e Investments in money market funds

Repurchase agreements

Stripped securities

Investments in the Municipal Investment Pool Fund
Investment agreements

Guaranteed investment contracts
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 2 - CASH, CASH EQUIVALENTS AND INVESTMENTS - continued

State statutes also govern the investment policies of the PMIB. The primary objectives are to attain safety, liquidity and yield.
Allowable investments for State pooled moneys not held in Kansas financial institutions are as follows:

e Direct obligations of, or obligations that are insured as to principal and interest by, the U.S. Government or any direct
agency thereof, with maturities up to four years

e  Obligations and securities of United States sponsored enterprises that under federal law may be accepted as security for
public funds. Moneys available for investments shall not be invested in mortgage-backed securities of such enterprises,
which include the Government National Mortgage Association

e Repurchase agreements with Kansas banks or with primary government securities dealers

e Interfund loans to various State agencies as mandated by the Kansas Legislature limited to not more than the lesser of 10
percent or $80,000,000 of total investments

e  Certain Kansas agency and IMPACT Act projects and bonds

e Linked deposit loans for agricultural production not to exceed $55,000,000

e High grade commercial paper

The Executive Committee of the Foundation Board of Trustees is responsible for the Foundation’s investment program. The
Investment Committee, created by the Executive Committee, oversees the Foundation’s investments under the advisement of a
consultancy firm with specific expertise in foundation and endowment portfolio management in accordance with the policies
established by the Executive Committee.

The Foundation’s investment program is designed for investing endowed funds and other types of funds with similar long-term
objectives. The return objective for the long-term program is currently 8.0%. Current asset allocation ranges are growth assets
(40% to 70%), risk reduction assets (20% to 60%) and inflation protection assets (5% to 35%). The Investment Committee has
adopted a “total return” approach for the evaluation of the investment risks and returns.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. The University does
not have a formal investment policy that leverages investment maturities as a means of managing its exposure to fair value losses
arising from changing interest rates.

PMIB minimizes interest rate risk structuring the investment portfolio so that securities mature to meet cash requirement for
ongoing operations, thereby avoiding the need to sell securities on the open market prior to maturity, and by investing operating
funds primarily in shorter-term securities.

Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its obligations. The University holds
investments that may have credit risk since the underlying securities may include securities other than those that take the form of
U.S. Treasuries or obligations explicitly guaranteed by the U.S. Government. The investments are unrated and certain investments
have an underlying collateral agreement.

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the University will not be able to
recover the value of the investments that are in the possession of an outside party. Custodial credit risk should not be confused
with market risk, which is the risk that the market value of a security may decline. The University’s investment securities are
exposed to custodial credit risk if the securities are uninsured and unregistered and held by the counterparty, or by its trust
department or agent but not in the University’s name. The University does not have a formal investment policy that addresses
custodial credit risk. However, the University’s custodial credit risk is estimated to be minimal based on the expressed investment
policies of PMIB, KDFA and the Foundation.
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS

June 30,2019 and 2018

NOTE 2 - CASH, CASH EQUIVALENTS AND INVESTMENTS - continued

Concentration of credit risk is the risk of loss attributed to the magnitude of the University’s investment in a single issuer that
exceeds 5 percent or more of its total investments. Investments issued or explicitly guaranteed by the U.S. Government and
investments in mutual funds, external investment pools and other pooled investments are excluded from this requirement. The
University does not have a formal policy regarding the concentration of credit risk. However, management has evaluated the

financial stability of the financial institutions involved and believes the credit risk is minimal.

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable, net of estimated uncollectible amounts, consisted of the following at June 30:

Student tuition and fees

Employees and students

Auxiliary enterprises

Federal, state, and private grants and contracts
Other operating activities

Less allowance for doubtful accounts

Net Accounts Receivable

NOTE 4 - LOANS TO STUDENTS

Student loans made through the Federal Perkins Loan Program comprise substantially all of the loans to students at June 30, 2019
and 2018. The program provides for cancellation of a loan at rates of 10% to 30% per year up to a maximum of 100% if the
participant complies with certain provisions. Historically, the federal government reimburses the University for amounts cancelled
under these provisions. For 2019 and 2018, the University did not receive this reimbursement.

As the University determines that loans are uncollectible and not eligible for reimbursement by the federal government, the loans
are written off and assigned to the U.S. Department of Education. The University has provided an allowance for uncollectible
loans, which, in management’s opinion, is sufficient to absorb loans that will ultimately be written off. At June 30, 2019 and 2018,

2019 2018
3,997,339 $ 3,647,499
36,253 37,201
678,067 674,294
828,127 563,256
404,278 366,656
5,944,064 5,288,906
3,032,776 2,870,670
2,911,288 § 2,418,236

the allowance for uncollectible loans was estimated to be $1,072,571 and $1,743,276, respectively.
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2019 follows:

Capital Assets
(Not depreciated)
Land and improvements
Construction in progress
(Depreciated)
Buildings and improvements
Equipment and furnishings
Vehicles
Infrastructure
Total Capital Assets

Less Accumulated Depreciation
Buildings and improvements
Equipment and furnishings
Vehicles
Infrastructure

Total Accumulated Depreciation

Capital Assets, Net

Capital asset activity for the year ended June 30, 2018 follows:

Capital Assets
(Not depreciated)
Land and improvements
Construction in progress
(Depreciated)
Buildings and improvements
Equipment and furnishings
Vehicles
Infrastructure
Total Capital Assets

Less Accumulated Depreciation
Buildings and improvements
Equipment and furnishings
Vehicles
Infrastructure

Total Accumulated Depreciation

Capital Assets, Net

Beginning Ending
Balance Additions Retirements Balance
$ 959,140 $ 52,729 $ (U 1,011,869
5,509,849 15,110,808 1,080,414 19,540,243
117,010,663 1,939,850 0 118,950,513
8,260,553 933,790 725,435 8,468,908
1,134,514 22,003 48,706 1,107,811
9,143,980 1,700,000 0 10,843,980
142,018,699 19,759,180 1,854,555 159,923,324
53,154,173 2,291,130 0 55,445,303
6,714,230 552,113 711,155 6,555,188
880,798 96,448 48,706 928,540
4,628,499 321,069 0 4,949,568
65,377,700 3,260,760 759,861 67,878,599
$ 76,640,999 $§ 16498420 $ 1,094,694 $ 92,044,725
Beginning Ending
Balance Additions Retirements Balance
$ 959,140 $ 0 S (U 959,140
1,449,419 4,399,434 339,004 5,509,849
116,025,335 985,328 0 117,010,663
8,197,931 200,857 138,235 8,260,553
1,149,684 60,592 75,762 1,134,514
8,918,672 225,308 0 9,143,980
136,700,181 5,871,519 553,001 142,018,699
50,898,710 2,255,463 0 53,154,173
6,304,363 532,879 123,012 6,714,230
863,870 92,689 75,761 880,798
4,299,536 328,963 0 4,628,499
62,366,479 3,209,994 198,773 65,377,700
$ 74,333,702 $ 2,661,525 $ 354228 $ 76,640,999
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EMPORIA STATE UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018
NOTE 6 - DEPOSITS HELD IN CUSTODY FOR OTHERS

Deposits held in custody for others consist primarily of student organizations’ monies administered by the University. Deposits
held in custody for others for year ended June 30, 2019 follows:

Beginning Ending

Balance Additions Deductions Balance
Student organizations $ 703,330 $ 6,887,814  $ 7,223,186  $ 367,958
Stafford, private and wire loans 1,500 25,223,439 25,223,439 1,500
Total Deposits Held for Others $ 704,830 $ 32,111,253  $ 32,446,625 $ 369,458

Deposits held in custody for others for year ended June 30, 2018 follows:

Beginning Ending

Balance Additions Deductions Balance
Student organizations $ 941,580 $ 6,774,901 $ 7,013,151 $ 703,330
Stafford, private and wire loans 3,596 25,730,286 25,732,382 1,500
Total Deposits Held for Others $ 945176  $ 32,505,187 $ 32,745,533  $ 704,830

NOTE 7 - UNEARNED REVENUE

Unearned revenue consists of summer session tuition and fees. The breakdown of unearned revenue is as follows at June 30:

2019 2018
Tuition and fees $ 2,201,352 $ 2,044,423
NOTE 8 - CHANGES IN NONCURRENT LIABILITIES
Noncurrent liability activity for the year ended June 30, 2019 follows:
Beginning Ending Current
Balance Additions Deductions Balance Portion
Bonds payable $ 45,770,000 $ 0$ 1,365,000 $ 44,405,000 $ 2,520,000
Bond premium 1,983,820 0 102,263 1,881,557 102,263
Compensated absences 2,058,790 2,174,207 2,058,790 2,174,207 1,764,427
Net pension liability 12,486,678 0 1,912,390 10,574,288 0
Perkins federal capital
contribution 6,908,839 0 881,385 6,027,454 1,680,602
Postemployment benefits 627,476 0 181,044 446,432 0

Total Noncurrent Liabilities ~ $ 69,835,603 $§ 2,174,207 $ 6,500,872 $ 65,508,938 $§ 6,067,292
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EMPORIA STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
June 30,2019 and 2018

NOTE 8 - CHANGES IN NONCURRENT LIABILITIES - continued

Noncurrent liability activity for the year ended June 30, 2018 follows:

Beginning Ending Current
Balance Additions Deductions Balance Portion
Bonds payable $ 16,635,000 $ 36,075,000 $ 6,940,000 $ 45,770,000 $ 1,365,000
Bond premium 16,105 1,983,820 16,105 1,983,820 102,263
Bond discount (33,501) 33,501 0 0 0
Compensated absences 1,948,379 2,058,790 1,948,379 2,058,790 1,727,686
Net pension liability 13,634,315 0 1,147,637 12,486,678 0
Perkins federal capital
contribution 0 6,908,839 0 6,908,839 821,369
Postemployment benefits 0 627,476 0 627,476 0
Total Noncurrent Liabilities $ 32200298 $§ 47687426 $ 10,052,121 $§ 69,835,603 $  4,016318
NOTE 9 - BONDS OUTSTANDING
Bonds payable as of June 30, 2019 consist of the following:
Kansas Development Finance Authority ESU Projects Revenue Bonds - Series 2017D,
issued in December 2017 in the original amount of $36,075,000. Due in annual installments of
$695,000 to $2,195,000 with final maturity on 5/1/2038. Interest ranges from 3.00% to 5.00%. $35,120,000
Kansas Development Finance Authority Memorial Union Revenue Bonds - Series 2010J,
issued in June 2010 in the original amount of $14,765,000. Due in annual installments of
$565,000 to $1,030,000 with final maturity on 4/1/2030. Interest ranges from 0.75% to 4.45%. 9,285,000
Total Revenue Bonds OQutstanding 44,405,000

NOTE 10 - REVENUE BONDS MATURITY SCHEDULE

Maturities of principal and interest requirements on revenue bonds payable are as follows:

Year Ending June 30, Principal Interest Total

2020 $ 2520000 § 1,726,493 ' $ 4,246,493

2021 2,415,000 1,610,917 4,025,917

2022 2,535,000 1,499,999 4,034,999

2023 2,645,000 1,382,561 4,027,561

2024 2,775,000 1,258,011 4,033,011
2025-2029 12,930,000 4,440,721 17,370,721
2030-2034 10,195,000 2,197,973 12,392,973
2035-2038 8,390,000 665,625 9,055,625

$§ 44,405,000 $ 14,782,300 $ 59,187,300
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NOTE 10 - REVENUE BONDS MATURITY SCHEDULE - continued

Acceleration of Maturity in Event of Default

If an Event of Default shall have occurred and be continuing, the Kansas Development Finance Authority (Authority) may, and
shall upon the written request of the owners of not less than 25% in aggregate principal amount of bonds then outstanding by
notice in writing delivered to the Authority and the University, declare the principal of all Bonds then outstanding and the interest
accrued thereon immediately due and payable, and such principal and interest shall thereupon become and be immediately due and
payable.

An owner means the registered owner of any bond as shown on the bond register maintained by the bond registrar.

If, at any time after such declaration, but before the bonds shall have matured by their terms, all overdue installments of principal
and interest on the bonds, together with the reasonable and proper expenses of the bond registrar and paying agent, and all other
sums then payable by the Authority shall either be paid or provision shall be made for such payment, then and in every such case
the Authority shall, but only with the approval of the owners of not less than 50% in aggregate principal amount of the bonds
outstanding, rescind such declaration and annul such default in its entirety.

NOTE 11 - COMMITMENTS AND CONTINGENT LIABILITIES

As a result of legislation, the University, as an agency of the State of Kansas, is subject to the State of Kansas’ self-insurance
program with regard to comprehensive general liability and personal injury insurance. The University is covered by the State’s
umbrella insurance policies for automobile liability and property insurance. The University is covered by a separate policy for
losses of real property and is self-insured relative to workers’ compensation, medical and unemployment insurance. These areas
include stop-loss provisions that limit the University’s exposure.

In the normal course of operations, the University receives grants and other forms of reimbursement from various federal and state
agencies. These activities are subject to audit by agents of the funding authority, the purpose of which is to ensure compliance
with conditions precedent to providing of such funds. University officials believe that the liability, if any, for any reimbursement
that may arise as the result of audits, would not be material.

NOTE 12 - RETIREMENT PLANS

Defined Contribution Plan

Eligible unclassified employees are required to participate in the Kansas Board of Regents (Regents) defined contribution
retirement plan, which was authorized by K.S.A. 74-4925. This defined contribution program is funded through contributions by
the University and individual employees. The Regents have selected several companies to provide investment options to
participants. Benefits under these plans depend solely on the contributed amounts and the returns earned on the investment of
those contributions. All contributions are fully vested with the first contribution.

For the years ended June 30, 2019 and 2018, active members were required by statute to contribute 5.5% and the University to
contribute 8.5% of the employees’ covered payroll. The University contributed $2,867,047 and $2,637,002 for the years ended
June 30, 2019 and 2018, respectively, and individual employees contributed $1,833,625 and $1,692,174, respectively.

Employees may also elect to participate, up to the maximum dollar amount permitted by the Internal Revenue Code, in a voluntary
tax-sheltered annuity program. The voluntary plan permits employees to designate a part of their earnings into tax-sheltered
investments and thus defer federal and state income taxes on their contributions and the accumulated earnings under the plan.
Participation and the level of employee contributions are voluntary. The employer is not required to make contributions to the
plan.
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NOTE 12 - RETIREMENT PLANS - continued

Pension Plan

Plan description: The University participates in the Kansas Public Employees Retirement System (KPERS) which is a body
corporate and an instrumentality of the State of Kansas. KPERS is the administrator of a cost-sharing multiple-employer defined
benefit pension plan. KPERS’ financial statements are included in its Comprehensive Annual Financial Report which can be
found on the System’s website at www.kpers.org.

Benefits provided. KPERS benefits are established by statute and may only be changed by the Legislature. Members (except
Police and Firemen) with ten or more years of credited service, may retire as early as age 55 (Police and Firemen may be age 50
with 20 years of credited service), with an actuarially reduced monthly benefit. Normal retirement is at age 65, age 62 with ten
years of credited service, or whenever a member’s combined age and years of credited service equal 85 “points” (Police and
Firemen normal retirement ages are age 60 with 15 years of credited service, age 55 with 20 years, age 50 with 25 years, or any
age with 36 years of service).

Monthly retirement benefits are based on a statutory formula that includes final average salary and years of service. When ending
employment, member employees may withdraw their contributions from their individual accounts, including interest. Member
employees who withdraw their accumulated contributions lose all rights and privileges of membership. For all pension groups, the
accumulated contributions and interest are deposited into and disbursed from the membership accumulated reserve fund as
established by K.S.A. 74-4922.

Member employees choose one of seven payment options for their monthly retirement benefits. At retirement a member may
receive a lump-sum payment of up to 50% of the actuarial present value of the member’s lifetime benefit. His or her monthly
retirement benefit is then permanently reduced based on the amount of the lump-sum. Benefit increases, including ad hoc post-
retirement benefit increases, must be passed into law by the Kansas Legislature. Benefit increases are under the authority of the
Legislature and the Governor of the State of Kansas. The retirement benefits are disbursed from the retirement benefit payment
reserve fund as established by K.S.A. 74-4922.

Contributions. K.S.A. 74-4919 and K.S.A. 74-49,210 establish the KPERS member-employee contributions rates. Effective July
1, 2009, KPERS has two benefit structures and contribution rates that depend on whether the employee is a Tier 1 or Tier 2
member. Tier 1 members are active and contributing members hired before July 1, 2009. Tier 2 members were first employed in a
covered position on or after July 1, 2009. Kansas law established the KPERS member-employee contribution rate at 5% of
covered salary for Tier 1 member and 6% of covered salary for Tier 2 members through December 31, 2014. On January 1, 2016,
Kansas law increased the KPERS member-employee contribution rate to 6% of covered salary for Tier | members; however, the
Tier 2 member-employee contribution rate remained at 6% of covered salary. Member employee’s contributions are withheld by
their employer and paid to KPERS according to the provisions of Section 414(h) of the Internal Revenue Code.

State law provides that the employer contribution rates be determined based on the results of each annual actuarial valuation.
KPERS is funded on an actuarial reserve basis. Kansas law sets a limitation on annual increases in the employer contribution
rates. The actuarially determined employer contribution rate (not including the 1.00% contribution rate for the Death and
Disability Program) and the statutory contribution rate was 12.01% for the fiscal year end June 30, 2018 and 13.21% for the fiscal
year June 30, 2019. Contributions to the pension plan from the University were $885,845 and $857,510 for the years ended June
30,2019 and 2018, respectively.

Certain employees, due to their job types, participate in the Kansas Police and Fireman’s Fund (KP&F). Benefit provisions are
established by State statute and provide retirement, disability, and death benefits to benefit eligible employees. KP&F issues an
annual financial report that includes financial statements and required supplementary information. The report is available upon
request from KP&F. Active KP&F members were required by statute to contribute 7.15% for the years ended June 30, 2019 and
2018 and the University was required to contribute 20.05% and 18.99%, respectively, of the employee’s covered payroll. The
Kansas Legislature establishes, and may amend, active plan members’ and the University’s contribution rates. Contributions to the
pension plan from the University were $82,985 and $71,403 for the years ended June 30, 2019 and 2018, respectively.
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NOTE 12 - RETIREMENT PLANS - continued

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions

At June 30, 2019 and 2018, the University reported a liability of $10,574,288 and $12,486,678, respectively, for its proportionate
share of the net pension liability. The net pension liability was measured as of June 30, 2018, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of December 31, 2017, which was rolled forward to
June 30, 2018. The University’s proportion of the net pension liability was based on the ratio of the University’s actual
contributions to KPERS, relative to the total employer and nonemployer contributions of the State/School subgroup within KPERS
for the fiscal year ended June 30, 2018. The contributions used exclude contributions made for prior service, excess benefits and
irregular payments. At June 30, 2018, the University’s proportion was .151509%, which was a decrease of .023891% from its
proportion measured as of June 30, 2017. As of June 30, 2018, the University’s proportion of the total contributions made to the
Police and Fire group within KPERS was .071775%, which was a .00304% decrease from its proportion measured as of June 30,
2017.

For the year ended June 30, 2019 and 2018, the University recognized pension expense of $164,757 and $887,199, respectively.
At June 30, 2019, the University reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Difference between expected and actual experience $ 42,199 $ 432,242
Net difference between projected and actual earnings
on pension plan investments 187,514 0
Changes in proportion and differences between agency
contributions and proportionate share of contributions 110,031 2,345,545
Changes of assumptions 408,280 10,446
ESU's contributions subsequent to measurement 968,831 0
Total $ 1,716,855 $ 2,788,233

$968,831 reported as deferred outflows of resources related to pensions resulting from the University’s contributions subsequent to
the measurement date will be recognized as a reduction of the net pension liability for the year ended June 30, 2020. Other
amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Plan Year Ending June 30,
2019 $ (422,349)
2020 (463,874)
2021 (688,263)
2022 (391,633)
2023 (74,090)
$ (2,040,209)
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Actuarial assumptions. The total pension liability was determined by an actuarial valuation as of December 31, 2017, which was
rolled forward to June 30, 2018, using the following actuarial assumptions, applied to all periods included in the measurement:

Actuarial cost method Entry age normal

Inflation 2.75

Salary increases 3.50% to 12.0%, including inflation

Investment rate of return 7.75% compounded annually, net of investment

expense, including price inflation

Mortality rates were based on the RP 2014 Mortality tables, with age setbacks and age set forwards as well as other adjustments
based on different membership groups. Future mortality improvements are anticipated using Scale MP-2016.

The actuarial assumptions used in the December 31, 2017 valuation were based on the results of an actuarial experience study
conducted for the period January 1, 2013 through December 31, 2015. The experience study is dated November 18, 2016.

The long-term expected rate of return on pension plan investments was determined using a building-block method in which best
estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term expected rate of return by weighting
the expected future real rates of return by the target asset allocation percentage and by adding expected inflation. Best estimates of
arithmetic real rates of return for each major asset class as of the most recent experience study, dated November 18, 2016, as
provided by the KPERS’ investment consultant, are summarized in the following table:

Long-Term Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Global equity 47% 6.85%
Fixed income 13% 1.25%
Yield driven 8% 6.55%
Real return 11% 1.711%
Real estate 11% 5.05%
Alternatives 8% 9.85%
Short-term investments 2% (0.25%)

Total 100%

Discount rate. The discount rate used to measure the total pension liability was 7.75%. The projection of cash flows used to
determine the discount rate was based on member and employer contributions as outlined in the separately issued KPERS financial
report.

Sensitivity of the University’s proportionate share of the net pension liability to changes in the discount rate. The following
presents the University’s proportionate share of the net pension liability calculated using the discount rate of 7.75%, as well as
what the University’s proportionate share of the net pension liability would be if it were calculated using a discount rate that is 1
percentage point lower (6.75%) or 1 percentage point higher (8.75%) than the current rate:

Current
1% Decrease Dis count Rate 1% Increase
(6.75%) (7.75%) 8.75%)
ESU's proportionate share of the
net pension liability $ 14294929  $ 10,574,288  $ 7,429,728

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is available in the
separately issued KPERS financial report.
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NOTE 13 - OTHER POSTEMPLOYMENT BENEFIT PLAN (OPEB) LONG-TERM DISABILITY

Description. The University participates in the State’s long term disability program which is administered by KPERS. The plan
provides long-term disability benefits and life insurance benefits for disabled members to KPERS members, as provided by K.S.A.
74-04927. The plan is administered through a trust held by KPERS that is funded to pay annual benefit payments. Because the
trust’s assets are used to pay employee benefits other than OPEB, no assets are accumulated in a trust that meets the criteria in
paragraph 4 of GASB Statement 75. There is no stand-alone financial report for the plan.

Benefits Provided. Benefits are established by statute and may be amended by the KPERS Board of Trustees. The Plan provides
long-term disability benefits equal to 60% (prior to January 1, 2006, 66 2/3%) of annual compensation, offset by other benefits.
Members receiving long-term disability benefits also receive credit towards their KPERS retirement benefits and have their group
life insurance coverage continued under the waiver of premium provision.

Long-term Disability Benefit. Monthly benefit is 60% of the member’s monthly compensation, with a minimum of $100 and
maximum of $5,000. The monthly benefit is subject to reduction by deductible sources of income, which include Social Security
primary disability or retirement benefits, worker’s compensation benefits, other disability benefits from any other source by reason
of employment, and earnings from any form of employment. If the disability begins before age 60, benefits are payable while
disability continues until the member’s 65 birthday or retirement date, whichever occurs first. If the disability occurs after age
60, benefits are payable while disability continues, for a period of 5 years or until the member retires, whichever occurs first.
Benefit payments for disabilities caused or contributed to by substance abuse or non-biologically based mental illnesses are limited
to the term of the disability or 24 months per lifetime, whichever is less. There are no automatic cost-of-living increase provisions.
KPERS has the authority to implement an ad hoc cost-of living increase.

Group Life Waiver of Premium Benefit. Upon the death of an employee who is receiving monthly disability benefits, the plan
will pay a lump-sum benefit to eligible beneficiaries. The benefit amount will be 150% of the greater of the member’s previous 12
months of compensation at the time of the last date on payroll. If the member has been disabled for 5 or more years, the annual
compensation or salary rate at the time of death will be indexed using the consumer price before the life insurance benefit is
computed. The indexing is based on the consumer price index, less one percentage point, to compute the death benefit. If a
member is diagnosed as terminally ill with a life expectancy of 12 months or less, the member may be eligible to receive up to
100% of the death benefit rather than having the benefit paid to the beneficiary. If a member retires or disability benefits end, the
member may convert the group life insurance coverage to an individual life insurance plan.

Members Covered by Benefit Terms. At June 30, 2019, there were 204 active members and 11 disabled members were covered
by the benefit terms.

Total OPEB Liability. The University’s total OPEB liability of $446,432 was measured as of June 30, 2018, and was determined
by an actuarial valuation as of December 31, 2017, which was rolled forward to June 30, 2018.

Actuarial assumptions and other inputs. The total OPEB liability in the December 31, 2017 actuarial valuation was determined
using the following actuarial assumptions and other inputs, applied to all periods included in the measurement, unless otherwise
noted:

Price inflation 2.75%

Payroll growth 3.00%

Salary increases, including inflation 3.50% to 10.0%, including price inflation
Discount rate 3.58% to 3.87%

Healthcare cost trend rates Not applicable for the coverage in this plan
Retiree share of benefit cost Not applicable for the coverage in this plan

The discount rate was based on the Bond Buyer General Obligation 20-Bond Municipal Index.

Mortality rates were based on the RP 2014 Mortality tables, as appropriate, with adjustment for mortality improvements based on
Scale MP-2018. The actuarial assumptions used in the June 30, 2018 valuation were based on actuarial experience study for the
period July 1, 2014 to June 30, 2016. Other demographic assumptions are set to be consistent with the actuarial assumptions
reflected in the December 31, 2017 KPERS pension valuation.
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NOTE 13 - OTHER POSTEMPLOYMENT BENEFIT PLAN (OPEB) LONG-TERM DISABILITY - continued

The following table presents the components of the University’s annual OPEB cost for the year and changes in the University’s net
OPEB liability.

Net OPEB, June 30, 2018 $ 627476
Current year changes:
Service cost 27,208
Interest on total OPEB liabiltiy 21,172
Effect of of economic/demographic gains or loses (99,000)
Effect of of economic/demographic gains or loses (2,723)
Benefit payments (127,701)
Decrease in net OPEB obligation (181,044)
Net OPEB obligation June 30, 2019 $ 446,432

Changes of assumptions. Changes of assumptions and other inputs reflect the effects of changes in the discount rate each period.
The discount rate increased from 3.58% on June 30, 2017 to 3.87% on June 30, 2018.

Sensitivity of the total OPEB liability to changes in the discount rate. The following presents the total OPEB liability of the
University, as well as what the University’s total OPEB liability would be if it were calculated using a discount rate that is 1
percentage point lower (2.87%) or 1 percentage point higher (4.87%) than the current discount rate:

Current
1% Decrease Discount Rate 1% Increase
2.87%) (3.87%) 4.87%)
Total OPEB liability $ 455592 $ 446,432  $ 436,844

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates. The healthcare trend rates do not affect the
liabilities related to the long-term disability benefits sponsored by KPERS. Therefore, there is no sensitivity to a change in
healthcare trend rates.

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB

For the year ended June 30, 2019 the University recognized OPEB expense of $36,622. At June 30, 2019 the University reported
deferred outflows of resources and deferred inflows of resources related to OPEB from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Difference between expected and actual experience $ 03 88,783
Changes of assumptions 0 12,120
Benefit payments subsequent to the measurement date 127,701 0
Total $ 127,701  § 100,903
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NOTE 13 - OTHER POSTEMPLOYMENT BENEFIT PLAN (OPEB) LONG-TERM DISABILITY - continued

The deferred outflow of resources related to the benefit payments subsequent to the measuring date totaling $127,701 consist of
payments made to KPERS for benefits and administrative costs, and will be recognized as a reduction in the total OPEB liability
during the year ended June 30, 2020. Other amounts reported as deferred outflows of sources and deferred inflows of resources

related to OPEB will be recognized in the OPEB expense as follows:

Plan Year Ending June 30,

2019 $ (11,758)

2020 (11,758)

2021 (11,758)

2022 (11,758)

2023 (11,758)
Thereafter (42,113)

$ (100,903)

NOTE 14 — OPERATING EXPENSES BY NATURAL CLASSIFICATION

The University’s operating expenses by natural classification for the years ended June 30, 2019 and June 30, 2018 follows:

Compensation Supplies Scholarships  Other Fiscal Year Fiscal Year
and Contractual and and Operating 2019 2018
Benefits Services Materials  Utilities Fellowships Expense Depreciation Total Total
Educational and General
Instruction $28,841,331 1,410,007  $531,749 $0  $301,261  $673,949 $0 $31,758,297  $32,053,838
Research 376,413 106,756 67,752 0 47,853 43,288 0 642,062 733,056
Public service 1,814,848 1,146,765 153,695 0 138,726 73,146 0 3,327,180 2,702,197
Academic support 7,758,401 3,237,136 148,912 0 54,132 566,517 0 11,765,098 11,639,408
Student services 4,236,208 1,153,558 365,296 0 52,951 208,218 0 6,016,231 6,180,754
Institutional support 4,857,173 1,587,420 72,549 0 0 74,302 0 6,591,444 6,007,745
Operations and maintenace
of plant 5,028,464 475,548 416,742 1,678,999 0 929,766 0 8,529,519 10,712,840
Scholarships & fellowships 0 0 0 0 6,917,894 0 0 6,917,894 7,463,142
Depreciation 0 0 0 0 0 0 3,260,759 3,260,759 3,209,994
Aucxiliary Enterprises
Athletics 2,176,271 764,764 787,592 0 1,710,319 1,126 0 5,440,072 5,191,668
Assessment 0 348 400 0 0 0 0 748 986
Parking 154,747 30,860 8,000 0 0 2,779 0 196,386 195,084
Residential Life 1,233,205 321,606 202,826 321,700 0 11,299 0 2,090,636 2,125,991
Student Health 628,868 83,864 62,580 0 0 1,884 0 777,196 749,877
Total Operating
Expenses FY 2019 $57,105,929 10,318,632 $2,818,093 $2,000,699 $9,223,136 $2,586,274 $3,260,759 $87,313,522
Total Operating
Expenses FY 2018 $57,255,545  $9,193,960 $2,967,322 $2,006,862 $9,694,582 $4,638,315 $3,209,994 $ 88,966,580
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NOTE 15 - COMPONENT UNITS

The following disclosure meets the requirements in GASB Statement 14, The Financial Reporting Entity, paragraph 61 and GASB
Statement 34, Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local Governments,
paragraph 128. It also complies with GASB Statement No. 39, Determining Whether Certain Organizations Are Component
Units, which is an amendment of GASB Statement No. 14.

Memorial Union Corporation

Memorial Union Corporation (the Union) provides services to the students, faculty and other parties associated with Emporia State
University. It is a component unit of the University. These services include campus dining services, sponsorship and support of
student organizations, programs for University students, leasing space to University support functions including the bookstore, and
scheduling of campus facilities for non-university functions.

The Union prepares its financial statements in accordance with Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) 958. Under FASB ASC 958, the Union is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets.

A contract between the Union and Sodexo Management, Inc. (Sodexo) provides for the operation of all dining services within the
Union. The agreement calls for Sodexo to provide contract board meals to the Union at a contracted price and to remit a
commission to the Union on cash sales generated by Sodexo. The Union's board of directors approved a ten-year agreement with
Sodexo on July 8, 2009 with five options to extend the contract for an additional year. On May 2, 2019, the University signed a
five year extension agreement which will be effective through May 17, 2024. Meal plan rates are reviewed and adjusted annually
based on mutual agreement between Sodexo and the Union. An addendum to the contract stating the agreed upon rates is prepared
annually. Contract board meals, the largest single source of revenue for the Union, provided $2,333,325 in revenues which
accounted for 67.3% of total revenues.

Emporia State University Foundation

Emporia State University Foundation, Inc. (the Foundation) provides scholarships to students and various other types of support to
the University and its Alumni. The Foundation is supported primarily through donor contributions. The Foundation is a separately
administered organization that is a component unit of Emporia State University and the State of Kansas. The Foundation’s
financial statements are included in summary form in the State of Kansas’ comprehensive annual financial report.

Investments in equity securities having a readily determinable fair value and in all debt securities are carried at fair value.
Alternative investments are valued using the most recent valuation available by the respective external fund manager. The fair
value of certain alternative investments, such as the private equity and natural resources limited partnerships, are recorded at net
asset value (NAV), as a practical expedient based on the most recent valuations provided by external investment managers,
adjusted for cash receipts and disbursements through June 30. The Foundation compares this carrying value to the June 30
investment statements provided by the external investment managers and believes the carrying value of these financial instruments
is a reasonable estimate of fair value. Other investments are valued at the lower of cost (or fair value at time of donation, if
acquired by contribution) or fair value.
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Investments for the Foundation at June 30, 2019 and 2018 consisted of the following:

2019 2018

Cash-unsettled trades $ 0 $ 3,286,668
Money markets accounts 552,093 1,405,653
Certificates of deposit 256,974 254,429
Cash surrender value of life insurance 871,051 933,239
Fixed income mutual funds

Intermediate-term bond 9,580,034 8,375,197

Other fixed income mutual funds 4,933,637 4,311,318
Equity mutual funds

Domestic equities 18,767,891 19,049,462

International equities 28,336,242 22,091,913

Other equity mutual funds 4,403,098 4,436,070
U.S. Savings bonds 0 83,770
Hedge funds and fixed income partnerships 13,326,632 15,159,971
Real estate and real estate partnerships 5,530,946 5,304,519
Private equity and natural

resources limited partnerships 8,983,654 8,085,424

$ 95542252 $ 92,777,633

The following tables present the fair value measurements of assets and liabilities recognized in the accompanying statements of
financial position measured at fair value on a recurring basis and the level within the fair value hierarchy in which the fair value
measurements fall at June 30, 2019 and 2018:

2019
Fair Value Level 1 Level 2 Level 3
Money market accounts $ 552,093 $ 552,093 $ 0 $ 0
Fixed income mutual funds
Intermediate-term bond 9,580,034 9,580,034 0 0
Other fixed income mutual funds 4,933,637 4,933,637 0 0
Equity mutal funds
Domestic equities 18,767,891 18,767,891 0 0
International equities 28,336,242 28,336,242 0 0
Other equity mutual funds 4,403,098 4,403,098 0 0
Real estate 632,220 0 632,220 0
Total investments 67,205,215 66,572,995 632,220 0
Beneficial interests in trusts 9,312,800 0 214,522 9,098,278
$§ 76518015 § 66,572,995 § 846,742 $ 9,098,278
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2018
Fair Value Level 1 Level 2 Level 3
Money market accounts $ 1,405,653 $ 1,405,653 $ 09 0
Fixed income mutual funds
Intermediate-term bond 8,375,197 8,375,197 0 0
Other fixed income mutual funds 4,311,318 4,311,318 0 0
Equity mutal funds
Domestic equities 19,049,462 19,049,462 0 0
International equities 22,091,913 22,091,913 0 0
Other equity mutual funds 4,436,070 4,436,070 0 0
U.S. Savings bonds 83,770 0 83,770 0
Real estate 660,520 0 660,520 0
Total investments 60,413,903 59,669,613 744,290 0
Beneficial interests in trusts 9,472,602 0 286,855 9,185,747
$ 69,886,505 $§ 59,669,613 $ 1,031,145 $ 9,185,747

Investments included in the fair value hierarchy above reconcile to the statements of financial position as follows:

Investments recorded at

Fair value and included above

Assets not at fair value
Net asset value

Total investments and beneficial

interests in trusts
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Contributions receivable at June 30, 2019 and 2018 consisted of the following unconditional promises to give discounted at a rate
of 5.25% and 5.00%, respectively:

2019 2018
Due within one year $ 2,053,495 $ 1,937,820
Due in one to five years 5,587,347 4,216,132
Due in more than five years 1,229,386 1,663,654
8,870,228 7,817,606
Less
Allowance for uncollectible contributions 356,751 269,084
Unamortized discount 1,312,119 1,179,925

$ 7,201,358 $ 6,368,597
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