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KPMG!

KPMG LLP
515 Broadway
Albany, NY 12207-2974

Independent Auditors’ Report

The Board of Trustees
Syracuse University:

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Syracuse University and subsidiaries
(the University), which comprise the consolidated statements of financial position as of June 30, 2018 and
2017, the related consolidated statements of activities and cash flows for the years then ended, and the related
notes to the consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

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

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

the financial position of Syracuse University as of June 30, 2018 and 2017, and the changes in its net assets
and its cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.



KPMG

Emphasis of Matters

As discussed in Note 2(m) to the consolidated financial statements, during the year ended June 30, 2018, the
University adopted Financial Accounting Standards Board Accounting Standards Update (ASU) No. 2016-14,
Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities (ASU 2016-
14), and ASU No. 2017-07, Compensation — Retirement Benefits (Topic 715): Improving the Presentation of
Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost (ASU 2017-07). Our opinion is not
modified with respect to these matters.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 25, 2018
on our consideration of the University's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to solely describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the University’s internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the University’s internal
control over financial reporting and compliance.

KPMe LIP

September 25, 2018



SYRACUSE UNIVERSITY
Consolidated Balance Sheets
June 30, 2018 and 2017

(Thousands of dollars)

Assets 2018 2017
Cash and cash equivalents $ 299,986 $ 224,562
Interest rate swap agreements collateral 14,600 28,700
Receivables, net 150,403 140,243
Other assets 30,497 31,846
Investments 1,405,498 1,307,112
Land, land improvements, buildings, equipment, and collections, net 1,130,734 1,119,870
Total assets $ 3,031,718 $ 2,852,333
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued liabilities $ 136,664 $ 142,774
Deposits and deferred revenues 77,570 74,207
Asset retirement obligations 20,956 21,506
Accrued postretirement benefit obligation 49,572 54,171
Capital lease obligation 2,796 2,933
Interest rate swap agreements 57,444 76,256
Long-term debt 429,527 435,228
Refundable government student loan funds 27,891 27,669
Total liabilities 802,420 834,744
Net assets:
Without donor restrictions 1,467,737 1,323,231
With donor restrictions 761,561 694,358
Total net assets 2,229,298 2,017,589
Total liabilities and net assets $ 3,031,718 $ 2,852,333

See accompanying notes to consolidated financial statements.



SYRACUSE UNIVERSITY
Consolidated Statement of Activities

Year ended June 30, 2018
(With Comparative Totals for the Year ended June 30, 2017)

(Thousands of dollars)

Without donor With donor 2018 2017
restrictions restrictions total total
Operating revenues:
Tuition and fees, net of financial aid of
$324.7 million in 2018 and $319.2
million in 2017 $ 602,356 $ 602,356 $ 557,597
Contributions, excluding contributions
to endowments 40,494 % 19,497 59,991 55,078
Grants and contracts 86,781 86,781 84,563
Investment return, including distributions
from endowments 53,546 53,546 53,759
Auxiliaries, net of financial aid of
$5.9 million in 2018 and $6.0 million
in 2017 175,880 175,880 172,995
Other 68,250 68,250 68,784
Net assets released from restrictions 13,215 (13,215)
Total operating revenues 1,040,522 6,282 1,046,804 992,776
Operating expenses:
Instruction and departmental research 396,951 396,951 387,727
Sponsored research and other programs 72,797 72,797 69,428
Academic support 119,651 119,651 118,847
Student services 120,524 120,524 117,083
Institutional support 110,054 110,054 108,586
Auxiliaries 134,712 134,712 131,761
Total operating expenses 954,689 954,689 933,432
Increase in net assets
from operating activities 85,833 6,282 92,115 59,344

Nonoperating activities:
Contributions to endowments 26,954 26,954 20,612
Returns from investments and other
financial instruments, excluding

distributions from endowments 53,968 33,967 87,935 116,801
Postretirement benefit obligation changes

other than service cost 4,705 4,705 868
Increase in net assets

from nonoperating activities 58,673 60,921 119,594 138,281

Increase in net assets 144,506 67,203 211,709 197,625

Net assets at beginning of year 1,323,231 694,358 2,017,589 1,819,964

Net assets at end of year $ 1,467,737 $ 761561 $ 2,229,298 $ 2,017,589

See accompanying notes to consolidated financial statements.



SYRACUSE UNIVERSITY

Consolidated Statement of Activities

Year ended June 30, 2017

Operating revenues:
Tuition and fees, net of financial aid of
$319.2 million in 2017
Contributions, excluding contributions
to endowments
Grants and contracts
Investment return, including distributions
from endowments
Auxiliaries, net of financial aid of
$6.0 million
Other
Net assets released from restrictions

Total operating revenues

Operating expenses:
Instruction and departmental research
Sponsored research and other programs
Academic support
Student services
Institutional support
Auxiliaries

Total operating expenses

Increase in net assets
from operating activities

Nonoperating activities:
Contributions to endowments
Returns from investments and other
financial instruments, excluding
distributions from endowments
Postretirement benefit obligation changes
other than service cost

Increase in net assets
from nonoperating activities

Increase in net assets
Net assets at beginning of year

Net assets at end of year

See accompanying notes to consolidated financial statements.

(Thousands of dollars)

Without donor With donor 2017
restrictions restrictions total
557,597 $ 557,597
33,328 $ 21,750 55,078
84,563 84,563
53,759 53,759
172,995 172,995
68,784 68,784
10,623 (10,623)
981,649 11,127 992,776
387,727 387,727
69,428 69,428
118,847 118,847
117,083 117,083
108,586 108,586
131,761 131,761
933,432 933,432
48,217 11,127 59,344
20,612 20,612
72,280 44,521 116,801
868 868
73,148 65,133 138,281
121,365 76,260 197,625
1,201,866 618,098 1,819,964
1,323,231 % 694,358 $ 2,017,589




SYRACUSE UNIVERSITY
Consolidated Statements of Cash Flows
Years ended June 30, 2018 and 2017

(Thousands of dollars)

2018 2017

Cash flows from operating activities:
Change in net assets $ 211,709 $ 197,625
Adjustments to reconcile change in net assets to net cash provided by
operating activities:

Postretirement benefit obligation changes other than service cost (4,705) (868)
Depreciation and amortization 74,320 73,682
Changes in fair value of investments and financial instruments (121,342) (155,062)
Gifts of property and equipment (830) (2,643)
Contributions restricted for investment and physical facilities (34,998) (27,277)
Changes in operating assets and liabilities:
Receivables, net (9,197) (6,732)
Other assets 79 3,001
Accounts payable and accrued liabilities (11,747) 260
Deposits and deferred revenues 3,363 12,526
Asset retirement obligations (550) (268)
Accrued postretirement benefit obligation 106 153
Net cash provided by operating activities 106,208 94,397
Cash flows from investing activities:
Loans made to students (6,822) (5,426)
Loans paid by students 5,859 5,450
Purchases of investments (208,327) (270,977)
Sales and maturities of investments 213,517 283,865
Purchases of land, land improvements, buildings, equipment, and collections (79,129) (85,766)
Net cash used in investing activities (74,902) (72,854)
Cash flows from financing activities:
Contributions restricted for investment and physical facilities 34,998 27,277
Payments of long-term debt (5,065) (4,890)
Payments of capital lease obligation (137) (115)
Changes in interest rate swap agreements collateral 14,100 33,700
Change in funds held by bond trustee, net of purchases and sales by bond
trustee 11,780
Change in refundable government student loan funds 222 110
Net cash provided by financing activities 44,118 67,862
Net increase in cash and cash equivalents 75,424 89,405
Cash and cash equivalents at beginning of year 224,562 135,157
Cash and cash equivalents at end of year $ 299,986 $ 224,562
Supplemental disclosure:
Interest paid $ 18,230 $ 18,886
Increase (decrease) in accounts payable for land, land improvements,
buildings, equipment, and collections $ 5861 $ (4,043)

See accompanying notes to consolidated financial statements.



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

(1) Organization

Syracuse University (the University) is a private, coeducational and residential university granted a charter
by the State of New York in 1870. The University operates under the direction of an independent Board of
Trustees as an education corporation under the New York Not-for-Profit Corporation Law. The University
has a total enrollment of approximately 22,500 students, including approximately 15,300 full-time
undergraduate and law students, approximately 4,000 full-time master’s and doctoral students, and
approximately 3,200 part-time students. Geographically, the undergraduate student body represents

49 states and 87 foreign countries. The University offers approximately 500 degree and certificate
programs in the following 13 schools and colleges: the School of Architecture; the College of Arts and
Sciences; the School of Education; the College of Engineering and Computer Science; the Graduate
School; the David B. Falk College of Sport and Human Dynamics; the School of Information Studies; the
College of Law; the Martin J. Whitman School of Management; the Maxwell School of Citizenship and
Public Affairs; the S.I. Newhouse School of Public Communications; the College of Visual and Performing
Arts; and University College.

(2) Summary of Significant Accounting Policies
(a) Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with
U.S. generally accepted accounting principles (GAAP), and include the accounts of Syracuse
University, Syracuse University (USA) London Program, SU Istanbul Egitim Destek Ve Danisma
Hizmetleri Ticaret Limited Sirketi, Drumlins, Inc., Orange Insurance Company, LLC, Syracuse
University Alumni Association, Inc. and Syracuse University Hotel and Conference Center LLC.

(b) Reclassifications

Certain reclassifications have been made to the 2017 information to conform to the 2018 presentation
that are primarily related to changes in the functional classification of athletic programs from auxiliaries
to student services.

(c) Net Asset Classes

The accompanying consolidated financial statements present information regarding the University’s
financial position and activities according to two classes of net assets: without donor restrictions and
with donor restrictions.

Without donor restrictions net assets are not subject to donor stipulations restricting their use, but
may be designated for specific purposes by the University or may be limited by contractual
agreements with outside parties.

With donor restrictions net assets are subject to donor stipulations that expire by the passage of
time, can be fulfilled by actions pursuant to the stipulations, or which may be perpetual.

7 (Continued)



(d)

(e)

(f)

(9)

(h)

SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

Contributions

Contributions, including unconditional pledges, are recognized at their fair values as revenues when
donors’ commitments are received. Conditional pledges become unconditional and are recognized as
revenues when the conditions are substantially met. Unconditional pledges, net of an allowance for
doubtful amounts, are reported at their estimated net present values, and are classified as with donor
restrictions. Gifts whose restrictions are met in the same fiscal year as their receipt are reported as
contributions without donor restrictions. Similarly, purpose-restricted investment returns earned during
the same fiscal year in which those restrictions are met are reported as investment return without donor
restrictions.

Cash and Cash Equivalents

Investments acquired with an original maturity date of three months or less are reported as cash
equivalents, unless they are part of long-term investment funds.

Investments

Investments are reported at estimated fair value. The values of publicly traded fixed income and equity
securities are based on quoted market prices and exchange rates. Nonmarketable securities include
alternative investments in hedge funds and private partnership funds. In the absence of readily
determinable public market values, alternative investments are valued using current net asset values or
the equivalent as a practical expedient to approximate fair values. The University believes the carrying
amounts of these financial instruments are reasonable estimates of fair value. The estimates, because
of the inherent uncertainty of valuations for these investments, may differ from the values that would
have been used had ready markets existed.

Funds Held by Bond Trustee

Unspent bond proceeds are held by the bond trustee and are invested in money market vehicles and
individual bond issues classified as Level 1 in the fair value hierarchy.

Land, Land Improvements, Buildings, Equipment, and Collections

Land, land improvements, buildings, equipment, and the library collections are stated at cost or fair
value at date of donation, exclusive of the library’s special collection, which is recorded at the
University’s estimate. The art collection is recorded at appraised value adjusted for accessions and
deaccessions. Depreciation is recognized using the straight-line method with useful lives of twenty or
forty years for buildings, five years for equipment, ten years for library collections, excluding special
collections, and one hundred years for art and library special collections. Depreciation expense for
buildings and land improvements is allocated to functional classifications based on square footage.
Depreciation expense for equipment is allocated to functional classifications based on the functional
classifications of the departments in which equipment is located, and depreciation expense for
collections is allocated to the academic support functional classification.

8 (Continued)



(i)
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(k)
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SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

Fair Value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into
three broad levels. The three levels of the fair value hierarchy are:

Level 1 — inputs are quoted prices in active markets for identical assets or liabilities that the
University has the ability to access at the measurement date.

Level 2 — inputs are other than quoted prices included in Level 1 that are either directly or indirectly
observable for the assets or liabilities.

Level 3 — inputs are unobservable and are derived from valuation methodologies, including pricing
models, discounted cash flow models and similar techniques, and are not based on market,
exchange, dealer, or broker-traded transactions.

The level in the fair value hierarchy within which a fair value measurement in its entirety falls is based
on the lowest level input that is significant to the fair value measurement in its entirety.

Investments reported at net asset value or its equivalent (NAV) as a practical expedient to estimate fair
value are not classified in the fair value hierarchy.

Operations

The consolidated statements of activities present expenses by functional classification and reflect a
subtotal for the change in net assets from operations. This subtotal reflects all transactions increasing
or decreasing net assets without donor restrictions except those items associated with certain long-
term investment returns, actuarial adjustments to self-insurance liabilities, changes in postretirement
benefit obligations other than service cost and changes in the fair value of other financial instruments.
Operation and maintenance of plant and depreciation are allocated to the functional expense line items
based on relative square footage of facilities used for such functions and interest expense is allocated
based on the functional purpose for which the debt proceeds were used.

Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and judgments that affect the reported amounts of assets and liabilities and disclosures of
contingencies at the dates of the financial statements and the reported amounts of revenues and
expenses during the reporting periods. Significant estimates made in the preparation of these
consolidated financial statements include valuation of investments at fair value, estimated net
realizable value of receivables, asset retirement obligations, and actuarially determined employee
benefit and self-insurance liabilities. Actual results could differ from estimates.

Income Taxes

The University is a tax-exempt organization as described in Section 501(c)(3) of the Internal Revenue
Code and is generally exempt from income taxes pursuant to Section 501(a) of the Internal Revenue
Code. Orange Insurance Company, LLC and Syracuse University Hotel and Conference Center LLC,
are wholly owned by the University and are reported in the University’s income tax filings. Syracuse
University Alumni Association, Inc. is a tax-exempt organization, of which the University is the sole
member that files its own tax returns. Drumlins, Inc. is a taxable subsidiary of the University and files its

9 (Continued)



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

own tax returns. The Syracuse University (USA) London Program, created for the advancement of
education, is a registered charity under the laws of England. The SU Istanbul Program (SU Istanbul
Egitim Destek Ve Danisma Hizmetleri Ticaret Limited Sirketi), created to promote the University’s
educational activities in Turkey, is a limited liability company established in accordance with the
provision of the Turkish Commercial Code. Its operations are governed by the laws of the Republic of
Turkey. The income tax consequences, if any, from these entities are reflected in the consolidated
financial statements, and do not have a material effect, individually or in the aggregate, on the
University’s consolidated financial statements. The University believes it has taken no significant
uncertain tax positions.

On December 22, 2017, the President signed into law H.R. 1, originally known as the Tax Cuts and
Jobs Act. The new law includes several provisions that result in substantial changes to the tax
treatment of tax-exempt organizations and their donors. The University has reviewed these provisions
and the potential impact and concluded the enactment of H.R. 1 will not have a material effect on its
operations.

(m) Recent Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. The primary
changes, which affect the look and feel of most not-for-profit financial statements, include revisions to
simplify and enhance the presentation of net assets, a requirement to present functional and natural
expenses in a single location, and expanded disclosures regarding liquidity and availability of
resources. The ASU is effective for fiscal years beginning after December 15, 2017. Early adoption is
permitted. In fiscal 2018, the University retrospectively adopted this standard. A summary of the net
asset reclassifications resulting from the adoption of ASU 2016-14 as of July 1, 2016 is as follows (in
thousands of dollars):

10 (Continued)



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

ASU 2016-14 Classifications

Without donor With donor Total Net
restrictions restrictions Assets
2017 beginning of year net assets
as previously presented:
Unrestricted $ 1,188,230 $ 1,188,230
Temporarily restricted $ 195,888 195,888
Permanently restricted 435,846 435,846
2017 beginning of year net assets
as previously presented 1,188,230 631,734 1,819,964
Reclassifications to implement ASU 2016-14:
Underwater endowments 13,636 (13,636)
2017 beginning of year net assets
as reclassified $ 1,201,866 $ 618,098 $ 1,819,964
2018 beginning of year net assets
as previously presented:
Unrestricted $ 1,316,335 $ 1,316,335
Temporarily restricted $ 241,898 241,898
Permanently restricted 459,356 459,356
2018 beginning of year net assets
as previously presented 1,316,335 701,254 2,017,589
Reclassifications to implement ASU 2016-14:
Underwater endowments 6,896 (6,896)
2018 beginning of year net assets
as reclassified $ 1,323,231 $ 694,358 $ 2,017,589

The adoption of the standard requires reclassification in the statement of activities, decreasing net
assets with donor restriction and increasing net assets without donor restriction in returns from
investments and other financial instruments, excluding distributions from endowments by $6,740 for the
year ended June 30, 2017.

In March 2017, the FASB issued ASU 2017-07, Compensation — Retirement Benefits (Topic 715). The
ASU attempts to improve the presentation of net periodic pension and postretirement benefit costs. The
ASU does not prescribe where the amount of net benefit cost should be presented in an employer’s
statement of activities, but it does require that the service cost component be presented in the same
line item(s) as other employee compensation costs and that the remaining components be presented
separately from those line items and outside of operations. It also stipulates that only the service cost
component is eligible for capitalization in assets, as applicable. The new standard is effective for fiscal
years beginning after December 15, 2018. Early adoption is permitted. In fiscal 2018, the University

11 (Continued)



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

retrospectively adopted the standard, which resulted in the reclassification of ($1,172) of net periodic
benefit cost from operating to nonoperating activities for the year ended June 30, 2017.

(3) Financial Assets and Liquidity Resources

As of June 30, 2018, financial assets and liquidity resources available within one year for general
expenditures, including operating expenses, scheduled principal payments on debt, and capital
construction costs not financed by debt, are as follows (in thousands of dollars):

Financial assets, at year-end $ 1,870,487

Less those unavailable for general expenditures within one year, due to:
Contractual or donor-imposed restrictions:

Donor restricted endowment (636,404)
Pledges receivable due in greater than one year (40,407)
Student loans due in greater than one year (36,777)
Cash held as collateral for swap agreements (14,600)
Board designations:
Quasi-endowment fund, primarily for long-term investing (691,744)
Endowment spending distribution:
Fiscal year 2019 appropriation 45,795

Financial assets available to meet cash needs for general
expenditures within one year $ 496,350

The University’s working capital and cash flows have seasonal variations during the year attributable to
tuition billing and a concentration of contributions received at calendar and fiscal year end. To manage
liquidity the University instituted a taxable commercial paper program in 2018 as described in footnote 8. In
addition, the quasi endowment of $691,744 can be made available for general expenditure with approval
from the University’s Board of Trustees, subject to investment liquidity provisions.

12 (Continued)



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

(4) Receivables

The following is a summary of accounts receivable, pledges receivable, and matured bequests receivable
at June 30, 2018 and June 30, 2017 (in thousands of dollars):

2018 2017
Accounts receivable $ 83,233 $ 81,537
Pledges receivable, net of present value discount 80,392 70,241
Matured bequests receivable 1,705 1,492
165,330 153,270
Allowance for doubtful accounts (14,927) (13,027)
Total $ 150,403 $ 140,243

Accounts receivable include student loans receivable of $36.8 million and $36.0 million at June 30, 2018

and June 30, 2017, respectively, net of allowances for doubtful accounts of approximately $1.0 million at
both June 30, 2018 and June 30, 2017.

Unconditional pledges and matured bequests at June 30, 2018 and June 30, 2017 are restricted by donors
predominantly for scholarships, other operating, and capital expenditure purposes. They are expected to be
realized in the following periods (in thousands of dollars):

2018 2017

Less than one year $ 30,313 $ 27,076
One year to five years 39,966 31,045
More than five years 22,644 25,080
92,923 83,201

Allowance for doubtful accounts (11,377) (10,213)
Present value discount (10,826) (11,468)
Total $ 70,720 % 61,520

The discount rates used to present value the pledges range from 0.72% to 6.00% at June 30, 2018 and
June 30, 2017.

Conditional promises, which depend on the occurrence of a specified future or uncertain event, are
recognized when the conditions are substantially met. Total unrecorded conditional pledges for the

University were approximately $31.3 million and $13.0 million as of June 30, 2018 and June 30, 2017,
respectively.

13 (Continued)



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

(5) Investments

The investment objective of the University is to invest its assets in a prudent manner to achieve a long-term
rate of return sufficient to fund a portion of its spending and to increase investment value after inflation. The
University diversifies its investments among asset classes by incorporating several strategies and
managers. Major investment decisions are authorized by the Investment and Endowment Committee of the
University’s Board of Trustees.

In addition to equity and fixed income investments, the University may also hold shares or units in
institutional funds and alternative investment funds involving hedged, private partnerships, and real assets
strategies. Hedged strategies involve funds whose managers have the authority to invest in various asset
classes at their discretion, including the ability to invest long and short. Funds with hedged strategies
generally hold securities or other financial instruments for which a ready market exists, and may include
stocks, bonds, put or call options, swaps, currency hedges, and other instruments. Private partnership
funds generally employ buyout, venture capital, and debt related strategies and often require the estimation
of fair values by the fund managers in the absence of readily determinable market values. Real asset funds
include investments in companies whose businesses are typically related to natural resources and real
estate.

Fair values for shares in registered mutual funds are based on share prices reported by the funds as of the
last business day of the fiscal year and are classified in Level 1 of the fair value hierarchy. The University’s
interests in alternative investment funds are generally reported at the NAV reported by the fund managers.
NAV is used as a practical expedient to estimate the fair value of the University’s interest therein, unless it
is probable that all or a portion of the investment will be sold for an amount different from NAV. As of

June 30, 2018 and June 30, 2017, the University had no specific plans or intentions to sell investments at
amounts different than NAV.

14 (Continued)



SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

The University’s investments at June 30, 2018 are summarized in the following table (in thousands of
dollars):

Redemption
availability Level 1 Level 2 Total
Investments measured at
fair value:
Marketable securities:
U.S. equity Daily $ 226,532 3,812 $ 230,344
International equity Daily 136,368 1,716 138,084
Fixed income Daily 135,474 19,679 155,153
Real asset Daily 48,481 48,481
Total marketable securities 546,855 25,207 572,062
Commingled funds:
International equity Monthly 59,642 59,642
Fixed income Daily to monthly 60,418 60,418
Total commingled funds 120,060 120,060
Funds held or administered
by others Not applicable 1,277 25,443 26,720
Subtotal 668,192 50,650 718,842
Investments measured at net
asset value:
Commingled fund:
International equity Monthly 22,155
Hedge funds:
Long/short Monthly to illiquid 232,287
Multi-strategy Quarterly to illiquid 84,257
Other Monthly to illiquid 50,550
Private partnerships:
Buyout llliquid 135,332
Venture capital llliquid 90,403
Debt related llliquid 24,508
Real asset llliquid 47,164
Subtotal 686,656
Total $ 668,192 $ 50,650 $ 1,405,498

The days’ notice that is required to be given to investment managers to redeem the specific asset classes
above are: 1 to 4 days for U.S. equity; 1 to 10 days for international equity; 1 to 15 days for fixed income; 1
to 4 days for real asset; and 1 to 100 days for hedge funds.
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SYRACUSE UNIVERSITY
Notes to Consolidated Financial Statements
June 30, 2018 and 2017

The University’s investments at June 30, 2017 are summarized in the following (in thousands of dollars):

Redemption
availability Level 1 Level 2 Total
Investments measured at
fair value:
Marketable securities:
U.S. equity Daily $ 248,676 $ 3,984 $ 252,660
International equity Daily 143,030 1,839 144,869
Fixed income Daily 109,809 19,063 128,872
Real asset Daily 49,973 49,973
Total marketable securities 551,488 24,886 576,374
Commingled funds:
International equity Monthly 56,157 56,157
Fixed income Daily to monthly 60,521 60,521
Total commingled funds 116,678 116,678
Funds held or administered
by others Not applicable 1,533 25,107 26,640
Subtotal 669,699 49,993 719,692
Investments measured at net
asset value:
Commingled fund:
International equity Monthly 18,973
Hedge funds:
Long/short Monthly to illiquid 194,802
Multi-strategy Quarterly to illiquid 65,656
Other Monthly to illiquid 64,389
Private partnerships:
Buyout lliquid 117,297
Venture capital llliquid 71,203
Debt related llliquid 17,363
Real asset lliquid 37,737
Subtotal 587,420
Total $ 669,699 $ 49993 $ 1,307,112

The days’ notice that is required to be given to investment managers to redeem the specific asset classes
above are: 1 to 4 days for U.S. equity; 1 to 10 days for international equity; 1 to 15 days for fixed income; 1
to 4 days for real asset; and 1 to 100 days for hedge funds.

There were no transfers between Level 1 and Level 2 for the fiscal years ended June 30, 2018 or June 30,
2017.
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The private partnerships have initial terms of 10 years with extensions of one to four years and have an
average remaining expected life of 4.3 years and 3.5 years as of June 30, 2018 and June 30, 2017,
respectively. At June 30, 2018, the University’s outstanding commitments to private partnerships totaled
$151.8 million. Private partnerships are considered to be illiquid because distributions are made upon the
liquidation of underlying investments.

Certain of the University’s hedge fund investments are illiquid as a result of restrictions that include
contractual lock up provisions, redemption notification requirements, and other restrictions. Restrictions on
hedge fund investments totaling $38.1 million and $56.7 million expire in fiscal year 2019 and 2020,
respectively.

The following table summarizes the components of investment return in the consolidated statements of
activities for the years ended June 30, 2018 and June 30, 2017 (in thousands of dollars):

2018 2017
Interest and dividends $ 20,211 % 15,644
Realized gains, net 38,713 58,136
Unrealized gains, net 64,537 61,816
Total investment return $ 123,461 $ 135,596

Netted in investment return were investment management expenses of $3.5 million and $3.2 million in
fiscal years 2018 and 2017, respectively.

Endowment Funds

The University’s endowment consists of approximately 2,100 individual funds which include both donor
restricted endowment funds and funds designated by the University to function as quasi endowments.
These individual funds have been established for a variety of purposes, with the majority of them
established for scholarships and endowed chairs.

The University employs asset allocation models having multi-year investment horizons, and it manages its
long-term investments in accordance with the total return concept and the goal of maximizing long-term
return within acceptable levels of risk. The University’s spending policy is aligned with the asset allocation
model and is designed to provide a stable level of financial support and to preserve the real value of its
endowment. The University compares the performance of its investments against several benchmarks,
including its asset allocation model policy indexes.

The trustee Investment and Endowment Committee (IEC) approves the annual distribution rates and
spending amount for the University’s investment funds. Per unit distributions are calculated by multiplying
the average of the monthly unit market values during the previous three fiscal years by the percentage
approved by the Committee each year. The percentage approved for fiscal years 2018 and 2017 was
3.84%. In addition, other distributions approved by the IEC of $3.7 million and $6.5 million were made in
fiscal years 2018 and 2017, respectively.
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The University adheres to the New York State Prudent Management of Institutional Funds Act (NYPMIFA).
The University has interpreted NYPMIFA as allowing the University to spend or accumulate the amount of
an endowment fund that the University determines is prudent for the uses, benefits, purposes, and duration
for which the endowment fund is established, subject to the intent of the donor as expressed in the gift
instrument. The University classifies as net assets with donor restrictions the historical value of donor-
restricted endowment funds, which includes (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c) changes to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument. Also
included in net assets with donor restrictions is accumulated appreciation on donor restricted endowment
funds which are available for expenditure in a manner consistent with the standard of prudence prescribed
by NYPMIFA, and deficiencies associated with funds where the value of the fund has fallen below the
original value of the gift.

In accordance with NYPMIFA, the IEC considers the following factors in making a determination to
appropriate or accumulate endowment funds:

e The duration and preservation of the fund

e The purposes of the University and the endowment fund

e General economic conditions

e The possible effect of inflation and deflation

e The expected total return from income and the appreciation of investments
e Other resources of the University

e Where appropriate and where circumstances would otherwise warrant, alternatives to expenditure of
an endowment fund, giving due consideration to the effect that such alternatives may have on the
University

e The investment policies of the University

Endowment funds are considered to be underwater when their fair value is less than their historical gift
amounts. In accordance with the Prudent Management standards contained in NYPMIFA, the University has
the ability to spend from individual endowments that are underwater, if it considers such action to be prudent
for that particular endowment. In addition, in accordance with the implementation of NYPMIFA in 2011, the
University was required to ask certain existing donors if they wished to prevent spending from their
endowment if underwater. If the donor had requested spending not occur if their endowment is underwater,
the University is required to comply with this request. As of June 30, 2018 and 2017, there was one
endowment fund underwater where the donor had requested that spending not occur if the endowment was
underwater.

At June 30, 2018 and June 30, 2017, net assets associated with endowment funds are classified and
reported based on the existence or absence of donor imposed restrictions and consisted of the following (in
thousands of dollars):
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With donor restrictions

Without donor

Accumulated

Total funds
restrictions Original gift gains (losses) Total 2018
Quasi $ 691,744 $ 691,744
Donor restricted:
Underwater $ 78,016 $ (4,348) $ 73,668 73,668
Other 363,599 199,137 562,736 562,736
$ 691,744 $ 441,615 $ 194,789 $ 636,404 $ 1,328,148
With donor restrictions
Without donor Accumulated Total funds
restrictions Original gift gains (losses) Total 2017
Quasi $ 652,738 $ 652,738
Donor restricted:
Underwater $ 78,838 $ (6,896) $ 71,942 71,942
Other 337,144 170,526 507,670 507,670
$ 652,738 $ 415,982 $ 163,630 $ 579,612 $ 1,232,350

Changes in net assets associated with endowment funds for the fiscal years ended June 30, 2018 and
June 30, 2017 were (in thousands of dollars):

2018
Without donor With donor
restrictions restrictions Total
Net assets at June 30, 2017 $ 652,738 $ 579,612 $ 1,232,350
Investment return 62,833 52,937 115,770
Contributions 22,959 22,959
Distributions (26,525) (19,328) (45,853)
Board designated and donor
required transfers 2,698 224 2,922
Net assets at June 30, 2018 $ 691,744 $ 636,404 $ 1,328,148
19
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2017
Without donor With donor
restrictions restrictions Total

Net assets at June 30, 2016 $ 611,640 $ 518,976 $ 1,130,616
Investment return 70,338 60,200 130,538
Contributions 17,511 17,511
Distributions (28,502) (20,198) (48,700)
Board designated and donor

required transfers (738) 3,123 2,385
Net assets at June 30, 2017 $ 652,738 $ 579,612 $ 1,232,350

(7) Land, Land Improvements, Buildings, Equipment, and Collections

The following is a summary of land, land improvements, buildings, equipment, and collections at June 30,
2018 and June 30, 2017 (in thousands of dollars):

2018 2017

Land and land improvements $ 96,388 $ 94,094
Buildings and buildings’ equipment 1,846,771 1,782,024
Equipment 121,312 110,715
Library and art collections 233,693 228,980