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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Texas A&M University — Kingsville Foundation, Inc.

Opinion

We have audited the accompanying financial statements of Texas A&M University —
Kingsville Foundation, Inc., (the “Foundation™) (a nonprofit organization), which
comprise the statement of financial position as of December 31, 2023 and 2022, the
related statements of activities, functional expenses, and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Foundation as of December 31, 2023 and 2022, and
the changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the Foundation and to meet
our other ethical responsibilities in accordance with the 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 audit opinion.
Responsibilities of Management for the I'inancial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America, and for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about
the Foundation’s ability to continue as a going concern within one year after the date of
the financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 generally accepted 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 or one resulting from an error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements, including omissions, are considered material if theie is a
substantial likelihood that, individually or in the aggregate, they would influence the
judgement made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

¢ Exercise professional judgement and maintain professional skepticism throughout
the audit.

o Identify and assess the risks of material misstatement of the 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 {inancial 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 Foundation’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 financial statements.

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



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

Respectiylly submitted,

John Womack and Co., P.C.
Kingsville, TX
July 31, 2024
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TEXAS A&M UNIVERSITY -KINGSVILLE FOUNDATION, INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2023 AND 2022

December 31,

December 31,

2023 2022
ASSETS:
Cash and Cash Equivalents 4,271,513 $ 2,203,000
Prepaid Expenses/Bronze Statues Inventory 61,282 69,200
Pooled Investment Funds, at fair value 122,797,816 98,781,800
Unconditional Promises to Receive 1,610,028 2,178,308
TAMUK H.R. Smith Ranch, LLL.C 29,131,388 -
Land, Property & Equipment {net) 125,849 892,524
Total Assets 157,997,876 $ 104,124,832
LIABILITIES AND NET ASSETS:
Liabilities:
Distributions Payable 351,622 ) 218,922
Accounts Payable 1,778,440 683,086
Payroll Taxes Payable 2,462 3,418
Total Liabilities 2,132,524 905,426
Net Assets:
Without Donor Restrictions 15,473,552 13,766,270
With Donor Restrictions £40,391,800 89,453,136
Total Net Assets 155,865,352 103,219,406
Total Liabilities and Net Assets 157,997,876 5 104,124,832

The accompanying notes are an integral part of these financial statements.
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TEXAS A&M UNIVERSITY - KINGSVILLE FOUNDATION, INC.
STATEMENT OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

Operating Activitics
REVENUES, GAINS AND OTHER SUPPORT

Contributions:
Cash
Securities
Unconditional Promises to Receive
Real Estate and Capital Assets

‘Fotal Contributions

Interest & Dividends
Royalty Income (Net of Production Taxes)
Royalty Income (Other)
TAMUK H.R. Smith Ranch, LLC:
Caltle Sales (Net)
Walter Sales
Other
Miscettancous Income (Loss)
Reclassification
Net Assets Released From Restrictions

Total Revenues, Gains, and Other Support
EXPENSES

Program Expenses
Texas A&M University Kingsville (TAMUK)
TAMUK H.R. Smith Ranch, LL.C
Related Support
Other
Supporting Services
Management and General
Fund-Raising

Total Expenses
Non-operating Activities
INVESTMENT RETURN:
Pooled Fund Portfolio Gains (Losses), Realized
Other Gains (Losses), Realized
Portfolio Gains (Losses), Unrealized
Pooled Investments Fees
Investient Returns, Net
Change in Net Assets

Net Assets at the Beginning of the Period

Net Assets at the End of the Period

Year Ended December 3, 2023

Without Donor With Doner
Restrictions Restrictions Totals

$ 55,500 $ 8,290,943 $ 8,346,443
w 409,996 409,990
. 1,576,820 1,576,820
- 28,279,475 28,279475
55,500 38,557,234 318,612,734
241,912 1,765,952 2,007,864
5,054 15 5,068
226 220 447
- 231,631 231,631
- 293,765 293,765
- 13,436 13,436

(122,404) 122,404 -

6,958,271 (6,958,271) -
7,138,559 34,026,385 41,164,945
5,097,904 - 5,097,904
456,919 456,919
23,530 - 23,530
348 641 - 348,641
826,231 - 826,231
502,602 - 502,602
7,255,827 - 7,255,827
94,681 1,064,067 1,158,748
4175 3,000 7,174
1,987,432 15,845,212 17,832,644

(261,739) - (261,739)

1,824,549 16,912,279 18,736,827
1,707,282 50,938,664 52,643,946
13,766,270 89,453,136 103,219,406

$ 15,473,552

$ 140,391,800 $

155,865,352

The accompanying notes are in integral part of these financial statements.
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Year Ended December 31, 2022

Without Donor With Donor
Restrictions Restrictions Totals

4,000 $ 4,460,406 $ 4,464,406

- 177,301 177,301

4,000 6,959,342 6,963,342
213,666 1,389,831 1,603,497
14,140 160 14,300

99 199 208

3,000 - 3,000

(142,665) 142,665 -
5,587,813 {5,587,813) -

5,680,053 2,904,384 8,584,437
4,126,226 . 4,126,226
401,730 - 401,730
683,134 - 683,134
498 954 - 498,954
5,710,044 " 5,710,044
98,997 961,981 1,060,978
(14) 1,204 1,190
(3,412,510) (20,411,027) (23,823,537)
(267,228) - (267,228)
(3,580,755) (19,447,842) (23,028,597)
(3,610,746) (16,543,458) (20,154,204}
17,377,016 105,996,594 123,373,610
13,766,270 $ 89,453,136 $ 103,219,406




Texas A&M University - Kingsville Foundation, Inc.
Supplemental Statement of Functional Expenses
For the Twelve Months Ended December 31, 2023

Program Services

TAMUE-HR
Smith Ranch, Related
TAMUK LLC Support Other
EXPENSES;
Program Service:
Distributions to University $ 5,097,904 § 120,000 % 541 % -
University Related Parties - - - 14,326
Miscellaneous Other - - 53 212,166
Total Program Service 5,097,904 126,000 594 226,492
Operating Expenses:
TAMUK Assessment - - - -
Salary/Benefit/Tax Expense - 28,362 - -
Accounting Fees - - - -
Aundit Fees - . - -
Office Expense - - - 1,204
Travel, Mileage and Meals - - 6,935 6,622
Board Liability Insurance - - - -
Conferences, Seminars & Meetings - - - -
Consulting Fees - 4,500 - -
Legal Fees - 3,340 - -
Publications and Printing - - - -
Other Operating Expenses C. - 16,000 1,375
Other Pundraising Expenses - - - -
Other
Services - CKWRI & KRIRM Endowed Expenses - - - 89,189
Insurance - 32,493 - 21,692
Property Management - - - 6
CKWR! Golf Fund Raiser - - - -
Javelina Statue Fund Raiser - - - -
Other MisceHaneous - - - 2,062
Cattle Expenses - 64,211 - -
Other Ranch Operating Expenes - 17,803 - -
Repairs & Maintenance - 14,729 - -
Utilities - 15,267 - -
Vehicle Expense - 16,903 - -
Depreciation - 139,310 - -
Total Investment Fees/Operating Exp/Other - 336,919 22,935 122,150
Total Expenses $ 5097904 $ 456,919 $ 23,530 § 348,641

The accompanying notes are an integral part of these financial statements,
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Supporting Services

Management

and General Fund-Raising Total
3 - 8 - § 5218445
- . 14,326
- - 212,219
- - 5,444,990
281,252 93,752 375,004
294,762 130,079 453,203
16,416 - 16,416
29,769 - 29,769
21,018 22,690 44,912
23,344 43,332 80,233
2,406 - 2,406
60,249 246 60,495
6,090 - 10,590
33,357 - 36,697
7,949 43,391 51,340
48,342 23,475 89,193
- 10,330 10,330
- . 89,189
1,277 - 55,462
- - 6
- 96,917 96,917
- 12,690 12,690
- 25,700 27,762
- - 64,211
- - 17,803
- - 14,729
- - 15,267
- - 16,903
- - 139,310
826,231 502,602 1,810,837

$ 826,231 § 502,662 $ 7,255,827




Texas A&M University - Kingsville Foundation, Inc.
Supplemental Statement of Functional Expenses
For the Twelve Months Ended December 31, 2022

Program Services

TAMUK Other

EXPENSES:
Program Service:
Distributions to University $ 4,126,226 § -
Miscellaneous Other - 183,362

Total Program Service 4,126,226 183,362

Operating Expenses:
TAMUK Assessment - -
Salary/Benefit/Tax Expense - -
Accounting Fees - -
Audit Fees - -
Office Expense - 6,406
Travel, Mileage and Meals - 3,039
Board Liability Insurance - -
Conferences, Seminars & Meetings - -
Consulting Fees - -
Legal Fees - -
Publications and Printing - 2,574
Other Operating Expenses - -
Services - CKWRI Endowed Expenses - 122,401
Services - Other University Related Expenses - 23,305
Insurance - 21,692
CKWRI Golf Fund Raiser - -
Global Studies Africa Fund Raiser - -
Other Miscellaneous - 38,051

Total Investment Fees/Operating Exp/Other - 218,368

Total Expenses 3 4,126,226 § 401,730

The accompanying itotes are an integral part of these financial statements.
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Supporting Services

Management and

General Fund-Raising Total
- - 4,126,226
- - 183,362
- - 4,309,588
281,252 93,752 375,004
166,360 56,570 222,930
14,635 - 14,635
28,768 - 28,768
17,663 14,911 38,980
25,519 60,854 89,412
556 - 556
42,506 25 42,531
11,910 - 11,910
32,384 - 32,384
12,191 45,210 59,975
46,371 32,734 79,105
- - 122,401
- - 23,305
3,019 - 24,711
- 126,501 126,501
- 17,597 17,597
- 50,800 89,751
683,134 498,954 1,400,456
683,134 498,954 5,710,044




TEXAS A&M UNIVERSITY - KINGSVILLE FOUNDATION, INC.

STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in Net Assets

Adjustments to reconcile increase(decrease) in nets assets
to net cash provided by operating activities:
Fees Paid from Investment Account (Invest Mgr. Fees)
{Increase) Decrease in Other Receivables
{Increase) Decrease in Prepaid Expense Accounts
(Increase) Decrease in Unconditional Promise to Receive
Increase (Decrease) in Distribution Payable
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Payroll Taxes Payable
TAMUK H.R, Smith Ranch {Profit)/Loss
Unrealized Net (Gains) Losses on Investments

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Transfer of Donated Assets to LLC

Sale of Land

Capital Contributions to H.R. Smith Ranch LI.C

Contributions to Various Investment Accounts

Withdrawals from Various Investment Accounts

Reinvestment of Net Realized (Gains) Losses in Various
[nvestment Accounts

Reinvestment of Dividends, Interest, and Other Miscellaneous
Investment Income in Investment Accounts

NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES

NET INCREASE (DECREASE} IN CASH

CASH AND CASH EQUIVALENTS,
BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS,
END OF THE PERIOD

NONCASH ACTIVITIES:
Contribution of Securities
Contribution of Capital Assets

The accompanying notes are an integral part of these financial statements.
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December 31,

December 31,

2023 2022
52,645,946 (20,154,193)
261,739 267,228
(47,080) 114,635
55,000 35,800
568,281 (1,092,353)
132,700 29,817
1,092,817 (716,122)
(955) 654
(81,913) -
(17,832,644) 23,823,537
36,793,889 2,309,003
(28,279,475) -
766,675 .
(770,000) )
(12,766,637) (6,296,202)
9,490,257 6,332,197
(1,158,505) (1,062,090)
(2,007,691) (1,603,328)
(34,725,376) (2,629,423)
2,068,513 (320,420)
2,203,000 2,523,420
4,271,513 2,203,000
409,996 177,301
28,279,475 ]
28,689,471 177,301




TEXAS A & M UNIVERSITY - KINGSVILLE FOUNDATION, INC,
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

NOTE A: NATURE OF ACTIVITIES & SIGNIFICANT ACCOUNTING
POLICIES

Purpose of the Foundation

The Texas A & M University — Kingsville Foundation, Inc., (the “Foundation™) was
formed to provide support to Texas A&M University — Kingsville (the “University”).
The Foundation accomplishes its purpose by soliciting and acquiring funds from
businesses, individuals, and other foundations as well as serving as the principal
depository for endowment funds raised by others to benefit University students, faculty,
and programs. These funds are then made available to the University to aid it in the
accomplishment of its goals through scholarships, research, and faculty and department
support.

Financial Staiement Presentation and Basis of Accounting

The accompanying financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America (“U.S. GAAP”)
as defined by the Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification.

The Foundation is required to report net assets and changes in net assets in two classes
that are based upon the existence or absence of restrictions on use that are placed by its

donors, as follows:

e Net Assets Without Donor Restrictions are resources available to support
operations, The only limits on the use of these net assets are the broad limits
resulting for the nature of the organization, the environment in which it operates,
the purposes specified in its corporate documents and its application for tax-
exenpt status, and any limits resulting from contractual agreements with creditors
and others that are entered into in the course of its operations.

e Net Assets With Donor Restrictions are resources that are restricted by a donor
for use for a particular purpose or in a particular future period. Some donor-
restrictions are temporary in nature, and the restriction will expire when the
resources are used in accordance with the donot’s instructions or when the
stipulated time has passed. Other donor-imposed restrictions are perpetual in
nature; the organization must continue to use the resources in accordance with the
donor’s instructions.
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TEXAS A & M UNIVERSITY ~ KINGSVILLE FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

The organization’s unspent contributions are included in this class if the donor
limited their use, as are its donor-restricted endowment funds and any beneficial
interest in a perpetual charitable trust held by a bank trustee.

When a donor’s restriction is satisfied, either by using the resources in the manner
specified by the donor or by the passage of time, the expiration of the restriction is
reported in the financial statements by reclassifying the net assets from net assets
with donor restrictions to net assets without donor restrictions. Net assets
restricted for acquisition of buildings or equipment (or less commonly, the
contribution of those assets directly) are reported as net assets with donor
restrictions until the specified asset is placed in service by the organization, unless
the donor provides more specific directions about the period of its use.

Classification of Transactions

All revenues and net gains are reported as increases in net assets without donor
restrictions in the statement of activities unless the donor specified the use of the related
resources for a particular purpose or in a future period. All expenses and net losses other
than losses on endowment investments are reported as decreases in net assets without
donor restrictions. Net gains on endowment investments increase net assets with donor
restrictions, and net losses on endowment investiments reduce that net asset class.

Cash and Cash Equivalents

For the purposes of cash flows, the Foundation considers all unrestricted highly liquid
debt securities with an initial maturity of three months or less, and certificates of deposit
with a maturity of twelve months or less, to be cash equivalents. At times, balances may
exceed amounts insured by the Federal Deposit Insurance Corporation,

Investments

Investments in cash equivalents, corporate bonds, other fixed income securities, equity
securities, and Treasury inflation protected securities with readily determinable fair
values are reported at fair value as set forth in Note C (traditional structures).

Donated investments are recorded at their fair values, as determined on the date of
donation. Donated securities are liquidated and the proceeds are utilized according to
donor intent, whether distributed as a grant or award, invested, or endowed. Investment
income and gains and losses are recorded in the period incurred.
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TEXAS A & M UNIVERSITY - KINGSVILLE FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

Fair Value Measurements

In accordance with Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) Topic 820, Fair Value Measurements and Disclosures, fair value is
defined as a market-based measurement, not an entity-specific measurement. The
objective of a fair value measurement is to estimate the price at which an orderly
transaction to sell the asset or to transfer the liability would take place between market
participants at the measurement date under current market conditions (that is, an exit
price at the measurement date from the perspective of a market participant that holds the
assets or owes the liability). A fair value measurement assumes that the transaction to
sell the asset or transfer the liability either occurs in the principal market (or in its
absence, the most advantageous market) for the asset or liability.

For some assets and liabilities, observable market transactions or market information may
be available. For other assets and liabilities, observable market transactions and market
information might not be available. When a price for an identical asset or liability is not
observable, a reporting entity measures fair value using another valuation technique that
maximizes the use of relevant observable inputs and minimizes the use of unobservable
inputs. Because fair value is a market-based measurement, it is measured using the
assumptions that market participants would use when pricing the asset or liability,
including assumptions about risk. As a result, a reporting entity’s intention to hold an
asset or settle or otherwise fulfill a liability is not relevant when measuring fair value.

Charitable Gift Annuity Agreements

The Foundation may enter into gift annuity agreements that provide that the Foundation
shall pay to the designated beneficiaries an annual amount until the death of the
designated beneficiaries. The payments continue even if the assets of the gift annuity
fund have been exhausted. The Foundation records the assets received at fair value and a
corresponding liability is recorded for the actuarially determined present value of
payments to be made to the designated beneficiaries, with the residual amount recorded
as contribution revenue. Upon the death of the beneficiaries, the assets of the gift annuity
fund are held by the Foundation in accordance with the agreements. The Foundation has
no annuity gift agreements at December 31, 2023 or 2022.

Collections

The Foundation’s collection consists of 200 original prints which were donated in order
to become a part of the permanent collection of art at Texas A&M University —
Kingsville. It is to remain intact in order to enrich the University campus and Kingsville
community in perpetuity. The Foundation has entered into a Memorandum of
Understanding with the University for the care and preservation of this collection.
Contributed collection items are not reflected on the financial statements.
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TEXAS A & M UNIVERSITY —~ KINGSVILLE FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

Contributions Receivable

Contributions receivable are unconditional promises to receive that are recognized as
contributions when the promise is received. Contributions receivable that are expected to
be collected in less than one year are reported at net realizable value. Contributions
receivable that are expected to be collected in more than one year are recorded at fair
value at the date of promise. The fair value is computed using a present value technique
applied to anticipated cash flows. Amortization of the resulting discount is recognized as
additional contribution revenue.

Allowance for Uncollectible Receivables

The amount of Promises to Receive deemed uncollectible have been insignificant in the
past. Management has determined that there is a high probability of collection, as there
are no significant delinquent Promises to Receive and substantially all are paying
according to the pledge agreements; therefore, an allowance for Uncollectible Promises
to Receive has not been established. Collections on Promises to Receive were $618,281
and $1,336,668 in 2023 and 2022, respectively.

Land, Property, and Equipment

Donations of land, property, and equipment are recorded at their estimated fair value at
the date of gift or donation. Such donations are reported as increases in net assets
without donor restrictions unless the donor has restricted the donated asset to a specific
purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire property and equipment are reported as increases in net
assets with donor restrictions, Absent any donor stipulations regarding how long those
donated assets must be maintained, the Foundation reports expirations of donor
restrictions when the donated or acquired assets are placed in service as instructed by the
donor. The Foundation reclassifies net assets with donor restrictions to net assets without
donor restrictions at that time,

Property and equipment are depreciated using the straight-line method with a five to
seven-year life on equipment and ten-year life on buildings. The Foundation’s policy is
to capitalize all assets with an original value greater than or equal to $2,500.

Long-lived assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. If the expected
future cash flow from the use of the asset and its eventual disposition is less than the
carrying amount of the asset, an impairment loss is recognized and measured using the
asset’s fair value. No impairment was recognized at the end of fiscal year 2023 or 2022.
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TEXAS A & M UNIVERSITY -~ KINGSVILLE FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

Revenue Recognition

The Foundation’s primary sources of revenue include gift contributions which do not fit
the typical definition of a “contract with customer” as outlined in ASC 606. These
revenue streams are not reciprocal transactions where both parties are exchanging goods
or services for consideration. Instead, they represent contractual transfers of assets from
grantors without directly corresponding obligations to deliver goods or services in return.

Accounting for Contributions

Contributions, including unconditional promises to receive, are recognized when
received. All contributions are reported as increases in net assets without donor
restrictions unless use of the contributed assets is specifically restricted by the donor.
Amounts received that are restricted by the donor to use in future periods or for specific
purposes are reported as increases in net assets with donor restrictions. Unconditional
promises with payments due in future years have implied restriction to be used in the year
the payment is due, and therefore are reported as restricted until the payment is due,
unless the contribution is clearly intended to support activities of the current fiscal year.
Conditional promises, such as matching grants, are not recognized until they become
unconditional, that is, until all conditions on which they depend are substantially met.

Contributed Services

During the years ended December 31, 2023 and 2022, the fair values of contributed
services meeting the requirements for presentation in the financial statements were not
material, and were not recorded in the financial statements.

income Taxes

The Foundation is a not-for-profit organization exempt from Federal Income Tax in
accordance with the Internal Revenue Code 501(c)(3), and is considered a public charity
under Section 509(a)(3). However, the Foundation is subject to taxation on the net
income, if any, derived from activities that are not considered to be related to the
operations for which the Foundation’s tax exemption was granted. During the year ended
December 31, 2023, the Foundation generated a UBTI (gain or loss) of $11,872 which
added to the previous taxable loss carryforward amounts to total $387,822. During the
year ended December 31, 2022, investments of the Foundation generated a UBTT loss of
$37,850, which added to previous taxable loss carryforward amounts to total $375,950.
Management believes that there is no change in the Foundation’s not-for-profit status.
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TEXAS A & M UNIVERSITY - KINGSVILLE FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

The Foundation adopted the provisions of FASB ASC 740-10-25, Income Taxes —
Overall — Recognition, which requires recognition and disclosure of uncertain fax
positions in the financial statements and footnotes. Management of the Foundation has
analyzed the Foundation’s tax positions taken with respect to all applicable income tax
issues for all open tax years (2020 through 2023), and has concluded that it has
appropriate support for any tax positions taken or expected to be taken and, as such, does
not have any uncertain tax positions that are material to the financial statements.

Functional Expense Allocation

Expenses are charged to program services, fundraising and administrative based on direct
expenditures incurred. Expenditures not directly charged to a functional expense category
are allocated to those functions benefited based on reasonable allocation methods which
are consistently applied, as follows:

¢ TAMUK Assessment is allocated based on estimated time utilized by applicable
personnel

s Office expense and publication and printing expense that cannot be directly
identified is allocated evenly across program, management and general, and
fundraising expenses based on management’s estimate of resources utilized

Hstimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

The most significant estimate made by management is in the area of fair value of
investments. Management periodically evaluates estimates used in the preparation of the
financial statements for continued reasonableness. Appropriate adjustments, if any, to the
estimates are made prospectively based on such periodic evaluations.

Recent Accounting Pronouncements

In June, 2016, the FASB issued ASU No. 2016-13, Financial Instruments — Credit
Losses (Topic 326); Measurement of Credit Losses on Financial Instruments, which
seeks to provide financial statement users with more decision-useful information about
the expected credit losses on financial instruments, including trade receivables and other
commitments to extend credit held by a reporting entity at each reporting date. The
amendment is effective for years beginning after December 15, 2022 and early adoption
is permitted. There was no impact on the financial statements as a result of the adoption.
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NOTE B: LIQUIDITY AND AVAILABILITY

The following schedule lists financial assets of the Foundation that will be available for
general expenditure within one year of December 31, 2023 and 2022, excluding those
financial assets with donor or other restrictions:

December 31, December 31,
Financial assets; 2023 2022
Cash and Cash Equivalents $ 4,271,513 § 2,203,000
Prepaid Expenses 61,282 69,200
Pooled Investment Funds, at Fair Value 122,797,816 08,781,800
Uncoaditional Promises to Receive, Net 1,610,028 2,178,308
TAMUK H.R. Smith Ranch, LLC 29,131,388 -
Total financial assets 157,872,027 103,232,308
Less financial assets held to meet donor-imposed restrictions:
Donor restricted endowment funds (Note F) (135,541,830) (86,940,026)
Less financial assets not available within one year:
Unconditional Promises to Receive (Note K) (950,862) (1,507,607)
Less board-designated endowments (Note F) (11,528,778) (9,954,094)
Amount Available for general expenditures within one year  $ 9,850,557 $ 4,830,581

The above table reflects donor-restricted and board-designated endowment funds as
unavailable because it is the organization’s intention to invest those resources for the
long-term support of the organization. However, in the case of need, the Board of
Directors could appropriate resources from either the donor-restricted funds available for
general use or from its designated endowment funds. Note F provides more information
about those funds and about the spending policies for all endowment funds.

NOTE C: POOLED INVESTMENT FUND

The Foundation Board of Trustees authorized the formation of a Pooled Investment Fund
(the “Fund”), which is an account established with a national brokerage firm, to facilitate
the efficient and effective management of funds available for investment. The Fund is
professionally managed by a group of investment managers pursuant to a policy
established by the Board., Fees for investment advisory services are deducted from the
gross returns, and the Board has authorized a fee for administrative services that is aiso
deducted from gross returns.
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The investments at December 31, 2023 and 2022 are summarized as follows:

December 31, 2023 December 31, 2022
Fair Fair
Cost Value Cost Value
Traditional Structures:
Money Market Funds $ 1,113,086 § 1,113,086 § 1,573,165 % 1,573,165
Mutual Funds 108,620,958 96,630,782 103,239,714 76,148,022
Corporate Stocks 16,108,309 18,912,515 14,568,524 14,882,508
Government Securities 2,855,932 2,893,115 2,348,418 2,193,001
Corporate Bonds 1,783,206 1,698,973 1,965,915 1,778,245
Mortgage Securities 961,843 910,252 1,134,082 1,088,673
Publicly Traded Ltd Partnerships 152,944 639,093 527,257 1,118,186
Total § 131,396,278 % 122,797816 § 125357075 § 98,781,800

Investments held in traditional structures represent those held directly by the Foundation
in custodial accounts with financial institutions. Investments held in alternative
structures include those held through interests in limited partnerships.

NOTE D: FAIR VALUE MEASUREMENTS

FASB ASC 820, Fair Value Measurement and Disclosures, provides a framework for
measuring fair value. That framework provides a fair value hierarchy that prioritized the
inputs to valuation techniques used to measure fair value. The hierarchy of fair value
focuses on the price that would be received to sell the asset or paid to transfer the liability
regardless of whether an observable liquid market price existed (an exit price). An exit
price valuation will include margins for risk even if they are not observable. As the
Foundation is released from risk, the margins for risk will also be released through net
realized capital gains (losses) in net income. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and lowest priority to unobservable inputs (Level 3 measurements). The
three levels of the fair value hierarchy under FASB ASC 820 are described below:

Level 1 Inputs — Inputs to the valuation methodology are unadjusted quoted prices for

identical assets or liabilities in active markets that the Foundation has the ability to
access.
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Level 2 Inputs — Inputs to the valuation methodology include:

e Quoted prices for similar assets or liabilities in active markets;

¢ Quoted prices for identical or similar assets or liabilities in inactive markets;

o Inputs that are derived principally from or corroborated by observable market data
by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must
be observable for substantially the full term of the asset or liability.

Level 3 Inputs - Inputs to the valuation methodology are unobservable and significant to
the fair value measurement., Level 3 assets and liabilities measured at fair value are based
on one or more of three valuation techniques:

o Market approach — Prices and other relevant information generated by market
transactions involving identical or comparable assets or liabilities (including a
business);

¢ Cost approach — Amount that would be required to replace the service capacity of
an asset (i.e., current replacement cost);

¢ Income approach — Techniques that convert future amounts to a single present
amount based on current market expectations about those future amounts
(including present value techniques, option-pricing models, and lattice models).

The asset’s or liability’s fair value measureinent level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at
fair value. There have been no changes in methodologies used at December 31, 2023 and
2022,

Money Market Funds and ETF's — Valued at the closing price reported on the active
market on which the funds are traded.

Bond Mutual Funds — Valued at the net asset value of shares held by the Foundation at
year end.

Corporate Stocks — Common stocks are valued at the closing price reported in the active
market in which the individual securities are traded.

Government Securities — Valued at the closing price reported on the active market on
which the individual securities are traded.
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Corporate Bonds — Corporate bonds are valued at the closing price reported in the active
market in which the bond is traded.

Mortgage Securities — Valued on the basis of their future principal and interest payments
discounted at prevailing interest rates for similar investments.

Publicly Traded Limited Partnerships — Valued at the closing price reported in the active
market in which the securities are traded.

Alternative Structures (Limited Partnerships and LLC’s) — Valued at percentage share of
the Foundation’s ownership interest in partner’s capital.

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future changes. Furthermore, while the
Foundation believes its valuation methods are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to determine the
fair value of certain financial instruments could result in different fair value measurement
at the reporting date.

The Foundation invests in various investment securities. Investment securities are
exposed to various risks such as interest rate, market and credit 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 such
changes could materially affect the Foundation’s investments and the amounts reported in
the statement of net assets and the statement of activities.

Management reviews for other than temporary decline in accordance with the
requirements of fair value measurements. The Foundation’s investments in mutual funds
consist primarily of investments in exchange-traded debt and equity securities. Within
the fund balance, certain individual investments may have fair values measured below
cost. The severity of any impairment and the duration of any impairment correlate with
current market conditions. Based upon the near-term prospects of the issuer of any of
those securities in relation to the severity and duration of the impairment, and based upon
the Foundation’s ability and intent to hold those investments for a reasonable period of
time sufficient for a forecasted recovery of fair value, the Foundation does not consider
those investments to be permanently impaired at December 31, 2023.

The following financial instruments are carried at fair value in the Foundation’s financial
statements: money market funds, bond mutual funds, corporate stocks, government
securities, corporate bonds, mortgage securities, and limited partnerships and limited
liability corporations. These fair value disclosures include information regarding the
valuation of the Foundation’s investments at December 31, 2023 and 2022:
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Fair Value, December 31, 2023

Level | Level 2 Level 3 Total
Money Market Funds *(1) $ 1,113,086 § g3 0% 1,113,086
Mutual Funds 96,630,782 0 0 96,630,782
Corporate Stocks:
Manufacturing/Industrials 3,726,883 0 0 3,726,883
Financials 2,691,230 0 0 2,691,230
Consumer Discretionary 2,238,678 0 0 2,238,678
Energy 1,864,467 0 0 1,864,467
Technology 2,233,249 0 0 2,233,249
Consumer Staples 1,146,249 0 0 1,146,249
Healtiicare 2,864,556 0 0 2,864,556
Other 2,147,203 0 0 2,147,203
Government Securities® 2,893,115 0 0 2,893,115
Corporate Bonds;
Financial Institutions 0 986,557 0 986,557
Other 0 712,416 0 712,416
Mortgage Securities® 0 910,252 0 910,252
Publicly Traded Ltd Partnerships 639,093 0 0 639,093
Totat $ 120,188,591 § 2,609,225 § 0% 122,797,816
Fair Value, December 31, 2022
Level | Level 2 Level 3 Total
Money Market Funds *(1) 3 1,573,165 % 0% 03 1,573,165
Mutual Funds 76,148,022 0 0 76,148,022
Corporate Stocks:
Manufacturing/Industrials 2,374,442 0 0 2,374,442
Financials 2,394,837 0 0 2,394,837
Consumer Discretionary [,995,176 0 0 1,995,176
Energy 1,063,432 6 0 1,063,432
Technology 1,762,665 0 0 1,762,665
Consumer Staples 946,886 0 0 946,886
Healthcare 2,712,457 0 0 2,712,457
Other 1,632,613 0 0 1,632,613
Government Securities® 2,123,028 69,973 0 2,193,001
Corporate Bonds:
Financial Istitutions 0 1,221,282 0 1,221,282
Other 0 556,963 0 556,963
Mortgage Securities* 0 1,088,673 0 1,088,673
Publicly Traded Ltd Partnerships 1,118,186 0 0 1,118,186
Total $ 95844909 $ 2,936,891 § 05 987813800

*On the basis of its analysis of the nature, characteristics, and risks of the investments,
the Foundation has determined that presenting these investments as single classes is
appropriate. Industry concentrations represent amounts greater than 3% of the tfotal
portfolio value.
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(1) Money Market Funds consist of investments in the Federated Government Obligation
SS Fund. This fund seeks to achieve as high a level of current income obtainable from
investment in short-term securities as is consistent with prudent investment management,
the preservation of capifal and the maintenance of liquidity. The Fund invests in a variety
of money market instruments including corporate debt obligations, U.S. Government
securities, bank securities, certificates of deposit and repurchase agreements.

Investments in these types of funds, for which observable market prices do not exist, are
reported at fair value as determined by the General Partner. Fair value is determined by
the General Partner using valuation methodologies after giving consideration to a range
of factors, including, but not limited to, the nature of the investment, local market
conditions, current and projected operating performance, and financing transactions
subsequent to the acquisition of the investment.

There were no investments measured at fair value for which the Foundation has used
Level 3 inputs to determine fair values at December 31, 2023 or 2022,

For the years ended December 31, 2023 and 2022, there were no transfers into or out of
levels 1, 2, or 3.

NOTE E: INVESTMENT RETURN

The following schedule summarizes the investment return and its classification in the
Statement of Activities for the years ended December 31, 2023 and 2022:

Without With Total
Donor Donor Year Ended
Restrictions Restrictions December 31, 2023
Interest, dividends, and
realized gains and losses $ 340,768 $ 2,833,019 § 3,173,787
Unrealized gains {losses) on
investments 1,987,432 15,845,212 17,832,644
Total $ 27328200 $ 18,678,231 3§ 21,006,431
Without With Total
Donor Donor Year Ended
Restrictions Restrictions December 31, 2022
Interest, dividends, and
realized gains and losses $ 312649 $ 2353016 § 2,663,665
Unrealized gains (losses) on
investments (3,412,510)  (20,411,027) (23,823,537)
Total $ (3,099,861) § (18,058,011) § (21,157,872)
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NOTE F: ENDOWMENTS

The Foundation’s endowment consists of multiple individual funds established for
scholarships and a variety of other purposes. The endowment includes both donor
restricted endowment funds and funds designated by the Board of Trustees to function as
endowments. The net assets associated with endowment funds, including funds
designated by the Board of Trustees to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions.

The Foundation follows Financial Accounting Standards Board ASC-958-210-45 & 50
(formerly Staff Position No. 117-1 [FAS 117-1]), which provides guidance on the net
asset classification of donor-restricted endowment funds for a not-for-profit organization
that is subject to an enacted version of the Uniform Prudent Management of Institutional
Funds Act of 2006. Additionally, it provides for expanded disclosures about an
organization’s donor-restricted endowment funds and board-designated funds.

The Foundation has donor-restricted endowments that are to be used only for
scholarships and other identified purposes and that are maintained in accordance with
explicit donor stipulations (“Donor Restricted Endowments”). The Foundation interprets
the definition of “with donor restrictions™ net assets to include the original value of gifts
to the Donor Restricted Endowments, except to the extent described below.

The Board of Trustees of the Foundation has interpreted the Texas Uniform Prudent
Management of Instifutional Funds Act (TUPMIFA, enacted in Texas on September 1,
2007) as requiring the preservation of the fair value of gifts to Donor Restricied
Endowments as of the date of the gift, absent explicit donor stipulations that principal
may be used for the donor’s intended purpose, then the Foundation has interpreted the
TUPMIFA as giving the Foundation flexibility to classify portions of Donor Restricted
Endowments as “with donor restrictions” or “without donor restrictions” to the extent that
such classification is consistent with the applicable gift agreement and applicable
accounting rules. As a result of this interpretation, the Foundation classifies as “with
donor restrictions” net assets (a) the original value of original gifts donated to Donor
Restricted Endowments, (b) the original value of subsequent gifts to Donor Restricted
Endowments and (c) other amounts required to be treated as principal either by Texas law
or donor stipulation.

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or TUPMIFA requires the
Foundation to retain as a fund of perpetual duration. At December 31, 2022, there was a
deficiency in 88 donor-restricted perpetual endowment funds, and the amount of the
deficiencies below original donor contributed corpus of $13,639,635, with market value
of $12,863,648 as of that date, was $775,987. At December 31, 2023, there was a
deficiency in 20 donor-restricted perpetual endowment funds, and the amount of the
deficiencies below otiginal donor contributed corpus of $916,803, with market value of
$873.381 as of that date, was $43,422. Management does not believe that these
deficiencies are permanent and therefore made no adjustment to reflect the market effects

on donor restricted endowments.
24



TEXAS A & M UNIVERSITY — KINGSVILLE FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

In accordance with TUPMIFA, the Foundation considers the following factors in making
a determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the funds

The purpose of the Foundation and the donor-restricted endowment funds
General economic conditions

The possible effect of inflation and deflation

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

The investment policies of the Foundation

Endowment funds were maintained in an investment account which was managed by an
independent financial firm that followed guidance provided in an investment policy
approved by the Board of Trustees. Investment goals included the objectives of
providing total return through appreciation, dividends and interest income from the
Fund’s assets, to ensure a return necessary to at least preserve and to enhance the
principal of the Funds, and to provide a dependable source of income for current
operations. Under the formal written policy as it existed at December 31, 2023 and 2022,
the endowment assets were invested to provide a total rate of return on investments (net
of fees) that exceeds by 500 basis points the five year rolling average of the annual
calendar year consumer price index as published by the U.S. government with low
volatility, Actual returns in any given year might vary from this amount. In light of
changing market conditions, the Board periodically reviews the investment policy,
including its stated target rate of return.

The Foundation reviews requests for funds from the University on an annual basis at a
called Board of Trustees meeting. At the last Foundation Board Meeting of each
calendar year, the Investment Committee evaluates the requests against the results of
investment earnings, and based upon the earnings available, recommends an endowment
spending rate for the next academic year, which is expressed as a percentage of the
average balance of each account over a previous determined number of calendar quarters.
Twenty calendar quarters were used in the 2023 and 2022 fiscal years. The spending rate
for the years ended December 31, 2023 and 2022 was 5.0% and 5.0% of eligible
endowment accounts, respectively. In addition, the Board has approved a spending rate
of 5.0% of eligible endowment accounts for the upcoming 2024 fiscal year.
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Endowment funds by net asset classification are as follows as of December 31, 2023:

Without Donor With Donor
Type of Endowment Fund Restriclions Restrictions Total
Donor Restricted Funds:
Perpetual Endowments $ 135,541,830 § 135,541,830
Board Designated Endowments:

Welhausen - Dick & Mary Lewis Kleberg College of
Agriculture, Natural Resources, and Human Sciences $ 608,710 608,710
Welhausen - College of Agriculture 49,590 49,590
Welhausen - College of Arts & Sciences 628,019 628,019
Welhausen - Departiment of Intercollegiate Athletics 608,634 608,684
Welhausen - College of Business Administration 587,557 587,557
Welhausen - College of Education and Human Performance 609,965 - 609,965
Frank H. Dotterweich Chare in Natural Gas Engineering 1,595,087 1,595,087
Stevens & June Herbst Dotterweich Chair Research Support 134,272 134,272
Welhausen - Frank H. Dotterweich College of Engineering 602,600 602,600
Reese Franke Endowment Fund 1,071,994 1,071,994
Walter Sells & Helen B, Sells Presidential Endowment 1,295,057 1,295,057
Welhausen - President's Scholarship 655,793 655,793
Welhausen Match Program 29,500 29,500
Welhausen Ranch Proceeds 3,051,950 3,051,950
$ 11,528,778 § 135,541,830 $ 147,070,608

Endowment funds by net asset classification are as follows as of December 31, 2022:

Without Donor With Donor
Type of Endowment Fund Restrictions Restrictions Total
Donor Restricted Funds:
Perpetual Endowments g 86,940,026 % 86,940,026
Board Designated Endowments:

Welhausen - Dick & Mary Lewis Kieberg College of
Agriculture, Natoral Resources, and Human Sciences b 506,933 506,933
Wellausen - College of Agriculture 88,184 88,184
Welhausen - Colege of Arts & Sciences 523,014 523,014
Welhausen - Department of Intercollegiate Athletics 506,912 506,912
Welhausen - College of Business Administration 506,874 506,874
Wethausen - CoHege of Education and Human Performance 507,979 507,979
Welhausen - Frank H. Dotterweich College of Engineering 1,396,051 1,396,051
Stevens & June Herbst Dotterweich Chair Research Support 117,482 117,482
Frank H. Dotterweich Chair in Natural Gas Engineering 501,845 501,845
Reese Franke Endowment Fund 936,463 936,463
Waller Sells & Helen B. Sells Presidential Endowment 1,124,521 1,124,521
Welhausen - President's Scholarship 547,900 547,900
Welhausen Match Program 64,283 64,283
Welhausen Ranch Proceeds 2,625,653 2,625,653
$ 9,054,094 % 86,940,026 $ 96,894,120
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At the February 2017 Board Meeting, the trustees agreed to designate $1,000,000 from
the proceeds of the sale of the Welhausen property to be set aside to match any new
endowments of at least $50,000. A balance of $2,500 remained at December 31, 2022.
During the year ended December 31, 2023, $2,500 of these funds were used to maich
qualifying endowments, leaving a balance of $0 for future matching.

At the August 2021 Board Meeting, the trustees agreed to designate $250,000 from the
proceeds of the sale of the Welhausen property to be set aside to match any new
endowments of at least $12,500 or a maximum gift of $25,000. A balance of $32,500
remained at December 31, 2022. During the year ended December 31, 2023, $0 of these
funds have been used to match qualifying endowments, leaving a balance of $32,500 for
future matching.

At the August 2022 Board Meeting, the trustees agreed to designate $50,000 from the
proceeds of the sale of the Welhausen property to be set aside to match any new
endowments of at least $12,500 or a maximum gift of $25,000. A balance of $23,750
remained at December 31, 2022. During the year ended December 31, 2023, $3,000 of
these funds have been used to match qualifying endowments, leaving a balance of
$20,750 for future matching.

At the August 2023 Board Meeting, the trustees agreed to designate $50,000 of the
proceeds of the sale of the Welhausen property to be set aside to match any new
endowments of at least $12,500 or a maximum gift of $25,000. During the year ended
December 31, 2023, $73,750 of these funds have been used to match qualifying
endowments, leaving a negative balance of $23,750 to be reclassified from previously
designated proceeds.

Changes in endowment funds for the years ended December 31, 2023 and 2022 are as
shown on the following page:
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Without Donor With Donor
Restictions Restrictions Total

Endowment:

Net Assets, January 1, 2022 $ 12925213 $ 104,470,772 § 117,395,985
Contributions 0 5,342,645 5,342,645
Royalties 0 26 26
Endowment Activity

Welhausen Matching Program (94,692) 94,692 0

Real Estate Improvements/Expenses 0 6,558 6,558

Other Reclassifications 0 86,000 86,000
Investment Return, as restricted:

Income 168,214 1,389,848 1,558,062

Realized Gains {L.osses) 81,163 962,080 1,043,243

Unrealized Gains (Losses) (2.682,027) {20,411,030) (23,093,057)

Investment Mgmt Fees 0 (267,228) (267,228)
Distributions Payable Activity:

Paid {443,777) (3,713,862) (4,157,639)
Annual Operating Fee 0 (1,020,465) (1,020,465}
Other 0 (10} (10)

Net Assets, December 31, 2022 $ 0954004 § 86,940,026 $ 96,894,120
Contributions 0 35,372,401 35,372,401
Royalties H 15 15
Endowiment Activity

Welhausen Matching Program {88,258) 88,258 0

Other reclassifications 0 (5,300) (5,300}

TAMUK H.R. Smith Ranch Activity 0 (99,329) (99,329)
Investment Return, as restricted:

Income 198,316 1,765,950 1,964,266

Reatized Gains (L.osses) 87,679 1,070,736 1,158,415

Unrealized Gains (Losses) 1,685,796 15,845,212 17,531,008

Investment Mgt Fees 0 (261,739) (261,739
Distributions Payable Activity:

Paid (308,850) (4,101,962) (4,410,812)
Annual Operating Fee 0 (1,072,447) (1,072,447)
Other 0 9 9

Net Assets, December 31, 2023 $ 11,528,777 $ 135,541,830 $ 147.070,607
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NOTE G: NET ASSETS WITH DONOR RESTRICTIONS

The Foundation has restricted net assets from endowments for various purposes, pursuant
to the wishes of the donors, to further the goals and projects of the University. Primarily,
the funds are used for scholarships, faculty awards, special projects, research and
development and faculty development. The following table reflects the restrictions on
net assets at December 31, 2023 and 2022:

2023 2022
Student Support $ 27593281 § 20,784,105
Research and Programs 72,534,446 37,540,756
Facilities 6,349,129 5,690,525
Operations 33,914,944 25,437,750

$ 140,391,800 $ 89,453,136

NOTE H: NET ASSETS RELEASED FROM RESTRICTION

Net assets which met temporary donor restrictions were released from those restrictions
for use by the Foundation for the purposes specified by the donors, These were utilized
by the Foundation as follows:

2023 Net Assets 2022 Net Assets

Released From Released From
Restrictions Restrictions

Student Support $ 1,187,854 % 925,819
Research and Programs 2,401,831 1,683,012
Facilities 477,701 413,992
Operations 1,556,699 1,277,298
Investment & Management Fee 1,334,186 1,287,692
$ 6,958,271 % 5,587,813

NOTE I: LAND, BUILDINGS, AND EQUIPMENT

Land, buildings, and equipment consist of the following:

Without Donor With Donor December 31,

Restrictions Restrictions 2023
Land $ 0 3 125,849 $ 125,849
Total $ 0 3 125,849 $ 125,849

Without Donor With Donor December 31,

Restrictions Restrictions 2022
Land $ 0 3 892,524 % 892,524
Total $ ¢ ¥ 802,524 § 892,524
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NOTE J: CONCENTRATION OF CUSTODIAL RISK FOR CASH HELD IN THE
BANK

The Foundation maintains minimum balances in its bank account as a matter of policy
and practice. However, on occasion, such balances exceed the statutory insured limits for
short periods as the result of clustering of donations. Such donations are generally
transferred to the pooled investment fund within a few banking days following their
receipt.

NOTE K: UNCONDITIONAL PROMISES TO RECEIVE

Unconditional promises to receive consist of the following:

December 31, December 31,
2023 2022
Total gross unconditional promises to receive hY 1,758,132 § 2,347,242
Less: Unamortized discount {148,104) (168,935)
Net unconditional promises to receive h 1,610,028 % 2,178,307
Amount due in:

Less than one year $ 659,166 % 671,700

One to five years 950,862 1,507,607

Six to ten years 0 0

$ 1,610,028 % 2,179,307

The effective interest rate on discounted receivables ranges from 1.07% to 3.35%.

NOTE L: FUNDRAISING COSTS

Fundraising costs include both direct costs and allocated costs. Costs have been allocated
from Operating Expense categories to Fundraising based on appropriate allocations
methods, as discussed in Note A. The total amount allocated from Operating Expense
categories for the year ended December 31, 2023 was $392,995, and direct fundraising
costs were $109,607 for a total cost of $502,602. The total amount allocated {rom
Operating Expense categories for the year ended December 31, 2022 was $354,856, and
direct fundraising costs were $144,098 for a total cost of $498,954.
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NOTE M: DISTRIBUTION OF INVESTMENT GAINS AND LOSSES

In past years, the Foundation has recognized significant amounts in realized and
unrealized losses on investments. FASB ASC 958-320-50-1 (formerly Statement on
Financial Accounting Standards (SFAS) Number 124) requires, unless donor stipulations
exist to the contrary, that losses not affect endowed net assets, even if the fair value falls
below the original principal amount. I[nstead, these losses reduce net assets with donor
restrictions to the extent that donor-imposed restrictions on net appreciation have not
been reached before the loss occurs. Any remaining losses reduce net assets without
donor restrictions. Gains occurring in subsequent years that restore the endowed net
assets are reported as increases in net assets without restrictions. In 2022, the Foundation
recognized a $21,157,872 net loss in realized and unrealized income on investments. In
the current year, the Foundation recognized a $21,006,430 net gain in realized and
unrealized income on investments.

As a result of fiscal year 2023 activity, the Foundation’s net asset categories reflect these
gains and losses distributed as follows:

Without Donor With Donor

Restrictions Restrictions Total
Pooled Fund Interest & Dividends, and
Portfolio Gains (L.osses), Realized

Due to Donor Restrictions $ 03 2,255 § 2,255

To the Extent of Appreciation ¢ 2,827,764 2,827,764

Remainder 336,593 0 336,593
Total Pooled Fund Gains (Losses), Realized 336,593 2,830,019 3,166,612
Other Gains {Losses), Realized:

Due to Donor Restrictions 0 2,999 2,999

Remainder 4,175 0 4,175
Total Other Losses, Realized 4,175 2,999 7,174
Portfolio Gains (I.osses), Unrealized:

Due to Donor Restrictions 0 13,445 13,445

To the Extent of Appreciation 0 15,831,767 15,831,767

Remainder 1,987,432 0 1,987,432
Total Portfolio Gains (Losses), Unrealized 1,987,432 15,845,212 17,832,044
Total Gains (Losses) Recognized $ 2,328,200 $§ 18,678,230 $ 21,006,430
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As a result of fiscal year 2022 activity, the Foundation’s net asset categories reflect these
gains and losses distributed as follows:

Without Donor With Donor

Restrictions Restrictions Total
Pooled Fund Interest & Dividends, and
Portfoie Gains (Losses), Realized

Due to Donor Restrictions $ 03 1,987 & 1,987

To the Extent of Appreciation 0 2,349,830 2,349,830

Renmainder 312,658 0 312,658
Total Pooled Fund Gains (Losses), Realized 312,658 2,351,817 2,664,475
Other Gains (Losses), Realized:

Due to Donor Restrictions 0 1,204 1,204

Remainder (14} 0 (14)
Total Other Losses, Realized (14 1,204 1,190
Portfolio Gains (I.osses), Unrealized:

Due to Donor Restrictions 0 (21,242) (21,242)

To the Extent of Appreciation 0 (20,389,785) (20,389,785)

Remainder (3,412,510) 0 (3,412,510)
Total Portfolio Gains (Losses), Unrealized (3,412,510) (20,411,027 (23,823,537
Total Gains (Losses) Recognized b (3,099,866) $ (18,058,006} % (21,157,872)

NOTE N: RETATED PARTY TRANSACTIONS

The Foundation receives contributions for the direct benefit of Texas A&M University —
Kingsville as designated by contributors. The Foundation distributed $1,137,763 in such
contributions to the University during 2023 and $3,153,438 in 2022.

NOTE O: SUBSEQUENT EVENTS

Management has reviewed the subsequent events and transactions that occurred after the
balance sheet date through July 31, 2024, which is the date of the audit report. The
financial statements include all Type [ events or transactions, including estimates,
required to be recognized in accordance with accounting principles generally aceepted in
the United States of America. Management and those charged with governance have
determined that there is one non-recognized Type II subsequent event which requires
additional disclosure:
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In April of 2024, the Foundation sold 500.504 acres for $1,901,915 that had been
included in the H.R. Smith Ranch contribution in the current year. (See Note P). These
acres were not included in the restrictions associated with the contribution and were
discontiguous to the remainder of the property.

In Fiscal Year 2022, management reviewed the subsequent events and transactions that
occurred after the balance sheet date through July 31, 2023, which was the date of the
audit report. The financial statements include all Type I events or transactions, including
estimates, required to be recognized in accordance with accounting principles generally
accepted in the United States of America. Management and those charged with
governance have determined that there are no non-recognized Type II subsequent event
which require additional disclosure.

P, TAMUK H.R. Smith Ranch, LLC

In 2023, the Foundation acquired the H.R. Smith Ranch (the Ranch) through a
coniribution from an estate. The TAMUK H.R. Smith Ranch, LLC holds the assets of
the Ranch and is fully owned by the Foundation. By the terms of the contribution, the
Ranch will be operated as a working ranch and utilized for educational purposes by Texas
A&M University — Kingsville for at least 20 years, after which the Foundation may elect
to liquidate or continue operations. A summary of the financial position and activities of
the Ranch for the year ended December 31, 2023, are as follows:

ASSETS:
Current Assets $ 600,246
Livestock 268,540
Land 26,116,950
Capital Assets 1,714,662
Artwork 450,000
Total Assets $ 29,150,398
LIABILITIES:
Current Liabilities $ 19,010
EQUITY:
Total Equity 29,131,388
Total Liabilities and Equity $ 29,150,398
RANCH REVENUE: $ 538,832
RANCH EXPENSES: 456,919
Net Income $ 81,913
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