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and businesses in Michigan’s underserved and unserved population areas. This

project leverages funding from the National Telecommunications and Information
Administration’s Broadband Infrastructure Program, one of the earliest of the recent
infrastructure programs. BIP was a precursor to the Infrastructure Investment and Jobs
Act, which was signed into law by President Joe Biden on Nov. 15, 2021.

e The Charles Stewart Mott Foundation granted $25 million to expand the College of
Human Medicine’s public health presence in Flint. The grant will create an endowed
fund to increase public health faculty, academic research and community health
collaborations. The expansion of public health in Flint will increase the size of the
division to more than 25 tenure-system faculty and approximately 70 faculty overall.
Since 2014, MSU’s Flint-based public health experts have implemented programs and
research initiatives in the community and beyond.

«  MSU was awarded a $7 million National Institutes of Health grant to build a facility to
develop new imaging agents and treatments for diseases, including cancer, that afflict
both humans and large animals. The heart of the facility will be a highly sophisticated
imaging scanner provided by Siemens Healthineers that combines a PET scanner with
an MRI. The facility will be housed in Clinical Center Building D, which will undergo
extensive renovation beginning in 2023 and is expected to open in 2024.

Sources of Net Sponsored Program Revenue (millions):

Federal US Dept. of Energy
122 Federal US Dept. of Health
and Human Services

Federal National Science Foundation

Federal US Dept. of Education
Federal US Dept. of Agriculture
Federal Other

State Revenues

Federal US Dept. of Defense
Federal USAID

$ 558 Total net Sponsored Program revenues

0
|
66 . Local/Private Revenue
|
|
|
|

In January 2022, the American Association for the Advancement of Science, or AAAS,
unveiled the names of its 2021 fellows. This year’s cohort includes nine Spartans, the
largest number in 10 years. In fact, MSU’s nine fellows in 2011 set a record that’'s now been
tied by the 2021 class. AAAS is the world’s largest general scientific society, and being
elected an AAAS Fellow is among science’s top distinctions. Having nine fellows selected
in one year, joining the dozens of fellows elected in previous years, reflects MSU’s research
excellence. The 2021 fellows work in seven different research areas, representing the
breadth of Spartan impact in science, technology, engineering and math, or STEM.

MSU is a leader in creating knowledge for the 21st century, routinely expending more than
$500 million in sponsored awards annually from the health sciences to the environment,
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Spartans Will

MSU’s 2030 strategic plan prioritizes the long-term sustainability of the institution and
articulates a vision that remains true to MSU’s land-grant mission, enables Spartans to
advance the common good with an uncommon will and preserves the academic opportunities
our land-grant heritage has afforded not only to the MSU community but to the state of
Michigan and the world. We are devoted to fulfilling MSU’s mission in new and innovative ways
through the integration of technology and teaching, closing graduation gaps where they exist,
enhancing interdisciplinary study and driving innovation in health care delivery and research.
Our programmatic investments pursue cutting-edge approaches in support of student
success, research and public service.

Our financial team is dedicated to the support of the university’s mission and proudly
embraces the fiscal integrity that is foundational to empowering and advancing the
university’s success.

Together, the collective will of our stakeholders, including students, faculty, staff, donors,
partners and the communities we serve, will shape our world to be a better place and inspire
the next generation of Spartans to greatness.
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F MICHIGAN STATE UNIVERSITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

Introduction

The following discussion provides an overview of the financial position of Michigan State University (the
“University”) for the fiscal years ended June 30, 2022 and 2021.

Included is an analysis of the University’s Statement of Net Position, which presents the assets, deferred
outflows, liabilities, deferred inflows, and net position of the University. All are measured as of the fiscal year
end. The Statement of Revenues, Expenses, and Changes in Net Position reflects revenues and expenses
recognized during the fiscal year. These financial statements are prepared in accordance with Governmental
Accounting Standards Board (GASB) principles.

The Michigan State University Foundation (the “Foundation”) is a legally separate entity that meets the criteria set
forth for component units under GASB regulations. The Foundation provides financial support for the objectives,
purposes, and programs of the University. Although the University does not control the timing, purpose, or
amount of its receipts from the Foundation, the resources (and income thereon) the Foundation holds and invests
are solely for the benefit of the University. Because the Foundation’s resources are solely for the benefit of the
University, the Foundation is considered a component unit of the University and is discretely presented in the
University's financial statements. The Foundation is a private organization that reports under Financial
Accounting Standards Board (FASB) standards. As such, certain revenue recognition criteria and presentation
features are sometimes different from GASB. No modifications have been made to the Foundation financial
information included in the University’s financial report to account for these differences.

MSU Health Care, Inc. and Lysander Series of Aesir Series, LLC (“Lysander”) are additional legally separate
entities that meet the criteria set forth for component units under GASB regulations. MSU Health Care, Inc. is a
multi-specialty medical practice that operates the University’s primary care, sports medicine, diagnostics, testing,
and other services. The University is the sole corporate member of MSU Health Care, Inc., which is reported as
a blended component unit. Lysander is a cell captive insurance company used by the University to gain access
to global reinsurers for purposes of obtaining general liability insurance and automobile liability insurance.
Lysander exclusively benefits the University, and the University has full control of Lysander, which is also
reported as a blended component unit.

Effective for the fiscal year ended June 30, 2022, the University adopted GASB Statement No. 87, Leases
(“GASB 87”). This statement supersedes GASB Statement No. 62 and establishes new requirements for
calculating and reporting the University’s lease activities. The University recognized lease assets and related
lease payables at the present value of expected future payments for lease agreements in which the University is
the lessee. The University recognized lease receivables and related deferred inflows of resources at the present
value of expected future receipts for lease agreements in which the University is the lessor. The impacts to the
Statement of Revenues, Expenses, and Changes in Net Position include reclassifying certain lease payments
from operating revenues and expenses to honoperating revenues and expenses and recognizing annual
amortization of lease assets and deferred inflows of resources over the term of the lease. The adoption of GASB
87 has been reflected as of July 1, 2019. The financial statements for the year ended June 30, 2021, and 2020,
have been restated to present the impact of GASB 87. See footnote 1 for more details.

The University’s financial statements, related footnote disclosures, and required supplementary information (RSI),
including management’s discussion and analysis, have been prepared by management. GASB required
supplementary information is not audited and should be read in conjunction with the financial statements and
footnotes.
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Novel Coronavirus (COVID-19) Pandemic

In December 2019, the Novel Coronavirus (COVID-19) was first reported and subsequently emerged as the
cause of a global pandemic. The world-wide response to managing the COVID-19 pandemic has included
extraordinary measures designed to reduce physical human interaction, including the temporary suspension of
community events and other activities, broad travel restrictions, and the temporary closing of many businesses.
Likewise, the pandemic had a significant effect on the University for the year ended June 30, 2021, including
transitioning instruction to remote learning to the fullest extent possible, limiting on-campus residency, eliminating
all non-essential travel, and cancelling or postponing athletic and performing arts events. The year ended June
30, 2022, saw many of these restrictions lifted as vaccines became readily available, and reflects a more
standard operating year. The following sections will discuss further the specific impacts reflected in the financial
statements for the years ending June 30, 2022 and 2021.

Statement of Net Position

The Statement of Net Position includes all assets, deferred outflows, liabilities, and deferred inflows. Itis
prepared under the accrual basis of accounting, whereby revenues and assets are recognized when services are
provided and expenses and liabilities are recognized when others provide the services, regardless of when cash
is exchanged. Deferred outflows and deferred inflows of resources are recognized through the consumption or
acquisition of resources by the University that is applicable to a future reporting period. Assets, deferred
outflows, liabilities, and deferred inflows are generally measured using current values. One exception is capital
assets, which are stated at historical cost less an allowance for depreciation rather than current market values.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Below is a summarized comparison of the University’s assets, deferred outflows, liabilities, deferred inflows, and
net position at June 30, 2022, 2021, and 2020 adjusted to illustrate the impact of postemployment benefit
obligations.

in million OPEB 2022 Net || 2021 (as OPEB 2021 Net || 2020 (as OPEB 2020 Net
( ons) 2022  Adjustment of OPEB || restated) Adjustment of OPEB || restated) Adjustment of OPEB
Current assets $ 1,615 - $ 1615(| $ 1,137 - $ 1,137 || $ 826 - $ 826
Noncurrent assets:
Restricted cash and cash equivalents
and restricted investments - - - - - - 14 - 14
Endowment and other investments 3,736 - 3,736 3,862 - 3,862 3,080 - 3,080
Capital assets, net 2,948 - 2,948 2,955 - 2,955 2,961 - 2,961
Other 170 - 170 155 - 155 122 - 122
Total assets 8,469 - 8,469 8,109 - 8,109 7,003 - 7,003
Deferred outflows of resources 567 (543) 24 622 (578) 44 548 (490) 58
Current liabilities 684 (26) 658 650 (22) 628 748 (51) 697
Noncurrent liabilities 2,837 (622) 2,215 2,387 (608) 1,779 3,934 (2,090) 1,844
Total liabilities 3,621 (648) 2,873 3,037 (630) 2,407 4,682 (2,141) 2,541
Deferred inflows of resources 357 (303) 54 377 (325) 52 405 (362) 43
Net Investment in Capital Assets 1,497 - 1,497 1,489 - 1,489 1,485 - 1,485
Restricted:
Nonexpendable 1,001 - 1,001 884 - 884 817 - 817
Expendable 1,412 - 1,412 1,523 - 1,523 852 - 852
Unrestricted 1,248 408 1,656 1,421 377 1,798 (690) 2,013 1,323
Net position $ 5158 $ 408 $ 5566 (| $ 5317 $ 377 $ 5694 || $ 2464 $ 2013 $ 4,477

For more detailed information see the accompanying Statements of Net Position.

Current assets:

Current assets consist of cash and cash equivalents, investments, net accounts and interest receivable, and
other assets. During 2022, cash and cash equivalents increased $22 million. The increase is a function of the
University’s operating, financing, and investing activities as reported in the statement of cash flows. Investments
increased $428 million, primarily due to increases in short-term investment reserves, which includes the proceeds
from the Series 2022A taxable bonds issued during the year. Net receivables increased $23 million, primarily
due to a $10 million increase in student receivables, a $4 million increase in sponsored programs receivable, and
a $3 million increase in interest receivable.

During 2021, cash and cash equivalents increased $172 million. The increase is a function of the University’s
operating, financing, and investing activities as reported in the statement of cash flows. Investments increased
$175 million, primarily due to increases in short-term investment reserves. Net receivables decreased $36
million, primarily due to a $90 million decrease in insurance recovery receivables that were recognized during the
year ended June 30, 2020, offset by a $32 million increase in state appropriations receivable, and a $31 million
increase in receivables related to state sponsored medical programs. State sponsored medical program
accounts receivable balances generally reflect timing differences between delivery of service and payment by the
state.
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e MICHIGAN STATE UNIVERSITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Noncurrent assets:

Endowment and other investments

At June 30, 2022 and 2021, the University’s endowment investments totaled $3,469 million (a decrease of $111
million) and $3,580 million (an increase of $780 million), respectively. During the years ended June 30, 2022,
2021, and 2020, the University’s endowment activity was as follows:

2022 2021 2020
(in millions)
Beginning balance $ 3,580 $ 2,800 $ 2,878
College of Law merged investments - 11 -
Gifts and University additions 110 51 50
Reinvested earnings 18 17 15
Investment earnings net of transfers (523) 786 (58)
Reallocation (to)/from operating funds 284 (85) (85)
Ending balance $ 3,469 $ 3,580 $ 2,800

Other investments consisted primarily of retirement and postemployment benefit reserves, which totaled $125
million and $128 million at June 30, 2022 and 2021, respectively. Also included in other investments was the
Liquidity Reserve Pool component of the University’s Operating Cash Pool ($107 million in 2022 and 2021).
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Capital assets

The University continues to implement its long-range plan to modernize and renew its teaching, research, and
residential life facilities in support of its mission.

At June 30, 2022, 2021, and 2020, the University’s investments in capital assets were as follows:

2022 2021 2020
(in millions)

Land $ 49 $ 49 $ 49
Buildings and site improvements 4,464 4,169 3,969
Construction in progress 153 345 440
Software and other intangibles 154 147 120
Equipment and other 1,034 1,022 993
Museum collections 29 27 24
Lease assets 62 28 26
Less: accumulated depreciation and
amortization (2,997) (2,832) (2,660)

$ 2,948 $ 2,955 $ 2,961

Additions to buildings and site improvements during 2022 and 2021 included:

2022 2021
(in millions)
Facility for Rare Isotope Beams specialized equipment $ 254 $ -
Munn Ice Arena 8 16
Facility for Rare Isotope Beams harvest vault - 24
Student information system - 29
Science, Technology, Engineering, and Mathematics building - 99
Other 33 32
Total $ 295 $ 200

Construction in progress reflects multi-year projects which, once completed and placed into service, are generally
categorized as buildings and site improvements. Balances at June 30, 2022 and 2021 included:

2022 2021
(in millions)

TB Simon Power Plant upgrades $ 57 $ 42
Veterinary Medical Center - HVAC 8 -
Service Road field - artificial turf and support building 8

Grand Rapids Innovation Park - radiopharmacy 8 7
Data Center migration - network 7 -
Facility for Rare Isotope Beams specialized equipment - 248
Other 65 48
Total construction in process $ 153 $ 345
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

As of June 30, 2022, the University had initiated plans and incurred certain contractual commitments related to
the construction and renovation of various facilities. The costs to complete the projects are estimated to be $88
million and are to be funded over multiple years from debt proceeds, capital grants, private gifts, and other
University funds.

Deferred outflows of resources:

At June 30, 2022 and 2021, deferred outflows of resources totaled $567 million (a decrease of $55 million) and
$622 million (an increase of $74 million), respectively. In 2022, deferred amounts related to changes in
assumptions used to calculate the valuation of other postemployment benefits and related contributions made
subsequent to the measurement date (in accordance with GASB No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (“GASB 75")) decreased by $35 million. Adding to this decrease
was a decrease of $19 million in the fair value of hedging derivative instruments and a $1 million decrease in
deferred losses on refunding debt in 2010.

Current liabilities:

Current liabilities consist primarily of trade accounts and interest payable, accrued compensation and other
personnel costs, unearned revenues, and other liabilities payable within one year or less. The net increase in
2022 was due primarily to increases in accrued personnel costs of $28 million and unearned revenues of $8
million, offset by decreases of $22 million in payroll taxes and other payroll deductions and the current portion of
long-term debt and other obligations of $7 million. Accrued personnel costs increased primarily due to an
accrual for a one-time payment to be made to faculty, academic staff, and executive management, who are
currently employed, to offset some of the financial implications of lost retirement contributions incurred during the
COVID-19 pandemic totaling $26 million. No such payable existed at June 30, 2021. Payroll taxes and other
payroll deductions decreased due to the last payroll tax payments of the year being made on June 30, 2022,
while in the prior year they were made early in July and thus accrued at year-end.

The net decrease in 2021 was due primarily to decreases in accounts payable of $29 million, deposits held for
others of $14 million, and the current portion of long-term debt and other obligations of $50 million. Accounts
payable decreased primarily due to amounts owed to third parties that aided in 2020 insurance recoveries being
payable at June 30, 2020. No such payable existed at June 30, 2021. Deposits held for others decreased due to
the merger of the College of Law during the year ended June 30, 2021. Investments held on behalf of the
College of Law were previously reported as deposits held for others. The decrease in the current portion of long-
term debt and other obligations relates to refunding of existing Series 2018A debt in 2021 using insurance
recovery proceeds accrued in 2020 (see note 10) and Series 2020A debt. Accrued payroll taxes and other
payroll deductions increased by $24 million, primarily driven by the deferral of employment tax payments
authorized by the CARES Act, which was offset by a $29 million decrease in other postemployment benefit
obligations due to benefit plan changes described below in the noncurrent liabilities section.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Noncurrent liabilities, primarily debt and net postemployment benefit obligations:

At June 30, 2022, the University had noncurrent debt and other obligations outstanding of $2,120 million
compared with $1,642 million at June 30, 2021. During the year ended June 30, 2022, the University issued
Series 2022A ($500 million) taxable bonds which are “century bonds” due in one lump payment in 2123. The
proceeds may be expended at the University’s discretion and will be used as a revolving fund for a variety of
projects aligned with the strategic initiatives of the University. During the year ended June 30, 2021, the
University issued Series 2020A ($91 million) bonds which were used to refund Series 2018A bonds and a portion
of Series 2015A bonds. The University has outstanding General Revenue Bonds of $2,097 million and $1,638
million in 2022 and 2021, respectively (including $105 million and $109 million in 2022 and 2021, respectively, of
related original issue premiums). The University periodically reviews its debt capacity and related capital asset
needs to optimize the use of its long-term resources. As of June 30, 2022, the University’s outstanding General
Revenue debt carried an investment grade credit rating from Moody’s and Standard & Poor’s of Aa2 and AA,
respectively.

At June 30, 2022 and 2021, the noncurrent portion of the University’s net postemployment benefit obligations
(OPEB) totaled $623 million (an increase of $15 million) and $608 million (a decrease of $1,482 million),
respectively. Effective January 2021, the University transitioned to a Medicare Advantage Program to deliver
medical benefits to eligible retired employees and qualified spouses/beneficiaries. While the change in the plan
will result in monetary savings to the University, the majority of the reduction in the liability was due to the
accounting provisions of GASB 75 where benefits provided as a conduit for the federal government are not part
of the substantive OPEB plan offered by the employer because the federal government is primarily responsible
for and has assumed the risks associated with providing the benefits.

Provisions of GASB 75 require revaluing the unfunded liability using a 20-year tax-exempt municipal rate on an
annual basis. As a result, the liability estimate for financial reporting is susceptible to dramatic variation from year
to year. Although the financial reporting liability will be changing, the University’s approach to funding the
retirement benefits continues to be on a pay-as-you-go basis. Thus, there will be no impact on the payment of
the other postemployment benefits.

Deferred inflows of resources:

At June 30, 2022 and 2021, deferred inflows of resources totaled $358 million and $377 million, respectively (a
decrease of $19 million). In 2022, deferred inflows of resources representing deferred amounts due to changes
in assumptions used to calculate the valuation of other postemployment benefits decreased by $22 million.
Deferred inflows of resources attributable to the University’s investment value resulting from irrevocable split-
interest agreements (primarily Charitable Remainder Trusts) at June 30, 2022 and 2021 totaled $22 million and
$21 million (an increase of $1 million), respectively. In accordance with GASB 81 amounts are deferred until all
provisions of the agreements are satisfied. Deferred inflows of resources of $5 million and $6 million were
recognized in 2022 and 2021 (a decrease of $1 million), respectively, due to gains on bond refunding related to
the refunding of the 2010C bonds. Deferred inflows of resources attributable to the lease agreements in which
the University is the lessor at June 30, 2022 and 2021 totaled $28 million and $25 million (an increase of $3
million), respectively.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Net position:

Net position represents residual University assets and deferred outflows after liabilities and deferred inflows are
deducted. The University’s net position at June 30, 2022, 2021, and 2020 was as follows:

2022 2021 2020
(in millions)

Net investment in capital assets $ 1,497 $ 1,489 $ 1,485
Restricted:
Nonexpendable 1,001 884 817
Expendable 1,412 1,523 852
Total restricted 2,413 2,407 1,669
Unrestricted - before OPEB 1,656 1,798 1,323
Total net position - before OPEB 5,566 5,694 4,477
OPEB (Unrestricted) (408) (377) (2,013)
Total net position $ 5,158 $ 5,317 $ 2,464

Net investment in capital assets represents the University’s land, buildings, software, and equipment net of
accumulated depreciation and amortization and outstanding principal balances of debt attributable to the
acquisition, construction, or improvement of those assets.

Restricted nonexpendable net position is subject to externally imposed stipulations that they be maintained
permanently. Such net position includes the corpus portion (historical value) of gifts to the University’s
permanent endowment funds and certain investment earnings stipulated by the donor to be reinvested
permanently.

Restricted expendable net position is subject to externally imposed restrictions governing its use. Such net
position includes the net appreciation of the University’s permanent endowment funds that have not been
stipulated by the donor to be reinvested permanently, restricted quasi-endowments, restricted gifts, and federal
and state sponsored programs. During 2022, expendable restricted net position decreased by $111 million. The
decrease was primarily attributed to funds restricted for research projects, gifts, and term endowments as those
funds were used for their restricted purposes.

Unrestricted net position is not subject to externally imposed restrictions; however, virtually all of the University’s
unrestricted net position is subject to internal designation to meet various specific commitments. These
commitments include funding the completion of the 2022 summer semester and the first quarter of fiscal year
2023, maintaining reserves for capital projects, sustaining working capital balances for self-supporting
departmental activities, and preserving unrestricted quasi and term endowments. At June 30, 2022 and 2021,
the unrestricted balances related to these specific commitments totaled $1,656 million (a decrease of $142
million) and $1,798 million (an increase of $475 million), respectively. Offsetting these balances is a draw on
unrestricted net position for commitments related to postemployment benefits. At June 30, 2022 and 2021, these
commitments reduced unrestricted net position by $408 million and $377 million, respectively.
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Statement of Revenues, Expenses, and Changes in Net Position

The Statement of Revenues, Expenses, and Changes in Net Position presents the operating results of the
University, as well as the nonoperating revenues and expenses. Operating revenues primarily include net
student tuition and fees, grants and contracts, and auxiliary activities. Given a public university’s dependency on
revenues such as state appropriations, gifts, and investment income, which are prescribed by GASB as
nonoperating revenues, operating expenses will typically exceed operating revenues, resulting in an operating
loss. Net nonoperating revenues or expenses are an integral component in determining the increase or decrease
in net position.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

A summarized comparison of the University’s revenues, expenses, and changes in net position for the years

ended June 30, 2022, 2021, and 2020 follows:

Operating revenues:
Student tuition and fees, net of allowances
Grants and contracts
Aucxiliary activities
Other operating revenues
Total operating revenues

Operating expenses:
Instruction and departmental research
Research
Public senice
Academic support
Student senvices
Scholarships and fellowships
Institutional support
Operation and maintenance of plant
Auxiliary enterprises
Other postemployment benefits expense
Depreciation and amortization
Other operating expenses, net
Total operating expenses

Operating (loss) income

Nonoperating revenues (expenses):
State operating appropriation
State AgBioResearch appropriation
State Extension appropriation
Federal Pell grant revenue
Coronavirus federal grants and aid
Gifts
Net investment (loss) income
Interest expense on indebtedness
Other nonoperating revenues, net
Net nonoperating revenues

(Loss) income before other

State capital appropriations

Capital grants and gifts

Additions to permanent endowments
(Decrease) increase in net position

Net position, beginning of year

Beginning net position adjustment, merger
Net position, beginning of year, restated
Net position, end of year

2022

$ 846
509
454
287

2,096

753
411
354
130

58
125
154
134
391

63
214

2,791

(695)

303
35
31
45
85

113

(164)
7
17

388

(307)

38
107

(159)

5,317

5,317
$ 5,158

24

2021
(as restated)

(in millions)

$ 853

478
251
207
1,789

685
375
300
122

57
109
170
121
265

(1,601)
199

811

978

289
35

30
44
101
119
1,196
(71)

1,748
2,726

20
42
46
2,834

2,464
19
2,483

$ 5,317

2020

(as restated)

$ 895
475

357

307

2,034

733
383
367
126

55

99
187
131
343
120
189

2,737

(703)

256
35
30
45
16
40

166

(78)
93
603

(100)
30
47

(18)

2,482

2,482

$ 2,464
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

The University is supported by a diverse stream of revenue including student tuition and fees, state
appropriations, federal and state sponsored programs, private gifts and grants, and investment income. The
University continues to seek revenue from all possible sources consistent with its mission and to manage the
financial resources to make quality education affordable to its students.

Total net revenues by source for the year ended June 30, 2022 are presented in millions of dollars:

OPERATING Other operating NET NONOPERATING
REVENUES Aucxiliary activities revenues AND OTHER REVENUES
79.7% [$2,096] 17.2% [$454] 10.9% [$287] 20.3% [$536]

State/capital appropriations 14.1% $372

Gifts, grants, and additions

Grants and to permanent endowments  9.8%  $258

contracts

19.4% [$509] Federal Pell grant revenue  1.7%  $45

Investments and other

net loss (5.3%) ($139)
20.3% $536

Student tuition and
fees
32.2% [$846]

TOTAL NET REVENUES $2.6 BILLION

Operating revenues: The primary source of operating revenue for the University was student tuition and fees (net
of scholarship allowances), totaling $846 million and $853 million in 2022 and 2021, respectively. Gross tuition
and fees revenue increased $11 million, due in part to increases in tuition rates, which was offset by an increase
in scholarship allowance of $18 million. Other major revenue sources in 2022 included federal grants and
contracts of $416 million (an increase of $31 million), including $403 million in sponsored programs, and auxiliary
activities (activities that provide services to students, faculty, staff, and the public) totaled $454 million (an
increase of $203 million). The increase in auxiliary activities was driven by the easing of COVID-19 pandemic
restrictions after vaccines became widely available which allowed for more standard operations for athletics,
residential housing services and dining, and other auxiliary activities. In 2021, gross tuition and fees decreased
by $15 million due to a $43 million decrease driven by reduced enrollment and changes in student blend due to
the COVID-19 pandemic, offset with a $28 million increase from the merger of the College of Law during 2021.

In 2021, federal grants and contracts increased by $12 million, and auxiliary activities decreased $105 million
which was driven by the impacts of the COVID-19 pandemic on athletics, residential housing services, and other
auxiliary activities.

Net nonoperating and other revenues: The primary source of net nonoperating revenue was State
appropriations, which totaled $372 million in 2022, a decrease of $2 million. In 2022, the University received
$303 million in funding for general operations, compared to $289 million in 2021. Michigan State University
Extension and MSU AgBioResearch appropriations totaled $66 million, an increase of $1 million from 2021. In
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

2021, the University recognized $32 million in Coronavirus federal grants and aid, which were related to the State
of Michigan’s revised funding for state appropriations from fiscal year 2020. In 2022, the University also
recognized $3 million in state capital appropriations, compared to $20 million in 2021. In 2022, the University
was awarded $2 million in federal funding through a Shuttered Venues Operating Grant. In 2021, the University
was awarded $46 million in federal funding through the Coronavirus Response and Relief Supplemental
Appropriations (CRRSA) Act, $82 million in federal funding through the American Rescue Plan (ARP), and $7
million in federal funding through a Shuttered Venues Operating Grant (SVOG). In accordance with the grants
and aid, the University must meet certain eligibility requirements before recognizing the funding. For 2022, the
University provided $39 million to students as emergency financial aid grants (ARP), utilized $39 million in
institutional aid (ARP), and received reimbursement for $5 million in expenses (SVOG) which was recognized as
revenue during the year. For 2021, the University provided $17 million to students as emergency financial aid
grants ($15 million CRRSA and $2 million ARP), utilized $47 million in institutional aid ($15 million CARES, $30
million CRRSA, and $2 million ARP), and sought reimbursement for $5 million in expenses (SVOG) which was
recognized as revenue during the year. In addition, $2 million of federal CARES Act: Provider Relief Funding
was recognized as an eligible health care provider. As previously noted, the University also received $32 million
in Coronavirus Relief Funds as 2020 state appropriations substitute which was recognized as revenue in 2021.
See footnote 1 for more details.

Other significant components of net nonoperating revenues in 2022 included net investment income, which
decreased $1,360 million due to market conditions. In 2021, net investment income increased $1,030 million due
to market conditions. Gifts totaled $113 million in 2022, a decrease of $6 million. In 2021, gifts totaled $119
million, an increase of $79 million.

During 2022, $1,518 million was expended for the core missions of the University: instruction and departmental
research, research, and public service, an increase of $158 million (11.6%) from 2021. Instruction and
departmental research and research expenses increased $104 million (9.8%), while public service expenses
increased $54 million (18.0%), which reflects the University returning to more standard operations in the wake of
the COVID-19 pandemic. Aukxiliary enterprises totaled $391 million, an increase of $126 million, due to a return
to more normal operations after easing the restrictions related to the COVID-19 pandemic. In 2021, expenses for
the core mission of the University decreased $123 million and auxiliary enterprises decreased $78 million.

Other postemployment benefits expense for the year ended June 30, 2022 was $63 million, an increase of
$1,664 from 2021. As discussed in the noncurrent liabilities section, during the year ended June 30, 2021, the
University implemented a Medicare Advantage Plan to deliver postemployment benefits. The change in benefit
plan to a Medicare Advantage Program reduced the postemployment liability by approximately $1,747 million.
The net effect of this change resulted in other postemployment benefits expense of negative $1,601 million in
2021, a $1,721 decrease from 2020. This expense is presented separately from other functional expense
classifications in the Statement of Revenues, Expenses, and Changes in Net Position due to the significance of
the change.
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Operating expenses by source for the year ended June 30, 2022 are presented in millions of dollars:

Student services,
scholarships and
fellowships, and
other expenses
9.0% [$250]

Instruction and

departmental
research

26.9% [$753]

Depreciation and
amortization
7.7% [$214]

Auxiliary
enterprises
14.0% [$391]

Operation and
maintenance of plant
4.8% [$134]

Research
14.7% [$411]

Institutional
support
5.5% [$154] Academic Public service
support 12.7% [$354]

4.7% [$130]

TOTAL OPERATING EXPENSES $2.8 BILLION

The University’s Economic Outlook

Fiscal year 2022 saw a return to more typical higher education operations as vaccines for COVID-19 became
readily available allowing for a reduction in the restrictions necessary to ensure a safe environment for students,
faculty, staff, and the general public. In-person instruction resumed for many courses, residential halls were near
capacity, and auxiliary functions were once again active. The University has returned to normal operations and
the vibrant community for which it is known.

In July 2022, the State legislature approved a 4% increase in 2023 state appropriation funding over 2022 base
levels. This is the largest increase in base funding in over a decade. The University will also receive $53 million
in funding for renovations and new construction of MSU’s Dairy Cattle Teaching & Research Center that will
improve staff, animal, and building safety, as well as the quality and capacity of MSU research which supports
increased growth and sustainability of the $15.7 billion dairy industry in Michigan. Included in the same $53
million is funding to modernize MSU'’s greenhouse facilities and infrastructure, which will help increase farming
efficiency and profitability. This project will support one of Michigan’s most important and dynamic industries, one
that impacts all 83 counties in Michigan. The State’s funding affirms the importance of higher education in the
State of Michigan and provides overall stability to the University budget.

Despite the volatility of investment returns over the last several years, investment income continues to be an
important component of MSU’s ongoing revenue diversification. As strong stewards of funds, the University
manages its endowment spending rate to ensure necessary resources are available for operations, while
maintaining the purchasing power of the endowment assets for decades to come. Over time, MSU'’s long-term
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diversified investment strategy has proven to provide an important source of support for University operations
and help keep tuition increases lower.

In Fall 2022, the University welcomed its largest-ever first-year class of approximately 9,800 students. Students
enrolled in the incoming class, including representation from 82 of the state of Michigan’s 83 counties, reflects
one of the most diverse classes in recent history.

Ever moving forward, MSU is positioned to make investments aligned with its 2030 Strategic Plan, including
advancing its research portfolio, investing in community partnerships both near and far, and attracting and
retaining the best and brightest faculty and staff. Despite uncertainty around inflationary cost pressures,
Michigan State University is committed to building on its strength and stature as one of the top 100 research
universities in the world.
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STATEMENTS OF NET POSITION

ASSETS

Current assets:
Cash and cash equivalents
Investments
Accounts and interest receivable, net
Student loans and pledges receivable, net
Inventories and other assets
Total current assets

Noncurrent assets:
Endowment investments
Other investments
Accounts and interest receivable, net
Student loans and pledges receivable, net
Investments in joint ventures and other assets
Derivative instruments - swap asset
Capital assets, net
Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current liabilities:
Accounts and interest payable
Accrued personnel costs
Accrued self-insurance liabilities
Payroll taxes and other payroll deductions
Deposits held for others
Unearned revenues
Current portion of net other postemployment benefit obligations
Current portion of long-term debt and other obligations
Total current liabilities

Noncurrent liabilities:
Accrued personnel costs
Accrued self-insurance liabilities
Payroll taxes and other payroll deductions
Unearned revenues
Derivative instruments - swap liability
Net other postemployment benefit obligations
Long-term debt and other obligations
Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net investment in capital assets
Restricted:
Nonexpendable
Expendable:
Research and gifts
Quasi and term endowments
Debt service and capital projects
Student loans
Unrestricted

TOTAL NET POSITION

See accompanying notes
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June 30,

2022

2021

(as restated)

(in thousands)

$ 395,199 $ 372,997
910,877 482,502
250,065 226,644

36,243 35,342
23,058 19,482
1,615,442 1,136,967
3,469,280 3,579,785
266,678 281,833
29,005 25,049
107,102 100,008
33,780 29,497

- 324
2,948,329 2,955,460
6,854,174 6,971,956
8,469,616 8,108,923
566,992 621,799
160,600 136,105
98,103 69,810
22,242 24,194
24,558 47,037
9,178 8,129
104,337 96,694
25,938 22,252
239,325 246,270
684,281 650,491
38,330 38,964
14,520 13,151

- 21,561

7,333 8,067
33,579 54,840
622,613 607,843
2,120,352 1,641,936
2,836,727 2,386,362
3,521,008 3,036,853
357,473 376,861
1,497,079 1,489,684
1,001,402 883,923
1,007,697 1,085,289
304,486 339,480
86,209 84,192
12,983 13,302
1,248,271 1,421,138
$ 5,158,127 $ 5,317,008




F MICHIGAN STATE UNIVERSITY FOUNDATION
STATEMENTS OF FINANCIAL POSITION

ASSETS

Cash equivalents

Interest and dividends receivable, net
Other receivables, net

Investments

Land held for investment, net
Investment in University Health Park, net
Equity in start-up organizations, net
Notes receivable, net

Prepaid expenses

Property and equipment, net
Intangible assets, net

LIABILITIES AND NET ASSETS
Liabilities:

Accrued expenses and other payables

Deferred revenue

Trusts and annuities payable
Loan payable

Capital lease obligation

TOTAL ASSETS

Deposit held for Michigan State University

Obligations under life estate agreements

Total liabilities

Net assets:
Without donor restrictions
With donor restrictions:
Time or purpose restrictions
Perpetual restrictions

Total net assets with donor restrictions

Total net assets

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes
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June 30,
2022 2021

(in thousands)
20,247 $ 24,307
391 309
3,797 2,670
434,717 470,302
1,262 1,364
2,861 2,873
13,390 5,308
4,001 3,083
76 60
31,626 14,413
634 703
513,002 $ 525,392
5,394 $ 3,625
10 14
7,105 6,345
14,753 -
6,047 6,047
19,984 19,884
403 432
53,696 36,347
421,948 447,813
37,358 41,232
37,358 41,232
459,306 489,045
513,002 $ 525,392
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STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

OPERATING REVENUES
Student tuition and fees
Less: scholarship allowances
Net student tuition and fees

State of Michigan grants and contracts
Federal grants and contracts
Local and private sponsored programs
Interest and fees on student loans
Departmental activities (net of scholarship allowances of

$987 in 2022 and $5,992 in 2021)
Auxiliary activities (net of room and board allowances of

$23,950 in 2022 and $5,984 in 2021)

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Instruction and departmental research
Research
Public service
Academic support
Student services
Scholarships and fellowships
Institutional support
Operation and maintenance of plant
Auxiliary enterprises
Other postemployment benefits expense
Depreciation and amortization
Other operating expenses, net
TOTAL OPERATING EXPENSES

Operating (loss) income

NONOPERATING REVENUES (EXPENSES)
State operating appropriation
State AgBioResearch appropriation
State Extension appropriation
Federal Pell grant revenue
Coronavirus federal grants and aid
Gifts
Net investment (loss) income
Interest expense on indebtedness
Other nonoperating revenues, net

Net nonoperating revenues

(LOSS) INCOME BEFORE OTHER

State capital appropriations

Capital grants and gifts

Additions to permanent endowments
(Decrease) increase in net position

Net position, beginning of year
Cumulative effect of change in accounting principles
Beginning net position adjustment, merger
Net position, beginning of year, as adjusted
NET POSITION, END OF YEAR

See accompanying notes
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Year ended June 30,

2021
2022 (as restated)
(in thousands)
$ 1,047,072 $ 1,035,806
200,973 183,222
846,099 852,584
16,816 16,392
416,435 385,427
75,586 76,416
384 584
286,583 206,274
454,418 251,365
2,096,321 1,789,042
752,703 685,476
410,856 374,546
353,913 300,510
130,600 121,730
58,190 56,540
125,507 109,301
153,736 170,486
134,073 121,539
390,544 265,059
62,971 (1,601,410)
213,886 199,147
4,572 8,900
2,791,551 811,824
(695,230) 977,218
303,409 288,936
35,287 34,937
30,438 30,136
44,615 44,032
85,188 101,272
113,375 118,936
(163,575) 1,195,807
(77,587) (71,418)
16,813 5,087
387,963 1,747,725
(307,267) 2,724,943
3,273 20,199
37,853 41,713
107,260 46,205
(158,881) 2,833,060
5,317,008 2,464,389
- 81
- 19,478
5,317,008 2,483,948
$ 5,158,127 $ 5,317,008




F MICHIGAN STATE UNIVERSITY FOUNDATION
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

Year ended June 30, 2022

Without Donor With Donor
Restrictions Restrictions Total
REVENUE, GAINS AND OTHER SUPPORT: (in thousands)
Contributions $ 2 $ 1,809 $ 1,811
Income from investments - net of investment fees (13,176) (2,602) (15,778)
Royalty income 631 - 631
Rental income 2,187 - 2,187
Grants and contracts 1,065 2,192 3,257
Adjustment to value of annuities payable - 886 886
Other income 2,505 - 2,505
In-kind contributions 349 - 349
Net assets released from restrictions 6,159 (6,159) -
TOTAL REVENUE, GAINS AND OTHER SUPPORT (278) (3,874) (4,152)
EXPENSES:
Contributions to Michigan State University 13,784 - 13,784
Grant expenses 2,610 - 2,610
Salaries, fringe benefits, and payroll taxes 4,023 - 4,023
Consultants and professional fees 1,136 - 1,136
Office expense 352 - 352
Operating expense 385 - 385
Rent and utilities 1,490 - 1,490
Depreciation and amortization 839 - 839
Provision for uncollectible receivables 644 - 644
Other expense 324 - 324
TOTAL EXPENSES 25,587 - 25,587
Change in net assets (25,865) (3,874) (29,739)
Net assets, beginning of year 447,813 41,232 489,045
NET ASSETS, END OF YEAR $ 421,948 $ 37,358 $ 459,306
Year ended June 30, 2021
Without Donor With Donor
Restrictions Restrictions Total
REVENUE, GAINS AND OTHER SUPPORT: (in thousands)
Contributions $ - $ 634 $ 634
Income from investments - net of investment fees 118,362 7,592 125,954
Royalty income 1,812 - 1,812
Rental income 2,130 - 2,130
Grants and contracts (101) 3,000 2,899
Adjustment to value of annuities payable - (224) (224)
Other income 2,918 - 2,918
Net assets released from restrictions 6,102 (6,102) -
TOTAL REVENUE, GAINS AND OTHER SUPPORT 131,223 4,900 136,123
EXPENSES:
Contributions to Michigan State University 13,495 - 13,495
Grant expenses 2,409 - 2,409
Salaries, fringe benefits, and payroll taxes 2,910 - 2,910
Consultants and professional fees 446 - 446
Office expense 398 - 398
Operating expense 84 - 84
Rent and utilities 1,006 - 1,006
Insurance 140 - 140
Depreciation and amortization 972 - 972
Provision for uncollectible receivables 271 - 271
Other expense 212 - 212
TOTAL EXPENSES 22,343 - 22,343
Change in net assets 108,880 4,900 113,780
Net assets, beginning of year 338,933 36,332 375,265
NET ASSETS, END OF YEAR $ 447,813 $ 41,232 $ 489,045

See accompanying notes
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STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Tuition and fees
Research grants and contracts
Auxiliary activities
Departmental activities
Interest and fees on student loans
Loans issued to students
Collection of loans from students
Scholarships and fellowships
Payments to suppliers
Payments to employees
Fiduciary activities - Scholarships and other receipts
Fiduciary activities - Scholarships and other payments
William D. Ford Direct Lending receipts
William D. Ford Direct Lending disbursements
Other payments
Net cash used by operating activities

Cash flows from noncapital financing activities
State appropriations
Federal Pell grant revenue
Coronavirus federal grants and aid receipts
Gifts
Endowment gifts
Proceeds from issuance of noncapital debt
Principal paid on noncapital debt
Interest paid on noncapital debt
Other receipts
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities
Capital appropriations
Capital gifts and grants
Proceeds from issuance of capital debt and other long-term obligations
Purchase of capital assets
Proceeds from sale of capital assets
Principal paid on capital debt
Interest paid on capital debt
Other receipts
Net cash used by capital and related financing activities

Cash flows from investing activities
Investment income, net
Proceeds from sales and maturities of investments
Purchase of investments
Net cash (used) provided by investing activities

Net increase in cash

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

See accompanying notes
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Year ended June 30,

2021
2022 (as restated)
(in thousands)
833,197 $ 842,162
498,649 486,229
456,725 260,139
294,324 174,890
384 584
(3,503) (3,590)
5,521 6,410
(129,514) (108,215)
(667,450) (505,840)
(1,719,468) (1,547,052)
319,985 314,816
(319,985) (315,328)
76,324 111,642
(76,324) (111,130)
(52,447) (35,517)
(483,582) (429,800)
368,432 321,782
44,615 44,032
93,374 93,086
94,681 83,515
107,260 46,214
500,000 91,446
(3,570) (168,745)
(16,533) (14,867)
6,563 67,500
1,194,822 563,963
7,220 21,362
46,535 49,929
23,895 133,278
(162,882) (208,886)
2,548 816
(77,427) (154,553)
(60,820) (61,479)
1,951 8,932
(218,980) (210,601)
484,167 335,419
2,713,875 2,256,843
(3,668,100) (2,348,639)
(470,058) 243,623
22,202 167,185
372,997 205,812
395,199 $ 372,997
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STATEMENTS OF CASH FLOWS (Continued)

Year ended June 30,

Reconciliation of net operating income (loss) to 2021
2022 (as restated)
cash flows from operating activities: (in thousands)
Operating income (loss) $ (695,230) $ 977,218

Adjustments to reconcile operating income (loss) to
net cash used by operating activities:

Depreciation and amortization expense 213,886 199,147

Change in assets and liabilities:
Accounts receivable (28,430) (16,489)
Student loans receivable 2,017 2,820
Inventories and other assets (3,576) 2,702
Investments in joint ventures and other assets (4,283) (239)
Accounts payable 10,223 4,641
Accrued personnel costs 27,659 7,445
Payroll taxes and other payroll deductions (44,040) 30,540
Deposits held for others 1,049 989
Unearned revenues 6,909 (6,546)
Accrued self-insurance liabilities (583) 4,178
Net other postemployment benefit obligation 18,456 (1,511,245)
Change in deferred outflows 34,840 (88,188)
Change in deferred inflows (22,479) (36,773)
Net cash used by operating activities $ (483,582) $ (429,800)

See accompanying notes
34



e MICHIGAN STATE UNIVERSITY
NOTES TO THE FINANCIAL STATEMENTS (All dollar figures stated in these Notes are in thousands)

1. Organization, basis of presentation, reporting entity, and summary of significant accounting policies
Organization:

Michigan State University (the “University”) was founded in 1855 as the Agricultural College of the State of Michigan. It was the
first institution of higher learning in the nation to teach scientific agriculture and in 1863 became a pioneer land grant college under
the Morrill Act. The University has grown into a comprehensive research university providing undergraduate, graduate, and
professional degree programs. The University is not a component unit of the State of Michigan as defined by the Governmental
Accounting Standards Board ("GASB").

Basis of presentation:

The University follows all applicable GASB pronouncements. The accompanying financial statements have been prepared using
the economic resource measurement focus and the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America for publicly owned colleges and universities and are presented in accordance with the
reporting model prescribed in GASB Statement No. 34, Basic Financial Statements-and Management’s Discussion and Analysis-for
State and Local Governments, and GASB Statement No. 35, Basic Financial Statements-and Management’s Discussion and
Analysis-for Public Colleges and Universities , as amended by GASB Statements No. 37, No. 38, and No. 63. The University
follows the “business-type” activities requirements of GASB Statement No. 34. This approach requires the following components of
the University’s financial statements:

. Management's Discussion and Analysis

. Basic Financial Statements: Statement of Net Position; Statement of Revenues, Expenses, and Changes in Net Position;
Statement of Cash Flows; and Notes to the Financial Statements

GASB Statement No. 34, as amended, establishes standards for external financial reporting for public colleges and universities and
requires that resources be classified for accounting and reporting purposes into the following four net position categories:

D Net investment in capital assets: Capital assets, net of accumulated depreciation, amortization, and outstanding principal
balances of debt attributable to the acquisition, construction, or improvement of those assets.

. Restricted:
Nonexpendable — Net position subject to externally imposed constraints that they be maintained permanently by the
University. Nonexpendable net position includes the corpus portion (historical value) of gifts to the University’s
permanent endowment funds and certain investment earnings stipulated by the donor to be reinvested permanently.

Expendable — Net position whose use by the University is subject to externally imposed constraints that can be fulfilled by
actions of the University pursuant to those constraints or that expire by the passage of time. Expendable net position
includes net appreciation of the University’s permanent endowment funds that have not been stipulated by the donor to
be reinvested permanently.

. Unrestricted: Net position that is not subject to externally imposed constraints. Unrestricted net position may be
designated for specific purposes by action of management or the Board of Trustees (the “Board”) or may otherwise be
limited by contractual agreements with outside parties. Unrestricted net position is generally designated for academic,
research, and outreach programs and initiatives, postemployment benefits, and capital asset renewals and replacements.

Reporting entity:

The Michigan State University Foundation (the “Foundation”) is a legally separate, tax-exempt entity that meets the criteria set forth
for component units under GASB Statement No. 39, Determining Whether Certain Organizations are Component Units, as
amended by GASB Statement No. 61. The Foundation provides financial support for the objectives, purposes, and programs of the
University. Although the University does not control the timing, purpose, or amount of its receipts from the Foundation, the
resources (and income thereon) that the Foundation holds and invests are dedicated to benefit the University. Because the
resources held by the Foundation can only be used by, or for the benefit of, the University, the Foundation is considered a
component unit of the University and its Statements of Financial Position and Statements of Activities and Changes in Net Assets
are discretely presented in the University’s financial statements. In addition, the Foundation’s significant notes are summarized in
note 4.
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NOTES TO THE FINANCIAL STATEMENTS (continued) (dollars in thousands)

The Foundation is a private organization that reports under FASB standards. As such, certain revenue recognition criteria and
presentation features are different from those under GASB. No modifications have been made to the Foundation financial
information included in the University’s financial report to account for these differences. Complete financial statements for the
Foundation can be obtained by a written request to:

Michigan State University Foundation, 325 E. Grand River Avenue, Suite 275, East Lansing, M| 48823.

MSU Health Care, Inc. is a legally separate, tax-exempt entity with the University serving as its sole corporate member. MSU
Health Care, Inc. is a multi-specialty medical practice that operates the University's primary care, sports medicine, diagnostics,
testing, and other services. Under the requirements of GASB Statement No. 80, Blending Requirements for Certain Component
Units - an amendment of GASB Statement No. 14, MSU Health Care, Inc. is reported as a blended component unit. Effective July
1, 2020, the University transferred the operations of primary care, sports medicine, diagnostics, testing, and other services to MSU
Health Care, Inc. MSU Health Care, Inc.'s significant notes are included the University's footnotes, the transfer of operations is
disclosed in note 17, and condensed financial statements are presented in note 18. Complete financial statements for MSU Health
Care, Inc. can be obtained by a written request to:

MSU Health Care, Inc., 909 Fee Road, Room D130, East Lansing, M| 48824.

Lysander Series of Aesir Series, LLC ("Lysander") was formed as a legally separate entity that meets the criteria set forth for
component units under GASB Statement No. 61. Lysander is a cell captive insurance company within an existing and approved
captive insurance company used by the University to gain access to global reinsurers for purposes of obtaining general liability
insurance and automobile liability insurance as disclosed in note 10. Lysander exclusively benefits the University and the Board is
the series member of Lysander which is reported as a blended component unit. Condensed financial statements are presented in
note 18.

In August 2020, the University acquired all of the assets and ongoing operations of the Michigan State University College of Law
("Law College") in exchange for assuming the Law College's outstanding liabilities. The operations of the Law College are treated
as a department of the University and the Law College's separate legal entity was dissolved in October 2020. The asset purchase
agreement was accounted for as a merger with the University recognizing the Law College's assets, liabilities, and net position at
carrying value as of July 1, 2020. The Law College reported under FASB accounting standards, so the Law College's financial
statements were recalculated under GASB accounting standards, before being recognized in the University financial statements.
The merger is disclosed in note 17.

Summary of significant accounting policies:

Cash and cash equivalents — For purposes of the Statement of Cash Flows, the University defines cash equivalents as highly
liquid, short-term (90 days or less) investments that bear little or no market risk. Certain cash and cash equivalents held by
investment managers in the Liquidity Reserve Pool ("LRP"), Common Investment Fund ("CIF"), and other investment funds are
included in investments because the intent of these funds is long-term appreciation. Cash balances held by investment managers
in these funds at the date of the financial statements are due to timing of reinvesting the proceeds within the fund.

Pledges — Financial support in the form of pledges is received from business enterprises, foundations, and individuals. Revenue
from gift pledges is recorded only when there is an unconditional promise to pay and all eligibility requirements, including time
requirements, have been met. Contributions to permanent and term endowments are not recognized as assets until actually
received.

Inventories — Inventories are recorded using various methods, including first in, first out (FIFO).
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Investments — Investments are stated at fair value, which represents the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants. The University values its investments using a hierarchy of
valuation inputs based on the extent to which the inputs are observable in the marketplace. Observable inputs reflect market data
obtained from sources independent of the University, while unobservable inputs reflect the University's own assumptions about how
market participants would value an asset or a liability based on the best information available. The University uses various industry
standard valuation techniques that are appropriate under the circumstances and for which sufficient data is available to measure
fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

Capital assets — Capital assets are stated at cost or, when donated, at acquisition value at the date of the gift. Depreciation is
computed using the straight-line method, with a full-year expense in the year of acquisition and none in the year of disposal. Assets
are depreciated over the estimated useful lives ranging from four to forty years for the respective assets. When assets are retired
or otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts. The University capitalizes
but does not depreciate certain works of art and historical treasures that are held for exhibition, education, research, or public
service. These collections are neither disposed of for financial gain nor encumbered in any way, and are subject to organizational
policy that requires the proceeds of items that are sold to be used to acquire other items for collections.

Deferred outflows of resources — This separate financial statement element represents a consumption of net position that applies
to a future period and so will not be recognized as an expense until then. Deferred outflows of resources consist of accumulated
changes in the fair value of hedging derivative instruments, contributions subsequent to the measurement date and changes in
assumptions related to the valuation of other postemployment benefits, and deferred losses on refunding of debt.

Deferred inflows of resources — Deferred inflows of resources represent an addition to net position that applies to a future period
and so will not be recognized as revenue until then. Deferred inflows of resources consist of the investment value, net of related
liabilities to other beneficiaries, attributable to the University from irrevocable split-interest agreements, changes in assumptions
related to the valuation of other postemployment benefits, lease agreements in which the University serves as the lessor, and
deferred gains on refunding of debt.

Compensated absences — University employees earn vacation and sick leave benefits based, in part, on length of service.
Vacation pay is fully vested when earned. Upon separation from service, employees are paid accumulated vacation and sick pay
based upon the nature of separation (death, retirement, or termination). Certain limitations have been placed on the hours of
vacation and sick leave that employees may accumulate and carry over for payment at death, retirement, or termination. Unused
hours exceeding these limitations are forfeited.

Self-insurance liabilities — Self-insurance liabilities consist of accrued expenses related to the University's self-insurance
programs.

Unearned revenue — Unearned revenue consists primarily of advance ticket sales for athletic events, summer school tuition not
earned during the current year, and contract and sponsored program advances.

Derivative instruments — Derivative instruments consist of interest rate swap agreements and are stated at fair value based on the
zero-coupon valuation method.

Operating and nonoperating revenues — Operating activities as reported in the Statements of Revenues, Expenses, and
Changes in Net Position are those activities that generally result from exchange transactions, such as payments received for
providing services and payments made for services or goods received. Nearly all of the University’s expenses are from exchange
transactions. Certain significant revenue streams relied upon for operations are recorded as nonoperating revenues, as defined by
GASB Statement No. 34, including state appropriations, federal Pell grant revenue, gifts, and investment income. Restricted and
unrestricted resources are spent and tracked at the discretion of the recipient University department within the guidelines of donor
restrictions, if any.
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Coronavirus federal grants and aid - In December 2019, COVID-19 was first reported and subsequently emerged as a global
pandemic. The world-wide response to manage the COVID-19 pandemic included many extraordinary measures designed to
reduce physical human interactions, including the temporary suspension of community events and other activities, broad travel
restrictions, and the temporary closing of many businesses. Likewise, the University’s operations and financial results for the year
ended June 30, 2021 were significantly impacted, including transitioning instruction to remote learning to the fullest extent possible,
limiting on-campus residence, eliminating all non-essential travel, and cancelling or postponing athletic and performing arts events.
The year ended June 30, 2022, saw many of these restrictions lifted as vaccines became readily available, and reflects a more
standard operating year.

To partially offset the financial impact to students and the losses incurred by the University due to the disruption caused by COVID-
19, the University received various federal grants. In accordance with each individual grant, the University was required to meet
certain eligibility requirements before recognizing the funding as revenue, which included distributing certain portions to students as
emergency financial aid. For the fiscal years ending June 30, 2022 and 2021, federal coronavirus grants recognized were as
follows:

2022 2021
Coronavirus Aid, Relief, and Economic Securities (CARES) Act:

Institutional aid $ - $ 14,918
Coronavirus Provider Relief Funds 1,620 -
Coronavirus Relief Funds - 32,203
Coronavirus Response and Relief Supplemental Appropriations:

Emergency student aid - 15,029

Institutional aid - 30,936
American Rescue Plan:

Emergency student aid 39,385 1,527

Institutional aid 39,315 1,527
Shuttered Venue Operators Grant 4,868 5,132

Total coronavirus federal grants and aid $ 85,188 $ 101,272

These amounts are reported as nonoperating revenues in the Statement of Revenues, Expenses, and Changes in Net Position.

The University was awarded $29,837 in funding through the Coronavirus Aid, Relief, and Economic Security ("CARES") Act: Higher
Education Emergency Relief Fund during the year ended June 30, 2020. The final $14,918 of the relief, representing institutional
aid, was utilized during the year ended 2021.

The University was awarded $32,203 of CARES Act Relief Funding through the State of Michigan as a substitute for a portion of the
originally awarded fiscal year 2020 state appropriation. Eligibility requirements for these funds were satisfied during the year ended
June 30, 2021.

The University was awarded $45,965 in funding through the Coronavirus Response and Relief Supplemental Appropriations Act
during the year ended June 30, 2021. During the year ended June 30, 2021, the University provided $15,029 to students as
emergency financial aid, and utilized $30,936 as institutional aid.

The University was awarded $81,754 in funding through the American Rescue Plan Act during the year ended June 30, 2021.
During the year ended June 30, 2021, the University provided $1,527 to students as emergency financial aid, and utilized $1,527 as
institutional aid. During the year ended June 30, 2022, the University provided $39,385 as emergency financial aid, and utilized
$39,315 as institutional aid.

The University was awarded $7,324 in funding through the Shuttered Venue Operators Grant during the year ended June 30, 2021.
The University was reimbursed for $5,132 in expenses recognized prior to June 30, 2021, and thus recognized a receivable and
revenue for this amount as of June 30, 2021. The remaining amount awarded was recognized in the year ended June 30, 2022.

The University was awarded an additional $2,676 in funding through the Shuttered Venue Operators Grant during the year ended
June 30, 2022. The full amount of the award was utilized and recognized during the year ended June 30, 2022.
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Student tuition and fees — Student tuition and fee revenues are reported in the fiscal year in which the student instruction occurs,
net of scholarship allowances in the Statements of Revenues, Expenses, and Changes in Net Position. Scholarship allowances
represent the difference between the stated charge for goods and services provided by the University and the amount that is paid
by the students or third parties on behalf of the students, where the University has discretion over such expenses.

Auxiliary activities — Auxiliary activities primarily represent revenues generated from University Student Life and Engagement
Services, Intercollegiate Athletics, and various other departmental activities that provide services to the student body, faculty, staff,
and general public.

Donor restricted endowments — Under Michigan law set forth in the Uniform Prudent Management of Institutional Funds Act, as
adopted in Michigan in 2009 (“UPMIFA”), the Board acts in a fiduciary capacity as trustee of its endowment funds. UPMIFA
requires that the Board exercise its fiduciary duties prudently and consider both the charitable purposes and needs of the University
and the purposes of the specific endowment regarding current expenditures and preservation of the purchasing power of the funds.
Under the programmatic spending policy established by the Board, 4.4% of the average market value of endowment investments
for the twenty quarters of the five fiscal years prior to the beginning of the fiscal year was authorized for expenditure for fiscal year
2022. For fiscal year 2023, the rate will remain at 4.4%.

Reclassification — Cash flows related to William D. Ford Direct Lending from the prior year have been reclassified to conform to
the current year's presentation.

Eliminations — In preparing the financial statements, the University eliminates inter-fund assets and liabilities and transactions with
blended component units that would otherwise be reflected twice in the Statements of Net Position. Similarly, revenues and
expenses related to internal service activities and blended component units are also eliminated from the Statement of Revenues,
Expenses, and Changes in Net Position. Student tuition and fees are presented net of scholarships and fellowships applied to
student accounts where the University has discretion over such expenses, while stipends and other payments made directly to
students are presented as scholarship and fellowship expenses.

Use of estimates — The preparation of the financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect amounts reported in the financial
statements and the accompanying notes. Actual results could differ from those estimates.

Income taxes — The University is a part of the State of Michigan for purposes of Internal Revenue Code Section 115, and is an
organization as described in Internal Revenue Code Section 501(c)(3). The University’s income generally is exempt from federal
income taxes, although income from certain activities may be subject to taxation as unrelated business income.

Change in accounting policy — Effective for the fiscal year ended June 30, 2022, the University adopted GASB Statement No. 87,
Leases (“GASB 87”"). This statement supersedes GASB Statement No. 62 and establishes new requirements for calculating and
reporting the University’s lease activities. The adoption of GASB 87 has been reflected as of July 1, 2020.

Beginning net position as of July 1, 2020 was restated for the effects of the University's adoption of GASB 87 as follows:

June 30, 2020
as Originally GASB 87 July 1, 2020 as

Reported Adoption Restated

Currentassets $ 823,898 | $ 1,491 $ 825,389

Noncurrent assets 6,137,991 39,203 6,177,194

Total assets 6,961,889 40,694 7,002,583
Deferred outflows

of resources 547,578 - 547,578

Current liabilities 744,501 3,047 747,548

Noncurrent liabilities 3,913,029 20,766 3,933,795

Total liabilities 4,657,530 23,813 4,681,343
Deferred inflows of

resources 387,548 16,800 404,348

Net position $ 2,464,389 | $ 81| $ 2,464,470
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The Statement of Net Position as of June 30, 2021 was restated for the effects of the University's adoption of GASB 87 as follows:

June 30, 2021
as Originally GASB 87 June 30, 2021

Reported Adoption as Restated

Currentassets $ 1,135,464 | $ 1503| $ 1,136,967

Noncurrent assets 6,925,135 46,821 6,971,956

Total assets 8,060,599 48,324 8,108,923
Deferred outflows

of resources 621,799 - 621,799

Current liabilities 646,667 3,824 650,491

Noncurrent liabilities 2,367,804 18,558 2,386,362

Total liabilities 3,014,471 22,382 3,036,853
Deferred inflows of

resources 351,378 25,483 376,861

Net position $ 5,316,549 | $ 459 $ 5,317,008

The Statement of Revenues, Expenses, and Changes in Net Position for the year ended June 30, 2021 was restated for the effects
of the University's adoption of GASB 87 as follows:

June 30, 2021
as Originally GASB 87 June 30, 2021

Reported Adoption as Restated

Operating revenues $ 1,791,088 | $ (2,046)] $ 1,789,042

Operating expenses 812,166 (342) 811,824

Operating income 978,922 (1,704) 977,218

Net nonoperating revenues 1,745,643 2,082 1,747,725

Net income before other 2,724,565 378 2,724,943

State capital appropriations 20,199 - 20,199

Capital grants and gifts 41,713 - 41,713

Additions to permanent endowments 46,205 - 46,205
Increase in net position 2,832,682 378 2,833,060

Net position, beginning of year 2,464,389 - 2,464,389

Cumulative effect of change in accounting principles - 81 81
Beginning net position adjustment, merger 19,478 - 19,478
Net position, beginning of year, as adjusted 2,483,867 81 2,483,948
Net position _$ 5,316,549 | $ 459 | $ 5,317,008

40



ke MICHIGAN STATE UNIVERSITY

NOTES TO THE FINANCIAL STATEMENTS (continued) (dollars in thousands)

The Statement of Cash Flows for the year ended June 30, 2021 was restated for the effects of the University's adoption of GASB
87 as follows:

June 30, 2021
as Originally GASB 87 June 30, 2021

Reported Adoption as Restated
Net cash used by operating activities $ (431,324)| $ 1524 $ (429,800)
Net cash provided by noncapital financing activities 563,963 - 563,963
Net cash used by capital and related financing activities (209,077) (1,524) (210,601)
Net cash provided by investing activities 243,623 - 243,623
Net increase in cash 167,185 - 167,185
Cash and cash equivalents, beginning of year 205,812 - 205,812
Cash and cash equivalents, end of year $ 372,997 | $ - $ 372,997

41



g MICHIGAN STATE UNIVERSITY

NOTES TO THE FINANCIAL STATEMENTS (continued) (dollars in thousands)

2. Cash and cash equivalents
The University’s cash and cash equivalents as of June 30, 2022 and 2021 were as follows:

2022 2021
Total cash and cash equivalents $ 395199 _$ 372997

Of the bank balances for cash, $1,075 of the total $527,856 in 2022 and $852 of the total $487,522 in 2021 were held in accounts
covered by federal depository insurance. Any remaining amounts were uninsured and uncollateralized, as banks holding deposits
of the University are legally prohibited from collateralizing these deposits.

3. Investments and fair value measurements

The University manages investments in accordance with the investment policy approved by the Board. The investment policy
distinguishes guidelines for the Liquidity Pool ("LP"), Liquidity Reserve Pool ("LRP"), and Common Investment Fund ("CIF"). In
addition, the University has other investments that are restricted by external agreements or by special donor limitations (Other).

As of June 30, 2022 and 2021, the University had the following investments:

June 30, 2022

Investment type LP LRP CIF Other Total
Investment pools $ 43835 $ - $ 3565777 $ 59,112 $ 3,668,724
U.S. Government agencies 495,677 1,822 - - 497,499
Municipal bonds 185 - - - 185
Corporate bonds 240,161 - - - 240,161
Asset-backed securities 131,019 104,743 - - 235,762
Money market and mutual funds - 54 - - 54
International bonds - - 127 - 127
Life insurance policies - - - 4,323 4,323
Total $ 910,877  $ 106,619 $ 3,565,904 $ 63,435 $ 4,646,835
June 30, 2021
Investment type LP LRP CIF Other Total
Investment pools $ 19579 $ - $ 3,366,336 $ 73,987 $ 3,459,902
U.S. Government agencies 178,478 106,742 - - 285,220
Municipal bonds 1,491 - - - 1,491
Corporate bonds 139,893 - - - 139,893
Asset-backed securities 142,052 - - - 142,052
U.S. equities - - 267,570 - 267,570
International equities - - 42,559 - 42,559
International bonds 1,009 - 174 - 1,183
Life insurance policies - - - 4,250 4,250
Total $ 482,502 $ 106,742 $ 3,676,639 $ 78,237  $ 4,344,120
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Custodial Credit Risk: For an investment, custodial credit risk exists that in the event of the failure of the counterparty, the
University will not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party. University investment policy does not limit the value of investments that may be held by an outside party. The University's
investments that are held by the University's counterparty in the name of the University as of June 30, 2022 and 2021, respectively,
are as follows:

Investment type 2022 2021
Investment pools $ 15,527 $ 18,980
U.S. Government agencies 497,499 285,220
Municipal bonds 185 1,491
Corporate bonds 240,161 139,893
Asset-backed securities 235,762 142,052
U.S. equities - 267,570
International equities - 42,559
International bonds 127 1,183
Total $ 989,261 $ 898,948

The maturities of fixed income investments as of June 30, 2022 and 2021 were as follows:

June 30, 2022
Fixed Income Investment Maturities

Less than More than
Investment type 1 year 1-5 years 6-10 years 10 years Total
U.S. Government agencies $ - $ 495677 % - 8 1,822 $ 497,499
Municipal bonds 185 - - - 185
Corporate bonds 16,235 223,926 - - 240,161
Asset-backed securities 6,905 75,253 41,396 112,208 235,762
International bonds - 127 - - 127
Total $ 23325 % 794,983 $ 41396 $ 114,030 $ 973,734
June 30, 2021
Fixed Income Investment Maturities
Less than More than
Investment type 1 year 1-5 years 6-10 years 10 years Total
U.S. Government agencies $ - $ 285220 $ -0 % - $ 285,220
Municipal bonds - 1,126 - 365 1,491
Corporate bonds 5,107 132,786 2,000 - 139,893
Asset-backed securities - 55,843 35,047 51,162 142,052
International bonds - 1,183 - - 1,183
Total $ 5107 $ 476,158 $ 37,047 3 51,527 $ 569,839

Interest Rate Risk: As a means of managing its exposure to fair value losses arising from increasing interest rates, University
investment policy limits the average duration of the LP portfolio to three years and the LRP and CIF portfolios to six years. At June
30, 2022 and 2021, the University was in compliance with its investment policy with regard to average duration. University policy
does not address average duration of investments by investment type.

The University invests in asset-backed securities such as mortgage pass-through securities issued by U.S. Government agencies.

These securities are based on cash flows from interest payments on underlying mortgages. Therefore, they are sensitive to
prepayments by mortgagees, which may result from a decline in interest rates.
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The Standard & Poor’s credit ratings for fixed income investments at June 30, 2022 and 2021 were as follows:

June 30, 2022

Rating
Investment type AAA AA A BBB BB Below BB Not rated Total
U.S. Government agencies $ 3,218 $492459 $ - $ 1822 % -8 - % - $ 497,499
Municipal bonds - - - - - - 185 185
Corporate bonds - 14,276 108,536 109,903 - - 7,446 240,161
Asset-backed securities 70,653 27,233 4,431 15,980 - - 117,465 235,762
International bonds - - - - - - 127 127
Total $ 73,871 $533,968 $ 112,967 $127,705 $ - $ - $ 125223 $ 973,734
June 30, 2021
Rating
Investment type AAA AA A BBB BB Below BB Not rated Total
U.S. Government agencies  $ - $285220 $ -8 - 8 - % - % - $ 285220
Municipal bonds - 1,304 - - - - 187 1,491
Corporate bonds - 8,788 53,263 68,502 - - 9,340 139,893
Asset-backed securities 52,449 36,384 1,645 557 - - 51,017 142,052
International bonds 1,009 - - - - - 174 1,183
Total $ 53,458 $331,696 $ 54,908 $ 69,059 $ - $ - $ 60,718 $ 569,839

Credit Risk: While certain holdings are not individually rated, U.S. Treasury bonds and U.S. Government agencies securities are backed
by the full faith and credit of the U.S. government, which has an AA+ rating by Standard & Poor's. University policy does not address
credit risk by investment type. As a means of managing credit risk on its fixed income investments, University investment policy limits
portfolio average investment quality of all separately managed funds to AA and limits investments at time of purchase to the following
minimum ratings issued by nationally recognized statistical rating organizations by portfolio type as follows:

« LP portfolio - Short-term A1/P1, long-term BBB
* LRP portfolio - Short-term A2/P2, long-term B
« CIF portfolio - Short-term A2/P2, long-term BB

Concentration of Credit Risk: As a means of managing the concentration of credit risk, University investment policy limits the
concentration of investments as follows:

« LP portfolio — No more than 15% of the portfolio’s market value may be invested in dollar denominated foreign securities of
developed countries (i.e., no emerging markets). No more than 10% of the portfolio's market value will be invested in securities of
any single issuer, except those which are obligations of, or fully guaranteed as to both principal and interest by, the U.S.
Government or its agencies.

* LRP portfolio — No more than 10% of the portfolio’s market value may be invested in securities below BBB. No more than 10% of
the portfolio's market value may be invested in securities of any single issuer, except those which are obligations of, or fully
guaranteed as to both principal and interest by, the U.S. Government or its agencies.

« CIF portfolio — Investments are managed in accordance with asset allocation guidelines and manager guidelines established at
the time of manager appointment and consist of equities, real assets, limited partnerships, absolute return funds, and fixed income
assets.

As of June 30, 2022 and 2021, not more than 5% of the University’s total investments were invested in any one issuer except those
which are obligations of, or fully guaranteed as to both principal and interest by, the U.S. Government or its agencies.

Foreign Currency Risk: University investment policy limits foreign currency risk on its LRP portfolio to 30% of the portfolio's market value,
but does not address foreign risks for the LP or CIF portfolios. The University's exposure to foreign currency risk consisted of $7,881 in
investments denominated in British pounds sterling and $2,967 in investments denominated in euros at June 30, 2022. The University's
exposure to foreign currency risk consisted of $13,937 in investments denominated in British pounds sterling and $3,403 in investments
denominated in euros at June 30, 2021.
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The University categorizes its fair value measurements within the fair value hierarchy established by generally accepted accounting
principles. The following describes this hierarchy and the primary valuation methodologies used by the University for financial
instruments measured at fair value on a recurring basis:

Level 1: Quoted prices in active markets for identical assets or liabilities. Market-price data are generally obtained from
relevant exchanges or dealer markets.

Level 2: Inputs other than Level 1 that are observable either directly or indirectly, such as quoted prices in markets that are not
active, or other inputs that are observable or can be corroborated by observable market data for similar assets or liabilities.
Inputs are obtained from various sources, including market participants, dealers, and brokers.

Level 3: Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets
or liabilities.

In instances where inputs used to measure fair value fall into different levels in the above fair value hierarchy, fair value
measurements in their entirety are categorized based on the lowest level input that is significant to the valuation. The University's
assessment of the significance of particular inputs to these fair value measurements requires judgment and considers factors
specific to each asset or liability. Certain prior year amounts in the footnote have been reclassified for consistency with the current
year presentation.

The University's recurring estimated fair value of investments at June 30, 2022 and 2021, grouped by the valuation hierarchy
outlined above were as follows:

Fair value measurement at June 30, 2022 using:

Significant other Significant
Quoted prices in observable unobservable
active markets inputs inputs Net asset value Balance at
(Level 1) (Level 2) (Level 3) (NAV) June 30, 2022
Investments by fair value level:
Equity securities:
U.S. equities $ 303,794 $ - 8 - 8 858,478 $ 1,162,272
International equities 3,323 - - 46,862 50,185
Debt securities:
U.S Government agencies - 497,499 - - 497,499
Corporate bonds - 240,161 - - 240,161
International bonds - 127 - - 127
Municipal bonds - 185 - - 185
Asset-backed securities - 235,762 - - 235,762
Hedge funds - - - 726,434 726,434
Private investments - - 1,930 1,373,765 1,375,695
Real assets/Real estate - - 26,332 173,847 200,179
Money market and mutual funds 112,185 - - - 112,185
Funds held at MSU Foundation - - 20,546 - 20,546
Other investments - - 21,205 - 21,205
Total investments by fair
value level $ 419,302 $ 973,734  $ 70,013 $ 3,179,386 $ 4,642,435
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