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TEXAS SOUTHERN UNIVERSITY

10 CLEBURNE 5T, | HOUSTOM, TEXAS 770 | TIA I3 11T

CfFice .-._:,I"f.ﬁr Frrissiglent

June 12, 2026

The Annual Financial Report (AFR) for Fiscal Year 2025 provides a comprehensive account of Texas
Southern University's financial position and operations for the fiscal year ending August 31, 2025, The
report reflects the institution’s commitment to disciplined fiscal management, transparent reporting, and
responsible stewardship of the resources entrusted Lo the University.

The AFR provides a full and transparent accounting of all funds received and expended by the University.
Institutional resources are received from multiple sources, including appropriations from the State of Texas,
feceral grants and programs, partnerships with public and private organizations, philanthropic foundations,
and contributions from alumni and individual donors. The AFR demonstrates the University’s responsible
management of these resources, aligned with institutional priorities.

Fiscal Year 2025 marked the first full fiscal vear of the current administration. The efforts of the
administration, faculty, and stafT throughout the year resulted in notable achievements in student success,
strategic planning, and public service, Student success indicators reflect significant progression, including
a nine-percentage-point increase in the student persistence rate and a six-percentage-point increase in the
student progression rate. These notable achievements were enabled by strengthened advising, expanded
academic support, increased student tracking, and program forecasting.

The University also developed a Sirategic Plan and Facilities Master Plan. ASCEND 2030 and the
accompanying master plan are the institution’s first comprehensive strategic planning framework since
2022. These plans establish a well-structured and detailed blueprint o guide academic priorities, facility
improvement and expansion, institutional performance, and resource alignment, ensuring that institutional
initiatives deliver measurable outcomes.

In recognition of the institution's sustained commitment to local, national, and global partnerships, Texas
Southern University received the Camegie Community Engagement designation. This designation is an
evidence-hased recognition of a deep and sustained commitment to partnering that results in tangible
impacts through teaching, research, and service. This national distinction is held by only 10% of colleges
and universities nationwide,

During the fiscal year, the Texas State Auditor's Office (SAQ) conducted an audit of the University. The
first in 19 years. In consultation with the institution's new external auditor, the University paused
completion of the FY2025 audit of the financial statements 1o ensure the external auditor had complete
information for their audit procedures, The President, in his letter of December 12, 2025, notified the State
Comptroller the pause in the external audit would result in the University delaying the submission of the
audited financial statements until after the suspense date. Upen conclusion of the SAD's procedures and
publication of their report and the University Response, in late December of 2025, the audit of the financial
statements was resumed,

The SAQ's audit identified areas of process the University needed to improve. In response 1o the SAO's
findings, the University administration, in collaboration with the Board of Regents, instituted a 100-day
prioritized corrective action plan. This plan placed an intense focus on strengthening financial oversight,
improving administrative efficiency, and reinforcing institutional accountability. This concentrated effon
has enhanced and strengthened business processes and internal controls across financial operations,
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procurement, contracting, assel management, policy validation, and financial reporting to ensure broad-
based operational efficiency and effectiveness,

The University's response also included a targeted organizational realignment designed to strengthen
management oversight, Key administrative functions were repositioned to deepen leadership capacity,
enhance asset accountability, and reinforce governance standards essential to sound financial administration
and operational effectiveness. The University increased administrative and operational expertise by
establishing a Chiel Administrative Officer and deepened financial leadership and proficiency by hiring a
permanent Chief Financial Officer, These actions will drive a culture of constant improvement grounded in

accuracy, precision, and institutional accountability focused on producing accurate and predictable
outcomes.

The totality of these actions will advance a performance-driven culture defined by accountability and
responsible stewardship of institutional resources. Administrative and academic units will deliver
quantifiable results against established priorities, ensuring resources are strategically aligned to suppon
student success, university integrity, and long-term sustainability.

Texas Southern University appreciates the continued support of the State of Texas, the Board of Regents,
faculty, stafl, students, alumni, and community partners. Through focused management, methodical
financial practices, and sustained commitment to measurable outcomes, the University will continue to
strengthen its mission and advance its impact across the State of Texas and beyond.
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INDEPEMDENT AUDITOR'S REPORT

To the Board of Regents
Texas Southern University
Howstan, Texas

Report an the Audit of the Financial Statements

Opinion

We have audited the financlal statements of the business-type activities of Texas Southern University (the
“University™) as of and for the year ended August 31, 2025, and the related notes to the financial statements, which
collectively comprise the University's basic financial statements as listed in the table of contents.

In our oginion, the accompanying financlal statements referred to above present fairy, in all material respects, the
respective financial position of the business-type activities of the University, as of August 31, 2025, and the
respective changes in financial position, and cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America,

Basis for Qpinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
\GAAS) and the standards applicable to financlal audits contalned in Government Auditing Standards, issued by the
Comptroller General of the United 5tates (Government Auditing Stondards). Our responsibilities under those
standards are further described in the Auditor"s Responsibilities for the Audit of the Financial Statements section of
our regort, We are requined to be independent of the University, and to meet our other ethical responsibilities, in
accordance with the relevant ethical requiremeants relating to our audit. We befieve that the audit evidence wie have
obtained is sufficient and appropriate to provide a basis for our audit apinian.

Emphasis af Matter

As discussed in Mote 1, the finandial statements of the University are intended to present the financlal position, the
changes In financlal position, and, where applicable, cash flows of only that portion of the State of Texas that is
attributable to the transaction of the University. They do not purport to, and do not present fairly the financial
position of the State of Texas as of August 31, 2025, the changes in financial position, or, where applicable, its cash
flows for the year then ended in accordance with accounting principles generally accepted In the United States of
Armerica. Our opinkon ks not modified with respect to this matter.

Responsibilities of Management for the Financlal Statements

Management is responsible for the preparation and fair presentation of the 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 frawd or error,
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To the Board of Regents
Texas Southern University
Houston, Texas

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, which raise substantial doubt about the University’s ability to continue as a going
concern for twelve months beyond the financial statement date, including any currently known information that
may raise substantial doubt shortly thereafter.

Auditor’s 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 auditor’s report that includes our opinions.
Reasonable assuranceis a high level of assurance but is not absolute assurance and therefore is not aguarantee 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 financial
statements.

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

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

e |dentify 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 financial statements.

e (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 University’s internal control. Accordingly, no such opinion is expressed.

e 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.

e Conclude whether, in our jJudgment, there are conditions or events, considered in the aggregate, that raise

substantial doubt about the University’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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s discussion and
analysis, pension information, and other-post employment benefitinformation, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part
of the financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with GAAS, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

17



To the Board of Regenis
Tawas Southern University
Houston, Texas

Supplementary Information

Dur audit was conducted for the purpose of forming opinions on the finandial statements that collectively comprise
the University’s Basic financial statements. The supplementary Information, as listed in the table of contents, Is
presented for purposes of additional analysis and s not a required part of the basic financial statements. Swech
information ks the responsibility of management and was derived from and relate directly to the underying
accounting and other recards used to prepare the basic financial statements. Such information has been subjected
te the auditing procedures applied In the audit of the basic financial statements and certain additional precedures,
including comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic finandal statements themselves, and other additicnal
procedures in acoordance with auditing standards generally accepted In the United States of America. inour eplndon,
the supplementary information, as listed in the table of contents, is fairly stated, in all material respects, in relation
to the basic financial statements as a whole,

Other Information

Management is responsible for the other information induded in the annual report. The other information
comprises the Iintreductory section but does not include the basic financial statements and cur auditor’s report
therean. Our oginion on the basic financlal statements do not cover the other information, and we do not express
an opinion or any form of assurance thereon,

Im conmection with our audit of the baslc financial statements, our responsibllity is to read the other information and
consider whether a rmaterial inconsistency exists between the other information and the baslc financlal statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we

conclude that an uncorrected material misstatement of the other information exists, we are required to describe it
Ir o report.

Other Reporting Required by Government Auditing Standards

In accardance with Government Acdlting Stondards, we have also Issued ocur report dated June 12, 2026, on our
cansideration of the University’s inkernal contral aver financial reporting and our tests of its compliance with certaln
provisions of laws, regulations, contracts, 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 1o provide an opinion on the effectiveness of the University's internal controf over financial
reporting or on compliance, That repart i an integral part of an audit performed in accordance with Government
Auditing Stondards in considering the University’s internal control over financial reporting and compliance,

LU'LI-!'!—.'; Jgﬂ L

Houston, Texas
Jume 12, 3026
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TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)
MANAGEMENT'S DISCUSSTON AND ANALYSIS (MD&A)
For the Year Ended August 31, 2025

The following is Texas Southern University's (T5U"s) Management's Discussion and Analysis (MD&A) which
outlines the financial performance for the fiscal vear ended August 31, 2025. The information that is being
presented should be read in conjunction with other areas of the financial section of the report including the message
from the President located in the introductory session.

THE STRUCTURE OF OUR ANNUAL REPORT

Componenis of the Financial Section

Independent Manspemeni’s Basic Financinl Reguired
Auditor's Report Discussion and Statcments Supplementary
Analysis Infoematicon
Stalement af MNet Siatement of Bevenues, Sitement of Mates o the
Position Ewpenses, and Changes Cath Flows Financial
in Met Position Statements

Summary <: > Deta

TSU's basic financial statements include the Statement of Net Position; Statement of Revenues, Expenses, and
Changes in Met Position; Statement of Cash Flows; and notes to the financial staterments. This report also includes
supplementary information intended to furnish additional detail to support the basic financial statements themselves.

Basic Financial Statements

The basic financial statements report information for TSU. These statements include transactions and balances
relating to all assets, including infrastructure capital assets, These statements are designed to provide information
about the cost of services, operating results, and financial position of TSU as an economic entity. The Statement
of Met Position and the Statement of Revenues, Expenses, and Changes in Net Position, which appear first in the
financial statements, report information on TSUs activities that enable the reader to understand the financial
condition of TSU. These statements are prepared using the accrual basis of accounting, which is similar to the
accounting used by most private sector companies. All the current year revenues and expenses are considered even
if cash has not yet changed hands,
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TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)
MANAGEMENT'S DISCUSSION AND ANALYSIS, Continued
For the Year Ended August 31, 2025

The Statement of Net Position presents information on TSU's assets and deferred outflows of resources that exceed
liabilities and deferred inflows of resources, The difference between these categories is reported as mer position,
Over time, increases or decreases in net position may serve as a useful indicator of whether the financial position
of TSU is improving or deteriorating. Other nonfinancial factors, such as TSU's student enrollment and the
condition of TSU"s infrastructure, should be considered o assess the overall health of TSL.

The Statement of Revenues, Expenses, and Changes in Net Position presents information showing how TSU"s net
position changed during the most recent year. All changes in net position are reported as soon as the underlying
evenl giving rise to the change occurs, regardless of the timing of related cash flows — the accrual method.

The Statement of Cash Flows presents information about TSU's cash receipts and cash payments during the
reporting period. The statement reports cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities and provides answers to such questions as where cash came from,
what was cash used for, and what was the change in cash balances during the reporting period.

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the financial statements.

The basic financial statements can be found after the Management's Discussion and Analysis (MD&A) within this
report.

FINANCIAL ANALYSIS OF TSU

As noted earlier, net position may serve over time as a useful indicator of Texas Southern University’s financial
position. As of August 31, 2025, assets and deferred outflows of resources exceed liabilities and deferred inflows
of resources by $355335,643.53, The largest portion of T5U's net position (68.19%) reflects its investments in
capital assets (e.g., land, buildings and improvements, equipment, leased land, library books, construction in
progress, and infrastructure), less any debt used to acquire those assets that are still outstanding, T5U uses these
capital assets to provide services to students; consequently, these assets are not available for future spending.
Although Texas Southern University's investment in its capital assets is reported net of related debt, it should be

noted that the resources needed to repay this debt must be provided from other sources, since those assets themselves
cannot be used to liquidate these liabilities.
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TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)
MANAGEMENT'S DISCUSSITON AND ANALYSIS, Continued
For the Year Ended August 31, 2025

Condensed Statement of Net Position
The following table reflects the condensed Statement of Net Position:

CONDENSED STATEMENT OF NET POSITION

2025 2024

S

Current and other assets 5 29771041837 5 318.206,952.48

Mon-current Restricted asqets
Capital assets, net
Total Assets

Deferred Outflows of Hesources

Current liabilities
Moncurrent liabilities
Tatal Liabilities

Delferred Inflows of Hesources

Met investment in capital assets
Restricted for:

Dbt Retirement

Orher

117,732,044.12
296,464,921.76

103,920,906 96
296, 155.211.50

711,907,384.25

T18,283,070.94

10,898,333.00

17,925,174.34

121,634,950.01
206,401,299.71

110,264,133.81
220.213,671.22

328,036,249.72

331,177,805.03

39,433,824.00

43,313,775.00

242,286,361.55

815, 76038
143,438, 060.84

241,520,133.21

217,003.69
119,286, 49684

Unrestricted
Total Met Position

(31,204,539.24)
$ 355.335,643.53
m—

(1,506,968.49)
$ 359.516,665.25

Total Assets decreased by $6,375,686.69 from $718,283,070.94 in the prior year to $711,907,384.23 in the current
year. This was the result of physical inventory counts which required disposal of $4,340,284. 17 of assets and market
adjustments to short term investments of $2,092,201.36. Texas Southern University (TSU) recognized a
$864,423.00 decrease in legislative appropriations from $78.869,582.00 in fiscal yvear 2024 to $78,005,159.00 in
fiscal vear 2025, The Texas Legislative Budget Board (LBB) approved the funding in May 20273 at the close of the
88" Legislative Session. This directly affected the General Revenue and General Revenue — Dedicated Funds.

Total Liabilities decreased by $3,141,555.31 from $331,177,805.03 in the prior year to $328,036,249.72. However,
TSU recognized an increase in current liabilities of $11,030,221.99 due to an increase in accounts payable of
£15,738,448.13 from $8,822,505.40 to $24,560,953.53, Eighty-two percent (84%) of this change, $13,267,954.10,
is attributed to accrued construction expenses on facilities, including student housing, that started during the fiscal
year, Texas Southem University experienced a decrease in nen-current liabilities of $13,812,371.51 from
£220,213,671.22 to $206,401,299.71 primarily due to a decrease in the following areas: Net OPEB Liability, Net
Pension Liability and Revenue Bonds Payable. The noncurrent portion of the Net OPEB Liability declined by
§1.672,118, and Net Pension Liability declined by 3414409400, These changes are discussed in Note 9B.
Revenue Bonds Payable also decreased by 7,704,323.62,
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TEXAS SOUTHERN UNIVERSITY
{An Agency of the State of Texas)

MANAGEMENT'S DISCUSSION AND ANALYSIS, Continued
For the Year Ended August 31, 2025

The unrestricted net position declined by ($29,697,570.75) from a deficit of ($1,506,968.49) to a deficit of
(§31,204,539.24) at 2025 year end. Unrestricted net position represents amounts that can be used to finance day-to-
day operations without constraints established by debt covenants and enabling legislation. Most of the decrease in
net position can be attributed to the outlay of funds related to capital projects.

Restricted Net Position increased by $24,750,320.69 from $119,503,500.53 to $144,253,821 22, The increase can

be attributed to the positive change in endowment value of $12,586,747.26 from $102,120,224.77 in the prior fiscal
year to 5114,706,972.03 in fiscal year 2025.

Statement of Revennes, Expenses, and Changes in Net Position

2025 2024

OFPERATING REVENUES
Tuition and Fees - Pledged £ 9701270346 § 95,640,418.69

Discount on Tuition and Fees (38,300,912.42) (35.862,277.35)
Auxiliary Enterprises -Pledged 19318277.04 1964343721
Other Sales of Goods and Services = Pledged 15390523 3446925
Federal Revenue 35.350,709.13 31,336,946.17
Federal Pass-Through Revenue 1,372,923 .66 699,796.31
State Revenue 56481746 [,793,8035.88
State Pass-Through RBevenue 9,904, 124 .66 5477.367.00
(ther Contracts and Grants - Pledged 3,617, 73643 5.460,766,14
Other Operating Revenue 10,016,763.99 10,939,750.03
Total Operating Revenues 139,006,048.64 135.164,479.13
OPERATING EXPENSES
Salaries and Wages 100,727 ,370.53 92,020,430.26
Payroll Related Costs 21,339,564.10 29,945,439.32
Professional Fees and Services 21,530,484 28 17,731,829.06
Travel 4,563,001 6.8 3,844.634.97
Materials and Supplies 18,678,849.13 12,363,843.54
Commmunication and Utilities B AT0 22811 8.514,677.64
Repairs and Maintenance I 1,657,395.60 7008936 48
Rentals and Leases 2.646,991.99 1,702,032.12
Printing and Reproductions 44307817 507.799.21
Federal Pass-Through Expense 63593715 679,574.59
Bad Debt Expense 1,268,094.43 802,288.05
Scholarships 32,087,132.4] 16,458,868.89
Other Operating Expenses 15,574,465.63 1370, 0199.36
Depreciation and Amortization 20,050, 77249 20,734,354.57
Tatal Operating Expenses 257,673,380.08 224,584,908.06
Operating (Loss) $ (118,657331.44) §  (89420,42893)




TEXAS SOUTHERN UNIVERSITY

{An Agency of the State of Texas)
MANAGEMENT'S DISCUSSION AND ANALYSIS, Continued
For the Year Ended August 31, 2025

Statement of Revenues, Expenses, and Changes in Net Position (Continued)

2ms 2024
MONOPERATING REVENUES (EXPEMSES)
Legiskative Revenue 54,438,033 .00 55,384,388.00
Additional Appropriations 15367,356.30 15,3840 604 47
Gifis T2, 26632 239 940.54
Federsl Revenue Monoperating 38.836,924.34 23,206, 164,55
Imterest Income 5.531,354.72 11,432,030.27
Ivesting Activities Expenses (27 894 58) (835, 796.00)
Interest Expense and Fiscal Charges {954, 7T92.14) {1,454 950.66)
ket Incrense In Fair Value B, 506, THS .68 11,809,0692.75
Other Monoperating Revenue (Met) 28 25508 12 559008 61
Total Monoperating Revenunes (Expenses) 133,552 281,712 1258 489,662.53
Income (Loss) Before Chher Revenues, Expenses,
and Transfiers 4 B9 95228 36,069 233,60
OTHER REVENUES, EXPENSES, AND TRAMSFERS
Capital Appropriations (HEAF) 12,072 906.00 12,072 90600
Contributions to Permanent and Term Endowmenis - 1,397.018.69
Lopses (15,824 448.72) (8,484,011.72)
Transfer In 430231638 6,086, 530027
Transfer Out (9,626, T47 H6) (14,774.026.24)
Total Other Revenues, Expenses, and Transfers (2,075,974 00" [ 3.651,583.00]
Change in Met Pasition {4,181,021.72) 35,377,650,60
Beginning Nel Position 359.516,665.25 324 130 014,63
Ending Met Position g 355,335643.53 5 139 516,665,25

For the year ended August 31, 2025, revenue and transfers in of $4,302,316.38 totaled $279,926,246.46. This
represents a decrease of (54,835,096.82) or 2% and is attributed to decreases in legislative revenue, additional
appropriations, interest income, net increase in fair value and other nonoperating income.

Total net position decreased by ($4,181,021.72). The primary reason for the decrease is atiributed to a compensation
study which adjusted select personnel salaries and associated payroll related costs to more competitive market
rates, Texas Southern University experienced a $12,586,747.26 increase in endowment value primarily caused by
the overall market performance for fiscal year 2025 of 38,806,783.68.

Texas Southern University's expenses and transfers out of ($9,626,747.66) totaled $284,107,268.18 for the year
ended August 31, 2025, This represents an increase of §34,723,575.50 or 14% from last year. This is attributed to
1) scholarships, which increased by $15,628,263.52 and 2) lapsed appropriations of $15,824,448.72 that could not
be rolled over due to the end of the biennium period.
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TEXAS SOUTHERN UNIVERSITY
(An Agency of the State of Texas)

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
For the Year Ended August 31, 2025

Key elements to these changes are as follows:

Operating revenues increased by $3,851,569.51 or 2.85%.

Non-operating revenues and Other Revenues decreased by ($8,686,666.56) or 6%
Operating expenses less depreciation expense increased by $33,772,054.10 or 17%
Non-operating expenses and Other Expenses increased by $1,635,103.48 or 7%

Graphic presentations of selected data from the summary tables follow to assist in the analysis of TSU’s activities.

Operating Revenues

Other Revenue

10% oy
Net Tuition 42%

Auxiliary

Enterprises
14%
|

Total State 8%

Total Federal
26%
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TEXAS SOUTHERN UNIVERSITY

{An Agency of the State of Texas)
MANAGEMENT'S DISCUSSION AND ANALYSIS, Continued
For the Year Ended August 31, 2025
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TEXAS SOUTHERN UNIVERSITY

{An Agency of the State of Texas)
MANAGEMENT'S DISCUSSTON AND ANALYSIS, Continued
For the Year Ended August 31, 2025

CAPITAL ASSETS

At year-end, Texas Southern University had capital assets and infrastructure (net of accumulated depreciation) in
the amount of $2%96,464,921.76. This represents a net increase of $309,710.26.

Major capital asset events during the current year include the following:

» Building improvements were completed at a cost of $8,124,328.12.
s Various equipment and other capital assets increased for a total of $4,520,357.17.
» Library books were increased by $2,484,159.20

More detailed information about TSUs capital assets is presented in Note 2 to the financial statements.

LONG-TERM DEBT

TSU's revenue bonds carry the rating of “BBB+" with a stable outlook from Fitch Ratings, Inc. This rating was

upgraded by Fitch to A- in May 2025. At year end, TSU had $130,479,302.83 in revenue bonds outstanding versus
S137.871,771.28 last vear,

More detailed information about TSU's long-term liabilities is presented in Mote 5 to the financial statements,

ECONOMIC FACTORS

Texas Southern University is a vibrant and progressive HBCU located in the historic Third Ward District of the
Houston metropolitan area. Its rich history and unwavering connection to the community have led to the
successful bridging of the gap for many first-generation college students. As a public 4-year institution offering
professional programs in Pharmacy, Business, and Law, the University's financial position is closely tied to the
State of Texas and the health of the state’s economy.

During fiscal year 2025, equity markets and fixed income markets in the United States generated strong gains
during the fiscal year, and bond returns performed their best in nearly five (5) years. The Federal Reserve reduced
the federal funds rate despite inflation remaining slightly elevated. The investment activity during the year
provided reliable income and acted as a buffer against the volatility that characterized the beginning of the year,
In fiscal year 2026, analysts expect the bond market to continue offering solid return although less robust than in
previous years, TSU has invested in a diversified portfolio that has the potential to grow over the long term.
Dwring shorter time periods, the portfolios may be impacted by market conditions and negative changes. TSL will
continue to ensure best practices in fiscal management efforts while supporting the institution’s pricrity of student
SUCCESS.

The University continued to heavily invest in its existing enline e-learning and conference platforms, software
upgrades and installations, and updated online security, Classes continued to be offered in three formats: face-to-
face, hybrid (face-to-face and remote), and online only. By offering various leaming modalities, the i3 instruction
has been able to continue providing online instructions, and innovative resources during times of economic
uncertainty.
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{An Agency of the State of Texas)
MANAGEMENT'S DISCUSSITON AND ANALYSIS, Continued
For the Year Ended August 31, 2025

CONTACTING TSU'S FINANCIAL MANAGEMENT

This financial report is designed to provide our students, alumni, citizens, taxpayers, donors, and creditors with a
general overview of TSUs finances and to show TSU's accountability for the money it has received. If you have
questions about this report or need additional financial information, refer to cur website, hitp.f'www 1su.edy, or
contact the Texas Southern University General Accounting Department, 3100 Cleburne Street, Houston, Texas
TT004.
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TEXAS SOUTHERN UNIVERSITY

{An Agency of the State of Texas)
STATEMENT OF NET POSITION

August 31, 2025
ASSETS Total
Current Assets
Cosh and Cash Equivabens
Cash on Hund 5 2.566,57
Cash in Bank J1L3RL. 20350
Cash in TransivReimburse from Treasury 22,670.48
Cash in State Treasury 13060 47292
Restricted:
Cash in Bank-Restricied B 568, 70699
Cash Equivalent 5,045,077.69
Short-Term Investmenis 4,429.471.23
Legislotive Appropriations 63,341 636,46
Receivables:
Federal 31.448,043.27
Other Intergovernmental 0.0
Accounts, Met 54.4350,775.01
Other SRS 22T AT
Due From Other Agencies 682,715.81
Consumable Inventories Gl T T4
Prepaid Costs 2E22 6E0 84
Total Current Assets 297,710,418.37
Mon-Current Assets
Restricied:
Invesimenis 114, 706,972,003
Laans and Contraets 515, 18347
Prepaid Cost 2,509 BH%.62
Total Non-Current Restricted Assets 117, 752,044,12
Land 25,423, 17620
Comstruction in Progress 4,542 66 91
Historical Treasures and Works of An 2.839.312.50
Tatal Mon-Depreciable ar N on-Amortizable 21, 795,153.61
Capital and Leased Assets Depreciable:;
Buildings and Building Improvements 601 924,554 44
Infrastructure 709648395
Equipmend 65,046, 125.44
Leased Land R AR
Library Books 43,345 036,06
Leas: Accurmulated Depreciation and Amortiztion [436,478,243.39)
Tatal Depreciable or Amaortizable, Ned 163,669, 768,15
Total Mon-Current Assels 414,196,965, 88
TOTAL ASSETS TLE07 58425
Deferred Crutftows of Resources
Deferred Cutflows of Resources-Pendion 7,285,323.00
Deferred Cutflosws of Resources-0OFER 3373, 776,66
Deferred Outflows of Resources-ARD 133.462.62
Deferred Outflow of Resources - Deferred Loss on Refunding 103, 768,72
Total Deferred Cutflows of Resoarces i 10,898, 333.00

See Nobes to Financial Statements.
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TEXAS SOUTHERN UNIVERSITY

{An Agemey of the State of Texas)
STATEMENT OF NET POSITION
Awgust 31, 2025
LIABILITIES Total
Current Linbilities
Accounts Pavable $ 24 560,953,53
Poyroll Payable 796 AT8.90
Due 1o Other Agencies 1,844, 130,50
Imerest Payahble 2956,218.17
Escheat Payable 3,243,197 67
Unearmed Revenaes 60,918, 248.46
Student Refunds Pavable 658, B, 64
Cther Puyables 3,563,209,52
Met OPEB Lishility Curnent 2,648 963,00
Lease Lisbility &9.006,75
Revenue Bonds Current Payable, MNet T 1246843
Emplovecs’ Compensable Leave 3098, 208 42
Tatal Carrent Liabilithes 121,634, 950,01
Mon-Current Liabilithes
Met Persion Liabillny 7,972, 78400
Met OPER Liability 33,387, 218.00
Lense Linbility 40, 363.64
Revenuwe Bonds Payable, Net 122, 766,834,738
Employess' Compensable Leave 1,674,099 69
Total Non-Current Lisbilities 206,4001.299,71
TOTAL LIABILITIES S28,004,249,72
Deferred Inflows of Resources
Deferred Inflosws of Resources-Pendion 162525500
Dieferred Inflows of Resources-0OPFER 31,808, 589,00
Tatzl Deferred Inflows of Resoarces 30 453,824,000
NET POSITHON
Het Imvestment in Capital Asseis 242 286 361,55
Resiricled For:
[t Retirement B15,760.34
Capital Projects 26,035,302.27
Loans 287,986,212
Ceber Restricted 2,407 800,32
Funds Held as Permanent Investments:
Monexpendable 48, 176,928.25
Expendable 66, 530,043,758
LUinrestricied {31,204,539.24)
TOTAL NET POSITHON 5 A55.335,643.53

Ser Motes o Financial Statements.



TEXAS SOUTHERN UNIVERSITY
(An Agemcy of the Siate of Texns)
STATEMENT ©F REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Year Ended August 31, 2025

Ials
OFERATING REVENUES
Tuiticn and Fess-Pledged 5 100203 46
Discount on Twition and Fees {(IB300,912.42)
Auxiliary Enterprises-Pledged 19.318,277.04
Cither Sales of Goods and Services-Pledged 153,905.23
Federal Revenue 35,350,709.13
Federal Pass-Through Revenue [,372,923.66
Siate Revenue J64. 81746
State Pass-Through Revenue Q.00 1 24,65
(her Cantructs and Crante-Pledged 3,617,73643
(her Operating Revenuwe 10,016,763 95
Total Operating Revenues 139,016 048 64
OPERATING EXPENSES
Salaries and Woges 100, 727,370.53
Fayroll Relnted Cosls 21,339,564, 10
Professional Fees and Services 21,530,484 .28
Travel 4.563,016,06
blaterials and Supplies I8.578,849.13
Communicatbon and Urilities 647022811
Repairs and Maimtenanos 11,657, 355.60
Rental and Lesses 2,640, 991,99
Printing and Reproduction 443,078.17
TFederal Puss-Theough Expense B35,937.15
Bad Dbt Expense 1,268,004 43
Scholarships J1,087,132.41
Umber Operating Expenses 15574 46563
Depreciation and Amortization 20,050,772.49
Total Operating Expensed 257,673, 380,08
Dperating {Loss) 5 (1 3144

See Motes o Financind Sintements.



TEXAS SOUTHERN UNIVERSITY
{An Agency af the State of Texas)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

For the Year Ended Avgust 31, 2015

2015
NOM-OFERATING REVENUES (EXPENSES)
Legislative Revenue 54.438,033.00
Additionnl Appropriation 15,367 356,30
Gifis T26,266.32
Federal Revenue Monoperating ER36,924 54
Interest Income 553135472
Investing Activities Expenses {27.899.58)
Interesi Expense and Fiscal Charges (954,792, 14)
Met Increase in Fair Value B B0, TR 68
Okher Nonoperating Revenue R28,255.08
Total Mon-Dperating Revenues 113,552,283.72
Income Before Other Revenues, Expenses, Gains/Losses and Transfers 4. 894,952,218
OTHER REVENUES, EXPENSES, GAINS, LOSSES AND THANSFERS
Capital Appropriations (HEF) 12,072, 90600
Additions 1o Permanent and Term Endosments 000
Lapues {15,824 44872}
Legistative Transfers:
Transfer-In 4.302,316,18
Transfer-Chat (9626,T4T7.64)
Total Other Revenues, Expenses, Gain/Losses and Tramnsfers {075,974, 0y
Change in Net Position (4, 181,021.72)
Beginnimg Met Position 359,516,665.15
Ending Met Position 355 A3

See Mobes 1o Financinl Slatements
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TEXAS SOUTHERN UNIVERSITY
(Am Agency of the State of Texas)
STATEMENT OF CASH FLOWS

For the Year Ended Awgust 31, 2025

Cash Flows from Operating Activities
Proceeds from tuition and fees
Proceeds from rescarch grants and confracis
Procesds from siate grants apd contracts
Procesds from suxiliary enterprises
Procesds from other revenwes
Payments to suppliers for goods and services
Payments 1o employees for salaries and wages
Payments for employes related costs
Payments for olbier expenses

Met Cash Used by Operating Activithes

Proceeds from gifts
Proceeds from grants receipis
Met Cash Provided by Noncapital Financing Activities

Proceeds from capital appropelations
Payments for additions 1o capital assets
Payments of principal on debt
Payments of inenest on del
Met Cash Used by Capital and Related Financing Activithes

Cash Flows from lavesting Activities
Proceeds from sale of investments
Proceeds from interest and invesiment income
Payments to scquire investment
Met Cash Provided by Investing Activities

Met Decresse in Cash and Cash quh‘lhll!

Beginning cash and cash cquivalents
Ending Cash and Cazh Equivalents

Unrestricted cash and cash equivalents
Restricted cash and cash equivalents
Ending Cash and Cash Equivalents

See Motes to Financial Statements.

2025

23,386,085.15
34,837,991.14
10,473,942.12
19,318,277.04
14,965,487 .44
(81,420,220.58)
(99,148,158.84)
(21,234 454 83)
(9,632.111.05)

(108, 449.202.41)

41456, 199.55
T26,266.32
38,902 98026

81,085 44513

12,072 9060
(20,264,482.75)
{7,440, 468,05)
(2,539.07)

{15,730, 583.57)

23,336,370.02
5.483,429.73
(25.116,491.59)

3,702 50818

(35,351A431.97)

L78,674,600.51

139,283,168.54

44 ,6659,3183.36
04,613, 784,68

139,283,168.54
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TEXAS SOUTHERN UNIVERSITY
{An Agency af the State of Texas)
STATEMENT OF CASH FLOWS

For the Year Ended Angust 31, 2025

Reconcilistion of Operating {Loss) to Net Cash 025
{Usedd) by Operating Activities
Orperating (loss) $  (118,657,331.44)

Adjustments to reconcile operating (loss)
tir et cash {used) by operating activities:

Depreciation and amertization 20,050, 772,49
Bad Dbt Expense (0,00
Operating (Loss) and Cash Flow Categorics (U8 606,538.95)
Changes in Operating Assets and Linbilities:
Ascounts receivable, net (22,603 396.65)
Due From federal government {1,885 641 .65)
Inveniories 0,0l
Prepaid expenses 4,355,603.95
Ohther recesvabies 118108079
Other intergovernmental 4,756,133.93
Deferred outfllows of resources-Pension &, 168, 77100
Deferred cutfllows of resources-CPER f58,000.34
Aggounts payable 15,738, 448.13
Salaries payable THI, 26462
Unenmed revenwe (2. 172 176500
Compensated absences liability T95,947.07
et pension Hability {4, 144,094 00)
biet OPEB liakility {1,453 861.00)
Deferred inflows of resources-Pension (912,514,000
Deferred inflows of resources-OPFEB (3,167 437.00)
Dse o other agencles 195, 798,50
Eschest payable T22,708.54
Sudent refunds payable (9. 252038.31)
Oither current labilities 2,1 %2,687.78
Met Cash (Used) by Operating Activities 5 (H0E 445, 002.41)
See Nobes 10 Financial Statemenis.

Mon=-Cash Transactions Mel Change in Fair Value of Investments 5  B.806,785.468
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717 -TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)

NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES.

The financial statements of Texas Southern University (TSU), reported as a business-type activity in the State of Texas
Annual Comprehensive Financial Report, have been prepared in conformity with generally accepted accounting
principles (GAAP) for local governmental units and with State statutes. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles.

TSU’s annual financial report is prepared to satisfy both the requirements of GAAP and the Texas Comptroller of Public
Accounts’ (the “Comptroller”) requirements as specified in the Comptroller’s Reporting Requirements for Annual
Financial Reports of State Agencies and Universities. The Comptroller specifies, among other items, account captions,
note organization, and does not allow the rounding of financial statement amounts to whole dollars.

The most significant accounting and reporting policies of TSU are described in the following notes to the financial
statements:

A. Reporting Entity

TSU is an agency of the State of Texas (the “State). No component units have been identified which should be presented
within TSU’s report.

B. General Background

TSU serves the State by providing education, research, and extension work in the fields of the arts, business, education,
law, pharmacy, public affairs, science, and technology. TSU is located within the heart of Houston, Texas. It is home to
an increasingly diverse population of students with more than 80 undergraduate, graduate, and professional degree
programs.

C. Financial Statement Presentation

Although the COVID-19 pandemic health crisis subsided considerably, in fiscal year 2025, federal relief funding for
campus wide projects remained available to TSU to supplement the institution’s budget through a second no cost
extension approved by the Department of Education in May 2024, which expired on June 30, 2025. As a result, TSU
continued to include reporting consideration for COVID-19 pandemic response during the fiscal period under review.
Congress passed these Acts in fiscal year 2020 and 2021:

» Coronavirus Aid, Relief, and Economic Security (CARES) Act
» Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA)
* American Rescue Plan (ARP)

These Acts provided economic grants to offset additional expenses and forgone revenue as a response to COVID-19.

As aresult of the acts provided, The Higher Education Emergency Relief Funds (HEERF I, II, and III) was created, which
provides budgetary relief to higher education institutions through numerous provisions.

These financial statements include implementation of (GASB) Statement No. 35, Basic Financial Statements — and
Management’s Discussion and Analysis — for Public Colleges and Universities an Amendment of GASB Statement No.
34. Requirements of the statement include the following:

. A Management’s Discussion and Analysis (MD&A) section providing an analysis of TSU’s overall financial

position and results of operations.
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717 - TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2025

. Financial statements prepared using full acerual accounting for all TSUs activities. Statement No. 35 established
standards for external financial reporting for all public colleges and universities, which includes a Statement of
Met Position, a Statement of Revenues, Expenses, and Changes in Net Position, and a Statement of Cash Flows.
It requires the classification of net position into three components ~ net investment in capital assets; restricted; and
unrestricted.

These classifications are defined as follows:

= Net investment in capital assets - This component of net position consists of capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds, morigages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

» Restricted - This component of net position consists of constraints placed on net position use through external

constraints imposed by creditors (such as through debt covenanis), grantors, contributors, laws, regulations of other
governments or constraints imposed by law through constitutional legislation.

« Unrestricted - This component of net position consists of net pesition that does not meet the definition of
“restricted” or “net investment in capital assets.”

D. Measurement Focus and Basis of Accounting

For financial reporting purposes, TSU is considered a special-purpose government engaged only in business-type
activities. Business-type activities are those that are financed in whole or in part by fees charged to external parties for
goods or services. Accordingly, TSU's financial statements have been presented using the economic resources
measurement focus and the accrual basis of accounting. Under the accrual basis, revenues are recognized when eamed
and expenses are recorded when an obligation has been incurred.

E. Budgets and Budgetary Accounting

The budget is prepared biennially and represents appropriations authorized by the legislature and approved by the

Governor (the General Appropriation Act). Unencumbered appropriations are generally subject to lapse 60 days after
the end of the fiscal year for which they were appropriated.

F. Asseis, Liabilities, Deferred OuiflowsTolows of Resources and MNet Position
1. Cash and Cazh Equivalenis

TSU's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition.

2. Balance in Legislative Appropriations

This item represents the balance of general revenue funds at August 31, 2025 as calculated in the Texas
Comptroller’s General Revenue Reconciliation.

3. Current Receivables — Other

Other receivables include year-end accruals. Accounts receivables are shown net of an allowance for
uncollectible accounts.
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717 -TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)

NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2025

4. Lease Receivable

Lease receivables are recorded by TSU as the present value of lease payments expected to be received under
leases meeting the S100,000 threshold per coniract excluding short term. Lease receivables are subsegquently
reduced over the life of the lease as cash is received in the applicable reporting period. Short term leases,
defined as having a maximum period of twelve (12) months, are recognized as collected. Texas Southern
University had no lease receivables for the period under review.,

5. Hestricted Assets

Restricted assets include monies or other resources restricted by legal or contractual requirements, including
those related to sponsored programs, donors, bond covenants, and loan agreements.

6. Investments

In accordance with GASB Statement Mo. 31, Accouning and Reporting for Cerlain Investmenis and External
Favestment Pools, TSL reports all investments at fair value. Changes in unrealized gain (loss) on the carrying
value of the investments are reported as Net Increase in Fair Value in the statement of revenues, expenses,
and changes in net position.

7. Inventories and Prepaid Costs

Inventories are valued at cost, utilizing the first-in and first-out method. The consumption method of
accounting is used, meaning these items are expensed when the items are consumed. Certain payments to
vendors made in advance of the scheduled due date have been recorded as prepaid costs.

8. Capital Assets

Capital assets are defined by the State as follows:

Class of Asset reshold
Land and Land Improvements Capitalize all
Buildings and Building Improvements F 100,000
Facilities and Other Improvements £100,000
Infrastructure-Depreciable £500,000
Infrastructure-Mon-Depreciable Capitalize all
Fumiture and EquipmentVehicles 10,000
Leased Land S100,000
Library Books {collections) Capitalize all
Works of Art/Historical Treasures Capitalize all
Leaschold Improvements $100,000
Internally Generated Computer Software 51,000,000
Other Computer Software $100,000
Land Use Rights — Permanent Capitalize all
Land Use Right - Term $ 100,000
Otther Intangible Capital Assets $100,000
Construction in Progress Capitalize all

Thesc assets are capitalized at cost. Donated capital assets, donated works of art, historical

treasures and similar items acquired subsequent to fiscal vear 2013, are recorded at acquisition
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717 -TEXAS SOUTHERN UNIVERSITY

{An Agency of the State of Texas)
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2025

value at the date of donation (marketplace value). Major outlays for capital assets and
improvements are capitalized as projects are constructed. Depreciation is reported on all
exhaustible assets. [nexhaustible assets such as land, works of ant and historical treasures are not
depreciated.

Assets are depreciated or amortized over the estimated useful life of the asset using the straight-
line method over the following estimated useful vears:

Estimated
Asset Description Useful Life
Buildings and improvemenis 15 to 50 years
Facilitics and other improvements 22 years
Fumniture and equipment 3 to 10 years
Infrastructure 30 to 50 years
Computer software 5 to 6 vears
Leased Land Lease term
Library books |5 vears
Land use rights 10 years

. Accounts Payable

Accounts payable represent the liability for the value of assets or services received at the statement

of net position date for which payment is pending.
Lease Liability

Lease liabilities represent TSU's obligation to make lease payments arising from leases meeting
the $100,000 threshold per right to use (RTU) asset, excluding short term leases. Lease liabilities
are recognized at the lease commencement date based on the present value of future lease
payments over the remaining lease term. Present value of lease payments is discounted based on
a borrowing rate determined by TSU, Short term leases, those with a maximom period of 12
months, are expensed as incurred. Additional details are provided in Note 8, Leases Liabilities.

Compensated Absences

A liability is recognized for employees’ compensated absences for leave time that (1) has been
camned for services previously rendered by employees, (2) accumulates and is allowed to be carried
over to subsequent vears, and (3) is more likely than not to be used as time off or settled during or
upon separation from employment. Salary-related benefits are included in the liability, where
applicable.

Bonds Payable — Revenue Bonds

Revenue bonds are reported as short-term liabilities (current for amounts due within one year) and
long-term liabilities (noncurrent for amounts due thereafier in the statement of net position). The
bonds are reported at par, net of unamortized premiums, discounts, if applicable.

Met Position, Deferred OuiflowsTanflows of Resources

Met position is the difference between assets plus deferred outflows of resources and liabilities
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(An Agency of the State of Texas)
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 3, 2025

plus deferred inflows of resources, Deferred outflows of resources is a consumption of an entity’s
net position (a decrease in assets in excess of any related decrease in liabilities or an increase in
liabilities in excess of any related increase in assets) by the entity that is applicable to a future
reporting period.

The University has four items that qualify for reporting in this category:

» Deferred outflows of resources for pension — Reported in the statement of net position,
this deferred outflow results from pension plan contributions made after the
measurement date of the net pension liability and the results of 1) differences between
projected and actual eamings on pension plan investments; 2) changes in actuarial
assumptions; 3) differences between expected and actual actuarial experiences and 4)
changes in the proportional share of pension liabilities. The deferred outflows of
resources related to pensions resulting from contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the
next fiscal year. The deferred outflows resulting from differences between projected
and actual earnings on pension plan investments will be amortized over a closed five-
year period. The remaining pension related deferred outflows will be amortized over the
expected remaining service lives of all employees (active and inactive employees) that
are provided with pensions through the pension plan.

« Deferred outflows of resources for other post-employment benefits — Reported in the
statement of net position, this deferred outflow results from OPEB plan contribution
made afier the measurement date of the net OPEB liability and the results of 1)
differences between projected and actual eamings on OPEB plan investments; 1}
changes in the University’s proportional share of OPEB liabilities and 3) change in
actuarial assumptions. The deferred outflows of resources related to post-employment
benefits resulting from the Universitys contributions subsequent to the measurement
date will be recognized as a reduction of the net OPEB liability in the next fiscal year.
The deferred outflows resulting from differences between projected and actual eamings
on OPEB plan investments will be amortized over a closed five year period. The
remaining deferred outflows will be amortized over the expected remaining service lives
of the employees (active and inactive employees) that are provided with post-
employment benefits through the posi-employment benefit plan.

» Deferred outflows of resources for asset retirement obligations — Reported in the
statement of net position, this deferred outflow results from laws and regulations
requiring specific action to retire certain ftangible capital assets, such as
decommissioning radioactive equipment at end of the useful life.

Deferred outflows of resources for deferred loss on refunding — Reported in the
statement of net position, this deferred outflow results from the loss on Series 2021 bond
refunding,

A deferred inflow of resources is an acquisition of an entity"s net position (an increase in assets
in excess of any related increase in liabilities or a decrease in liabilities in excess of any related
decrease in assets) by the entity that is applicable to a future reporting period. The University
has two items that qualify for reporting in this category:

« Deferred inflows of resources for pension — Reported in the statement of net position,
these deferred inflows result primarily from 1) changes in actuarial assumptions; 2Z)
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differences between expected and actual actuarial experiences and 3) changes in the
proportional share of pension liabilities. These pension related deferred inflows will be
amortized over the expected remaining service lives of all employees (active and
inactive employees) that are provided with pensions through the pension plan,

» Deferred inflows of resources for post-employment benefits — Reported in the statement
of net position, these deferred inflows result primarily from 1) changes in actuarial
assumptions and 1) differences between expected and actual actuarial experiences.
These post-employment related deferred inflows will be amortized over the expected
remaining service lives of all employees (active and inactive employees) that are
provided with post- employment benefits through the post-employment benefit plan.

14, Other Post-Employment Benefits (OPER)

The University participates in the Employees Retirement System of Texas (ERS) State Retiree
Healkth Plan {SRHP). The Aduciary net position of the ERS has been determined using the flow of
economic resources measurement focus and full accrual basis of accounting, This includes, for
purposes of measuring the net OPER liability, deferred outflows of resources and deferred inflows
of resources related to other post-employment benefits; OPEB expense; and information about
assets, liabilities and additions to/deductions from SRHP's fiduciary net position. Benefit
payvments are recognized when due and are payable in accordance with the benefit terms.

15. Pensions

The University participates in the Teacher Retirement System of Texas (TRS) pension plan, a
multiple employer cost- sharing-defined benefit pension plan with a special funding situation. The
fiduciary net position of TRS has been determined using the flow of economic resources
measurement focus and full accrual basis of accounting. This includes, for purposes of measuring
the net pension liability, deferred outflows of resources and deferred inflows of resources related
to pensions, pension expense, and information about assets, liabilities and additions 1o/deductions
from TRS's fiduciary net position. Benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with benefit terms. Investments
are reported at fair value,

;. Estimates

The preparation of financial statements, in conformity with generally accepted accounting principles, requires
management to make estimates and assumptions that affect the reported amounts of assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ
from those estimates.

H. Operating versus Non-operating Revenues
TSU categorizes revenues as operating versus non-operating following the Comptroller’s guidelines. Generally, all
revenues are considered operating revenue unless they are non-exchange transactions, such as State appropriations, gifts,

or investment related earnings. Other non-operating revenue includes some federal funds received from the federal
government and Title IV funds.
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I. Restricted versus Unrestricted Resources

Expenses incurred by TSU for items that could be applied to restricted or unrestricted sources are first applied to restricted

SOUFCES.

4. Economic Dependency

T5LU relies extensively on State appropriations as well as resources from grantor agencies to support its operations.

NOTE 1: CAPITAL AND LEASED ASSETS

A summary of changes in capital assets for the year ended August 31, 2025 is as follows:

Balancs Rt laify Brad st e
T Adjustmsents  Cempleted CIP Al Dheletians 20512025
Mon-deprecible or Mon-amorhzable Assts
Land and Land Impravements b 16665362 § - ] - 8 L2sesnleg % § 154231720
Constrection i Progress FSIEMATY  (LIGE 16200 (4,243 5.0 7,465,751.10 4,542 664 91
Oter Targgible Capital Assets 2829312.50 - . . 142931250
Toral Man-deprociabileametizable 051488091  (LISLIGI00 (4243 EEESE) R722.271.68 31,795, 153.61
Deprecinhle Assets
Buildirgs and Byilding [provements 576,083,615.45 - 4. 143,BEE 5% 1,630,521 14 - SB3 95802557
[nfrastructere T.046,483.95 - - - - 709648395
Facilities and Other Improvements I7.720,610.87 - R018.00 17.970,524.87
Framituee and Equipment 195193096 g LT6LA79. 14 (ZE1&500B00  51,E97.008.30
Leased Land TILALL6S - TILEILGS
Webdele, Boats and Alrceafl §.350.234.57 5¥.TT 53ET576.91 (THESL000 11, 10465655
Likrary Boods ALRS0RT6. 36 . . T A4 159.20 45 345 00606
Toinl Deprecinhle/Amortirsble Assets 03005 61461 SPA.TT 4,247 38898 1371375439 (2,890,193.800 718,103 59095
Lesgs Accumulnted Deprecistion for:
Buildings sed Bmilding Improwements (338 IT6,651.583) - {16,941.045.43) (375.217,697.15)
Infrastractine (5,642.713.08) ¥ (239,62 ) 15, 882.485.15)
Facilities and Otser Improvements (15,004 439.72) - (212412500 {15,236,852.22)
Furnitun: amd Equipmest (32,170,848, 15) - 2443, 10671 (29.727,740.45)
Vihicle, Boats, snd Ajrcraft (2,772, B27 AR) (B6, 222 TE) {2,869, 050 26)
Library Bocks (24,500,964 %) {1,943, BET 21} (26,444,852 15)
Tiotal Acoummlaied Depreciation {438, 388,455.21) . (12433,329.98) 244310671  [(455378,6784%)
Depreciable Asmets, Nel 164,647, 15940 52677 4,143 ,BEE 9% (5,719.575.99)  (447.087.09) 26171491247
Intengible Copitel Assets: Amontinshie
Computer Saftware - [ntangibe 1.943,552.44 * 54,980,00 103353244
Total Intangible Capital Asscts 1.583,550.44 = 54,980,040 2038, 53244
Less Accumulsted Amartization for;
Cormgaer Software - Intangible [T6,004.48) (40,653, 70) (K36, 708.1E)
Lessed Land (1441677 {6L551.81) - (256,908 58)
Total Accumulated Amertizabon (FR0A31.25) {103,245.51) * 1,083, 676.76)
Intangible Capital Asicts 12119 (44,265 513 ¥ B4 895,68
Business Aczivities Capital
and Leased Assets, Net § G0k Sqnieeintl) §

e AN 3 AT OO0 529646430176
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Construction commitments outstanding at year end were as follows:

Project Description/ Project Manager (werall Project Budget ~ TotalSpestToDate  Remaining Bakace
JHJ Business Bldg - Phase 2 561,260.00 171 708.62 143,551.38
Ridg. 143 - MLE HVAC Assessment §18562.00 |B0.657.00 437,905.00
149-Roderick Paige Education W7,107.99 71,185.00 27592199
CCAP-Nabrit Science Cemter 252973400 1902,983.64 | 297122.63
CCAP Project Advisor 1,364, 810,00 503,500.00 B61,310.00
Campus Signage & Wayfinding 98] 59200 76,4718 0520014
Wabrt Demolition | 47 511 2% §39,219.52 H08, 7277
Transfomation Center 255,040 17735714 T7.866.26
Catabyst-Urban Transfonmation Ceaer 1445,079.00 WIS 10879334
Healh & Wellness Center-General Conditicns 1,433,809.00 WT303.43 1,561,416,
Transformation Center 5,556,010.00 §98.393.77 49611531
Health & Wellness Center 2627, 764.00 e 1556, 866,18
Nabeit HVAC Bldg to Bldg Demo 41.570.00 4157900 :
Nabeit HVAC Insulation Upgrade 144,310.00 137,084,350 721550
University Towers Rencvation 3i0,000.00 21844074 §1.350.26
Reversal of Retainzgr Payvabile (2.198,162.00) 1198, 162.00

§ 216086328 § 44266491 % |8,146,77%.23

The construction commitments whose total spend equals the project budget were placed info service in fiscal vear 2025,

NOTE 3: DEPOSITS AND INVESTMENTS
A. Cash in Bank-Carrying Amount

As of August 31, 2025, the carrying amount of cash is:

Carrving Amount-Cash in Bank Amount FY
Cash in Bank- Camying Amount 5 121,650,980.58
Less: Monnegotisble CD's melided in Camying Amount =
Less: Uninvested Collateral Included in Carrying Amount 500, 000,00
Less: Monnegotiable CD% Collateral Inchuded in Carmyving Amount =
Total Cash In Bank £ 121,150,980,58

Curmrent Assels Restricted Cash in Bank 4
Cash m Bank Per AFR £ 121,1%09580.58
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Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, TSU
will not be able to recover deposits or will not be able to recover collateral securities that are in the possession of an
outside party, The bank balances that were exposed to custodial credit risks are as follows:

|urinsured and collateralized with | Uninsured and collateralized with securities held by
Uningured and | securities held by the pledging |the pledging financial institution's trust department
Fund Type | uncollateralized financial insbtution but not in the state's name

5 § - | % 121,150,980.58 | § -

B. Investments

TSU has adopted written investment policies regarding the investment of its endowment and non-endowed funds. All
investments shall be made in accordance with applicable laws, the investment policies, and resolutions of the Board of
Regents. In summary, TSU is authorized to invest in the following:

Direct obligations of the U_S. Government or ils agencies and instrumentalities
Obligations of this State, or its agencies or its instrumentalities

Fully collateralized certificates of deposit
Fully collateralized repurchase agreements or reverse repurchase agreements
Bankers® acceptance nofes
Commercial paper

Mutual funds
Investment pools

Cash management and fixed income funds exempt from federal income taxation
Negotiable certificates of deposit

Corporate bonds rated in one of the two highest categories

Common or convertible preferred stock
Foreign government bonds
Foreign corporate bonds

Private Credit
Hedge Funds

As of August 31, 2025, TSU had the following investments:

Investment Type Fair Value

U.5. Government Agency Obligations 6,097,700.88
U.S. Treasury Securities 9,066, 543,60
Equity 57,421,502.33
Taxable Municipal Issues -

International Governmant ObBgations 850,457.11
Corporate Dbligations 4,935, 614.94
Bond Mutual Funds 5, 772,414.49
Internaticnal Equity 14,920,548.68
TaxStar Investment Pool 1,586,312.58
Fixed Income Money Market Funds 14,749,620.41
Private Credit 1,479,963.03
Hedge Fund 4,465,970.99
.5, Treasury Bills 2,844,821.57

124,181,470.72_
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Credit risk.  Credit risk is the risk that the issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating organization.
TSU's investment policy limits investments in obligations of states, agencies, counties, cities, and other political
subdivisions of any investments rated greater than A or its equivalent. Corporate bonds, debentures, or similar debt
instruments must be rated by a nationally recognized investment rating firm in one of the two highest long-term rating
categories, without regard to gradation within those categories.

The following fable presenis each applicable invesiment tyvpe grouped by rafing as of August 31, 2025:

Inwestment Ratings
Inwestment AAA Ak b Ad- i
1.5 Government Agency Obligstions  §
U5, Treasury Secmritles &
Taxable Mumidpal 1ssuss £
Intermational Government Oblgations  §
Corporate Choligaticns § e 6se X 544, 5105, 54
Bowd Mutual Funds § b, MGG L, 2448, 105,01 180081519
Trvestment Rakings
Invistmant Ty i+ & [ BER » LIS
U.5. Gowernment Agency Dbligations 3
LS. Tressury Securities %
Texable Manicipsl Isswes ¥
Internatiznal Gowarmment Dhligatisns § 160,461.99 450,174,100 1RLAT0. B
Corparate Obligations. ¥ 19,055.20 146,004, 50 L83, 00 44 1065, 190,02 BFL15T.55
Baonid Mislsal Fisnds ] 213,593.47
Inwestment Ratings
brruseitment Typas ff L] o Lec
ILE. Covermment Agency Obligations  §
1L.5. Treasury Securities §
Internabional Covermment Obligations  §
5
Bond Hutual Funds § 434,894,024 ¥, 5as.m B4, 4050
Ursrgbed
Equity & SN 80010
International Equity £ 14,700, 4.5
L5, Gowemmiend Agency Chligations § 8057, Mot
L5, Troddiary Securithes § 00, B4 40
§ .
Bamd Mutuasd Funds $ o B
Privale Credat # 1,479, 560.00
Hudga Fund # 4 AR5, 000
Carshf Monsry Markets § 14,745, 600.41
LS. Treasary Bills % LS4, 02157
Texitar Imvesiment Pool § 1.506,317.68

Concentralion of credit risk = mvestmenis. TSUs investment policy contains diversification as an investment risk but
does not contain any limitation on a dollar amount that may be invested in a specific maturity, issuer, or class of
investment for its non-endowment funds and endowment funds.

Custodial credit risk - invesiments. For an investment, this is the risk that, in the event of the failure of the counterparty,
TSU will not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party. TSU's investment policy requires safekeeping securities at financial institutions, avoiding physical possession.
Further, all trades, where applicable, are executed by delivery versus payment to ensure that securities are deposited in
TSU's safekeeping account prior to the release of funds. Investments of $124,181,470.72 are exposed to Uninsured and
Lnregistered Fair Value Securities Held by Counterparty Custodial Credit Risk.
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frmvestment Pool: The University is a voluntary participant in the external investment pool with fair value measured as
follows:

Investment Poal Measurement Credit Risk
TexSTAR MNet Asset Value AAAM

Interest rate risk-imvestmenis. For an investment, this is the risk that changes in interest rates will adversely affect the
fair value of an investment.

The following table demonstrates TSLU s interest rate risk.

Maturity Schedule (¥ears)
Fair Less Hare

Investmand Typs 1T Ehan 1 15 & o 10 tham 100
L5, Govemment Sgency Oblgtions § 5,007 70068 § - . f S L 6,097, 700.88
5. Tressury Secunities 9,08, B3, 60 1,884, 520.41 2,383,687.37 1,000, dd4_DO 897, 482.82
Comporate Dbligaitions 4,505, 614,04 . 505,461, 21 B, A5 3,437,061.18
Bond Ml Furds 5 TTLA14.49 . 4,017,045, 70 BEEJ68.T1
Feind [mooms Moniy Marat Fonds 14,749, 620,41 14, M5, 031041 G - "
Tatal 1 A0,611,894.32 § 18,634, 952 § NG 1940 § 3, M40,5905.18 § 10,410, 44, 80

Fair value measurement — investments. GASB 72 addresses accounting and reporting issues related to fair value
measurements, Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
fashion berween market participants at the measurement date. GASE 72 establishes a Fair Value Hierarchy that includes
three levels of input based on the reliability and objectivity of the information:

Level | — inputs are quoted prices (unadjusted) in active markets for assets or liabilities identical to the ones
being measured. Level 1 inputs receive the highest priority.

Level 2 — inputs are observable for similar assets or liabilities, either directly (quoted market prices for similar
assets or liabilities) or indirectly (corroborated from observable market information).

Level 3 — inputs are unobservable (for example: management’s assumption of the default rate among underlying
mortgages of a morigage-backed security). Level 3 inputs receive the lowest priority.

Fair Value Hierarchy for TSU's investments as of August 31, 2025 is as follows:

Fuir Yakoe Hierarchy

Investments Lewl | Level 2 loputs  Level 3 Inputs MNet Auset Value  Fair Valve
U5, Government

U5 Government Agency Ohbligaticmn 3 509770088 5 . 5 . 3 - § 609770058

US Tressury Securities 9,066,543 60 . . - 9,066,543 50

US Treasury Bills 2.B44,871,57 . . . 284452157
Equity 5$7.421,502.33 . . . 5742150233
Carparate Dhiipations 4925 61454 . . -7 A2561494
Biomd Muhial Funds 577141449 - - . 5 TT2A144%
[=dermaticeal Equity 14920 548 68 . - . 14,920,545 58
Internaticeal Goversment Cbligaticns 850,457.12 : - . BI045T.12
TexStur lvestment Pool - - - 1,586,312.68 1,586,312.68
Fined Incoams Mooey Market Frsds 14,749 62041 . - 2 14,749 62041
Private Credit - . 1,479,963.03 - 1,479,963.03
Hedge Fumd 4,465 970,599 4,455 97099

Total brvestments 5 11644822400 3§ - L5945 93402 3158631168 5114 1E1 AT0.TI
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NOTE 5: SUMMARY OF LONG-TERM LIABILITIES

During the vear ended August 31, 20235, the following changes occurred in the long-term liabilities:

Balmace Haline Amzanis Thee Amaupts Dpe
Leng-Term Linbilities N1 Additions Redectian 131205 Within Due Year Thereafier
Revenue Boeds Payable:
Series 2016 38,410,000.00 . T RS 100 ) 35,025,000.00 605 00,00 F3,320,000.00
Series 221 10, 125, 000.00 . 1,450 000 &0 E.633 000,00 1,560, 000,00 1075, 0000
Serin 2003 T7,160,000.00 - 1,730,000 00 74,430,000.00 2 360,000,00 71,570,000.00
Prestiares & discousts 13176,770.28 5 A87 46845 11.489302.60 687 463,45 10,301 £34.38
Tetal rerue bords 137,871,771.28 . TIVIA6845  1M0ATII0E * 171246845 12276681438
Lexse Prvacke.
Lease L iabiliy pELEL N . B8, (124,40 469, 370.59 &, 006.75 400,361.54
Total Least payable 537,048 = £3,024.40 45031039 v £0,008.75 40,363 54
Auset Remrement Chigators 133 462,62 . . 133 461.62 : |33 462.62
Errpiryees’ Compersated Leave 3.976,361 04 169287561 | B96,928.55 477130011 109820842 1,674,009 69
Total oeher iabibties 4,100,823 66 P |, 696,928.55 4.905,770.73 3098 208 42 1,807 362,31
Tord § MZANMeERET 5 IAURETEED  O§ G3STANIAS % IMSRMAISS  §10ATIARSAl 8 1M.O0Te03)
- e ==t _t_™™ —

Laeggern Dbt Dhue i More Thas One Year § 1249776033

*Diehi mmociaied with copital eets § 13094EsTI T

Annual debt service requirements to maturity for revenue bonds are as follows:

Year Ending August Revenue Bonds
31ist Principal Interast
2026 7,025,000.00 5,676,650.00
2027 7,385,000.00 5,325,400.00
2028 7,755,000.00 4,956,150.00
2029 8,150,000.00 4,568,400.00
2030 8,520,000.00 4,191,100.00
2031-2035 37,835,000.00 15,730,225.00
2036-2040 29,905,000.00 7,611,750.00
2041-2042 12,415,000.00 985,950.00
Total £ 118,990,000.00 § 49,045,625.00

Interest expense incurred on revenue bonds for the year ended August 31, 2025 totaled 36,01 1,900.00
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A. Compensated Absences

A State employee is entitled to be paid for all unused vacation time accrued, in the event of the employee's resignation,
dismissal, or separation from State employment, provided the employee has had continuous employment with the State
for six months. An expense and liability are recorded as the benefits accrue to employees. Mo liability is recorded for
non-vesting accumulating rights to receive sick pay benefits. This obligation is usually paid from the same funding
source from which the employee’s salary or wage compensation was paid.

B. Asset Retirement Obligations

TSU purchased radiation equipment which resulted in an asset retirement obligation. TSU must estimate the new
obligation amount using probability weighting and record the initial measurement as a deferred outflow of resources
ARD and a noncurrent ARQ. TSU must assess any relevant factors annually to determine if a significant change in
current value has occurred, if so, record the change in ARO deferred outflow of resources and noncurrent ARO. When
the radiation equipment reaches the end of their useful life, the value of the ARO is moved to current ARO. Current
ARO is then reduced by the amount of actual expenditures to retire the asset, with an offset to deferred outflows of
TESOUrces.

NOTE 6: BONDED INDEBRTEDNESS

Revenue Bomds, Serles 2016

Purpose On June 23, 2016, TSU Board of Regents suthorized the issuance of revenue
financing syatem bomds for the puspose of constructing a librarylesrming center

Amount of Issue £55.490,000; all authorized have been issued

lssue Date September 15, 2016

Type of Bond Revenue Bond - Self Supponting

Reporting Business-fype Activities

Sowrce of Hevenue Pledged Revenues

HRevenue Bonds, Series 2021

Parpase On April 15, 2021, T5U Board of Regenls suthorized the

issuance of revenue financing system bonds for the
purpose of refinancing Series 2011 Bond for the
comsirsction of Leonard Spearman Technology Bailding.

Amount of lssue  514,275,000; all authorized have been Bawed

Issue Date June 24, k1

Type of Bond Revenue Bond - Self Supporting

Reporting Business-lype Activities

Sowrce of Revenue Pledged Revenues

Change in Debt Moae
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Revemue Bonds, Series 2023

Purpose On April 11, 2023, TSU Board of Regents authorized the
issuance of revenue financing system bonds 1o acguire, purchase,
comstruct, improve, renovate, enlarge, of equip property and facilities,
including roads and related infrastructare.

Amount of lsme  520,680,000; all avthorized have been Bsued
Issue Date Juby 11,2023

Type of Bond Revenue Bond - Self Supporting

Reparting Busincss-type Activities

Source of Revenne Pledged Revenues

Change in Debt MWone

NOTE 8: LEASE LIABILITIES

GASB Statement Mo, 87, Leases, and GASB Statement 96, Subscription-Based Information Technology Arrangentents
{SRITA), both adopted in 2022, establishes a single model for lease and SBITA accounting based on the principle that
these are financings of the right 1o use an underlying asset. Under the Statements, a lessee is required to recognize a
lease or subscription liability and an intangible right-to-use lease or subscription asset, and a lessor is required to
recognize a lease or subscription receivable and a deferred inflow of resources. Limited exceptions to the single
approach guidance are provided for short-term leases, defined as lasting a maximum of twelve months at inception,
including any options to extend, financed purchases, leases or subscription of assets that are investments and certain
regulated leases or subscriptions. TSU"s leases and subscriptions are recognized and measured using the facts and
circumstances that exist at the beginning of the earliest period presented. The Texas Comptroller of Public Accounts
has established a materiality threshold for leases of $100,000 per asset and for subscriptions of $500,000 per asset to be
applied to the present value of the right-to-use (RTU) assets and/or lease or subscription receivable. TSU has adopted
the Texas Comptroller’s materiality threshold for all GASE 87 leases and GASB 96 subscriptions. None of the
information technology contracts signed by Texas Southern University met the threshold upon review. TSU signed
three {3) lease contracts for land/grounds. These leasing arrangements have been examined according to the GASB 87
standard, implementation guidelines, and the Texas Comptroller’s requirements, the details for the identified leases are
discussed below. Included in the expenses reported in the financial statements are the following amounts of rent paid or
due.

Fund Type Amount
Enterprise Fund $  77,690.49
EeeE———

Future lease payments having an initial term of more than one year are as follows:
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Year principal Interest Total
2026 5 69,006.75 | § 8,683.81 77,690.56
2027 22,310.40 7,689.60 30,000.00
2028 22,734.10 7,265.90 30,000.00
2029 23,206.18 6,793.82 30,000.00
2030 $24,624.75 5,375.25 30,000.00
2031-2035 125,673.18 24,326.82 150,000.00
2036-2040 123,319.23 11,680.77 135,000.00
20412044 58,495.80 1.504.20 &0, 000,00
Total §  469,370.39 | § 73,320.17 542,690.56

NOTE 9: EMPLOYEE RETIREMENT PLAN
A. Teacher Retirement System (TRS)

The State of Texas has joint contributory retirement plans for substantially all its employees. One of the primary plans in
which TSU participates is a cost-sharing, multi-employer, public employee retirement system administered by the
Teacher Retirement System of Texas (“TRS™). TRS is primarily funded through State and employee contributions.

Depending upon the source of funding for a participant’s salary, TSU may be required to make contributions in licu of
the State.

All TSU personnel employed in a position on a half time or greater basis for at four and a half months or more are eligible
for membership in TRS, Members with at least five years of service at age 65 or any combination of age plus years of
service which equals 80, have a vested right to retirement benefits. Additionally, reduced benefits are available at age 55
with at least five vears of service or at any age below 50 with 30 vears of service. Members are fully vested after five
vears of service and are entitled to any benefits for which the eligibility requirements have been met.

THRS contribution rates for both emplovers and employees are not actuarially determined but are legally established by
the State Legislature. Contributions by employees are 8.25 percent of gross eamings. Depending upon the source of
funding for the employee’s compensation, the State or TSU contributes a percentage of participant salaries totaling 8.25
percent of annual compensation. TSU's contributions to TRS for the year ended August 31, 2025 were $3,314,095 which
equaled the amount of the required contributions for the vear.

Each of TRS"s component government agencies accounts for its share of the pension fund based on its proportionate
share of the State of Texas TRS Pension Fund. Disclosures regarding TSUs proportionate share as well as the underlying
actuarial assumptions and conclusions are discussed in a separate note.

Optional Retirement Program (ORP)

The State of Texas has also established an Optional Retirement Program (“ORP”) for institutions of higher education.
Participation in the ORP is in lieu of participation in TRS. The ORP provides for the purchase of annuity contracts and
mutual finds. Participants are vested in the emplover contributions after one year and one day of service. The contributory
percentages of participant salaries currently provided by the State of Texas and each participant are 6.60 percent and 6.65
percent, respectively. Depending upon the source of funding for the employee's compensation, TSU may be required to
make the employer contributions in lieu of the State. Additionally, the State or TSU must make additional contributions
above six percent depending upon the employee’s date of hire. Since these are individual annuity contracts, the State and
T5LU have no additional or unfunded liability for this program.
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Employee Retirement Plans August 31, 2023

Employee Contribution 5 1.58%.029.20
Employer Contribution 1,736,9497.71
£ 332502691

]

NOTE 9A: TRS PENSION FUND - TSU's PROPORTIONATE SHARE

The state of Texas has three retirement systems in its financial reporting entity — Employees Retirement System (ERS),
Teacher Retirement System (TRS), and Texas Emergency Services Retirement System (TESRS). These three retirement
systems administer the following six defined benefit pension plans:

* ERS - the Employees Retirement System of Texas Plan (ERS), the Law Enforcement and Custodial Officer
Supplemental Retirement Plan (LECOS), the Judicial Retirement System of Texas Plan One (JRS 1) and Judicial
Retirement System of Texas Plan Two (JRSZ).

* TRS - the Teacher Retirement System of Texas (TRS) plan

* TESRS - the Texas Emergency Services Retirement System (TESRS) plan.

ERS, LECOS, JRS2, TRS, and TESRS plans are administered through several trusts; JRS1 plan is on a pay-as-you-go

basis.

TRS plan

Teacher Retirement Svstem is the administrator of the TRS plan, a cost-sharing, multiple-emplover defined benefit
pension plan with a special funding situation. The employers of the TRS plan include the state of Texas, TRS, the state’s
public schools, education service centers, charter schools, and community and junior colleges. All employees of public,
state-supported education institutions in Texas who are employed for one-half or more of the standard workload and not
exempted from membership under Texas Government Code, Title 8, Section 822,002 are covered by the system,
Employees of TRS and state of Texas colleges, universities and medical schools are members of the TRS plan.

The TRS Plan provides retirement, disability annuities and death and survivor benefits. The benefit and contribution
provisions of the TRS Plan are authorized by state law and may be amended by the Legislature. The pension benefit
formulas are based on members” average annual compensation and vears of service credit. The standard annuity is 23
percent of the average of the five highest annual salaries multiplied by years of service credit. For grandfathered
members who were hired on or before August 31, 2005 and meet certain criteria, the standard annuity is based on the
average of the three highest annual salaries. The plan does not provide automatic cost of living adjustments (COLAs).

State law requires the plan to be actuarially sound in order for the legislature to consider a benefit enhancement, such as
a supplemental payment to retirees. The pension became actuarially sound in May 2019 when the 86th Texas
legislature approved the TRS Pension Reform Bill (SB12) that provided gradual contribution increases from the state,
participating employers, and active employees for the fiscal years 2019 through 2024, In addition, the 2023 Texas
Legislature passed Senate Bill (SB) 10 and House Joint Resolution (HJR) 2 to provide eligible retirees with a one-time
stipend and an ad hoc COLA.

The stipend was paid in September 2023 to annuitants who met the qualifying age requirement on or before August 31,
2023:

" One-time stipend of 37,500 to eligible annuitants 75 years of age or older

. Ome-time stipend of $2,400 to eligible annuitants age 70 to 74
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The COLA, which needed (and received) voter approval, was applied to eligible annuitant payments beginning with the
January 2024 payment. The COLA was based on retirement date:

. 2% COLA for eligible retirees who retired between September 1, 2013 through August 31, 2020
" 4% COLA for eligible retirees who retired between September 1, 2001 through August 31, 2013
. 6% COLA for eligible retirees who retired on or before August 31, 2001

Otherwise, there have been no changes to the benefit provisions of the plan since the prior measurement date.

Audited Annual Comprehensive Financial Beport (ACFR) for the Teacher Retirement System may be obtained from
their website at www,irs.state.tx.us and searching for financial reports.

During the measurement period of 2024 for fiscal 2025 reporting, the amount of TSU's contributions recognized by the
plan was §2,580,644. The contribution rates are based on a percentage of the monthly gross compensation for each
member, The employer does not contribute toward dental or optional life insurance. Surviving spouses and their
dependents do not receive any employer contribution. The contribution requirements for the state and the members in
the measurement period are presented in the table below:

Required Contribution Rates

TRS Plan
Contribution Rates:
Employer 8.25%
Employees B.25%

The total pension liability is determined by an annual actuarial valuation. The table below presents the actuarial
methods and assumptions used to measure the total pension liability as of the August 31, 2024 measurement date.

Actuarial Methods and Assumpiions

TES Plan
August 31, 2023 rolled forward to

Actuarial Valuation Date August 31, 2024
Actuarial Cost Method Individual Entry Age Normal
Amortization Method Level Percentage of Payroll, Floating
Assel Valuation Method Fair Value
Actuarial Assumptions:

Discount Rate 7.00%

Long-term Expected Rate of Retum 7.00%%

Municipal Bond Rate as of August 2024 38T

Inflation 2.30%

Salary Increase
Mortality:
Active

Post-Retirement

2.95% to 8.95% including inflation

PUB(2010) Mortality Tables for
Teachers, below median, with full
generational mortality.

2021 TRS Healthy Pensioner Mortality
Tables with full generation projection

using Scale MP-2021
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Ad Hoc Post-Employment Benefit Changes Mone

Motes:

* Source for the rate is the Bond Buyers 20 [ndex, which represents the estimated yvield of a portfolio
of 20 general obligation bonds maturing in 20 vears based on a survey or municipal bond traders.
The rate used is as of August 31, 2024 the rate closest to but not later than the Measurement Date.

The actuarial valuation was performed as of August 31, 2023, Update procedures were used to roll forward the total
pension liability to August 31, 2024,

The actuarial assumptions used in the determination of the total pension liability were primarily based on the result of
an actuarial experience study for the four-year period ending August 31, 2021 and adopted in July 2022, The primary
assumption change was the lowering of the municipal bond rate from 4.13% to 3.87%.

The actuarial assumptions and methods are the same as used in the determination of the prior vear’s Net Pension
Liability.

Due to the timing of the previously mentioned one-time stipend and ad hoc COLA, the legislation and payments were
not reflected in the August 31, 2023 actuarial valuation. Under the roll forward method, an adjustment was made to
reflect the legislation in the rolled forward liabilities for the current measurement yvear, August 31, 2024, SB 10 and
House Joint Resolution 2 (HIR 2) of the 88th Regular Legislative Session appropriated payments of $1.6435 billion for
one-time stipends and $3 353 billion for COLAs. This appropriation is treated as a supplemental contribution and
included in other additions. Since the Legislature appropriated funds for this one-time stipend and OOLA, there was no
impact on the Met Pension Liability of TRS.

The discount rate of 7.00% was applied to measure the total pension liability. The discount rate was based on the
expected rate of return on pension plan investments of 7.00%. The projected cash flows into and out of the pension
plan assumed that active members, employers, and non-employer contributing entity make their contributions at the
statutorily required rates. It is assumed that future employer and state contributions will be 9.54% of payroll in fiscal
vear 2025 and thereafter. This includes a factor for all employer and state confributions for active and rehired refirees.
Based on these assumptions, the pension plan’s fiduciary net position and future contributions were sufficient to
finance the benefit payments of current plan members. As a result, the long-term expected rate of return on pension
plan investments was applied to all projected benefit payments to determine the total pension liability,

The long-term expected rate of return on plan investments was developed using a building-block method in which best
estimate ranges of expected future real rates of return (net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term expected rate of return by
weighing the expected future real rates of return by the target asset allocation percentage and by adding expected

inflation.

The target allocation and best estimates of geometric real rates of retumn for each major asset class for the plan’s
investment portfolio are presented below:
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Long-Term
" Target Expected
Asset Class Allocation? Geometric Real
Rate of Return?

Global Equity

USA 18.00%% 4. 40%
Non-1US Developed 13.007%% 4.20%
Emerging Markets 9.00% 2.20%
Private Equity 14.00% 6.70%
Stable Value
Government Bonds 16.00% 1.90%%
Absolute Return 4,00%%
Stable Value Hedge Funds 5.00% 3.00%
Real Return
Real Estate 15.00% 6.60%
Energy, Natural Resources and
Infrastructure 6.00% 3.60%
Commuodities 2.50%
Risk Parity
Rizk Parity 8.00% 4.00%
Asset Allocation Leverage
Cash 2.00% 1.00%
Asset Allocation Leverage {6.00)% 1.30%
Total 1040, 00%
Notes:

| Absolute Return includes Credit Sensitive Investments.
*Target allocations are based on fiscal vear 2024 policy model.
3Cap1'tal Market assumptions come from 2024 SAA Swudy CAM Survey (as of 123172023)

Sensitivity analysis was performed on the impact of changes in the discount rate on the proportionate share of
TSU's net pension liability. The result of the analysis is presented in the table below:

Sensitivity of TSU"s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate

1% Decrease Current Discount Rate 1% Increase
(6.00%) (7.00%5) (8.00%%)
b 44,679,624 3 27,972,784 b 14,129.979

The pension plan’s fiduciary net position is determined using economic resources measurement focus and
accrual basis of accounting, which is the same basis used by TRS. Benefits and refunds of contributions are
recognized when due and payable in accordance with the terms of the plan. Investments are reported at fair
value, Fair value is a market-based measurement, not an entity-specific measurement. TRS utilizes one or
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more of the following valuation techniques in order to measure fair value: the market approach, the cost
approach, and the income approach. More detailed information on the plan’s investment policy, assets, and
fiduciary net position, may be obtained from TRS® fiscal 2023 ACFR.

At August 31, 2025, TSU reported a liability of $27,972,784.00 for its proportionate share of the collective
net pension liability. The collective net pension liability was measured as of August 31, 2024, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of that
date. TSU"s proportion at August 31, 2025 was 0.0457938302 percent which was a decrease from the
00467560259 percent measured at the prior measurement date, TSUs proportion of the collective net
pension liability was based on its contributions to the pension plan relative to the contnibutions of all the
employers and non-employer contributing entity to the plan for the period September 1, 2023 through August
31, 2024,

For the vear ending August 31, 2025, TSU recognized pension expense of $2,302,116.00. At August 31,
2025, TSU reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred Outflows  Deferred Inflows

of Resources of Resources
Difference between expected and actual experience $ 1318000 § 218,398.00
Changes of assumptions 1,444, 295.00 153,631.00
Met difference between projected and actual investment return 170,036.00 .
Change in proportion & contribution difference 815,077.00 7,213,206.00
Contributions subsequent to the measurement date 3,314,095.00
Total § 728532500 §  7,625.235.00

There were $3,314,095.00 in contributions subsequent to the measurement date that will be recognized as a
reduction in the net pension liability for the year ending August 31, 2026,

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in
pension expense in the following years:

Amortization of
Year ended Defermed
August 31: Outflows/inflows
2026 S (1,927,412.00)
2027 5i05,830.00
2028 (1,414,924.00)
2029 (854,359.00)
2030 36,860.00
Thereafter =
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NOTE 9B: ERS OPER Plan — TSU"s PROPORTIONATE SHARE
ERS plan

Employees Retirement System (ERS) is the administrator of the State Retiree Health Plan (SRHP), a cost-sharing,
multiple-employer defined benefit OPEB plan with a special funding situation.

The 61 employers of SRHP include state of Texas agencies and universities, community and junior colleges, and other
entities specified by the Legislature. Benefits are provided to retirces through the Texas Employees Group Benefits
Program as authorized by Texas [nsurance Code, Chapter 1551.

The SRHP provides postemployment health care, life and dental insurance benefits to retirees. The benefit and
contribution provisions of the SRHP are authorized by state law and may be amended by the Legislature. Retirees must
meet certain age and service requirements and have at least 10 years of service at retirement to participate in the plan.

Surviving spouses and dependents of retirees are also covered by the plan. The plan does not provide automatic cost of
living adjustments.

ERS issued a stand-alone audited Annual Comprehensive Financial Report (ACFR). The ERS ACFR may be obtained
from their website at www.ers.texas.gov and searching for reports and studies.

During the measurement pericd of 2024 for fiscal 2025 reporting. the amount of TSU"s contributions recognized by the
plan was $1,536,283.00. The employer does not contribute toward dental or optional life insurance. Surviving spouses
and their dependents do not receive any employer contribution. The contribution requirements for the state and the
members in the measurement period are presented in the table below:

Employer Contribution Rates
Retiree Health and Basic Life Premium

Retiree Only $624.82
Retiree & Spouse 1,340.82
Retiree & Children 1,104.22
Retiree & Family 1,820.22

The total OPEB liability is determined by an annual actuarial valuation. The table below presents the actuarial methods
and assumptions used to measure the total OPEB liability as of the August 31, 2024 measurement date.

Actuarial Methods and Assumptions

SRHP

Actuarial Valuation Date August 31, 2024
Actuarial Cost Method Entry Age
Amortization Method Level Percent of Payroll, Open
Remaining Amortization Period 30 Years
Actuarial Assumptions:

Discount Rate I8

Inflation 2.30%

Salary Increase 2.30% 1o 8.95%, including inflation
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Healthcare Cost and Trend Rate
HealthSelect

HealthSelect Medicare Advantage

Pharmacy

Aggregate Payroll Growth
Retirement Age

Mortality

State Agency Members
Service Retirees, Survivors and Other Inactive
blembers

Disabled Retirees

Active Members

Higher Education Members
Service Retirees, Survivors and Other Inactive
Members

Disabled Retirees

5.60% for FY 2026, 5.60% for FY
2027, 5.25% for FY 2028, 5.00% for
FY 2029, 4.75% for FY 2030 4.5% for
FY 31, decreasing 10 basis points per
year to an ultimate rate of 4.30% for FY
2033 and later years

36.00% for FY 2026, 8.00% for FY
2027, 5.25% for FY 2028, 5.00% for
FY 2029, 4.75% for FY 2030, 4.50%
for FY 2031, decreasing 10 basis points
per year to an ultimate rate of 4.30% for
FY 2033 and later years

11.50% for FY 2026, 11.00% for FY
2027, 10.00%: for FY 2028, 8.50% for
FY 2029, 7.00% for FY 2030,
decreasing 100 basis points per year to
5.00% for FY 2032, and 4.30% for FY
2033 and later vears

2.710%

Experience-based tables of rates that are
specific to the class of emplovee

2020 State Retirees of Texas Mortality
table with a | year set forward for male
CPO/CO members

2020 State Retirees of Texas Mortality
table set forward three vears for males
and females. Generational mortality
improvements in accordance with
Ultimate MP-2019 Projection Scale
projected from the year 2020, Minimum
rates of 3.0% and 2.5% apply at all ages
for males and females respectively
Pub-2010 General Employees Active
Member Mortality table for non-
CPOYCO members and Pub-2010 Public
Safety Active Member Mortality table
for CPOYCO

members with Ultimate MP Projection
Scale from the vear 2010

Tables based on TRS experience with
Ultimate MP-2021 Projection Scale
from the year 2021

Tables based on TRS experience with
Ultimate MP 2021 Projection Scale
from year 2021 using a 3-vear set
forward and minimum mortality rates of
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four per 100 male members and two per
100 female members

Active Members Sex Diatinet PUB-2010 Amount-
Weighted Below-Median Income
Teacher Mortality with a 2-vear set
forward for males with Ultimate MP
Projection Scale from the year 2010

Ad Hoc Post-Employment Benefit Changes Mone

* The source of the municipal bond rate is the Bond Buyer Index of general obligations bands with
20 years o maturity and mixed credit guality. The bonds' average credit quality is roughly
equivalent to Moody s Investors Service s Aa2 rating and Stamdard & Poor'’s Corp. s A4

The many actuarial assumptions used in the valuation were primarily based on the result of actuarial experience studies
performed by the ERS and TRS retirement plan actuaries for the 5-year period ending August 31, 2023 for state agency
members and For the T-vear period ending August 31, 2021 for higher education members. The mortality rates were
based on the tables identified in the table above titled Actuarial Methods and Assumptions.

The following assumptions have been changed since the previous Other Postemployment Benefits valuation:

a. demographic assumptions {including rates of retirement, termination, disability and mortality for select classes
of State Agency members);

b. proportion of future retirees assumed to elect health coverage at retirement and proportion of future retirees
expected to receive the Opt-Out Credit at retirement;

c. proportion of future retirees assumed to be married and electing coverage for their spouse;

d. the Patient-Centered Outcomes Research Institute fee payable under the Affordable Care Act and the rate of
future increases in the fee;

g. assumptions for Assumed Per Capita Health Benefit Costs and Health Benefit Cost and Retiree Contribution
trends; and

f. The discount rate was changed from 3.81% as of August 31, 2023 to 3.87% as of August 31, 2024 as a result of
requirements by GASB No. 74 to utilize the yield or index rate for 20-year, tax exempt general obligation
municipal bonds rated AASAa (or equivalent) or higher in effect on the measurement date..

The discount rate that was used to measure the total OPEB liability is the municipal bond rate of 3.87% as of the end of
the measurement year; as of the beginning of the measurement year, the discount rate was 3.81%. Projected cash flows
into the plan are equal to projected benefit payments out of the plan. As the plan operates on a pay as you go basis and
is not intended to accumulate assets, there is no long-term expected rate of return. ERS® board of trustees adopted an
amendment to the investment policy statement in August 2022 to require that all funds in this plan be invested in cash
and equivalent securities.

Sensitivity analysis was performed on the impact of changes in the discount rate on the proportionate share of TSU"s
net OPEB liability. The result of the analysis is presented in the table below:
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Sensitivity of TSU's Proportionate Share of the Net OPEB Liability to Changes in

the Discount Rate
1% Decrease Current Discount Rate 1% Increase
(2.87%) (3.87%) {4.87%)
5 65,431,122 g 56,236,181 % 48,857,140

Sensitivity analysis was performed on the impact of changes in the healthcare cost trend rates on the proportionate
share of TSL's net OPER liability. The result of the analysis is presented in the table below:

Sensitivity of TSU's Proportionate Share of the Net OPEB Liability to Changes in the
Healtheare Cost Trend Hate
HealthSelect (HS) or HealthSelect Medicare Advantage (HSMA)

Current Healthcare Cost
1% Decrease Trend Rates 1% Increase
HSHSMAPharmacy: HSHSMAPharmacy; HS5HSMA/Pharmacy:
4.60/35.00/10.50 %% 5.60/36.00/11.50 %o 6.60/37.00012.50 %
decreasing to 3.30% decreasing to 4.30% decreasing to 5.30%
b 48,253,472 b 56,236,181 b 66,411,985

The OPEB plan’s fiduciary net position is determined using economic resources measurement focus and accrual basis
of accounting, which is the same basis used by ERS. Benefits and refunds of contributions are recognized when due
and payable in accordance with the terms of the plan. Investments of the Other Emplovee Benefit Trust Fund are
reported at fair value in accordance with GASE Statement Mo, 72. The fair value of investments is basad on published
market prices and quotations from major investment brokers at available current exchange rates. However, corporate
bonds in general are valued based on currently available vields of comparable securities by issuers with similar credit
ratings. More detailed information on the plan’s investment valuation, investment policy, assets, and fiduciary net
position may be obtained from ERS' fiscal 2024 ACFR.

At August 31, 2025, TSU reported a liability of § 56,236,181 for its proportionate share of the collective net OPEB
liability. The collective net OPEB liability was measured as of August 31, 2024 and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of that date. TSU's proportion at August
31, 2024 was 019189575 percent. TSU's proportion of the collective net OPEB liability was based on its contributions

to the OPEB plan relative to the contributions of all the emplovers and non-employver contributing entity to the plan for
the period Sept. 1, 2023 through Aug. 31, 2024,

For the year ending August 31, 2025, TSU recognized OPEB expense of $3,999,199.00. At August 31, 2025, TSU
reported deferred outflows of resources and deferred inflows of resources related to OPEB from the following sources:

Deferred Outflows  Deferred Inflows of

of Resources Resources
Difference between axpected and actual experience . 927,831
Changes of assumptions 3,078,905 11,202,673
Met difference between projected and actual investment return . 3150
Effect of change in proportion and contribution difference 534,103 15,675,535

Total 3,613,008 31,808,389
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There were no deferred cutflows of resources resulting from confributions subsequent to the measurement date that will
be recognized as a reduction in the net OPER liability for the year ending August 31, 2026.

Amounts reported as deferred outflows and inflows of resources related to OPEB will be recognized in OPEB expense
in the following vears:

Year Ending

August 31: Tatal
226 5 (8.983,665.00)
227 (8.854,167.00)
0% (6,500,241.00)
029 (1.845,725.00)
2030 (709, 779.00)

Thereafter -

Total 5 (23.195.581.00)

NOTE 12: INTERFUND ACTIVITY AND TRANSACTIONS

TSU reports their financial statements in accordance with GASB Statement No. 35. The statement requires TSU to report
as one fund. Accordingly, no interfund balances and activities are reported.

NOTE 15: CONTINGENCIES AND COMMITMENTS
A. Grants

Amounts received or receivable from granting agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may constitute a
liability of the applicable funds. The amount of expenditures which may be disallowed by the grantor cannot be
determined at this time, although TSU expects such amounts, if any, to be immaterial.

BE. Lawsuiis

TSU is a defendant in numerous lawsuits. Although the outcome of these lawsuits is not presently determinable, it is

the opinion of TSL"s management that resolution of these matters will not have a materially adverse effect on the
financial condition of TSL.

NOTE 16: SUBSEQUENT EVENT

T5U evaluated subsequent events through June 12, 2026 the date the financial statements were available to be issued and
is not aware of any subsequent events that would require recognition or disclosure.

NOTE 17: RISK FINANCING AND RELATED INSURANCE

Texas Southern University endeavors to manage its financial exposures and third-party claims that are inherent with

business transactions, The University conducts periodic assessments of operations in accordance with risk profiles to

determine risk transfer, retention and management strategies. There have been no significant reductions in insurance
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coverage in the past year and losses have not exceeded policy limits in the life of the insurance program.
The following outlines relevant insurance coverage and other applicable provisions,

Property Insurance, Equipment Breakdown and Terrorism

Pursuant o Chapter 412 of the Texas Labor Code, Texas Scuthern University participates in the Statewide Property
Insurance Program to transfer financial burden resulting from property damage and loss of University assets. The
program, administered by the State Office of Risk Management, affords a shared limit that includes coverage for both
building contents and business interruptions.

Workers’ Com pensation

Pursuant to Chapters 412 and 501 of the Texas Labor Code, the State of Texas self-insures with respect to workers'
compensation. The statutory Government Employees Workers” Compensation Insurance Program is administered by the
State Office of Risk Management and provides mandatory workers” compensation coverage and risk management

services to all state agencies, Texas Southemn University emplovees are provided continuous coverage pursuant to Chapter
s01.

The coverage extends domestically and in foreign countries. The current General Appropriations Act provides that TSU
must reimburse the general revenue fund, consolidated from TSU appropriations, one-half of the unemployment benefits
and 25 percent of the workers’ compensation benefits paid for former and current employees. The Comptroller
determines the proportionate amount to be reimbursed from each appropriated fund type. TSU must reimburse the
general revenue fund 100 percent of the cost for workers” compensation and unemployment compensation for any
employvees paid from funds held in local bank accounts and local funds held in the State treasury. Workers' compensation
and unemployment plans are on a pay- as-you-go basis, in which no assets are set aside to be accumulated for the payment
of claims. No material outstanding claims are pending at August 31, 2025,

(reneral Liability

As an agency of the State of Texas, the University has limited liability pursuant to Chapter 101 of the Texas Civil Practice
and Remedies Code. The limits of liability under Chapter 101 are 3250000 for each person, 5500,000 for each single
occurrence for bodily injury or death and $100,000 for each single occurrence for injury or destruction of property. The
Liniversity maintains insurance policies including Commercial General, Umbrella, Directors and Officers, Employment
Practices and Internships Professional Liability to satisfy any contractual obligations.

Automohile Liability

Texas Southern University maintains a Commercial Auto Liability Policy for owned, hired and leased, and loaned
vehicles with limits of $250,000 per person, 5500,000 per accident for bodily injury and 100,000 per accident for
property damage to the extent of the waivers of State sovercign immunity specified in the Texas Tort Claims Act. In
addition, coverage includes $1,000,000 Combined Single Limit Bodily Injury & Property Damage per accident for claims
that are not subject (o the Texas Torl Claims Act.

NOTE 18: MANAGEMENT’S DISCUSSION AND ANALYSIS

Although normally included as Note I8 following the Comptroller’s requirements, Management's Discussion and
Analysis is included as a separate section in the front of this report to comply with GASE.

NOTE 19: THE FINANCIAL REPORTING ENTITY
A. Related Parties

TSU is affiliated with the Texas Southern University Foundation, The stated purpose of the foundation is "o solicit and
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receive gifis, grants, devices, or bequests and to maintain, use, and apply the income there from and the principal thereof
exclusively for charitable, scientific, literary or educational activities in order to aid and benefit Texas Southemn
University." According to foundation bylaws, the President of TSU and a representative of TSU"s Board of Regents shall
be ex officio members of the foundations Board of Directors with full voting rights.

T5L is alzo affiliated with the Texas Southern University Alumni Association. The alumni association is a non- profit
organization created for the purpose of promoting, fostering, and advancing the educational goals of TS and the interests
and welfare of its students; to provide the means for continuing relationships between TSU, former students, and the
community; and to enable them to contribute to and share in the progress of TS, All former students are eligible for
membership in the alumni association. The Board of Directors of the alumni association is elected by the membership.
TSU administration has no controlling interest in the alumni association. The financial statements of TSU encompass the

financial activity only of TSU. TSU does not have any component entities that should be included in these financial
statements.

NOTE 20: STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

TSLI has no material violations of finance related legal and contract provisions. Per the laws of the State of Texas,

TSU cannot spend amounts in excess of appropriations granted by the Texas Legislature and there are no deficits
reported in net position.

NOTE 22: DONOR-RESTRICTED ENDOWMENTS

5 Amount of Net
Donor-Restricted Appiedalion in Net s
Endowments ( : E:‘mﬁm‘} Reported Position
Depredation
True Endowments $62,538,241.15 Restricted for expendable
Term Endowments 3,991,802.63  Restricted for expendable

Total $66,530,043.78

In the table above, amounts reported as “Net Appreciation™ represent net appreciation (cumulative and unexpended) on
investments of donor or constitutionally restricted endowments that are available for authorization and expendimure by
the Texas Southem University Board of Regents. For donor restricted endowments, pursuant to the Uniform Prodent
Management of Institutional Funds Act, as adopted by Texas, the TSU Board of Regents may distribute net appreciation,

realized and unrealized, in the fair market value of the assets of endowment holdings over the historic dollar value of the
gifts, to the extent prudent.

TS0U's spending policy for endowments reflects an objective to distribute as much of the total return as is consistent with
overall investment objectives while protecting the real value of the endowment corpus. The primary long-term investment
objective of the endowment is to earn a total rate of return that exceeds the spending rate plus the cost of managing the
investment fund. The University all-inclusive spending rate of 7%, which includes 5% spending rate and 0.5% costs of
managing the investment fund. In order to preserve purchasing power parity, the Endowment’s spending policy shall
not exceed 5%. The caleulation of the 5% spending rate will be based upon a three year moving average of Endowment
Fund earnings with the most recent year removed. The 5% annual spending rate is required to be applied to each

individual endowment. The University will calculate the average market value based upon the time period that these
endowments are in existence.
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Endowments Increase/Decrease Reason for Change
True Endowments $10,101,146.95  Change in fair value of portfolio
Term Endowments 797.840.09  Change in fair value of portfolio
Total $10,898,987.04

NOTE 24: DISAGGREGATION OF RECEIVABLE AND PAYABLE BALANCES

Aggregate receivables and other payables as reported on the statement of net position as of August 31, 2025, are detailed
a3 follows:

Receivables Balance
Allowance for Doubtful Accounts $ (6,255,045.72)
Billed Grants Acct Rec Non Federal (17,997.28)
General Accounts Receivable 1,109.50
Instaliment Receivable 570.00
Installment Receivable - 11 84,324.61
Loan Receivable - 1 629.00
Non-Federal Grants Acct Rec 837,071.87
Short-Term Student Loan 5,964.75
Student Accounts Receivable 58,096,367.64
Suspense Clearing Receivable 504,122.61
Third Party Direct Deposit Clearing (4,420,020.83)
Third Party Receivable 5,593,678.86

5$54,430,775.01
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Other Payables Balance
Sales Tax $ (209,667.27)
Advanced Payments-Pledged Aux Dorm (208,620.66)
ARO Capital Liability (295,566.99)
Aviation Deposits 54,697.30
Bookstore Reserve Clearing (1,833,400.00)
Cashier Overage-Shortage 751.87
Debt Service Clearing 351,020.97
Declining Balance Debit Card 7,438.62
Deposits Held for Clubs (14,683.65)
Greystone -Apt (3,407.62)
Housing Community College 1,182.00
Housing Deposits 10,684.00
Housing Reserve {4,749.50)
Icon (3,284,737.96)
Inactive Deposits 99,357.03
International Student Deposits (89,966.38)
Intl. Student Health Premium Fee (431,242.82)
License Prof Insurance (49,560.00)
Other Deposits (700.00)
Palm Apartments 3,990.00
Retainage Payable 0.21
Rosewood Housing 17,836.00
Savoy Apartments 16,162.00
Student Deposits - Regular 17,781.28
Student Health Insurance 4,332.00
Suspense Clearing Liability (74,575.63)
Texas B on Time Loan (373,995.02)
Texas B on Time Loan Clearing Account (1,744.00)
The Proper 19,793.74
Tierwester Oaks - Apt 64,827.00
Vue on MacGregor Apt 245,473.96
Wiley College (1,920.00).

~$ (5,963,209.52)
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NOTE 18: DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES
In fiscal year 2025, TSU reported deferred outflows of resources in connection with GASB 68 pension plan, GASB 75

OPEB plan, Asset Retirement Obligation, and a loss on refunding Series 2021 bond as well as deferred inflows of
resources for GASB 68 pension plan and GASB 75 OPEB.

Deferred Outflows of Deferred Inflows of
As of August 31. 2025 Resources Eesources
TRS Pension Plan (GASB 68) b3 1.285325.00 5 1,625.235.00
ERS OPEB Plan (GASB 73) 3373,776.66 31,808 589.00
Asset Retrement ObBgations (GASB 23) 133 462.62 -
Deferred Loss on Refunding 105,768.72 =
Total 5 10,898, 333.00 3 39433 524 00

Deferred outflows of resources of $7,285,325.00 and Deferred inflows of resources of $7,625,235.00 were related (o
changes in emplovee TRS pension plan. Deferred outflows of resources of 33,373, 776.66 and Deferred inflows of
resources of $31,808 589.00 were related to changes in employee OPEB plan. See Note 9 for additional information.
Deferred outflows of resources of $133 46262 were related to Asset Retirement Obligation. Deferred loss on refunding
of $105,768.72 was related to the loss on the Series 2021 Bonds that refunded the Series 2011 Bonds.
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Expenses by Natural Classification 2025
Salaries and Wages 5 100, 727.370.53
Payroll Related Costs 21,339,564.10
Professional Fees and Services 21,530,484 28
Travel 4,563,016.06
Materials and Supplies 18,678,849.13
Communication and Litilities h47T0,228.11
Repairs and Maintenance 11,657,395.60
Eentals and Leases 2,646,991 .99
Printing and Reproductions 443 078.17
Federal Pass-Through Expense 635,937.15
Bad Debt Expense 1,268,004 43
Scholarships 32,087,132.4]
Other Operating Expenses 15,574,465.63
Depreciation 20,050,772.49
Total Dperating Expenses by Natural Class b 257,673 380.08
N tion 2025
Instruction 5 75,220 548,07
Research 6,698,037.535
Public Service 2,265,314.37
Academic Support 11,810,444 69
Student Services 14,225, 168.09
Institutional Support ST.6TR998.76
Operation and Maintenance of Plant 17,333,992.20
Scholarships and Fellowships 34350 470,20
Auxiliary 18,030,633.65
Depreciation 20,050,772.49

Total Operating Expenses by NACUBO b 257,673,380.08




Federal Grantor/

Pass-through Grantor/

Program Title

Environmental Protection Agency

Direct Programs:
Greenhouse Gas Reduction Fund: Solar for All

Totals - Environmental Protection Agency

National Aeronautics and Space Administration

Pass-Through From:
Office of Stem Engagement (OSTEM)

Pass-Through From:

Prairie View A&M University

Totals - National Al ics and Space

U.S. Department of Education
Direct Programs:
Higher Education Institutional Aid

Title i1l Part B Programs - Strengthening Institutions Program

Title Ill Part B, Strengthening Historically Black Colleges and
Universities Program - FUTURE Act

Histori Black G Institutions

Program

School Emergency Response to Violence (Project SERV)
COVID-19 - Higher Education Emergency Relief Fund
(HEERF) Institutional Portion

Totals - U.S. Department of Education

U.S. Department of Heaith and Human Services
NIEHS Hazardous Waste Worker Health and Safety Training

Direct Programs:

Substance Abuse and Mental Health Services Projects of
Regional and ignifi

Teenage Pregnancy Prevention Program

Congressional Directives

€L

ALN

Number

66.959

43.008

84.031

84.031B

84.031E

84.031K

84.184S

84.425F

93.142

93.243

93.297

93.493

Agency 717 - Texas Southern University
(An Agency of the State of Texas)

Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended August 31, 2025
**xCertified* **

Pass-through From Pass-through To
NSE Name/ Agency/ Pass-Through Pass-Through Direct Total Agency/ Pass-Through To Pass-Through
From Agencies o From Non-State Agencies or To Non-State
Identifying Number Univ Unive.rsilies Entities Program PT From and Univ Universities Entities
No Amount Amount Amount Direct Prog. No. Amount Amount
Amount
249,713.11 249,713.11
] ] 249,713.11 249,713.11 ]
69,219.22
715 69,219.22
69,219.22 0 0 69,219 22 i}
17,909.33 17,909.33
9,041,491.19 9,041,491.19
2,948,549.01 2,948,549.01
7,231,603.33 7,231,603.33
25,319.83 25,319.83
2,654,098.83 2,654,098.83

B 21,918,971.52 21,918,971.52 ]

Deep South Center for 176,261.00 176,261.00
Environmental Justice, Inc./

2U45E5010664-25

257,796.77 257,796.77
12,235.30 12,235.30
1,141,837.38 1,141,837.38

Expenditures

Amount

249,713.11

249,713.11

69,219.22

69,219.22

17,909.33

9,041,491.19

2,948,549.01

7,231,603.33

25,319.83

2,654,098.83

21,918,971.52

176,261.00

257,796.77

12,235.30

1,141,837.38

Total

PT To and

Expenditures

Amount

249,713.11

249,713.11

69,219.22

69,219.22

17,909.33

9,041,491.19

2,948,549.01

7,231,603.33

25,319.83

2,654,098.83

21,918,971.52

176,261.00

257,796.77

12,235.30

1,141,837.38



Federal Grantor/ ALN
Pass-through Grantor/ Number
Program Title

Pass-Through From:

Teenage Pregnancy Prevention Program 93.297

Pass-Through From:

University of Texas Health Science Center at Houston

Totals - U.S. Department of Health and Human Services

U.S. Department of Homeland Security

Pass-Through From:

Disaster Grants - Public Assistance (Presidentially Declared 97.036
Disasters)

Pass-Through From:
Texas Division of Emergency Management

Totals - U.S. D

of H 1and S ity

U.S. Department of Justice
Crime Victim Assistance/Discretionary Grants 16.582

Edward Byrne Memorial Justice Assistance Grant Program 16.738

Direct Programs:

Grants to Reduce Domestic Violence, Dating Violence, Sexual 16.525
Assault, and Stalking on Campus

Totals - U.S. Department of Justice

U.S. Dep of T portation

Direct Programs:
Highway Training and Education 20.215

Totals - U.S. Department of Transportation

Research & Development Cluster
Environmental Protection Agency

Direct Programs:

Environmental Justice Thriving Communities Grantmaking 66.615
Program (EJ TCGM)

Totals - Environmental Protection Agency

YL

NSE Name/

Identifying Number

CONRAD/
15POVC-23-GK-02766 NF

Bureau of Health Professions/

15PBJA-21-GK-02616-JAGT-
JIRN82904

Agency 717 - Texas Southern University
(An Agency of the State of Texas)
Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended August 31, 2025

***Certified***
Pass-through From
Agency/ Pass-Through Pass-Through Direct Total
From Agencies o From Non-State
Univ Universities Entities Program PT From and
No Amount Amount Amount Direct Prog.
Amount
394,911.98
744 394,911.98
394,911.98 176,261.00 1,411,869.45 1,983,042.43
3,130.23
575 3.130.23
3,130.23 a o 3,130.23
1,875.00 1,875.00
21,742.73 21,742.73
79,074.11 79,074.11
a 23617.73 79,074.11 102,691.84
32,529.30 32,529.30
] ] 32,529.30 32,529.30
421,248.63 421,248.63
-] H 421,248.63 421,248.63

Pass-through To

Agency/ Pass-Through To Pass-Through
Agencies or To Non-State
Univ Universities Entities
No. Amount Amount

o

Expenditures

Amount

394,911.98

1,983,042.43

3,130.23

3,130.23

1,875.00

21,742.73

79,074.11

102,691.84

32,529.30

32,529.30

421,248.63

421,248.63

Total

PT To and

Expenditures

Amount

394,911.98

1,983.042.43

3,130.23

3,130.23

1.875.00

21,742.73

79,074.11

102,691.84

32,529.30

32,529.30

421,248.63

421,248.63
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Federal Grantor/

Pass-through Grantor/

Program Title

National Aeronautics and Space Administration
National Aeronautics and Space Administration

Direct Programs:
Space Operations

Totals - National Aeronautics and Space Administration

Nati 1 Sei Foundati

Integrative Activities

NSF Technology, Innovation, and Partnerships

Direct Programs:
Mathematical and Physical Sciences

Computer and Information Science and Engineering

STEM Education (formerly Education and Human Resources)

STEM Education (formerly Education and Human Resources)

Pass-Through To:

University of Houston

STEM Education (formerly Education and Human Resources)

Pass-Through To:

Texas State University
STEM Education (formerly Education and Human Resources)
Pass-Through To:

University of Houston - Clear Lake

STEM Education (formerly Education and Human Resources)

Pass-Through To:

Uni ity of Houston - D

Integrative Activities

Pass-Through From:

~
W

ALN

Number

43.000

43.007

47.083

47.084

47.049

47.070

47.076

47.076

47.076

47.076

47.076

47.083

NSE Name/

Identifying Number

INNATEVR, LLC/

LTVS-2024-TSU-015

FRIENDS FIRST, Inc./
2402441/24-7T72HEH

NSABP Foundation, Inc./

AWD-005307-G3-2333737

Agency 717 - Texas Southern University
(An Agency of the State of Texas)
Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended August 31, 2025

***Certified***
Pass-through From Pass-through To
Agency/ Pass-Through Pass-Through Direct Total Agency/ Pass-Through To Pass-Through
From Agencies o From Non-State Agencies or To Non-State
Univ Universities Entities Program PT From and Univ Universities Entities
No Amount Amount Amount Direct Prog. No. Amount Amount
Amount

6,900.17 6,900.17
24,413.63 24,413.63

B 6,900.17 24,413.63 31,313.80 =
40,772.59 40,772.59
19,920.84 19,920.84
290,993.07 290,993.07
71,413.06 71,413.06
1,020,187.05 1,020,187.05
37,117.73 37,117.73

730 37,117.73
46,383.96 46,383.96

754 46,383.96
39,998.00 39,998.00

759 39,998.00
38,600.00 38,600.00

784 38,600.00
19,311.15 19,311.15

Expenditures

Amount

6,900.17

2441363
31,313.80

40,772.59

19,920.84

290,993.07

71,413.06

1,020,187.05

19,311.15

Total

PT To and

Expenditures

Amount

6,900.17

24,413.63
31,313.80

40,772.59

19,920.84

290,993.07

71,413.06

1,020,187.05

37,117.73

46,383.96

39,998.00

38,600.00

19,311.15



Federal Grantor/ ALN
Pass-through Grantor/ Number
Program Title

STEM i y ion and Human R ) 47.076

Pass-Through From:

University of Houston
Integrative Activities 47.083
Pass-Through From:

Prairie View A&M University

Totals - National Science Foundation

U.S Department of | ing and Urban Develop t
Direct Programs:
Research, Evaluation, and Demonstrations 14.536
Pass-Through From:
Research, Evaluation, and Demonstrations 14.536
Pass-Through From:

Texas Tech University

Totals - U.S Department of Housing and Urban Development

U.S. Department of the Interior

Direct Programs:
National and Regional Climate ptation Sci Centers 15.820

Totals - U.S. Department of the Interior

U.S. Department of Defense

Direct Programs:
Air Force Defense Research Sciences Program 12.800

Air Force Defense Research Sciences Program 12.800
Pass-Through To:

Texas A&M Engineering Experiment Station
Air Force Defense Research Sciences Program 12.800
Pass-Through To:

Prairie View A&M University

Totals - U.S. Department of Defense

U.S. Department of Education

Direct Programs:

Fund for the Improvement of Postsecondary Education - RDI  84.116H
Grant Program

=
[=

Agency 717 - Texas Southern University
(An Agency of the State of Texas)
Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended August 31, 2025
*xxCertified***

Pass-through From Pass-through To
NSE Name/ Agency/ Pass-Through Pass-Through Direct Total Agency/ Pass-Through To Pass-Through
From Agencies o From Non-State Agencies or To Non-State
Identifying Number Univ Universities Entities Program PT From and Univ Universities Entities
No Amount Amount Amount Direct Prog. No. Amount Amount
Amount
11,087.14
730 11,087.14
96,366.12
715 96,366.12
107,453.26 60,693.43 1,564,004.02 1,732,150.71 162,099.69 -]
23,109.95 23,109.95
10,057.70
733 10,057.70
10,057.70 0 23,109.95 33,167.65 L] B
21,228.81 21,228.81
2 ] 21,228.81 21,228.81 ] ']
193,629.43 193,629.43
169,557.98 169,557.98
712 169,557.98
114,696.86 114,696.86
715 114,696.86
-] a 477,884.27 477,884.27 284,254.84 a
486,548.24 486,548.24 34,100.00

Expenditures

Amount

11,087.14

96,366.12

1,570,051.02

23,109.95

10,057.70

33,167.65

21,228.81
21,228.81

193,629.43

193,629.43

452,448.24

Total

PT To and

Expenditures
Amount

11,087.14

96,366.12

1,732,150.71

23,109.95

10,057.70

33,167.65

21,228.81
21,228.81

193,629.43
169,557.98

114,696.86

477,884.27

486,548.24



Federal Grantor/

Pass-through Grantor/

Program Title

Totals - U.S. Depariment of Education

U.S. Department of Energy
Office of Science Financial Assistance Program

Office of Science Financial Assistance Program

Grid Infrastructure Deployment and Resilience

Direct Programs:
Office of Science Financial Assistance Program

Totals - U.S. Department of Energy

U.S. Department of Health and Human Services
Mental Health Research Grants

Drug Use and Addiction Research Programs

Minority Health and Health Disparities Research

Minority Health and Health Disparities Research

Minority Health and Health Disparities Research

Minority Health and Health Disparities Research

Trans-NIH Research Support

CDC Par ip ing Public Health L

LL

ALN

Number

81.049

81.254

81.049

93.242

93.279

93.307

93.310

93.322

NSE Name/

Identifying Number

URS/

DE-AC05-76L01
URS/
DE-SC0024606

Oak Ridge Institute for Science
and Education/

SAWD-WD-01393

AMBOTS, Inc./

1R01MH34749-
01A1/P700001393

GENSOLVE INC/
2U2CDA050097-06/E2067901

CUAHSI/

U24MD015970/RCC-001-TSU-
PILOT

ENGIN-IC inc/
1P50MD015496 01
GENSOLVE INC/

U24MDO015970/RCC-002
SIDEM, LLC/

RCC-003-TSU-PILOT
CIMMYT/
30720D0325810151/ 0319

NSABP/

Agency 717 - Texas Southern University
(An Agency of the State of Texas)

Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended August 31, 2025

***Certified***

Pass-through From

Agency/ Pass-Through ~ Pass-Through Direct Total
From Agencies o From Non-State
Univ Universities Entities Program PT From and
No Amount Amount Amount Direct Prog.
Amount
] 2 486,548.24 486,548.24
1560,773.16 1560,773.16
70,679.08 70,679.08
56,696.71 56,696.71
295,264.81 295,264.81
E 278,148.95 295,264.81 573,413.76
5,959.26 5,959.26
72,212.90 72,212.90
6,883.20 6,883.20
54,685.45 54,685.45
46,021.85 46,021.85
3,106.77 3,106.77
106,190.86 106,190.86
4,678.76 4,678.76

Pass-through To

Pass-Through
To Non-State

Pass-Through To Expenditures

Agencies or

Agency/
Univ Universities Entities Amount

No. Amount Amount

0 34,100.00 452,448.24

150,773.16

70,679.08

56,696.71

295,264.81

573,413.76

5,959.26

72,212.90

6,883.20

54,685.45

46,021.85

3,106.77

106,190.86

4,678.76

Total

PT To and

Expenditures

Amount

486,548.24

150,773.16

70,679.08

56,696.71

295,264.81

573,413.76

5,959.26

72,212.90

6,883.20

54,685.45

46,021.85

3,106.77

106,190.86

4,678.76
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https://5,959.26
https://5,959.26
https://573,413.76
https://295,264.81
https://295,264.81
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Federal Grantor/

Pass-through Grantor/

Program Title

Center for Ad! ing Trar

Child Health and Human Development Extramural Research

Direct Programs:
Maternal and Child Health Federal Consolidated Programs

Minority Health and Health Disparities Research

Minority Health and Health Disparities Research

Pass-Through To:
Texas A&M University
National Center for Advancing Translational Sciences

Cancer Treatment Research

Cancer Centers Support Grants

F andF Training
R and R Training
Pass-Through To:
University of Houston

Child Health and Human Development Extramural Research

Vision Research

Pass-Through From:
Trans-NIH Research Support

Pass-Through From:

University of Texas Medical Branch at Galveston

8L

ALN

Number

93.350

93.865

93.110

93.307

93.307

93.350

93.395
93.397

93.859

93.859

93.865

93.867

93.310

NSE Name/

Identifying Number

APHL 564012509112417

National Institute for Hometown

Security, Inc./

Agency 717 - Texas Southern University
(An Agency of the State of Texas)

Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended August 31, 2025
*xxCertified***

Pass-through From

30T20D0325810151/248695001

HRIDAY/

1RO1HD111500-02

Agency/ Pass-Through Pass-Through Direct
From Agencies o From Non-State
Univ Universities Entities Program
No Amount Amount Amount
120,284.00
73,419.49
722,087.53
3,131,317.80
86,776.36
5,899.12
-805.36
333,912.49
187,971.21
27,749.35
62,738.49
81,641.06
723 120,284.00

Total

PT From and

Direct Prog.

Amount

120,284.00

73,419.49

722,087.53

3,131,317.80

86,776.36

5,899.12

-805.36
333,912.49

187,971.21

27,749.35

62,738.49

81,641.06

120,284.00

Pass-through To

Agency/ Pass-Through To Pass-Through Expenditures
Agencies or To Non-State
Univ Universities Entities Amount
No. Amount Amount
120,284.00
73.419.49
722,087.53
204,375.58 2,926,942.22
711 86,776.36
5,899.12
-805.36
333,912.49
187,971.21
730 27,749.35
62,738.49
64,156.18 17,484.88
120,284.00

Total

PT To and

Expenditures

Amount

120,284.00

73,419.49

722,087.53

3,131,317.80

86,776.36

5,899.12

-805.36
333,912.49

187.971.21

27,749.35

62,738.49

81,641.06

120,284.00



Federal Grantor/ ALN
Pass-through Grantor/ Number
Program Title
Cancer Treatment Research 93.395
Pass-Through From:

University of Houston
Bi dical R ) and ) Training 93.859
Pass-Through From:

Texas A&M University System Health Science Center
Totals - U.S. Department of Health and Human Services
U.S. Department of Housing and Urban Devel:
Direct Programs:
General Research and Technology Activity 14.506
General Research and Technology Activity 14.506
Pass-Through To:

University of Texas at Austin
Pass-Through_From:
U.S. Department of Housing and Urban Development 14.000
Pass-Through From:

University of Texas at Austin
Totals - U.S. Department of Housing and Urban Development
U.S. Department of Transportation
Highway Planning and Construction 20.205

Highway Planning and Construction

Metropolitan Transportation Planning and State and Non- 20.505

politan Planning and R

6L

NSE Name/

Identifying Number

0001310

CONRAD/

34382
URS/

12599
ECS-GEC JV/

Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Agency/

Univ

No

730

709

721

Agency 717 - Texas Southern University

(An Agency of the State of Texas)

For the Fiscal Year Ended August 31, 2025
***Certified***

Pass-through From

Pass-Through Pass-Through Direct
From Agencies o From Non-State

Universities Entities

Program
Amount Amount Amount
64,002.36
36.782.31
221,068.67 493,442.54 4,639,288.05
413,053.43
67,713.69
12,623.38
"12,623.38 0 480,767.12
123,523 .81
36,387.27
11,243.22

Total

PT From and

Direct Prog.

Amount

64,002.36

36,782.31

5,353,799.26

413,053.43

67,713.69

12,623.38

493,390.50

123,523.81

36,387.27

11,243.22

Pass-through To

Agency/ Pass-Through To Pass-Through
Agencies or To Non-State
Univ Universities Entities
No. Amount Amount
114,525.71 268,531.76
215,943.22
721 67,713.69
67,713.69 215,943.22

Expenditures

Amount

64,002.36

36,782.31

4,970,741.79

197.110.21

12,623.38

209,733.59

123,523.81

36,387.27

11.243.22

Total

PT To and

Expenditures

Amount

64,002.36

36,782.31

5,353,799.26

413,053.43

67,713.69

12,623.38

493,390.50

123,523.81

36,387.27

11.243.22



Federal Grantor/

Pass-through Grantor/

Program Title

Metropolitan Transportation Planning and State and Non-
Metropolitan Planning and Research

University Transportation Centers Program

Direct Programs:
University Transportation Centers Program

University Transportation Centers Program

Pass-Through To:

University of Texas at Arlington
Pass-Through From:
Highway Planning and Construction

Pass-Through From:

Texas Department of Transportation

University Transportation Centers Program

Pass-Through From:

University of Texas at Austin

Totals - U.S. Department of Transportation

Direct Programs:

Totals -

F i Programs Cluster

U.S. Department of Education

Direct Programs:
Federal Supplemental Educational Opportunity Grants

Federal Work-Study Program

08

ALN

Number

20.701

20.701

20.701

20.205

20.701

84.116

84.007

84.033

Agency 717 - Texas Southern University

(An Agency of the State of Texas)

Schedule 1A -SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended August 31, 2025
*x*Certified***

Pass-through From

NSE Name/ Agency/ Pass-Through Pass-Through
From Agencies o From Non-State
Identifying Number Univ Universities Entities
No Amount Amount
50-19XFO006/TRN7288
URS/ 42,513.40
FAIN 50-19XFO006TRN7572
University of California - Davis/ 186,727.23
69A3552344814
601 -74,677.73
721 81,131.74
6,454.01 400,394.93

Direct

Program

Amount

53,654.87

7,343.22

60,998.09

73,539.45
73,539.45

759,097.06

914,813.50

Total

PT From and

Direct Prog.

Amount

42,513.40

186,727.23

53,654.87

7,343.22

-74,677.73

81,131.74

467,847.03

73,539.45
73,539.45

759,097.06

914,813.50

Pass-through To

Agency/ Pass-Through To Pass-Through
Agencies or To Non-State
Univ Universities Entities
No. Amount Amount
53,654.87
714 7,343.22
7,343.22 53,654.87

Expenditures

Amount

42,513.40

186,727.23

-74677.73

81,131.74

406,848.94

73,539.45
73,539.45

759,097.06

914,813.50

Total

PT To and

Expenditures

Amount

42,513.40

186,727.23

53,654.87

7.343.22

-74,677.73

81,131.74

467,847.03

73,539.45
73,539.45

759,097.06

914,813.50


https://914,813.50
https://759,097.06
https://73:539.45
https://73,539.45
https://81,131.74
https://74,677.73
https://7,343.22
https://53,654.87
https://186,727.23
https://42,513.40
https://914,813.50
https://759,097.06
https://73,539.45
https://73,539.45
https://406,848.94
https://81,131.74
https://74,677.73
https://186,727.23
https://42,513.40
https://53,654.87
https://7,343.22
https://7,343.22
https://53,654.87
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TEXAS SOUTHERN UNIVERSITY
[An Agency of the Siute of Texas)

SCHEDLLE |F - STATE GRANT PASS THROUGH FROMTO STATE AGEMNCIES

Fer the Vear Ended Awguw 11, D02

Eam Through Fros:

RP240430 - Core Facilities Support Awaeds Cancer Prevention and Research Instuituie of Texas

PRISDOTS-Bredil Cancer Hofesning and Provesiaon Cente Cancer Provention and Research Instibue of
Texas

TEXAS Geant Program Texas Higher Education Coordinating Board
College Work Study Tes Highes Edsestion Coondimating Boand

Tiewas Grants B 1. 10 Transfer Grants Texs Eligher Education Cooedinaiing Board
Tiena Gt B |, 1) Leadership Scholars Texas Higher Education Coordinating Board

Teas Higher Edueation Coordinsting Hosed 5B 30 BOT Returm of Fusds

Tatal Pasa Through Frem Other Agrasin

Girant 10

170

151

TE1LDOOE

TEI. 0023

TR1.COER

TH1 00080

TR D098

542
42
Tl
e

T8l

TRl

Al

20,077.54
20,077.95
5594, 77200
4 39
157252
236.30

3,970.383.56

3 3,905 124 66
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TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)
SCHEDULE 24 - MISCELLANEQUS BOND INFORMATION
For the Year Ended Awgust 31, 2025

Business-Type Activities
Maturity Dates
Interest First Call

Description Rate First Year Last Year Date Original Isue
Revenue Bonds- Self Supporting

Series 2018 2.00-3.00% 004 2036 172026 55450 000,00

Series 2021 2.00-5.00%% 2021 2030 n'a 14,275 000.00

Series 2023 5.00-5.25% 2024 2042 5172033 R0,6E0,000.00

Total Revenue Bonded Debi

51 SH.MS,M{}.EIU.
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TEXAS SOUTHERN UNIVERSITY

(An Agency of the State of Texas)

SCHEDULE 210 - ANALYSES OF FUNDS AVAILABLE FOR DERT SERVICE

For the Year Ended Awguse 31, 2025

Pledged and Other Sources and Related Expenditures for FY 2025

Business-Tvpe Activities Net Avallable for Debt Serviee Diebi Service
O perating Expenses/
Total Pledged and Expenditures and
Revenue Bonds Other Sources Capital Outlay Principal Interest
BOND SERIES
TRE 2016, 2021, 2023 £ 92 276,000.00 5 65,666,395 14 £6,70500000 5 6,011,900,00
Total 5 92.276.000.00 5 65,666,3935.14 56,705,00000 5 601190000
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INDEFENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND

0N COMPLIANCE AND OTHER PIATTERS BASED DN AN AUDIT OF FINANCIAL STATEMENTS
FERFORMED IN ACCORDANCE WITH GOVERNAMENT ALNTING STANDARDS

To the Board of Regents
Texas Southern University
Houston, Texas

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 Awalting Stondards, ssued by the Comptroller
General of the United States (Government Avditing Stondards), the financial staterments of the business-type activities
of Texas Southern University (the "University”} as of and for the year ended August 31, 2025, and the related notes to
the financial statements, which collectively comprise the University's basic financial statements, and have Issued aur
repart therecn dated June 13, 2026,

Report on Internal Control over Financial Reporting

In planning and performing cur audit of the financial statements, we considered the University's Internal control over
financial reporting [internal confrol) as a basis for designing audit procedures that are appropriste in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the University's internal control. Accordingly, we do not express an
opinion on the effectiveness of the University's internal control.

Our consideration of internal control was for the fimited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant defidencies
and therefore, material weaknesses or significant defidencles may exist that were not identified. However, as
described in the accompanying schedule of findings and responses, we identified certain deficiencies in internal
contrel that we consider to be material weaknesses and significant defidencies.

A deficlency 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 defidency, or a combination of deficiencies, in internal
control, swch that there is a reasonable possibility that a material misstatement of the enatity’s financial statements will
not be prevented or detected and corrected on a timely basis, We consider the deficiency described in the
sccompanying schedule of findings and responses as item #2025-001 to be a material weakness,

A significamt deficlency is a deficlency, or a combination of deficiencies, in internal contral that is less severe than a
material weakness, yet important enough to miert attention by those charged with governance. We consider the
deficiencies described in the accompanying schedule of findings and responses as item #2025-D02 to be a significant
deficiency.
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To the Board of Regents
Texas Southern Liniversity
Howston, Texas

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Unlversity’s financlal statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreéements, noncompliance with which could have a direct and material effect on the financial statements. However,
praviding an opinion on compliance with those provisions was not an objective of owr audit, and accordingly, we do
not express such an opinlon, The results of our tests disclosed no instances of noncompliance or other matiers that
are reguired to be reported under Government Auditing Stendards,

University"s Responses to Findings

Governrment Auditing Standards requires the auditor to perform limited procedures on the University's responses to
the findings identified in owr audit and described in the accompanying schedule of findings and responses. The
Unkversity's responses were not subjected to the other auditing procedures applied i the audit of the financial
statements and, accondingly, we express no opindan an the responses,

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal contral and compliance and the
redults of that testing, and not to provide an opinkon on the effectiveness of the University's internal control or on
compliance. This report is an integral part of an audit performed In accordance with Government Awditing Standards in

considering the University’s Internal control and compliance. Accordingly, this communication is not suitable for any
ather purpose,

Uhitey ga Lt

Houston, Texas
June 12, 2026
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TEXAS SOUTHERN UNIVERSITY
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended August 31, 2025

#2025-001 - Audit Adjustments
Material Weakness in Internal Control Over Financial Reporting

Condition: As a result of our testing of prepaid balances and our procedures performed to identify unrecorded
liabilities, we identified adjustments related to investments short-term, prepaid expenses, construction in progress,
subscriptions, accrued expenses, salaries payable, and insurance payable that were not recorded by management in
the underlying accounting records. These adjustments were subsequently proposed by the auditors to properly state
the financial statements at fiscal year-end. The auditor proposed adjustments were as follows:

Investment short-term $2,092,201 (J0139575)

Prepaid expenses $2,145,440 (J0139365 and J0139503)
Construction in progress $1,528,581 (J0139456)

Subscriptions (computer software)  $2,168,632 (J0139609)

Accrued expenses $1,958,931 (J0138864 and J0139265)
Salaries payable $549,597 (J0139512)

Insurance payable (Health Select) $3,383,710 (J0139285)

Criteria: Management is responsible for the preparation and fair presentation of the financial statements in
accordance with generally accepted accounting principles. This includes establishing and maintaining internal controls
to ensure that prepaid items are properly recorded and amortized, and that liabilities are completely and accurately
recorded in the appropriate fiscal year. Effective year-end closing procedures should include processes to identify and
record all material accruals and deferrals.

Cause: This condition appears to be due to insufficient review and analysis of year-end account balances and a lack of
formalized procedures for identifying and recording necessary accruals.

Effect: Failure to record these adjustments could result in material misstatements to the financial statements,
including understatement or overstatement of expenses and liabilities. Additionally, reliance on auditor-proposed
adjustments may indicate weaknesses in the financial reporting process.

Recommendation: We recommend that management enhance its year-end closing procedures by implementing
detailed review processes for prepaid items and accrued expenses, including preparation of supporting schedules and
reconciliations. Management should also establish formal policies and checklists to ensure all necessary accruals and
deferrals are identified and recorded prior to the audit, thereby reducing reliance on auditor-proposed adjustments
and strengthening the overall financial reporting process.

Views of Responsible Officials: The University has revised its procedures for recording prepaid and accrued expenses.
Both the Accounts Payable and General Accounting staff have been trained on the new process which incorporates a
detailed review of the invoices, reconciliations and supporting schedules. The current year end close checklist utilized
by the University has been revised to include an evaluation of all invoices to determine the appropriate classification
and recording of the transactions.

95



TEXAS SOUTHERN UNIVERSITY
SCHEDLILE OF FINDINGS AND RESPONSES
For the Yeor Ended Avgust 31, 2025

#2025-002 - Preparation and Approval of Journal Entries
Significant Deficiency In internal Control Over Financial Reparting

Condition: During owr testing of jourmal entries, we noted that 1 of 10 journal entries in our test sample was prepared
and approved by the same individual.

Criterfa; Effective internal controd requires adequate segregation of duties such that journal entries are independantly
priepared, reviewed, and approved by separate individuals to reduce the risk of error or inappropriate adjustments,

Cowse: This condition appears to result from limited persennel or insufficient review contrals over the journal entry
prOcess,

Effect: The lack of segregation of dutias increases the rick that errors o unauthorized transactions eould ocour and not
be detected in o timealy manner.

Recommendation: We recommend that management strengthen controls over the journal enbry process by ensuring
that all journal entries are subject to Independent review and approval by an individual whe did not prepare the entry.

Views af Responsible Officiols; The General Accounting team had limited personnel at the time the selected journal
entry was recorded, Since then, the departmeant has added four (4) new team members which allows for apgropriate
segregation of duties. Additionally, the University has implemented contrals within its the accounting system of record
that prevents “self posting” for all jownal entries, invoices, purchase orders, requisitions and fixed assets. These
measures will significantly reduce the risks posed by the abovementioned defickency and Increase the accuracy and
reliability of the infermation presented in the financlal staterments.
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