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L BMC

INDEPENDENT AUDITORS' REPORT

Board of Directors
Oak Ridge Associated Universities, Incorporated:

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the accompanying consolidated financial statements of Oak Ridge Associated Universities,
Incorporated and Subsidiary (collectively, the "Organization"), which comprise the consolidated statements of
financial position as of September 30, 2024 and 2023, and the related consolidated statements of activities
and changes in net assets, functional expenses and cash flows for the years then ended, and the related notes
to the consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the Organization as of September 30, 2024 and 2023, and the results of their
consolidated operations and their consolidated cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America ("GAAP").

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America ("GAAS") and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Our responsibilities under those standards are further
described in the Auditors' Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are required to be independent of the Organization and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with GAAP, and for 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.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Organization's ability
to continue as a going concern within one year after the date that the consolidated financial statements are
available to be issued.



Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors' report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

° Exercise professional judgment and maintain professional skepticism throughout the audit.

° Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the consolidated financial statements.

. Obtain an understanding of internal control relevant to the audit 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 Organization's internal control. Accordingly, no such opinion is
expressed.

. Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

. Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating schedules - statements of financial position are presented for purposes of additional
analysis of the consolidated financial statements rather than to present the financial position of the individual
organizations, and they are not a required part of the consolidated financial statements. The remaining
supplementary information summarized in the table of contents is presented for purposes of additional analysis
and is not a required part of the consolidated financial statements. The consolidating schedules and other
supplementary information summarized in the table of contents is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
consolidated financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the consolidated financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
consolidated financial statements or to the consolidated financial statements themselves, and other additional
procedures in accordance with GAAS. In our opinion, the consolidating schedules and other supplementary
information are fairly stated, in all material respects, in relation to the consolidated financial statements as a
whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 18, 2025, in
a separately bound document, on our consideration of the Organization's and Oak Ridge Institute for Science
and Education ("ORISE")'s internal control over financial reporting and on our tests of their compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is solely to 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 Organization's or
ORISE'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 their internal control over
financial reporting and compliance.

LLBMC,PL

Knoxuville, Tennessee
February 18, 2025



OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED

Consolidated Statements of Financial Position

September 30, 2024 and 2023

Current assets:
Cash and cash equivalents
Investments, at fair value
Accounts receivable
Other receivable - ORISE
Contract assets - ORISE
Contract assets
Prepaid expenses

Total current assets

Property and equipment, net

Operating lease right-of-use assets

Due from ORISE

Fair value of interest rate swap agreement
Other assets

Liabilities and Net Assets

Assets

Current liabilities:
Accounts payable and accrued liabilities
Contract liabilities
Accrued postretirement benefits
Current portion of operating lease liabilities
Deferred fixed rate variance

Total current liabilities
Long-term debt, net
Accrued postretirement benefits

Operating lease liabilities, excluding current portion
Other

Total liabilities

Net assets - without donor restrictions

2024

S 7,946,397

2023

S 8,957,231

61,081,352 50,028,610
14,589,688 14,389,492
- 1,520,736
924,240 888,623
3,535,693 3,806,311
418,131 106,238
88,495,501 79,697,241
23,349,063 20,687,164
325,758 607,456
1,500,000 1,500,000
293,703 621,643
225,877 200,877

$__ 114,189,902

S 7,273,214

$_ 103,314,381

S 6,911,935

2,593,134 3,120,211
227,300 189,100
274,185 402,826

1,241,935 943,927

11,609,768 11,567,999
14,295,715 15,205,195
2,611,000 2,119,100
54,526 211,208
175,000 150,000
28,746,009 29,253,502
85,443,893 74,060,879

$__ 114,189,902

See accompanying notes to the consolidated financial statements.
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OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED

Consolidated Statements of Activities and Changes in Net Assets

Years ended September 30, 2024 and 2023

Unrestricted operating revenues and other support:

Program revenues

ORISE management fee earned:
(Gross expenditures managed of $353,311,102
and $312,775,334 in 2024 and 2023,
respectively) Note (17)

Membership dues from sponsoring institutions
Investment income, net

Facilities Capital Cost of Money (FCCM)

(Loss) gain on disposal of equipment

Total unrestricted operating revenues and
other support

Operating expenses:

Program services:
Health, Environment, Science & Technology
Research Participation
ORAU Foundation
Other

Total program services

Supporting services:
ORAU administrative
Research and university partnerships office
Corporate reinvestment projects

Total supporting services
Total operating expenses

Excess of operating revenues and other
support over expenses

Other operating changes in net assets:

Unrealized (loss) gain on interest rate swap,
net of interest payments to bank
Change in postretirement benefit obligation

Change in net assets

Net assets at beginning of year

Net assets at end of year

2024

$ 116,802,106

2023

$ 116,919,737

6,205,608 5,966,470
157,000 145,000
12,000,247 5,642,453
954,532 903,534
(6,560) 23,454
136,112,933 129,600,648
78,932,750 78,449,233
34,244,552 34,053,020
727,089 708,427

- 3,312
113,904,391 113,213,992
6,564,523 6,229,375
2,245,180 1,736,240
1,157,785 1,148,587
9,967,488 9,114,202
123,871,879 122,328,194
12,241,054 7,272,454
(327,940) 106,753
(530,100) (177,200)
11,383,014 7,202,007
74,060,879 66,858,872
$ 85,443,893 $ 74,060,879

See accompanying notes to the consolidated financial statements.
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OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED

Consolidated Statements of Cash Flows

Years ended September 30, 2024 and 2023

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile changes in net assets to cash flows

provided by operating activities:
Depreciation
Non-cash interest expense
Loss (gain) on disposal of equipment
Non-cash lease (income) expense
Unrealized loss (gain) on interest rate swap
Unrealized gains on investments
Realized gains on investments
Investment income reinvested

(Increase) decrease in operating assets:
Accounts receivable
Other receivable - ORISE
Contract assets - ORISE
Contract assets
Prepaid expenses
Other assets

Increase (decrease) in operating liabilities:
Accounts payable and accrued liabilities
Contract liabilities
Accrued postretirement benefits
Deferred fixed rate variance
Other

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sale of equipment
Purchases of property and equipment
Purchases of investments
Proceeds from sale of investments

Net cash used by investing activities

Cash flows from financing activities:
Principle payments on long-term debt

Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2024 2023

11,383,014 $ 7,202,007
1,581,160 1,480,550
5,520 5,520
6,560 (23,454)
(3,625) 6,578
327,940 (106,753)
(8,871,614) (3,659,757)
(1,146,493) (232,654)
(308,767) (748,907)
(200,196) (375,022)
1,520,736 233,735
(35,617) (34,235)
270,618 (38,683)
(311,893) 93,181
(25,000) 143,483
361,279 1,339,920
(527,077) 503,825
530,100 177,200
298,008 (750,863)
25,000 25,000
(6,503,361) (1,961,336)
4,879,653 5,240,671
- 23,454
(4,249,619) (1,419,032)
(20,231,611) (10,842,990)
19,505,743 6,635,304
(4,975,487) (5,603,264)
(915,000) (870,000)
(1,010,834) (1,232,593)
8,957,231 10,189,824
7,946,397 $ 8,957,231

See accompanying notes to the consolidated financial statements.
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(1)

(2)

OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

Nature of operations

Oak Ridge Associated Universities, Incorporated ("ORAU") and its subsidiary, The ORAU
Foundation ("Foundation") (collectively, the "Organization"), operates as a non-profit corporation
and consortium of 132 sponsoring and 26 associate member colleges and universities. The
Organization is a contractor for the U.S. Department of Energy ("DOE"). Through this contract,
ORAU manages and operates the Oak Ridge Institute for Science and Education ("ORISE"), which
carries out research and development programs in science and engineering education, training,
management systems and energy and environmental systems for DOE and other federal agencies
and governmental organizations. In addition to the operation of ORISE, ORAU conducts programs
to provide services to its member institutions and perform contract services for other
governmental and private organizations.

The Foundation is organized exclusively for educational and scientific purposes specifically to
assist and aid ORAU in fulfilling and performing educational training and research programs. The
members of the Board of Directors of the Foundation are also members of the ORAU Corporate
Board of Directors or management. The Foundation charter provides that, at dissolution, all
remaining assets will be transferred or conveyed to ORAU.

The accounts of ORAU are maintained separately from those of ORISE which represent activities
under contract with the DOE. As an integrated contractor for the DOE, all ORISE and ORAU
activities conducted under the contract are mandated by the DOE. In addition, the DOE assumes
responsibility under the contract for conducting the specified activities by providing funding for
personnel costs, facilities costs and various other expenses necessary to carry out ORISE activities.
In accordance with the contract provisions, ORAU receives an annual management fee which is
recorded as revenue in the ORAU consolidated financial statements. All costs and subsequent
reimbursements for ORISE activities are recorded in the financial statements of the DOE Standard
Automated Reporting System ("STARS"). Accordingly, ORISE financial statements are presented
as a separate set of financial statements. The DOE contract, including extensions, that provides
the management fee as part of the contract agreement was scheduled to expire on September 30,
2025. The DOE Office of Science is considering extending the current ORISE contract for twelve
months to allow for focused market research and acquisition planning. ORAU is in discussion with
the DOE ORNL Site Office, and they indicate the modification to extend the contract is
forthcoming.

Program activities

ORAU Government Services (OGS) is comprised of two different segments - Health, Environment,
Science & Technology (HEST) and Research Participation (RP). The HEST segment is further
divided between the Health Studies (HS), Ecology & Environment (EE), and Science & Technology
(ST) directorates, and relies on ORAU’s experienced work force. The RP segment focuses on
science and education programs and works primarily with non-employee participants.



OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

HEST Segment

Health Studies (HS) relies on ORAU’s experience in epidemiology and worker public health studies
programs. Expertise lies in the area of studying exposure histories in various populations to
determine the possible correlation between exposures to radiation or other hazardous
substances and illnesses. Capabilities include screenings of various groups to identify potential
health concerns resulting from exposures, and collecting data to be analyzed related to worker
health histories.

ORAU has established effective partnerships on a national scale to provide innovative worker
health solutions, and possesses the experience and expertise necessary to provide the highest
levels of quality and integrity. ORAU focuses on workplace hazards research and the occupational
health and safety of workers.

From broad-scope epidemiology and health screenings/surveillance studies to providing public
health communication and technical training, ORAU offers a comprehensive approach to helping
customers manage their worker health concerns.

The Public Health & Healthcare (PHH) program focuses on providing public health and
healthcare services through subject matter experts and technical assistance in eight core
competencies: Public Health Preparedness, Response, and Recovery; Emergency Management
Laboratory; Health Communication, Marketing, and Promotion; Formative Research and
Evaluation; Healthcare Delivery Systems; Exercise Builder Nuclear; elLearning Design and
Development; and Multimedia Applications.

Additionally, ORAU offers expertise in the areas of national security readiness and emergency
preparedness. To further support these efforts, ORAU also employs forensic specialists and
other subject matter experts to provide forensic evidence and other investigative testing.

The Ecology & Environment (EE) directorate provides environmental assessment and verification
programs that encompass the characterization of specific environmental hazards to be disposed
of, and then the independent verification of remediation efforts to ensure the disposal meets
federal regulatory standards. By providing high-quality document reviews, plans, and templates,
ORAU supports environmental programs by ensuring proper disposition of waste while
minimizing risk and uncertainty.

ORAU also provides health physics expertise and special training programs to teach government
employees, other government contractors, and the private sector the appropriate and proper
methods to handle radioactive materials, accidents involving dangerous or hazardous materials,
and in some cases the proper actions in the event of a spill.

ORAU’s scientists and engineers conduct research which provides high-quality evaluations of air
quality, weather and climate change through advanced meteorological assessments.

10



(3)

OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

The Science & Technology (ST) directorate is responsible for OGS’ peer review capability
providing scientific event logistical support to multiple federal agencies, state agencies, and
universities. Using PeerNet, ORAU’s proprietary peer review software and grants management
system, or the customers own peer review system, this team provides a broad range of support
from review setup, reviewer travel coordination, honoraria processing, to virtual event
coordination and support. Additionally, this group provides support services for many virtual
meetings, such as virtual career fairs.

ORAU’s Workforce Solution program offers talent acquisition, sourcing and management services.
The program provides customized recruiting campaigns and services tailored to the specific needs
of our clients and program support for scientific research programs.

RP Segment

Research Scholars (RS) directorate within the RP segment focuses on science and education
programs that primarily support fellowships, internships, scholarships or other means to place
students, faculty, and postdoctoral researchers into research positions at national research
facilities or institutions throughout the world.

The purpose of these programs is to have individuals conduct or participate in research with
their own education being one of the key benefits. One of the goals of this program is to provide
a steady supply of scientists and engineers to meet future needs in critical science and
technology areas. Students in science, technology, mathematics, and engineering ("STEM")
fields need the skills, knowledge, and experience to stay competitive in an ever-changing global
marketplace.

The Research Scholar program focuses on providing participants the opportunity to expand their
knowledge as participants. ORAU provides the mechanism to support our clients in finding the

most talented and diversified participants so that our nation’s research continues to grow.

Summary of significant accounting policies

The consolidated financial statements of the Organization are presented on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America ("GAAP"). The significant accounting policies are described below.

11



(a)

(b)

(c)

OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

Recently adopted accounting standard

The Financial Accounting Standards Board issued guidance, Accounting Standards
Codification ("ASC") Financial Instruments - Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments ("ASC 326"), which defines how entities will measure credit
losses for most financial assets and certain other instruments that are not measured at fair
value through change in net assets. The most significant change in this standard is a shift
from the incurred loss model to the expected loss model. Under ASC 326, disclosures are
required to provide users of the consolidated financial statements with useful information in
analyzing an entity's exposure to credit risk and the measurement of credit losses. Financial
assets held by the Organization that are primarily subject to the guidance in ASC 326 are
accounts receivable.

The Organization adopted the standard effective October 1, 2023. The impact of the
adoption was not material to the consolidated financial statements and primarily resulted in

enhanced disclosures only.

Principles of consolidation

The consolidated financial statements include the financial statements of Oak Ridge
Associated Universities, Incorporated and The ORAU Foundation, Inc. which are under
common control and management.

All material intercompany accounts and transactions have been eliminated.

Basis of presentation

Net assets and revenues, expenses, gains and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets of the Organization and
changes therein are classified and reported as follows:

Net assets without donor restrictions - Net assets that are not subject to donor-
imposed stipulations.

Net assets with donor restrictions - Net assets that are subject to donor-imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as
those that will be met by the passage of time or other events specified by the
donor. Other donor-imposed restrictions are perpetual in nature, where the donor
stipulates that resources be maintained in perpetuity. Donor-imposed restrictions
are released when the restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has
been fulfilled, or both.

12



(d)

(e)

(f)

(8)

OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

All contributions are considered to be net assets without donor restrictions unless
specifically restricted by the donor. Amounts received that are designated for future periods
or restricted by the donor for specific purposes are reported as net assets with donor
restrictions. The Organization has elected to report all donor-restricted contributions whose
restrictions are met in the same reporting year as support without donor restrictions.

Cash and cash equivalents

The Organization considers all highly liquid investments with original maturities of three
months or less to be cash equivalents.

Investments

Investments in marketable equity and fixed income mutual funds, U.S. treasury notes, U.S.
government agencies notes and corporate and foreign bonds with readily determinable fair
values are valued at their fair value in the consolidated statements of financial position.

Unrealized and realized gains and losses are included in the change in net assets.

See Note (6) for a detailed discussion of the fair value measurements and valuation
techniques related to the Organization’s financial assets and liabilities.

Accounts receivable

Accounts receivable are stated at the amount management expects to collect from
outstanding balances for billings related to the performance of contracts primarily with
federal government agencies. Collateral or other security is not normally required for the
receivables. Management does not recognize late fee income on receivables until time of
collection. Receivables are considered past due or delinquent after 30 days. Accounts are
written-off as a credit loss once normal collection efforts are exhausted. Management
believes accounts receivable at year end are collectible; therefore, there is no allowance for
credit losses as of September 30, 2024 and 2023.

Property and equipment

Property and equipment acquisitions are recorded at cost. Depreciation is provided over the
assets' estimated useful lives using the straight-line method. The average useful life of
buildings and improvements is approximately 30 years, and the average useful life of
machinery and equipment is approximately 7 years. Donated property and equipment are
recorded at their estimated fair value at the date of the donation.

Expenditures for maintenance and repairs are expensed when incurred. The costs of major
additions, replacements and improvements in excess of $5,000 are generally capitalized.
When property is retired or otherwise disposed of, the cost and the related accumulated
depreciation are removed from the accounts, and any resulting gain or loss is included in the
change in net assets for the period.

13



OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

(h) Postretirement benefits

(i)

The Organization provides postretirement health care and life insurance benefits for certain
qualified employees. The Organization measures the costs of its obligations based upon an
actuarial calculation prepared by a third party. The Organization recognizes in its
consolidated statements of financial position the overfunded or underfunded status of its
defined benefit postretirement plans, measured as the difference between the fair value of
plan assets and the benefit obligation (the accumulated postretirement benefit obligation).
Changes in the funded status of the plan are recognized in the year in which the change
occurs through the consolidated statements of activities and change in net assets.

Derivative instruments

The Organization has a derivative instrument consisting of an interest rate swap
arrangement entered into in order to hedge the variable interest rate associated with a
portion of its debt. The swap arrangement involves an exchange of floating rate interest
payments for fixed rate interest rate payments. The difference between the floating rate and
the swap rate is recognized as a component of interest expense in the accompanying
consolidated statements of activities and change in net assets.

The Organization's interest rate risk management strategy is to stabilize cash flow
requirements by maintaining interest rate swap contracts to convert a portion of variable-
rate debt to a fixed rate. All derivative instruments are recorded by the Organization in its
consolidated statements of financial position at their respective fair values.

Income taxes

ORAU and Foundation are exempt from federal income taxes under the provisions of
Internal Revenue Code ("IRC") Section 501(c)(3) and are classified by the Internal Revenue
Service as other than private foundations, and, accordingly, no provision for income taxes is
included in the consolidated financial statements.

An uncertain tax position is recognized as a benefit only if it is “more likely than not” that the
tax position would be sustained in a tax examination, with a tax examination being
presumed to occur. The amount recognized is the largest amount of tax benefit that is
greater than 50% likely of being realized on examination. For tax positions not meeting the
“more likely than not” test, no tax benefit is recorded. The Organization has no material
uncertain tax positions that qualify for either recognition or disclosure in the consolidated
financial statements.

As of September 30, 2024 and 2023, the Organization has accrued no interest and no
penalties related to uncertain tax positions. It is the Organization's policy to recognize

interest and/or penalties related to income tax matters in income tax expense.

ORAU and Foundation file separate U.S. Federal informational tax returns annually.
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September 30, 2024 and 2023

(k) Leases

The Organization determines whether an arrangement is or contains a lease at lease
inception. On the commencement date, operating leases are recorded as operating right-of-
use ("ROU") assets and lease liabilities in the consolidated statements of financial position
for non-cancelable operating leases with original or remaining lease terms in excess of one
year. Leases with a lease term of 12 months or less at inception are not recorded on the
consolidated statements of financial position and are expensed on a straight-line basis over
the lease term in the consolidated statements of activities and changes in net assets. ROU
assets represent the Organization's right to use leased assets over the term of the lease.
Lease liabilities represent the Organization's contractual obligation to make lease payments
over the lease term. The Organization holds no finance leases as of September 30, 2024 and
2023.

Operating ROU assets and lease liabilities are recorded at the present value of the lease
payments over the lease term. The present value of the lease payments are discounted using
the risk free rate based on information available at the later of the lease commencement
date or the adoption date of Accounting Standards Update ("ASU") 2016-02, October 1,
2022. The variable components (if any) of the lease payment that fluctuate with the usage of
the leased asset are not included in determining the ROU assets and lease liabilities. Rather,
these variable components are expensed as incurred.

ROU assets are assessed for impairment in accordance with the Organization's long-lived
asset policy. Management reassesses lease classification and remeasures ROU assets and
lease liabilities when a lease is modified and that modification is not accounted for as a
separate new lease or upon certain other events requiring reassessment in accordance with
ASU 2016-02

Accounting Policy Elections

The Organization elected the package of practical expedients offered in the transition
guidance which allows management not to reassess lease identification, lease classification,
and initial direct costs. The Organization elected the accounting policy expedient to exclude
recording short-term leases less than twelve months, for all asset classes, as ROU assets and
lease liabilities on the consolidated statements of financial position. The Organization
elected the accounting policy practical expedient to recognize lease components and non-
lease components together and not as separate parts of a lease for real estate leases. Finally,
the Organization has elected the accounting policy to utilize the risk free rate in place of the
incremental borrowing rate on leases in which an implicit rate is not readily-available.
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September 30, 2024 and 2023

Revenue recognition

A contract with a customer is an agreement which both parties have approved, that creates
enforceable rights and obligations, has commercial substance and where payment terms are
identified and collectibility is probable. Once the Organization has entered a contract, it is
evaluated to identify performance obligations. For each performance obligation, revenue is
recognized as control of promised goods or services transfers to the customer in an amount
that reflects the consideration the Organization expects to receive in exchange for those
goods or services. The amount of revenue recognized takes into account variable
consideration, such as discounts, if any.

Program Revenues

The Organization enters into contracts with its customers that contain firm fixed price and
cost plus fixed-fee provisions. Revenue from these contracts is recognized over time, as
performance obligations are satisfied. The Organization recognizes revenue using the
percentage-of-completion (cost-to-cost) method, based primarily on contract cost incurred
to date compared to total estimated (budgeted) cost. The percentage-of-completion method
(an input method) is the most faithful depiction of the Organization's performance because it
directly measures the value of the services transferred to the customer.

Management evaluates whether two or more contracts should be combined and accounted
for as one performance obligation and whether a combined or single contract should be
accounted for as more than one performance obligation. This evaluation requires significant
judgment and the decision to combine a group of contracts or separate a combined or single
contract into multiple performance obligations could change the amount of revenue and
profit recorded in a given period. For most of the Organization's contracts, the customer
contracts with the Organization to provide a significant service of integrating a complex set
of tasks and components into a single project or capability (even if that single project results
in the delivery of multiple units). Accordingly, the entire contract is accounted for as one
performance obligation. Less commonly, however, the Organization may promise to provide
distinct goods or services within a contract, in which case management separates the
contract into more than one performance obligation. If a contract is separated into more
than one performance obligation, management allocates the total transaction price to each
performance obligation in an amount based on the estimated relative standalone selling
prices of the promised goods or services underlying each performance obligation.

Contract costs include all direct labor and other costs. Pre-contract costs are expensed as
incurred unless they are expected to be recovered. Contract mobilization costs are generally
charged to contract costs as incurred when they are an integral part of the performance
obligation being transferred to the customer.

Adjustments to contract cost estimates are made in the periods in which the facts requiring
such revisions become known. When the revised estimate, for contracts that are recognized
under the percentage-of-completion method, indicates a loss, such loss is provided for in its
entirety.
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OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

Contract assets and liabilities

Contract assets represent revenues recognized in excess of amounts billed and include
unbilled receivables. Unbilled receivables, which represent an unconditional right to
payment subject only to the passage of time, are reclassified as accounts receivable when
they are billed under the terms of the contract. Contract liabilities represent amounts billed
to customers in excess of revenues recognized to date and advance payments received on
contracts.

Variable consideration

Certain contracts with customers include variable consideration. The Organization estimates
variable consideration at the most likely amount to determine the total consideration which
the Organization expects to be entitled. Estimated amounts are included in the transaction
price to the extent it is probable that a significant reversal of cumulative revenue recognized
will not occur when the uncertainty associated with the variable consideration is resolved.
The Organization’s estimates of variable consideration and determination of whether to
include estimated amounts in the transaction price are based largely on an assessment of
anticipated performance and all information (historical, current, and forecasted) that is
reasonably available if requirements to recognize revenue are met, revenue is recorded only
when the costs associated with the variable consideration have been incurred.

Management fees earned under the ORISE contract are recorded on an estimated basis with
final adjustments recorded in the year that DOE completes its review and determination of
the final amount earned. Management fee revenue earned for the years ended September
30, 2024 and 2023 totaled $6,205,608 and $5,966,470, respectively.

Advertising costs

Advertising costs are expensed as incurred. Advertising expenses totaled $131,693 and
$151,863 for the years ended September 30, 2024 and 2023, respectively.

Long-lived assets

If certain triggering events occur as described in Note(6)(b), management evaluates the
recoverability of its investment in long-lived assets and recognizes any impairment in the
year of determination. It is reasonably possible that relevant conditions could change in the
near term and necessitate a change in management's estimate of the recoverability of these
assets.

Loan costs
Loan costs are amortized on a straight-line basis over the term of the loan, which

approximates the interest method and are presented as a reduction of the related long-term
debt balance.
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September 30, 2024 and 2023

(p) Use of estimates

The preparation of consolidated financial statements in accordance with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

(q) Functional allocation of expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis. Accordingly, certain costs have been allocated among the programs and
supporting services benefited based on an analysis of personnel time, historical usage
patterns, square footage and purpose of expenses.

(r) Events occurring after reporting date

The Organization has evaluated events and transactions that occurred between September
30, 2024 and February 18, 2025, which is the date that the consolidated financial statements
were available to be issued, for possible recognition or disclosure in the consolidated
financial statements.

Liquidity
A summary of the Organization's financial assets as of September 30, 2024 and 2023, reduced by

amounts not available for general use because of the loan covenant described in Note (10) within
one year of the consolidated statement of financial position date is as follows:

2024 2023
Cash and cash equivalents S 7,946,397 $ 8,957,231
Investments 61,081,352 50,028,610
Various receivables 18,125,381 19,716,539
Financial assets at end of year 87,153,130 78,702,380
Less - funds which must be maintained to comply with
loan covenant 12,000,000 12,000,000
Financial assets available to meet cash needs for
general expenditures within one year $_ 75,153,130 $_ 66,702,380

The Organization does not have any financial assets unavailable because of donor-imposed
restrictions or designations by the board of directors. As discussed in Note (9), the Organization
has a bank line of credit that could also be accessed to support operations, if necessary. As
discussed in Note 3(e), the Organization's investments are comprised of readily available
marketable securities that could be accessed for operations; however, management's investment
policy is to not access these funds unless other liquid funds are not sufficient for operations.
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Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

Credit risk and other concentrations

The Organization generally maintains cash on deposit at a bank and investments in money market
accounts in excess of federally insured amounts. The Organization has not experienced any losses
in such accounts and management believes the Organization is not exposed to any significant
credit risk related to cash and cash equivalents.

A major portion of the Organization's funding is provided by the Centers for Disease Control and
Prevention ("CDC"), the Department of Defense ("DOD"), the Environmental Protection Agency
("EPA") and the National Aeronautics Space Administration ("NASA"). The CDC, DOD, EPA and
NASA provided approximately 30%, 9%, 14%, and 18%, respectively, of program revenues for
2024. The CDC contract is currently scheduled to expire on September 29, 2025 and if not
renewed would have a significant impact on future operations. In 2023, the CDC, DOD, EPA and
NASA provided approximately 31%, 10%, 13%, and 17%, respectively, of program revenues. A
major reduction in contract revenues with these governmental agencies could have a significant
effect on future operations.

At September 30, 2024, approximately 60% of combined accounts receivable and contract assets
was comprised of balances due from three federal government agencies. At September 30, 2023,
approximately 54% of combined accounts receivable and contract assets was comprised of
balances due from three federal government agencies.

Assets and liabilities measured at fair value

Fair value is a market-based measurement, not an entity-specific measurement. Therefore, a fair
value measurement should be determined based on the assumptions that market participants
would use in pricing the asset or liability. As a basis for considering market participant
assumptions in fair value measurements, fair value accounting standards establish a fair value
hierarchy that distinguishes between market participant assumptions based on market data
obtained from sources independent of the reporting entity including quoted market prices in
active markets for identical assets (Level 1), or significant other observable inputs (Level 2) and
the reporting entity's own assumptions about market participant assumptions (Level 3). The
Organization does not have any fair value measurements using significant unobservable inputs
(Level 3) as of September 30, 2024 and 2023.
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September 30, 2024 and 2023

Financial instruments

The carrying amount of financial instruments, consisting of cash and cash equivalents,
accounts receivable, other current assets, trade accounts payable, accrued expenses, and
other current liabilities approximate their fair value due to their relatively short maturities.
Long-term debt is carried at amortized cost and long-term lease liabilities are carried at
discounted present value, which approximates fair value.

Non-financial assets

The Organization's non-financial assets, which include property and equipment, are not
required to be measured at fair value on a recurring basis. However, if certain triggering
events occur, or if an annual impairment test is required and the Organization is required to
evaluate the non-financial instrument for impairment, a resulting asset impairment would
require that the non-financial asset be recorded at the fair value. During the years ended
September 30, 2024 and 2023, the Organization did not measure any non-financial assets at
fair value or recognize any revenues or expenses related to changes in fair value for non-
financial assets.

The following table sets forth by level, within the fair value hierarchy, the Organization's assets
and liabilities at fair value:

Fair Value Measurements as of
September 30, 2024 Using the Following Inputs

Total Level 1 Level 2 Level 3
Investments $ 61,081,352 S 61,081,352 S - S -
Interest rate swap asset ) 293,703 $ - S 293,703 S -

Fair Value Measurements as of
September 30, 2023 Using the Following Inputs

Total Level 1 Level 2 Level 3
Investments $ 50,028,610 $ 50,028,610 $ - S -
Interest rate swap asset ) 621,643 S - S 621,643 S -

20



OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
Notes to the Consolidated Financial Statements

September 30, 2024 and 2023

(7) Investments

Investments are stated at fair value and consist primarily of equities and government securities as

follows:
September 30, 2024:

Unrealized

Appreciation

Cost Fair Value (Depreciation)
Mutual funds:

Growth funds S 8,030,361 $ 14,183,272 $ 6,152,911
Value funds 9,303,161 12,404,473 3,101,312
Real estate funds 853,903 1,057,829 203,926
International equity funds 11,041,648 13,597,514 2,555,866

Bond funds 10,885,711 10,820,573 (65,138)
Total mutual funds 40,114,784 52,063,661 11,948,877
U.S. treasury notes 4,746,512 4,809,982 63,470
U.S. government agencies notes 301,746 306,653 4,907

Corporate and foreign bonds 3,908,636 3,901,056 (7,580)

$_49,071,678 $_61,081,352 $_12,009,674

September 30, 2023:

Unrealized

Appreciation

Cost Fair Value (Depreciation)

Mutual funds:

Growth funds $ 7,524,121 $ 10,177,817 S 2,653,696
Value funds 7,703,346 9,264,296 1,560,950

Real estate funds 1,034,121 982,277 (51,844)
International funds 12,203,540 12,104,391 (99,149)
Bond funds 5,757,659 5,030,834 (726,825)
Total mutual funds 34,222,787 37,559,615 3,336,828
U.S. treasury notes 8,425,421 7,909,908 (515,513)
U.S. government agencies notes 691,633 672,828 (18,805)
Corporate and foreign bonds 4,289,826 3,886,259 (403,567)

$_47,629,667 $_50,028,610 S_ 2,398,943
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Investment income for the year is summarized as follows:

2024 2023
Interest and dividend income, net of expenses S 1,982,140 S 1,750,042
Net realized gains 1,146,493 232,654
Net unrealized gains 8,871,614 3,659,757
Total investment income $ 12,000,247 S$_ 5,642,453

Interest and dividend income is net of investment management fees of $106,978 and $99,860 for
the years ended September 30, 2024 and 2023, respectively.

Investment securities are exposed to various risks such as interest rate, credit, and market risks.
Due to the level of risk associated with certain investment securities, it is at least reasonably
possible that changes in the values of investment securities will occur in the near term and that
such changes could materially affect the amounts reported in the consolidated statements of
financial position.

(8) Property and equipment

A summary of property and equipment as of September 30, 2024 and 2023 is as follows:

2024 2023
Land S 119,808 $ 119,808
Buildings and improvements 33,414,335 33,414,335
Machinery and equipment 11,116,638 10,713,695
Construction in progress 3,681,695 768,388
48,332,476 45,016,226
Accumulated depreciation (24,983,413) (24,329,062)

$_ 23,349,063 $_ 20,687,164

Depreciation expense totaled $1,581,160 and $1,480,550 for years ended September 30, 2024
and 2023, respectively.

At September 30, 2024 construction in progress includes non-major renovations and software not
placed in service. The software is related to upgrades to a secure solution to protect financial
information. Non-major renovations are related to the relocation of a program to a permanent
location on ORAU's campus. Remaining estimated costs to be incurred before the projects are
completed and placed in service approximate $1,000,000. As of September 30, 2023 construction
in progress included other non-major renovations and software that were mostly placed in
service in 2024.
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(9) Line of credit

ORAU has a $6,500,000 unsecured line of credit available with a bank at September 30, 2024
which expires June 30, 2025. The line of credit is guaranteed by the Foundation. The line of credit
bears interest at the SOFR rate plus 2.0% per annum with a floor of 2.0%. The rate at
September 30, 2024 was 6.85%. There were no borrowings outstanding under the line of credit at
September 30, 2024 and 2023.

(10) Long-term debt

On June 23, 2010, the Organization entered into a loan agreement with the Industrial
Development Board ("IDB") of the City of Oak Ridge, Tennessee to borrow $27,700,000. The IDB
issued variable rate bonds, dated June 1, 2010, to finance the loan to ORAU. The loan proceeds
were used to pay off a previous $27,545,000 loan issued in 2007. The 2007 loan was used for the
construction of an office building and to pay off a prior loan issued in 2002. ORAU makes monthly
interest payments to a bank that purchased the bonds. Effective April 6, 2021, the interest rate
was adjusted to equal 81.43% of the sum of LIBOR plus 1.80% (Margin). The interest rate would
increase based on a formula if the maximum corporate tax rate was reduced below 21% in the
future. Effective July 1, 2023, the interest rate formula was revised to equal 81.43% of the sum of
TERM-SOFR plus 1.80% (Margin) plus 0.11448% (spread adjustment) to account for cessation of
LIBOR as the benchmark. In no event shall the interest rate exceed 12%. At certain points during
the life of the bonds, ORAU may direct a change in the interest period, thereby adjusting the
interest rate of the bonds. The interest rate at September 30, 2024 was 5.79%.

Principal payments are due annually with the final payment expected on September 1, 2038. The
remaining annual principal payments range from approximately $960,000 to $1,345,000.

ORAU has pledged all furniture, fixtures and buildings on the Oak Ridge campus to secure the
loan payments, and the Foundation has guaranteed ORAU's obligations under the loan
agreement. The loan covenants require the Organization to maintain $12,000,000 in unrestricted
cash and investments and a debt service coverage ratio of 1.10 to 1.0. The Organization was in
compliance with the above covenants in effect at September 30, 2024.

The City of Oak Ridge is not liable for and does not guarantee bonds issued by the IDB or the
related loan to ORAU.

The Organization can make principal payments on the loan in advance. During 2024, the
Organization paid the principal payments scheduled for payment during 2025, and during 2023,
the Organization paid the principal payments scheduled for payment during 2024. As such there
were no current installments of long-term debt due on the consolidated statements of financial
position at September 30, 2024 and 2023.
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A summary of long-term debt as of September 30, 2024 and 2023 is as follows:

2024 2023
Note payable to Industrial Development Board of Oak
Ridge, Tennessee, Series 2010 S 14,373,000 $ 15,288,000
Less unamortized debt issuance costs 77,285 82,805
Total long-term debt, net 14,295,715 15,205,195
Less current installments - -
Long-term debt, net, excluding current installments S 14,295,715 $ 15,205,195

A summary of future maturities of long-term debt as of September 30, 2024 is as follows:

Year Amount

2025 $ -

2026 960,000
2027 1,005,000
2028 1,050,000
2029 1,105,000
2030 and later years 10,253,000
Total $__ 14,373,000

The Credit Agreement contains a call provision whereby the bank, or its successors or assigns,
shall have the right and option to exercise a demand purchase option to tender the bonds. On
April 22, 2021, the tender dates were amended to be October 1, 2030 and 2035 for full payment if
the bank were to exercise the option.

(11) Self-funded insurance plan

The Organization and ORISE provide their employees and their dependents with comprehensive
health care coverage. The coverage is partially self-insured by the Organization and ORISE with
limits on individual losses and on an aggregate basis. Claims above those limits are reinsured with
an outside insurance carrier. ORISE recorded total estimated liabilities of $1,912,836 and
$1,630,584 at September 30, 2024 and 2023, respectively, relating to claims incurred but not yet
reported under the plan for both the Organization and ORISE employees. The estimated liability is
included in the determination of intercompany overhead rates used between the Organization
and ORISE throughout the year, and as such, the cost is a component of settlements made
through an intercompany receivable/payable account on a regular basis.
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Claims are administered by a third party.

Although management has provided its best estimate of the claims liability recorded on ORISE
financial statements, the ultimate amount of the liability for these claims cannot be determined
at this time and the estimate could change within the near term impacting the Organization's
intercompany overhead rates. While it is possible that future revisions will have a material
impact on the Organization's future intercompany overhead rates, management does not
anticipate that future revisions will have a material impact on the Organization's intercompany
overhead rates.

(12) Employee benefit plan

The Organization sponsors the Oak Ridge Associated Universities 403(b) Retirement Plan (the
"403(b) Plan"), which is a defined contribution retirement plan made available by IRC Section
403(b). Full-time employees and substantially all part-time employees are required upon
employment and attaining 21 years of age to participate. Employees are immediately vested in
the mandatory employee contributions and are 100% vested in employer contributions after
completing three years of service.

The following table indicates the service and contribution requirements under the 403(b) Plan.

Employee Employer
Years of Service Contribution Contribution
Up to One 2% -
One to Two 2% 7%
Two or More 3% 7%

The 403(b) Plan also permits elective contributions for all employees after they meet certain
eligibility requirements. The Organization matches 50% of the participant’s elective pretax
contributions up to 3% of their basic annual salary. The Organization does not match the
participants' after-tax Roth contributions. Employees may elect to contribute up to the annual IRC
limit. Employees are immediately vested in the elective employee and employer contributions.

The accompanying consolidated financial statements reflect employer contributions to the 403(b)
Plan of approximately $4,776,000 and $4,334,000 for 2024 and 2023, respectively.
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(13) Postretirement benefit plan

The Organization provides postretirement health and life insurance benefits (the "Plan") for
certain qualifying employees. The following tables set forth the Plan's funded status reconciled
with the amounts recognized in the Organization's consolidated statements of financial position
at September 30, 2024 and 2023.

2024 2023
Accumulated postretirement benefit obligation S 2,838,300 S 2,308,200
Plan assets - -
Funded status S___ 2,838,300 S___ 2,308,200

Net postretirement benefit costs for 2024 and 2023 are as follows:

2024 2023
Service cost S 170,500 S 159,900
Interest cost 136,400 114,200
Net loss, including amortization 426,300 100,900

S 733,200 S 375,000

The cumulative unrecognized loss was $1,078,800 and $724,200 as of September 30, 2024 and
2023, respectively.

The assumed medical care cost trend rate used in measuring the benefit obligation is 7.08%
declining to 5.00% by the year 2038, while dental care cost trend is 3.77% declining to 3.00% by
the year 2038. The discount rate used in determining the benefit obligation was 4.80% and 5.60%
at September 30, 2024 and 2023, respectively. The Organization made contributions to the Plan in
amounts equal to the benefits paid by the Plan of $203,100 and $197,800 during 2024 and 2023,
respectively. The payments of benefits are included in salaries and benefits in the consolidated
statements of functional expenses and are allocated to program and support services on a
proportional basis. Additionally, the Organization incurs expenses related to administration of the
Plan.

Approximate benefits expected to be paid and funded by contributions from the Organization for
each of the next five years and the aggregate amount for the five years thereafter are as follows:

2025 S 232,700
2026 239,600
2027 226,300
2028 212,400
2029 178,800
2030 - 2034 1,347,300
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(14) Lease obligations

The Organization leases office space under long-term operating leases. The Organization receives
reimbursements from ORISE for a portion of the lease payments totaling approximately 27% and
21% of the total payments during 2024 and 2023, respectively.

The components of lease expense, included in other direct costs in the accompanying statements
of functional expenses are as follows for the years ended September 30, 2024 and 2023:

2024 2023
Operating lease costs:
Operating lease costs S 458,838 S 648,563
Short-term lease costs 148,212 46,617
Total operating lease costs ) 607,050 S 695,180

Supplemental cash flow information related to leases are as follows for the years ended
September 30, 2024 and 2023:

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows for operating leases S 455,885 $ 641,985

Additional supplemental information regarding assumptions for leases as of September 30, 2024
and 2023:

Operating leases
Weighted average remaining lease terms (in years) 1.02% 1.58%
Weighted average discount rate 5.05% 5.19%

Minimum Lease Payments

The maturity of the operating lease liabilities as of September 30, 2024 is as follows:

Year Amount

2025 S 282,800

2026 55,091
Total undiscounted cash flows 337,891
Less: present value discount (9,180)
Less: lease liabilities, current portion (274,185)
Lease liabilities, excluding current portion S 54,526
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(15) Deferred fixed rate variance

The Organization receives funding or reimbursement from federal government agencies for work
performed under various contracts. Reimbursable operating expenses are recognized as related
costs are incurred. The Organization utilizes pre-established indirect rates for the recovery of
fringe benefits and indirect costs on these contracts. Such recoveries are subject to carryforward
provisions that provide for adjustments to be included in the negotiation of future pre-
established rates. The deferred fixed rate variance accounts represent the cumulative amount
owed to or due from the federal government and commercial customers. Rates are provided to
DOE annually for DOE acceptance.

The Organization utilizes a carry-forward methodology to settle final indirect cost rates with the
federal government and its commercial customers for closed fiscal years. Any indirect rate
variance carried over into the open fiscal year is considered in the calculation of the new fiscal
year's indirect rate. Therefore, the new fiscal year's indirect rates are modified to account for
over or under billing from the previous closed fiscal year.

The indirect costs incurred during an open fiscal year are reimbursed using proposed indirect
rates. During the fiscal year, the actual indirect rate variances are monitored and compared to the
proposed indirect rates used to bill for work performed. This comparison is used to calculate the
amount of actual indirect costs that were over or under billed for the closed fiscal year. Instead of
the Organization resolving the over or under difference between estimated and actual incurred
costs claimed by adjusting the final rates and issuing credits for any over-billing or charging
customers for any under-billing, the variance is carried forward and considered in the next open
fiscal year’s indirect cost rate calculation, unless a materiality threshold (5%) is exceeded on an
individual cost objective basis. Retroactive adjustments are provided to DOE, other federal
government agencies, or commercial customers impacted when a pre-established rate is revised
during the open fiscal year. The adjustment is made in proportion to the costs previously
allocated to these cost objectives by use of the pre-established rates. The approximate net impact
of retroactive adjustments was $99,000 and $2,754,000 credited to final cost objectives in 2024
and 2023, respectively. For remaining carried forward fixed rate variance, invoicing reflects such
adjustment in the next open fiscal year.

(16) Derivative instruments

The Organization uses interest-rate-related derivative instruments to manage its exposure on its
debt instrument. By using derivative financial instruments to hedge exposures to changes in
interest rates, the Organization exposes itself to credit risk and market risk. Credit risk is the
failure of the counterparty to perform under the terms of the derivative contract. When the fair
value of a derivative contract is positive, the counterparty owes the Organization, which creates
credit risk for the Organization. When the fair value of a derivative contract is negative, the
Organization owes the counterparty and, therefore, it does not possess credit risk. The
Organization minimized the credit risk in its derivative instrument at September 30, 2024 by
entering into the instrument with the same bank that holds the underlying debt.
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Market risk is the adverse effect on the value of a financial instrument that results from a change
in interest rates, currency exchange rates, or commodity prices. The market risk associated with
interest-rate contracts is managed by establishing and monitoring parameters that limit the types
and degree of market risk that may be undertaken.

The Organization uses variable-rate debt to finance its operations. The debt obligations expose
the Organization to variability in interest payments due to changes in interest rates. Management
believes that it is prudent to limit the variability of a portion of its interest payments. To meet this
objective, management entered into a forward swap agreement on March 2, 2016 with an
effective date of September 1, 2017 to manage fluctuations in cash flows resulting from interest
rate risk. On April 22, 2021, the 2016 swap had a negative fair value of $339,797, which was
blended into a new swap trade that extended the maturity date of the swap arrangement. The
swap attempts to change the variable-rate cash flow exposure on a portion of the debt
obligations to fixed cash flows.

At September 30, 2024, the Organization's interest rate swap arrangement has a notional amount
of $7,690,000. This swap arrangement requires the Organization to pay a fixed interest rate of
1.460% in exchange for the receipt of variable rate payments based upon the Compound SOFR 1
month rate. Derivative investments are governed by the Alternative Reference Rate Committee
(ARRC), which adopted Compound SOFR as the benchmark replacement for LIBOR, which ceased
as of June 30, 2023. The ARRC is the relevant governing body of the Federal Reserve Board. As of
September 30, 2024, the Compound SOFR 1 month rate was approximately 3.573% compared to
the variable rate of 5.79% on the debt discussed in Note (10). This swap arrangement expires
October 1, 2030.

The Organization's interest rate swap arrangement in effect as of September 30, 2024 qualifies
for derivative accounting. Accordingly, changes in fair value of the interest rate swap
arrangement is reported in the consolidated statements of activities and changes in net assets.

The swap has a positive fair value of $293,703 and $621,643 at September 30, 2024 and 2023,
respectively, and is recorded as an asset on the accompanying consolidated statements of
financial position. The total positive fair value represents the estimated amount the Organization
would receive to cancel the contract or transfer it to other parties. If the swap agreement is not
terminated prior to its expiration date, the current positive fair value will reverse over the
remaining life of the agreement as a noncash expense in the consolidated statements of activities
and changes in net assets.
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(17) Contingencies

ORAU participates in various federal and state award programs and contracts and ORAU's
compliance with the requirements of such programs and contracts is subject to audit or other
verification at the discretion of grantors. As described in Note (1), the Organization is a contractor
for DOE and through a contract with DOE manages and operates ORISE on behalf of DOE. The
Organization's statement of costs incurred and claimed under the contract for the years ended
September 30, 2018 through September 30, 2020, were subjected to a performance audit on
behalf of the DOE Inspector General as permitted by the contract terms. The performance audit
results were issued on December 28, 2023, which questioned certain costs for each year audited
under the contract. On May 9, 2024, the DOE issued a letter to the Organization stating that the
costs previously questioned in the performance audit were allowable costs under the contract.

As of February 18, 2025, the Organization's final indirect cost rate proposal (using the Incurred
Cost Electronically (ICS) Model) under the DOE contract for the years ended September 30, 2021,
through September 30, 2023, are undergoing a similar performance audit as above conducted on
behalf of the DOE Inspector General. As of February 18, 2025, the outcome of this audit is
unknown. Based on the ultimate results of the previous performance audit discussed above,
management is not aware of any significant noncompliance issues which, upon ultimate
resolution, could have a material adverse impact on the financial condition of the Organization.

During 2023 the Organization was affected by a Zero Day Cyber Exploit, which targeted a software
product that was from an external vendor and utilized by the Organization. This Zero Day exploit
was global and impacted a wide range of other organizations that also used the software
program. The Organization incurred costs as a result of the incident during 2023 and recognized
up to the $150,000 deductible under the applicable insurance policy. The incident response has
been closed, and the Organization is not aware of any additional claims as of February 18, 2025.

(18) Related party transactions

The Organization was owed other receivables from ORISE of $1,520,736 as of September 30,
2023. There was no other receivables due from ORISE as of September 30, 2024.

The Organization received fees for managing ORISE totaling approximately $6,206,000 and
$5,966,000 in 2023 and 2023, respectively. The contract assets from the management contract
totaled approximately $924,000 and $889,000 at September 30, 2024 and 2023, respectively.

The Organization is owed an advance from ORISE totaling $1,500,000 as of September 30, 2024

and 2023. The advance is non-interest bearing and is not expected to be repaid until the contract
to manage ORISE is terminated.
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(19) Supplemental disclosures of cash flow statement information

2024 2023

Supplemental disclosure of cash flow information:
Cash paid for interest expense S 909,871 S 704,656

The Organization reinvested $308,767 and $748,907 of investment income from certain
investments during 2024 and 2023, respectively.
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L BMC

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Oak Ridge Associated Universities, Incorporated

We have audited, in accordance with the 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, the consolidated financial
statements of Oak Ridge Associated Universities, Incorporated and Subsidiary ("ORAU") (a nonprofit
organization) and the financial statements of Oak Ridge Institute for Science and Education ("ORISE").
ORAU's consolidated financial statements are comprised of the consolidated statement of financial
position as of September 30, 2024, and the related consolidated statements of activities and changes
in net assets, functional expenses and cash flows for the year then ended, and the related notes to the
consolidated financial statements. ORISE's financial statements are comprised of the statement of
financial position as of September 30, 2024, and the related statements of reimbursable operating
expenses and capital expenditures and changes in contract net assets (deficit) and capital
expenditures, and the related notes to the financial statements of ORISE. We have issued our reports
thereon dated February 18, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audits of the consolidated financial statements of ORAU and the
financial statements of ORISE (each, the "Organization"), we considered each Organization's internal
control over financial reporting ("internal control") as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the consolidated
financial statements of ORAU and the financial statements of ORISE, but not for the purpose of
expressing an opinion on the effectiveness of each Organization's internal control. Accordingly, we do
not express an opinion on the effectiveness of either Organization's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the Organization's financial statements will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS - Continued

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether ORAU's consolidated financial statements or
ORISE's financial statements are free from material misstatement, we performed tests of each
Organization's compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on each Organization's
financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of each
Organization’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering each Organization's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

LLBMC,PL

Knoxville, Tennessee
February 18, 2025
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
Oak Ridge Associated Universities, Incorporated

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Oak Ridge Associated Universities, Incorporated's and Oak Ridge Institute for Science
and Education's (each, the "Organization") compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material
effect on each of the Organizations' major federal programs for the year ended September 30, 2024.
The Organizations' major federal programs are identified in the summary of auditors' results section of
the accompanying schedule of findings and questioned costs.

In our opinion, the Organizations complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended September 30, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America ("GAAS"); the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards ("Uniform Guidance"). Our
responsibilities under those standards and the Uniform Guidance are further described in the Auditors’
Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the Organizations and to meet our other ethical responsibilities,
in accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major federal program. Our audit does not provide a legal determination of the
Organizations' compliance with the compliance requirements referred to above.



INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAIJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE - Continued

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to the Organizations' federal programs.

Auditors' Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Organizations' compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting
from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the
compliance requirements referred to above is considered material if there is a substantial likelihood
that, individually or in the aggregate, it would influence the judgment made by a reasonable user of
the report on compliance about the Organizations' compliance with the requirements of each major
federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the Organizations' compliance with the compliance requirements
referred to above and performing such other procedures as we considered necessary in the
circumstances.

e Obtain an understanding of the Organizations' internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not for
the purpose of expressing an opinion on the effectiveness of the Organizations' internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.



INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE - Continued

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors' Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.



INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE - Continued

Report on Schedule of Expenditures of Federal and State Awards and Related Notes Required by the
Uniform Guidance

We have audited the consolidated financial statements of Oak Ridge Associated Universities,
Incorporated and the financial statements of Oak Ridge Institute for Science and Education as of and
for the year ended September 30, 2024, and have issued our reports thereon dated February 18, 2025,
which contained an unmodified opinion on each entity's financial statements. Our audits were
performed for the purpose of forming an opinion on each entity's financial statements as a whole. The
accompanying schedule of expenditures of federal and state awards and related notes, is presented
for purposes of additional analysis as required by the Uniform Guidance and is not a required part of
either entity's financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare each
entity's financial statements. The information has been subjected to the auditing procedures applied
in the audit of each entity's financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare each entity's financial statements or to each entity's financial statements themselves,
and other additional procedures in accordance with GAAS. In our opinion, the schedule of
expenditures of federal and state awards and related notes is fairly stated in all material respects in
relation to each entity's financial statements as a whole.

LLBMC,PL

Knoxville, Tennessee
February 18, 2025



OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
AND

OAK RIDGE INSTITUTE FOR SCIENCE AND EDUCATION

Schedule of Findings and Questioned Costs

Year Ended September 30, 2024

SECTION | - SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditors' report issued:
Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency(ies) identified?
Noncompliance material to financial statements noted?

Federal and State Awards

Internal control over major programs:
Material weakness(es) identified?
Significant deficiency(ies) identified?

Type of auditors' report issued on compliance for major
programs:

Any audit findings disclosed that are required to be reported in

accordance with Uniform Guidance

Identification of Major Programs:

FALN Number - 81.000

FALN Number - 93.000

State Award (Required by the state of Pennsylvania)

Dollar threshold to distinguish between type A and type B

programs:
Auditee qualified as low risk auditee
SECTION Il - FINANCIAL STATEMENT FINDINGS

None.

Unmodified

Yes
Yes
Yes

Yes
Yes

Unmodified

Yes

No
None Reported
No

No
None Reported

No

U.S. Department of Energy - Integrated Contractor -

Oak Ridge Institute for Science and Education

U.S. Dept. of Health and Human Services - Center for

Disease Control & Prevention: NIOSH - Dose

Reconstruction & Related Activities to Support NIOSH's

Responsibilities under the EEIOCPA

State of Pennsylvania Department of Health -

Pennsylvania Review of the Health Research Project

Excluding ORISE: $1,644,535
Including ORISE: $3,000,000

X Yes

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None.
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No



OAK RIDGE ASSOCIATED UNIVERSITIES, INCORPORATED
AND
OAK RIDGE INSTITUTE FOR SCIENCE AND EDUCATION

Summary Schedule of Prior Audit Findings

Year Ended September 30, 2024

There were no findings or questioned costs relative to federal awards reported in the consolidated
financial statements audit of Oak Ridge Associated Universities, Incorporated and Subsidiaries and the

financial statements audit of Oak Ridge Institute for Science and Education as of and for the year
ended September 30, 2023.
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