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=lo)MEUICE LYNCH

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Worcester State University

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the business-type activities and the discretely presented component unit of
Worcester State University (an agency of the Commonwealth of Massachusetts) (the “University?), as of and for the
years ended June 30, 2025 and 2024 and the related notes to the financial statementsfwhich'collectively comprise the
University’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and discretely présented'eomponent unit of Worcester State
University, as of June 30, 2025 and 2024, and the respective changes in finané€ial position, and, where applicable, cash
flows thereof for the years then ended in accordance with accountingprinciples generally accepted in the United States
of America.

Basis for Opinions

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

Responsibilities of Management for the Financial Statements

Management is responsible for“the preparation and fair presentation of the financial statements in accordance with
accounting principles generally®aceepted 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, wWhether due to fraud or error.

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

BoLLUS LYNCH, LLP
AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
89 SHREWSBURY STREET * WORCESTER, MA 01604
P-508.755.7107 * F-508.755.3896
BOLLUSLYNCH.COM



INDEPENDENT AUDITOR’S REPORT
(Continued)

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
assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit ¢onducted
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 thed@ggregate, 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 Identify and assess the risks of material misstatement of the financial statemefts, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such proc€dutes 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 exptressing an opinion on the effectiveness of the
University’s internal control. Accordingly, no such opinion is_expresséd.

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 judgment, there are conditions or gvents, considered in the aggregate, that raise substantial
doubt about the University’s ability to continueas a goingjconcern 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 findingsy 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 the Management’s Discussion
and Analysis on pages 4, thteughnl2”and certain information pertaining to liabilities recorded in accordance with
Government Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial Reporting for
Pensions and GASB - Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other than
Pensions on pages 45 through 53 be presented to supplement the basic financial statements. Such information is the
responsibility | ofl\management and, 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 financial reporting for placing
the basicgfinancial 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 shanagement 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 ofithe 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.



INDEPENDENT AUDITOR’S REPORT
(Continued)

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
University’s basic financial statements. The accompanying Schedule of Expenditures of Federal Awards, as required by
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required part of\the‘basic
financial statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certaindadditional procedures,
including comparing and reconciling such information directly to the underlying accounting and other reeords used to
prepare the basic financial statements or to the basic financial statements themselves, and other ‘additional procedures in
accordance with auditing standards generally accepted in the United States of America. In ounopinion, the information is
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated , 2026, on
our consideration of the University’s internal control over financial reporting”and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
solely to describe the scope of our testing of internal control over financial feporting and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of thesniversity’s internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the University’s internal control ovefifinangial reporting and compliance.

Worcester, Massachusetts
, 2026







WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of Worcester State University, we offer readers of Worcester State University’s financial statements
this narrative overview and analysis of the financial activities of Worcester State University for the fiscal year ended
June 30, 2025 This discussion is provided by management and should be read in conjunction with the financial
statements and notes thereto.

Worcester State University was founded in 1871 and is one of nine comprehensive public colleges/universities in the
Commonwealth of Massachusetts. The University affirms the principles of liberal learning as the foundation for all
advanced programs of study and offers programs in the traditional liberal arts and science disciplines,=while
maintaining its historical focus on teacher education. The University offers 102 undergraduate majors\and minors, 29
graduate programs, 82 study abroad programs, and a student-to-faculty ratio of 14:1. The Univessity, currently has
4,892 full and part-time undergraduate students and 880 full and part-time graduate and professional students.

Financial Highlights

e The assets and deferred outflows of resources of Worcester State University |exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year’by $93,046,408 inclusive of year end
accruals related to the Commonwealth of Massachusetts Pension and‘Other Postemployment Benefits (OPEB)
(net position) of $33,825,261.

e  The University’s total net position increased by $14,611,931. Pension and insurance expense decreased by
$7,914,663, as a result of recording the University’s portiongof the Commonwealth’s postretirement
obligations. When the Commonwealth’s postreticement obligation adjustments are removed from the
University’s operating expenses, “Pension and “insuramee”’ costs as reported on Schedule 6 of the
accompanying supplementary information, incréases,to$21,627,281 in FY 2025, and $20,314,141 in FY
2024. In addition, the University’s total changein netposition at June 30, 2025 is reduced to $6,697,268, and
at June 30, 2024 is reduced to $1,446,706.

e  The University’s Net Position as Jun€ 3072025, was $93,046,408. Unrestricted Net Position from Operations
as of June 30, 2025 was $76,112,578%The healthy operational reserves is offset by the University’s allocation
of the Commonwealth’s accumulated Net Retirement Obligations of $12,192,620 related to Pensions and
$21,632,641 related to OPEB;xesultingin Net Unrestricted Reserves of $42,287,317.

e Residence Life and Housingsexperienced a $1,827,391 reduction in Net Position in FY 2025. The adoption of
GASB Statement No. 87, . Leases (GASB 87), requires the reclassification of remitted MSCBA annual
assessments to inferest expense and a reduction of the accumulated outstanding lease liability for contracted
use of the facilities. \In addition, the value of the leased facilities are reported as assets on the Statement of Net
Position and require an annual posting to amortize those assets. The value of the assets at June 30, 2025 is
$70,635/390 and the outstanding lease obligations related to the assets as of June 30, 2025 is $86,230,450.

e Regidence Bife and Housing Net position as of June 30, 2025 was ($13,118,256). Further analysis of Net
Position identifies the value of designated net future lease payments of ($15,595,060) and accumulated
operating reserves of $2,476,804, at June 30, 2025.



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Worcester State University’s basic financial
statements. Worcester State University’s basic financial statements comprise two components: 1) the financial
statements and 2) the notes to the financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

The Financial Statements are designed to provide readers with a broad overview of Worcester State Wniversity’s
finances in a manner similar to a private sector college. The Statement of Net Position presents information on all of
the University’s assets and deferred outflows of resources, as well as liabilities and deferred inflows,of resources, with
the difference between these reported as net position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the University is improving or deteriorating’

The Statement of Revenues, Expenses and Changes in Net Position presents informatign'showing how the University’s
net position changed during the most recent fiscal year. All changes in net position are, reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cashsflows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cashflows in future fiscal periods (e.g. the
accrual for compensated absences).

The Statement of Cash Flows is reported on the direct method. The direct method of cash flow reporting portrays net
cash flows from operations as major classes of operating receipts (e.g. twition and fees) and disbursements (e.g. cash
paid to employees for services). The Government Accounting/Standards Board (GASB) Statements 34 and 35 require
this method to be used.

The financial statements and related footnotes are presefited separately from this Management Discussion and Analysis.

The University reports its activity as a business-type activity using the full accrual measurement focus and basis of
accounting. The University is a component unitsofithésxCommonwealth of Massachusetts. Therefore, the results of the
University’s operations, its net position and=eash\flows are also summarized in the Commonwealth’s Comprehensive
Annual Financial Report in its government-wide financial statements.

Notes to the financial statements: The netes provide additional information that is essential to a full understanding of
the data provided in the financial Statementsyand are presented separately.

Other information: In addition teytherfinancial statements and accompanying notes, this report also contains certain
required supplementary information/concerning Worcester State University.

Financial Analysis

As noted earlier, net position may serve overtime as a useful indication of Worcester State University’s financial
position. In the case"of Worcester State University, assets and deferred outflows of resources exceeded liabilities and
deferred‘inflows ofiresources by $93,046,408 at the close of Fiscal Year 2025.

Bygfar thejlargest portion of the Worcester State University’s net position reflects its investment in capital assets (e.g.
land;%buildings, machinery, and equipment), less any related debt used to acquire those assets that are still outstanding,
including capital leases. Worcester State University uses these capital assets to provide services to students, faculty and
administration; consequently, these assets are not available for future spending. Worcester State University’s
investment in its capital assets is reported net of related debt and lease obligations.



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Worcester State University’s Net Position as of
June 30, 2025, with comparative data as of June 30, 2024

2025 2024

Current and other assets $ 102,837,739 $ 92,339,555
Capital assets 164,077,712 170,5775248

Total assets 266,915,451 262,916,803
Deferred outflows of resources 3,673,068 4,194,610
Non-current outstanding liabilities 134,733,359 141,463,390
Other liabilities 24,571,395 20,738,703

Total liabilities 159,304,754 162,202,093
Deferred inflows of resources 18,237,357 26,474,843
Net position

Invested in capital assets, net of related debt 48,751,029 49,253,033

Restricted 2,008,062 1,573,680

Unrestricted 42,287,317 27,607,764

Total net position $ 93,046,408 $ 78,434,477

The following schedule presents an analysis of Worcester State,University’s net position as of June 30, 2025 and 2024,
respectively:

2025 2024
Invested in capital assets, net $ 48,751,029 $ 49,253,033
Restricted reserves, expendable for:
Other 2,008,062 1,662,590
Capital projects - (88,910)
Total restricted reserves, expendable 2,008,062 1,573,680
Unrestricted net position
Unrestricted resery€sifrom operations 76,112,578 69,347,687
Accumulated Commonwealth of Massachusetts retirement obligations -
Pension (12,192,620) (14,186,711)
Accumulated Commenwealth of Massachusetts retirement obligations -
OREB (21,632,641) (27,553,212)
Total'net unrestricted reserves 42,287,317 27,607,764
Total net position $ 93,046,408 $ 78,434,477




WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

A portion of the Worcester State University’s net position (2.16 %) as of June 30, 2025, represent funds that are subject
to external restrictions on how they must be used. Unrestricted net reserves from operations of $76,112,578 at June 30,
2025 may be used to meet the University’s ongoing obligations to its stakeholders. The University’s net position
increased by $14,611,931 during the year ended June 30, 2025. At the end of the current fiscal year, Worcester State
University reports a positive balance in restricted reserves, a positive balance in unrestricted reserves from operations
and accumulated net negative obligations for the allocated share of the Commonwealth of Massachusetts pension and
OPEB plans.

The University’s primary reserve ratio, calculated as expendable net position divided by total expenses, is 62.44% and
56.23%, respectively, for the years ended June 30, 2025 and June 30, 2024. This ratio provides & snapshot of financial
strength and flexibility by indicating the percent of operating expenses that could be funded by expendable reserves
without relying on additional net position generated by operations.

The implementation of GASB 68 and GASB 75 requires the annual accrual of the University’s allocation of the
Commonwealth’s Net Pension and OPEB Liability. The University had a reduction of 87,914,663 in accrual of
pension and insurance expense in FY 2025 and a reduction of $7,435,204 in, FY 2024"to reflect the University’s
allocation of the Commonwealth’s accrued obligation of Pension and OPEB Jliabilities.

The application of GASB 68 and GASB 75 requires certain reporting and disClosures with regard to the Massachusetts
State Employees’ Retirement System (MSERS) and the Commonwealth of‘Massachusetts Other Post-Employment
Benefit (OPEB) Plan. The authority for establishing and amending\ these”provisions rests with the Massachusetts
Legislature, Chapter 32A of the General Laws of the Commonwealth of\Massachusetts. The allocation provided to the
University from the Commonwealth of Massachusetts Comptreller’s”Office reflects the University’s proportionate
share of the net pension and OPEB liability related to” its participation in MSERS and OPEB. The University’s
participation in MSERS and OPEB is directly related toithe share of annual payroll subject to retirement assessment
that is funded from campus-based resources in centrast toypayroll expended from annual operating appropriations
allocated to the University from Commonwealth resources. In FY 2025 annual payroll subject to retirement assessment
that was funded from campus-based resources was $5,900,631, total payroll costs subject to retirement assessment for
FY 2024 was $39,646,841.

The University’s return on net position ratio,iealculated as the change in total net position divided by total net position -
beginning of the year, is 18.63% and 12.79%, respectively, for the years ended June 30, 2025 and June 30, 2024. This
ratio measures total economicreturn including capital investment and positive operating results. An improving trend
indicates increasing net positionmwhich provides for increased financial flexibility. Annual fluctuations in the
Commonwealth’s pension and QPEB accruals can significantly impact the return on net position ratio. In FY 2025 the
pension and OPEB aéeruals decreased by $7,914,663 contributing to the $14,611,931 increase in net position. An
adjusted calculatipn of the,retirn on net position ratio, excluding pension and OPEB adjustments, reflects a ratios of
8.54% and 2.09%. respectively, for the years ended June 30, 2025 and June 30, 2024.

The net operatingmevenue ratio is 7.39% and 1.91%, respectively, for the years ended June 30, 2025 and June 30, 2024.
The ratio ‘measures whether an institution is living within its available resources, however the calculation as defined
does/niotiinclude capital appropriations as an available operating resource. Capital appropriations in FY 2025 and FY
2024 provided the resources for expenses reported in the Operations and Maintenance of Plant expenditure category.
The revised ratios, inclusive of capital appropriations, are 10.81% and 6.91%, respectively, for the year ended June 30,
2025 and June 30, 2024. Worcester State University strives to achieve an annual operating surplus as measured by this
ratio as part of its long-term plan to improve its primary reserve ratio and maintain a healthy annual return on net
position.



WORCESTER STATE UNIVERSITY

(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS

(Continued)

Worcester State University’s Statement of Revenues, Expenses and Changes in Net Position for the year ended June 30,

2025 with comparative data for the year ended June 30, 2024.

2025 2024
Operating Revenues
Tuition and fees, net of scholarships discounts and allowances $ 46,257,756 45,774418
Operating grants and contributions 27,880,263 25,369,972
Sales and services of auxiliary enterprises and other sources 171,046 608,397
Total operating revenues 74,309,065 71,752,787
Operating Expenses
Instruction 45,823,935 44,244,040
Public Service 746210 -
Academic support 6,328,625 6,622,501
Student service 12,872,499 11,459,354
Institutional support 15,792,638 14,858,730
Operations and maintenance of plant 15,681,762 19,566,291
Scholarships 5,000,095 5,417,650
Depreciation 7,618,507 7,906,221
Debt service 775,858 587,539
Auxiliary enterprises 14,469,410 15,475,270
Total operating expense 125,109,539 126,137,596
Net operating loss (50,800,474) (54,384,809)
Non-operating revenues
State appropriation, including fringe benefits provided'to employees by
the Commonwealth, net of tuition remitted to, the, Commonwealth 58,195,227 55,212,761
Investment income 2,591,025 1,565,922
Other and transfers - 64,265
Total non-operating revenues 60,786,252 56,842,948
Income before other revenuesy@Xpenses, gains or losses 9,985,778 2,458,139
Capital appropriations 4,626,153 6,423,771
Change in net position 14,611,931 8,881,910
Net position~July:l 78,434,477 69,552,567
Net positien - June 30 $ 93,046,408 78,434,477




WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Capital appropriations in FY 2025 included funding for the second year of the second five-year allotment of critical
repair funds from the Commonwealth, in addition to DCAMM direct funding for the multiyear project to relocate
underground electrical infrastructure. FY 2025 projects included the Learning Resource Center data Center AC
replacement and the Sullivan Building air handling units. The nature of the majority of the work was for repair and
rehabilitation of existing infrastructure and did not increase the value of those assets.

State appropriations are reported net of the amount of in-state day school tuition collected by the University ‘on behalf
of the Commonwealth. The in-state day tuition collected is remitted back to the Commonwealth{as dictated by
Massachusetts General Law. Included in State appropriations are the fringe benefit costs for University\employees paid
by the Commonwealth. Capital appropriations are funded by Massachusetts General Obligation\Bonds "which are
issued to fund Commonwealth infrastructure improvements. The funds are provided to thejcampusiin the form of a
capital grant and as such the University is not responsible for repayment of the funds.

The following schedule details the Commonwealth appropriations received by the University for the years ending June
30, 2025 and 2024, respectively.

2025 2024

State Appropriations $~ 41,183,568 $ 38,924,137
Appropriations to cover fringe benefits provided to employees of the

Commonwealth 17,423,938 16,668,157
Tuition remitted back to the State (412,279) (379,533)
Net appropriations 58,195,227 55,212,761
Additional State capital appropriations 4,626,153 6,423,771
Total appropriations $ 62,821,380 $ 61,636,532

Loss from Operations

State appropriations are a significant, source of) funding for the University. Under GASB 35, appropriations are
considered non-operating revenue. ASsuchpatheUniversity incurs a loss from operations. The Commonwealth’s Board
of Higher Education sets tuition for the day,division. The University’s Board of Trustees sets all fees and tuition of the
Division of Graduate and Continuifig Education. The University’s Board of Trustees approves the annual budget with
the intention of mitigating losses.aftereonsideration of Commonwealth appropriations while balancing educational and
operational needs. The following schedule presents Worcester State University’s incurred losses from operations for
the fiscal years endeddune 3032025 and 2024, respectively.

2025 2024 Change

Net Tuitionfand FeexReVenue $ 46,257,756 $ 45,774,418 $ 483,338
Other Revenue, net of Student Financial Aid 28,051,309 25,978,369 2,072,940
Operational,Expenses (125,109,539) (126,137,596) 1,028,057

Operating loss (50,800,474) (54,384,809) 3,584,335
Direct'State appropriations, fringe benefits for

employees on the Commonwealth’s payroll, net

of remitted tuition to the Commonwealth 58,195,227 55,212,761 2,982,466
Federal assistance - - -
Investment and non-operating income 2,591,025 1,630,187 960,838
Capital appropriations 4,626,153 6,423,771 (1,797,618)

Change in net position $ 14,611,931 $ 8,881,910 $ 5,730,021



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Capital Assets and Debts of the University

Capital Assets: Worcester State University’s investment in capital assets as of June 30, 2025 amounts to $164,077,712
net of accumulated depreciation, compared to $170,577,248 net of accumulated depreciation and amortization as of
June 30, 2024. The University’s investment in capital assets includes, land (including improvements), building
(including improvements,) furnishings and equipment, and books, in addition to capital leases and subscription based
IT arrangements.

Capital assets are defined by the University and the Commonwealth of Massachusetts as assets\with|an initial,
individual cost of $50,000 or greater. Information about Worcester State University’s capital asset§ ¢an be found in the
notes to the financial statements.

In FY 2025 the University capitalized equipment leases at a cost of $956,499 and capitalized, direct purchases of
equipment at a cost of $63,583. New subscription based IT arrangements valued at $69,314 were brought on as assets,
while $115,486 worth of subscriptions have been removed as fully depreciated.

Long-Term Debt
Compensated Absences

The accrual for compensated absences consists of the long-term portienivef sick’and vacation pay relating to employees
on the University’s payroll and is anticipated to be funded by future state”appropriations.

MHEFA Financing

On December 4, 2002, the University entered into a“financing agreement with MHEFA to receive $14,000,000 for
renovations to the Sullivan and Administration Buildings:% A/ call provision became available on this bond issue in
December 2012. As a result, the issue was refunded on December 18, 2012, with $10,585,000 MDFA Revenue Bonds,
Worcester State University Series 2012. There_is no~debt service reserve related to this issue. Annual principal
payments range from $665,000 to $875,000 through\November of 2032.

Massachusetts State College Building Authority (MSCBA) WSU Student Life Project

MSCBA issued revenue bonds_forvarious projects on December 20, 2012. Included in the issue was a component to
provide $15,000,000 of debt financing to Worcester State University’s Wellness Center in accordance with the
Memorandum of Agreement between the Commonwealth, MSCBA and the University. The proceeds from the bond
issue, combined with/funds\eammarked by the University and General Obligation bond funds earmarked by the
Commonwealth, provided the resources for construction of a new Wellness Center at WSU. The Wellness Center is an
asset of the Commonwealth”and recorded as a fixed asset on the University’s financial records. On July 1, 2020,
MSCBA closed ona restructuring of outstanding debt from a multiple series of bonds including those issued to finance
the Wellness Center. “The restructuring provided for debt service relief in FY 2023 with interest only payments during
the year‘and a 50% reduction in principal payment in FY 2023. On February 15, 2023, MSCBA initiated another
restrueturingyof outstanding debt, including the last series of bonds issued to finance the Wellness Center. This final
piece of debt restructuring for the Wellness Center defers future principal payments to May of 2025. In addition, the
previously held Debt Service Reserve Funds of $249,214, were released to facilitate funding of the debt restructuring.
The project debt remains on schedule to be extinguished in May 2042 with annual principal payments ranging from
$342,496 to $742,778. Campus trust funds provide the revenue source for the annual debt service.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Right of Use Assets

GASB Statement No. 87 Leases is effective July 1, 2021. The statement requires leases previously recorded as
operating leases to be recognized as a right-to-use lease asset and related lease liability for the term of the lease in
accordance with the payment terms of the contract. GASB Summary - Statement 87 states “A lease is defined as a
contract that conveys control of the right to use another entity’s nonfinancial asset (the underlying asset) as specified in
the contract for a period of time in an exchange or exchange-like transaction.”

This change in presentation has a significant impact on the University’s financial statements when recording the long-
term lease agreements with the MSCBA. The University has long-term lease agreements with the MSEBAfor use of
all of its residence halls; Chandler Village, Dowden Hall, Wasylean Hall and Sheechan Hall, in addition to the parking
garage on lower campus.

The University has other leases also affected by this change in presentation. Other leased assets requiring a change in
presentation include various information technology devices.

GASB Statement No. 96, Subscription-Based Information Technology Arrafigements (SBITA), effective for periods
after June 15, 2023. The objective of this Statement is to provide accounting and, financial reporting guidance for
transactions in which a governmental entity contracts with another partyyfor the right to use their software. This
Statement established requirements for subscription-based information technology agreements based on the GASB
Statement No. 87 lease accounting standard, based on the foundational pringiple that IT subscription arrangements are
financings of the underlying asset. The adoption of this statefient requires the University to recognize right to use
subscription assets as capital assets and related subscription liabilities,on’'the Statement of Net Position.

Economic Factors that will affect the Future
Financial Resources
Operations

The operating budget gap identified for FY 2025 was $9,491,900. Resources to fill the gap included the performance
based formula funds from FY 2024 ‘that hadu.been added to the base appropriation, in addition to an increase in the
General Fee for all undergraduate day ‘courses and an increase to tuition/fees for courses offered through the
Department of Graduate and Coentinuing Education. Budgeted resources include a $500 annual increase to the General
Fee that is assessed to all undergraduate students on a per credit basis. This was a 5% increase in mandatory
undergraduate student feées\bringing the total annual cost to $10,816. The Division of Graduate and Continuing
Education had requested a 12% increase in tuition and fees to offset an anticipated increase in contract faculty costs in
the coming year and“to alleviate financial constraints. The remainder of the budget gap was filled by deferring a
substantial number of vacant positions and a budgeted draw from reserves of $2,702,204.

As in recentyyearsy despite relying on reserve draws to balance the operating budget, FY 2025 will be closed without
experiencing a draw on reserves to fund an operating deficit. To reconcile the increase in net assets of $14,611,931 as
reportediin the Statement of Changes in Net assets, we remove the effects of various GASB Pension and OPEB
acCruals, resulting in a $7,914,663 adjustment bringing the increase down to $6,697,268. This figure can be further
reduced by $1,589,155 of information technology costs that have been recorded as an asset per GASB, in addition to
campus’infrastructure expenses and other capitalized purchases of $4,377,016 that have been moved to the statement of
net assets as an increase to assets. $731,097 is the remaining reconciled increase in net assets as of June 30, 2025. The
results of FY2025 operations are further demonstrated in the Net Position Analysis on Schedule 5.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Economic Factors that will affect the Future (continued)

The FY 2025 budget for the Residence Halls reflected a 2-4% increase in room rental rates, an increase in direct labor
costs as collective bargaining agreements were funded and a decrease in operating expenses in an attempt to reduce the
reliance of drawing from reserves to balance the budget. The residence halls blended occupancy rate during FY 2025
was 80.6%, less than anticipated occupancy budgeted at 87% for the year. Rental income was up over the prior year
due to the increase in rental rates, however there was a substantial decline in other income as we did not have/any,use
agreements in place with any other colleges or universities during the year. Loss from operations at June 30, 2025/was
$1,827,391, resulted in unrestricted net assets of ($13,118,256) as of June 30, 2025. Of this balance, the present value
of future lease obligations is ($15,595,060) and an accumulated operating reserve of $2,476,804.

In FY 2026 total operating resources are budgeted at $107,425,297, with 59% funded by State resources and 41% from
General fund revenue, specifically student fees. A budget gap analysis identifies a $2,965,983 budget shortfall between
revenue and expenses in FY 2026. The budget plan identifies the revenue generated from ‘a $500 year General Fee
increase and a budgeted drawn on reserve of $1,348,983 as the means to bridge this gap. /While we have budgeted
reserve draws over the past few fiscal years, we have not had to draw on them for real time’spending. The General Fee
increase will serve to partially fill the gap in a permanent way going forwarda. As we look towards FY 2027, the budget
gap may be eliminated with sustained formula funding from the Comfnonwealth, cost reductions and operational
efficiencies achieved through Operational Excellence initiatives, and potentially, increased revenue achieved through
gains in new enrollment and student retention.

Professional development was identified as a cross-campus priority during the FY 2025 budget process. Resources are
being provided in FY 2026 for plans that are in the developmental*stage. The initiative includes funds to be managed
by the Center for Teaching and Learning to enhance professienalydevelopment opportunities for faculty. Employee
Services will receive funds to roll out a professional development program available to all employees. Resources have
also been set aside for investments in university safety and seetrity and to assess information technology infrastructure.

Campus Infrastructure

In June of 2022 the Commonwealth announced a‘'second, five year-round of Critical Repair funds for the Massachusetts
Higher Education Campuses. Critical Repairs projects are smaller scale, building-specific, and involve renewal, repair
and replacement of equipment and systems;, Critical Repairs projects are managed directly by the individual campuses.
The five-year allocation represents a mew approach that provides predictable discretionary funds, allows more
autonomy in campus prioritization, over five years, and addresses the highest priority needs as identified through an
independent facility condition assessment.

Worcester State University will receive $12.1 million of the second round of critical repair funds through 2028. When
combined with the campus funded match, resources dedicated to infrastructure repair for FY 2024 through FY 2028
will be $20,8xmillion. Projects accomplished during FY 2025 included the Sullivan Building mechanical system
replacement, andslearning Resource Center data center AC replacement at a combined cost of $3,327,43. There is
$6.5M rémaining in critical repair funds committed to projects from 2026 through 2028.

This finaneialreport is designed to provide a general overview of Worcester State University’s finances for all those
with an interest in the University’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Office of the Vice President of Administration
and Finance, 486 Chandler Street, Worcester, MA 01602-2597.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

STATEMENTS OF NET POSITION

JUNE 30, 2025 AND 2024

Component Unit

Worcester State University Worcester StatesFoundation
2025 2024 2025 2024
ASSETS
Current assets:
Cash and cash equivalents $ 40,103,488 $ 34,902,397 $ 6,241,637 $ 4,775,905
Cash held by State Treasurer 4,385,266 9,047,320 - -
Accounts receivable, net 3,014,222 4,486,610 - 90,000
Current portion of loans receivable 2,350 14,000 2 -
Current portion of contributions receivable - - 927,304 1,333,553
Inventories 161,173 169,644 114,987 113,798
Prepaid expenses and other current assets 320,774 1614518 31,831 31,050
Total current assets 47,987,273 48,781,489 7,315,759 6,344,306
Non-current assets:
Investments 48,542,767 37,0365643 49,426,759 43,404,669
Loans receivable, less current portion 258,911 256,825 - -
Contributions receivable, less current portion P - 3,695,677 3,614,996
Other non-current assets 6,048,788 6,264,598 150,533 150,533
Capital assets, net of accumulated depreciation 164,077,712 170,577,248 3,772,475 3,811,414
Total non-current assets 218,928,178 214,135,314 57,045,444 50,981,612
Total assets 266,915,451 262,916,803 64,361,203 57,325,918
DEFERRED OUTFLOWS OF RESOURCES
Resources related to pension and OPEB obligations 3,372,530 3,868,705 - -
Loss on refunding of bonds payable 300,538 325,905 - -
Total deferred outflows of resources 3,673,068 4,194,610 - -

See accompanying independent auditor’s report and notes to financial statements.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

STATEMENTS OF NET POSITION

JUNE 30, 2025 AND 2024

(Continued)
Component Unit
Worcester State University Worcester StatesFoundation
2025 2024 2025 2024
LIABILITIES
Current liabilities:
Current portion of bonds payable $ 1,080,221 $ 1,037,496 $ 23,564 $ 22,595
Current portion of lease obligations 4,659,152 4,382,533 - -
Current portion of subscription-based IT arrangements 887,390 1,063,775 - -
Accounts payable 3,508,954 2,143,345 277,589 865,824
Accrued payroll and fringe benefits 7,413,503 4,807,102 - -
Accrued interest and other liabilities 75,333 88,910 126,433 111,850
Funds held for others - - 5,509 5,509
Student deposits and unearned revenue 2,804,872 3,238,840 156,305 126,372
Current portion of split-interest agreements - - 2,380 20,223
Current portion of accrued workers' compensation 220,455 204,543 - -
Current portion of accrued compensated absences 3,921,515 3,772,159 - -
Total current liabilities 24,571,395 20,738,703 591,780 1,152,373
Long-term liabilities:
Bonds payable, less current portion 16,791,222 18,052,584 360,049 383,700
Lease obligations, less current portion 90,808,376 94,770,472 - -
Subscription-based IT arrangements, less current portion 978,311 1,869,537 - -
Split-interest agreements, less current portion ; - 10,373 32,002
Accrued workers' compensation, less current portion 1,466,118 1,474,684 - -
Accrued compensated absences, less current portion 2,703,691 2,689,275 - -
Accrued pension and OPEB obligations 21,677,468 22,300,193 - -
Refundable grant - federal financial assistance program 308,173 306,645 - -
Total liabilities 159,304,754 162,202,093 962,202 1,568,075
DEFERRED INFLOWS OF RESOURCES
Resources related to pension and OPEB obligations; 15,520,323 23,308,436 - -
Deferred service concession arrangemients 2,369,818 2,781,594 - -
Gain on refunding of bonds payable 347,216 384,813 - -
Total deferred inflows of tesourees 18,237,357 26,474,843 - -
NET POSITION
Invested in capital assets, net 48,751,029 49,253,033 - -
Restricted - nonexpendable - - 27,824,386 25,642,341
Restricted - €xpendable 2,008,062 1,573,680 26,394,138 22,184,063
Unrestri¢ted 42,287,317 27,607,764 9,180,477 7,931,439
Total net position $ 93,046,408 S 78,434,477 $ 63,399,001 $ 55,757,843

See accompanying independent auditor’s report and notes to financial statements.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED JUNE 30, 2025 AND 2024

Component Unit

Worcester State University Worcester StatesFoundation
2025 2024 2025 2024
REVENUES
Operating revenues:
Student tuition and fees $ 49,271,832 $ 47,092,996 $ 661,528 $ 611,879
Auxiliary enterprises, student housing 12,826,905 12,177,425 - -
Less: Scholarship discounts and allowance 15,840,981 13,496,003 - -
Net student tuition and fees 46,257,756 45,774,418 661,528 611,879
Contributions - - 4,220,555 1,749,764
Federal grants and contracts 10,902,010 8,921,497 - -
State and local grants and contracts 10,452,329 11,153,952 - -
Nongovernmental grants and contracts 5,075,221 3,998,879 - -
Auxiliary enterprises, other 171,046 608,397 223,576 223,476
Other operating revenues 1,450,703 1,2957644 250,315 420,065
Total operating revenues 74,309,065 71,752,787 5,355,974 3,005,184
EXPENSES
Operating expenses:
Instruction 45,823,935 44,244,040 - -
Public service 746,210 - - -
Academic support 6,328,625 6,622,501 - -
Student services 12,872,499 11,459,354 - -
Institutional support 15,792,638 14,858,730 1,467,659 1,309,546
Operation and maintenance of plant 15,681,762 19,566,291 72,747 138,050
Scholarship 5,000,095 5,417,650 1,022,182 1,059,135
Depreciation 7,618,507 7,906,221 191,625 188,966
Debt service 775,858 587,539 44,757 40,854
Auxiliary enterprises 14,469,410 15,475,270 - -
Total operating expenses 125,109,539 126,137,596 2,798,970 2,736,551
Operating income (loss) (50,800,474) (54,384,809) 2,557,004 268,633

See accompanying independent auditor’s report and notes to financial statements.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED JUNE 30, 2025 AND 2024

(Continued)
Component Unit
Worcester State University Worcester StatesFoundation
2025 2024 2025 2024
NON-OPERATING REVENUES (EXPENSES)
State appropriations 58,195,227 55,212,761 - -
Interest and investment income 2,591,025 1,565,922 4,907,253 5,037,397
Other payments to Worcester State University - - (17938,154) (1,641,957)
Other non-operating income - 64,265 - -
Net non-operating revenues 60,786,252 56,842,948 2,969,099 3,395,440
Income before other revenues,
expenses, gains, or losses 9,985,778 2,458,139 5,526,103 3,664,073
Capital appropriations 4,626,153 6,423,771 - -
Additions to permanent endowments - - 2,115,055 1,341,541
Change in net position 14,611,931 8;881,910 7,641,158 5,005,614
NET POSITION
Beginning of year 78,434,477 69,552,567 55,757,843 50,752,229
End of year $70, 93,046,408 $ 78,434,477 $ 63,399,001 $§ 55,757,843

See accompanying independent auditor’s report and notes to financial statements.
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WORCESTER STATE UNIVERSITY

(An Agency of the Commonwealth of Massachusetts)

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2025 AND 2024

Cash flows from operating activities:
Student tuition, fees and charges
Federal grants and contracts
State and local grants and contracts
Nongovernmental grants and contracts
Auxiliary enterprise charges
Employee compensation and fringe benefit payments
Payments to suppliers
Interest paid
Loans repaid by students
Other receipts (payments)

Net cash used in operating activities

Cash flows from noncapital financing activities:
State appropriations
Net deposits

Net cash provided by noncapital financing activities

Cash flows from capital and related financing actiVities:
Capital appropriations
Purchases of capital assets
Principal payments of bonds payable
Principal payments on lease obligations
Principal payments on subsefiption-based/IT arrangements
Perkins loan program, net funds paid
Other activities

Net cash used in‘eapital and related financing activities
Cash flows from investing-ctivities:
Proceédsfrom sales and maturities of investments
Purchases ofiinvestments
Interest andyinvestment income
Net cash provided by (used in) investing activities
Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying independent auditor’s report and notes to financial statements.
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Primary Government

2025 2024
$ 40,887,723 $ 41,192,347
10,902,010 8,921,497
10,452,329 11,153,952
5,075,221 3,998,879
171,046 608,397
(76,6704008) (76,065,120)
(34,998,090) (38,480,788)
(982,806) (1,008,929)
9,564 14,304
2,531,884 (820,173)

(42,621,127)

(50,485,634)

58,195,227 55,212,761
(84,596) (8,723)
58,110,631 55,204,038
4,626,153 6,423,771
(3,687,396) (1,801,420)
(1,037,496) (665,000)
(4,641,976) (3,199,084)
(1,136,925) (1,083,904)
1,528 (39)
- 64,265
(5,876,112) (261,411)
62,053,831 48,593,794
(72,690,641) (49,462,993)
1,562,455 1,071,054
(9,074,355) 201,855
539,037 4,658,848
43,949,717 39,290,869
$ 44,488,754 $ 43,949,717




WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2025 AND 2024
(Continued)

Primary Government

2025

2024

Reconciliation of operating loss to
net cash used in operating activities:
Operating loss $ (50,800,474)
Adjustments to reconcile operating loss to net cash
used in operating activities:

Depreciation expense 5,800,600
Amortization of leased assets 4,388828
Amortization on subscription-based IT arrangements 1,073,317
Amortization of other assets 215,810
Accretion of deferred service concession arrangements (411,776)
Decrease in deferred loss on refunding of bonds payable 25,367
Decrease in deferred gain on refunding of bonds payable (37,597)
Decrease in bond premium (181,141)

(Increase) decrease in operating assets and
deferred outflows:

Accounts receivable, net 1,472,388
Loans receivable 9,564
Inventories 8,471
Resources related to pension and OPEB obligations 496,175

Increase (decrease) in operating liabilities and
deferred inflows:

$ (54,384,809)

6,084,475
5,960,905
1,077,156
215,810
(411,775)
25,367
(58,503)
(381,599)

(1,963,381)
14,304
46,511

1,740,555

(1,258,169)
108,412
(6,654)
182,696
1,094,917
603,906
(8,011,034)
(1,164,724)

Accounts payable 1,365,609
Accrued payroll and fringe befiefits 2,606,401
Accrued interest and otherliabilities (13,577)
Accrued workers' compensatiof 7,346
Student deposits and unearned revenue (349,372)
Accrued compensatediabsences 163,772
Accrued pension and OREB obligations (622,725)
Resources related to pension and OPEB obligations (7,788,113)
Net cash used in operating activities $ (42,621,127)

$ (50,485,634)

See accompanying independent auditor’s report and notes to financial statements.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO FINANCIAL STATEMENTS

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Worcester State University (the “University”) is a public, state-supported University, located in Worcester,
Massachusetts. The University is governed by a local Board of Trustees under the discretion of the Massachusetts
Department of Higher Education. As one of nine four-year, state-supported colleges and universities, the University
is empowered to award baccalaureate and masters’ degrees in education and in the arts and sciences, asywell as
programs of continuing education.

The University is an agency of the Commonwealth of Massachusetts (the “State”, the “Commonwealth”).
Accordingly, the accompanying financial statements may not necessarily be indicative of the conditions that would
have existed if the University had been operated as an independent institution.

Component units

Worcester State Foundation, Inc. (the “Foundation™) is a legally separat€, tax-exempt component unit of the
University. The Foundation’s primary role is to prudently manage and(steward privately contributed resources
meant to supplement the resources that are available to the University 4h supportiof its programs. The board of the
Foundation is self-perpetuating and consists of graduates and friends ofthe University. Although the University
does not control the timing or amount of receipts from the Foundation, the majority of resources, or income thereon,
that the Foundation holds and invests are restricted to the activities\of the-University by the donors. Because these
restricted resources held by the Foundation can only be usedby, or for the benefit of, the University, the Foundation
is considered a component unit of the University and is disctetely.presented in the University’s financial statements.

During the years ended June 30, 2025 and 2024, the)\Foundation distributed $2,960,336 and $2,701,092,
respectively, to the University for both restricted and unresfricted purposes. Complete financial statements for the
Foundation can be obtained from the Worcester State University Business Office at 486 Chandler Street, Worcester,
MA 01602.

Basis of presentation

The accompanying financial statéments-have been prepared using the economic resources measurement focus and
the accrual basis of accountigg in accerdance with U.S. generally accepted accounting principles (U.S. GAAP).
The Governmental Accounting“Standards Board (GASB) is responsible for establishing U.S. GAAP for state and
local governments through its pronguncements (Statements and Interpretations).

The University hasc determined”that it functions as a business-type activity, as defined by GASB. The effect of
interfund activity.has,beeneliminated from these financial statements. The basic financial statements for general
purpose governments consist of management’s discussion and analysis, basic financial statements including the
University}s discretely presented component unit, and required supplementary information. The University presents
statements of net¥position, revenues, expenses, and changes in net position and cash flows on a University-wide
basis:

Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing
of the related cash flows. Grants and similar items are recognized as revenue as soon as all eligibility requirements
have,been met. The accompanying statement of revenues, expenses, and changes in net position demonstrates the
degree to which the direct expenses of a given function are offset by program revenues. Direct expenses are those
that are clearly identifiable within a specific function. Program revenues primarily include charges to students or
others who enroll or directly benefit from services that are provided by a particular function. Items not meeting the
definition of program revenues are instead reported as general revenue.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO FINANCIAL STATEMENTS
(Continued)

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of presentation (continued)

The University’s policies for defining operating activities in the Statement of Revenues, Expenses and Changes in
Net Position are those that generally result from exchange transactions such as the payment received for services
and payment made for the purchase of goods and services. Certain other transactions are reported as non-opesating
activities in accordance with GASB accounting standards. These non-operating activities include the"Uniyersity’s
operating and capital appropriations from the Commonwealth of Massachusetts, and net investment\income.

Net position

GASB establishes accounting and financial reporting standards for public colleges and universities. These
standards require that, for accounting and reporting purposes, resources be classified inte- four net position
categories, described as follows:

Invested in capital assets, net of related debt - Includes all capital assets, net of accumulated
depreciation and the principal balances of any outstanding debt on, other obligations used to
construct, acquire or improve the assets.

Restricted net position - These resources are further, differentiated between those that are
nonexpendable and expendable.

Nonexpendable resources are those that are subjeét to externally imposed constraints that they be
maintained permanently.

Expendable resources are those whose use isisubject to externally imposed constraints that can be
satisfied by specific actions or by the passage ofitime.

Unrestricted - These resources aré not"subject to any externally imposed constraints. Such net
position may be designated fopSpeeific\purposes by action of the governing Board.

Accounting estimates

The preparation of financial statementsjin conformity with accounting principles generally accepted in the United
States of America requirgs ‘management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and diselosuré™of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue.and expenses. Actual results could differ from those estimates.

Subsequent events

The Univessityyhas eyaluated the financial statement impact of subsequent events occurring through ,
2026, the date.that'the financial statements were available to be issued.

Cash, temporary investments, and investments

The University considers its cash on hand, cash held by both the State Treasurer and Worcester State Foundation,
Inciyfor the benefit of the University and all debt securities with a maturity of three months or less to be cash
equivalents.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO FINANCIAL STATEMENTS
(Continued)

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash, temporary investments, and investments (continued)

The University’s investments are recorded at fair value. Realized and unrealized gains and losses are included in
non-operating revenues. Realized gains and losses are determined based on the specific identification of the
securities sold. Investment income is recognized when earned. The method of allocated interest earned onspeoled
cash and investments among fund types provides that, unless otherwise restricted, all interest is yé€orded in) the
unrestricted current fund. All gains and losses arising from the sale, maturity, or other disposition ‘of investments
are accounted for in the trust fund which owns the related asset. Ordinary income derived ftom\investments is
accounted for in the trust fund owning such assets.

The Governmental Accounting Standards Board requires government entities to categorize investments to give an
indication of the level of credit risk assumed by the University at year end. Category,l includesiinvestments that are
insured or registered, or for which securities are held by the University or its agent in the\name of the University.
Category 2 includes uninsured and unregistered investments for which securities are held by a trust department in
the name of the University. Category 3 includes uninsured and unregistered/nyvestments for which the securities are
held by a trust department but not in the University’s name.

Fair value measurements

The University follows the provisions of GASB Statement No.\72,%air Value Measurement and Application
(GASB 72). This Statement defines fair value, establishes a“framework for measuring fair value in accordance with
generally accepted accounting principles, and expands disclosutres,about fair value measurements.

The University uses fair value measurements to record fair'value adjustments to certain assets and liabilities and to
determine fair value disclosures. In accordance with GASB 72, the fair value of a financial instrument is the price
that would be received to sell an asset or paidi\to transfer a liability in an orderly transaction between market
participants at the measurement date. Faireyalue.is best determined based on quoted market prices. However, in
many instances, there may be no quoted-market prices for the University’s various financial instruments. In cases
where quoted market prices are not favailable, fair values are based on estimates using present value or other
valuation techniques. Those techniques, are significantly affected by the assumptions used, including the discount
rate and estimates of future caghnflows. Accordingly, the fair value estimates may not be realized in an immediate
settlement of the instrument.

In accordance with GASB. 72atheWniversity groups its financial assets and financial liabilities generally measured
at fair value in three levels, based on the markets in which the assets and liabilities are traded and the reliability of
the assumptions uséd to determine fair value.

Level 1:/ Valuation'is based on quoted prices in active markets for identical assets or liabilities that the
reporting entity has the ability to access at the measurement date.

Level 2: Valuation is based on observable inputs other than Level 1 prices, such as quoted prices for
similarvassets or liabilities; quoted prices in markets that are not active; or other inputs that are
obsepvable or can be corroborated by observable market data for substantially the full term of the
assets or liabilities.

Level 3: Valuation is based on unobservable inputs that are supported by little or no market activity
and that are significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which the determination of fair value
requires significant management judgment or estimation.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO FINANCIAL STATEMENTS
(Continued)

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair value measurements (continued)

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of
any input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs. The University’s component unit utilizes, assimilar
market approach which uses prices and other relevant information generated by market transactions imyvolying
identical or comparable assets, liabilities or a group of assets and liabilities.

Allowance for doubtful accounts

Accounts receivable are reported at the amount management expects to collect in the future on balances outstanding
at year end. Management estimates allowances for losses based on the history of collectionsyand the knowledge
acquired about specific items. Adjustments to the allowance are charged to bad debt ‘expense. Interest is not
charged on accounts receivable. Uncollectible amounts are written off against |the 'reserve when deemed
uncollectible; recoveries are recorded when received. An amount is considered uncollectible when reasonable
efforts to collect the account have been exhausted.

Inventories

The University’s inventories consist primarily of operating supplies whigh are valued at the lower of cost or market.
Cost is determined by the first-in, first-out (FIFO) method.

Loans receivable and payable

Loans receivable consist of the Federal Perkins Loan‘Rrogram (“Perkins”). The federal government provides 90%
of the funds to support this program. The 90% portion/of the Perkins Loan Program provided by the federal
government is refundable back to the federal government upon the termination of the University’s participation in
the program.

The prescribed practices for the Perkins program’do not provide for accrual of interest on student loans receivable or
for the provision of an allowance fordoubtful/loans. Accordingly, interest on loans is recorded as received and loan
balances are reduced subsequent to theydetermination of their uncollectibility and have been accepted (assigned) by
the Department of Education.

Capital assets

Capital assets are“controlled, but not owned by the University. The University is not able to sell or otherwise
encumber these assetsisinee they are owned by the Commonwealth. All capital assets acquired prior to June 30,
1990 are stated at cost or estimated historical cost. Capital assets acquired subsequent to June 30, 1990 are stated at
cost. Alladditiens of individual capital assets greater than or equal to $50,000 are capitalized, in accordance with
the Commonwealth’s capitalization policy. Donated capital assets are recorded at the estimated fair value at the
date of'the donation.

Capital assets, with the exception of land, are depreciated using the straight-line method over the estimated useful
lifeyof the asset, which range from 3 to 40 years.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Student deposits and unearned revenue

Deposits and advance payments received for tuition and fees related to the University’s Summer Session II program
are deferred and are recorded as unrestricted current funds unearned revenue.

Bond premiums

Bond premiums are being amortized on a straight-line basis, which approximates the effective interest method, over
the terms of the related debt agreements.

Funds held for others

Funds held for others are agency funds consisting of resources held by the Universityaas custodian or fiscal agent of
student organizations, the State Treasurer and others. Transactions are recorded to assets and liability accounts.

State appropriations

The University’s unrestricted State appropriations amounted to $58,607,506 and’$55,592,294 for the years ended
June 30, 2025 and 2024, respectively. State supported tuition, in the amounts of $412,279 and $379,533 for the
years ended June 30, 2025 and 2024, respectively, were remitted™te,the State and have been offset against these
appropriations. State supported tuition receipts and transfers have beén récorded in an agency fund during the year
with a net amount due from the Commonwealth of $1,496 .ahd $51,891 as of June 30, 2025 and 2024, respectively.

Pension plan

For purposes of measuring the net pension liability;ydeferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Massachusetts State Employee’s RetirementmSystem (MSERS) and additions to/deductions from MSERS’s
fiduciary net position have been determined on, the same basis as they are reported by MSERS. For this purpose,
benefit payments (including refunds of employee’contributions) are recognized when due and payable in accordance
with the benefit terms. Investment§,arexeported at fair value.

Other postemployment benefits plan.(OREB)

For purposes of measuring the;net@PEB liability, deferred outflows of resources and deferred inflows of resources
related to OPEB, and“QPEB expense, information about the fiduciary net position of the Commonwealth of
Massachusetts Postemployment Benefits Other Than Pensions Plan and additions to/deductions from this plan’s
fiduciary net positionyhave been determined on the same basis as they are reported by the Commonwealth of
Massachusetts. For this purpose, benefit payments are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

Compensated absences

Employees’earn the right to be compensated during absences for vacation leave and sick leave. Accrued vacation
leave is the amount earned by all eligible employees through June 30, 2025. Pursuant to statewide experience on sick
pay buy-back agreements applicable to state employees, the University accrues sick leave to a level representing 20%
of amounts earned by those University employees with ten or more years of State service at the end of the fiscal year.
Upon retirement, these employees are entitled to receive payment for this accrued balance.
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NOTES TO FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fringe benefits

The University participates in the Commonwealth’s fringe benefit programs, including health insurance, pension
and workers’ compensation benefits. Health insurance, pension and administrative costs are billed through a fringe
benefit rate charged to the University. The University’s workers’ compensation program is administeted=by the
Commonwealth’s Division of Public Employee Retirement Administration. Workers’ compensation cests) are
assessed separately based on the University’s actual experience.

Trust funds

The University’s operations are accounted for in different trust funds. All of these “trust funds have been
consolidated and are included in these financial statements.

Tax status

The University is an agency of the Commonwealth of Massachusetts and ig"therefore exempt from federal and state
income taxes under Code Section 115 of the Internal Revenue Code. THe Foundation is exempt from income taxes
under the provisions of section 501(c)(3) of the Internal Revenue Code.

New government accounting pronouncements

GASB Statement No. 103, Financial Reporting Model Improyvemenis is effective for reporting periods beginning
after June 15, 2025. The objective of this Statement is to improveskey components of the GASB financial reporting
model to enhance its effectiveness in providing informatien that is essential for decision making and assessing
accountability. Management has not completed its review of the requirements of this Standard and its applicability.

GASB Statement No. 104, Disclosure of CertaimmCapital Assets is effective for reporting periods beginning after
June 15, 2025. The objective of this Statement iS*to'provide users of government financial statements with essential
information about certain types of capital assets, Management has not completed its review of the requirements of
this Standard and its applicability.

CASH AND CASH EQUIVALENTIS

The University’s cash and temporary investments are as follows as of June 30, 2025 and 2024:

2025 2024
Carrying amount $ 40,103,488 $ 34,902,397
Bank balance $ 42,525,342 $ 36,272,588
Less amounts
Covered.by depository insurance 819,850 820,280
Collateralized repurchase agreements 34,869,401 32,687,748
Remaining bank balance $ 6,836,091 $ 2,764,560
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NOTES TO FINANCIAL STATEMENTS
(Continued)

CASH AND CASH EQUIVALENTS (Continued)

The differences between the carrying amounts and the bank balances are attributable to deposits-in-transit and
outstanding checks. While the remaining bank balance is uninsured and uncollateralized, the University has
lowered its risk of loss by maintaining these funds in high quality financial institutions. Further, as of June 30, 2025
and 2024, the University held $953,669 and $158,304, respectively, in money market funds maintained by its
investment custodian.

As of June 30, 2025 and 2024, the University was party to a repurchase agreement with a bank. The valug of this
agreement was $34,869,401 and $32,687,748 as of June 30, 2025 and 2024, respectively.

The money market mutual funds constitute a Category 2 investment and the repurchasg,agreements constitute a
Category 3 investment, as defined under GASB accounting standards.

CASH HELD BY STATE TREASURER

The University has recorded cash held for the benefit of the University by the State Treasurer in the amounts of
$2,102,478 and $1,932,782 as of June 30, 2025 and 2024, respectivelys” In addition, the State Treasurer held cash
for certain University trust funds in the amounts of $2,282,788 and“$7,114,538 as of June 30, 2025 and 2024,
respectively. None of these cash balances are insured or collateralized.

INVESTMENTS

The University maintains pooled investments in longsermyU.Sy Treasury and Agency Securities. The fair value of
these investments as of June 30, 2025 are as follows:

Investment Maturities (in years)

Fair Less Greater
June 30, 2025 Value Than 1 1to5 than 5
Investment type
U.S. Treasuries $.43,472,682 $ 21,749,723 $ 12,953,093 $ 8,769,866
U.S. Agencies 5,070,085 - 5,070,085 -
Total $ 48,542,767 $ 21,749,723 $ 18,023,178 $ 8,769,866

The fair value of these investments as of June 30, 2024 are as follows:

Investment Maturities (in years)

Fair Less Greater
June 30,2024 Value Than 1 1to5 than 5
Investment type
U.S. Treasufties $ 33,729,238 $ 16,665,252 $ 10,204,636 $ 6,859,350
U.S:Agencies 3,307,405 2,526,929 780,476 -
Total $ 37,036,643 $ 19,192,181 $ 10,985,112 $ 6,859,350
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NOTES TO FINANCIAL STATEMENTS
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4 - INVESTMENTS (Continued)
Interest Rate Risk

The University does not have a formal investment policy that limits investment maturities as a means of managing
its exposure to fair value losses arising from increasing interest rates. The weighted average life of the maturities is
evaluated regularly with the weighted average life of the portfolio being limited to five years or less, whenever
possible. The weighted average life of the portfolio as of June 30, 2025 was 2.40 years.

Credit Risk
The University manages its exposure to credit risk by investing solely in U.S. Treasury and,U.S. Agency securities.

Concentration of Credit Risk

The University places no limit on the amount that may be invested in one issuer, maintaining its cash in bank
deposit accounts which, at times, may exceed federally insured limits.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of theffailure of the counterparty, the University
will not be able to recover the value of its investments or collateral securitics'that are in the possession of an outside
party. The University controls this risk by placing its securities in a” trust account with a safekeeping agent other
than the counterparty.

The components of investment income are as follows;

2025 2024
Interest $ 1,721,710 $ 1,133,819
Realized gain (loss) on investments (90,163) 83,914
Unrealized gain on investments 959,478 348,189

$ 2,591,025 $ 1,565,922

Component Unit

Investments of the componentunit are stated at fair value and are composed of the following:

2025 2024
Carrying Fair Carrying Fair
Value Value Value Value
Money market funds $ 492,769 $ 492,769 $ 122,390 $ 122,390
Mutwal, funds 44,305,789 47,304,083 34,125,493 42,091,811
Limited partnership interest 1,105,500 1,629,907 812,500 1,190,468

§ 45,904,058 $ 49,426,759 $ 35,060,383 $ 43,404,669
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FAIR VALUE MEASUREMENTS

Following is a description of the valuation methodologies used for assets measured at fair value. There have been
no changes in the methodologies used as of June 30, 2025 and 2024.

U.S. treasury securities and U.S. agency securities: Valued at the closing price reported in the market
in which the individual securities are traded. Fair value hierarchy for each is based on the level of:
active trading within the respective markets for each asset or liability.

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

The University’s financial assets that are measured at fair value on a recurring basis wete recorded using the fair
value hierarchy as of June 30, 2025 as follows:

Level 1 Level 2 Level 3 Total
Investments
U.S. Treasuries $ - $ 43,472,682 $ - $ 43,472,682
U.S. Agencies - 5,070/085 - 5,070,085
Total investments, at fair value $ - $ 48,542,767 $ - $ 48,542,767

The University’s financial assets that are measured€at fair value on a recurring basis were recorded using the fair
value hierarchy as of June 30, 2024 as follows:

Level 1 Level 2 Level 3 Total
Investments
U.S. Treasuries $ - $ 33,729,238 $ - $ 33,729,238
U.S. Agencies - 3,307,405 - 3,307,405
Total investments, at fair valué $ - $ 37,036,643 $ - $ 37,036,643

The University does not measuse ‘any liabilities at fair value on a recurring or non-recurring basis on the statement
of net position.

ACCOUNTS RECEIVABLE

Accountg receivableConsist of the following as of June 30, 2025 and 2024:

2025 2024
Students $ 1,774,450 $ 1,644,317
Other 1,859,209 3,352,165
3,633,659 4,996,482
Less: Allowance for uncollectible accounts 619,437 509,872

$ 3,014,222 $ 4,486,610
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7 - CONTRIBUTIONS RECEIVABLE - COMPONENT UNIT

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

Payments of contributions receivable as of June 30, 2025 are expected to be received as follows:

2026 $ 927,304
2027 239196
2028 857,000
2029 838,000
2030 810,500
Thereafter 1,602,000

5,274,000
Less: Discount on contributions receivable 651,019

$ 4622981

8 - LOANS RECEIVABLE

The University participates in the Federal Perkins Loafi Program, This program is funded through a combination of
Federal and institutional resources. The portion”of, this program that has been funded with Federal funds is
ultimately refundable to the U.S. government upon the termination of the University’s participation in the program.
The loans receivable balance of $261,261 and $270,825 as of June 30, 2025 and 2024, respectively, represents
student loans issued through the Perkins Loans program and consists of the following:

2025 2024
Enrolled students $ - $ 4,325
Repayment on schedule 2,350 4,383
In default 258,911 262,117

§ 261,261 § 270,825
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9 - CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2025 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets, not being depreciated

Land $ 188,650 $ - $ - $ 188,650

Construction in process 8,495,842 2,715,225 - 11,211,067
Capital assets, being depreciated

Land improvements 9,965,277 691,100 - 10,656,377

Buildings, including improvements 155,173,706 - - 155,173,706

Furnishings and equipment 14,951,447 358,062 - 15,309,509

Leased buildings 105,648,491 - - 105,648,491

Leased furnishings and equipment 3,865,393 956,499 - 4,821,892

Subscription-based IT arrangements 4,722,518 69,314 115,486 4,676,346
Total capital assets 303,011,324 4,790,200 115,486 307,686,038
Less accumulated depreciation for

Land improvements 7,011,094 567,401 - 7,578,495

Buildings, including improvements 82,147,770 4,168,444 - 86,316,214

Furnishings and equipment 14,140,959 157,858 - 14,298,817
Less accumulated amortization for

Leased assets 27,331,057 5,245,725 - 32,576,782

Subscription-based IT arrangements 1,803,196 1,073,317 38,495 2,838,018
Total accumulated depreciation and

amortization 132,434,076 11,212,745 38,495 143,608,326

Capital assets, net $170,577,248 $ (6,422,545) $ 76,991 $164,077,712
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9 - CAPITAL ASSETS (Continued)

Capital assets activity for the year ended June 30, 2024 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets, not being depreciated

Land $ 188,650 $ - $ - $ 188,650

Construction in process 7,074,942 1,420,900 - 8,495,842
Capital assets, being depreciated

Land improvements 9,965,277 - - 9,965,277

Buildings, including improvements 155,173,706 - - 155,173,706

Furnishings and equipment 14,570,926 380,521 - 14,951,447

Leased buildings 109,250,877 - 3,602,386 105,648,491

Leased furnishings and equipment 3,256,459 608,934 - 3,865,393

Subscription-based IT arrangements 3,848,732 1,643,487 769,701 4,722,518
Total capital assets 303,329,569 4,053,842 4,372,087 303,011,324
Less accumulated depreciation for

Land improvements 6,494,388 516,706 - 7,011,094

Buildings, including improvements 77,945,982 4,201,788 - 82,147,770

Furnishings and equipment 13,923,912 217,047 - 14,140,959
Less accumulated amortization for

Leased assets 20,221,2¥7 7,109,840 - 27,331,057

Subscription-based IT arrangements 1,495,741 1,077,156 769,701 1,803,196
Total accumulated depreciation and

amortization 120,081,240 13,122,537 769,701 132,434,076

Capital assets, net $183,248,329 $ (9,068,695) $ 3,602,386 $170,577,248

10 - MASSACHUSETTS STATE COLLEGE BUILDING AUTHORITY

The land on which the dormitory residence halls are located is leased by the Massachusetts State College Building
Authority (MSCBA) fromsthelCommonwealth of Massachusetts. The Commonwealth of Massachusetts also
executed a lease with MSCBA for land on which a parking garage is located. MSCBA owns the residence halls and
parking garage andyhas entered into long-term lease agreements with the University to occupy and operate the
facilities.

The UniyeTsity,under the terms of a management and service agreement between MSCBA and the Commonwealth,
is chargedsa’semi-annual revenue assessment which is based on the certified occupancy report, the current rent
schedule, and the design capacity for each of the residence halls. This revenue assessment is used by MSCBA to
pdy principal and interest due on its long-term debt obligations. These obligations are guaranteed by the
Commonwealth. The assessments charged for the years ended June 30, 2025 and 2024, in the amounts of
$1,913/572 and $1,865,188, respectively, and have been recorded as auxiliary enterprise expenditures.

30



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO FINANCIAL STATEMENTS
(Continued)

11 - DEFERRED SERVICE CONCESSION ARRANGEMENTS

Deferred service concession arrangements as of June 30, 2025 and 2024 in the amounts of $2,369,818 and
$2,781,594, respectively, consist of the unamortized balances of multiple food service agreements with an outside
party. This outside party contributed multiple payments since 2004 totaling $8,788,017, to upgrade the food service
facilities. The contributions are being amortized over various periods ranging from 12 to 18 years. Amortization of

these contributions was $411,776 and $411,775 for the years ended June 30, 2025 and 2024, respectively.

12 - LONG-TERM LIABILITIES

Long-term liabilities of the University as of June 30, 2025 were as follows:

Beginning Ending Current
Balance Additions Reductions Balance Portion
Bonds payable $ 19,090,080 $ - $ 1,218,637 §$ 17;871,443 $§ 1,080,221
Lease obligations 99,153,005 956,499 4,641,976 95,467,528 4,659,152
Subscription-based IT
arrangements 2,933,312 69,314 1,036,925 1,865,701 887,390
Accrued workers’ compensation 1,679,227 7,346 - 1,686,573 220,455
Accrued compensated absences 6,461,434 163,772 - 6,625,206 3,921,515
Accrued pension and OPEB
obligations 22,300,193 - 622,725 21,677,468 -
Refundable grant 306,645 1,528 - 308,173 -
$151,923,806 "%~ 1,198,459 $§ 7,620,263  $145,502,092 $ 10,768,733
Long-term liabilities of the University as of June 30, 2024 were as follows:
Beginning Ending Current
Balance Additions Reductions Balance Portion
Bonds payable $720,136,679 $ - $ 1,046,599 $ 19,090,080 $ 1,037,496
Lease obligations 105,345,541 608,934 6,801,470 99,153,005 4,382,533
Subscription-based IT
arrangements 2,373,729 1,643,487 1,083,904 2,933,312 1,063,775
Accrued workers*€ompensation 1,496,531 182,696 - 1,679,227 204,543
Accrued,compensated absences 5,857,528 603,906 - 6,461,434 3,772,159
‘Accrued pension and OPEB
obligations 30,311,227 - 8,011,034 22,300,193 -
Refundable grant 306,684 - 39 306,645 -
$165,827,919 § 3,039,023 $ 16,943,046 $151,923,896 $ 10,460,506
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13 - BONDS PAYABLE

(A) On December 4, 2002, the University signed a financing agreement used for the renovation of the Sullivan and

(B)

©

Administration Buildings, which was completed in 2009. A call provision became available on this bond issue
and the issue was refunded on December 18, 2012, with $10,585,000 of Massachusetts Development Financing
Agency (MDFA) Revenue Bonds. The obligation is being repaid solely by the University through frevenues.
Interest on the MDFA bonds is due in semi-annual installments at varying rates ranging from 2.00% to"4700%.
Annual principal installments ranging from $255,000 to $875,000 are due through November 2032, JThe
refunding of the MHEFA bonds resulted in a loss, which is included in deferred outflows of resources and will
be amortized over the term of the bond. Amortization of this loss for the year endedsJune'\30, 2025, was
$5,847. The remaining loss to be amortized as June 30, 2025 is $46,779.

On July 1, 2020, the University signed a financing agreement to receive $681,052 from the MSCBA 2020
Series revenue bond in a partial refunding of the 2012 Series revenue bond. gdnterést on’the bonds is due in
semi-annual installments at varying rates ranging from 1.044% to 3.072%. Annual principal installments
ranging from $69,460 to $117,000 are due May 2032 through May 2039#The refunding of the MSCBA 2012
Series bonds resulted in a loss, which is included in deferred outflows/ofiresources and will be amortized over
the term of the bond. Amortization of this loss for the year ended June 30,2025, was $19,520. The remaining
loss to be amortized as June 30, 2025 is $253,759.

On February 15, 2022, the University signed a financing agreement to receive $9,509,327 from the MSCBA
2022 Series revenue bond in a partial refunding of the 2012 Serits revenue bond. Interest on the bonds is due
in semi-annual installments at varying rates ranging{from 4.00% to 5.00%. Annual principal installments
ranging from $342,496 to $742,778 are due May 2025 through"May 2042. The refunding of the MSCBA 2012
Series bonds resulted in a gain, which is included in deferred inflows of resources and will be amortized over
the term of the bond. Amortization of this gain for the year ended June 30, 2025, was $37,597. The remaining
gain to be amortized as June 30, 2025 is $347,216.

The composition of the University’s Bonds payabletas of June 30, 2025 and 2024 is as follows:

2025 2024
(A) Bond payable, MDFA 2012,Series $ 6,494,983 $ 7,205,605
(B) Bond payable, MSCBA 2020 Series 681,052 681,052
(C) Bond payable, MSCBA2022 Series 10,695,408 11,203,423
17,871,443 19,090,080
Less: Current maturities 1,080,221 1,037,496

§ 16,791,222 $ 18,052,584
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13 - BONDS PAYABLE (Continued)

Debt service requirements as of June 30, 2025 are as follows:

Year Ended June 30 Principal Interest
2026 $ 1,080,221 $ 606,081
2027 1,117,432 566,458
2028 1,161,604 5265892
2029 1,196,284 484,843
2030 1,241,498 440,254
2031 - 2035 5,502,491 1,509,547
2036 - 2040 3,459,105 706,791
2041 - 2042 1,459,248 88,081

16,217,383 4,928,947

Unamortized premium 1,653,560 -

$ 17,871,443 $ 4,928,947

14 - LEASE OBLIGATIONS

The University leases its residence halls and parking garage from MSCBA, as well as other furnishings and
equipment under various lease agreements.

Future minimum lease payments as of June 30, 2025¢are as follows:

Year Ended June 30 Principal Interest
2026 $ 4,659,152 $ 3,890,255
2027 4,641,355 3,722,737
2028 4,346,615 3,742,273
2029 4,728,400 3,021,464
2030 5,003,905 2,847,762
2031 - 2035 28,298,714 11,239,787
2036 - 2040 30,924,016 5,733,455
2041 - 2043 12,865,371 950,845

§ 95,467,528 $ 35,148,578

15 - SUBSCRIPTION-BASED IT ARRANGEMENTS

The Wniversity licenses various software under various subscription-based IT agreements.

Future minimum payments on these arrangements as of June 30, 2025 are as follows:

Year Ended June 30 Principal Interest
2026 $ 887,390 $ 36,971
2027 742,779 19,565
2028 235,532 4,835

$ 1,865,701 $ 61,371
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16 - NET POSITION

Unrestricted net position from operations is not subject to externally imposed stipulations; however, it may be
subject to internal restrictions. For example, unrestricted net position from operations may be designated for
specific purposes by action of management or the Board of Trustees or may otherwise be limited by contractual
agreements with outside parties. As of June 30, 2025 and 2024, unrestricted net position from operations of
$33,737,496 and $32,145,916, respectively, has been internally designated by the University for future”Capital
investments. The remaining undesignated unrestricted net position from operations was $42,375,082 jand
$37,201,771 as of June 30, 2025 and 2024, respectively.

The University is the recipient of funds that are subject to various external constraints upon|their use, either as to
purpose or time. These funds are comprised of the following as of June 30:

2025 2024
Restricted - expendable
Capital projects $ - $ (88,910)
Scholarships and other grants 2,008,062 1,662,590

$7 2,008,062 $ 1,573,680

The component unit’s restricted - expendable net position consists,of funds whose income is mainly used for
scholarships and grants. The component unit’s restricted - nonexpendablé net position consists of investments to be
held in perpetuity and the income is restricted for the purpose of providing scholarships and other activities that
benefit the University.

17 - FACULTY COMPENSATION

Contracts for full-time faculty begin on.September 1, and end May 31 of any given academic year. The
Commonwealth of Massachusetts and the University pay all faculty members over the twelve-month period of
September 1 through August 31. Consequentlyy’on June 30 of each year there is a balance due on each faculty
contract which is to be paid from the'subsequent year’s appropriation. The balance due as of June 30, 2025 and
2024 of $2,951,834 and $2,402;748 \espectively, has been included in accrued payroll and fringe benefits in the
statement of net position.

18 - ACCRUED WORKERS’ COMPENSATION

Independent actuarial reviews of the outstanding loss reserve requirements for the Commonwealth of
Massachusetts’ self-insured Workers’ Compensation program were conducted as of June 30, 2025 and 2024. Based
upon the Commonwealth’s analyses, accrued workers’ compensation in the amount of $1,686,573 and $1,679,227
as of June 30,2025 and 2024, respectively, have been recorded in the unrestricted current fund. Workers’
compénsation expense charged to operations was $367,338 and $514,280 in 2025 and 2024, respectively. The
actual workers” compensation paid by the University was $359,992 and $331,584 in 2025 and 2024, respectively.
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19 - ACCRUED COMPENSTATED ABSENCES

Included in accrued compensated absences are $3,235,320 for accrued vacation time and $3,389,886 for accrued
sick time as of June 30, 2025 and $3,218,466 for accrued vacation time and $3,242,968 for accrued sick time as of
June 30, 2024. Of these balances, $898,484 and $508,587 for June 30, 2025 and 2024, respectively, represent
obligations due to employees funded through sources other than State appropriations, and $5,726,722 and
$5,952,847 as of June 30, 2025 and 2024, respectively, represent obligations to employees funded through®State
appropriations. The University anticipates that the obligations due to employees funded by State appfoptiations will
be discharged through future State appropriations.

20 - FRINGE BENEFIT CHARGES

Certain fringe benefit costs associated with University staff, compensated through State appropuiations, are paid out
of non-University State budget line items. The University is required to reimbtirse\the\State for such costs for
employees funded from other than State appropriations, based on a percentage,of payroll.h For 2025, the University
reimbursed the State a total of $1,909,882 ($819,148 for pensions and $1,090,734 for lhealth care premiums). For
2024, the University reimbursed the State a total of $4,342,525 ($1,836,454 forpensions and $2,506,071 for health
care premiums).

21 - RETIREMENT PLAN

The University reports a liability, deferred outflows and inflows of resources, and expense as a result of its statutory
requirement to contribute to the Massachusetts State_ Employee’s Retirement System (MSERS). The following
information is about MSERS:

Plan Description

The Massachusetts State Employees’ Retirement'System (MSERS) is a public employee retirement system (PERS),
covering substantially all of the University’s\non-student full-time employees. It is a cost-sharing multiple-
employer defined benefit pension plan.administered by the Massachusetts State Retirement Board. Under the cost-
sharing plan, pension obligations for,employees of all employers are pooled and plan assets are available to pay the
benefits through the plan, regardless ofithe status of the employers’ payment of its pension obligations to the plan.

Benefit Provisions

MSERS provides retirement, disability, survivor and death benefits to plan members and their beneficiaries.
Massachusetts General Laws (MGL) establishes uniform benefit and contribution requirements for all contributory
PERS. These yéquirements provide for superannuation retirement allowance benefits up to a maximum of 80% of a
member’s highest three-year average annual rate of regular compensation. For employees hired after April 1, 2012,
retirement allowances are calculated on the basis of the last five years or any five consecutive years, whichever is
greater inutefms, of compensation. Benefit payments are based upon a member’s age, length of creditable service,
group ereditable service and group classification. The authority for establishing and amending these provisions
rests Wwithy the Massachusetts Legislature, Chapter 32A of the General Laws of the Commonwealth of
Massachusetts.

Members become vested after ten years of creditable service. A superannuation retirement allowance may be
received upon the completion of twenty years of credible service or upon reaching the age of 55 with ten years of
service. Normal retirement for most employees occurs at age 65; for certain hazardous duty and public safety
positions, normal retirement is at age 55. Most employees who joined the system after April 1, 2012 are not eligible
for retirement prior to age 60.
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21 - RETIREMENT PLAN (Continued)

Contributions

The MSERS’s funding policies have been established by Chapter 32 of the MGL. The Legislature has the authority
to amend these policies. The annuity portion of the MSERS retirement allowance is funded by employees, who
contribute a percentage of their regular compensation. Costs of administering the plan are funded out of plan-assets.

Member contributions for MSERS vary depending on the most recent date of membership:

Hire Date Percentage of Compensation
Prior to 1975 5% of regular compensation
1975 to 1983 7% of regular compensation
1984 to June 30, 1996 8% of regular compensation
July 1, 1996 to present 9% of regular compensation
11% of regular compensation (for teacher hired after July 1, 2001 and those
July 1, 2001 to present accepting provisions of Chapter 114 ¢f the Acts of 2000)
An additional 2% of regular compénsation‘inexcess of $30,000 except for
1979 to present teachers subject to Chapter 114°0fithe"Acts of 2000

In addition, members of Group 1 who join the system after April 25,2021 will have their withholding rate reduced to
6% after achieving 30 years of creditable service.

The University is not required to contribute from its appropuiationallocation or other University funds to MSERS
for employees compensated from State appropriations. ) Fop” University employees covered by MSERS but
compensated from a trust fund or other source, the University is required to contribute an amount determined as a
percentage of compensation in accordance with{a fringe benefit rate determined by the State. The rate was 18.63%
and 16.69% of annual covered payroll for the fiscal,years’ended June 30, 2025 and June 30, 2024, respectively. The
University contributed $1,101,403 and $1,090,146 for the fiscal years ended June 30, 2025 and June 30, 2024, equal
to 100% of the required contributions for theyear,

Pension Liabilities, Pension Experise, and.Deferred Outflows and Inflows of Resources

As of June 30, 2025 and 2024, the,University reported a net pension liability of $10,190,978 and $10,806,543,
respectively, for its propoftionate_share of the net pension liability related to its participation in MSERS. The net
pension liability was measured as of June 30, 2024, the measurement date, as determined by an actuarial valuation.
The University’s proportion,ef the net pension liability was based on its share of the Commonwealth of
Massachusetts’ collective pension amounts allocated on the basis of actual fringe benefit charges assessed the
University for'the fiscal=years 2024 and 2023. The Commonwealth’s proportionate share was based on actual
employer contributions to the MSERS for fiscal years 2024 and 2023 relative to total contributions of all
participating empleyers for each respective fiscal year. As of June 30, 2024 and 2023, the University’s proportion
was 0(08%. For the years ended June 30, 2025 and 2024, the University recognized pension benefit of $892,691
and $1,029,443, respectively.
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21 - RETIREMENT PLAN (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows and Inflows of Resources (continued)

As of June 30, 2025 and 2024, the University reported in the statement of net position deferred outflows and

deferred inflows of resources related to pensions from the following sources:

2025 2024
Deferred outflows of resources:
Change in plan actuarial assumptions $ 73,134 $ /181,622
Differences between expected and actual experience 510,767 383,880
Differences between projected and actual earnings on plan investments 4 290,836
Changes in proportion from Commonwealth due to internal allocation 13,740 82,531
Contributions subsequent to the measurement date 151014402 1,090,146
$ 1,699,043 $ 2,029,015
Deferred inflows of resources:
Differences between expected and actual experience $ 130,565 $ 267,029
Differences between projected and actual earnings on plan investments 132,508 -
Changes in proportion from Commonwealth due to internal allocation 3,437,612 5,142,155

$ 3,700,685 $ 5,409,184

Contributions of $1,101,402 and $1,090,146, respectively, ate reported as deferred outflows of resources related to
pensions resulting from the University contributionsqn fiscal yedrs 2025 and 2024 subsequent to the measurement
date, which will be recognized as a reduction of thewnet pension liability for the years ended June 30, 2026 and
2025. Other amounts reported as deferred outflows offesources and deferred inflows of resources related to
pensions will be recognized as an addition to (reduetion in) pension expense as follows:

2026 $ (2,360,582)
2027 (82,762)
2028 (565,139)
2029 (94,561)

$ (3,103,044)

Actuarial Assumptions

The total pension-liability/at the measurement dates was determined using the following actuarial assumptions,
applied to all periods included in the measurement:

2024 2023
Cost of living increases (on the first $13,000 per year for 2024 and 2023) 3.00% 3.00%
Salarypincreases 4.00 to 9.00% 4.00 to 9.00%
Investment rate of return 7.00% 7.00%
Interest rate credit to the annuity savings fund 4.76% 3.50%
Inflation rate 2.50% 2.50%

Pre-retirement mortality rates reflect the RP-2014 Blue Collar Employees Table, projected generationally with Scale
MP-2021 and set forward one year for females. Post-retirement mortality rates reflect the RP-2014 Blue Collar
Healthy Annuitant Table projected generationally with Scale MP-2021 and set forward one year for females.
Mortality rates for disability reflect the RP-2014 Blue Collar Healthy Annuitant Table projected generationally with
Scale MP-2021 and set forward one year.

37



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO FINANCIAL STATEMENTS
(Continued)
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Actuarial Assumptions (continued)

Experience studies were performed as of February 27, 2014, encompassing the period January 1, 2006 to December
31, 2011, updated to reflect actual experience from 2012 through 2020 for post-retirement mortality.

Investment assets of MSERS are with the Pension Reserves Investment Trust (PRIT) Fund. The long<term expected
rate of return on pension plan investments was determined using a building-block method in which best-gstimate
ranges of expected future rates of return are developed for each major asset class. These ranges are comibined to
produce the long-term expected rate of return by weighting the expected future rates of retdrn by the target asset
allocation percentage. Best estimates of geometric rates of return for each major asset class included in the PRIT
Fund’s target assets allocation as of June 30, 2024 and 2023 are summarized in the following'table:

Long-Term Expected Real

Target Allocation Rate of Return

Asset Class 2024 2023 2024 2023
Global equity 36% 37% 4.60% 4.90%
Core fixed income 15% 15% 2.10% . 1.90%
Private equity 16% 16% 7.40% 7.40%
Real estate 10% 10% 3.90% 3.00%
Value added fixed income 9% 8% 5.10% 5.10%
Portfolio completion strategies 10% 10% 3.70% 3.80%
Timber/natural resources 4% 4% 4.40% 4.30%
Total 100% 100%

Discount Rate

The discount rate used to measure the total¥pension liability was 7.00% for 2024 and 2023. The projection of cash
flows used to determine the discount\rate assumed that plan member contributions will be made at the current
contribution rates and the Commonwealth’s/contributions will be made at rates equal to the difference between
actuarially determined contribution rates and the member rates. Based on those assumptions, the net position was
projected to be available to makeall, projected future benefit payments of current plan members. Therefore, the
long-term expected rate (of return_enh pension plan investments was applied to all periods of projected benefit
payments to determine‘the total pension liability.

Sensitivity Analysis

The following,illustrates the sensitivity of the net pension liability to changes in the discount rate as of June 30,
2024 and” 20234y, In/particular, the table presents the MSERS collective net pension liability assuming it was
calculatedmuising a single discount rate that is one-percentage-point lower or one percentage-point higher than the
current'discount rate:

2024 2023
1% decrease to 6.00% for 2024 and 2023 $ 14,317,006 $ 14,852,136
Current discount rate 7.00% for 2024 and 2023 10,190,978 10,806,543
1% increase to 8.00% for 2024 and 2023 6,700,365 7,382,908
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22 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS

The University reports a liability, deferred outflows and inflows of resources, and expense as a result of its statutory
requirement to contribute to the Commonwealth of Massachusetts Postemployment Benefits Other than Pensions
(OPEB) Plan. The following information is about the OPEB Plan:

Plan Description

The Commonwealth of Massachusetts Postemployment Benefits Other than Pensions (OPEB) Plan covers
substantially all of the University’s non-student full-time employees. It’s a single-employer defined\benefit pension
plan administered by the Commonwealth of Massachusetts. Under the cost-sharing plan, certain benefits for retired
employees of all employers are pooled and plan assets are available to pay the benefits through the,plan, regardless
of the status of the employers’ payment of its obligations to the plan. The plan provides health care and life
insurance to plan members and beneficiaries.

Benefit Provisions

Chapter 32A of the General Laws of the Commonwealth (MGL), requires(the’Commonwealth of Massachusetts to
provide certain health care and life insurance benefits for retivéd .employees.  Substantially all of the
Commonwealth’s employees may become eligible for these benefits if they reach retirement age while working for
the Commonwealth. Eligible retirees are required to contributeva,specified percentage of the health care/benefit
costs, which are compatible to contributions required from employees,

Contributions

Employer and employee contribution rates are set indMGL. The’"Commonwealth recognizes its share of the costs on
an actuarial basis. As of June 30, 2024 and 2023 andjas of the valuation date (January 1, 2024), Commonwealth
participants contributed 10% to 20% of premiufn, costs, depending on the date of hire and whether the participant is
active, retiree, or survivor status.

OPEB Liabilities, OPEB Expense, and/Deferred\Qutflows and Inflows of Resources

As of June 30, 2025 and 2024, the University reported a net OPEB liability of $11,486,490 and $11,493,650,
respectively, for its proportionate share,of the net OPEB liability related to its participation in the OPEB Plan. The
net OPEB liability was meaSured™as of June 30, 2024, the measurement date, as determined by an actuarial
valuation. The University’s proportion of the net OPEB liability was based on its share of the Commonwealth of
Massachusetts’ collective “'OPEB amounts allocated on the basis of actual fringe benefit charges assessed the
University for the fiscal‘years”2024 and 2023. The Commonwealth’s proportionate share was based on actual
employer contributions to the OPEB Plan for fiscal year 2024 relative to total contributions of all participating
employers for/each respective fiscal year. As of June 30, 2024 and 2023, the University’s proportion was 0.09%.
For the yearsyended June 30, 2025 and 2024, the University recognized OPEB benefit of $5,443,858 and
$4,746,472, respeetively.
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22 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)

OPERB Liabilities, OPEB Expense, and Deferred Qutflows and Inflows of Resources (continued)

As of June 30, 2025 and 2024, the University reported in the statement of net position deferred outflows and
deferred inflows of resources related to postemployment benefits other than pensions from the following sources:

2025 2024
Deferred outflows of resources:
Changes in proportion from Commonwealth due to internal allocation $ 687,388 $ 1818,320
Changes in plan actuarial assumption 223,940 504,922
Differences between expected and actual experience 319,276 467,479
Differences between projected and actual earnings on plan investments - 37,568
Contributions subsequent to the measurement date 442,883 511,401

$  1,6073:487 $ 1,839,690

Deferred inflows of resources:

Changes in proportion from Commonwealth due to internal allocation $. 8,364,969 $ 13,643,603
Change in plan actuarial assumptions 2,562,792 2,964,626
Differences between expected and actual experience 887,310 1,291,023
Differences between projected and actual earnings on plan investments 4,567 -

$ 11,819,638 $ 17,899,252

Contributions of $442,883 and $511,041, respectively are,reported as deferred outflows of resources related to
OPEB resulting from the University contributions inyfiscalyears 2025 and 2024 subsequent to the measurement
date, which will be recognized as a reduction ofithe net OPEB liability for the years ended June 30, 2026 and 2025.
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will
be recognized as a reduction in OPEB expense, as follows:

2026 $ (4,842,040)
2027 (3,230,942)
2028 (1,697,224)
2029 (766,142)
2030 (52,686)

$(10,589,034)
Actuarial Assumptions

The totalLlOPEB, liability for the June 30, 2024 measurement date was determined by an actuarial valuation as of
January 1,,2024 rolled forward to June 30, 2024. The total OPEB liability for the June 30, 2023 measurement date
was determined’by an actuarial valuation as of January 1, 2023 rolled forward to June 30, 2023. This valuation used
thefollowing ‘assumptions:

Iy, For 2024, the annual healthcare cost trend rates were developed based on the SOA-Getzen trend rate model,
version 2024 1b. The healthcare cost trend rate changed from 5.79% in 2023 to 5.35% for Medicare benefits
and from 7.50% to 7.42% for non-Medicare benefits, then increasing in 2025 before decreasing in 2026, 2027
and 2028 to a blended rate of 4.87% in 2033 and additional decrease in 2043, 2053, 2063, 2073, and 2075.
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Actuarial Assumptions (continued)

2. For 2023, the annual healthcare cost trend rates were developed based on the Getzen trend rate model, version
2023 _1f. The healthcare cost trend rate changed from 5.00% in 2022 to 5.79% for Medicare benefits/and from
7.60% to 7.50% for non-Medicare benefits, then increasing in 2024 before decreasing in 2025, 2026 andy2027
to a blended rate of 4.77% in 2032 and additional decrease in 2042, 2052, 2062, 2072, and 2075¢

3. For 2024 and 2023, the mortality rate was in accordance with RP 2014 Blue Collar Mortality Table projected
with scale MP-2021, with females set forward one year.

4. Participation rates, for 2024 and 2023:

100% of employees currently electing health care coverage are assumed tojelect coverage at retirement.

a.

b. 35% of employees currently opting out of active employee health coverage are assumed to elect to
enroll in retiree coverage.

c. 85% of current and future vested terminated participants-will elect health care benefits at age 55, or if
later, the participant’s current age.

d. Retirees who currently elect to waive their coverage are\assumed to remain uncovered in the future.

e. 100% of spouses are assumed to elect to continue coverage after the retiree’s death.

f. Current non-Medicare eligible retirees-and spouses (if covered) under age 65 who are in a POS/PPO
plan are assumed to move to a Medicare Supplement plan if they are Medicare eligible at 65. All others
are assumed to remain in their currently elected product type.

g. Future retirees are assumed.te,entell in the existing plans in the same proportion as the current retiree
mix, as shown in the tabl¢ below. These proportions are established separately for non-Medicare and
Medicare coverage forg€ach,product type and reflect the migration of members to new plans.

2024 2023
Retirement Age Retirement Age
Under 65 Age 65+ Under 65 Age 65+
Indemnity 18% 0% 27% 0%
POS/PPO 72% 0% 63% . 0%
HMO 10% 0% 10% 0%
Medicare Supplement 0% 96% 0% 96%
Medicar¢ Advantage 0% 4% 0% 4%
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Actuarial Assumptions (continued)

Investment assets of the Plan are with the Pension Reserves Investment Trust (PRIT) Fund. The long-term expected
rate of return on OPEB plan investments was determined using a building-block method in which best-estimate
ranges of expected future rates of return are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future rates of return by theytarget asset
allocation percentage. Best estimates of geometric rates of return for each major asset class included in the PRIT
Fund’s target asset allocation as of June 30, 2024 and 2023 are summarized in the following table:

Long-Term\Expected Real

Target Allocation Rate of Return

Asset Class 2024 2023 2024 2023
Global equity 36% 37% 4:90% 4.90%
Portfolio completion strategies 10% 10% 3.90% . 3.80%
Core fixed income 15% 15% 2.10% 1.90%
Private equity 16% 16% 7.40% 7.40%
Value added fixed income 9% 8% 5.10% 5.10%
Real estate 10% 10% 3.70% 3.00%
Timber/natural resources 4% 4% 4.40% 4.30%
Total 100% 100%

Discount Rate

The discount rates used to measure the OPEB_ liabilitypds of June 30, 2024 and 2023 was 4.61% and 4.34%,
respectively. This rate was based on a blend of the Bond Buyer Index rates of 3.93% and 3.65% as of the
measurement date of June 30, 2024 and 2023, respectively, and the expected rates of return. The plan's fiduciary
net position was not projected to be/availableyto make all projected future benefit payments for current plan
members. Therefore, the long-tetm ‘expected rate of return on plan investments of 7.00% per annum was not
applied to all periods of projected bencfitspayments to determine the total OPEB liability as of June 30, 2024 and
2023, respectively.

Sensitivity Analysis

The following presents the net-OPEB liability of the University, as well as what the net OPEB liability would be if
it were calculated using a discount rate that is one-percentage-point lower or one percentage-point higher than the
current discoufit rate:

2024 2023
1%, decrease to 3.61% for 2024 and 3.34% for 2023 $ 13,378,026 $ 13,429,202
Current discount rate 4.61% for 2024 and 4.34% for 2023 11,486,490 11,493,650
1% increase to 5.61% for 2024 and 5.34% for 2023 9,925,346 9,905,419
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Sensitivity Analysis (continued)

The following presents the net OPEB liability of the University, as well as what the net OPEB liability would be if
it were calculated using a healthcare cost trend rate that is one-percentage-point lower or one-percentage-point
higher than the current healthcare cost trend rate:

2024 2023
1% decrease for Medical and EGWP and Administrative costs $ 9,642,710 $ 9,630,806
Current cost trend rate as described on page 40 11,486,490 11,493,650
1% increase for Medical and EGWP and Administrative costs 13,805,743 13,850,033

23 - STATE CONTROLLED ACCOUNTS

Certain significant costs and benefits associated with the operations of the/AUniversity 'are appropriated, expended,
controlled and reported by the State through non-University line itemsein theyState’s budget. Under accounting
principles generally accepted in the United States of America such transactions must be recorded in the financial
statements of the University. These transactions include payments by the State for the employer’s share of funding
the Massachusetts State Employee’s Retirement System and for the®employet’s share of health care premiums. The
estimated amounts of funding attributable for the State retirement syStem contribution and the employer’s share of
health care premiums for 2025 were $7,473,127 and $9,950,812, respectively. The estimated amounts of funding
attributable for the State retirement system contribution and the €mployer’s share of health care premiums for 2024
were $7,048,966 and $9,619,196, respectively.

24 - MANAGEMENT ACCOUNTING AND REPORTING SYSTEM - (UNAUDITED)

Section 15C of Chapter 15A of the Massachusetts General Law requires Commonwealth colleges and universities
report activity of campus-based funds to theyComptroller of the Commonwealth’s Statewide Accounting System,
Massachusetts Management Accoufiting and Reporting System (MMARS) using the statutory basis of accounting.
The statutory basis of accounting is,a modified accrual basis of accounting and differs from the information
included in these financial statements. The amounts reported on MMARS meet the guidelines of the Comptroller’s
Guide for Higher Educatipn*Audited Financial Statements.

The University’s Stat€ appropriations are composed of the following for the years ended June 30:

2025 2024
Direct unrestricted appropriations $ 41,183,568 $ 38,924,137
Fringe benefits for.benefitted employees on state payroll 17,423,938 16,668,157
Tuition remitted (412,279) (379,533)
Tetahappropriations $ 58,195,227 $ 55,212,761

A'teconciliation between the University and MMARS fund 901 activity as of June 30, 2025 is as follows:

Revenue per MMARS $ 92,126,375
Revenue per University 92,126,454
Net reporting classification and differences $ 79
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25 -RELATED PARTY TRANSACTIONS

The University provided, at no cost, office space and certain personnel services to the Worcester State Foundation,
Inc. (the “Foundation”). The value of this support is estimated to be $291,031 and $210,262 for the years ended
June 30, 2025 and 2024, respectively.

Worcester State Foundation, Inc. acts as an agent for the University by periodically accepting grants on litssbehalf.
The proceeds of the grants are recorded as an asset of the Foundation until remitted to the University,

The University and the Foundation have entered into an affiliation agreement with the Worcester Center|for Crafts,
Inc. to collaboratively offer venues for teaching and learning in the arts, exhibition space, safe, well-equipped
studios for community-based programs as well as undergraduate visual and performing att classes, As part of the
agreement, the University provides various forms of support to the Crafts Center including ‘annual service fees for
allowing the University to use the facilities. Service agreement fees were $250,000 fon the years ended June 30,
2025 and 2024.

The University provides certain operating costs for WSF Real Estate, Inc. indxchange for the use property adjacent
to the University campus for various purposes. WSF Real Estate, Inc. is“under the control and holds property on
behalf of the Foundation. Operating costs provided by the University{were $10,697 and $85,497 during the years
ended June 30, 2025 and 2024, respectively.

26 - AUXILIARY ENTERPRISES

The University’s auxiliary enterprises consist of residenceflife ‘and housing and health services. The related
revenues and expenses for the years ended June 30, 2025 and 2024 are as follows:

2025 2024
Residence Life Health Residence Life Health
and Housing Services and Housing Services
Total revenue $ 12,019,176 $ 978,775 $ 11,792,367 $ 993,455
Total expenses 13,846,567 622,843 14,983,314 491,956
Increase (decrease) in net position before
transfers $ (1,827,391) $ 355,932 $ (3,190,947) $ 501,499

27 - COMMITMENTS AND €ONFINGENCIES

Litigation

Pending ot threatened lawsuits against governmental agencies arise in the ordinary course of operations. In the
opinion ‘ofsthéyUniversity’s administration, the ultimate resolution of any pending legal actions involving the
University willbnot have a material adverse effect on the financial position of the University.

Grants and entitlements

The Wniversity receives financial assistance from federal and state agencies in the form of grants and entitlements.
Expenditures of funds under these programs require compliance with the grant agreements and are subject to audit
by the granting agency. Any disallowed expenditures resulting from such audits become a liability of the
University. In the opinion of the University’s administration, the outcome of any findings with respect to
disallowed expenditures will not have a material adverse effect on the financial position of the University.
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SCHEDULE OF THE UNIVERSITY'S PROPORTIONATE SHARE OF THE NET PENSION LRIABILITY

University's proportion of the net pension liability
University's proportion of the net pension liability
University's covered-employee payroll

University's proportionate share of the net pension liability
as a percentage of its covered employee payroll

Plan fiduciary net position as a percentage of the total
pension liability

University's proportion of the net pension liability

University's proportion of the net pension liability,
University's covered-employee payroll

University's proportionate share of the petpension liability
as a percentage of its covered employeespayroll

Plan fiduciary net position as apeteentage of the total
pension liability

Massachusetts State Employees' Retirement Plan

YEAR ENDED JUNE 30, 2025

(With Comparative Totals for 2016 through 2024)

Schedule 1

2025 2024 2023 2022 2021
0.08% 0.08% 0.11% 0.15% 0.15%
$ 10,190,978 $,10,806,543 $ 13,421,011 $ 11,319,876 $ 23,033,837
$ 5,900,631 $ 6,936,263 $ 8,039,088 $ 9,176,617 $ 10,458,847
1727 1% 155.80% 166.95% 123.36% 220.23%
72.90% 70.71% 71.05% 77.54% 62.48%

2020 2019 2018 2017 2016
0.14% 0.17% 0.15% 0.15% 0.18%
$ 19,332,813 $ 20,564,468 $ 18,014,320 $ 18,674,184 $ 18,901,770
$ 12,561,991 $ 12,922,066 $ 11,336,488 $ 11,331,835 $ 11,013,323
153.90% 159.14% 158.91% 164.79% 171.63%
66.28% 67.91% 67.21% 63.48% 67.87%

See accompanying independent auditor's report.
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SCHEDULE OF UNIVERSITY PENSION CONTRIBUTIONS
Massachusetts State Employees' Retirement Plan

YEAR ENDED JUNE 30, 2025
(With Comparative Totals for 2016 through 2024)

Schedule 2

2025 2024 2023 2022 2021
Statutorily required contribution* $ 1,090,146 $ 4,087,817 $ 1,290,957 1,290,289 $ 1,450,748
Contributions in relation to the statutorily required contribution* 1,090,146 1,087;817 1,290,957 1,290,289 1,450,748
Annual contribution deficiency (excess) $ - $ - $ - - $ -
University's covered-employee payroll $ 5,900,631 $ 6,936,263 $ 8,039,088 9,176,617 $ 10,458,847
Contributions as a percentage of covered-employee payroll 18:48% 15.68% 16.06% 14.06% 13.87%

2020 2019 2018 2017 2016
Statutorily required contribution* $ 1,315,547 $ 1,421,424 $ 1,098,173 972,477 $ 1,039,592
Contributions in relation to the statutorily required contribution* 1,315,547 1,421,424 1,098,173 972,477 1,039,592
Annual contribution deficiency (excess) $ - $ - $ - - $ -
University's covered-employee payroll $ 12,561,991 $ 12,922,066 $ 11,336,488 11,331,835 $ 11,013,323
Contributions as a percentage of covered-employee payroll 10.47% 11.00% 9.69% 8.58% 9.44%

* Annual contributions are reported,onegyear in arrears
as required by GASB®8

See accompanying independent auditor's report.



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF THE UNIVERSITY’S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY AND SCHEDULE OF UNIVERSITY CONTRIBUTIONS

JUNE 30, 2016 THROUGH 2025

1 - CHANGES IN ACTUARIAL ASSUMPTIONS

The actuarial assumptions used as of the June 30, 2024 measurement date included a change in the interest rate
credit to the annuity savings fund from 3.50% in 2023 to 4.76% for 2024.

The actuarial assumptions used as of the June 30, 2023 measurement date included a change in mortality rates. As
of this date, pre-retirement mortality rates reflect the RP-2014 Blue Collar Employees Table\projected
generationally with Scale MP-2021 and set forward one year for females. Post-retirement mortality rates reflect the
RP-2014 Blue Collar Healthy Annuitant Table projected generationally with Scale MP3202] and set forward one
year for females. Mortality rates for disability reflect the RP-2014 Blue Collar Healthy |Annuitant Table projected
generationally with Scale MP-2021 and set forward one year.

The actuarial assumptions used as of the June 30, 2022 measurement date includedra change in the inflation rate
from 0.00% in 2021 to 2.50% for 2022.

The actuarial assumptions used as of the June 30, 2021 measurement date included a change in mortality rates. As
of this date, pre-retirement mortality rates reflect the RP-20 L4sBlue €ollar Employees Table, projected
generationally with Scale MP-2020 and set forward one year for females. Post-retirement mortality rates reflect the
RP-2014 Blue Collar Healthy Annuitant Table projectedsgencrationally with Scale MP-2020 and set forward one
year for females. Mortality rates for disability reflectthe RP~2014 Blue Collar Healthy Annuitant Table projected
generationally with Scale MP-2020 and set forward oneyyear.

The actuarial assumptions used as of the June,30, 2021 measurement date included a change in the investment rate
of return from 7.15% in 2020 to 7.00% for 202].

The actuarial assumptions used as of the June'30, 2020 measurement date included a change in the investment rate
of return from 7.25% in 2019 to 7:15% for.2020.

The actuarial assumptions usedvas®ofithe June 30, 2019 measurement date included a change in the investment rate
of return from 7.35% in 2018 to 7.25% for 2019.

The actuarial assumptions, used-as of the June 30, 2018 measurement date included a change in mortality rates for
disability. As of thisidate, mortality rates for disability reflect the RP-2014 Blue Collar Healthy Annuitant Table
projected genefationallymwith Scale MP-2016 and set forward one year.

The actuarial assumptions used as of the June 30, 2017 measurement date included a change cost of living increases
whereby ‘suchfincreases are on only the first $13,000 per year.

Thewactuarial assumptions used as of the June 30, 2017 measurement date included a change in mortality rates. As
of this date, pre-retirement mortality rates reflect the RP-2014 Blue Collar Employees Table, projected
generationally with Scale MP-2016 and set forward one year for females. Post-retirement mortality rates reflect the
RP-2014 Blue Collar Healthy Annuitant Table projected generationally with Scale MP-2016 and set forward one
year for females. Mortality rates for disability were assumed to be in accordance with the RP-2000 Healthy
Annuitant Table projected generationally with Scale BB and a base year of 2015 (gender distinct).

The actuarial assumptions used as of the June 30, 2016 measurement date included a change in the range of
assumed salary increases from 3.5% to 9.0% in 2015 to 4.0% to 9.0%.

See accompanying independent auditor's report.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF THE UNIVERSITY’S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY AND SCHEDULE OF UNIVERSITY CONTRIBUTIONS

JUNE 30, 2016 THROUGH 2025
(Continued)

1. CHANGES IN ACTUARIAL ASSUMPTIONS (Continued)

Chapter 176 of the Acts of 2011 created a one-time election for eligible members of the Optional\Retirement Plan
(ORP) to transfer to the State Employees' Retirement System (SERB) and purchase service fof the\period while
members of the ORP. As a result, the total pension liability of SERB has increased by approximately $400 million
as of June 30, 2016.

The actuarial assumptions used as of the June 30, 2015 measurement date included(a change in the investment rate
of return and discount rate from 8.0% to 7.5%. The projection of cash flows used to determine the investment rate
of return and discount rate assumed that plan member contributions will be miade at the current contributions rates
and the members rates.

In May 2015, an early retirement incentive (ERI) was created for certain‘miembers MSERS who upon election of the
ERI retired effective June 30, 2015. As a result, the total pension liability o6 MSERS has increased by
approximately $230 million as of the June 30, 2015 measurement date:

The Actuarial assumptions used as of the June 30, 2015 measurement date included a change in mortality rates. As
of this date, pre-retirement mortality rates reflect the RP<20000Employees table projected generationally with Scale
BB and a base year of 2009 (gender district). Post-fetirement mortality rates reflect the RP-2000 Healthy Annuitant
table projected generationally with Scan BB (gender distinct). Disability rates were assumed to be in accordance
with the RP-2000 Healthy Annuitant table projected generationally with Scale BB and a base year of 2015 (gender
distinct).

See accompanying independent auditor's report.
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WORCESTER STATE UNIVERSITY

(An Agency of the Commonwealth of Massachusetts)

SCHEDULE OF THE UNIVERSITY'S PROPORTIONATE SHARE OF THE NET OPEB RIABILITY

Commonwealth of Massachusetts Postemployment Benefits Other Than Pensions (OPEB)\Plan

University's proportion of the net OPEB liability
University's proportion of the net OPEB liability
University's covered-employee payroll

University's proportionate share of the net OPEB
liability as a percentage of its covered employee

payroll

Plan fiduciary net position as a percentage of the
total OPEB liability

University's proportion of the net OPEB liability
University's proportion of the net OPEB liability
University's covered-employee payroll

University's proportionate share of the net OPEB
liability as a percentage of its covered employee

payroll

Plan fiduciary net position ag@ percentage€ of the
total OPEB liability

YEAR ENDED JUNE 30, 2025

(With Comparative Totals for 2017 through 2024)

Schedule 3

2025 2024 2023 2022 2021
0.09% 0.09% 0.13% 0.13% 0.15%
$ 11,486,490 $,.11,493:650 $ 16,890,216 $ 19,875,075 $ 29,639,150
$ 5,900,631 $% 6,936,263 $ 8,039,088 $ 9,176,617 $ 10,458,847
194:67% 165.70% 210.10% 216.58% 283.39%
15.60% 13.80% 13.00% 10.70% 6.40%
2020 2019 2018 2017
0.21% 0.25% 0.21% 0.18%
§ 36,445,632 $ 44,998,975 $ 35,037,942 $ 33,225,679
$§ 12,561,991 § 12,922,066 $ 11,336,488 $ 11,331,835
290.13% 348.23% 309.07% 293.21%
6.96% 7.38% 5.39% 4.37%

See accompanying independent auditor's report.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

SCHEDULE OF UNIVERSITY OPEB CONTRIBUTIONS
Commonwealth of Massachusetts Postemployment Benefits Other Than Pensions (OPEB) ‘Plan

YEAR ENDED JUNE 30, 2025
(With Comparative Totals for 2017 through 2024)

Schedule 4

2025 2024 2023 2022 2021
Statutorily required contribution* $ 511,401 $ 474,061 $ 644,941 $ 677,546 $ 751,524
Contributions in relation to the statutorily required contribution* 511,401 4747061 644,941 677,546 751,524
Annual contribution deficiency (excess) $ - $ - $ - $ - $ -
University's covered-employee payroll $ 5,900,631 $ 6,936,263 $ 8,039,088 $ 9,176,617 $ 10,458,847
Contributions as a percentage of covered-employee payroll 8.67% 6.83% 8.02% 7.38% 7.19%
2020 2019 2018 2017
Statutorily required contribution* $ 959,290 $ 1,076,188 $ 882,031 $ 745,202
Contributions in relation to the statutorily required contribution™® 959,290 1,076,188 882,031 745,202
Annual contribution deficiency (excess) $ - $ - $ - $ -
University's covered-employee payroll $ 12,561,991 $ 12,922,066 $ 11,336,488 $ 11,331,835
Contributions as a percentage of covered-employee payxoll 7.64% 8.33% 7.78% 6.58%

* Annual contributions are reported/0ne year in/arrears
as required by GASB 75

See accompanying independent auditor's report.



WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF THE UNIVERSITY’S PROPORTIONATE SHARE OF THE
NET OPEB LIABILITY AND SCHEDULE OF UNIVERSITY OPEB CONTRIBUTIONS

JUNE 30, 2017 THROUGH 2025

1 - CHANGES IN ACTUARIAL ASSUMPTIONS

The actuarial assumptions used as of the June 30, 2024 measurement date included a change in the annual
healthcare cost trend rates used to measure the OPEB liability, developing such rates based on the SQA-Getzen
trend rate model, version 2024 1b. The healthcare cost trend rate changed from 5.79% in 2023 t015.35% for
Medicare benefits and from 7.50% to 7.42% for non-Medicare benefits, then increasing in 2025 before decreasing
in 2026, 2027 and 2028 to a blended rate of 4.87% in 2033 and additional decrease in 2043, 2053, 2063, 2073, and
2075.

The actuarial assumptions used as of the June 30, 2024 measurement date included a change'in participant rates
whereby in 2023 actives under age 65 taking coverage were assumed to havedndemnity(27%), POS/PPO (63%) or
HMO (10%) have been adjusted in 2024 to indemnity (18%), POS/PPO (72%) or HMO (10%).

The actuarial assumptions used as of the June 30, 2023 measurement datedncluded a change in the annual
healthcare cost trend rates used to measure the OPEB liability, developing such rates based on the Getzen trend rate
model, version 2023 _1f. The healthcare cost trend rate changed from,5700% in 2022 to 5.79% in 2023 for Medicare
benefits and from 7.60% in 2022 to 7.50% in 2023 for non-Medicare\benefits, then increasing in 2024 before
decreasing in 2025, 2026 and 2027 to a blended rate of 4.77% in:2032 and additional decrease in 2042, 2052, 2062,
2072, and 2075.

The actuarial assumptions used as of the June 30, 2023 “measurement date included a change in mortality rates. As
of this date, mortality rates reflect the RP-2014"Blue Collat Employees Table, projected generationally with Scale
MP-2021 and set forward one year for femaless

The actuarial assumptions used as of the June)30)2023 measurement date included a change in participant rates
whereby in 2022 actives under age 65 taking coverage were assumed to have indemnity (28%), POS/PPO (62%) or
HMO (10%) have been adjusted,in 2023 terindemnity (27%), POS/PPO (63%) or HMO (10%).

The actuarial assumptions usedas of the June 30, 2023 measurement date included a change in participant rates
whereby in 2022 actives Qver.age 657taking coverage were assumed to have indemnity (96%) or HMO (4%) have
been adjusted in 202340, Medicare Supplement (96%) or Medicare Advantage (4%).

The actuarial assumptions used as of the June 30, 2022 measurement date included a change in the annual
healthcare cost trend rates“used to measure the OPEB liability, developing such rates based on the Getzen trend rate
model, versioni2022 f4. The healthcare cost trend rate changed from 4.40% in 2021 to 5.00% in 2022 for Medicare
benefits @and from*723% in 2021 to 7.60% in 2022 for non-Medicare benefits, then increasing in 2023 and 2024
beforé decreasing in 2025 and 2026 to a blended rate of 4.97% in 2031 and additional decrease in 2041, 2051, 2061,
2071, and 2075. The Getzen trend rate model also assumes inflation of 2.5%, real GDP growth of 1.4% and excess
fnedical growth of 1.1%.

Theyactuarial assumptions used as of the June 30, 2022 measurement date included a change in participant rates
whereby in 2021 actives under age 65 taking coverage were assumed to have indemnity (28%), POS/PPO (60%) or
HMO (12%) have been adjusted in 2022 to indemnity (28%), POS/PPO (62%) or HMO (10%).

See accompanying independent auditor's report.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF THE UNIVERSITY’S PROPORTIONATE SHARE OF THE
NET OPEB LIABILITY AND SCHEDULE OF UNIVERSITY OPEB CONTRIBUTIONS

JUNE 30, 2017 THROUGH 2025
(Continued)

1 - CHANGES IN ACTUARIAL ASSUMPTIONS (Continued)

The actuarial assumptions used as of the June 30, 2021 measurement date included a change, in the annual
healthcare cost trend rates used to measure the OPEB liability, developing such rates based on the\Getzen trend rate
model, version 2021 b. The healthcare cost trend rate changed from 4.9% in 2020 to 4.4% for Medicare benefits
and from 6.7% in 2020 to 7.3% in 2021 for non-Medicare benefits, then decreasing 0.24% each year to a blended
rate of 5.18% in 2030 and additional decrease in 2060, 2070, and 2075. The Getzemstrend rate’model also assumes
inflation of 2.5%, real GDP growth of 1.5% and excess medical growth of 1.1%.

The actuarial assumptions used as of the June 30, 2021 measurement date inCluded a change in discount rate used to
measure the OPEB liability. The discount rates used to measure the OPEB liability as of June 30, 2021 and 2020
was 2.77% and 2.28%, respectively. This rate was based on a blend“of the-Bond Buyer Index rates of 2.16% and
2.21% as of the measurement date of June 30, 2021 and 2020, respectivelytand the expected rates of return.

The actuarial assumptions used as of the June 30, 2021 measurement date included a change in the long-term
expected rate of return on plan investments from 7.15% to47.00%.

The actuarial assumptions used as of the June 307 2020, medsurement date included a change in the annual
healthcare cost trend rates used to measure the OPEBliability, developing such rates based on the Getzen trend rate
model, version 2021 b. The healthcare cost trénd rate changed from 7.5% in 2019 to 4.9% for Medicare benefits
and 6.7% for non-Medicare benefits, then,decreasing 0.1% each year to a blended rate of 5.18% in 2030 and
additional decrease in 2060, 2070, and 2075. The Getzen trend rate model also assumes inflation of 2.5%, real GDP
growth of 1.5% and excess medical growth of\1.1%.

The actuarial assumptions used,as of thesJune 30, 2020 measurement date included a change in participant rates
whereby 35% of employees currently opting out of active employee health coverage are assumed to enroll in retiree
coverage. Also, 100% of speuses arejassumed to elect to continue coverage after the retiree’s death.

The actuarial assumptions used Jas of the June 30, 2020 measurement date included a change in participant rates
whereby in 2019 actives under age 65 taking coverage were assumed to have indemnity (25%), POS/PPO (60%) or
HMO (15%) have-been adjusted in 2020 to indemnity (28%), POS/PPO (60%) or HMO (12%).

The actuarial assumptions used as of the June 30, 2020 measurement date included a change in participant rates
wherebyin 2019 actives over age 65 taking coverage were assumed to have indemnity (85%), POS/PPO (0%) or
HMO'(15%) have been adjusted in 2020 to indemnity (96%), POS/PPO (0%) or HMO (4%).

The actuarial assumptions used as of the June 30, 2020 measurement date included a change in the long-term
expected rate of return on plan investments from 7.35% to 7.15%.

The actuarial assumptions used as of the June 30, 2019 measurement date included a change in the annual
healthcare cost trend rates used to measure the OPEB liability decreasing from 8.0% in 2018 to 7.5% in 2019, then
decreasing 0.5% each year to an ultimate rate of 4.5% in 2026 for medical and (2) 4.5% for administration costs.
Healthcare costs are offset by reimbursements for Employer Group Waiver Plans (EGWP), which are assumed to
increase 5.0% per year until 2025, then decrease to 4.5% in 2026.

See accompanying independent auditor's report.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF THE UNIVERSITY’S PROPORTIONATE SHARE OF THE
NET OPEB LIABILITY AND SCHEDULE OF UNIVERSITY OPEB CONTRIBUTIONS

JUNE 30, 2017 THROUGH 2025
(Continued)

1 - CHANGES IN ACTUARIAL ASSUMPTIONS (Continued)

The actuarial assumptions used as of the June 30, 2019 measurement date included a changein participant rates
whereby 80% of current and future contingent eligible participants will elect health care benefits\at age 65, or
current age if later was increased to 85% in 2019.

The actuarial assumptions used as of the June 30, 2019 measurement date included a change”in participant rates
whereby in 2018 actives under age 65 taking coverage were assumed to have indemnity (40%), POS/PPO (50%) or
HMO (10%) have been adjusted in 2019 to indemnity (25%), POS/PPO (60%)er HMO|({5%).

The actuarial assumptions used as of the June 30, 2019 measurementedate included a change in the long-term
expected rate of return on plan investments from 7.35% to 7.25%.

The actuarial assumptions used as of the June 30, 2019 measurement datejincluded a change in the discount rates
used to measure the OPEB liability from 3.92% to 3.63%. This rate was/based on a blend of the Bond Buyer Index
rates of 3.51% and 3.87% as of the measurement date ofJune 30,2019 and 2018, respectively and the expected
rates of return.

The actuarial assumptions used as of the June 30, 2018 measurement date included a change in the discount rates
used to measure the OPEB liability from 3.65%to 3.92%. /This rate was based on a blend of the Bond Buyer Index
rates of 3.87% and 3.58% as of the measurement,date of June 30, 2019 and 2018, respectively and the expected
rates of return.

The actuarial assumptions used as, of the June’30, 2018 measurement date included a change in the long-term
expected rate of return on plan investments from 7.50% to 7.35%.

See accompanying independent auditor's report.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2025

Federal Pass-through Total
Federal Grantor/Pass-Through Grantor Assistance Entity Identifying Provided to Federal
Program or Cluster Title Listing Number Number Subrecipients Bxpenditures
U. S. Department of Education:
Student Financial Assistance Cluster
Federal Supplemental Educational Opportunity Grants 84.007 N/A $ N $ 239,523
Federal Work-Study Program 84.033 N/A - 210,143
Federal Perkins Loans 84.038 N/A - 269,517
Federal Pell Grant Program 84.063 N/A - 9,734,415
Federal Direct Student Loans 84.268 N/A - 17,570,778
Teacher Education Assistance for College and Higher Education Grants 84.379 N/A - 1,886
Total Student Financial Assistance Cluster - 28,026,262
Fund for the Improvement of Postsecondary Education 84.116Z N/A - 106,490
School Safely National Activities 84.184 N/A - 2,254
Total U. S. Department of Education - 28,135,006
National Science Foundation:
Passed through Trustees of Clark University
Computer and Information Science and Engineering 47.050 2A363-7531 - 16,653
STEM Education (formerly Education and Human Resources) 47.076
Direct Award N/A - 109,557
Passed through Massachusetts Department of Higher Education ISARGT70661575WOR23A - 49,882
- 159,439
Total National Science Foundation - 176,092
National Endowment for the Humanities:
Promotion of the Humanities Teaching and Learning/Resources
and Curriculum Development 43.001 N/A - 17,895
U.S. Department of Commerce:
Congressionally Identified Awards and-Projects 11.469 N/A - 24,668
Total Expenditures of Federal Awards $ - $ 28,353,661

See accompanying independent auditor’s report and notes to schedule.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the federal award
activity of Worcester State University (the “University”’) under programs of the Federal government for the year
ended June 30, 2025. The information in this Schedule is presented in accordance with the requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and. Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a seleeted portion of
the operations of the University, it is not intended to and does not present the financial position, \changes in net
position, or cash flows of the University.

For purposes of the Schedule, federal awards include all grants, contracts and similarpagreements’ entered into
directly between the University and departments of the federal government.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

Expenditures reported on the Schedule are reported on the accrual“basis~of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidanee, wherein certain types of expenditures
are not allowable or are limited as to reimbursement. NegativeJamounts shown on the Schedule represent
adjustments or credits made in the normal course of business<e,amotints reported as expenditures in prior years.

Indirect cost rate

The University has elected not to use the 10-percentide minimis indirect cost rate as allowed under the Uniform
Guidance.

FEDERAL STUDENT LOAN PROGRAMS

The federal student loan programs4istedysubsequently are administered directly by the University, and balances and
transactions relating to these~programs are included in the University’s basic financial statements. Loans
outstanding at the beginning of thewyear and loans made during the year are included in the federal expenditures
presented in the Schedule. “The_University did not make any new loans during 2025. The balance of loans
outstanding at June 3042025 consists of:

Outstanding
Balance as of
June 30, 2025

Federal Assistance Listing Number 84.038
Perkins Loan Program $ 259,954
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
(Continued)

3 - FEDERAL STUDENT LOAN PROGRAMS (Continued)

Federally-guaranteed loans issued to students of the University during the year ended June 30, 2025 are summarized
as follows:

Disbursements for
the year/ended
June' 30,2025

Federal Assistance Listing Number 84.268
Federal Direct Student Loans $ 17,570,778

The University is only responsible for the performance of certain administrative dutiés with respect to federally-
guaranteed student loan programs and, accordingly, balances and transactions relating to these loan programs are
not included in the University’s general purpose financial statements. It is not practical to‘determine the balance of
loans outstanding to students and former students of the University as of June 30, 2025.

4 - ADMINISTRATIVE COST ALLOWANCES

The Student Financial Assistance Administrative Cost Allowancesyfor the year ended June 30, 2025 are as follows:

Federal Supplemental Educational Opportunity Grants $ 14,616
Federal Work-Study Program 13,119
Federal Pell Grant Program 9,040
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

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

Board of Trustees
Worcester State University

We have audited, in accordance with the auditing standards generally accepted in the United States of Ameri€a and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the, Comptroller
General of the United States (Government Auditing Standards), the financial statements of theybusiness-type activities
and discretely presented component unit of Worcester State University (an agency of the, Commonwealth of
Massachusetts) (the “University”), as of and for the year ended June 30, 2025, and fhetrelated notes to the financial
statements, which collectively comprise the University’s basic financial statements, and havejyissued our report thereon
dated , 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we,consideted the University’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the University’s internal control.”“%Acgcordingly, we do not express an opinion on the
effectiveness of the University’s internal control.

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

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

Report on Compliance and Other Matters

As part of gbtaining*reasonable assurance about whether the University’s financial statements are free from material
misstatemient, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements,monic¢ompliance with which could have a direct and material effect on the financial statements. However,
previding'an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required’to be reported under Government Auditing Standards.

BoLLUS LYNCH, LLP
AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
89 SHREWSBURY STREET * WORCESTER, MA 01604
P-508.755.7107 * F-508.755.3896
BOLLUSLYNCH.COM



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

Purpose of this Report

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

purpose.

Worcester, Massachusetts
,2026
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Trustees
Worcester State University

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

We have audited Worcester State University’s (an agency of the Commonwealth of Massachusetts) (the “University”)
compliance with the types of compliance requirements identified as subject to audit\in the OMB Compliance
Supplement that could have a direct and material effect on each of University’s major federal programs for the year
ended June 30, 2025. The University’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

In our opinion, the University complied, in all material respects, with the ompliance requirements referred to above
that could have a direct and material effect on each of its major federal programs for the year ended June 30, 2025.

Basis for Opinion on Each Major Federal Program

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

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

Responsibilities of Management for Compliance

Management is responsible fomcompliance with the requirements referred to above and for the design, implementation,
and maintenance of effectiveiinternal control over compliance with the requirements of laws, statutes, regulations, rules
and provisions of coritragts or grant agreements applicable to the University’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives arc™to”obtain reasonable assurance about whether material noncompliance with the compliance
requireménts referfed to above occurred, whether due to fraud or error, and express an opinion on the University’s
compliance'baséd on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance and
thefefore 18 not a guarantee that an audit conducted in accordance with GAAS, Government Auditing Standards, and
the Unifoym Guidance will always detect material noncompliance when it exists. The risk of not detecting material
noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material, if there is a substantial likelihood that, individually or in the
aggregate, it would influence the judgment made by a reasonable user of the report on compliance about the
University’s compliance with the requirements of each major federal program as a whole.

BoLLUS LYNCH, LLP
AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
89 SHREWSBURY STREET * WORCESTER, MA 01604
P-508.755.7107 * F-508.755.3896
BOLLUSLYNCH.COM



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE
(Continued)

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we:
e  Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

Report on Internal Control Over Compliance

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

Our consideration of internal contrel over compliance was for the limited purpose described in the Auditor’s
Responsibilities for the Audit of Cempliance section above and was not designed to identify all deficiencies in internal
control over compliance that mightwbe material weaknesses or significant deficiencies in internal control over
compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control over
compliance that we considér to"be material weaknesses, as defined above. However, material weaknesses or significant
deficiencies in internal.control over’compliance may exist that were not identified.

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

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

Worcester, Massachusetts
, 2026
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2025

SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

Financial Statements

Type of report the auditor issued on whether the
financial statements audited were prepared in
accordance with GAAP: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? Yes X No.
Significant deficiency(ies) identified? Yes X MNone Reported
Noncompliance material to financial
statements noted? Yes X No
Federal Awards
Internal control over major programs:
Material weakness(es) identified? Yes X No
Significant deficiency(ies) identified? Yes X None Reported
Type of auditor’s report issued on compliance
for major federal programs: Unmodified
Any audit findings disclosed that are required to
be reported in accordance with section 2 CFR
200.516(a)? Yes X No
Identification of major programs:
Federal Assistance Listing Number(s) Name of Federal Program or Cluster
Student Financial Assistance,Cluster;
84.007 Federal Supplemental Educational Opportunity Grants
84.033 Federal Work-Study Program
84.038 Federal Perkins Loans
84.063 Federal Pell Grant Program
84.268 Federal Direct Student Loans
Teacher Education Assistance for College and Higher
84.379 Education Grants
Dollar theeshold used to distinguish between
type Ayand.type B programs $750,000
Auditee qualified as low-risk auditee? X Yes No
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2025
(Continued)

II. FINANCIAL STATEMENT FINDINGS

A.

Internal Control Findings

As disclosed in Section I, the audit of the basic financial statements of Worcester State University as of and for
the year ended June 30, 2025, disclosed no matters involving the internal control over financial reporting and
its operations that are considered to be significant deficiencies or material weaknesses.

Compliance Findings

As disclosed in Section I, the audit disclosed no instances of noncompliance which are, material to the
financial statements of Worcester State University as of and for the year ended Jung 30,2025.

III. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

A.

Internal Control Over Compliance

No matters were reported as of and for the year ended June 30, 2025.

Compliance Findings

No matters were reported as of and for the year ended June 30,2025.
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WORCESTER STATE UNIVERSITY
(An Agency of the Commonwealth of Massachusetts)

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2025

The prior year single audit disclosed no findings in the Schedule of Findings and Questioned Costs, and no uncorrected
or unresolved findings exist from the prior audit’s Summary of Prior Audit Findings.
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