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Report of Independent Certified Public Accountants 

The Board of Trustees 
Southwestern Baptist Theological Seminary 

We have audited the accompanying consolidated statement of financial position of Southwestern Baptist 
Theological Seminary (the Seminary) as of July 31, 2003, and the related consolidated statements of activities 
and cash flows for the year then ended These financial statements are the responsibility of the Seminary's 
management. Our responsibility is to express an opinion on these financial statements based on our audit. 
The prior year swnmarized comparative information has been derived from the Seminary's 2002 financial 
statements and in our report dated October 4, 2002, we expressed an unqualified opinion on those financial 
statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of the Seminary as of July 31, 2003, and the consolidated changes in its net 
assets and its consolidated cash flows for the year then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated October 3, 2003 on 
the Seminary's compliance and on internal control over financial reporting. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards and should be read in conjunction with 
this report in considering the results of our audit. 

Dallas, Texas 
October 3, 2003 
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1 ,lain Street 
Da11as, TX 75201 
T 214.561.2300 
F 214.561.2370 
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Southwestern Baptist Theological Seminary 

CONSOLIDATED STATElvffiNT OF FINANCIAL POSITION 

July 31, 2003 
(with comparative totals for 2002) 

Temporarily Permanently 2003 
ASSETS Unrestricted restricted restricted Total 

Cash and cash equivalents $ 5,930,622 $ 4,800 $ 11,279 $ 5,946,701 

Receivables, net 731,078 113,041 844,119 

Pledges receivable, net 752,631 544,811 1,297,442 

Other assets 564,863 1,000 565,863 

Investments 
Endowment funds 30,765,585 27,554,681 58,320,266 
Other 11,735,351 5,146,831 558,899 17,441,081 

42,500,936 5,146,831 28,113,580 75,761,347 

Investments held in trust by 
third parties at fair value 

Endowment funds 1,663,903 35,508,488 37,172,391 
Annuity funds 1,789,161 14,119,392 15,908,553 

3,453,064 49,627,880 53,080,944 

Due from (to) other funds (1,013,331) (576,688) 1,590,019 

Property, plant and equipment, net 57,522,676 6,465,309 63,987,985 

Total assets $106,236 844 $15 245 947 $ 80 001 610 $201,484 401 

2 

2002 
Total 

(as restated) 

$ 8,363,821 

821,691 

1,667,082 

452,634 

56,002,625 
18,484,792 
74,487,417 

36,314,588 
14,828,015 
51,142,603 

64,628,892 

$201 564140 



Southwestern Baptist Theological Seminary 

CONSOLIDATED STATE:MENT OF FINANCIAL POSITION - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

LIABILITIES AND Temporarily Permanently 2003 
NET ASSETS Unrestricted restricted restricted Total 

2002 
Total 

(as restated) 

Accounts payable $ 464,226 $ $ $ 464,226 $ 1,276,867 
Accrued salaries and benefits 552,172 552,172 623,517 
Deposits and agency funds 184,414 184,414 186,807 
Deferred income 426,667 426,667 612,312 
Annuity payment liability 1,771,589 1,771,589 1,654,365 
Accrued postretirement benefit 

obligation 16,485,102 16,485,102 15,063,458 
Accrued postemployment 

benefit obligation 346,899 346,899 289,320 

Total liabilities 18,459,480 1,771,589 20,231,069 19,706,646 

Net assets 
Unrestricted 

For current operations 4,532,549 4,532,549 5,252,087 
Designated for specific 

purposes 11,212,606 11,212,606 9,725,257 
Endowment 31,696,398 31,696,398 31,036,029 
Invested in property, plant 

and equipment 57,167,812 57,167,812 58,435,935 
Unfunded postretirement 

and postemployment 
benefits (16,832,001) (16,832,001) (15,352,778) 

Temporarily restricted 
Capital projects 2,545,202 2,545,202 2,975,615 
Scholarships 1,845,017 1,845,017 1,693,357 
Other 9,669,654 9,669,654 11,795,038 
Annuity and life income 

funds 1,186,074 1,186,074 1,264,526 
Permanently restricted 

Loan funds 1,533,949 1,533,949 1,540,204 
Annuity and life income 

funds 13,946,035 13,946,035 12,585,873 
Endowment funds 62,750,037 62,750,037 60,906,351 

Tota). net assets 87,777,364 15,245,947 78,230,021 181,253,332 181,857,494 

Total liabilities 
and net assets $106 236 844 $15 245 947 $8Q 001 610 $201484401 $201564140 

The accompanying notes are an integral part of this statement. 
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Southwestern Baptist Theological Seminary 

CONSOLIDATED STATE:rvIBNT OF ACTIVITIES 

Year ended July 31, 2003 
(with comparative totals for 2002) 

Temporarily Permanently 2003 2002 
Unrestricted restricted restricted Total Total 

(as restated) 

Revenues and other additions 
Tuition and fees $ 7,820,042 $ $ $ 7,820,042 $ 7,606,192 
Scholarships and fellowships (3,058,742) (3,058,742) (2,871,984) 
Gifts 

Cooperative program 10,074,507 10,074,507 10,883,990 
Student aid 2,225,746 2,225,746 2,282,909 
Endowment 20,575 1,117,757 1,138,332 1,764,813 
Other 495,425 314,564 133,408 943,397 9,434,434 

Investment return 4,943,702 510,107 (82,630) 5,371,179 (935,204) 
Auxiliary enterprises 5,101,683 5,101,683 5,206,599 
Change in value of third party 

trusts (872,373) 2,029,058 1,156,685 (8,023,638) 
Other 1,418,830 1,418,830 2,025,685 
Net assets released from 

restrictions 4,660,633 (4,660,633) 

Total revenues and other 
additions 31,476,655 (2,482,589) 3,197,593 32,191,659 27,373,796 

Expenses and other deductions 
Instructional 20,476,683 20,476,683 19,692,147 
Institutional support 2,772,078 2,772,078 2,117,935 
Student services 1,875,915 1,875,915 1,840,035 
Institutional advancement 1,977,476 1,977,476 1,931,796 
Auxiliary enterprises 5,693,669 5,693,669 5,868,871 

Total expenses and other 
deductions 32,795,821 32,795,821 31,450,784 

Change in net assets (1,319,166) (2,482,589) 3,197,593 (604,162) (4,076,988) 

Net assets at beginning of year 89,096,530 17,728,536 75,032,428 181,857,494 185,934,482 

Net assets at end of year $8:Z 777 364 $15 245 947 $78 230 Q21 $181253332 $181 857,494 

The accompanying notes are an integral part of this statement 
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Southwestern Baptist Theological Seminary 

CONSOLIDATED STATE11ENT OF CASH FLOWS 

Year ended July 31, 2003 

Cash flows from operating activities 
Change in net assets 

(with comparative totals for 2002) 

Adjustments to reconcile change in net assets to net cash 
provided by (used in) operating activities 

Depreciation 
(Gain) loss on sale of property, plant and equipment 
Contributions restricted for endowments and acquisition 

of long-term assets 
Noncash contributions 
Net unrealized losses on investments 
Net realized gains on investments 
Change in value of third party trusts 
Changes in operating assets and liabilities 

Receivables 
Pledges receivable 
Other assets 
Investments held in trust by third parties 
Accounts payable 
Other accrued liabilities 
Deferred income 
Annuity payment liability 
Accrued postretirement benefit obligation 
Accrued postemployment benefit obligation 

Net cash provided by (used in) operating activities 

Cash flows from investing activities 
Proceeds from sales and maturities of investments 
Purchase of investments 
Proceeds from sale of property, plant and equipment 
Purchase of property, plant and equipment 

Net cash used in investing activities 

Cash flows from financing activities 
Contributions restricted for endowments and acquisition 

oflong-term assets 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

$ 

2003 

(604,162) 

2,265,950 
260,851 

(1,485,720) 

1,288,915 
(1,594,858) 
(1,156,685) 

(22,428) 
369,640 

(113,229) 
(781,656) 
(812,641) 

(73,738) 
(185,645) 
117,224 

1,421,644 
57 579 

(1,048,959) 

1,012,479 
(1,980,466) 

(1,885,894) 

(2,853,881) 

1,485,720 

(2,417,120) 

8,363,821 

$ 5 946 701 

The accompanying notes are an integral part of this statement 
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2002 
(as restated) 

$(4,076,988) 

2,287,696 
(222,645) 

(2,712,689) 
(7,010,372) 
8,675,701 

(1,007,211) 
8,023,638 

(378,018) 
(89,385) 
(44,921) 

(2,744,518) 
715,743 
335,876 
178,335 
22,634 

872,289 
5,851 

2,831,016 

2,334,088 
(1,334,949) 

241,162 
(2,294,236) 

(1,053,935) 

2,712,689 

4,489,770 

3,874,051 

$ 8 363 821 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

July 31, 2003 
(with comparative totals for 2002) 

NOTE A- NATURE OF OPERATIONS 

Southwestern Baptist Theological Seminary (the Seminary) is a Texas nonprofit seminary chartered on 
March 14, 1908 to provide theological education for individuals engaging in Christian ministry. The 
Seminary's primary location is in Fort Worth, Texas. 

The Seminary is not organized for pecuniary profit and has no capital stock; it is fostered and supported 
by the Southern Baptist Convention and is an integrated auxiliary of that Convention. The Seminary is 
economically dependent on the Southern Baptist Convention and others for financial support. 

The Seminary is exempt from Federal income tax under Section 501 ( c) (3) of the Internal Revenue Code. 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Seminary consolidates the accounts of the Southwestern Baptist Seminary Devdopment Foundation 
(the Foundation), a Texas nonprofit corporation. The Foundation was formed to aid the Seminary in 
realizing its religious educational responsibility by acquiring and providing proper facilities and student 
housing to meet the needs of the Seminary. In the event of dissolution of the Foundation, any assets 
which it may have shall vest in the Seminary. 

The Foundation is exempt from federal income tax under Section 501 ( c) (3) of the Internal Revenue Code. 
All significant intercompany accounts and transactions have been eliminated. 

Basis of Presentation 

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

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations. 

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that may or will be 
met by actions of the Seminary and/ or the passage of time. 

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that will never 
lapse thus requiring the funds to be retained permanently. Generally, the donors of these assets permit 
the Seminary to use all or part of the income earned on rdated investments for general or specific 
purposes. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE:tvfENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited by 
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net ·assets. Gains and 
losses on investments and other assets or liabilities are reported as increases or decreases in unrestricted 
net assets unless their use is restricted by explicit donor stipulation or by law. Expirations of temporarily 
restricted net assets (i.e., the donor-stipulated purpose has been ful£Iled and/ or the stipulated time period 
has elapsed) are reported as reclassifications between the applicable classes of net assets. 

Contributions are recognized as revenues in the period when unconditional promises to give are received 
Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met Contributions of assets other than cash are 
recorded at their estimated fair value. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the 
contributions. An allowance for uncollectible receivables is provided based upon management's judgment 
including such factors as prior collection history, type of contribution and nature of fund-raising activity. 

Income and investment gains and losses of endowment and similar funds are reported as follows: 

• 

• 

as changes in permanently restricted net assets if the terms of the gift require that they be added to 
the principal of a permanent endowment fund; 

as changes in temporarily restricted net assets if the terms of the gift impose restrictions on the use of 
the income; 

as changes in unrestricted net assets in all other cases. 

Cash Equivalents 

The Seminary considers all highly liquid debt instruments purchased with maturities of three months or 
less to be cash equivalents. The carrying value of such instruments approximates fair value. 

Accounts Receivable 

The Seminary's accounts receivable are due primarily from donors and students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and 
are stated at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding 
beyond the beginning of the semester are considered past due. The Seminary determines its allowance by 
considering a number of factors, including the length of time student receivables are past due and the 
Seminary's previous loss history. The Seminary writes off accounts receivable when they become 
uncollectible, and payments subsequently received on such receivables are credited to the allowance for 
doubtful accounts. Students whose accounts are not current are not allowed to enroll in classes. 
Allowance for doubtful accounts for the years ended July 31, 2003 and 2002 was approximately $78,000 
and $85,000, respectively. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Investments 

Investments in debt, equity securities, and mineral rights are stated at fair value. The net realized and 
unrealized gains or losses of investments are reflected in the statement of activities. 

Annuity Funds 

The Seminary receives assets that will be divided between the Seminary and other beneficiaries upon the 
death of the donor. Investments held in these split-interest agreements are stated at market value. The 
net realized and unrealized gains or losses in market value of investments are reflected in the statement of 
activities as a change in value of third-party trusts. Liabilities under split-interest agreements are calculated 
based upon current actuarial assumptions. 

Investments Held in Trust by Third Parties 

Investments in trusts held by third parties are stated at fair value. The net realized and unrealized gains or 
losses in market value of investments are reflected in the statement of activities as a change in value of 
third party trusts. 

Financial Instruments 

The carrying value of receivables, investments, accounts payable and annuity liabilities in the statement of 
financial position approximate the fair value of those instruments because they are stated at market value 
or at present value using current discount rates. 

Property, Plant and Equipment 

Investment in property, plant and equipment is stated at cost at the date of acquisition or fair market 
value at the date of donation. Depreciation is provided for in amounts sufficient to relate the cost of 
depreciable assets over their estimated service lives ranging from five to forty years on a straight-line basis. 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional 
basis in the statement of activities. Accordingly, certain expenses have been allocated among the 
programs and supporting services benefited. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE:MENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Use of Estimates 

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

Comparative Financial Statements 

The consolidated financial statements include certain prior year summarized comparative informa.tion in 
total but not by net asset class. Such information does not include sufficient detail to constitute a 
presentation in conformity with accounting principles generally accepted in the United States of America. 
Accordingly, such information should be read in conjunction with the Seminary's consolidated financial 
statements for the year ended July 31, 2002, from which the summarized information was derived. 

NOTE C - PLEDGES RECEIVABLE 

Included in pledges receivable are the following unconditional promises to give: 

Capital projects 
Endowment 
Scholarships 
Other current operations 

Unconditional promises to give before allowance for 
uncollectibles and unamortized discount 

Less: allowance for uncollectible pledges 

Less: unamortized discount (at 1.2% to 6.5%) 

Net unconditional promises to give 

The maturity of pledges is as follows at July 31, 2003: 

Less than one year 
One to five years 
More than five years 

Total 

9 

Juli 31, 
2003 

$1,003,155 
646,940 

6,039 

1,656,134 
(332,157.) 

1,323,977 
(26,535) 

$1 227_ 442 

$1,265,161 
243,850 
147,123 

$1 656134 

2002 

$1,244,649 
518,433 

7,874 
322,951 

2,093,907 
(314,089) 

1,779,821 
(112,739) 

$1 667 Q82 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE:MENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTED - INVESTMENTS 

Investments consist of the following: 

Equity securities 
Fixed income 
Pooled investments 
Short-term investments 
Real estate mortgage loans 
Real estate 
Other 

July 31, 
2003 2002 

$11,227,460 
701,139 

59,119,416 
2,453,290 

505,380 
555,140 

1,199,522 

$75 761 347 

$11,797,776 
734,055 

49,912,646 
10,047,260 

505,380 
573,240 
917 060 

$74487.417 

Pooled investments consist of domestic and international equity securities, fixed income securities and 
short-term investments. 

The following schedule summarizes investment return: 

Dividend and interest income 
Net realized gains on investments 
Net unrealized losses on investments 

NOTE E - INTERFUND BORROWINGS 

Years ended July 31, 
2003 2002 

$5,065,236 
1,594,858 

(1,288,915) 

$ 5 371179 

$ 6,733,286 
1,007,211 

(8,675,701) 

$ (935 204) 

Interfund borrowings bear no interest and are to be repaid when funds • are available. Borrowings are 
recorded as assets in the funds advancing the monies and as liabilities in the funds receiving the monies. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTE F - PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following: 

July 31, 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 
Mobile home park 

Less accumulated depreciation 

Land 

NOTE G - EMPLOYEE BENEFITS 

Defined Contribution Retirement Plan 

2003 

$70,979,754 
10,660,523 
4,738,699 
5,918,683 

60724 
92,358,383 

(30, 793,83(!) 
61,564,547 
2,423,438 

$ 63 987 985 

2002 

$ 69,859,921 
11,208,325 
4,699,424 
5,749,599 

60,724 
91,577,993 

(29,372,539) 
62,205,454 
2,423,438 

$ 64 628 892 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by the Annuity Board of the Southern Baptist Convention under 
Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
10% of the participant's salary to the plan and also matches the participant's contributions up to a 
maximum of 5% of their salary. The Seminary's contribution for the years ended July 31, 2003 and 2002 
was approximately $1,055,000 and $1,008,000, respectively. 

Post:retirement and Postemplovment Benefits 

Although no formal plan exists, the Seminary has a practice of providing postretirement benefits to retired 
employees. The Seminary is not funding any past or future postretirement obligations, and future 
payments will be dependent upon sufficient funds being available to pay these obligations. Because the 
Seminary has paid benefits in the past, and intends to pay future benefits, the Seminary adopted St.atement 
of Financial Accounting St.andards (SF AS) No. 106, Emplqyers 'Accountingfor Postretirement Benefits Other Than 
Pensions, which requires the Seminary to accrue the estimated cost of retiree benefits other than pensions 
during the employee's active service period, and SFAS No. 112, Emplqyers' Accounting for Postemplqyment 
Benefits, which requires the Seminary to accrue the estimated cost of benefits provided by an employer to 
former or inactive employees after employment but before retirement. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE:MENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTE G - EMPLOYEE BENEFITS - Continued 

The following table sets forth the future obligation: 

Jul;y: 31, 

Benefit obligation 
Fair value of plan assets 

Future obligation 

Amount recognized in the statement of financial position 
as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of 

return on plan assets 
Rate of compensation increase 

2003 

$ 25,345,945 

$ 25 345 945 

$(16 832 001) 

$ 788128 

$ 788128 

$ 2 267 351 

6.0% 

N/A 
N/A 

2002 

$19,443,875 

$ 19 443 875 

$(15,352, 778) 

$ 678 064 

$ 678 064 

$ 1 556,204 

6.5% 

N/A 
N/A 

For measurement purposes, a 10% annual rate of increase in the per capita cost of covered health care 
benefits was assumed for preretirement coverage and 10% for postretirement coverage. These rates are 
expected to decrease 0.5% every year until they reach a target rate of 5%. 

NOTE H - FUND-RAISING ACTIVITIES 

Fund-raising expense for the years ended July 31, 2003 and 2002 was approximately $1,103,000 and 
$1,147,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE:MENTS - CONTINUED 

July 31, 2003 
(with comparative totals for 2002) 

NOTE I - COOPERATIVE PROGRAM 

The Seminary's primary source of revenue is the Southern Baptist Convention (SBC). Churches in the 
cooperative program contribute to the SBC, which passes funds to the Seminary and other institutions. 
For the years ended July 31, 2003 and 2002, the Seminary received approximately $10,100,000 and 
$10,900,000, respectively. 

NOTE J - COMMITMENTS 

The Seminary has a noncancelable lease for copier services expiring July 2006. The Seminary's future 
minimum lease payments under this lease agreement are as follows at July 31, 2003: 

Year 
ending 

July 31, 

2004 
2005 
2006 

$181,470 
181,470 
166,348 

$529 288 

Total rent expense for the years ended July 31, 2003 and 2002 was approximately $149,000 and $158,000, 
respectively. 

NOTE K - PRIOR PERIOD RESTATEMENT 

During the year ended July 31, 2003, management recorded prior period adjustments relating to medical 
self insurance and restricted contributions. Accordingly, the following restatements were made to net 
assets as of July 31, 2002: 

Temporarily Permanently 
Unrestricted restricted restricted Total 

Net assets at July 31, 2002, $88,949,530 $22,248,944 $74,774,186 $185,972,660 
as previously reported 

Restatement 147 000 (4,520,408) 258,242 (4,115,16(2) 

Net assets at July 31, 2002, 
restated $82 026 530 $17128536 $75 032428 $181857494 
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Grant Thornton, 
Accountants and Business Advisors 

Suite 500 

Report of Independent Certified Public Accountants 

The Board of Trustees 
Southwestern Baptist Theological Seminary 

We have audited the accompanying consolidated statements of financial position of Southwestern Baptist 
Theological Seminary and Subsidiary (the Seminary) as of July 31, 2004 and 2003, and the related 
consolidated statements of activities and cash flows for the years then ended. These financial statements are 
the responsibility of the Seminary's management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America as established by the Auditing Standards Board of the American Institute of CertiE.ed Public 
Accountants. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes consideration of 
internal control over financial statement reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Seminary's internal control over financial reporting. Accordingly, we express no such opinion. An audit 
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of the Seminary as of July 31, 2004 and 2003, and the consolidated changes in 
its net assets and its consolidated cash flows for the years then ended, in conformity with accounting 
principles generally accepted in the United States of America. 

As discussed in Note K to the financial statements, previously reported third party trusts, certain pledge 
receivables and net assets for the years ended July 31, 2002 and 2003 have been restated to reflect the 
appropriate valuation of split-interest agreements, including corrections of discount rates used in calculations 
of net present value, revaluation of trust assets to reflect liabilities to beneficiaries, adjustment for certain 
previously recorded agreements determined to be revocable, and restatement to reflect donor intent. 

Dallas, Texas 
October 6, 2004 

1 71 7 Main Street 
Dallas, TX 75201 
T 214.561.2300 
F 214.561.2370 
W www.grantthornton.com 

Grant Thornton LLP 
US Member of Grant Thornton International 



Southwestern Baptist Theological Seminary 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

July 31, 2004 

Temporarily Permanently 
ASSETS Unrestricted restricted restricted 

Cash and cash equivalents $ 6,078,797 $ 70,160 $ 17,571 

Receivables, net 623,435 33,960 81,391 

Pledges receivable, net 684,231 202,323 

Other assets 555,074 

Investments 
Endowment funds 34,561,822 25,940,319 
Other 16,067,250 5,409,528 922,772 

50,629,072 5,409,528 26,863,091 

Investments held in trust by 
third parties at fair value 

Endowment funds 1,433,299 38,044,768 
Annuity funds 1,752,003 5,193,077 

3,185,302 43,237,845 

Due from (to) other funds (1,471,462) (218,355) 1,689,817 

Property, plant and equipment, net 56,254,760 6,722,833 

Total assets $112 662 6:Z6 $15 88:Z 652 $72 022 038 

2 

2004 
Total 

$ 6,166,528 

738,786 

886,554 

555,074 

60,502,141 
22,399,550 
82,901,691 

39,478,067 
6,945,080 

46,423,147 

62,977,593 

$200 6:19 3:Z3 



Southwestern Baptist Theological Seminary 

CONSOLIDATED STATElvIBNT OF FINANCIAL POSITION 

July 31, 2003 
(As restated) 

Temporarily Permanently 
ASSETS Unrestricted restricted restricted 

Cash and cash equivalents $ 5,930,622 $ 4,800 $ 11,279 

Receivables, net 731,078 113,041 

Pledges receivable, net 752,631 199,311 

Other assets 564,863 1,000 

Investments 
Endowment funds 30,765,585 27,554,681 
Other 11,735,351 5,146,831 558,899 

42,500,936 5,146,831 28,113,580 

Investments held in trust by 
third parties at fair value 

Endowment funds 1,663,903 35,508,488 
Annuity funds 1,789,161 2,655,111 

3,453,064 38,163,599 

Due from (to) other funds (1,013,331) (576,688) 1,590,019 

Property, plant and equipment, net 57,522,676 6,465,309 

Total assets $106 236 844 $15 245 247 $ 68191 822 

3 

2003 
Total 

$ 5,946,701 

844,119 

951,942 

565,863 

58,320,266 
17,441,081 
75,761,347 

37,172,391 
4444272 

41,616,663 

63,987,985 

$182 6:Z4 620 



Southwestern Baptist Theological Seminary 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION - CONTINUED 

July 31, 2004 

LIABILITIES AND 
NET ASSETS 

Accounts payable 
Accrued salaries and benefits 
Deposits and agency funds 
Deferred income 
Accrued postretirement benefit 

obligation 
Accrued postemployment 

benefit obligation 

Total liabilities 

Net assets 
Unrestricted 

For current operations 
Designated for specific purposes 
Endowment 
Invested in property, plant 

and equipment 
Unfunded postretirement and 

postemployment benefits 
Temporarily restricted 

Capital projects 
Scholarships 
Other 
Annuity and life income funds 

Permanently restricted 
Loan funds 
Annuity and life income funds 
Endowment funds 

Total net assets 

Temporarily Permanently 
Unrestricted restricted restricted 

$ 527,369 $ $ $ 
721,552 
165,204 
877,062 

18,580,652 

493 856 

21,365,695 

5,380,868 
13,288,058 
35,557,834 

56,151,729 

(19,074,508) 

1,718,196 
2,042,944 

10,374,516 
1,752,003 

1,644,237 
5,580,853 

64,866,948 

91,303,981 15,887,659 72,092,038 

2004 
Total 

527,369 
721,552 
165,204 
877,062 

18,580,652 

493 856 

21,365,695 

5,380,868 
13,288,058 
35,557,834 

56,151,729 

(19,074,508) 

1,718,196 
2,042,944 

10,374,516 
1,752,003 

1,644,237 
5,580,853 

64,866,948 

179,283,678 

Total liabilities 
and net assets $112 662 676 $15 887 652 $72022038 $200 642 313 

The accompanying notes are an integral part of these statements. 
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Southwestern Baptist Theological Seminary 

CONSOLIDATED STATEJ\IBNT OF FINANCIAL POSITION - CONTINUED 

July 31, 2003 

LIABILITIES AND 
NET ASSETS 

Accounts payable 
Accrued salaries and benefits 
Deposits and agency funds 
Deferred income 
Accrued postretirement benefit 

obligation 
Accrued postemployment 

benefit obligation 

Total liabilities 

Net assets 
Unrestricted 

For current operations 
Designated for specific purposes 
Endowment 
Invested in property, plant 

and equipment 
Unfunded postretirement and 

postemployment benefits 
Temporarily restricted 

Capital projects 
Scholarships 
Other 
Annuity and life income funds 

Permanently restricted 
Loan funds 
Annuity and life income funds 
Endowment funds 

Total net assets 

(As restated) 

Temporarily Permanently 
Unrestricted restricted restricted 

$ 464,226 $ $ 
552,172 
184,414 
426,667 

16,485,102 

346 899 

18,459,480 

4,532,549 
11,212,606 
31,696,398 

57,167,812 

(16,832,001) 

2,545,202 
1,845,017 
9,669,654 
1,186,074 

1,533,949 
2,893,181 

63,764,699 

87 777 364 15,245,947 68,191,829 

2003 
Total 

$ 464,226 
552,172 
184,414 
426,667 

16,485,102 

346 899 

18,459,480 

4,532,549 
11,212,606 
31,696,398 

57,167,812 

(16,832,001) 

2,545,202 
1,845,017 
9,669,654 
1,186,074 

1,533,949 
2,893,181 

63,764,699 

171,215,140 

Total liabilities and 
net assets $106 236 844 $15 2:1:5 24:Z $68121 822 $182 674 62Q 

The accompanying notes are an integral part of these statements. 
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Southwestern Baptist Theological Seminary 

CONSOLIDATED STATE11ENT OF ACTIVITIES 

Year ended July 31, 2004 

Temporarily Permanently 2004 
Unrestricted restricted restricted Total 

Revenues and other additions 
Tuition and fees $ 8,313,190 $ $ $ 8,313,190 
Scholarships and fellowships (2,954,254) (2,954,254) 
Gifts 

Cooperative program 10,002,670 10,002,670 
Student aid 2,011,922 2,011,922 
Endowment 56,504 1,246,674 1,303,178 
Other 409,946 423,123 833,069 

Investment return 10,397,616 2,425,409 99,694 12,922,719 
Auxiliary enterprises 5,240,786 5,240,786 
Change in value of third-party 

trusts (439,670) 2,553,841 2,114,171 
Other 2,125,149 2,125,149 
Net assets released from 

restrictions 3,779,072 (3,779,072) 

Total revenues and other 
additions 37,370,679 641,712 3,900,209 41,912,600 

Expenses and other deductions 
Instructional 20,812,469 20,812,469 
Institutional support 3,013,296 3,013,296 
Student services 1,850,571 1,850,571 
Institutional advancement 2,238,736 2,238,736 
Auxiliary enterprises 5,928,990 5,928,990 

Total expenses and other 
deductions 33,844,062 33,844,062 

Change in net assets 3,526,617 641,712 3,900,209 8,068,538 

Net assets at beginning of year, 
as restated 87,777,364 15,245,947 68,191,829 171,215,140 

Net assets at end of year $21303 281 $15 887 659 $72 022 038 $172 283 678 

The accompanying notes are an integral part of these statements. 
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Southwestern Baptist Theological Seminary 

CONSOLIDATED STATE:MENT OF ACTIVITIES 

Revenues and other additions 
Tuition and fees 
Scholarships and fellowships 
Gifts 

Cooperative program 
Student aid 
Endowment 
Other 

Investment return 
Auxiliary enterprises 
Change in value of third party 

trusts 
Other 
Net assets released from restrictions 

Total revenues and other 
additions 

Expenses and other deductions 
Instructional 
Institutional support 
Student services 
Institutional advancement 
Auxiliary enterprises 

Total expenses and other 
deductions 

Change in net assets 

Net assets at beginning of year, 
as restated 

Net assets at end of year 

Year ended July 31, 2003 
(As restated) 

Temporarily 
Unrestricted restricted 

$ 7,820,042 $ 
(3,058,742) 

10,074,507 
2,225,746 

20,575 
495,425 314,564 

4,943,702 510,107 
5,101,683 

(872,373) 
1,418,830 
4,660,633 (4,660,633) 

31,476,655 (2,482,589) 

20,476,683 
2,772,078 
1,875,915 
1,977,476 
5,693,669 

32,795,821 

(1,319,166) (2,482,589) 

89,096,530 17,728,536 

$8:Z :z:z:z 36:1: $15 245 24:Z 

Permanently 
restricted 

$ 

1,117,757 
133,408 
(82,630) 

(7,663,634) 

(6,495,099) 

(6,495,099) 

74,686,928 

$68121 822 

The accompanying notes are an integral part of these statements. 
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2003 
Total 

$ 7,820,042 
(3,058,742) 

10,074,507 
2,225,746 
1,138,332 

943,397 
5,371,179 
5,101,683 

(8,536,007) 
1,418,830 

22,498,967 

20,476,683 
2,772,078 
1,875,915 
1,977,476 
5,693,669 

32,795,821 

(10,296,854) 

181,511,994 

$171215140 



Southwestern Baptist Theological Seminary 

CONSOLIDATED STATE11ENT OF CASH FLOWS 

Year ended July 31, 2004 

Cash flows from operating activities 
Change in net assets 
Adjustments to reconcile change in net assets to net cash 

provided by (used in) operating activities 
Depreciation 
Loss on sale of property, plant and equipment 
Contributions restricted for endowments and acquisition 

of long-term assets 
Net unrealized losses (gains) on investments 
Net realized gains on investments 
Change in value of third party trusts 
Changes in operating assets and liabilities 

Receivables 
Pledges receivable 
Other assets 
Investments held in trust by third parties 
Accounts payable 
Other accrued liabilities 
Deferred income 
Accrued postretirement benefit obligation 
Accrued postemployment benefit obligation 

Net cash provided by (used in) operating activities 

Cash flows from investing activities 
Proceeds from sales and maturities of investments 
Purchase of investments 
Proceeds from sales of property, plant and equipment 
Purchase of property, plant and equipment 

Net cash used in investing activities 

Cash flows from financing activities 
Contributions restricted for endowments and acquisition 

of long-term assets 

Net increase ( decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

2004 2003 
(as restated) 

$8,068,538 $(10,296,854) 

2,360,805 2,265,950 
87,446 260,851 

(1,669,797) (1,485,720) 
(4,668,563) 1,288,915 
(2,015,145) (1,594,858) 
(2,114,171) 8,536,007 

105,333 (22,428) 
65,388 369,640 
10,789 (113,229) 

(2,692,313) (664,432) 
63,143 (812,641) 

150,170 (73,738) 
450,395 (185,645) 

2,095,550 1,421,644 
146,957 57 579 

444,525 (1,048,959) 

898,037 1,012,479 
(1,354,673) (1,980,466) 

5,690 
(1,443,549) (1,885,894) 

(1,894,495) (2,853,881) 

1,669,797 1,485,720 

219,827 (2,417,120) 

5,946,701 8,363,821 

$ 6 166 528 $ 5 946 701 

The accompanying notes are an integral part of these statements. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

July 31, 2004 and 2003 

NOTE A- NATURE OF OPERATIONS 

Southwestern Baptist Theological Seminary (the Seminary) is a Texas nonprofit seminary chartered on 
:March 14, 1908, to provide theological education for individuals engaging in Christian ministry. The 
Seminary's primary location is in Fort Worth, Texas. 

The Seminary is not organized for pecuniary profit and has no capital stock; it is fostered and supported 
by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of that Convention. The 
Seminary is economically dependent on the SBC and others for financial support. 

The Seminary is exempt from Federal income tax under Section 501(c)(3) of the Internal Revenue Code. 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Seminary consolidates the accounts of the Southwestern Baptist Seminary Development Foundation 
(the Foundation), a Texas nonprofit corporation. The Foundation was formed to aid the Seminary in 
realizing its religious educational responsibility by acquiring and providing proper facilities and student 
housing to meet the needs of the Seminary. In the event of dissolution of the Foundation, any assets 
which it may have shall vest in the Seminary. 

The Foundation is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code. 
All significant intercompany accounts and transactions have been eliminated 

Basis of Presentation 

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

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations. 

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that may or will be 
met by actions of the Seminary and/ or the passage of time. When a restriction expires, temporarily 
restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities 
as net assets released from restrictions. 

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that will never 
lapse thus requiring the funds to be retained permanently. Generally, the donors of these assets permit 
the Seminary to use all or part of the income earned on related investments for general or specific 
purposes. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

July 31, 2004 and 2003 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited by 
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and 
losses on investments and other assets or liabilities are reported as increases or decreases in unrestricted 
net assets unless their use is restricted by explicit donor stipulation or by law. Expirations of temporarily 
restricted net assets (i.e., the donor-stipulated purpose has been ful£1led and/ or the stipulated time period 
has elapsed) are reported as reclassifications between the applicable classes of net assets. 

Contributions are recognized as revenues in the period when unconditional promises to give are received 
Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions of assets other than cash are 
recorded at their estimated fair value. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the 
contributions. An allowance for uncollectible receivables is provided based upon management's judgment 
including such factors as prior collection history, type of contribution and nature of fund-raising activity. 
Contribution received with donor-imposed restrictions that are met in the same year as received are 
reported as unrestricted revenues. 

Income and investment gains and losses of endowment and similar funds are reported as follows: 

• 

• 

• 

as changes in permanently restricted net assets if the terms of the gift require that they be added to 
the principal of a permanent endowment fund; 

as changes in temporarily restricted net assets if the terms of the gift impose restrictions on the use of 
the income; 

as changes in unrestricted net assets in all other cases . 

Cash Equivalents 

The Seminary considers all highly liquid debt instruments purchased with maturities of three months or 
less to be cash equivalents. The carrying value of such instruments approximates fair value. 

Accounts Receivable 

The Seminary's accounts receivable are due primarily from donors and students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and 
are stated at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding 
beyond the beginning of the semester are considered past due. The Seminary determines its allowance by 
considering a number of factors, including the length of ti.me student receivables are past due and the 
Seminary's previous loss history. The Seminary writes-off accounts receivable when they become 
uncollectible, and payments subsequently received on such receivables are credited to the allowance for 
doubtful accounts. Students whose accounts are not current are not allowed to enroll in classes. 

10 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE1IBNTS - CONTINUED 

July 31, 2004 and 2003 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Allowance for doubtful accounts for the years ended July 31, 2004 and 2003 was approximately $116,000 
and $72,000, respectively. 

Investments 

Investments in debt, equity securities, and mineral rights are stated at fair value. The net realized and 
unrealized gains or losses of investments are reflected in the statement of activities. 

Investments received by gift or bequest are carried at fair value at the date of acquisition. If fair value is 
not determinable at date of acquisition, the asset received by gift or bequest is recorded at a nominal value. 
Purchased investments or debt securities which are not marketable with readily determinable fair values 
are carried at cost unless there has been an impairment of value considered to be other than temporary. 

Investments Held in Trust by Third Parties 

The Seminary has split-interest agreements which are irrevocable charitable remainder trusts held by 
others and charitable gift annuities. At the dates these trusts are established, receivables and contribution 
revenues are recognized for the present value of the estimated future benefits to be received when the 
trust assets are distributed The receivables are adjusted during the term of the trusts for changes in the 
value of assets, accretions of the discount and other changes in the estimates of future benefits which are 
reflected in the statement of activities as a change in value of third-party trusts. Liabilities under split
interest agreements are calculated based upon current actuarial assumptions using a discount rate of 3.8% 
to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The 
present values of the estimated future cash receipts from the trusts (as measured by the fair value of the 
underlying investments at the Seminary's fiscal year end) are recognized as assets and contribution 
revenues at the dates the trusts are established Distributions from the trusts are recorded as endowment 
income and the carrying value of the assets is adjusted for changes in the estimates of future receipts. 

Financial Instruments 

The carrying value of receivables, investments, accounts payable and annuity liabilities in the statement of 
financial position approximate the fair value of those instruments because they are stated at market value 
or at present value using current discount rates. 

Property. Plant and Equipment 

Investment in property, plant and equipment is stated at cost at the date of acquisition or fair market 
value at the date of donation. Depreciation is provided for in amounts sufficient to relate the cost of 
depreciable assets over their estimated service lives ranging from five to forty years on a straight-line basis. 
Maintenance and repairs are charged to operations as incurred. Gains and losses on the disposal of 
property, plant and equipment are recorded in the period incurred 

11 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

July 31, 2004 and 2003 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional 
basis in the statement of activities. Accordingly, certain expenses have been allocated among the 
programs and supporting services benefited. 

Use of Estimates 

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

Reclassifications 

Certain prior year balances have been reclassified to conform to the current year presentation. 

NOTE C - PLEDGES RECEIVABLE 

Included in pledges receivable are the following unconditional promises to give: 

July 31, 

Capital projects 
Endowment 
Scholarships 

Unconditional promises to give before allowance for 
uncollectibles and unamortized discount 

Less: allowance for uncollectible pledges 

Less: unamortized discount (at 2.1% to 5.2%) 

Net unconditional promises to give 

12 

$ 

$ 

2004 

815,501 
242,515 

11,018 

1,069,034 
(160,355) 
908,679 
(22,125) 

886 554 

2003 
(as restated) 

$1,003,155 
301,440 

6 039 

1,310,634 
(332,157.) 
978,477 
(26,535) 

$ 251 2:12 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE1IBNTS - CONTINUED 

July 31, 2004 and 2003 

NOTE C - PLEDGES RECEIVABLE - Continued 

Changes in the Seminary's allowance for doubtful accounts related to pledge receivables are as follows: 

Beginning balance 
Bad debt provision 
Accounts written-off 

Ending balance 

The maturity of pledges is as follows at July 31, 2004: 

Less than one year 
One to five years 
More than five years 

Total 

Conditional pledges were approximately $3,800,000 at July 31, 2004 and 2003. 

NOTED - INVESTMENTS 

Investments consist of the following: 

Equity securities 
Fixed income 
Pooled investments 
Short-term investments 
Real estate mortgage loans 
Real estate 
Other 

2004 

$332,157 
88,065 

(259,861) 

$16Q 355 

$ 795,462 
239,112 

34460 

$1Q69034 

2003 

$314,086 
65,666 

(47,595) 

$33215:Z 

July 31, 
2004 2003 

$10,578,334 
785,643 

61,061,261 
7,859,779 

816,348 
545,088 

1,255,238 

$82 901 691 

$11,227,460 
701,139 

59,119,416 
2,453,290 

505,380 
555,140 

1,199,522 

$75 :Z61 347 

Pooled investments consist of domestic and international equity securities, fixed income securities and 
short-term investments. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

July 31, 2004 and 2003 

NOTED - INVESTMENTS - Continued 

The following schedule summarizes investment return: 

Dividend and interest income 
Net realized gains on investments 
Net unrealized gains (losses) on investments 

Investment fees are netted against investment return. 

NOTE E - INTERFUND BORROWINGS 

Years ended July 31, 
2004 2003 

$ 6,239,011 
2,015,145 
4,668,563 

$12 922719 

$5,065,236 
1,594,858 

(1,288,915) 

$ 5 371.179 

Interfund borrowings bear no interest and are to be repaid when funds are available. Borrowings are 
recorded as assets in the funds advancing the monies and as liabilities in the funds receiving the monies. 

NOTE F - PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/ microfilm 
Mobile home park 

Less accumulated depreciation 

Land 

14 

July 31, 
2004 

$ 71,531,526 
11,015,041 
4,785,642 
6,129,913 

60724 
93,522,846 

(32,968,691) 
60,554,155 
2,423,438 

$ 62 977 593 

2003 

$ 70,979,754 
10,660,523 
4,738,699 
5,918,683 

60724 
92,358,383 

(30,793,836) 
61,564,547 
2,423,438 

$ 63 987 985 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATEl'vffiNTS - CONTINUED 

July 31, 2004 and 2003 

NOTE G - EMPLOYEE BENEFITS 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by the Annuity Board of the Southern Baptist Convention under 
Internal Revenue Code Section 403(6) and Treasury regulations related thereto. The Seminary contributes 
10% of the participant's salary to the plan and also matches the participant's contributions up to a 
maximum of 5% of their salary. The Seminary's contribution for the years ended July 31, 2004 and 2003 
was approximatdy $1,089,000 and $1,055,000, respectivdy. 

Postretirement and Postemployment Benefits 

Although no formal plan exists, the Seminary has a practice of providing postretirement benefits to retired 
employees. The Seminary is not funding any past or future postretirement obligations, and future 
payments will be dependent upon sufficient funds being available to pay these obligations. Because the 
Seminary has paid benefits in the past, and intends to pay future benefits, the Seminary adopted Statement 
of Financial Accounting Standards (SF AS) No. 106, Emplqyers 'Accountingfor Postretirement Benefits Other Than 
Pensions, which requires the Seminary to accrue the estimated cost of retiree benefits other than pensions 
during the employee's active service period, and SPAS No. 112, Employers' Accountingfor Postemplqyment 
Benefits, which requires the Seminary to accrue the estimated cost of benefits provided by an employer to 
former or inactive employees after employment but before retirement. 

The following table sets forth the future obligation: 

Benefit obligation 
Fair value of plan assets 

Future obligation 

Amount recognized in the statement of financial position 
as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of 

return on plan assets 
Rate of compensation increase 

15 

July 31, 
2004 2003 

$ 25,266,879 $ 25,345,945 

$ 25 266 879 $ 25 345 945 

$ (19 074 508) $(16 832 001) 

$ 982 208 $ 788128 

$ 982 208 $ 788128 

$ 3 224 715 $ 2 267 351 

6.25% 6.0% 

N/A N/A 
N/A N/A 



Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATENIENTS - CONTINUED 

July 31, 2004 and 2003 

NOTE G - EMPLOYEE BENEFITS - Continued 

For measurement purposes, a 9.5% and 10.0% annual rate of increase in the per capita cost of covered 
health care benefits was assumed for preretirement coverage and 9.5% and 10.0% for postretirement 
coverage for July 31, 2004 and 2003, respectively. As of July 31, 2004 and 2003, respectively, these rates 
are expected to decrease 0.75% and 0.50% every year until they reach a target rate of 5%. 

The following pension benefit payments are expected to be paid in the following fiscal years: 

2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2014 

NOTE H - FUND-RAISING ACTIVITIES 

$1,176,441 
1,251,758 
1,317,379 
1,411,505 
1,460,246 
8,678,270 

Fund-raising expense for the years ended July 31, 2004 and 2003 was approximately $1,251,000 and 
$1,103,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 

NOTE I - COOPERATIVE PROGRAM 

The Seminary's primary source of revenue is from the SBC. Churches in the cooperative program 
contribute to the SBC, which passes funds to the Seminary and other institutions. For the years ended 
July 31, 2004 and 2003, the Seminary received approximately $10,003,000 and $10,100,000, respectively. 

NOTE J - COMMITMENTS 

The Seminary has a noncancelable operating lease for copier services expiring July 2006. The Seminary's 
future minimum lease payments under this lease agreement are as follows at July 31, 2004: 

Year 
ending 

July 31, 

2005 
2006 

$181,470 
166,348 

$347 818 

Total rent expense for the years ended July 31, 2004 and 2003 was approximately $184,000 and $149,000, 
respectively. 
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Southwestern Baptist Theological Seminary 

NOTES TO CONSOLIDATED FINANCIAL STATE11ENTS - CONTINUED 

July 31, 2004 and 2003 

NOTE K- PRIOR PERIOD RESTATEMENT 

Certain restatements have been made to the 2002 and 2003 net assets. These restatements related to the 
valuation of split-interest agreements, including correction of discount rates used in calculations of net 
realizable value, revaluation of trust assets to reflect liabilities to beneficiaries, adjustment for certain 
previously recorded agreements determined to be revocable, and restatement to reflect donor intent. 
These restatements are as follows: 

Temporarily Permanently 
Unrestricted restricted restricted Total 

Net assets at July 31, 2002, $88,949,530 $22,248,944 $74,774,186 $185,972,660 
as previously reported 

Restatement 147 000 (4,520,408) (87,258) (4,460,666) 

Net assets at July 31, 2002, as 
restated 89,096,530 17,728,536 74,686,928 181,511,994 

Restatement (1,319,166) (2,482,589) (6,495,099) (10,296,854) 

Net assets at July 31, 2003, as 
restated $8:Z :Z:Z7. 361 $15 245 24:Z $68121 822 $171215 HQ 
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RATLIFF & SOMMERVILLE, P.C. 
Certified Public Accountants 

INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statement of financial position of Southwestern 
Baptist Theological Seminary (the "Seminary'')(a Texas not-for-profit corporation) as of July 31, 2005, 
and the related consolidated statements of activities, and cash flows for the year then ended. These 
financial statements are the responsibility of the Seminary's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. The consolidated financial 
statements of the Seminary as of July 31, 2004, were audited by other auditors whose report dated 
October 6, 2004, expressed an unqualified opinion on those statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We 
believe our audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 
2005, and the changes in its net assets and its cash flows for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 

October 7, 2005 

1600 E. Pioneer Parkway, Suite 520 • Arlington, TX 76010 • (817) 795-5046 • Fax (817) 795-5516 
(972) 642-8488 (Dallas) • Fax (972) 642-4823 (Dallas) 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Financial Position 
July 31, 2005 

Temporarily Permanently 
ASSETS Unrestricted Restricted Restricted Total 

Cash and cash equivalents $ 5,490,627 $ 70,160 $ 17,630 $ 5,578,417 

Accounts receivable, net 780,821 33,960 95,988 910,769 

Pledges receivable, net 161,955 102,701 104,762 369,418 

Other assets 591,315 591,315 

Investments 
Endowment funds 40,420,886 26,099,256 66,520,142 
Other 17,901,048 4,421,802 601,097 22,923,947 

58,321,934 4,421,802 26,700,353 89,444,089 

Investments held in trust by third parties 
Endowment funds 1,504,859 44,467,281 45,972,140 
Annuity funds 472,991 4,858,858 5,331,849 

1,977,850 49,326,139 51,303,989 ~ 

Due from (to) other funds (7,036,290) 5,084,243 1,952,047 

Property, plant and equipment, net 56,459,695 6,617,479 63,077,174 

Total assets $ 114,770,057 $ 18,308,195 $ 78,196,919 $ 211,275,171 

LIABILITIES AND NET ASSETS 

Accounts payable $ 735,193 $ $ $ 735,193 

Accrued salaries and benefits 533,314 533,314 

Deposits and agency funds 171,229 171,229 

Deferred income 801,148 801,148 

Accrued postretirement benefit obligation 20,539,425 20,539,425 

Accrued postemployment benefit obligation 527,590 527,590 

Total liabilities 23,307,899 23,307,899 

Net Assets 
Unrestricted 91,462,158 91,462,158 

Temporarily restricted 18,308,195 18,308,195 

Permanently restricted 78,196,919 78,196,919 

Total net assets 91,462,158 18,308,195 78,196,919 187,967,272 

Total liabilities and net assets $ 114,770,057 $ 18,308,195 $ 78,196,919 $ 211,275,171 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Financial Position 
July 31, 2004 

Temporarily Permanently 
ASSETS Unrestricted Restricted Restricted Total 

Cash and cash equivalents $ 6,078,797 $ 70,160 $ 17,571 $ 6,166,528 

Accounts receivable, net 623,435 33,960 81,391 738,786 

Pledges receivable, net 684,231 202,323 886,554 

Other assets 555,074 555,074 

Investments 
Endowment funds 34,561,822 25,940,319 60,502,141 
Other 16,067,250 5,409,528 922,772 22,399,550 

50,629,072 5,409,528 26,863,091 82,901,691 

Investments held in trust by third parties 
Endowment funds 1,433,299 38,044,768 39,478,067 
Annuity funds 1,752,003 5,193,077 6,945,080 

3,185,302 43,237,845 46,423,147 

Due from (to) other funds (1,471,462) (218,355) 1,689,817 

Property, plant and equipment, net 56,254,760 6,722,833 62,977,593 

Total assets $ 112,669,676 $ 15,887,659 $ 72,092,038 $ 200,649,373 

LIABILITIES AND NET ASSETS 

Accounts payable $ 527,369 $ $ $ 527,369 

Accrued salaries and benefits 721,552 721,552 

Deposits and agency funds 165,204 165,204 

Deferred income 877,062 877,062 

Accrued postretirement benefit obligation 18,580,652 18,580,652 

Accrued postemployment benefit obligation 493,856 493,856 

Total liabilities 21,365,695 21,365,695 

Net Assets 
Unrestricted 91,303,981 91,303,981 

Temporarily restricted 15,887,659 15,887,659 

Permanently restricted 72,092,038 72,092,038 

Total net assets 91,303,981 15,887,659 72,092,038 179,283,678 

Total liabilities and net assets $ 112,669,676 $ 15,887,659 $ 72,092,038 $ 200,649,373 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Activities 
For the Year Ended July 31, 2005 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Revenues and other additions 
Tuition and fees $ 8,059,203 $ $ $ 8,059,203 

Scholarships and fellowships (3,021,973) (3,021,973) 

Gifts 
Cooperative program 9,981,586 9,981,586 

Student aid 2,020,609 2,020,609 

Endowment 16,444 780,210 796,654 

Other 213,455 888,413 1,101,868 

Investment return 8,739,487 2,637,300 11,376,787 

Auxiliary enterprises 5,339,248 5,339,248 

Change in value of third-party trusts 5,324,271 5,324,271 

Other 1,743,075 24,364 400 1,767,839 

Net assets released from restriction 3,150,150 (3,150,150) 

34,220,675 2,420,536 6,104,881 42,746,092 

Expenses and other deductions 
Instructional 21,378,940 21,378,940 

Institutional support 2,825,971 2,825,971 

Student services 1,913,050 1,913,050 

Institutional advancement 1,814,442 1,814,442 

Auxiliary enterprises 6,130,095 6,130,095 

Total operating expenses 34,062,498 34,062,498 

Change in net assets 158,177 2,420,536 6,104,881 8,683,594 

Net assets at beginning of the year 91,303,981 15,887,659 72,092,038 179,283,678 

Net assets at end of the year $ 91,462,158 $ 18,308,195 $ 78,196,919 $ 187,967,272 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Activities 
For the Year Ended July 31, 2004 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Revenues and other additions 
Tuition and fees $ 8,313,190 $ $ $ 8,313,190 

Scholarships and fellowships (2,954,254) (2,954,254) 

Gifts 
Cooperative program 10,002,670 10,002,670 

Student aid 2,011,922 2,011,922 

Endowment 56,504 1,246,674 1,303,178 

Other 409,946 423,123 833,069 

Investment return 10,397,616 2,425,409 99,694 12,922,719 

Auxiliary enterprises 5,240,786 5,240,786 

Change in value of third-party trusts (439,670) 2,553,841 2,114,171 

Other 2,125,149 2,125,149 

Net assets released from restriction 3,779,072 {3,779,072) 

37,370,679 641,712 3,900,209 41,912,600 

Expenses and other deductions 
Instructional 20,812,469 20,812,469 

Institutional support 3,013,296 3,013,296 

Student services 1,850,571 1,850,571 

Institutional advancement 2,238,736 2,238,736 

Auxiliary enterprises 5,928,990 5,928,990 

Total operating expenses 33,844,062 33,844,062 

Change in net assets 3,526,617 641,712 3,900,209 8,068,538 

Net assets at beginning of the year 87,777,364 15,245,947 68,191,829 171,215,140 

Net assets at end of the year $ 91,303,981 $ 15,887,659 $ 72,092,038 $ 179,283,678 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2005 and 2004 

2005 2004 
Cash Flows from Operating Activities 

Increase in Net Assets $ 8,683,594 $ 8,068,538 
Adjustments to reconcile increase in net assets 
to net cash provided by operating activities 

Depreciation 2,138,908 2,360,805 
Loss on retirement of assets (17,435) 87,446 
Contributions restricted for endowment and acquisition 

of long-term assets (1,668,623) (1,669,797) 
Net unrealized gains on investments (4,025,038) (4,668,563) 
Net realized gains on investments (1,633,121) (2,015,145) 
Change in value of third party trusts (5,324,271) (2,114,171) 
Decrease (increase) in operating assets: 

Receivables (171,983) 105,333 
Pledges receivable 517,136 65,388 
Other assets (36,241) 10,789 
Investments held in trust by third parties 443,429 (2,692,313) 

Increase (decrease) in operating liabilities: 
Accounts payable 207,824 63,143 
Other accrued liabilities (188,238) 150,170 
Deferred income (69,889) 450,395 
Accrued postretirement benefit obligation 1,958,773 2,095,550 
Accrued postemployment benefit obligation 33,734 146,957 

Net cash provided by operating activities 848,559 444,525 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 717,827 898,037 
Purchase of investments (1,602,066) (1,354,673) 
Proceeds from sales of property, plant and equipment 5,690 
Purchase of property, plant and equipment (2,221,054) (1,443,549) 

Net cash utilized by investing activities (3,105,293) (1,894,495) 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition oflong-term assets 1,668,623 1,669,797 

Net increase (decrease) in cash and cash equivalents (588,111) 219,827 

Cash and cash equivalents at beginning of year 6,166,528 5,946,701 

Cash and cash equivalents at end of year $ 5,578,417 $ 6,166,528 

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



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements 

July 31, 2005 and 2004 

1 - Nature of Organization 

Page7 

Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a non-profit religious organization. The Seminary's primary activities are to provide theological 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for fmancial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation (the "Foundation"), a Texas nonprofit corporation. The Foundation was formed to aid 
the Seminary in realizing its religious educational responsibility by acquiring and providing proper facilities and 
student housing to meet the needs of the Seminary. In the event of dissolution of the Foundation, any assets which 
it may have shall vest in the Seminary. The Foundation is exempt from federal income tax under Section 50l(c)(3) 
of the Internal Revenue Code. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated fmancial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is 
received, the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as additional 
contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An allowance for 
uncollectible receivables is provided based upon management's judgment including such factors as prior collection 
history, type of contribution and nature of fund raising activity. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2005 and 2004 

2 - Summary of Significant Accounting Policies ( continued) 

Page 8 

Recognition of Donor Restrictions (continued) - Income and investment gains and losses on endowment and 
similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed 
services are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets 
or (b) require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized 
as revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2005 and 
2004. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees in theology, evangelism and 
missions, church music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 

Concentration of Credit Risk - Financial instruments that potentially subject the Seminary to credit risk include 
cash on deposit with a financial institution exceeding $100,000 at various times during the year. The U.S. Federal 
Deposit Insurance Corporation insures amounts for up to $100,000. 
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Notes to Consolidated Financial Statements (Continued) 

July 31, 2005 and 2004 

2 - Summary of Significant Accounting Policies ( continued) 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2005 and 
2004 was approximately $187,000 and $116,000, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the statement of activities. Investments received by gift 
or bequest are recorded at fair value at the date of acquisition. If fair value is not determinable at date of 
acquisition, assets received by gift or bequest are recorded at a nominal value until such time as the fair value is 
determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

Investments Held in Trust by Third Parties - The Seminary has split-interest agreements which are irrevocable 
charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are established, 
assets and contribution revenues are recognized for the present value of the estimated future benefits to be received 
when the trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the 
value of assets, accretions of the discount and other changes in the estimates of future benefits which are reflected 
in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest agreements 
are calculated based upon current actuarial assumptions using a discount rate of 3.8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present 
values of the estimated future cash receipts from the trusts (as measured by the fair value of the underlying 
investments at the Seminary's fiscal year end) are recognized as assets and contribution revenues at the dates the 
trusts are established. Distributions from the trusts are recorded as endowment income and the carrying value of 
the assets is adjusted for changes in the estimates of future receipts. 

Property Plant, and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than 
$3,000. Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when 
incurred. Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 - 40 years 
3 - 10 years 

10 years 
20 years 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 
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Notes to Consolidated Financial Statements (Continued) 

July 31, 2005 and 2004 

2 - Summary of Significant Accounting Policies ( continued) 
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Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. The Seminary's policy is to recognize the cost of compensated absences when earned 
by employees. 

Income Tax Status - The Seminary is a not-for-profit organization that is exempt from federal income taxes under 
Section 50l(c)(3) of the Internal Revenue Code as other than a private foundation. The Seminary is subject to 
unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated business 
income tax. 

3 - Pledges Receivable 

Pledges receivable at July 31, 2005 and 2004 consist of the following unconditional promises to give: 

2005 2004 

Capital projects $ 775,945 $ 815,501 
Endowment 306,444 242,515 
Scholarships 23,198 11,018 

1,105,587 1,069,034 
Less: allowance for uncollectible pledges (719,122) (160,355) 

386,465 908,679 
Less: unamortized discount (at 2.1 % to 5.2%) (17,047) (22,125) 

Net unconditional promises to give $ 369,418 $ 886,554 

Changes in the Seminary's allowance for doubtful accounts related to pledge receivables are as follows: 

Beginning balance 

Bad debt provision 
Accounts written off 

Ending balance 

The maturity of pledges is as follows at July 31, 2005: 

Less than one year 
One to five years 
More than five years 
Total 

$ 

$ 

2005 2004 

160,355 $ 332,157 

558,767 88,065 
(259,867) 

719,122 $ 

$ 848,951 
238,206 

18,430 
$1,105,587 

160,355 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following at July 31: 

2005. 

Domestic equity securities 
Fixed income 
International equity securities 
Short-term investments 
Oil and gas interests 
Real estate 
Other 

$51,068,500 
22,147,534 
12,440,733 

614,276 
1,879,915 
1,284,056 

9 075 

$44,912,151 
22,314,926 
10,543,674 
2,325,254 
1,450,607 
1,340,550 

14,529 

$ 89,444,089 $ 82.901,691 

Certain classifications of investments in 2004 were reclassified to conform to the classifications used in 

The following schedule summarizes investment return for the years ended July 31: 

Dividend and interest income 
Net realized gains on investments 
Net unrealized gains on investments 

Investment fees are netted against investment return. 

2005 2004 

$ 5,718,628 
1,633,121 
4,025,038 

$ 6,239,011 
2,015,145 
4,668,563 

$11,376,787 $12,922,719 

5 - Property and Equipment 

Property and equipment at July 31, 2005 and 2004 consist of the following: 

Land 
Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

Less: accumulated depreciation 

Total 

2005 

$ 2,423,438 
72,651,342 
12,144,181 
4,858,380 
6,350,119 

98,427,460 
(35,350,286) 

$ 63,077,174 

2004 

$ 2,423,438 
71,531,526 
11,015,041 
4,846,366 
6,129,913 

95,946,284 
(32,968,691) 

$ 62,977.593 
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The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
10% of the participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% 
of their salary. The Seminary's contribution for the years ended July 31, 2005 and 2004 was approximately 
$966,890 and $1,089,000, respectively. 

Postretirement and Postemployment Benefits 

Although no formal plan exists, the Seminary has a practice of providing postretirement benefits to retired 
employees. The Seminary does not fund past or future postretirement obligations, and future payments will be 
dependent upon sufficient funds being available to pay these obligations. Because the Seminary has paid benefits 
in the past, and intends to pay future benefits, the Seminary accrues the estimated cost of retiree benefits other than 
pensions during the employee's service period, and the estimated cost of benefits provided by an employer to 
former or inactive employees after employment but before retirement. 

The following table sets forth the future obligations at July 31: 

Benefit obligation 
Fair value of plan assets 

Future obligation 

Amount recognized in the statement of fmancial 
position as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of return on plan assets 
Rate of compensation increase 

2005 

$ 21,420,268 

$21,420,268 

$(21,067,015) 

$ 1,012,019 

$ 1,012,019 

$ 3,004,526 

5.25% 
NIA 
NIA 

2004 

$ 25,266,879 

$25,266,879 

$09.074.508) 

$ 982,208 

$ 982,208 

$ 3.224,715 

6.25% 
NIA 
NIA 

For measurement purposes, a 9.5% and 10.0% annual rate of increase in the per capital cost of covered 
health care benefits was assumed for preretirement coverage and 9.5% and 10.0% for postretirement coverage for 
July 31, 2005 and 2004, respectively. As of July 31, 2005 and 2004, these rates are expected to decrease 0.75% 
and 0.50%, respectively, every year until they reach a target rate of 5%. 
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Notes to Consolidated Financial Statements (Continued) 

July 31, 2005 and 2004 

6 - Employee Benefits (continued) 

The following pension benefit payments are expected to be paid in the following fiscal years: 

2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2015 

7 - Net Assets 

Unrestricted net assets at July 31, 2005 and 2004 consist of the following: 

2005 

For current operations $ 2,787,601 
Designated for specific purposes 8,775,701 
Endowment 44,506,176 
Invested in property, plant and equipment 56,459,695 
Unfunded postretirement and 

postemployment benefits (21,067,015) 

Total $ 91,462,158 

Temporarily restricted net assets consist of the following: 

Capital projects $ 4,733,846 
Scholarships 2,268,097 
Other 10,833,261 
Annuity and life income funds 472 991 

Total $ 18,308,195 

Permanently restricted net assets consist of the following: 

Loan funds $ 1,683,134 
Annuity and life income funds 4,858,858 
Endowment funds 71,654,927 

Total $ 78,196,919 

8 - Fund-Raising Activities 

$ 

$ 1,025,347 
1,007,268 
1,018,459 
1,050,672 
1,140,081 
6,283,174 

2004 

5,380,868 
13,288,058 
35,557,834 
56,151,729 

(19,074,508) 

$ 91,303,981 

$ 1,718,196 
2,042,944 

10,374,516 
1,752,003 

$ 15,887,659 

$ 1,644,237 
5,580,853 

64,866,948 

$ 72,092,038 
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Fund-raising expense for the years ended July 31, 2005 and 2004 was approximately $1,217,000 and 
$1,251,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 
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July 31, 2005 and 2004 

9 - Cooperative Program 

Page 14 

The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
approximately $9,982,000 and $10,003,000 from the SBC for the years ended July 31, 2005 and 2004, 
respectively. 

10 - Lease Commitments 

The Seminary has a noncancelable operating lease for copier services expiring November 2010. The 
Seminary's future minimum lease payments under this lease agreement are as follows for the years ended July 31: 

2006 $ 243,600 
2007 245,500 
2008 247,500 
2009 223,500 
2010 70 500 

Future minimum lease payments $ 1,030,600 
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RATLIFF & SOMMERVILLE, P.C. 
Certified Public Accountants 

INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial pos1t1on of 
Southwestern Baptist Theological Seminary (the "Seminary") (a Texas non-profit corporation) as of July 
31, 2006 and 2005, and the related consolidated statements of activities, and cash flows for the years then 
ended. These financial statements are the responsibility of the Seminary's management. Our 
responsibility is to express an opinion on these financial statements based on our audit. The prior year's 
summarized comparative information has been derived from the Seminary's 2005 financial statements 
and, in our report dated October 7, 2005, we expressed an unqualified opinion on those financial 
statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We 
believe our audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 
2006 and 2005, and the changes in its net assets and its cash flows for the years then ended in conformity 
with accounting principles generally accepted in the United States of America. 

October 6, 2006 

1600 E. Pioneer Parkway, Suite 520 • Arlington, TX 76010 • (817) 795-5046 • Fax (817) 795-5516 
(972) 642-8488 (Dallas) • Fax (972) 642-4823 (Dallas) 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Financial Position 
July 31, 2006 and 2005 

Temporarily Pennanently 2006 2005 
ASSETS Unrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 2,770,832 $ 70,252 $ 17,630 $ 2,858,714 $ 5,578,417 

Accounts receivable, net 1,306,650 33,959 145,562 1,486,171 910,769 

Other assets 600,605 600,605 960,733 

Investments 
Endowment funds 35,366,895 35,111,220 70,478,115 66,520,142 
Other 16,157,308 2,556,032 689,944 19,403,284 22,923,947 

51,524,203 2,556,032 35,801,164 89,881,399 89,444,089 

Investments held in trust by third parties 
Endowment funds 1,220,626 48,083,395 49,304,021 45,972,140 
Annuity funds 58,886 4,511,847 4,570,733 5,331,849 

1,279,512 52,595,242 53,874,754 51,303,989 

Due from (to) other funds (7, I 08,250) 5,728,125 1,380,125 

Property, plant and equipment, net 57,523,563 6,618,987 
-- --··-

_ 64,142,550 _____fil,_077, 174 

Total assets $ 106,617,603 $ 16,286,867 $ 89,939,723 ~ 212,844,193 $211,275,171 

LIABILITIES AND NET ASSETS 

Accounts payable $ 653,239 $ $ $ 653,239 $ 735,193 

Accrued salaries and benefits 170,576 170,576 533,314 

Deposits and agency funds 192,022 192,022 171,229 

Deferred income 535,923 535,923 801,148 

Accrued postretirement benefit obligation 22,133,460 22,133,460 20,539,425 

Accrued postemployment benefit obligation 465_, 767 465,767 51_1,590 

Total liabilities 24,150,987 24,150,987 23,307,899 

Net Assets 
Unrestricted 82,466,616 82,466,616 83,936,358 

Temporarily restricted 16,286,867 16,286,867 18,308,195 

Permanently restricted 89,939, 71,3 ll2_,939,723 _1'.5,722,719 

Total net assets 82,466,616 16,286,867 89,939,723 188,693,206 _ 187,967,272 

Total liabilities and net assets $ 106,617,603 $ 16,286,867 $ 89,939,723 $212,844,193 $211,275,171 

The accompanying notes are an integral part of these.financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Activities 
For the Years Ended July 31, 2006 and 2005 

Temporarily Permanently 2006 2005 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 8,896,972 $ $ $ 8,896,972 $ 8,059,203 

Scholarships and fellowships (2,846,261) (2,846,261) (3,021,973) 

Gifts 
Cooperative program 9,652,412 - 9,652,412 9,981,586 

Student aid 2,067,721 2,067,721 2,020,609 

Endowment - 3,169,681 3,169,681 796,654 

Other 103,442 1,031,428 1,134,870 1,101,868 

Investment return 7,597,620 1,361,630 8,959,250 11,376,787 

Auxiliary enterprises 6,017,994 6,017,994 5,339,248 

Change in value of third-party trusts 1,046,473 1,046,473 5,324,271 

Other 1,805,761 18,965 850 1,825,576 1,767,839 

Net assets released from restriction 61501,072 (6,501,072) 

37,729,012 (2,021,328) ~4,217,004 39,9_2_4,688_ _!2_,746,092 
Expenses and other deductions 

Instructional 21,306,363 21,306,363 21,378,940 

Institutional support 7,189,362 - 7,189,362 2,825,971 

Student services 1,923,926 1,923,926 1,913,050 

Institutional advancement 2,201,926 2,201,926 1,814,442 

Auxiliary enterprises -· 6,577,177 
~-~--

6,577,177 _ ~ 13 ~ 09 5 

Total operating expenses 39,198,754 - 39,198,754 34,062,498 

Change in net assets (1,469,742) (2,021,328) 4,217,004 725,934 8,683,594 

Net assets at beginning of the year 83,936,358 18,308,195 - 85,722,712. 187,9_67,272 1]9,28J,678 

Net assets at end of the year $ 82,466,616 $ 16,286,867 $ 89,9_39,72]_ $ 18~693,~6 $ 187,967,272 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2006 and 2005 

2006 2005 
Cash Flows from Operating Activities 

Increase in Net Assets $ 725,934 $ 8,683,594 
Adjustments to reconcile increase in net assets 
to net cash provided by operating activities 

Depreciation 2,487,764 2,138,908 
Loss (gain) on retirement of assets 277,189 (17,435) 
Contributions restricted for endowment and acquisition 

oflong-tenn assets (3,890,295) (1,668,623) 
Net unrealized gains on investments (2,069,427) (4,025,038) 
Net realized gains on investments (1,267,706) (1,633,121) 
Change in value of third party trusts (1,046,473) (5,324,271) 
Decrease (increase) in operating assets: 

Receivables (575,402) (171,983) 
Pledge receivables 369,418 517,136 
Other assets (9,290) (36,241) 
Investments held in trust by third parties (1,524,292) 443,429 

Increase (decrease) in operating liabilities: 
Accounts payable (81,954) 207,824 
Other accrued liabilities (362,738) (188,238) 
Deferred income (244,432) (69,889) 
Accrued postretirement benefit obligation 1,594,035 1,958,773 
Accrued postemployment benefit obligation (61,823) 33,734 

Net cash provided (utilized) by operating activities (5,679,492) 848,559 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 3,595,454 717,827 
Purchase of investments (695,631) (1,602,066) 
Purchase of property, plant and equipment (3,830,329) (2,221,054) 

Net cash utilized by investing activities (930,506) (3,105,293) 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition of long-term assets 3,890,295 1,668,623 

Net decrease in cash and cash equivalents (2,719,703) (588,111) 

Cash and cash equivalents at beginning of year 5,578,417 6,166,528 

Cash and cash equivalents at end of year $ 2,858,714 $ 5,578,417 

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



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements 

July 31, 2006 and 2005 

1 - Nature of Organization 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a non-profit religious organization. The Seminary's primary activities are to provide theological 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated fmancial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation (the "Foundation"), a Texas non-profit corporation. The Foundation was formed to aid 
the Seminary in realizing its religious educational responsibility by acquiring and providing proper facilities and 
student housing to meet the needs of the Seminary, In the event of dissolution of the Foundation, any assets which 
it may have shall vest in the Seminary. The Foundation is exempt from federal income tax under Section 50l(c)(3) 
of the Internal Revenue Code. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is 
received, the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as additional 
contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An allowance for 
uncollectible receivables is provided based upon management's judgment including such factors as prior collection 
history, type of contribution and nature of fund raising activity. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2006 and 2005 

2 - Summary of Significant Accounting Policies ( continued) 
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Recognition of Donor Restrictions (continued) - Income and investment gains and losses on endowment and 
similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed 
services are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets 
or (b) require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized 
as revenue. No such amounts were recorded in the fmancial statements for the years ended July 30, 2006 and 
2005. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date.of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees in theology, evangelism and 
missions, church music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 

Concentration of Credit Risk - Financial instruments that potentially subject the Seminary to credit risk include 
cash on deposit with a financial institution exceeding $100,000 at various times during the year. The U.S. Federal 
Deposit Insurance Corporation insures amounts for up to $100,000. 
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Notes to Consolidated Financial Statements (Continued) 

July 31, 2006and 2005 

2 - Summary of Significant Accounting Policies ( continued) 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2006 and 
2005 was approximately $403,888 and $187,000, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the statement of activities. Investments received by gift 
or bequest are recorded at fair value at the date of acquisition. If fair value is not determinable at date of 
acquisition, assets received by gift or bequest are recorded at a nominal value until such time as the fair value is 
determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

Investments Held in Trust by Third Parties - The Seminary has split-interest agreements which are irrevocable 
charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are established, 
assets and contribution revenues are recognized for the present value of the estimated future benefits to be received 
when the trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the 
value of assets, accretions of the discount and other changes in the estimates of future benefits which are reflected 
in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest agreements 
are calculated based upon current actuarial assumptions using a discount rate of 3.8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present 
values of the estimated future cash receipts from the trusts ( as measured by the fair value of the underlying 
investments at the Seminary's fiscal year end) are recognized as assets and contribution revenues at the dates the 
trusts are established. Distributions from the trusts are recorded as endowment income and the carrying value of 
the assets is adjusted for changes in the estimates of future receipts. 

Property Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than 
$3,000. Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when 
incurred. Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 - 40 years 
3 - 10 years 

10 years 
20 years 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 
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2 - Summary of Significant Accounting Policies ( continued) 
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Pledge Receivables - The Seminary records pledge receivables when a promise to give is communicated in writing 
with specific amounts and due dates for those donors with an established history of giving. Pledge receivables are 
evaluated annually as to collectibility and reserves for doubtful pledges are provided for estimated uncollectible 
accounts. Pledge receivables are written off when determined to be uncollectible. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. The Seminary's policy is to recognize the cost of compensated absences when earned 
by employees. 

Income Tax Status - The Seminary is a not-for-profit organization that is exempt from federal income taxes under 
Section 50l(c)(3) of the Internal Revenue Code as other than a private foundation. The Seminary is subject to 
unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated business 
income tax. 

3 - Pledge Receivables 

Pledge receivables are included in Other Assets in the Statement of Financial Position at July 31, 2005. 
There were no balances of pledge receivables at July 31, 2006. Pledge receivables at July 31, 2005 consist of the 
following unconditional promises to give: 

Capital projects 
Endowment 
Scholarships 

Less: allowance for uncollectible pledges 

Less: unamortized discount (at 2.1 % to 5.2%) 

Net unconditional promises to give 

$ 775,945 
306,444 
23,198 

1,105,587 
(719,122) 

386,465 
(17,047) 

$ 369,418 

Changes in the Seminary's allowance for doubtful accounts related to pledge receivables are as follows: 

2006 2005 

Beginning balance $ 719,122 $ 160,355 

Bad debt provision 558,767 
Accounts written off (719,122) 

Ending balance $ $ 719,122 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2006 and 2005 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following at July 31: 

2006 2005 

Domestic equity securities 
Fixed income 
International equity securities 
Short-term investments 
Oil and gas interests 
Real estate 
Other 

$49,285,222 
21,509,275 
13,797,896 
1,303,394 
2,298,166 
1,455,481 

231,965 

$51,068,500 
22,147,534 
12,440,733 

614,276 
1,879,915 
1,284,056 

9 075 

$ 89,881,399 $ 89,444,089 

The following schedule summarizes investment return for the years ended July 31: 

2006 

Dividend and interest income $ 5,622,117 
Net realized gains on investments 1,267,706 
Net unrealized gains on investments 2,069,427 

$ 8,959,250 

Investment fees are netted against investment return. 

5 - Property and Equipment 

Property and equipment at July 31, 2006 and 2005 consist of the following: 

Land 
Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

Less: accumulated depreciation 

Total 

2006 

$ 2,423,438 
75,041,047 
12,019,025 
5,011,521 
6,567,945 

101,062,976 
(36,920,426) 

$ 64,142.550 

2005 

$ 5,718,628 
1,633,121 
4,025,038 

$11,376.787 

2005 

$ 2,423,438 
72,651,342 
12,144,181 
4,858,380 
6,350,119 

98,427,460 
(35,350,286) 

$ 63,077,174 
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The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
I 0% of the participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% 
of their salary. The Seminary's contribution for the years ended July 31, 2006 and 2005 was approximately 
$734,735 and $967,000, respectively. 

Postretirement and Postemployment Benefits 

Although no formal plan exists, the Seminary has a practice of providing postretirement benefits to retired 
employees. The Seminary does not fund past or future postretirement obligations, and future payments will be 
dependent upon sufficient funds being available to pay these obligations. Because the Seminary has paid benefits 
in the past, and intends to pay future benefits, the Seminary accrues the estimated cost of retiree benefits other than 
pensions during the employee's service period, and the estimated cost of benefits provided by an employer to 
former or inactive employees after employment but before retirement. 

The following table sets forth the future obligations at July 31: 

Benefit obligation 
Fair value of plan assets 

Future obligation 
Amount recognized in the statement of financial 

position as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of return on plan assets 
Rate of compensation increase 

2006 

$18,133,826 

$ 18,133,826 

$(22,599,227) 

$ 734,735 

$ 734,735 

$ 3,004,526 

6.25% 
NIA 
NIA 

2005 

$21,420,268 

$21,420,268 

$(21.067.015) 

$ 1,012,019 

$ 1,012,019 

$ 3,004.526 

5.25% 
NIA 
NIA 

For measurement purposes, a 9.5% and 9.5% annual rate of increase in the per capital cost of covered 
health care benefits was assumed for preretirement coverage and 9.5% and 9.5% for postretirement coverage for 
July 31, 2006 and 2005, respectively. As of July 31, 2006 and 2005, these rates are expected to decrease 0.75% 
and 0.50%, respectively, every year until they reach a target rate of 5%. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2006 and 2005 

6 - Employee Benefits ( continued) 

The following pension benefit payments are expected to be paid in the following fiscal years: 

2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2016 

7 - Net Assets 

Unrestricted net assets at July 31, 2006 and 2005 consist of the following: 

2006 

For current operations $ 3,365,663 
Designated for specific purposes 8,809,723 
Endowment 35,366,894 
Invested in property, plant and equipment 57,523,563 
Unfunded postretirement and 

postemployment benefits (22,599,227) 

Total $ 82,466,616 

Temporarily restricted net assets consist of the following: 

Capital projects $ 2,031,718 
Scholarships 2,757,214 
Other 11,439,049 
Annuity and life income funds 58 886 

Total $ 16,286,867 

Permanently restricted net assets consist of the following: 

Loan funds $ 1,793,304 
Annuity and life income funds 4,812,380 
Endowment funds 83,334,039 

Total $ 89,939,723 

8 - Fund raising Activities 

$ 

$ 861,811 
926,878 
965,562 

1,045,560 
1,122,175 
6,431,499 

2005 

2,787,601 
8,775,701 

36,980,376 
56,459,695 

(21,067,015) 

$ 83,936,358 

$ 4,733,846 
2,268,097 

10,833,261 
472,991 

$ 18,308,195 

$ 1,683,134 
4,858,858 

79,180,727 

$ 85,722,719 
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Fund raising expense for the years ended July 31, 2006 and 2005 was approximately $1,321,000 and 
$1,217,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 
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The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
approximately $9,652,000 and $9,982,000 from the SBC for the years ended July 31, 2006 and 2005, respectively. 

10 - Lease Commitments 

The Seminary has a noncancelable operating lease for copier services expiring November 2010. Lease 
expense was $243,600 and $235,000 for the years ended July 31, 2006 and 2005, respectively. The Seminary's 
future minimum lease payments under this lease agreement are as follows for the years ended July 31: 

2007 
2008 
2009 
2010 

Future minimum lease payments 

11 - Prior Period Reclassification 

$ 

$ 

245,500 
245,500 
223,500 

70 500 

785,000 

During fiscal year 2006, management identified certain accounts previously classified as unrestricted that 
were permanently restricted. The reclassifications had no impact on reported revenues and expenses for the years 
ended 2006 and 2005. Accordingly, the following reclassification was made to net assets as of August 1, 2005: 

Net assets at August 1, 2005 

Prior period reclassifications 

Net assets at August 1, 2005, reclassified 

Unrestricted 
Temporarily 

restricted 
Permanently 

restricted 

$ 91,462,158 $ 18,308,195 $ 78,196,919 

(7,525,800) 7,525,800 

$ 83,936.358 $18,308,195 $85,722,719 
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RATLIFF & SOMMERVILLE, P.C. 
Certified Public Accountants 

INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial position of 
Southwestern Baptist Theological Seminary (the "Seminary") (a Texas not-for-profit corporation) as of 
July 31, 2007 and 2006, and the related consolidated statements of activities, and cash flows for the years 
then ended. These financial statements are the responsibility of the Seminary's management. Our 
responsibility is to express an opinion on these financial statements based on our audit. The prior year's 
summarized comparative information has been derived from the Seminary's 2006 financial statements 
and, in our report dated October 6, 2006, we expressed an unqualified opinion on those financial 
statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We 
believe our audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 
2007 and 2006, and the changes_ in its net assets and its cash flows for the years then ended in conformity 
with accounting principles generally accepted in the United States of America. 

October 5, 2007 

3030 Matlock Road, Suite 201 • Arlington, TX 76015 • www.rscpas.com 
(817) 795,5046 • (Metro) (817) 461,9164 • Fax (817) 795,5516 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Financial Position 
July 31, 2007 and 2006 

Temporarily Pem1anently 2007 2006 
ASSETS Unrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 5,702,970 $ 592,028 $ $ 6,294,998 $ 2,858,714 

Accounts receivable, net 2,895,573 33,961 143,715 3,073,249 1,486,171 

Unconditional promises to give, net 8,169 12,342,043 12,350,212 

Other assets 817,996 817,996 600,605 

Investments 
Endowment funds 36,749,035 37,477,797 74,226,832 70,478,115 
Other 17,080,333 5,272,231 726,306 23,078,870 19,403,284 

53,829,368 5,272,231 38,204,103 97,305,702 89,881,399 

Investments held in tmst by third parties 
Endowment funds 967,489 53,000,778 53,968,267 49,304,021 
Annuity funds 58,886 5,345,867 5,404,753 4,570,733 

1,026,375 58,346,645 59,373,020 53,874,754 

Due from (to) other funds (8,241,166) 6,861,041 1,380,125 

Property, plant and equipment, net 56,555,868 6,787,246 63,343,114 64,142,550 

Total assets $ 111,568,778 $ 32,914,925 $ 98,074,588 $ 242,558,291 $ 212,844,193 

LIABILITIES AND NET ASSETS 

Accounts payable $ 574,133 $ $ $ 574,133 $ 653,239 

Accmed salaries and benefits 358,314 358,314 170,576 

Deposits and agency funds 226,879 226,879 192,022 

Deferred income 747,772 747,772 535,923 

Accmed postretirement benefit obligation 17,984,441 17,984,441 22,133,460 

Accmed post employment benefit obligation _m,842 
---- -

__ 261,842 _ 465,767 

Total liabilities 20,153,381 20,153,381 24,150,987 

Net Assets 
Unrestricted 91,415,397 91,415,397 82,466,616 

Temporarily restricted 32,914,925 32,914,925 16,286,867 

Pennanently restricted 98,074,588 98,074,588 89,939,723 

Total net assets 91,415,397 32,914,925 98,074,588 222,404,910 188,693,206 
--

Total liabilities and net assets $ 111,568,778 $ 32,914,925 $ 98,074,588 $ 242,558,291 t_212,844,l93 

The acco111pa11yi11g notes are an integral part ofthese.flna11cial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Activities 
For the Years Ended July 31, 2007 and 2006 

Temporarily Permanently 2007 2006 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 9,509,028 $ $ $ 9,509,028 $ 8,896,972 

Scholarships and fellowships (2,894,163) (2,894,163) (2,846,261) 

Gifts 
Cooperative program 10,180,193 10,180,193 9,652,412 

Student aid 2,379,753 2,379,753 2,067,721 

Endowment 2,514,928 2,514,928 3,169,681 

Other 580,557 16,232,335 16,812,892 1,134,870 

Investment return 14,256,678 2,080,214 28,703 16,365,595 8,959,250 

Auxiliary enterprises 6,291,650 6,291,650 6,017,994 

Change in value of third-party trusts 5,590,434 5,590,434 1,046,473 

Change in accounting for postretirement 
and post employment benefits (see note) 5,294,195 5,294,195 

Other 3,449,322 3,530 800 3,453,652 1,825,576 

Net assets released from restriction 4,067,774 {4,067,774) 

50,735,234 16,628,058 8,134,865 75,498,157 39,924,688 
Expenses and other deductions 

Instructional 21,706,556 21,706,556 21,306,363 

Institutional support 8,290,619 8,290,619 7,189,362 

Student services 2,004,655 2,004,655 1,923,926 

Institutional advancement 2,577,442 2,577,442 2,201,926 

Auxiliary enterprises 7,207,181 7,207,181 6,577,177 

Total operating expenses 41,786,453 41,786,453 39,198,754 

Change in net assets 8,948,781 16,628,058 8,134,865 33,711,704 725,934 

Net assets at beginning of the year 82,466,616 16,286,867 89,939,723 188,693,206 187,967,272 

Net assets at end of the year $ 91,415,397 $ 32,914,925 $ 98,074,588 $ 222,404,9_!Q_ l_1_88,693,206 

The acco111pa11yi11g notes are an integral part of theseji11a11cial statements. 



Page4 
SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2007 and 2006 

2007 2006 
Cash Flows from Operating Activities 

Increase in Net Assets $ 33,711,704 $ 725,934 
Adjustments to reconcile increase in net assets 
to net cash provided by operating activities 

Depreciation 2,584,120 2,487,764 
Loss (gain) on retirement of assets 141,987 277,189 
Contributions restricted for endowment and acquisition 

of long-term assets (6,426,554) (3,890,295) 
Net unrealized losses on investments (19,856,310) (2,069,427) 
Net realized gains (losses) on investments 27,709,254 (1,267,706) 
Change in value of third party trusts (5,590,434) (1,046,473) 
Decrease (increase) in operating assets: 

Receivables (1,587,078) (575,402) 
Unconditional promises to give (12,350,212) 369,418 
Other assets (217,391) (9,290) 
Investments held in trust by third parties 92,168 (1,524,292) 

Increase (decrease) in operating liabilities: 
Accounts payable (79,106) (81,954) 
Other accrued liabilities 187,738 (362,738) 
Deferred income 246,706 (244,432) 
Accrued postretirement benefit obligation (4,149,019) 1,594,035 
Accrued post employment benefit obligation (203,925) (61,823) 

Net cash provided (utilized) by operating activities 14,213,648 (5,679,492) 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 21,558,625 3,595,454 
Purchase of investments (36,835,872) (695,631) 
Purchase of property, plant and equipment (1,926,671) (3,830,329) 

Net cash utilized by investing activities (17,203,918) (930,506) 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition of long-term assets 6,426,554 3,890,295 

Net increase (decrease) in cash and cash equivalents 3,436,284 (2,719,703) 

Cash and cash equivalents at beginning of year 2,858,714 5,578,417 

Cash and cash equivalents at end of year $ 6,294,998 $ 2,858,714 

The accompanying notes are an integral part of these financial statements. 
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1 - Nature of Organization 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to provide theological 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation (the "Foundation"), a Texas non-profit corporation. The Foundation was formed to aid 
the Seminary in realizing its religious educational responsibility by acquiring and providing proper facilities and 
student housing to meet the needs of the Seminary. In the event of dissolution of the Foundation, any assets which 
it may have shall vest in the Seminary. The Foundation is exempt from federal income tax under Section 50l(c)(3) 
of the Internal Revenue Code. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is 
received, the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as additional 
contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An allowance for 
uncollectible receivables is provided based upon management's judgment including such factors as prior collection 
history, type of contribution and nature of fund raising activity. 
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Recognition of Donor Restrictions (continued) - Income and investment gains and losses on endowment and 
similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed 
services are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets 
or (b) require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized 
as revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2007 and 
2006. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees in theology, evangelism and 
missions, church music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 

Concentration of Credit Risk - Financial instruments that potentially subject the Seminary to credit risk include 
cash on deposit with a financial institution exceeding $100,000 at various times during the year. The U.S. Federal 
Deposit Insurance Corporation insures amounts for up to $100,000. 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2007 and 
2006 was approximately $409,590 and $403,888, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the statement of activities. Investments received by gift 
or bequest are recorded at fair value at the date of acquisition. If fair value is not determinable at date of 
acquisition, assets received by gift or bequest are recorded at a nominal value until such time as the fair value is 
determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

Investments Held in Trust by Third Parties - The Seminary has split-interest agreements which are irrevocable 
charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are established, 
assets and contribution revenues are recognized for the present value of the estimated future benefits to be received 
when the trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the 
value of assets, accretions of the discount and other changes in the estimates of future benefits which are reflected 
in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest agreements 
are calculated based upon current actuarial assumptions using a discount rate of 3.8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present 
values of the estimated future cash receipts from the trusts (as measured by the fair value of the underlying 
investments at the Seminary's fiscal year end) are recognized as assets and contribution revenues at the dates the 
trusts are established. Distributions from the trusts are recorded as endowment income and the carrying value of 
the assets is adjusted for changes in the estimates of future receipts. 

Property Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than 
$3,000. Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when 
incurred. Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 -40 years 
3 - 10 years 

10 years 
20 years 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 
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Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectibility and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. The Seminary's policy is to recognize the cost of compensated absences when earned 
by employees. 

Income Tax Status - The Seminary is a not-for-profit organization that is exempt from federal income taxes under 
Section 50l(c)(3) of the Internal Revenue Code as other than a private foundation. The Seminary is subject to 
unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated business 
income tax. 

3 - Unconditional Promises to Give 

Unconditional promises to give at July 31, 2007 are restricted for capital expenditures. Scheduled 
maturities of unconditional promises to give are as follows: 

Less than one year 
One to five years 

Less: unamortized discount at 4.0% 

Net unconditional promises to give 

$ 

$ 

3,776,269 
9,800,000 

13,576,269 
(1,226,057) 

12,350,212 

The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2007. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2007 and 2006 was approximately $1,624,000 and 
$1,321,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 

5 - Cooperative Program 

The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
approximately $10,180,000 and $9,652,000 from the SBC for the years ended July 31, 2007 and 2006, 
respectively. 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following at July 31: 

Domestic equity securities 
Fixed income 
International equity securities 
Short-term investments 
Oil and gas interests 
Real estate 
Other 

2007 

$ 44,963,298 
22,120,243 
22,383,565 

3,432,170 
1,503,937 
2,626,385 

276 104 

$ 97,305,702 

The following schedule summarizes investment return for the years ended July 31: 

Dividend and interest income 
Net realized gains on investments 
Net unrealized gains on investments 

Investment fees are netted against investment return. 

2007 

$ 8,512,651 
27,709,254 

(19,856,310) 

$ 16,365.595 

7 - Property and Equipment 

Total 

Property and equipment at July 31, 2007 and 2006 consist of the following: 

Land 
Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

Less: accumulated depreciation 

2007 

$ 2,455,712 
75,751,705 
12,534,785 
5,307,536 
6,727,148 

102,776,886 
(39,433,772) 

$ 63,343,114 

$ 49,285,222 
21,509,275 
13,797,896 

1,303,394 
2,298,166 
1,455,481 

231,965 

$ 89,881.399 

$ 5,622,117 
1,267,706 
2,069,427 

$ 8,959,250 

2006 

$ 2,423,438 
75,041,047 
12,019,025 
5,011,521 
6,567,945 

101,062,976 
(36,920,426) 

$ 64,142.550 
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The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
10% of the participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% 
of their salary. The Seminary's contribution for the years ended July 31, 2007 and 2006 was approximately 
$890,101 and $776,322, respectively. 

Postretirement and Postemployment Benefits 

Although no formal plan exists, the Seminary adopted a practice of providing postretirement benefits to 
retired employees. The Seminary does not fund past or future postretirement obligations, and future payments will 
be dependent upon sufficient funds being available to pay these obligations. Because the Seminary has paid 
benefits in the past, and intends to pay future benefits, the Seminary accrues the estimated cost of retiree benefits 
other than pensions during the employee's service period, and the estimated cost of benefits provided by an 
employer to former or inactive employees after employment but before retirement. 

During the fiscal year ended July 31, 2007, the Financial Accounting Standards Board issued Statement of 
Financial Accounting Standards No. 158 which modified the recognition requirement for postretirement and 
postemployment benefits. The Seminary is now required to recognize the funded status of a defined benefit 
postretirement and postemployment plan which results in a liability at July 31, 2007 of $5,294,195 less than the 
liability that would have been recognized under the prior rules. The adjustment is reported in the 2007 Statement 
of Activities. 

The following table sets forth the future obligations at July 31: 

Accumulated benefit costs 
Unrecognized prior service cost and gains or losses 

Accrued benefit obligation 
Amount recognized in the statement of financial 

position as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of return on plan assets 
Rate of compensation increase 

2007 

$ 18,246,283 
5,294,195 

$ 23,540,478 

$ (18,246.283) 

$ 890,101 

$ 890.101 

$ 2,186,270 

6.25% 
NIA 
NIA 

2006 

$ 18,133,826 
4,465,401 

$ 22,599.227 

$ (22,599.227) 

$ 776.322 

$ 776,322 

$ 2,308,534 

6.25% 
NIA 
NIA 
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For measurement purposes, a 9.5% and 9.5% annual rate of increase in the per capital cost of covered 
health care benefits was assumed for preretirement coverage and 9.5% and 9.5% for postretirement coverage for 
July 31, 2007 and 2006, respectively. As of July 31, 2007 and 2006, these rates are expected to decrease O .50% 
and 0.50%, respectively, every year until they reach a target rate of 5%. 

The following pension benefit payments are expected to be paid in the following fiscal years: 

2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
2012-2017 

9 - Net Assets 

Unrestricted net assets at July 31, 2007 and 2006 consist of the following: 

2007 

For current operations $ 3,083,080 
Designated for specific purposes 8,201,262 
Endowment 41,821,469 
Invested in property, plant and equipment 56,555,869 
Unfunded postretirement and 

postemployment benefits (18,246,283) 

Total $ 91,415,397 

Temporarily restricted net assets consist of the following: 

Capital projects $ 16,742,639 
Scholarships 3,615,323 
Other 12,498,077 
Annuity and life income funds 58 886 

Total $ 32,914,925 

Permanently restricted net assets consist of the following: 

Loan funds $ 1,822,807 
Annuity and life income funds 5,392,834 
Endowment funds 90,858,947 

Total $ 98,074,588 

$ 

$ 884,319 
918,793 
997,509 

1,059,654 
1,111,781 
6,720,437 

2006 

3,365,663 
8,809,723 

35,366,894 
57,523,563 

(22,599,227) 

$ 82,466,616 

$ 2,031,718 
2,757,214 

11,439,049 
58,886 

$ 16,286,867 

$ 1,793,304 
4,812,380 

83,334,039 

$ 89,939,723 
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The Seminary has a noncancelable operating lease for copier services expiring November 2010. Lease 
expense was $243,600 and $243,000 for the years ended July 31, 2007 and 2006, respectively. The Seminary's 
future minimum lease payments under this lease agreement are as follows for the years ended July 31: 

2007 
2008 
2009 
2010 

Future minimum lease payments 

11 - Other Commitments 

$ 

$ 

245,500 
245,500 
223,500 

70 500 

785,000 

The Seminary has entered into contracts totaling $3,012,699 for design services relating to future 
construction of the Roy Fish School of Evangelism and Missions Building and a new chapel. 



SOUTHWESTERN BAPTIST 
THEOLOGICAL SEMINARY 

Consolidated Financial Statements 

July 31, 2008 and 2007 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Financial Statements 

July 31, 2008 and 2007 

TABLE OF CONTENTS 

Independent Auditors' Report 

Consolidated Statements of Financial Position 

Consolidated Statements of Activities 

Consolidated Statements of Cash Flows 

Notes to Consolidated Financial Statements 

Page 

1 

2 

3 

4 

5 - 12 



RATLIFF & SOMMERVILLE, P.C. 
Certified Public Accountants 

INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial position of Southwestern 
Baptist Theological Seminary (the "Seminary") (a Texas not-for-profit corporation) as of July 31, 2008 
and 2007, and the related consolidated statements of activities, and cash flows for the years then ended. 
These financial statements are the responsibility of the Seminary's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. The prior year's summarized 
comparative information has been derived from the Seminary's 2007 financial statements and, in our 
report dated October 5, 2007, we expressed an unqualified opinion on those financial statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the rmancial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe our 
audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 2008 
and 2007, and the changes in its net assets and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America 

October 13, 2008 

3030 Matlock Road, Suite 201 • Arlington, TX 76015 • www.rscpas.com 
(817) 795-5046 • (Metro) (817) 461-9164 • Fax (817) 795-5516 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statement of Financial Position 
July 31, 2008 and 2007 

Temporarily Permanently 2008 2007 
ASSETS Il_nrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 5,278,052 $ 3,228,764 $ $ 8,506,816 $ 6,294,998 

Accounts receivable, net 1,837,692 33,960 129,392 2,001,044 3,073,249 

Unconditional promises lo give, net 10,055,692 10,055,692 12,350,212 

Other assets 541,245 541,245 817,996 

Investments 
Endowment funds 36,414,188 40,436,776 76,850,964 74,226,832 
Other 8,546,341 8,528,050 17,074,391 23,078,870 

44,960,529 8,528,050 40,436,776 93,925,355 97,305,702 

Investments held in trust by third parties 
Endowment funds 1,156,136 52,990,265 54,146,401 53,968,267 
Annuity funds 4,649,673 4,649,673 5,404,753 

1,156,136 57,639,938 58,796,074 59,373,020 

Due from (to) other funds (7,724,123) 6,291,766 1,432,357 

Property, plant and equipment, net 55,824,732 6,611,424 62,436,156 63,343,114 

Total assets $100,718,127 $ 35,905,792 $ 99,638,463 $ 236,262,382 $242,558,291 

LIABILITIES AND NET ASSETS 

Accounts payable $ 244,378 $ $ $ 244,378 $ 574,133 

Accrued salaries and benefits 351,514 351,514 358,314 

Deposits and agency funds 125,749 125,749 226,879 

Deferred income 1,128,371 1,128,371 747,772 

Accrued postretirement benefit obligation 16,935,898 16,935,898 17,984,441 

Accrued postemployment benefit obligation 237,983 237,983 261,842 

Total liabilities 19,023,893 19,023,893 20,153,381 

Net Assets 
Unrestricted 81,694,234 81,694,234 91,415,397 

Temporarily restricted 35,905,792 35,905,792 32,914,925 

Permanently restricted 99,638,463 99,638,463 98,074,588 

Total net assets 81,694,234 35,905,792 99,638,463 217,238,489 222,404,910 

Total liabilities and net assets $100,718,127 $ 35,905,792 $ 99,638,463 $ 236,262,382 $ 242,558,291 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statements of Activities 

For the Years Ended July 31, 2008 and 2007 

Temporarily Permanently 2008 2007 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 10,117,422 $ $ $ 10,117,422 $ 9,509,028 

Scholarships and fellowships (3,199,417) (3,199,417) (2,894,163) 

Gifts 
Cooperative program 10,162,667 10,162,667 10,180,193 

Student aid 2,682,254 2,682,254 2,379,753 

Endowment 4,343,750 4,343,750 2,514,928 

Other 475,909 3,712,924 4,188,833 16,812,892 

Investment return (373,819) 1,865,781 20,968 1,512,930 16,365,595 

Auxiliary enterprises 6,818,439 6,818,439 6,291,650 

Change in value of third-party trusts (2,801,193) (2,801,193) 5,590,434 

Change in accounting for postretirement 
and postemployment benefits (see note) 5,294,195 

Other 2,270,250 21,631 350 2,292,231 3,453,652 

Net assets released from restriction 5,291,723 {5,291,723) 

31,563,174 2,990,867 1,563,875 36,117,916 ~4 9 _lh 15 7 
Expenses and other deductions 

Instructional 20,763,949 20,763,949 21,706,556 

Institutional support 8,250,513 8,250,513 8,290,619 

Student services 1,656,951 1,656,951 2,004,655 

Institutional advancement 2,852,098 2,852,098 2,577,442 

Auxiliary enterprises 7,760,826 7,760,826 ~-7,202,181 

Total operating expenses 41,284,337 41,284,337 41,786,453 

Change in net assets (9,721,163) 2,990,867 1,563,875 (5,166,421) 33,711,704 

Net assets at beginning of the year 91,415,397 32,914,925 98,074,588 222,404,910 188,693,206 

Net assets at end of the year $ 81,694,234 $ 35,905,79~ LJ9,638,463 $ 217,238,489 i222,404,_910 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2008 and 2007 

2008 2007 
Cash Flows from Operating Activities 

Increase (Decrease) in Net Assets $ (5,166,421) $ 33,711,704 
Adjustments to reconcile increase in net assets 
to net cash provided by operating activities 

Depreciation 2,705,396 2,584,120 
Loss on retirement of assets 141,987 
Contributions restricted for endowment and acquisition 

of long-term assets (7,077,992) (6,426,554) 
Net unrealized losses on investments (5,865,271) (19,856,310) 
Net realized gains on investments 520,232 27,709,254 
Change in value of third party trusts 2,801,193 (5,590,434) 
Decrease (increase) in operating assets: 

Receivables 1,072,205 (1,587,078) 
Unconditional promises to give 2,294,520 (12,350,212) 
Other assets 276,751 (217,391) 
Investments held in trust by third parties 92,168 

Increase (decrease) in operating liabilities: 
Accounts payable (329,755) (79,106) 
Other accrued liabilities (107,930) 187,738 
Deferred income 380,599 246,706 
Accrued postretirement benefit obligation (1,048,543) (4,149,019) 
Accrued postemployment benefit obligation (23,859) (203,925) 

Net cash provided (utilized) by operating activities (9,568,875) 14,213,648 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 13,352,008 21,558,625 
Purchase of investments (6,850,869) (36,835,872) 
Purchase of property, plant and equipment (1,798,438) (1,926,671) 

Net cash (provided) utilized by investing activities 4,702,701 (17,203,918) 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition of long-term assets 7,077,992 6,426,554 

Net increase in cash and cash equivalents 2,211,818 3,436,284 

Cash and cash equivalents at beginning of year 6,294,998 2,858,714 

Cash and cash equivalents at end of year $ 8,506,816 $ 6,294,998 

The accompanying notes are an integral part of these financial statements. 
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Notes to Consolidated Financial Statements 

July 31, 2008 and 2007 

1 - Nature of Organization 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to provide theological 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Worth, Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated :financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation (the "Development"), a Texas non-profit corporation and Southwestern Seminary 
Foundation (the "Foundation"). The Development was formed to aid the Seminary in realizing its religious 
educational responsibility by acquiring and providing proper facilities and student housing to meet the needs of the 
Seminary. The Foundation was formed in 2005 and became active in 2008. The Foundation is organized and 
operated for the benefit of and to further the purposes of the Seminary and to hold and management the Seminary's 
investment portfolio. The Development and Foundation are exempt from federal income tax under Section 
501(c)(3) of the Internal Revenue Code. In the event of dissolution of Development and Foundation, any assets 
which they may have shall vest in the Seminary. All significant intercompany accounts and transactions have been 
eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is received, 
the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as additional 
contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An allowance for 
uncollectible receivables is provided based upon management's judgment including such factors as prior collection 
history, type of contribution and nature of fund raising activity. 
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2 - Summary of Significant Accounting Policies ( continued) 
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Recognition of Donor Restrictions (continued) - Income and investment gains and losses on endowment and similar 
funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed services 
are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) 
require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized as 
revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2008 and 2007. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees in theology, evangelism and 
missions, church music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 

Concentration of Credit Risk - Financial instruments that potentially subject the Seminary to credit risk include 
cash on deposit with a financial institution exceeding $100,000 at various times during the year. The U.S. Federal 
Deposit Insurance Corporation insures amounts for up to $100,000. 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2008 and 
2007 was approximately $409,590 and $403,888, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the statement of activities. Investments received by gift 
or bequest are recorded at fair value at the date of acquisition. If fair value is not determinable at date of 
acquisition, assets received by gift or bequest are recorded at a nominal value until such time as the fair value is 
determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

Investments Held in Trust by Third Parties - The Seminary has split-interest agreements which are irrevocable 
charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are established, 
assets and contribution revenues are recognized for the present value of the estimated future benefits to be received 
when the trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the 
value of assets, accretions of the discount and other changes in the estimates of future benefits which are reflected 
in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest agreements are 
calculated based upon current actuarial assumptions using a discount rate of 3.8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present values 
of the estimated future cash receipts from the trusts (as measured by the fair value of the underlying investments at 
the Seminary's :fiscal year end) are recognized as assets and contribution revenues at the dates the trusts are 
established. Distributions from the trusts are recorded as endowment income and the carrying value of the assets is 
adjusted for changes in the estimates of future receipts. 

Property Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time ofreceipt. The Seminary capitalizes assets with a cost greater than $3,000. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 -40 years 
3 - 10 years 

10 years 
20 years 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2008 and 2007 

2 - Summary of Significant Accounting Policies ( continued) 

Page 8 

Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectibility and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. The Seminary's policy is to recognize the cost of compensated absences when earned 
by employees. 

Income Tax Status - The Seminary is a not-for-profit organization that is exempt from federal income taxes under 
Section 50l(c)(3) of the Internal Revenue Code as other than a private foundation. The Seminary is subject to 
unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated business 
income tax. 

3 - Unconditional Promises to Give 

Unconditional promises to give at July 31, 2008 and 2007 
Scheduled maturities of unconditional promises to give are as follows: 

Less than one year 
One to five years 

Less: unamortized discount at 4.0% 

Net unconditional promises to give 

$ 

$ 

are restricted for capital expenditures. 

2008 2007 

4,133,333 $ 3,776,269 
6,691,427 9,800,000 

10,824,760 13,576,269 
(769,068) (1,226,057) 

1Q,Q55,692 $ 12,350,212 

The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2008 or 2007. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2008 and 2007 was approximately $1,468,000 and 
$1,624,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 

5 - Cooperative Program 

The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
approximately $10,008,000 and $10,180,000 from the SBC for the years ended July 31, 2008 and 2007, 
respectively. 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. During the year ended July 31, 2008, the Seminary activated the 
Foundation and transferred approximately $84 million of assets from the Baptist Foundation of Texas to the 
Foundation. Investments at July 31, 2008 consist of the following: 

Mutual funds 
Common stocks 
Municipal bonds 
U.S. Government obligations 
Corporate bonds 
Money market funds 
Oil and gas interests 
Cash and cash equivalents 

Investments consist of the following at July 31, 2007: 

Domestic equity securities 
Fixed income 
International equity securities 
Short-term investments 
Oil and gas interests 
Real estate 
Other 

The following schedule summarizes investment return for the years ended July 31: 

Dividend and interest income 
Net realized gains on investments 
Net unrealized losses on investments 

Investment fees are netted against investment return. 

$ 6,858,270 
520,231 

(5,865,571) 

L_I,512,930 

$ 40,134,056 
30,101,323 

7,790,858 
5,208,390 
5,198,176 
1,315,847 

668,336 
3,508,369 

$ 93,925,355 

$ 44,963,298 
22,120,243 
22,383,565 

3,432,170 
1,503,937 
2,626,385 

276,104 

$ 97,305,702 

$ 8,512,651 
27,709,254 

(19,856,310) 

$ 16,365,595 
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July 31, 2008 and 2007 

7 - Property and Equipment 

Property and equipment at July 31, 2008 and 2007 consist of the following: 

Land 
Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

Less: accumulated depreciation 

Total 

8 - Employee Benefits 

Defined Contribution Retirement Plan 

2008 

$ 2,455,712 
77,086,410 
12,675,392 
5,378,919 
6,948,371 

104,544,804 
(42,108,648) 

$ 62,436,156 

2007 

$ 2,455,712 
75,751,705 
12,534,785 
5,307,536 
6,727,148 

102,776,886 
(39,433,772) 

$ 63,343,114 

Page 10 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
10% of the participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% 
of their salary. The Seminary's contribution for the years ended July 31, 2008 and 2007 was approximately 
$780,000 and $890,000, respectively. 

Postretirement and Postemployment Benefits 

Although no formal plan exists, the Seminary adopted a practice of providing postretirement benefits to 
retired employees. The Seminary does not fund past or future postretirement obligations, and future payments will 
be dependent upon sufficient funds being available to pay these obligations. Because the Seminary has paid 
benefits in the past, and intends to pay future benefits, the Seminary accrues the estimated cost of retiree benefits 
other than pensions during the employee's service period, and the estimated cost of benefits provided by an 
employer to former or inactive employees after employment but before retirement. 

During the fiscal year ended July 31, 2007, the Financial Accounting Standards Board issued Statement of 
Financial Accounting Standards No. 158 which modified the recognition requirement for postretirement and 
postemployment benefits. The Seminary is now required to recognize the funded status of a defined benefit 
postretirement and postemployment plan which results in a liability at July 31, 2008 and 2007 of $7,620,213 and 
$5,294,195, respectively, less than the liability that would have been recognized under the prior rules. The 
adjustment is reported in the 2007 Statement of Activities. 

The following table sets forth the future obligations at July 31: 

Accumulated benefit costs 
Unrecognized prior service cost and gains or losses 

Accrued benefit obligation 

$ 17,173,881 
7,620,213 

$ 24,794,094 

$ 18,246,283 
5,294,195 

$ 23,540,478 
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8 - Employee Benefits ( continued) 

Amount recognized in the statement of financial 
position as accrued benefit liability $ (17,173,881) $ (18,246,283) 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of return on plan assets 
Rate of compensation increase 

$ 

$ 

$ 

780,892 $ 890,101 

780,892 $ 890,101 

2,058,367 $ 2,186,270 

6.25% 6.25% 
NIA NIA 
NIA NIA 
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For measurement purposes, a 9.5% and 9.5% annual rate of increase in the per capital cost of covered 
health care benefits was assumed for preretirement coverage and 9.5% and 9.5% for postretirement coverage for 
July 31, 2008 and 2007, respectively. As of July 31, 2008 and 2007, these rates are expected to decrease 0.50% and 
0.50%, respectively, every year until they reach a target rate of 5%. 

The following pension benefit payments are expected to be paid in the following fiscal years: 

2008-2009 
2009-2010 
2010-2011 
2011-2012 
2012-2013 
2013-2018 

9 - Net Assets 

Unrestricted net assets at July 31, 2008 and 2007 consist of the following: 

2008 

For current operations $ 2,721,544 
Designated for specific purposes 5,357,224 
Endowment 34,964,615 
Invested in property, plant and equipment 55,824,731 
Unfunded postretirement and 

postemployment benefits (17,173,881) 

Total $ 81,694,234 

$ 

$ 908,212 
992,624 

1,063,573 
1,109,055 
1,177,195 
7,364,594 

2007 

3,083,080 
8,201,262 

41,821,469 
56,555,869 

(18,246,283) 

$ 91,415,397 
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9 -Net Assets, continued 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 
Annuity and life income funds 

Total 

Permanently restricted net assets consist of the following: 

Loan funds 
Annuity and life income funds 
Endowment funds 

Total 

10 - Lease Commitments 

$ 

$ 

$ 

$ 

18,634,038 $ 16,742,639 
4,518,804 3,615,323 

12,752,950 12,498,077 
58 886 

35,905,792 $ 32,214,925 

1,842,126 $ 1,822,807 
5,035,728 5,392,834 

92,760,609 90,858,947 

29,638,463 $ 98,074,588 
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The Seminary has a noncancelable operating lease for copier services expiring November 2010. Lease 
expense was $280,000 and $243,000 for the years ended July 31, 2008 and 2007, respectively. The Seminary's 
future minimum lease payments under this lease agreement are as follows for the years ended July 31: 

2009 
2010 
2011 
2012 

Future minimum lease payments 

11 - Concentrations 

$ 

$ 

121,800 
33,400 
24,500 
24,500 

204,2QQ 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
government, municipal, and corporate bonds, corporate stocks, and mutual funds. Management believes diversity 
within the portfolio avoids significant concentration of credit risk with respect to these investments. 

During 2008 the markets for equity securities reported significant declines. The Dow Jones and NASDC 
reported declines of over thirty-five percent. Management believes that their current endowment investment 
strategy is prudent long-term. However, should the unprecedented declines continue, or fail to be restored in the 
near future; anticipated earnings for operations will be significantly below projections. Management is actively 
evaluating the effect these events will have on current and future operations. 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial position of Southwestern 
Baptist Theological Seminary (the "Seminary") (a Texas not-for-profit corporation) as of July 31, 2009 
and 2008, and the related consolidated statements of activities and cash flows for the years then ended. 
These financial statements are the responsibility of the Seminary's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. The prior year's summarized 
comparative information has been derived from the Seminary's 2008 financial statements and, in our 
report dated October 13, 2008, we expressed an unqualified opinion on those financial statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe our 
audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 2009 
and 2008, and the changes in its net assets and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

October 16, 2009 

3030 Matlock Road, Suite 201 • Arlington, TX 76015 • www.ratliffcpas.com 
(817) 795-5046 • (Metro) (817) 461-9164 • Fax (817) 795-5516 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statement of Financial Position 

July 31, 2009 and 2008 

Temporarily Permanently 2009 2008 
ASSETS Unrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 6,872,461 $ 5,659,743 $ $ 12,532,204 $ 8,506,816 

Accounts receivable, net 1,139,900 33,960 136,970 1,310,830 2,001,044 

Unconditional promises to give, net 6,458,164 6,458,164 10,055,692 

Other assets 414,688 414,688 541,245 

Investments 
Endowment funds 16,230,204 44,491,209 60,721,413 76,850,964 
Other 4,620,572 10,247,156 14,867,728 17,074,391 

20,850,776 10,247,156 44,491,209 75,589,141 93,925,355 

Investments held in trust by third parties 
Endowment fonds 44,294,955 44,294,955 54,146,401 
Annuity funds 4,173,401 4,173,401 4,649,673 

48,468,356 48,468,356 58,796,074 

Due from (to) other funds (6,471,581) 7,140,288 (668,707) 

Property, plant and equipment, net 55,209,907 6,433,641 61,643,548 62,436,156 

Total assets $ 78,016,151 $ 35,972,952 $ 92,427,828 _l 206,416,931 $ 236,26~382 

LIABILITIES AND NET ASSETS 

Accounts payable $ 571,372 $ $ $ 571,372 $ 244,378 

Accrued salaries and benefits 239,175 239,175 351,514 

Deposits and agency funds 187,703 187,703 125,749 

Deferred income 918,843 918,843 1,128,371 

Accrued postretirement benefit obligation 20,160,363 20,160,363 16,935,898 

Accrued postemployment benefit obligation 317,402 317,402 237.,_983 

Total liabilities 22,394,858 22,394,858 19,023,893 

Net Assets 
Unrestricted 55,621,293 55,621,293 81,694,234 

Temporarily restricted 35,972,952 35,972,952 35,905,792 

Permanently restricted 92,427,828 92,427,828 99,638,463 

Total net assets 55,621,293 35,972,952 92,427,828 184,022,073 __l!1_23 8,_ 48 9 

Total liabilities and net assets $ 78,016,151 $ 35,972,952 $ 92,427,828 $206,416,931 $ 236,262_,382 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statements of Activities 

For the Years Ended July 31, 2009 and 2008 

Temporarily Permanently 2009 2008 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 9,888,942 $ 114,361 $ $ 10,003,303 $ 10,117,422 

Scholarships and fellowships (3,174,875) (3,174,875) (3,199,417) 

Gifts 
Cooperative program 9,853,518 9,853,518 10,162,667 

Student aid 2,432,182 2,432,182 2,682,254 

Endowment 1,478,651 1,478,651 4,343,750 

Other 1,116,958 2,572,879 - 3,689,837 4,188,833 

Investment return (16,451,356) 21,982 (36,706) (16,466,080) 1,512,930 

Auxiliary enterprises 6,867,686 - 6,867,686 6,818,439 

Change in value of third-party trusts (8,652,980) (8,652,980) (2,801,193) 

Other 2,142,903 111,070 400 2,254,373 2,292,231 

Net assets released from restriction 5,185,314 (5,185,314) 

15,429,090 67,160 (7,210,635) __ 8,28~615 36,117,916 
Expenses and other deductions 

Instructional 21,950,732 21,950,732 20,763,949 

Institutional support 7,476,768 - 7,476,768 8,250,513 

Student services 1,377,110 1,377,110 1,656,951 

Institutional advancement 2,656,315 2,656,315 2,852,098 

Auxiliary enterprises 8,041,106 8,041,106 7,760,826 
---·-·--

Total operating expenses 41,502,031 ~501_,_031 41,284,337 

Change in net assets (26,072,941) 67,160 (7,210,635) (33,216,416) (5,166,421) 

Net assets at beginning of the year 81,694,234 35,905,792 99,638,463 217,238,489 222,404,910 

Net assets at end of the year $ 55,621,293 $ 35,972,952 $ 92,427,828 $ 184,022,073 $217,238,489 

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



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statements of Cash Flows 

For the Years Ended July 31, 2009 and 2008 

Cash Flows from Operating Activities 
Decrease in Net Assets 
Adjustments to reconcile increase in net assets 
to net cash provided by operating activities 

Depreciation 
Contributions restricted for endowment and acquisition 

of long-term assets 
Net realized and unrealized losses (gains) on investments 
Change in value of third party trusts 
Decrease (increase) in operating assets: 

Receivables 
Unconditional promises to give 
Other assets 

Increase (decrease) in operating liabilities: 
Accounts payable 
Other accrued liabilities 
Deferred income 
Accrued postretirement benefit obligation 
Accrued postemployment benefit obligation 

Net cash utilized by operating activities 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 
Purchase of investments 
Purchase of property, plant and equipment 

Net cash provided by investing activities 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition of long-term assets 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

2009 

$ (33,216,416) 

2,638,886 

(3,015,224) 
14,829,899 
8,652,980 

690,214 
3,597,528 

126,557 

326,994 
(50,385) 

(209,528) 
3,224,465 

79,419 

(2,324,611) 

5,404,648 
(223,595) 

(1,846,278) 

3,334,775 

3,015,224 

4,025,388 

8,506,816 

$ 12,532,204 

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

$ 
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2008 

(5,166,421) 

2,705,396 

(7,077,992) 
(5,345,039) 
2,801,193 

1,072,205 
2,294,520 

276,751 

(329,755) 
(107,930) 
380,599 

(1,048,543) 
(23,859) 

(9,568,875) 

13,352,008 
(6,850,869) 
(1,798,438) 

4,702,701 

7,077,992 

2,211,818 

6,294,998 

$ 8,506,816 
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Notes to Consolidated Financial Statements 

July 31, 2009 and 2008 

1- Nature of Organization 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to provide theological 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Worth, Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation ( "Development") and Southwestern Seminary Foundation ("Foundation"), Texas non
profit corporations. Development was formed to aid the Seminary in realizing its religious educational 
responsibility by acquiring and providing proper facilities and student housing to meet the needs of the Seminary. 
Foundation was formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit 
of and to further the purposes of the Seminary and to hold and manage the Seminary's investment portfolio. 
Development and Foundation are exempt from federal income tax under Section 501(c)(3) of the Internal Revenue 
Code. In the event of dissolution of Development and Foundation, any assets which they may have shall vest in the 
Seminary. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is received, 
the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Revenue recognition - Contributions are recognized as revenues in the period when unconditional promises to give 
are received. Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions to be received after one year are discounted 
at an appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An 
allowance for uncollectible receivables is provided based upon management's judgment including such factors as 
prior collection history, type of contribution and nature of fund raising activity. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2009 and 2008 

2 - Summary of Significant Accounting Policies ( continued) 
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Recognition of Donor Restrictions (continued) - Income and investment gains and losses on endowment and similar 
funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed services 
are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) 
require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized as 
revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2009 and 2008. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local Seminary, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees in theology, evangelism and 
missions, Seminary music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 
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2 - Summary of Significant Accounting Policies ( continued) 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2009 and 
2008 was approximately $329,920 and $409,590, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the statement of activities. Investments received by gift 
or bequest are recorded at fair value at the date of acquisition. If fair value is not determinable at date of 
acquisition, assets received by gift or bequest are recorded at a nominal value until such time as the fair value is 
determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

Investments Held in Trust by Third Parties - The Seminary is the beneficiary of split-interest agreements which are 
irrevocable charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are 
established, assets and contribution revenues are recognized for the present value of the estimated future benefits to 
be received when the trust assets are distributed. The receivables are adjusted during the term of the trusts for 
changes in the value of assets, accretions of the discount and other changes in the estimates of future benefits which 
are reflected in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest 
agreements are calculated based upon current actuarial assumptions using a discount rate of 3.8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present values 
of the estimated future cash receipts from the trusts ( as measured by the fair value of the underlying investments at 
the Seminary's fiscal year end) are recognized as assets and contribution revenues at the dates the trusts are 
established. Distributions from the trusts are recorded as endowment income and the carrying value of the assets is 
adjusted for changes in the estimates of future receipts. 

Property, Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 - 40 years 
3 - 10 years 

10 years 
20 years 

Impairment of Long-Lived Assets - Management evaluates its long-lived assets for financial impairment whenever 
events or changes in circumstances indicate the carrying value of an asset may not be recoverable. An impairment 
loss is recognized when the estimated undiscounted future cash flows from the assets are less than the carrying 
value of the assets. Assets to be disposed of are reported at the lower of their carrying amount or fair value, less 
cost to sell. Management is of the opinion that the carrying amount of its long-lived assets does not exceed their 
estimated recoverable amount. 
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2 - Summary of Significant Accounting Policies ( continued) 
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Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectibility and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. The Seminary's policy is to recognize the cost of compensated absences when earned 
by employees. 

Income Tax Status - The Seminary is a not-for-profit organization that is exempt from federal income taxes under 
Section 501(c)(3) of the Internal Revenue Code as other than a private foundation. The Seminary is subject to 
unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated business 
income tax. 

3 - Unconditional Promises to Give 

Unconditional promises to give at July 31, 2009 and 2008 
Scheduled maturities of unconditional promises to give are as follows: 

Less than one year 
One to five years 

Less: unamortized discount at 4.0% 

Net unconditional promises to give 

$ 

$ 

are restricted for capital expenditures. 

2009 2008 

3,992,660 $ 4,133,333 
2,846,667 6,691,427 

6,839,327 10,824,760 
(381,163) (769,068) 

6,458,164 $ 10,055,692 

The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2009 or 2008. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2009 and 2008 was approximately $1,321,000 and 
$1,468,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 

5 - Cooperative Program 

The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
approximately $9,659,000 and $10,008,000 from the SBC for the years ended July 31, 2009 and 2008, respectively. 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following: 

2009 2008 

Mutual funds $ - $ 40,134,056 
Common stocks 35,449,460 30,101,323 
Municipal bonds 2,587,620 7,790,858 
U.S. Government obligations 9,933,565 5,208,390 
Corporate bonds 5,198,176 
Money market funds 26,489,222 1,315,847 
Oil and gas interests 78,-840 668,336 
Cash and cash equivalents 1,050,434 3,508,369 

$ 15,589,141 $ 93,925,355 

The following schedule summarizes investment return for the years ended July 31: 

Dividend and interest income 
Net unrealized gains on investments 
Net realized losses on investments 

Investment fees are netted against investment return. 

7 - Property and Equipment 

2009 

$ 4,773,259 
1,829,722 

(23,069,061) 

$ 6,858,270 
520,231 

(5,865,571) 

$ (16,466.080) $ 1,512,930 

Property and equipment at July 31, 2009 and 2008 consist of the following: 

2009 2008 

Land $ 2,455,712 $ 2,455,712 
Buildings 78,219,765 77,086,410 
Equipment 12,899,181 12,675,392 
Improvements other than buildings 5,425,039 5,378,919 
Library books/microfilm 7,220,153 6,948,371 

106,219,850 104,544,804 
Less: accumulated depreciation (44,576,302) (42,108,648) 

Total $ 61,643,548 $62,436.156 
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The Seminary provides its officers, permanent faculty and career employees with a defmed contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
I 0% of the participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% 
of their salary. The Seminary's contribution for the years ended July 31, 2009 and 2008 was approximately 
$677,000 and $1,553,000, respectively. Beginning in January 2009, the Seminary temporarily suspended their 
contributions to their retirement plan. 

Postretirement and Postemployment Benefits 

Although no formal plan exists, the Seminary adopted a practice of providing postretirement benefits to 
retired employees. The Seminary does not fund past or future postretirement obligations, and future payments will 
be dependent upon sufficient funds being available to pay these obligations. Because the Seminary has paid 
benefits in the past, and intends to pay future benefits, the Seminary accrues the estimated cost of retiree benefits 
other than pensions during the employee's service period, and the estimated cost of benefits provided by an 
employer to former or inactive employees after employment but before retirement. 

During the fiscal year ended July 31, 2007, the Financial Accounting Standards Board issued Statement of 
Financial Accounting Standards No. 158 which modified the recognition requirement for postretirement and 
postemployment benefits. The Seminary is now required to recognize the funded status of a defined benefit 
postretirement and postemployment plan which results in a liability at July 31, 2009 and 2008 of $5,515,246 and 
$7,620,213, respectively, less than the liability that would have been recognized under the prior rules. The 
following table sets forth the future obligations at July 31: 

Accumulated benefit costs 
Unrecognized prior service cost and gains or losses 

Accrued benefit obligation 

Amount recognized in the statement of fmancial 
position as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of return on plan assets 
Rate of compensation increase 

2009 

$ 20,477,765 
5,515,246 

$ 25,993.011 

$ (20,477,765) 

$ 755.096 

$ 755.096 

$ 1,874 594 

6.25% 
NIA 
NIA 

2008 

$ 17,173,881 
7,620,213 

$ 24,794,094 

$ (17,173,881) 

$ 780,892 

$ 780,892 

$ 2,058.367 

6.25% 
NIA 
NIA 
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For measurement purposes, a 9.5% and 9.5% annual rate of increase in the per capital cost of covered 
health care benefits was assumed for preretirement coverage and 9.5% and 9.5% for postretirement coverage for 
July 31, 2009 and 2008, respectively. As of July 31, 2009 and 2008, these rates are expected to decrease 0.50% and 
0.50%, respectively, every year until they reach a target rate of 5%. 

The following pension benefit payments are expected to be paid in the following fiscal years: 

2009-2010 
2010-2011 
2011-2012 
2012-2013 
2013-2014 
2014-2018 

9 - Net Assets 

Unrestricted net assets at July 31, 2009 and 2008 consist of the following: 

For current operations 
Designated for specific purposes 
Endowment 
Invested in property, plant and equipment 
Unfunded postretirement and 

postemployment benefits 

Total 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 

Total 

Permanently restricted net assets consist of the following: 

Loan funds 
Annuity and life income funds 
Endowment funds 

Total 

2009 

$ 2,773,205 
2,151,737 

15,964,209 
55,209,907 

(20,477,765) 

$ 55,621,293 

$ 19,227,844 
4,963,983 

11,781,125 

$ 35,972,952 

$ 1,805,820 
5,314,851 

85,307,157 

$ 92,427,828 

$ 943,923 
984,519 

1,027,574 
1,092,298 
1,180,525 
7,077,818 

2008 

$ 2,721,545 
5,357,224 

34,964,615 
55,824,731 

(17,173,881) 

$ 81,694,234 

$ 18,634,038 
4,518,804 

12,752,950 

$ 35,905,792 

$ 1,842,126 
5,035,728 

92,760,609 

$ 99,638,463 
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The Seminary considers the following factors in making a determination to appropriate or accumulate 
donor-restricted endowment funds: the duration and preservation of the fund, the purposes of the Seminary and the 
donor-restricted endowment fund, general economic conditions, other resources of the Seminary, and the 
investment policies of the Seminary. 

The following is a summary of endowment assets at July 31: 
2009 2008 

Endowment funds (fuvestments) $ 60,721,413 $ 76,850,964 
Investments held in trust by third parties: 

Endowment funds 44,294,955 54,146,401 
Annuity funds 4 173 401 4,649,673 

Endowment assets $109,189,769 $ 135,647,038 

Endowment net assets as of July 31, 2009 are composed of the following;_ 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted endowment funds $ 1,562,149 $ $ 90,865,679 $ 92,427,828 
Board-designated endowment funds 16,761,941 16,761,941 

Total funds $ 18,324,Q90 $ $ 20,865,679 $102,182,769 

The change in endowment net assets for the year ended July 31, 2009 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Net assets, beginning of period $36,414,188 $ 1,156,136 $ 98,076,714 $135,647,038 

Investment income 21,982 (36,706) (14,724) 
Realized and unrealized gains (losses) (18,106,333) (18,106,333) 
Change in value of third-party trusts (8,652,980} (8,652,980) 
Total investment income (18,106,333) (8,689,686) (26,684,037) 

Contributions 16,235 2,572,879 1,478,651 4,067,765 
Distributions (3,750,997) (3,750,997) 

Net assets, end of period $ 18,324,099 $ $ 20,865,619 $109,189,769 
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10 - Permanently Restricted Investments ( continued) 

Endowment net assets as of July 31, 2008 are composed of the following;_ 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-restricted endowment funds $ $ 1,156,136 $ 98,076,714 
Board-designated endowment funds 36,414,188 

Total funds $36,414,188 $ 1,156,136 $ 98,076,714 

The change in endowment net assets for the year ended July 31, 2008 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $36,749,035 $ 1,026,375 $96,550,748 

Investment income 5,491,752 1,865,781 20,968 
Realized and unrealized gains (losses) (5,828,012) (37,559) 
Change in value of third-party trusts (2,801,193) 
Total investment income (336,260) 1,865,781 (2,817,784) 

Contributions 1,413 3,712,924 4,343,750 
Distributions (5,448,944) 

Net assets, end of period $36,414,188 $ 1,156,136 $ 98,076,714 
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Total 

$ 99,232,850 
36,414,188 

$135,647,038 

Total 

$134,326,158 

7,378,501 
(5,865,571) 
(2,801,193) 
(1,288,263) 

8,058,087 
(5,448,944) 

$135,647,038 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Funds with Deficiencies -From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or UPMIF A requires the Seminary to retain as a fund of 
perpetual duration. In accordance with GAAP, deficiencies of this nature are reported in unrestricted net assets and 
amounted to $1,561,412 at July 31, 2009. These deficiencies resulted from unfavorable market fluctuations that 
occurred shortly after the investment of new permanently restricted contributions and continued appropriation for 
certain programs that was deemed prudent by the Seminary. There were no such deficiencies as of July 31, 2008. 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce results that exceed the price and yield results of the S&P 500, or 
other recognized market indexes, while assuming moderate level of investment risk. The Seminary expects its 
endowment funds, over time, to provide an average rate of return of approximately 8% annually. Actual returns in 
any given year may vary from this amount. 
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Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 

Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year 4% of its endowment fund's average fair value based on a 12 quarter 
moving average of December 31 portfolio values, with a budgeting lead of seven months. (That is, the moving 
average will be determined seven months before the fiscal year in which the funds are to be spent.) In establishing 
this policy, the Seminary considered the long-term expected return on its endowment. Accordingly, over the long 
term, the Seminary expects the current spending policy to allow its endowment to grow at an average of 4% 
annually. This is consistent with the Seminary's objective to maintain the purchasing power of the endowment 
assets held in perpetuity or for a specified term as well as to provide additional real growth through new gifts and 
investment return. The Board of Trustees has the right to recommend against expenditure of earnings or gains in 
any given year due to factors such as financial market conditions or poor investment performance. 

11 - Financial Instruments 

The Seminary adopted SPAS No. 157, "Fair Value Measurements" during 2009. SPAS 157 defines fair 
value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands 
disclosures about fair value measurements. The statement indicates, among other things, that a fair value 
measurement assumes that the transaction to sell an asset or transfer a liability occurs in the principal market for the 
asset or liability or, in the absence of a principal market, the most advantageous market for the asset or liability. 
SPAS 157 defines fair value based upon an exit price model. SPAS 157 establishes a valuation hierarchy for 
disclosure of the inputs to valuation used to measure fair value. This hierarchy prioritizes the inputs into three 
broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 
liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active markets or inputs that are 
observable for the asset or liability, either directly or indirectly through market corroboration, for substantially the 
full term of the financial instrument. Level 3 inputs are unobservable inputs based on the Company's assumptions 
used to measure assets and liabilities at fair value. A frnancial asset or liability's classification within the hierarchy 
is determined based on the lowest level input that is significant to the fair value measurement. 

Financial instruments by category lever at July 31, 2009 are as follows: 

Fair Value Level 1 Level 2 Level 3 
Investments 

Endowment funds $ 60,721,413 $ 60,721,413 $ $ 
Other 14,867,728 14,867,728 

Investments Held in Trust by Third Parties 
Endowment funds 44,294,955 37,168,583 7,126,372 
Annuities 4,173,401 3,657,592 515,809 

Financial instruments $ 124,057,491 $116,415,316 $ $7,642.181 
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Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
government, municipal, and corporate bonds, corporate stocks, and mutual funds. Management believes diversity 
within the portfolio avoids significant concentration of credit risk with respect to these investments. 

13 - Lease Commitments 

The Seminary has non-cancelable operating leases for copier services expiring October 2014. Lease 
expenses were $359,000 and $280,000 for the years ended July 31, 2009 and 2008, respectively. The Seminary's 
future minimum lease payments under the lease agreements are as follows for the years ended July 31: 

2010 
2011 
2012 
2013 
2014 

Future minimum lease payments 

$306,000 
206,000 
206,000 
205,000 

68,000 

$991,000 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial position of Southwestern 
Baptist Theological Seminary (the "Seminary") (a Texas not-for-profit corporation) as of July 31, 2010 
and 2009, and the related consolidated statements of activities and cash flows for the years then ended. 
These financial statements are the responsibility of the Seminary's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. The prior year's summarized 
comparative information has been derived from the Seminary's 2009 financial statements and, in our 
report dated October 16, 2009, we expressed an unqualified opinion on those financial statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe .our 
audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 2010 
and 2009, and the changes in its net assets and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

October 13, 2010 

3030 Madock Road, Suite 201 • Arlington, TX 76015 • www.radiffcpas.com 
(817) 795-5046 • (Metro) (817) 461-9164 • Fax (817) 795-5516 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statement of Financial Position 

July 31, 20 IO and 2009 

Temporarily Permanently 2010 2009 
ASSETS Unrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 13,966,642 $ 9,172,137 $ $ 23,138,779 $ 12,532,204 

Accounts receivable, net 784,719 33,960 158,337 977,016 1,310,830 

Unconditional promises to give, net 8,690,686 362,990 9,053,676 6,458,164 

Other assets 595,312 595,312 414,688 

Investments 
Endowment funds 16,376,014 44,112,157 60,488,171 60,721,413 
Other 4,910,821 4,909,322 9,820,143 14,867,728 

21,286,835 4,909,322 44,112,157 70,308,314 75,589,141 

Investments held in trust by third parties 
Endowment funds 43,120,986 43,120,986 44,294,955 
Annuity funds 12,627,376 12,627,376 12,156,834 

55,748,362 55,748,362 56,451,789 

Due from (to) other funds (10,430,943) 11,255,739 (824,796) 

Property, plant and equipment, net 56,802,646 7,798,246 64,600,892 61,643,548 

Total assets $ 83,005,21 I $ 4 I ,860,090 $ 99,557,050 $ 224,422,351 $214,400,364 

LIABILITIES AND NET ASSETS 

Accounts payable $ 1,586,936 $ $ $ 1,586,936 $ 571,372 

Accrued salaries and benefits 134,458 134,458 239,175 

Deposits and agency funds 206,803 206,803 187,703 

Deferred income 727,162 727,162 918,843 

Liability under annuity contracts 9,032,809 9,032,809 7,983,433 

Accrued postretirement benefit obligation 20,160,363 

Accrued postemployment benefit obligation 354,977 354,977 317,402 

Total liabilities 3,010,336 9,032,809 12,043,145 30,378,291 

Net Assets 
Unrestricted 79,994,875 79,994,875 55,621,293 

Temporarily restricted 41,860,090 41,860,090 41,222,030 

Permanently restricted 90,524,241 90,524,241 87,178,750 

Total net assets 79,994,875 41,860,090 90,524,241 212,379,206 184,022,073 

Total liabilities and net assets $ 83,005,211 $ 41,860,090 $ 99,557,050 $ 224,422,351 $214,400,364 

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



Page 3 
SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Activities 
For the Years Ended July 31, 2010 and 2009 

Temporarily Permanently 2010 2009 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 10,313,372 $ $ $ 10,313,372 $ 10,003,303 

Scholarships and fellowships (3,058,172) (3,058,172) (3,174,875) 

Gifts 
Cooperative program 9,439,145 9,439,145 9,853,518 

Student aid 2,087,414 2,087,414 2,432,182 

Endowment 1,064,954 1,064,954 1,478,651 

Other 611,706 6,418,935 7,030,641 3,689,837 

Investment return 5,106,452 1,040,164 84,298 6,230,914 (16,466,080) 

Auxiliary enterprises 6,706,973 6,706,973 6,867,686 

Change in value of third-party trusts 2,196,239 2,196,239 (8,652,980) 

Other 1,936,486 1,936,486 2,254,373 

Net assets released from restriction 8,908,453 (8,908,453) 
~--~- ---

39,964,415 638,060 3,345,491 43,947,966 8,285,615 
Expenses and other deductions 

Instructional 18,786,979 18,786,979 21,950,732 

Institutional support 6,772,157 6,772,157 7,476,768 

Student services 1,167,457 1,167,457 1,377,110 

Institutional advancement 2,225,137 2,225,137 2,656,315 

Auxiliary enterprises 6,799,466 6,799,466 8,041,106 

Total operating expenses 35,751,196 35,751,196 41,502,031 
Excess revenue over expenses 

4,213,219 638,060 3,345,491 8,196,770 (33,216,416) 
Extraordinary item 

Gain from change in accounting for 
post retirement benefits (see note) 20,160,363 20,160,363 

Change in net assets 24,373,582 638,060 3,345,491 28,357,133 (33,216,416) 

Net assets at beginning of the year 55,621,293 41,222,030 87,178,750 184,022,073 217,238,489 

Net assets at end of the year $ 79,994,875 $ 41,860,090 $ 90,524,241 $ 212,379,206 $ 184,022,073 

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



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statements of Cash Flows 

For the Years Ended July 31, 2010 and 2009 

Cash Flows from Operating Activities 
Change in Net Assets 
Adjustments to reconcile increase in net assets 
to net cash provided by operating activities 

Depreciation 
Contributions restricted for endowment and acquisition 

of long-term assets 
Net realized and unrealized losses (gains) on investments 
Investment income 
Gain on sales of assets 
Change in value of third party trusts 
Decrease (increase) in operating assets: 

Receivables 
Unconditional promises to give 
Other assets 

Increase (decrease) in operating liabilities: 
Accounts payable 
Other accrued liabilities 
Deferred income 
Annuity Liability 
Accrued postretirement benefit obligation 
Accrued postemployment benefit obligation 

Net cash provided (utilized) by operating activities 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 
Purchase of investments 
Proceeds from sales of assets 
Purchase of property, plant and equipment 

Net cash provided by investing activities 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition of long-term assets 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

$ 

2010 

28,357,133 

2,524,994 

(5,742,971) 
(25,574) 

(6,205,340) 
(17,098) 

2,196,239 

333,814 
(2,595,512) 

(180,624) 

1,015,564 
(85,617) 

(191,681) 
1,049,376 

(20,160,363) 
37,575 

309,915 

13,759,352 
(3,740,423) 

25,826 
(5,491,066) 

4,553,689 

5,742,971 

10,606,575 

12,532,204 

$ 23,138,779 

The accompanying notes are an integral part of these financial statements. 
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2009 

$ (33,216,416) 

2,638,886 

(3,015,224) 
13,000,177 

1,829,722 

(8,652,980) 

690,214 
3,597,528 

126,557 

326,994 
(50,385) 

(209,528) 
(1,322,779) 
3,224,465 

79,419 

(20,953,350) 

24,033,387 
(223,595) 

(I ,846,278) 

21,963,514 

3,015,224 

4,025,388 

8,506,816 

$ 12,532,204 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to provide theological 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Worth, Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation ("Development") and Southwestern Seminary Foundation ("Foundation"), Texas non
profit corporations. Development was formed to aid the Seminary in realizing its religious educational 
responsibility by acquiring and providing proper facilities and student housing to meet the needs of the Seminary. 
Foundation was formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit 
of and to further the purposes of the Seminary and to hold and manage the Seminary's investment portfolio. 
Development and Foundation are exempt from federal income tax under Section 50I(c)(3) of the Internal Revenue 
Code. In the event of dissolution of Development and Foundation, any assets which they may have shall vest in the 
Seminary. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is received, 
the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Revenue recognition - Contributions are recognized as revenues in the period when unconditional promises to give 
are received. Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions to be received after one year are discounted 
at an appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An 
allowance for uncollectible receivables is provided based upon management's judgment including such factors as 
prior collection history, type of contribution and nature of fund raising activity. 
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Recognition of Donor Restrictions (continued) - Income and investment gains and losses on endowment and similar 
funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed services 
are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) 
require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized as 
revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2009 and 2008. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local Seminary, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees m theology, evangelism and 
missions, Seminary music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2010 and 2009 

2 - Summary of Significant Accounting Policies ( continued) 

Page 7 

Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due :from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2010 and 
2009 was approximately $362,720 and $329,920, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value based on an exit price 
model. The net realized and unrealized gains and losses of investments are reflected in the statement of activities. 
Investments received by gift or bequest are recorded at fair value at the date of acquisition. If fair value is not 
determinable at date of acquisition, assets received by gift or bequest are recorded at a nominal value until such 
time as the fair value is determinable. Purchased investments or debt securities which are not marketable with 
readily determinable fair values are carried at cost unless there has been an impairment of value considered to be 
other than temporary. 

Investments Held in Trust by Third Parties - The Seminary is the beneficiary of split-interest agreements which are 
irrevocable charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are 
established, assets and contribution revenues are recognized for the present value of the estimated future benefits to 
be received when the trust assets are distributed. The receivables are adjusted during the term of the trusts for 
changes in the value of assets, accretions of the discount and other changes in the estimates of future benefits which 
are reflected in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest 
agreements are calculated based upon current actuarial assumptions using a discount rate of 3 .8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present values 
of the estimated future cash receipts from the trusts (as measured by the fair value of the underlying investments at 
the Seminary's fiscal year end) are recognized as assets and contribution revenues at the dates the trusts are 
established. Distributions from the trusts are recorded as endowment income and the carrying value of the assets is 
adjusted for changes in the estimates of future receipts. 

Property, Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 - 40 years 
3 - 10 years 

10 years 
20 years 

Impairment of Long-Lived Assets - Management evaluates its long-lived assets for financial impairment whenever 
events or changes in circumstances indicate the carrying value of an asset may not be recoverable. An impairment 
loss is recognized when the estimated undiscounted future cash flows :from the assets are less than the carrying 
value of the assets. Assets to be disposed of are reported at the lower of their carrying amount or fair value, less 
cost to sell. Management is of the opinion that the carrying amount of its long-lived assets does not exceed their 
estimated recoverable amount. 
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Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectibility and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. The Seminary's policy is to recognize the cost of compensated absences when earned 
by employees. 

3 - Unconditional Promises to Give 

Unconditional promises to give at July 31, 2010 and 2009 are restricted for capital expenditures. 
Scheduled maturities of unconditional promises to give are as follows: 

Less than one year 
One to five years 

Less: unamortized discount at 4.0% 

Net unconditional promises to give 

2010 

$ 5,935,601 $ 
3,296,667 

9,232,268 
(178,592) 

$ 9,053,676 

2009 

3,992,660 
2,846,667 

6,839,327 
(381,163) 

$ 6,458,164 

The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 3 1, 2010 or 2009. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2010 and 2009 was approximately $1,071,000 and 
$1,321,000, respectively. These expenses are included in institutional advancement in the accompanying 
consolidated statement of activities. 

5 - Cooperative Program 

The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
approximately $9,439,000 and $9,659,000 from the SBC for the years ended July 31, 2010 and 2009, respectively. 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following: 

2010 2009 

Mutual funds $ 1,733,922 $ 
Common stocks 27,676,337 35,449,460 
Municipal bonds 1,069,040 2,587,620 
U. S. Government obligations 7,219,465 9,933,565 
Mortgage backed securities 5,806,814 
Money market funds 4,716,135 26,489,222 
Investments in partnerships 21,902,695 
Oil and gas interests 78,840 
Cash and cash equivalents 183 907 1,050,434 

$ 70,308,315 $ 75,589,141 

The following schedule summarizes investment return for the years ended July 31: 

2010 2009 

Dividend and interest income $ 6,205,340 $ 4,773,259 
Net realized gains (losses) on investments (1,054,416) 1,829,722 
Net unrealized gains (losses) on investments 1,079,992 (23,069,061) 

$ 6,230,916 $ (16,466,080) 

Investment fees are netted against investment return. 

7 - Property and Equipment 

Property and equipment at July 31, 2010 and 2009 consist of the following: 

2010 2009 

Land $ 2,455,712 $ 2,455,712 
Buildings 82,173,145 78,219,765 
Equipment 13,375,335 12,899,181 
Improvements other than buildings 5,425,540 5,425,039 
Library books/microfilm 8,512,426 7,220,153 

111,942,158 106,219,850 
Less: accumulated depreciation (47,341,266) (44,576,302) 

Total $ 64,600,892 $61,643.548 

Buildings include construction in progress, most of which is for the new chapel, totaling $5,205,032 and 
$1,571,696 at July 31, 2010 and 2009, respectively. Additional commitments remaining under construction 
contracts total approximately $30,963,000. 
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The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
10% of the participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% 
of their salary. Beginning in January 2009, the Seminary temporarily suspended their contributions to their 
retirement plan until January 2011 at which time they will restore plan to provide a 5% contribution excluding a 
matching provision. The Seminary's contribution for the years ended July 31, 2010 and 2009 was approximately $0 
and $677,000, respectively. 

Postretirement and Postemployment Benefits 

In years prior to 2010, the Seminary provided post employment and postretirement benefits to retired 
employees although no formal plan existed. Effective August 1, 2010 the Seminary board of trustees voted to 
discontinue payment of future postretirement obligations. Accordingly the postretirement liability of $20,160,363 
is reflected as an extraordinary item in the Statement of Activities. 

The Seminary continues to provide postemployment benefits to retired employees. The following table sets 
forth the future obligations at July 3 1, 2010: 

Accumulated benefit costs 
Employer contributions (benefits paid) 
Net periodic benefit cost 
Discount rate assumed 

$ 354.977 
$ 26.587 
$ 64.162 

5.25% 

Because the Seminary paid benefits in the past, and intended to pay future benefits, the Seminary was 
required to accrue the estimated cost of retiree benefits other than pensions during the employee's service period, 
and the estimated cost of benefits provided by an employer to former or inactive employees after employment but 
before retirement. The following table sets forth the future obligations at July 31, 2009: 

Accumulated benefit costs 
Unrecognized prior service cost and gains or losses 

Accrued benefit obligation 

Amount recognized in the statement of financial 
position as accrued benefit liability 

Employer contributions 

Benefits paid 

Net periodic benefit cost 

Weighted average assumptions 
Discount rate 
Expected long-term rate of return on plan assets 
Rate of compensation increase 

$ 20,477,765 
5,515,246 

$ 25,993.011 

$ (20,477.765) 

$ 755 096 

$ 755.096 

$ 1,874,594 

6.25% 
NIA 
NIA 
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Unrestricted net assets at July 31, 2010 and 2009 consist of the following: 

For current operations 
Designated for specific purposes 
Endowment 
Invested in property, plant and equipment 
Unfunded postemployment benefits 

Total 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 

Total 

Permanently restricted net assets consist of the following: 

Loan funds 
Annuity and life income funds 
Endowment funds 

Total 

10 - Permanently Restricted Investments 

2010 

$ 1,764,044 
3,775,052 

16,574,183 
58,236,572 

(354,977) 

$ 79,994,874 

$ 24,063,139 
5,662,109 

12,134,842 

$ 41,860,090 

$ 1,862,459 
5,284,676 

83,377,106 

$ 90,524,241 

$ 2,773,205 
2,151,737 

15,964,209 
55,209,907 

(20,477,765) 

$ 55,621,293 

$ 19,227,844 
4,963,983 

11,781,125 

$ 35,972,952 

$ 1,805,820 
5,314,851 

85,307,157 

$ 92,427,828 
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The Seminary considers the following factors in making a determination to appropriate or accumulate 
donor-restricted endowment funds: the duration and preservation of the fund, the purposes of the Seminary and the 
donor-restricted endowment fund, general economic conditions, other resources of the Seminary, and the 
investment policies of the Seminary. 

The following is a summary of endowment assets at July 31: 

Endowment funds (Investments) 
Investments held in trust by third parties: 

Endowment funds 
Annuity funds, net of liability 

Endowment assets 

2010 

$ 60,488,171 

43,120,986 
3,594,567 

$107,203,724 

2009 

$ 60,721,413 

44,294,955 
4,173,401 

Lifil, 189,769 
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Endowment net assets as of July 31, 2010 are composed of the following;_ 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-restricted endowment funds $ $ $ 90,524,241 
Board-designated endowment funds 16,625,880 53,603 

Total funds $ 16,625,880 $ 53,603 $ 90,524,241 

The change in endowment net assets for the year ended July 31, 2010 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $ 16,761,941 $ 5,249,078 $ 87,178,750 

Investment income 5,106,453 1,040,164 84,298 
Change in value of third-party trusts 2,196,239 
Total investment income 5,106,453 1,040,164 2,280,537 

Contributions 1,064,954 
Distributions (5,242,514) (6,235,639) 

Net assets, end of period $ 16,625,880 $ 53,603 _$_2_Q ,5 24,241 

Endowment net assets as of July 31, 2009 are composed of the following~ 

Temporarily Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-restricted endowment funds $ $ 5,249,078 $ 87,178,750 
Board-designated endowment funds 16,761,941 

Total funds $16,761,941 $ 5,249,078 .$__8_1, 178,750 
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Total 

$ 90,524,241 
16,679,483 

$107,203,724 

Total 

$109,189,769 

6,230,915 
2,196,239 
8,427,154 

1,064,954 
(11,475,153) 

$107,203,724 

Total 

$ 92,427,828 
16,761,941 

$109,189,769 
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The change in endowment net assets for the year ended July 31, 2009 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $36,414,188 $ 1,156,136 $ 99,638,463 

Investment income 21,982 (36,706) 
Realized and unrealized gains (losses) (18,106,333) 
Change in value of third-party trusts (8,652,980} 
Total investment income (18,106,333) 21,982 (8,689,686) 

Reclassification (Note 17) 5,249,078 ( 5,249,078) 
Contributions 16,235 2,572,879 1,479,051 
Distributions (3,750,997) 

Net assets, end of period $16,761,941 $ 5,249,078 $ 87,178,750 
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Total 
$135,647,038 

(14,724) 
(18,106,333) 

(8,652,980) 
(26,774,037) 

4,067,765 
(3,750,997) 

$109,189,769 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Funds with Deficiencies -From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or UPMIF A requires the Seminary to retain as a fund of 
perpetual duration. In accordance with GAAP, deficiencies of this nature are reported in unrestricted net assets and 
amounted to $0 at July 31, 2010. These deficiencies resulted from unfavorable market fluctuations that occurred 
shortly after the investment of new permanently restricted contributions and continued appropriation for certain 
programs that was deemed prudent by the Seminary. The deficiencies for July 31, 2009 were $1,561,412. 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce results that exceed the price and yield results of the S&P 500, or 
other recognized market indexes, while assuming moderate level of investment risk. The Seminary expects its 
endowment funds, over time, to provide an average rate of return of approximately 8% annually. Actual returns in 
any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 12 quarter moving average of portfolio values, with a budgeting lead of seven months. 
(That is, the moving average will be determined seven months before the fiscal year in which the funds are to be 
spent.) In establishing this policy, the Seminary considers the long-term expected return on its endowment. This is 
consistent with the Seminary's objective to maintain the purchasing power of the endowment assets held in 
perpetuity or for a specified term as well as to provide additional real growth through new gifts and investment 
return. The Board of Trustees has the right to recommend against expenditure of earnings or gains in any given 
year due to factors such as financial market conditions or poor investment performance. 

11 - Financial Instruments 

Fair value hierarchy is used to disclose the inputs to fair value measurement. This hierarchy prioritizes the 
inputs into three broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for 
identical assets or liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active markets or 
inputs that are observable for the asset or liability, either directly or indirectly through market corroboration, for 
substantially the full term of the financial instrument. Level 3 inputs are unobservable inputs based on the 
Seminary's assumptions used to measure assets and liabilities at fair value. A financial asset or liability's 
classification within the hierarchy is determined based on the lowest level input that is significant to the fair value 
measurement. 

Financial instruments by category lever atJuly 31, 20 IO are as follows: 

Fair Value Level 1 Level 2 Level3 
Investments 

Endowment funds $ 60,488,172 $ 32,778,663 $ 5,806,814 $ 21,902,695 
Other 9,820,143 9,820,143 

Investments Held in Trust by Third Parties 
Endowment funds 43,120,986 33,569,212 9,551,774 
Annuities 3,594,567 3,594,567 

Financial instruments $ 117,023,868 $ 79,762,585 $ 5,806,814 $ 31,454,469 

12 - Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
government, municipal, and corporate bonds, corporate stocks, and mutual funds. Management believes diversity 
within the portfolio avoids significant concentration of credit risk with respect to these investments. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2010 and 2009 

13 - Lease Commitments 

Page 15 

The Seminary has non-cancelable operating leases for copier services expiring October 2014. Lease 
expenses were $274,000 and $359,000 for the years ended July 31, 2010 and 2009, respectively. The Seminary's 
future minimum lease payments under the lease agreements are as follows for the years ended July 31: 

2011 
2012 
2013 
2014 

Future minimum lease payments 

14 -Accounting for Uncertain Tax Positions 

$ 

$ 

224,000 
216,000 
213,000 

75,000 

728,000 

The Seminary is exempt from taxes under Section 501(c)(3) of the Internal Revenue Code and is not 
considered a private foundation. Generally accepted accounting principles (GAAP) provide detailed guidance for 
the financial statement recognition, measurement and disclosure of uncertain tax positions recognized in an 
enterprise's financial statements. GAAP requires an entity to recognize the financial statement impact of a tax 
position when it is more likely than not that the position will be sustained upon examination. The Seminary is 
subject to unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated 
business income tax in 2009 or 2010. Management believes there are no such positions as of December 31, 2010 
and, accordingly, no liability has been accrued. The tax years ending in 2008, 2009 and 2010 are open to both 
federal and state examination. 

15 - Split Interest Agreements 

The Seminary has entered into several split interest agreements with donors whereby in exchange for the 
gift from the donor the Seminary is obligated to provide an annuity to the donor or other designated beneficiaries 
for a specific number of years. Liability under annuity contracts is recognized on the statement of financial position 
for the estimated present value of expected future payments to income beneficiaries, and an annuity investment is 
recorded at fair market value for the asset. The discount rates used in calculating the annuity obligation are those 
provided in Internal Revenue Service guidelines. 

Contributions revenues recognized under split interest agreements for the years ended 20 IO and 2009, 
respectively, were $0 and $100,000. The value of the split interest agreements decreased $35,175 for the year 
ended 2010 and increased $4,359 for the year ended 2009. 

16 - Subsequent Events 

The Seminary has evaluated subsequent events through October 13, 2010, which is the date the financial 
statements were available to be issued. 
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Correction of Classification Error - In a prior year a $4,149,392 contribution was received with the 
restriction that it be held in perpetuity with a provision that the funds may be used for the erection of a building or 
other educational purpose if the Board of Trustees so elects. As a result of the construction of the new chapel, legal 
counsel reviewed the gift instrument and is of the opinion that this contribution qualifies for use in funding the 
construction cost of the chapel. Since the contribution should have been classified as a temporarily restricted net 
asset, it is reported as a correction of a classification error in a previously issued financial statement. 

Redirected restriction - In other instances, the Seminary solicited permission from contributors to redirect 
their restriction for permanent investment for various programs to use in constructing the chapel. Consequently 
temporarily restricted net assets were increased by $1,099,686 with a corresponding decrease in permanently 
restricted net assets as follows: 

Net assets as previously reported 
Redirected restriction 
Correction of classification error 

Net assets as corrected 

Temporarily 
Restricted 

$ 35,972,952 
1,099,686 
4,149,392 

$ 41.222,030 

Permanently 
Restricted 

$ 92,427,828 
(1,099,686) 
(4,149,392) 

$ 87,178,750 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial position of Southwestern 
Baptist Theological Seminary (the "Seminary") (a Texas not-for-profit corporation) as of July 31, 2011 
and 2010, and the related consolidated statements of activities and cash flows for the years then ended. 
These financial statements are the responsibility of the Seminary's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. The prior year's summarized 
comparative information has been derived from the Seminary's 2010 financial statements and, in our 
report dated October 13, 2010, we expressed an unqualified opinion on those financial statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe our 
audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 2011 
and 2010, and the changes in its net assets and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

October 13, 2011 

3030 Matlock Road, Suite 201 • Arlington, TX 76015 • www.ratliffcpas.com 
(817) 795-5046 • (Metro) (817) 461-9164 • Fax (817) 795-5516 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statement of Financial Position 

July 31, 2011 and 2010 

Temporarily Permanently 2011 2010 
ASSETS U_nrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 12,256,259 $ 4,996,303 $ $ 17,252,562 $ 23,138,779 

Accounts receivable, net 710,133 33,960 156,861 900,954 977,016 

Unconditional promises to give, net 3,539,099 277,509 3,816,608 9,053,676 

Other assets 570,022 570,022 595,312 

Investments 
Endowment funds 12,225,496 43,940,646 56,166,142 60,488,171 
Other 3,446,249 3,590,443 7,036,692 9,820,143 

15,671,745 3,590,443 43,940,646 63,202,834 70,308,314 

Investments held in trust by third parties 
Endowment funds 47,973,71 I 47,973,711 43,120,986 
Annuity funds 13,361,563 13,361,563 12,627,376 

61,335,274 61,335,274 55,748,362 

Due from (to) other funds (2,548,063) 432,753 2,115,310 

Property, plant and equipment, net 79,670,259 7,798,246 87,468,505 64,600,892 

Total assets $ 106,330,355 $ 20,390,804 $ 107,825,600 $ 234,546,759 $ 224,422,351 

LIABILITIES AND NET ASSETS 

Accounts payable $ 3,357,156 $ $ $ 3,357,156 $ 1,586,936 

Accrued salaries and benefits 365,965 365,965 134,458 

Deposits and agency funds 164,446 164,446 206,803 

Deferred income 355,876 355,876 727,162 

Liability under annuity contracts 9,445,726 9,445,726 9,032,809 

Accrued postemployment benefit obligation 400,706 400,706 __ 354,977 

Total liabilities 4,644,149 9,445,726 14,089,875 12,043,145 

Total net assets 101,686,206 20,390,804 98,379,874 220,456,884 212,379,206 

Total liabilities and net assets $ 106,330,355 $ 20,390,804 $ I 07,825,600 $ 234,546,759 $ 224,422,351 

The accompanying notes are an integrnl part of these.f111cmcial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Activities 
For the Years Ended July 31, 2011 and 2010 

Temporarily Permanently 2011 2010 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and foes $ 10,636,761 $ $ $ 10,636,761 $ 10,313,372 

Scholarships and fellowships (3,349,920) (3,349,920) (3,058,172) 

Gifts 
Cooperative program 9,272,738 9,272,738 9,439,145 

Student aid 2,123,710 2,123,710 2,087,414 

Endowment 2,308,796 2,308,796 1,064,954 

Other 1,176,834 2,968,596 4,145,430 7,030,641 

Investment return 5,726,108 1,798,816 48,644 7,573,568 6,230,914 

Auxiliary enterprises 5,967,804 5,967,804 6,706,973 

Change in value of third-party trusts 5,498,193 5,498,193 2,196,239 

Other 1,737,113 24,921 1,762,034 1,936,486 

Net assets released from restriction 28,385,329 (28,385,329) 
-----

59,552,767 (21,469,286) 7,855,633 ~939, 114 43,941_,_966 
Expenses and other deductions 

Instructional 21,568,526 21,568,526 18,786,979 

Institutional support 6,843,463 6,843,463 6,772,157 

Student services 1,240,871 1,240,871 1,167,457 

Institutional advancement 2,532,473 2,532,473 2,225,137 

Auxiliary enterprises _ 5,676, 1 O]_ 5,676,103 _6,79~466 

Total operating expenses 37,86!,43~ 37,861,43_6 _35,751,196 
Excess revenue over expenses 

21,691,331 (21,469,286) 7,855,633 8,077,678 8,196,770 \ Extraordinary item 
Gain from change in accounting for 

post retirement benefits (see note) _20,16~363 

Change in net assets 21,691,331 (21,469,286) 7,855,633 8,077,678 28,357,133 

Net assets at beginning of the year 79,994,875 41,860,090 90,524,241 212,379,206 184,022,073 -

Net assets at end of the year $ 101,686,206 $ 20,390,804 $ 98,:379,874 $ 220,456,884 $ 212,379,206 

The accompanving notes are an integral part ofthesefinanciul statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2011 and 2010 

2011 2010 
Cash Flows from Operating Activities 

Change in Net Assets $ 8,077,678 $ 28,357,133 
Adjustments to reconcile increase in net assets 
to net cash provided (utilized) by operating activities 

Depreciation 2,450,088 2,524,994 
Contributions restricted for endowment and acquisition 

of long-term assets (3,270,584) (5,742,971) 
Net realized and unrealized losses (gains) on investments (4,257,102) (25,574) 
Investment income (3,316,466) (6,205,340) 
Gain on sales of assets 71,726 (17,098) 
Change in value of third party trusts (5,498,193) (2,196,239) 
Loss on retirement of assets 399,991 
Decrease (increase) in operating assets: 

Receivables 76,062 333,814 
Unconditional promises to give 5,237,068 (2,595,512) 
Other assets 25,290 (180,624) 

Increase (decrease) in operating liabilities: 
Accounts payable 1,770,220 1,015,564 
Other accrued liabilities 189,150 (85,617) 
Deferred income (371,286) (191,681) 
Annuity liability 412,917 1,049,376 
Accrued postretirement benefit obligation (20,160,363) 
Accrued postemployment benefit obligation 45,729 37,575 

Net cash provided (utilized) by operating activities 2,042,288 (4,082,563) 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 58,546,876 18,151,830 
Purchase of investments (43,956,547) (3,740,423) 
Proceeds from sales of assets 7,271 25,826 
Investment in construction in progress (20,450,481) 
Purchase of property, plant and equipment (5,346,208) (5,491,066) 

Net cash provided (utilized) by investing activities (11,199,089) 8,946,167 

Cash Flows from Financing Activities 
Contributions restricted for endowments and 

acquisition of long-term assets 3,270,584 5,742,971 

Net increase (decrease) in cash and cash equivalents (5,886,217) 10,606,575 

Cash and cash equivalents at beginning of year 23,138,779 12,532,204 

Cash and cash equivalents at end of year $ 17,252,562 $ 23,138,779 

The accompanying notes are an integral part of these .financial statements. 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the Southern Baptist Convention ("SBC") and is an integrated auxiliary of 
that Convention. The Seminary is economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation ("Development") and Southwestern Seminary Foundation ("Foundation"), Texas non
profit corporations. Development was formed to aid the Seminary in realizing its religious educational 
responsibility by acquiring and providing proper facilities and student housing to meet the needs of the Seminary. 
Foundation was formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit 
of and to further the purposes of the Seminary and to hold and manage the Seminary's investment portfolio. The 
Foundation's fiscal year end is June 30, 2011 and is consolidated as of that date. Development and Foundation are 
exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code. In the event of dissolution 
of Development and Foundation, any assets which they may have shall vest in the Seminary. All significant 
intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is received, 
the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Revenue recognition - Contributions are recognized as revenues in the period when unconditional promises to give 
are received. Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions to be received after one year are discounted 
at an appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An 
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Recognition of Donor Restrictions (continued) - allowance for uncollectible receivables is provided based upon 
management's judgment including such factors as prior collection history, type of contribution and nature of fund 
raising activity. 

Income and investment gains and losses on endowment and similar funds are reported as follows: 
• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 

principal of a permanent endowment fund; 
• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 

on the use of the income; 
• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - The Seminary receives substantial support in the form of donated services. Contributed services 
are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) 
require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized as 
revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2011 and 2010. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local Seminary, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a seminary education for postgraduate degrees in theology, evangelism and 
missions, Seminary music, and educational ministries. 

Institutional support - providing support for the general operations of the Seminary. 

Student services - providing placement and employment services to Seminary students. 

Institutional advancement - facilitating giving from alumni, corporations and friends of the Seminary. 

Auxiliary enterprises - providing housing, dining, recreational and other services to Seminary students. 

Cash Equivalents - For purposes of the Statement of Cash Flows, the Seminary considers all short-term 
investments, with an original maturity of three months or less, to be cash equivalents. 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of the semester and are stated 
at amounts due from students net of an allowance for doubtful accounts. Accounts outstanding beyond the 
beginning of the semester are considered past due. The Seminary determines its allowance by considering a 
number of factors, including the length of time student receivables are past due and the Seminary's previous loss 
history. The Seminary writes off accounts receivable when they become uncollectible, and payments subsequently 
received on such receivables are credited to the allowance for doubtful accounts. Students whose accounts are not 
current are not allowed to enroll in classes. Allowance for doubtful accounts for the years ended July 31, 2011 and 
2010 was $398,679 and $362,720, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value based on an exit price 
model. The net realized and unrealized gains and losses of investments are reflected in the statement of activities. 
Investments received by gift or bequest are recorded at fair value at the date of acquisition. If fair value is not 
determinable at date of acquisition, assets received by gift or bequest are recorded at a nominal value until such 
time as the fair value is determinable. Purchased investments or debt securities which are not marketable with 
readily determinable fair values are carried at cost unless there has been an impairment of value considered to be 
other than temporary. 

Investments Held in Trust by Third Parties - The Seminary is the beneficiary of split-interest agreements which are 
irrevocable charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are 
established, assets and contribution revenues are recognized for the present value of the estimated future benefits to 
be received when the trust assets are distributed. The receivables are adjusted during the term of the trusts for 
changes in the value of assets, accretions of the discount and other changes in the estimates of future benefits which 
are reflected in the statement of activities as a change in value of third-party trusts. Liabilities under split-interest 
agreements are calculated based upon current actuarial assumptions using a discount rate of 3.8% to 10.6%. 

The Seminary is also the beneficiary of certain perpetual trusts held and administered by others. The present values 
of the estimated future cash receipts from the trusts (as measured by the fair value of the underlying investments at 
the Seminary's fiscal year end) are recognized as assets and contribution revenues at the dates the trusts are 
established. Distributions from the trusts are recorded as endowment income and the carrying value of the assets is 
adjusted for changes in the estimates of future receipts. 

Property, Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time ofreceipt. The Seminary capitalizes assets with a cost greater than $3,500. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 
Library books/microfilm 

30 - 40 years 
3 - 10 years 

10 years 
20 years 

Impairment of Long-Lived Assets - Management evaluates its long-lived assets for financial impairment whenever 
events or changes in circumstances indicate the carrying value of an asset may not be recoverable. An impairment 
loss is recognized when the estimated undiscounted future cash flows from the assets are less than the carrying 
value of the assets. Assets to be disposed of are reported at the lower of their carrying amount or fair value, less 
cost to sell. Management is of the opinion that the carrying amount of its long-lived assets does not exceed their 
estimated recoverable amount. 
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Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectibility and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. Compensated absences for vacation leave have not been accrued since they cannot be 
reasonably estimated. The Seminary's policy is to recognize these costs when actually paid. 

3 - Unconditional Promises to Give 

Unconditional promises to give at July 31, 2011 and 2010 
Scheduled maturities of unconditional promises to give are as follows: 

Less than one year 
One to five years 

Less: unamortized discount at 4.0% 

Net unconditional promises to give 

$ 

$ 

are restricted for capital expenditures. 

2011 2010 

3,284,081 $ 5,935,601 
600 000 3,296,667 

3,884,081 9,232,268 
(67,473) (178,592) 

3,816,608 $ 2,053,676 

The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2011 or 2010. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2011 and 2010 was $1,290,473 and $1,070,888, 
respectively. These expenses are included in institutional advancement in the accompanying consolidated 
statement of activities. 

5 - Cooperative Program 

The Seminary's primary source of revenue is from the SBC. Churches giving through the cooperative 
program contribute to the SBC, which passes funds to the Seminary and other institutions. The Seminary received 
$9,272,738 and $9,439,145 from the SBC for the years ended July 31, 2011 and 2010, respectively. 
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The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following: 

Mutual funds 
Common stocks 
Closed-end funds 
Municipal bonds 
U. S. Government obligations 
Mortgage backed securities 
Money market funds 
Investments in partnerships 
Cash and cash equivalents 

$ 14,324,792 
27,344,645 

227,824 

21,054,810 
250,763 

$ 63,202.834 

$ 

$ 

2010 

1,733,922 
27,676,337 

1,069,040 
7,219,465 
5,806,814 
4,716,135 

21,902,695 
183 907 

70,308,315 

Investments in partnerships is comprised of interests in certain limited partnerships and limited liability 
corporations and is carried at fair value as provided by the investment managers. The amounts realized upon 
disposition of these investments may differ from the value reflected in the financial statements and the differences 
could be material. Certain of the investment in partnerships are restricted as to resale and may require advance 
noticed for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment 
activities of the underlying vehicles of the partnerships, including market, credit, and currency risk. The 
Seminary's risk of loss as of July 31, 2011, in any of its investment partnerships is limited to the value of the 
investment at July 3 1, 2011. 

The following schedule summarizes investment return for the years ended July 31: 

2011 2010 

Dividend and interest income $ 3,316,466 $ 6,205,340 
Net realized gains (losses) on investments 3,252,809 (1,054,416) 
Net unrealized gains (losses) on investments 1,004,293 1,079,992 

$ 7,513,568 $ 6,230.916 

Investment fees are netted against dividend and interest income. 
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7 - Property and Equipment 

Property and equipment at July 31, 2011 and 2010 consist of the following: 

2011 2010 

Land $ 2,635,079 $ 2,455,712 
Buildings 102,159,310 82,173,145 
Equipment 13,457,787 13,375,335 
Improvements other than buildings 5,467,985 5,425,040 
Library books/microfilm 13,302,289 8,512,426 

137,022,450 111,942,158 
Less: accumulated depreciation (49,553,945) (47,341,266) 

Total $ 87,468,505 $ 64,600.892 
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Buildings include construction in progress for the new chapel and student housing facilities, totaling 
$25,255,530 and $5,205,032 at July 31, 2011 and 2010, respectively. Additional commitments remaining under 
construction contracts total approximately $29,000,000. 

8 - Employee Benefits 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary contributes 
5% of the participant's salary to the plan with no match of participant's contributions. Beginning in January 2009, 
the Seminary temporarily suspended contributions to the retirement plan until January 2011 at which time 
contributions were restored to 5% of base salary. The Seminary's contribution for the years ended July 31, 2011 
and 2010 was $374,549 and $0, respectively. 

Postretirement and Postemployment Benefits 

In years prior to 2010, the Seminary provided post employment and postretirement benefits to retired 
employees although no formal plan existed. Effective August 1, 2010 the Seminary board of trustees voted to 
discontinue payment of future postretirement obligations. Accordingly the postretirement liability of $20,160,363 
is reflected as an extraordinary item in the 2010 Statement of Activities. 

The Seminary continues to provide postemployment benefits to retired employees. The following table sets 
forth the future obligations at July 31: 

Accumulated benefit costs 
Employer contributions (benefits paid) 
Net periodic benefit cost 
Discount rate assumed 

2011 

$ 400,706 
$ 47,729 
$ 88,348 

4.00% 

2010 

$ 354,977 
$ 26,587 
$ 64 163 

5.25% 
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9 - Net Assets 

Unrestricted net assets at July 31, 2011 and 20 IO consist of the following: 

For current operations 
Designated for specific purposes 
Endowment 
Invested in property, plant and equipment 
Unfunded postemployment benefits 

Total 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 

Total 

Permanently restricted net assets consist of the following: 

Loan funds 
Annuity and life income funds 
Endowment funds 

Total 

10 - Endowment Investments 

2011 

$ 1,573,112 
2,977,547 

17,865,994 
79,670,259 

(400,706) 

$ IO l ,686,2Q6 

$ 5,247,840 
6,013,601 
9,129,363 

$ 20,39Q,804 

$ 1,961,140 
3,380,087 

93,038,647 

$ 98,379,874 

2010 

$ 1,764,044 
3,775,052 

16,574,183 
58,236,572 

(354,977) 

$12,994,814 

$ 24,063,139 
5,662,109 

12,134,842 

$ 41,860,090 

$ 1,862,459 
5,284,676 

83,377,106 

_$___20.524,241 
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The Seminary considers the following factors in making a determination to appropriate or accumulate 
donor-restricted endowment funds: the duration and preservation of the fund, the purposes of the Seminary and the 
donor-restricted endowment fund, general economic conditions, other resources of the Seminary, and the 
investment policies of the Seminary. 

The following is a summary of endowment assets at July 31: 
2011 2010 

Endowment funds (Investments) $ 56,166,142 $ 60,488,171 
Investments held in trust by third parties: 

Endowment funds 47,973,711 43,120,986 

Annuity contracts 13,361,563 12,627,376 
Annuity liability (9,445,726) (9,032,809) 
Annuities, net 3,915,837 3,594,567 

Endowment assets $ 1Q8,Q55,690 $ 101,2Q3, 724 
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Endowment net assets as of July 31, 2011 are composed of the following;_ 

Donor-restricted endowment funds 
Board-designated endowment funds 

Net Assets 

Temporarily 
Unrestricted Restricted 

$ - $ 
12,225,496 

$ 12,225,496 _$ ==== 

Permanently 
Restricted 

$95,830,194 

$95,830,194 

The change in endowment net assets for the year ended July 31, 2011 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $ 16,376,014 $ $90,827,710 

Investment income 5,726,108 1,798,816 48,644 
Change in value of third-party trusts 5,498,193 
Total investment income 5,726,108 1,798,816 5,546,837 

Transfers 2,853,149 (2,853,149) 
Contributions 2,308,796 
Distributions (12,729,775) (1,798,816) 

Net assets, end of period $ 12,225.496 $ $ 95,830.194 

Endowment net assets as of July 31, 2010 are composed of the following;_ 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-restricted endowment funds $ $ $ 90,827,710 
Board-designated endowment funds 16,376,014 

Net Assets $16,376,014 $ $ 90,821,11 Q 
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$ 95,830,194 
12,225,496 

$108.055,690 

Total 

$107,203,724 

7,573,568 
5,498,193 

13,071,761 

2,308,796 
(14,528,591) 

$108,055,690 

Total 

$ 90,827,710 
16,376,014 

$107,203,724 
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The change in endowment net assets for the year ended July 31, 2010 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $ 16,761,941 $ 5,249,078 $ 87,178,750 

Investment income 5,106,453 1,040,164 84,298 
Change in value of third-party trusts 2,196,239 
Total investment income 5,106,453 1,040,164 2,280,537 

Transfers (249,866) (53,603) 303,469 
Contributions 1,064,954 
Distributions (5,242,514) (6,235,639) 

Net assets, end of period $ 16,376,Q14 $ $ 90,827,71Q 
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Total 

$109,189,769 

6,230,915 
2,196,239 
8,427,154 

1,064,954 
(11,475,153) 

$1Q7,2Q3,724 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Funds with Deficiencies -From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or UPMIF A requires the Seminary to retain as a fund of 
perpetual duration. In accordance with GAAP, deficiencies of this nature are reported in unrestricted net assets. 
There were no funds with deficiencies for the years ended July 31, 2011 and 2010. These deficiencies resulted 
from unfavorable market fluctuations that occurred shortly after the investment of new permanently restricted 
contributions and continued appropriation for certain programs that was deemed prudent by the Seminary. 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce results that exceed the price and yield results of the S&P 500, or 
other recognized market indexes, while assuming moderate level of investment risk. The Seminary expects its 
endowment funds, over time, to provide an average rate of return of approximately 8% annually. Actual returns in 
any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 16 quarter moving average of portfolio values, with a budgeting lead of seven months. 
(That is, the moving average will be determined seven months before the fiscal year in which the funds are to be 
spent.) In establishing this policy, the Seminary considers the long-term expected return on its endowment. This is 
consistent with the Seminary's objective to maintain the purchasing power of the endowment assets held in 
perpetuity or for a specified term as well as to provide additional real growth through new gifts and investment 
return. The Board of Trustees has the right to recommend against expenditure of earnings or gains in any given 
year due to factors such as financial market conditions or poor investment performance. 

11 - Financial Instruments 

Fair value hierarchy is used to disclose the inputs to fair value measurement. This hierarchy prioritizes the 
inputs into three broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for 
identical assets or liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active markets or 
inputs that are observable for the asset or liability, either directly or indirectly through market corroboration, for 
substantially the full term of the financial instrument. Level 3 inputs are unobservable inputs based on the 
Seminary's assumptions used to measure assets and liabilities at fair value. A financial asset or liability's 
classification within the hierarchy is determined based on the lowest level input that is significant to the fair value 
measurement. 

Financial instruments by category level at July 31, 2011 are as follows: 

Fair Value Level 1 Level2 Level 3 
Investments 

Endowment funds $ 56,166,142 $ 35,111,332 $ $ 21,054,810 
Other 7,036,692 7,036,692 

Investments Held in Trust by Third Parties 
Endowment funds 47,973,711 47,973,711 
Annuities, net 3,915,837 3,915,837 

Financial instruments $115,092,382 $ 94,037,572 $ $ 21,054,810 

Financial instruments by category level at July 31, 2010 are as follows: 

Fair Value Level 1 Level2 Level3 
Investments 

Endowment funds $ 60,488,172 $ 32,778,663 $ 5,806,814 $ 21,902,695 
Other 9,820,143 9,820,143 

Investments Held in Trust by Third Parties 
Endowment funds 43,120,986 43,120,986 
Annuities, net 3,594,567 3,594,567 

Financial instruments $ 117,023,868 $ 89,314,359 $ 5,806,814 $ 21,902,695 
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The fair values for investment in partnerships have been estimated using the net asset value per share of the 
investments as provided by the fund managers. The change in value of level 3 inputs, which are measured at fair 
value on a reoccurring basis using significant unobservable inputs, are as follows: 

Balance at July 31, 2009 $ 
Purchases 21,600,000 
Change in estimated fair value 302,695 

Balance at July 31, 2010 $ 21,902,695 

Redemptions (2,104,423) 
Change in estimated fair value 1,256,810 

Balance at July 31, 2011 $ 21,Q54,81Q 

12 - Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids 
significant concentration of credit risk with respect to these investments. 

13 - Lease Commitments 

The Seminary has non-cancelable operating leases for copier services expiring October 2014. Lease 
expenses were $259,380 and $274,000 for the years ended July 31, 2011 and 2010, respectively. The Seminary's 
future minimum lease payments under the lease agreements are as follows for the years ended July 31: 

2012 $ 244,640 
2013 226,630 
2014 79,357 
2015 15,664 
2016 7 459 

Future minimum lease payments $ 513,750 
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The Seminary is exempt from taxes under Section 501(c)(3) of the Internal Revenue Code and is not 
considered a private foundation. Generally accepted accounting principles (GAAP) provide detailed guidance for 
the financial statement recognition, measurement and disclosure of uncertain tax positions recognized in an 
enterprise's financial statements. GAAP requires an entity to recognize the financial statement impact of a tax 
position when it is more likely than not that the position will be sustained upon examination. The Seminary is 
subject to unrelated business income tax on certain rental activities. The Seminary paid no taxes for unrelated 
business income tax in 2011 or 2010. Management believes there are no such positions as of December 31, 2011 
and, accordingly, no liability has been accrued. The tax years ending in 2009, 2010 and 2011 are open to both 
federal and state examination. 

15 - Split Interest Agreements 

The Seminary has entered into several split interest agreements with donors whereby in exchange for the 
gift from the donor the Seminary is obligated to provide an annuity to the donor or other designated beneficiaries 
for a specific number of years. Liability under annuity contracts is recognized on the statement offmancial position 
for the estimated present value of expected future payments to income beneficiaries, and an annuity investment is 
recorded at fair market value for the asset. The discount rates used in calculating the annuity obligation are those 
provided in Internal Revenue Service guidelines. 

16 - Subsequent Events 

The Seminary has evaluated subsequent events through October 13, 2011, which is the date the fmancial 
statements were available to be issued. 
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INDEPENDENT AUDITOR'S REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated statements of financial position of Southwestern 
Baptist Theological Seminary (the "Seminary'') (a Texas not-for-profit corporation) as of July 31, 2012 
and the related consolidated statements of activities and cash flows for the year then ended. These 
financial statements are the responsibility of the Seminary's management. Our responsibility is to express 
an opinion on these financial statements based on our audit. The prior year's summarized comparative 
information has been derived from the Seminary's 2011 financial statements and, in our report dated 
October 13, 2011, we expressed an unqualified opinion on those financial statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe our 
audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 2012 
and the changes in its net assets and its cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

October 5, 2012 

3030 Matlock Road, Suite 201 • Arlington, TX 76015 • www.radiffcpas.com 
(817) 795-5046 • (Metro) (817) 461-9164 • Fax (817) 795-5516 



I 
Page 2 

SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statement of Financial Position 

July 31, 2012 and2011 

Temporarily Permanently 2012 2011 
ASSETS Unrestricted Restrict~d Restricted Total Total 

Cash and cash equivalents $ 3,133,247 $ 1,610,793 $ $ 4,744,040 $ 17,252,562 

Accounts receivable, net 325,857 33,960 87,027 446,844 900,954 

Unconditional promises to give, net 384,219 188,609 572,828 3,816,608 

Other assets 3,097,241 3,097,241 570,022 

Investments 
Endowment funds 13,646,275 87,621,893 101,268,168 104,139,853 
Other 5,377,684 3,911,629 9,289,313 7,036,692 
Split-interest funds 12,443,169 12,443,169 13,361,563 

19,023,959 3,911,629 100,065,062 123,000,650 124,538, I 08 

Due from (to) other funds (14,539,929) 7,928,217 6,611,712 

Property, plant and equipment, net 102,740,501 ______!_Qb 7 40 ,5 0 I 87,468,505 

Total assets $ 113,780,876 $ 13,868,818 $ I 06,952,410 $ 234,602, I 04 $ 234,546,759 

LIABILITIES AND NET ASSETS 

Accounts payable $ 2,650,755 $ $ $ 2,650,755 $ 3,357,156 

Accrued salaries and benefits 541,993 541,993 365,965 

Deposits and agency funds 153,190 153,190 164,446 

Deferred income 503,780 503,780 355,876 

Notes payable 6,236,701 6,236,701 

Liability under annuity contracts 9,545,716 9,545,716 9,445,726 

Accrued postretirement benefit obligation 940,640 940,640 811,444 

Accrued postemployment benefit obligation 342,016 342,016 400,706 

Total liabilities 11,369,075 9,545,716 ------1Q,_ 914, 79 I 14,901,319 

Net Assets 
Unrestricted 102,411,801 102,411,801 I 00,874, 762 

Temporarily restricted 13,868,818 13,868,818 20,390,804 

Permanently restricted 97,406,694 97,406,694 98,379,874 

Total net assets 102,411,801 13,868,818 97,406,694 -----1.Ll.., 68 7 ,3 13 219,645,440 

Total liabilities and net assets $ 113,780,876 $ 13,868,818 $ I 06,952,410 $ 234,602,104 $234,546,759 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Activities 
For the Years Ended July 31, 2012 and 2011 

Temporarily Permanently 2012 2011 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 10,507,752 $ $ $ 10,507,752 $ 10,636,761 

Scholarships and fellowships (3,663,820) (3,663,820) (3,349,920) 

Gifts 
Cooperative program 9,391,679 - 9,391,679 9,272,738 

Student aid 2,456,862 2,456,862 2,123,710 

Endowment 1,452,332 1,452,332 2,308,796 

Other 714,322 1,196,854 - 1,911,176 4,145,430 

Change in value of investments 1,360,001 3,629,774 (2,325,522) 2,664,253 7,573,568 

Change in value of split interest funds (99,990) (99,990) 5,498,193 

Auxiliary enterprises 8,209,097 8,209,097 5,967,804 

Other 883,010 883,010 1,762,034 

Net assets released from restriction 13,805,476 (13,805,476) 

41,207,517 (6,521,986) (973,180) 33,712,351 45,939,114 
Expenses and other deductions 

Instructional 16,374,619 16,374,619 16,488,997 

Institutional support 8,724,147 8,724,147 8,932,259 

Student services 1,087,864 1,087,864 1,120,033 

Plant operations 4,484,490 4,484,490 5,342,218 

Auxiliary enterprises 8,999,358 8,999,358 5,977,929 

Total operating expenses 39,670,478 39,670,478 _37y861,436 

Change in net assets 1,537,039 (6,521,986) (973,180) (5,958,127) 8,077,678 

Net assets at beginning of the year 100,874,762 20,390,804 98,379,874 _119,645,440 _1_11,567,762 

Net assets at end of the year $ 102,411,801 $ 13,868,818 $ 97,406,694 $213,687,313 $ 219,645,440 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2012 and 2011 

2012 2011 
Cash Flows from Operating Activities 

Change in Net Assets $ (5,958,127) $ 8,077,678 
Adjustments to reconcile change in net assets 
to net cash provided (utilized) by operating activities 

Depreciation 2,806,512 2,450,088 
Contributions restricted for endowment and acquisition 

of long-term assets (2,348,888) (3,270,584) 
Non-cash contributions (1,164,497) 
Change in value of swap liability 936,607 
Net realized and unrealized losses (gains) on investments 4,531,401 (4,257,102) 
Investment income (988,240) (3,316,466) 
Loss (gain) on retirement of assets (554,250) 471,717 
Change in value of split-interest funds 99,990 (5,498,193) 
Decrease (increase) in operating assets: 

Receivables 454,110 76,062 
Unconditional promises to give 3,243,780 5,237,068 
Other assets (2,285,935) 25,290 

Increase (decrease) in operating liabilities: 
Accounts payable (706,401) 1,770,220 
Other accrued liabilities 164,772 189,150 
Deferred income 147,904 (371,286) 
Annuity liability 412,917 
Accrued postretirement benefit obligation 129,196 
Accrued postemployment benefit obligation (58,690) 45,729 

Net cash provided (utilized) by operating activities (1,550,756) 2,042,288 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 22,431,465 58,546,876 
Purchase of investments (23,272,671) (43,956,547) 
Investment in loan closing costs (241,284) 
Proceeds from sales of assets 7,271 
Investment in construction in progress (16,035,569) (20,450,481) 
Purchase of property, plant and equipment (1,488,689) (5,346,208) 

Net cash utilized by investing activities (18,606,748) (11,199,089) 

Cash Flows from Financing Activities 
Proceeds from bond issue 5,300,094 
Contributions restricted for endowments and 

acquisition of long-term assets 2,348,888 3,270,584 

Net cash provided by financing activities 7,648,982 3,270,584 

Net decrease in cash and cash equivalents (12,508,522) (5,886,217) 

Cash and cash equivalents at beginning of year 17,252,562 23,138,779 

Cash and cash equivalents at end of year $ 4,744,040 $ 17,252,562 

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



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements 

July 31, 2012 and 2011 

1 - Nature of Organization 

Page 5 

Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention ("SBC") by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the SBC and is an integrated auxiliary of that Convention. The Seminary is 
economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Seminary 
Development Foundation ("Development") and Southwestern Seminary Foundation ("Foundation"), Texas non
profit corporations. Development was formed to aid the Seminary in realizing its religious educational 
responsibility by acquiring and providing proper facilities and student housing to meet the needs of the Seminary. 
Foundation was formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit 
of and to further the purposes of the Seminary and to hold and manage the Seminary's investment portfolio. The 
Foundation's fiscal year end is June 30, 2012 and is consolidated as of that date. Development and Foundation are 
exempt from federal income tax under Section 50l(c)(3) of the Internal Revenue Code. In the event of dissolution 
of either Development or Foundation, all respective assets they have shall inure to the Seminary. All significant 
intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from the donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is received, 
the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Revenue recognition - Contributions are recognized as revenues in the period when unconditional promises to give 
are received. Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions to be received after one year are discounted 
at an appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2012 and 2011 

2 - Summary of Significant Accounting Policies ( continued) 

Revenue recognition (continued) 
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allowance for uncollectible receivables is provided based upon management's judgment including such factors as 
prior collection history, type of contribution and nature of fund raising activity. 

Investment returns on endowment and similar funds are reported as follows: 
• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 

principal of a permanent endowment fund; 
• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 

on the use of the income; 
• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - Occasionally, the Seminary receives support in the form of donated services. Those services 
are recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) 
require specialized skills, are provided by individuals possessing those skills, and would typically need to be 
purchased if not provided by contribution. Contributed services that do not meet these criteria are not recognized as 
revenue. No such amounts were recorded in the financial statements for the years ended July 30, 2012 and 2011. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts of assets 
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. 

Programs - Southwestern Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in 
Scripture, globally minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission 
through the execution of these major programs: 

Instructional - providing a biblically-based education for both undergraduate and postgraduate degrees in 
theology, evangelism and missions, church and family ministries, and church music 

Institutional support - providing support for the general operations 

Student services - providing placement and employment services to students 

Plant operations - providing for the maintenance and care of facilities, grounds, and equipment 

Auxiliary enterprises - providing housing, dining, recreational and other services to students and staff 

Cash and Cash Equivalents - For purposes of financial reporting, the Seminary considers all short-term investments, 
with an original maturity of three months or less, to be cash equivalents. 
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2 - Summary of Significant Accounting Policies ( continued) 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of each term. Amounts are 
reported net of an allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are 
considered past due. The Seminary determines its allowance by considering a number of factors, including the 
length of time student receivables are past due and the Seminary's previous loss history. The Seminary writes off 
accounts receivable when they are deemed uncollectible, and payments subsequently received on such receivables 
are credited to the allowance for doubtful accounts. Students whose accounts are not current are not allowed to 
enroll in future classes. Allowance for doubtful accounts for the years ended July 31, 2012 and 201 I was $125,000 
and $398,679, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the Statement of Activities. Investments received by 
gift or bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable at date of 
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value 
is determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties. Distributions 
from the trusts are recorded as endowment income and the carrying value of the investments is the current market 
value of underlying assets. 

Split-Interest Agreements - The Seminary is the beneficiary of split-interest agreements which are irrevocable 
charitable remainder trusts held by others and charitable gift annuities. At the dates these trusts are established, 
assets and contribution revenues are recognized for the present value of the estimated future benefits to be received 
when the trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the 
value of assets, accretions of the discount and other changes in the estimates of future benefits which are reflected 
in the Statement of Activities as a change in value of split-interest agreements. Liabilities under split-interest 
agreements are calculated based upon current actuarial assumptions used by trustees of the agreements. 

Other assets - Other assets include current assets that will be expensed within one year. For the year ended July 31, 
2012, other assets include $2,466,822 of costs prepaid for the Dead Sea Scroll Exhibit to be expensed during the 
exhibit period from August 2012 through January 2013. 

Property, Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than $3,000. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 

30 - 40 years 
3 - 10 years 

10 years 

Impairment of Long-Lived Assets - Management evaluates its long-lived assets for financial impairment whenever 
events or changes in circumstances indicate the carrying value of an asset may not be recoverable. An impairment 
loss is recognized when the estimated undiscounted future cash flows from the assets are less than the carrying 
value of the assets. Assets to be disposed of are reported at the lower of their carrying amount or fair value, less 
cost to sell. Management is of the opinion that the carrying amount of its long-lived assets does not exceed their 
estimated recoverable amount. 
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Advertising - The Seminary uses advertising to promote its major programs to the general public. The costs of 
advertising are expensed as incurred. Advertising expense was $464,470 and $317,519 for the years ended July 31, 
2012 and 2011, respectively. 

Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectability and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the Statement of Activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon the length 
of service and other factors. Compensated absences for vacation leave have not been accrued since they cannot be 
reasonably estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement - The Seminary uses a derivative to manage risks related to interest rate movements. 
The Seminary's interest-rate swap contracts are reported at fair value. The change in the swap contract's fair value 
is reported as a gain or loss in the Statement of Activities. The Seminary's risk management strategy is to stabilize 
cash flow requirements by maintaining a swap contract which effectively converts variable-rate debt to a fixed rate. 

3 - Unconditional Promises to Give 

Scheduled maturities of unconditional promises to give are as follows: 

Less than one year 
One to five years 

Less: unamortized discount at 4.0% 

Net unconditional promises to give 

$ 

$ 

2012 

300,000 
300 000 
600,000 

(27,172) 

572.828 

2011 

$ 3,284,081 
600,000 

3,884,081 

(67,473) 

_$___3_,816.608 

The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2012 or 2011. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2012 and 2011 was $1,270,702.94 and $1,290,473, 
respectively. These expenses are included in institutional support in the accompanying consolidated Statement of 
Activities. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements (Continued) 

July 31, 2012 and 2011 

5 - Cooperative Program 

Page 9 

One significant source of Seminary revenue is the Cooperative Program of the SBC. Churches 
participating in the Cooperative Program contribute to the SBC, which passes funds (according to an allocation 
formula) to the Seminary and other entities. The Seminary received $9,391,679 and $9,272,738 from the SBC for 
the years ended July 31, 2012 and 2011, respectively. 

6 - Investments 

The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following: 

2012 2011 

Mutual funds $ 79,128,230 $ 75,660,066 
Common stocks 25,177,698 27,344,645 
Closed-end funds 207,649 227,824 
Investments in partnerships 16,739,266 21,054,810 
Cash and cash equivalents 1 747 807 250 763 

.$_W,000,650 $ 124,538,lQS 

The "investments in partnerships" category is comprised of interests in certain limited partnerships and 
limited liability corporations and is carried at fair value as provided by the investment managers. The amounts 
realized upon disposition of these investments may differ from the value reflected in the financial statements and 
the differences could be material. Certain partnership agreements are restricted as to resale and may require 
advance noticed for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment 
activities of the underlying instruments of the partnerships, including market, credit, and currency risk. The 
Seminary's risk of loss as of July 31, 2012 and 2011, in any of its investment partnerships is limited to the value of 
the investment at July 31, 2012 or 2011. 

The following schedule details investment return for the years ended July 31: 

2012 2011 

Dividend and interest income $ 988,420 $ 3,316,466 
Net realized gains on investments 2,320,383 3,252,809 
Net unrealized gains (losses) on investments (644,550) 1,004,293 

$__2_,664,253 $ 7,573,568 

Investment fees are netted against dividend and interest income. 
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7 - Property and Equipment 

Property and equipment at July 31, 2012 and 2011 consist of the following: 

2012 2011 

Land $ 2,772,891 $ 2,635,079 
Buildings 114,922,235 102,159,310 
Equipment 14,898,125 13,457,787 
Improvements other than buildings 6,077,448 5,467,985 
Library books/microfilm/antiquities 13,572,601 13,302,289 

152,243,300 137,022,450 
Less: accumulated depreciation ( 49,502,799) ( 49,553,945) 

Total $102,140,501 $ 87,468,505 
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Buildings include construction in progress for the new chapel and student housing facilities, totaling 
$7,821,177 and $25,255,530 at July 31, 2012 and 2011, respectively. The Seminary capitalizes interest incurred 
during construction and during 2012 approximated $17,000. Additional commitments remaining under 
construction contracts total approximately $15,000,000. 

8 - Employee Benefits 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. Beginning in January 2009, 
the Seminary temporarily suspended contributions to the retirement plan until January 2011 at which time 
contributions were restored to 5% of base salary. In January 2012, the contribution was increased to 7% of base 
salary, along with a 1 % match of employee contribution. The Seminary's contribution for the years ended July 31, 
2012 and 2011 was $878,272 and $374,549, respectively. 

Postretirement and Postemployment Benefits 

The Seminary provides postemployment benefits to retired employees. The following table sets forth the 
future obligations at July 31: 

Accumulated benefit costs 
Employer contributions (benefits paid) 
Net periodic benefit cost (income) 
Discount rate assumed 

2012 

$ 342,016 
$ 41,407 
$ (17,283) 

2.60% 

$ 400,106 
$ 47,729 
$ 88,348 

4.00% 
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The Seminary provides postretirement life insurance benefits to retired employees. The following table 
sets forth the future obligations at July 31: 

Accumulated benefit costs 
Employer contributions (benefits paid) 
Net periodic benefit cost 
Discount rate assumed 

2012 

$ 940,640 
$ 57,410 
$ 88,348 

3.05% 

2011 

$ 811,444 
$ 
$ 

4.50% 

The Seminary cancelled its postretirement health coverage in 2010. The postretirement plan included a life 
insurance component which was not cancelled; however, the life liability was written off along with the health 
liability. The financial statements include a correction of a prior period error to restate the financial statements of 
2010 and reflect the liability for postretirement benefits of $811,444 at July 31, 2011. 

9 - Net Assets 

Unrestricted net assets at July 31, 2012 and 2011 consist of the following: 

For current operations 
Notes payable 
Endowment 
Invested in property, plant and equipment 
Unfunded postretirement benefits 
Unfunded postemployment benefits 

Total 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 

Total 

Permanently restricted net assets consist of the following: 

Loan funds 
Annuity and life income funds 
Endowment funds 

Total 

2012 

$ (6,696,902) 
(5,995,417) 
13,646,275 

102,740,501 
(940,640) 
(342,016) 

$102,411,801 

$ 1,375,006 
6,404,776 
6,089,036 

$ 13,868,818 

$ 1,911,396 
2,852,166 

92,643,132 

$ 97,406,694 

2011 

$ 4,550,659 

17,865,994 
79,670,259 

(811,444) 
(400,706) 

U00,874,762 

$ 5,247,840 
6,013,601 
9,129,363 

$ 20,390,804 

$ 1,961,140 
3,380,087 

93,038,647 

$ 98,319,874 
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The Seminary considers the following factors in making a determination to appropriate or accumulate 
donor-restricted endowment funds: the duration and preservation of the fund, the purposes of the Seminary and the 
donor-restricted endowment fund, general economic conditions, other resources of the Seminary, and the 
investment policies of the Seminary. 

2012 2011 

Endowment funds $ 123,000,650 $ 117,501,416 

(9,545,716) (9,445,726) Less: Annuity liability 

Endowment assets (net) $_Ll_3.454,934 $ 108.055,690 

Endowment net assets as of July 31, 2012 are composed of the following~ 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted endowment funds $ $ $ 97,406,694 $ 97,406,694 
Board-designated endowment funds 16,048,240 16,048,240 

Net Assets $ 16,048,240 $ $ 97,406,694 llil,4 54,934 

The change in endowment net assets for the year ended July 31, 2012 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Net assets, beginning of period $ 9,675,816 $ $ 98,379,874 $108,055,690 

Investment income (loss) 1,360,001 3,629,774 (2,325,522) 2,664,253 
Change in value of third-party trusts (99,990) (99,990) 
Total investment income 1,360,001 3,629,774 (2,425,512) 2,564,263 

Transfers 3,629,774 (3,629,774) 
Contributions 1,382,659 1,452,332 2,834,981 

Net assets, end of period $ l 6,048,24Q $ $ 97,406,694 $113,454,934 

Endowment net assets as of July 31, 2011 are composed of the followin~ 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted endowment funds $ $ $ 98,379,874 $ 98,379,874 
Board-designated endowment funds 9,675,816 9,675,816 

Net Assets $ 9,675,816 $ ~,379,874 $ 108,055,690 
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10 - Endowment Investments (continued) 

The change in endowment net assets for the year ended July 31, 2011 is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $ 16,679,483 $ $ 90,524,241 

Investment income 5,726,108 1,798,816 48,644 
Change in value of third-party trusts 5,498,193 
Total investment income 5,726,108 1,798,816 5,546,837 

Contributions 2,308,796 
Distributions (12,729,775) (1,798,816) 

Net assets, end of period $ 9,675,816 $ $ 98,379,874 
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Total 

$107,203,724 

7,573,568 
5,498,193 

13,071,761 

2,308,796 
(14,528,591) 

$108,055,690 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Funds with Deficiencies -From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or UPMIF A requires the Seminary to retain as a fund of 
perpetual duration. In accordance with GAAP, deficiencies of this nature are reported in unrestricted net assets. 
There were no funds with deficiencies for the years ended July 31, 2012 and 201 l. These deficiencies resulted 
from unfavorable market fluctuations that occurred shortly after the investment of new permanently restricted 
contributions and continued appropriation for certain programs that was deemed prudent by the Seminary. 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce results that exceed the price and yield results of the S&P 500, or 
other recognized market indexes, while assuming moderate level of investment risk. The Seminary expects its 
endowment funds, over time, to provide an average rate of return of approximately 8% annually. Actual returns in 
any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 16 quarter moving average of portfolio values, with a budgeting lead of seven months. 
(That is, the moving average will be determined seven months before the fiscal year in which the funds are to be 
spent.) In establishing this policy, the Seminary considers the long-term expected return on its endowment. This is 
consistent with the Seminary's objective to maintain the purchasing power of the endowment assets held in 
perpetuity or for a specified term as well as to provide additional real growth through new gifts and investment 
return. The Board of Trustees has the right to recommend against expenditure of earnings or gains in any given 
year due to factors such as financial market conditions or poor investment performance. 

11 - Fair Value Measurements 

Fair value hierarchy is used to disclose the inputs to fair value measurement. This hierarchy prioritizes the 
inputs into three broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for 
identical assets or liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active markets or 
inputs that are observable for the asset or liability, either directly or indirectly through market corroboration, for 
substantially the full term of the financial instrument. Level 3 inputs are unobservable inputs based on the 
Seminary's assumptions used to measure assets and liabilities at fair value. A financial asset or liability's 
classification within the hierarchy is determined based on the lowest level input that is significant to the fair value 
measurement. 

Financial instruments by category level at July 31, 2012 are as follows: 

Fair Value Level 1 Level 2 Level3 
Investments 

Endowment funds $ 101,268,168 $ 84,528,902 $ 3,307,531 $ 13,431,735 
Other 9,289,313 9,289,313 
Annuities, net 2,897,453 2,897,453 

Financial instruments $ 113,454.934 $ 96,715.668 $ 3,307,531 $ 13,431.735 

Financial instruments by category level at July 31, 2011 are as follows: 

Fair Value Level 1 Level 2 Level3 
Investments 

Endowment funds $ 104,139,853 $ 83,085,043 $ 3,323,936 $ 17,730,874 
Other 7,036,692 7,036,692 
Annuities, net 3,915,837 3,915,837 

Financial instruments $ 115,092,382 $ 94,037,572 _$___3_,323,936 $ 17,730,814 
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Fair value for money market funds, equities, mutual funds, and closed-end funds are determined by 
reference to quoted market prices and other relevant information generated by market transactions. The fair values 
for investment in partnerships have been estimated using the net asset value per share of the investments as 
provided by the fund managers. 

The change in value of level 3 inputs, which are measured at fair value on a reoccurring basis using 
significant unobservable inputs, are as follows: 

Balance at July 31, 2010 
Redemptions 
Change in estimated fair value 
Balance at July 31, 2011 
Redemptions 
Change in estimated fair value 

Balance at July 31, 2012 

12 - Notes Payable 

$ 17,535,586 
(996,757) 

1,192,045 
$ 17,730,874 

(3,847,457) 
(451,682) 

$ 13,431,735 

In fiscal year 2012, the Seminary entered into a financing arrangement ("Loan") with a bank, for the 
purpose of paying for construction of 252 new student housing units. The Loan is structured with $16,000,000 of 
tax-exempt bonds and a $7,000,000 taxable loan with the bank. The tax-exempt portion of the Loan is amortized 
over 20 years, with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day 
LIBOR rate plus 156 basis points. The 90-day LIBOR rate is 0.35% at July 31, 2012. During the first two years of 
the Loan, quarterly payments are for interest only, with both principle reduction and interest payments thereafter. 
The taxable portion of the loan is due December 30, 2016, with interest calculated as 90-day LIBOR rate plus 200 
basis points. The Loan is secured with deeds of trust on land and buildings in Fort Worth, Texas. 

As of July 31, 2012, the Seminary has borrowed $5,300,094 against the Loan. 

Scheduled principle payments for loans outstanding at July 31, 2012 for the following five years ended July 
3 1 and thereafter are as follows: 

2013 $ 
2014 303,855 
2015 416,026 
2016 429,080 
2017 440,220 
Thereafter 3,710,913 

Total $ 5,300,094 

The Seminary entered into an interest rate swap ("Swap") as a hedge against exposure to variances in 
interest rates applied to the Loan. The differential interest required to be paid or that will be received under this 
agreement is accrued consistent with the terms of the agreement and is recognized in the Statement of Activities 
and included in the Notes Payable. The notional principal amount of the swap agreement is $16,000,000. The 
interest rate for the bonds is the floating weekly interest rate with an average coupon rate projected to be 65% of 
LIBOR plus 1.56% (currently 1.79%). The agreement effectively fixes the Seminary's interest rate exposure at 
3.00% for a period often years ending December 2021. 
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Generally accepted accounting principles require derivative instruments, such as interest rate swap 
agreements, to be recognized at fair value as either assets or liabilities in the Statement of Financial Position. 
Accordingly, $936,607, which is representative of the value of the swap agreement at July 31, 2012, is included in 
the Notes Payable on the Statement of Financial Position. Value has been measured based on estimate of the 
amount needed to settle the agreement as calculated by the counterparty to the swap agreement. Such calculations 
were based on changes in market conditions and/or assumptions underlying the valuation models. 

13 - Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids 
significant concentration of credit risk with respect to these investments. 

14 - Lease Commitments 

The Seminary has non-cancelable operating leases for copier services expiring October 2014. Lease 
expenses were $253,341 and $259,380 for the years ended July 31, 2012 and 2011, respectively. The Seminary's 
future minimum lease payments under the lease agreements are as follows for the years ended July 31: 

2013 
2014 
2015 
2016 
2017 

Future minimum lease payments 

15 -Accounting for Uncertain Tax Positions 

$ 256,199 
251,892 
235,854 
228,540 

96,941 

$_J ,069.426 

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501(c)(3) 
of the Internal Revenue Code as other than a private foundation, except on net income derived from unrelated 
business activities. The Seminary is subject to unrelated business income tax on certain rental activities. The 
Seminary paid no taxes for unrelated business income tax in 2012 or 2011 as expenses exceeded revenues. The 
Seminary believes that it has appropriate support for any tax positions taken, and as such, does not have any 
uncertain tax positions that are material to the financial statements. The tax years ending in 2009, 2010 and 2011 
are open to both federal and state examination. 
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The Seminary has entered into several split interest agreements with donors whereby in exchange for the 
gift from the donor the Seminary is obligated to provide an annuity to the donor or other designated beneficiaries 
for a specific number of years. Liability under annuity contracts is recognized on the Statement of Financial 
Position for the estimated present value of expected future payments to income beneficiaries, and an annuity 
investment is recorded at fair market value for the asset. The discount rates used in calculating the annuity 
obligation are those provided in Internal Revenue Service guidelines. 

17 - Subsequent Events 

The Seminary has evaluated subsequent events through October 5, 2012, which is the date the financial 
statements were available to be issued. 

18 - Reclassifications 

The Seminary has reclassified certain amounts in the 2011 summarized financial statements in order to 
conform to the classifications presented for 2012. 
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To the Board of Trustees, 

~ &A<Mociaf~ !13. G. 
ee/'{jlid .!£a6lcc .Accotl/WUlkY 

INDEPENDENT AUDITOR'S REPORT 

Southwestern Baptist Theological Seminary: 

We have audited the accompanying consolidated financial statements of Southwestern Baptist 
Theological Seminary (the "Seminary") (a Texas nonprofit organization) which comprise the 
Consolidated Statements of Financial Position as of July 31, 2013, and the related Consolidated 
Statements of Activities and Cash flows for the year then ended, and the related notes to the consolidated 
financial statements. The prior year's summarized comparative information has been derived from the 
Seminary's 2012 consolidated financial statements and, in our report dated October 5, 2012, we expressed 
an unqualified opinion on those consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of these consolidated 

financial statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of consolidated financial statements that are free from material 
misstatement, whether due to error or fraud. 

Auditor's Responsibility 
Our responsibility is to express an opinion on these consolidated financial statements based on 

our audit. We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatements of the financial statements, whether due to 
error or fraud. In making those risk assessments, the auditor considers internal control relevant to the 
entity's preparation and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

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

Opinion 
In our oprmon, the consolidated financial statements referred to above present fairly, in all 

material respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 
2013,!and the changes in its net assets and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 

October 4, 2013 

3221 Collinsworth St., Suite 122 • Fort Worth, TX 76107 • www.ratliffcpas.com 
(817) 332-3222 • Fax: (855) 406-7174 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Financial Position 
July 31, 2013 and 2012 

Temporarily Permanently 2013 2012 
ASSETS Unrestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 1,650,961 $ 909,428 $ $ 2,560,389 $ 4,744,040 

Accounts receivable, net 518,658 7,133 525,791 446,844 

Unconditional promises to give, net 192,308 96,154 288,462 572,828 

Other assets 861,777 861,777 3,097,241 

Investments 
Endowment funds 14,705,359 95,480,143 110,185,502 101,268,168 
Split-interest funds 13,784,277 13,784,277 12,443,169 

Subtotal 14,705,359 109,264,420 123,969,779 113,711,337 

Other investments 6,710,972 1,032,892 7,743,864 9,289,313 
Total lnvestments 21,416,331 1,032,892 109,264,420 131,713,643 123,000,650 

Due from (to) other funds (13,525,387) 13,036,829 488,558 

Property, plant and equipment, net 115,959,394 115,959,394 102,740,501 

Total Assets $ 126,881,734 $ 15,171,457 $ 109,856,265 $ 251,909,456 $ 234,546,759 

LIABILITIES AND NET ASSETS 

Accounts payable $ 2,491,859 $ $ $ 2,491,859 $ 2,650,755 

Accrued salaries and benefits 615,784 615,784 541,993 

Deposits and agency funds 153,890 153,890 153,190 

Deferred income 672,139 672,139 503,780 

Notes payable 20,053,088 20,053,088 6,236,701 

Liability under annuity contracts 9,708,175 9,708,175 9,545,716 

Accrued postretirement benefit obligation 794,892 794,892 940,640 

Accrued postemployment benefit obligation 401,411 401,411 342,016 

Total Liabilities 25,183,063 9,708,175 34,891,238 20,914,791 

Net Assets 
Unrestricted 101,698,671 101,698,671 102,411,801 

Temporarily restricted 15,171,457 15,171,457 13,868,818 

Permanently restricted 100,148,090 100,148,090 97,406,694 

Total Net Assets 101,698,671 15,171,457 100,148,090 217,018,218 213,687,313 

Total Liabilities and Net Assets $ 126,881,734 $ 15,171,457 $ 109,856,265 $ 251,909,456 $ 234,546,759 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Consolidated Statements of Activities 

For the Years Ended July 31, 2013 and 2012 

Temporarily Permanently 2013 2012 
Umestricted Restricted Restricted Total Total 

Revenues and other additions 

Tuition and fees $ 10,796,987 $ $ $ 10,796,987 $ 10,507,752 

Scholarships and fellowships (3,829,786) (3,829,786) (3,663,820) 

Gifts 
Cooperative program 8,997,213 8,997,213 9,391,679 

Student aid 2,654,473 2,654,473 2,456,862 

Endowment 2,219,794 2,219,794 1,452,332 

Other 1,058,085 1,572,996 2,631,081 1,911,176 

Change in value of investments 10,131,627 2,601,575 684,062 13,417,264 2,664,253 

Change in value of split interest funds (162,460) (162,460) (99,990) 

Auxiliary enterprises 8,618,161 8,618,161 8,209,097 

Other 583,581 583,581 883,010 

Net assets released from restriction 5,526,405 (5,526,405) 

Total Revenues 41,882,273 1,302,639 2,741,396 45,926,308 33,712,351 

Expenses and other deductions 

Instructional 15,612,392 15,612,392 16,374,619 

Institutional support 9,821,881 9,821,881 8,724,147 

Student services 1,276,840 1,276,840 1,087,864 

Plant operations 5,522,784 5,522,784 4,484,490 

Auxiliary enterprises 10,361,506 10,361,506 8,999,358 

Total Operating Expenses 42,595,403 42,595,403 39,670,478 

Change in Net Assets (713,130) 1,302,639 2,741,396 3,330,905 (5,958,127) 

Net Assets at Beginning of Year 102,411,801 13,868,818 97,406,694 213,687,313 219,645,440 

Net Assets at End of Year $ 101,698,671 $ 15,171,457 $ 100,148,090 $217,018,218 $213,687,313 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2013 and 2012 

2013 2012 
Cash Flows from Operating Activities 

Change in Net Assets $ 3,330,905 $ (5,958,127) 
Adjustments to reconcile change in net assets 
to net cash utilized by operating activities: 

Depreciation and amortization 3,263,476 2,806,512 
Contributions restricted for endowment and acquisition 

of long-term assets (3,309,916) (2,348,888) 
Non-cash contributions (1,566,931) (1,164,497) 
Change in value of swap liability (656,092) 936,607 
Net realized and unrealized losses (gains) on investments (9,592,965) 4,531,401 
Investment income (1,842,488) (988,240) 
Loss (gain) on retirement of assets 197,994 (554,250) 
Change in value of split-interest funds 427,131 99,990 
Decrease (increase) in operating assets: 

Receivables (78,947) 454,110 
Unconditional promises to give 284,366 3,243,780 
Other assets 2,211,464 (2,285,935) 

Increase (decrease) in operating liabilities: 
Accounts payable (158,896) (706,401) 
Other accrued liabilities 74,491 164,772 
Deferred income 168,359 147,904 
Accrued postretirement benefit obligation (145,748) 129,196 
Accrued postemployment benefit obligation 59,395 (58,690) 

Net Cash Utilized by Operating Activities (7,334,402) (1,550,756) 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 22,333,152 22,431,465 
Purchase of investments (18,308,433) (23,272,671) 
Investment in loan closing costs (241,284) 
Investment in construction in progress (15,624,773) (16,035,569) 
Purchase of property, plant and equipment (1,031,590) (1,488,689) 

Net Cash Utilized by Investing Activities (12,631,644) (18,606,748) 

Cash Flows from Financing Activities 
Proceeds from bond issue 10,699,906 5,300,094 
Proceeds from letter of credit 4,147,573 
Payments on note payable (375,000) 
Contributions restricted for endowments and 

acquisition of long-term assets 3,309,916 2,348,888 

Net Cash Provided by Financing Activities 17,782,395 7,648,982 

Net Decrease in Cash and Cash Equivalents (2,183,651) (12,508,522) 

Cash and Cash Equivalents at Beginning of Year 4,744,040 17,252,562 

Cash and Cash Equivalents at End of Year $ 2,560,389 $ 4,744,040 

The accompanying notes are an integral part of these financial statements. 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a nonprofit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention ("SBC") by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the SBC and is an integrated auxiliary of the SBC. The Seminary is 
economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Theological 
Seminary Development Foundation ("Development") and Southwestern Seminary Foundation ("Foundation"), 
Texas nonprofit corporations. Development was formed to aid the Seminary in realizing its religious educational 
responsibility by acquiring and providing proper facilities and student housing to meet the needs of the Seminary. 
Foundation is organized and operated for the benefit of and to further the purposes of the Seminary and to hold and 
manage a portion of the Seminary's endowment portfolio. Development and Foundation are exempt from federal 
income tax under Section 50l(c)(3) of the Internal Revenue Code. In the event of dissolution of either 
Development or Foundation, all respective assets they have shall inure to the Seminary. All significant 
intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received 
with donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Revenue Recognition - Contributions are recognized as revenues in the period when unconditional promises to give 
are received. Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions to be received after one year are discounted 
at an appropriate discount rate commensurate with the risks involved. Amortization of discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An 
allowance for uncollectible receivables is provided based upon management's judgment including such factors as 
prior collection history, type of contribution and nature of fund raising activity. 
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2 - Summary of Significant Accounting Policies (continued) 

Revenue Recognition ( continued) 

Investment returns on endowment and similar funds are reported as follows: 
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• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - Occasionally, the Seminary receives support in the form of donated services. Those services are 
recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) require 
specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if 
not provided by contribution. Contributed services that do not meet these criteria are not recognized as revenue. 
No such amounts were recorded in the consolidated financial statements for the years ended July 30, 2013 and 
2012. 

Estimates - The preparation of consolidated financial statements in conformity with United States generally 
accepted accounting principles ("GAAP") requires management to make estimates and assumptions that affect 
certain reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the 
consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. 
Accordingly, actual results could differ from those estimates. 

Programs - The Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, 
globally minded, supportive of the local church, encouraging of Godly character, in pursuit of lifelong 
relationships, and dedicated to professional excellence and lifelong learning. The Seminary fulfills its mission 
through the execution of these major programs: 

Instructional - providing a biblically-based education for both undergraduate and postgraduate degrees in 
theology, evangelism and missions, church and family ministries, and church music 

Institutional support - providing support for general operations 

Student services - providing placement and employment services to students 

Plant operations - providing for maintenance and care of facilities, grounds, and equipment 

Auxiliary enterprises - providing housing, dining, recreational and other services to students and staff 

Cash and Cash Equivalents - For purposes of financial reporting, the Seminary considers all short-term investments, 
with an original maturity of three months or less, to be cash equivalents. 
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Accounts Receivable - The Seminary's accounts receivable are due primarily :from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of each term. Amounts are 
reported net of an allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are 
considered past due. The Seminary determines its allowance by considering a number of factors, including the 
length of time student receivables are past due and the Seminary's previous loss history. The Seminary writes off 
accounts receivable when they are deemed uncollectible, and payments subsequently received on such receivables 
are credited to the allowance for doubtful accounts. Typically, students whose accounts are not current are not 
allowed to enroll in future classes. Allowance for doubtful accounts for the years ended July 31, 2013 and 2012, 
was $230,095 and $125,000, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses of investments are reflected in the Consolidated Statements of Activities. Investments 
received by gift or bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable 
at date of effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the 
fair value is determinable. Purchased investments or debt securities which are not marketable with readily 
determinable fair values are carried at cost unless there has been an impairment of value considered to be other than 
temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties. 
Distributions :from the trusts are recorded as endowment income and the carrying value of the investments is the 
current market value of underlying assets. 

Split-Interest Funds - The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable 
remainder trusts held by others and charitable gift annuities. At the dates these trusts are established, assets and 
contribution revenues are recognized at the present value of the estimated future benefits to be received when the 
trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the value of 
assets, accretions of the discount and other changes in the estimates of future benefits which are reflected in the 
Consolidated Statements of Activities as a change in value of split-interest funds. Liabilities under annuity 
contracts are calculated based upon current actuarial assumptions used by trustees of the agreements. The discount 
rates used in calculating the annuity obligation are those provided in Internal Revenue Service guidelines. 

Other Assets - Other assets include current assets that will be expensed within one year. For the year ended July 
31, 2012, other assets included $2,466,822 that were expensed during fiscal year 2013. 

Property, Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 

30 - 40 years 
5 - 10 years 

30 years 

Impairment of Long-Lived Assets - Management evaluates its long-lived assets for financial impairment whenever 
events or changes in circumstances indicate the carrying value of an asset may not be recoverable. An impairment 
loss is recognized when the estimated undiscounted future cash flows :from the assets are less than the carrying 
value of the assets. Assets to be disposed of are reported at the lower of their carrying amount or fair value, less 
cost to sell. Management is of the opinion that the carrying amount of its long-lived assets does not exceed their 
estimated recoverable amount. 
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Advertising - The Seminary uses advertising to promote its major programs to the general public. The costs of 
advertising are expensed as incurred. Advertising expense was $1,372,611 and $464,470 for the years ended July 
31, 2013 and 2012, respectively. 

Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectability and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the Consolidated Statements of Activities. Accordingly, certain expenses have 
been allocated among the programs and supporting services benefited. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon their 
length of service and other factors. Compensated absences for vacation leave have not been accrued since they 
cannot be reasonably estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement - The Seminary uses a derivative to manage risks related to interest rate movements. 
The Seminary's interest rate swap contract ("swap") is reported at fair value. The Seminary's risk management 
strategy is to stabilize cash flow requirements by maintaining a swap contract which effectively converts variable
rate debt to a fixed rate. The change in the swap contract's fair value is reported as a gain or loss in the 
Consolidated Statements of Activities. 

3 - Unconditional Promises to Give 

Scheduled maturities of unconditional promises to give are as follows: 

2013 2012 

Less than one year $ 300,000 $ 307,000 
One to five years 300 000 

300,000 607,000 

Less: unamortized discount at 4.0% (11,538) (34,172) 

Net unconditional promises to give $ 288,462 $ 572,828 

The Seminary evaluates the collectability of promises to give, and no allowance for doubtful accounts was 
considered necessary at July 31, 2013 or 2012. 

4 - Fund-Raising Activities 

Fund-raising expense for the years ended July 31, 2013 and 2012, was $1,351,339 and $1,270,702, 
respectively. These expenses are included in institutional support in the accompanying Consolidated Statements of 
Activities. 
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A significant source of Seminary revenue is the Cooperative Program of the SBC. Churches participating 
in the Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the 
Seminary and other entities. The Seminary received $8,997,213 and $9,391,679 from the SBC for the years ended 
July 31, 2013 and 2012, respectively. 

Distributions by state, as provided by the Executive Committee of the Southern Baptist Convention for 
years ended July 31 are as follows: 

2013 2012 

Alabama $ 829,549 $ 870,884 
Alaska 10,737 10,756 
Arizona 38,385 39,164 
Arkansas 422,385 425,251 
California 97,717 104,338 
Colorado 25,217 28,754 
Dakota 2,210 2,185 
District of Columbia 1,542 1,628 
Florida 595,087 626,968 
Georgia 776,180 952,113 
Hawaii Pacific 18,440 17,870 
Illinois 123,084 116,672 
Indiana 39,955 45,276 
Iowa 4,577 4,728 
Kansas-Nebraska 29,836 30,184 
Kentucky 456,949 464,781 
Louisiana 372,059 386,123 
Maryland-Delaware 88,196 87,660 
Michigan 12,872 15,460 
Minnesota-Wisconsin 3,205 3,093 
Mississippi 560,260 558,610 
Missouri 257,914 271,687 
Montana 5,158 5,099 
Nevada 12,675 10,711 
New England 4,777 4,233 
New Mexico 42,731 45,889 
New York 9,101 10,224 
North Carolina 490,984 505,953 
Northwest 33,349 33,012 
Ohio 86,098 83,075 
Oklahoma 560,057 499,668 
Pennsylvania-South Jersey 9,902 9,935 
Puerto Rico/U.S. Virgin Islands 229 242 
South Carolina 540,369 565,088 
Tennessee 675,074 718,417 
Texas-BGCT 529,888 558,956 
Texas-SB TC 708,109 708,351 
Utah-Idaho 7,104 8,361 
Virginia-EGA V 74,399 84,580 
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Virginia-SB CV 
West Virginia 
Wyoming 

Churches and individuals 

July 31, 2013 and 2012 

Total Cooperative Program Allocation 

6 - Investments 

190,072 
21,868 

6 077 
8,774,377 

222,836 

$ 8,997,213 
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198,027 
22,329 

7 059 
9,143,394 

248,285 

$ 9,391,679 

The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Consolidated Statements of Activities. Investments consist of the following: 

Mutual funds 
Common stocks 
Closed-end funds 
Investments in partnerships 
Cash and cash equivalents 
Other 

Total 

2013 

$ 88,576,419 
23,774,263 

1,832,150 
13,765,693 
3,557,229 

207 889 

$131,713,643 

2012 

$ 79,128,230 
25,177,698 

207,649 
16,739,266 
1,747,807 

$ 123,000,650 

The "Investments in partnerships" category is comprised of interests in certain limited partnerships and 
limited liability corporations and is carried at fair value as provided by the investment managers. The amounts 
realized upon disposition of these investments may differ from the value reflected in the consolidated fmancial 
statements and the differences could be material. Certain partnership agreements are restricted as to resale and may 
require advance notice for redemption or withdrawal. These investments are subject to various risk factors arising 
from the investment activities of the underlying instruments of the partnerships, including market, credit, and 
currency risk. The Seminary's risk of loss as of July 31, 2013 and 2012, in any of its investment partnerships is 
limited to the value of the investment at July 31, 2013 or 2012. 

The following schedule details investment return for the years ended July 31: 

2013 2012 

Dividend and interest income, net of fees $ 1,842,488 $ 988,420 
Net realized gains on investments 1,368,972 2,320,383 
Net unrealized gains (losses) on investments 10,205,804 (644,550) 

Total $ 13,417,264 $ 2,664,253 
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Property and equipment at July 31, 2013 and 2012, consist of the following: 

2013 

Land $ 2,837,827 
Buildings 129,495,784 
Equipment 13,997,500 
Improvements other than buildings 6,142,870 
Library books/microfilm/antiquities 13,703,220 

166,177,201 

Less: accumulated depreciation ( 50,217,807) 

Total $115,959,394 
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2012 

$ 2,772,891 
114,922,235 
14,898,125 
6,077,448 

13,572,601 
152,243,300 

( 49,502,799) 

$ 1 Q2, 740,501 

Buildings include construction in progress for student housing facilities, totaling $7,157,449 and 
$7,821,177 at July 31, 2013 and 2012, respectively. The Seminary capitalizes interest incurred during construction, 
which amounted to $159,486 and $17,000 during 2013 and 2012, respectively. Additional scope remaining under 
construction contracts total approximately $900,000 at July 31, 2013. 

8 - Employee Benefits 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary's contribution 
for the years ended July 31, 2013 and 2012, was $1,013,070 and $878,272, respectively. 

Postretirement and Postemployment Benefits 

The Seminary provides postemployment benefits to retired employees. The following table sets forth 
future obligations at July 3 1: 

Accumulated benefit costs 
Employer contributions 
Net periodic benefit cost (income) 
Discount rate assumed 

2013 

$ 401,411 
$ 39,655 
$ 99,050 

3.45% 

2012 

$ 342,016 
$ 41,407 
$ (17,283) 

2.60% 

The Seminary provides postretirement life insurance benefits to retired employees. The following table 
sets forth future obligations at July 31: 

Accumulated benefit costs 
Employer contributions 
Net periodic benefit cost 
Discount rate assumed 

2013 

$ 794,892 
$ 58,253 
$ 41.623 

4.10% 

2012 

$ 940,640 
$ 57 410 
$ 88,348 

3.05% 
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Net assets at July 31: 

Unrestricted net assets consist of the following: 

For current operations 
Notes payable 
Endowment 
Invested in property, plant and equipment 
Unfunded postretirement benefits 
Unfunded postemployment benefits 

Total 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 

Total 

Permanently restricted net assets consist of the following: 

Loan funds 
Annuity and life income funds 
Endowment funds 

Total 

2013 

$ (7,716,691) 
(20,053,088) 
14,705,359 

115,959,394 
(794,892) 
(401,411) 

_$_JJ1_1.698,67 l 

$ 4,341,631 
8,043,924 
2,785,902 

$ 15,171,457 

$ 591,845 
4,076,102 

95,480,143 

$ 100,148,090 

Net assets released during the year ended July 31, 2013, are for the following purposes: 

Scholarships 
Capital projects 
Other 

Total 
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2012 

$ (6,696,902) 
(5,995,417) 
13,646,275 

102,740,501 
(940,640) 
(342,016) 

$102,411,801 

$ 1,375,006 
6,404,776 
6,089,036 

$ 13,868,818 

$ 1,911,396 
2,852,166 

92,643,132 

$ 97,406,694 

$ 3,829,786 
875,337 
821,282 

$ 5,526,405 
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The Seminary considers the following factors in making a determination to appropriate or accumulate 
donor-restricted endowment funds: the duration and preservation of the fund, the purposes of the Seminary and the 
donor-restricted endowment fund, general economic conditions, other resources of the Seminary, and the 
investment policies of the Seminary. 

Endowment funds 
Less: Annuity liability 

Endowment assets (net) 

2013 

$ 123,969,779 
(9,708,175) 

$ 114,261,604 

Endowment net assets as of July 31, 2013, are composed of the following: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-restricted endowment funds $ $ $ 99,556,245 
Board-designated endowment funds 14,705,359 

Net Assets $ 14,105,359 $ $ 99,556,245 

The change in endowment net assets for the year ended July 31, 2013, is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $ 7,350,772 $ $ 96,814,849 

Investment income 7,354,587 684,062 
Change in value of third-party trusts (162,460) 
Total investment income 7,354,587 521,602 

Contributions 2,219,794 

Net assets, end of period $ 14,105,359 $ $ 99,556.245 

Endowment net assets as of July 31, 2012, are composed of the following: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-restricted endowment funds $ $ $ 96,814,849 
Board-designated endowment funds 7,350,772 

Net Assets $ 7,350,112 $ $ 96,814,849 

2012 

$ 113,711,337 
(9,545,716) 

$104,165,621 

Total 

$ 99,556,245 
14,705,359 

$114,261.604 

Total 

$104,165,621 

8,038,649 
(162,460) 

7,876,189 

2,219,794 

$ 114,261.604 

Total 

$ 96,814,849 
7,350,772 

$104,165,621 
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The change in endowment net assets for the year ended July 31, 2012, is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Net assets, beginning of period $ 9,675,815 $ $ 98,379,874 

Investment loss (2,325,043) (2,917,367) 
Change in value of third-party trusts (99,990) 
Total investment loss (2,325,043) (3,017,357) 

Contributions 1,452,332 

Net assets, end of period $ 7,350,172 $ $ 96,814,849 
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Total 

$108,055,689 

(5,242,410) 
(99,990) 

(5,342,400) 

1,452,332 

$104,165,621 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted 
endowment funds may fall below the original gift value (become "underwater"). In accordance with GAAP and the 
Texas Uniform Prudent Management of Institutional Funds Act ("TUPMIF A"), deficiencies of this nature are 
reported in unrestricted net assets. 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while assuming 
moderate level of investment risk. The Seminary expects its endowment funds, over time, to provide an average 
rate of return of approximately 8% annually. Actual returns in any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 

Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 16 quarter moving average of portfolio values, with a budgeting lead of seven months. 
This is consistent with the Seminary's objective to maintain purchasing power of endowment assets held in 
perpetuity or for a specified term as well as to provide additional real growth through new gifts and investment 
return. The Board of Trustees has the right to recommend against expenditure of earnings or gains in any given 
year due to factors such as financial market conditions or poor investment performance. 
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Fair value hierarchy is used to disclose the inputs to fair value measurement. This hierarchy prioritizes the 
inputs into three broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for 
identical assets or liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active markets or 
inputs that are observable for the asset or liability, either directly or indirectly through market corroboration, for 
substantially the full term of the financial instrument. Level 3 inputs are unobservable inputs based on the 
Seminary's assumptions used to measure assets and liabilities at fair value. A financial asset or liability's 
classification within the hierarchy is determined based on the lowest level input that is significant to the fair value 
measurement. Transfers between levels in the fair value hierarchy are recognized at the end of the reporting period. 

Financial instruments by input level at July 31, 2013, are as follows: 

Fair Value Level 1 Level 2 Level3 
Investments 

Endowment funds $ 110,185,502 $ 96,014,326 $ 1,148,791 $ 13,022,385 
Other 7,743,864 7,743,864 
Annuities, net 4,076,102 4,076,102 

Financial instruments $ 122,0QS,468 $ 1 Ql,834,292 $__1, 148,791 $ 13,Q22,385 

Financial instruments by input level at July 31, 2012, are as follows: 

Fair Value Level I Level2 Level3 
Investments 

Endowment funds $ 101,268,168 $ 84,528,902 $ 3,307,531 $ 13,431,735 
Other 9,289,313 9,289,313 
Annuities, net 2,897,453 2,897,453 

Financial instruments $ 113,454,934 $ 96,715,668 $ 3,3Q7,531 $ 13,431,735 

Fair value for money market funds, equities, mutual funds, and closed-end funds are determined by 
reference to quoted market prices and other relevant information generated by market transactions. The fair values 
for investment in partnerships have been estimated using the net asset value per share of the investments as 
provided by the fund managers. 

The change in value of level 3 inputs, which are measured at fair value on a reoccurring basis using 
significant unobservable inputs, are as follows: 

Balance at July 31, 2011 
Redemptions 
Change in estimated fair value 

Balance at July 31, 2012 
Redemptions 
Change in estimated fair value 

Balance at July 31, 2013 

$ 17,730,874 
(3,847,457) 

(451,682) 

13,431,735 
(4,571,242) 
4,161,892 

$ 13,Q22,385 
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In fiscal year 2012, the Seminary entered into a financing arrangement ("Loan") with a bank, for the 
purpose of paying for construction of 252 student housing units. The Loan is structured with $16,000,000 of tax.
exempt bonds and a $7,000,000 taxable loan with the bank. The tax-exempt portion of the Loan is amortized over 
20 years, with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day 
LIBOR rate plus 156 basis points. The 90-day LIBOR rate is 0.27% at July 31, 2013. During the first two years of 
the Loan, quarterly payments are for interest only, with both principal reduction and interest payments thereafter. 
The taxable portion of the loan is due December 30, 2016, with interest calculated as 90-day LIBOR rate plus 200 
basis points. The Loan is secured with securities and deeds of trust on land and buildings in Fort Worth, Texas. 

As of July 31, 2013, the total amount borrowed is $19,772,573. Scheduled principal payments for loans 
outstanding at July 31, 2013, for the following five years ended July 31 and thereafter are as follows: 

2014 $ 647,389 
2015 669,212 
2016 690,425 
2017 7,715,046 
2018 739,151 
Thereafter 9,311,350 

Total $ 19,772,573 

The Seminary entered into an interest rate swap agreement as a hedge against exposure to variances in 
interest rates applied to the Loan. The differential interest required to be paid or that will be received under this 
agreement is accrued consistent with the terms of the agreement and is recognized in the Consolidated Statements 
of Activities. The notional principal amount of the swap agreement is $16,000,000. The interest rate is determined 
quarterly based upon 65% of the 90-Day LIBOR plus 1.56% (1.74% at July 31, 2013). The agreement effectively 
fixes the Seminary's interest rate exposure at 3.25% for a period of ten years ending December 2021. 

Generally accepted accounting principles require derivative instruments, such as interest rate swap 
agreements, to be recognized at fair value as either assets or liabilities in the Consolidated Statements of Financial 
Position. Accordingly, liabilities of $280,515 and $936,607, which is representative of the value of the swap 
agreement atJuly 31, 2013 and 2012, respectively, is included in Notes Payable on the Consolidated Statements of 
Financial Position. Value has been measured based on estimate of the amount needed to settle the agreement as 
calculated by the counterparty to the swap agreement. Such calculations were based on changes in market 
conditions and/or assumptions underlying the valuation models. 

The Seminary incurred total interest expense for the years ending July 31, 2013 and 2012, of $353,331 and 
$17,000, respectively, of which $159,486 and $17,000 was capitalized in each respective year. 

13 - Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Seminary currently invests primarily in 
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids 
significant concentration of credit risk with respect to these investments. 
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The Seminary has non-cancelable operating leases for various office equipment expiring in 2017. Lease 
expenses were $264,274 and $253,341 for the years ended July 31, 2013 and 2012, respectively. The Seminary's 
future minimum lease payments under the lease agreements are as follows for the years ended July 31: 

2014 
2015 
2016 
2017 

Future minimum lease payments 

15 - Accounting for Uncertain Tax Positions 

$ 

$ 

253,329 
234,923 
225,812 

93 766 

807,830 

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 50l(c)(3) 
of the Internal Revenue Code as other than a private foundation, except on net income derived from unrelated 
business activities. For the years ended July 31, 2013 and 2012, the Seminary has not conducted unrelated business 
activities that are material to the financial statements taken as a whole. Accordingly, no provision for income taxes 
is included in the consolidated financial statements. The Seminary believes that it has appropriate support for any 
tax positions taken, and as such, does not have any uncertain tax positions that are material to the consolidated 
financial statements. The tax years ending in 2010, 2011 and 2012 are open to both federal and state examination. 

16 - Contingency 

The Tarrant County Appraisal District has assessed property taxes of approximately $440,000 on certain 
Seminary properties. Management is contesting these assessments vigorously through its legal counsel and 
believes it is more likely than not that it will be able to achieve a favorable determination that these properties are in 
fact exempt from property taxes. Accordingly, no liability is recorded for these tax assessments. 

17 - Subsequent Events 

The Seminary has evaluated subsequent events through October 4, 2013, which is the date the consolidated 
financial statements were available to be issued. 
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INDEPENDENT AUDITOR'S REPORT 

To the Board of Trustees, 
Southwestern Baptist Theological Seminary 

We have audited the accompanying consolidated financial statements of Southwestern Baptist Theological 
Seminary (the "Seminary"), a Texas nonprofit organization, which comprise the Consolidated Statements of 
Financial Position as of July 31, 2014, and the related Consolidated Statements of Activities and Cash flows for the 
year then ended, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of these consolidated financial 

statements in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of consolidated financial statements that are free from material misstatement, whether due to error or 
fraud. 

Auditor's Responsibility 
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatements of the financial statements, whether due to error or fraud. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

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

Opinion 
In our oprmon, the consolidated financial statements referred to above present fairly, in all material 

respects, the financial position of Southwestern Baptist Theological Seminary as of July 31, 2014, and the changes 
in its net assets and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Report on Summarized Comparative Information 
We have previously audited the Seminary's 2013 consolidated financial statements, and we expressed an 

unmodified audit opinion on those audited financial statements in our report dated October 3, 2013. In our opinion, 
the summarized comparative information presented herein as of and for the year ended July 31, 2013, is consistent, 
in all material respects, with the audited financial statements from which it has been derived. 

~~~~/f(!_, 

October 6, 2014 

3221 Collinsworth St., Suite 122 • Fort Worth, TX 76107 • www.ratliffcpas.com 
(817) 332-3222 • Fax: (855) 406-7174 



Page2 
SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Financial Position 
July 31, 2014 and 2013 

Temporarily Permanently 2014 2013 
ASSETS Umestricted Restricted Restricted Total Total 

Cash and cash equivalents $ 3,086,712 $ 226,143 $ $ 3,312,855 $ 2,560,389 

Accounts receivable, net 643,611 7,132 650,743 525,791 

Unconditional promises to give, net 3,809,266 309,717 4,118,983 288,462 

Other assets 1,158,342 1,158,342 861,777 

Investments 
Endowment funds 17,793,787 107,722,340 125,516,127 110,185,502 
Split-interest funds 14,535,057 14,535,057 13,784,277 

Subtotal 17,793,787 122,257,397 140,051,184 123,969,779 

Other 6,588,768 1,191,439 7,780,207 7,743,864 
24,382,555 1,191,439 122,257,397 147,831,391 131,713,643 

Due from (to) other funds (15,817,335) 15,311,147 506,188 

Property, plant and equipment, net 115,670,997 115,670,997 115,959,394 

Total assets $ 129,124,882 $ 20,537,995 $ 123,080,434 $ 272,743,311 $ 251,909,456 

LIABILITIES AND NET ASSETS 

Accounts payable $ 460,567 $ $ $ 460,567 $ 2,491,859 

Accrued salaries and benefits 1,179,176 1,179,176 615,784 

Deposits and agency funds 708,144 708,144 696,465 

Deferred income 249,834 249,834 129,564 

Notes payable 22,805,312 22,805,312 20,053,088 

Liability under annuity contracts 10,111,895 10,111,895 9,708,175 

Accrued postretirement benefit obligation 772,365 772,365 794,892 

Accrued postemployrnent benefit obligation 461,157 461,157 401,411 

Total liabilities 26,636,555 10,111,895 36,748,450 34,891,238 

Net Assets 
Umestricted 102,488,327 102,488,327 101,698,671 

Temporarily restricted 20,537,995 20,537,995 15,171,457 

Permanently restricted 112,968,539 112,968,539 100,148,090 

Total net assets 102,488,327 20,537,995 112,968,539 235,994,861 217,018,218 

Total liabilities and net assets $ 129,124,882 $ 20,537,995 $ 123,080,434 $ 272,743,311 $ 251,909,456 

The accompanying notes are an integral part of these financial statements. 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Activities 
For the Years Ended July 31, 2014 and 2013 

Temporarily Permanently 2014 2013 
Unrestricted Restricted Restricted Total Total 

Revenues and other additions 
Tuition and fees $ 11,141,941 $ $ $ 11,141,941 $ 10,796,987 

Scholarships and fellowships (4,095,633) (4,095,633) (3,829,786) 

Gifts 
Cooperative program 8,590,576 8,590,576 8,997,213 

Student aid 3,889,302 3,889,302 2,654,473 

Endowment 7,544,264 7,544,264 2,219,794 

Other 3,410,691 5,421,783 8,832,474 2,631,081 

Change in value of investments 7,514,579 1,832,108 5,669,923 15,016,610 13,417,264 

Change in value of split interest funds (393,738) (393,738) (162,460) 

Auxiliary enterprises 7,150,466 7,150,466 8,618,161 

Other 783,347 783,347 583,581 

Net assets released from restriction 5,776,655 (5,776,655) 

40,272,622 5,366,538 12,820,449 58,459,609 45,926,308 
Expenses and other deductions 

Instructional 15,413,702 15,413,702 15,612,392 

Institutional support 9,126,707 9,126,707 9,821,881 

Student services 1,330,770 1,330,770 1,276,840 

Plant operations 6,029,382 6,029,382 5,522,784 

Auxiliary enterprises 7,582,405 7,582,405 10,361,506 

Total operating expenses 39,482,966 39,482,966 42,595,403 

Change in net assets 789,656 5,366,538 12,820,449 18,976,643 3,330,905 

Net assets at beginning of the year 101,698,671 15,171,457 100,148,090 217,018,218 213,687,313 

Net assets at end of the year $ 102,488,327 $ 20,537,995 $ 112,968,539 $ 235,994,861 $217,018,218 

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



Page 4 
SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2014 and 2013 

2014 2013 
Cash Flows from Operating Activities 

Change in Net Assets $ 18,976,643 $ 3,330,905 
Adjustments to reconcile change in net assets 
to net cash utilized by operating activities 

Depreciation and amortization 3,656,139 3,263,476 
Contributions restricted for endowment and acquisition 

of long-term assets (8,125,504) (3,309,916) 
Non-cash contributions (1,573,432) (1,566,931) 
Change in value of swap liability 9,377 (656,092) 
Net realized and unrealized gains on investments (10,411,480) (9,592,965) 
Investment income (1,549,270) (1,842,488) 
Loss on retirement of assets 197,994 
Change in value of split-interest funds 780,310 427,131 
Decrease (increase) in operating assets: 

Receivables (124,952) (78,947) 
Unconditional promises to give (3,830,521) 284,366 
Other assets (320,565) 2,211,464 

Increase (decrease) in operating liabilities: 
Accounts payable (2,031,292) (158,896) 
Other accrued liabilities 575,071 74,491 
Deferred income 120,270 168,359 
Accrued postretirement benefit obligation (22,527) (145,748) 
Accrued postemployment benefit obligation 59,746 59,395 

Net cash utilized by operating activities (3,811,987) (7,334,402) 

Cash Flows from Investing Activities 
Proceeds from sales and maturities of investments 25,570,428 22,333,152 
Purchase of investments (29,530,584) (18,308,433) 
Investment in construction in progress (1,357,883) (15,624,773) 
Purchase of property, plant and equipment (985,859) (1,031,590) 

Net cash utilized by investing activities (6,303,898) (12,631,644) 

Cash Flows from Financing Activities 
Proceeds from bond issue 10,699,906 
Proceeds from letter of credit 3,227,427 4,147,573 
Payments on note (484,580) (375,000) 
Contributions restricted for endowments and 

acquisition of long-term assets 8,125,504 3,309,916 

Net cash provided by financing activities 10,868,351 17,782,395 

Net increase (decrease) in cash and cash equivalents 752,466 (2,183,651) 

Cash and cash equivalents at beginning of year 2,560,389 4,744,040 

Cash and cash equivalents at end of year $ 3,312,855 $ 2,560,389 

The accompanying notes are an integral part of these financial statements. 
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Notes to Consolidated Financial Statements 

July 31, 2014 and 2013 

1 - Nature of Organization 
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Southwestern Baptist Theological Seminary (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention ("SBC") by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the SBC and is an integrated auxiliary of that Convention. The Seminary is 
economically dependent on the SBC and others for financial support. 

2 - Summary of Significant Accounting Policies 

A summary of the Seminary's significant accounting policies consistently applied in the preparation of the 
accompanying consolidated financial statements follows: 

Principles of Consolidation - The Seminary consolidates the accounts of The Southwestern Baptist Theological 
Seminary Development Foundation, Inc. ("Development") and Southwestern Seminary Foundation ("Foundation"), 
Texas non-profit corporations. Development was formed to aid the Seminary in realizing its religious educational 
responsibility by acquiring and providing proper facilities and student housing to meet the needs of the Seminary. 
Foundation was formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit 
of and to further the purposes of the Seminary and to hold and manage a portion of the Seminary's endowment 
portfolio. Development and Foundation are exempt from federal income tax under Section 501(c)(3) of the Internal 
Revenue Code. In the event of dissolution of either Development or Foundation, all respective assets they have 
shall inure to the Seminary. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting - The consolidated financial statements of the Seminary have been prepared on the accrual 
basis of accounting. Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenues and Support - Revenues and support for the Seminary are primarily derived from tuition, fees and 
contributions from donors and supporters of the Seminary. Contributions received are recorded as unrestricted, 
temporarily restricted, or permanently restricted support depending on the existence and/or nature of donor 
restrictions. 

Recognition of Donor Restrictions - The Seminary reports gifts of cash and other assets as temporarily restricted 
support if they are received with donor stipulations limiting the use of the donated assets if the restrictions are not 
met in the period of receipt. A donor restriction expires when a stipulated time restriction ends or a purpose 
restriction is accomplished. At that time temporarily restricted net assets are reclassified to unrestricted net assets. 
If a stipulated time restriction ends or a purpose restriction is accomplished during the year the donation is received, 
the donation is recognized as unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received 
with donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 

Revenue Recognition - Contributions are recognized as revenues in the period when unconditional promises to give 
are received. Conditional promises to give are not recognized until they become unconditional, that is when the 
conditions on which they depend are substantially met. Contributions to be received after one year are discounted 
at an appropriate discount rate commensurate with the risks involved. Amortization of the discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements 

July 31, 2014 and 2013 

2 - Summary of Significant Accounting Policies ( continued) 

Revenue Recognition ( continued) 
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An allowance for uncollectible receivables is provided based upon management's judgment including such factors 
as prior collection history, type of contribution and nature of fund raising activity. 

Investment returns on endowment and similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose 
restriction on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets - Donated property is recorded at fair market value on the date of receipt in the appropriate 
investment, equipment or expense account. In the absence of donor restrictions, donated assets are reported as 
unrestricted revenue. 

Donated Services - Occasionally, the Seminary receives support in the form of donated services. Those services are 
recognized as unrestricted revenues if the services received (a) create or enhance non-financial assets or (b) require 
specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if 
not provided by contribution. Contributed services that do not meet these criteria are not recognized as revenue. 
No such amounts were recorded in the financial statements for the years ended July 30, 2014 and 2013. 

Estimates - The preparation of financial statements in conformity with United States generally accepted accounting 
principles ("GAAP") requires management to make estimates and assumptions that affect certain reported amounts 
of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ 
from those estimates. The most significant estimates included in these financial statements are depreciation, the 
valuation of certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and 
allocation of certain expenses. 

Programs - The Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, 
globally minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, 
and dedicated to professional excellence and lifelong learning. The Seminary pursues its mission through the 
execution of these major programs: 

Instructional - providing a biblically-based education for undergraduate, graduate, and postgraduate degrees 
in theology, evangelism and missions, church and family ministries, and church music 

Institutional support - providing support for general operations 

Student services - providing campus life activities, placement and employment services to students 

Plant operations - providing for maintenance and care of facilities, grounds, and equipment 

Auxiliary enterprises - providing housing, dining, recreational and other services to students and staff 

Cash and Cash Equivalents - For purposes of financial reporting, the Seminary considers all short-term investments, 
with an original maturity of three months or less, to be cash equivalents. 
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Notes to Consolidated Financial Statements 

July 31, 2014 and 2013 

2 - Summary of Significant Accounting Policies ( continued) 
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Accounts Receivable - The Seminary's accounts receivable are due primarily from students. Credit is extended to 
students and collateral is not required. Accounts receivable are due at the beginning of each term. Amounts are 
reported net of an allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are 
considered past due. The Seminary determines its allowance by considering a number of factors, including the 
length of time student receivables are past due and the Seminary's previous loss history. The Seminary writes off 
accounts receivable when they are deemed uncollectible, and payments subsequently received on such receivables 
are credited to the allowance for doubtful accounts. Typically, students whose accounts are not current are not 
allowed to enroll in future classes. Allowance for doubtful accounts for the years ended July 31, 2014 and 2013 
was $405,000 and $230,095, respectively. 

Investments - Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and 
unrealized gains and losses on investments are reflected in the Statement of Activities. Investments received by 
gift or bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable at date of 
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value 
is determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties. 
Distributions from the trusts are recorded as endowment income and the carrying value of the investments is the 
current market value of underlying assets. 

Split-Interest Agreements - The Seminary is the beneficiary of split-interest agreements which are irrevocable 
charitable remainder trusts and charitable gift annuities. At the dates these trusts are established, assets and 
contribution revenues are recognized at the present value of the estimated future benefits to be received when the 
trust assets are distributed. The receivables are adjusted during the term of the trusts for changes in the value of 
assets, accretions of the discount and other changes in the estimates of future benefits which are reflected in the 
Statement of Activities as a change in value of split-interest agreements. Liabilities under split-interest agreements 
are calculated based upon current actuarial assumptions used by trustees of the agreements. 

Other Assets - Other assets include notes receivable given by bequest to the Seminary in 2014. The Seminary holds 
a 50% interest in the total face value of the notes. The Seminary receives monthly payments from the obligors as 
defmed in the original note agreements. The Seminary's share in the face value of the notes receivable at July 31 is 
as follows: 

Note 1, maturity 01/2027, 0% interest 
Note 2, maturity 02/2019, 0% interest 
Note 3, maturity 06/2031, 6% interest 
Note 4, maturity 07/2039, 4% interest 

Unamortized discount on notes 1 & 2 at 3.32% 
Allowance for uncollectible notes 

Notes receivable, net of discount and allowance 

$ 

$ 

2014 

22,500 
102,000 
24,967 

227,863 
377,330 

(64,679) 
(88,684) 

223,967 

Advertising - The Seminary uses advertising to promote its major programs to the general public. The costs of 
advertising are expensed as incurred. Advertising expense was $329,863 and $1,372,611 for the years ended July 
31, 2014 and 2013, respectively. 



SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 
Notes to Consolidated Financial Statements 

July 31, 2014 and 2013 

2 - Summary of Significant Accounting Policies ( continued) 
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Property, Plant and Equipment - Property, plant and equipment are recorded at acquisition cost. Donated assets are 
recorded at fair market value at the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. 
Betterments and renewals are capitalized. Maintenance and repairs are charged to operations when incurred. 
Depreciation is computed using the straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 

30 - 40 years 
5 - 10 years 

30 years 

Impairment of Long-Lived Assets - Management evaluates its long-lived assets for financial impairment whenever 
events or changes in circumstances indicate the carrying value of an asset may not be recoverable. An impairment 
loss is recognized when the estimated undiscounted future cash flows from the assets are less than the carrying 
value of the assets. Assets to be disposed of are reported at the lower of their carrying amount or fair value, less 
cost to sell. Management is of the opinion that the carrying amount of its long-lived assets does not exceed their 
estimated recoverable amount. 

Unconditional Promises to Give - The Seminary records unconditional promises to give when a promise to give is 
communicated in writing with specific amounts and due dates for those donors with an established history of 
giving. Unconditional promises are evaluated annually as to collectability and reserves for doubtful promises are 
provided for estimated uncollectible accounts. Unconditional promises are written off when determined to be 
uncollectible. 

Functional Allocation of Expenses - The costs of providing the various programs and other activities have been 
summarized on a functional basis in the Statement of Activities. Accordingly, certain expenses have been allocated 
among the programs and supporting services benefited. 

Compensated Absences - Employees of the Seminary are entitled to paid vacation leave depending upon their 
length of service and other factors. Compensated absences for vacation leave have not been accrued since they 
cannot be reasonably estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement - The Seminary uses a derivative to manage risks related to interest rate movements. 
The Seminary's interest-rate swap contracts are reported at fair value. The change in the swap contract's fair value 
is reported as a gain or loss in the Statement of Activities. The Seminary's risk management strategy is to stabilize 
cash flow requirements by maintaining a swap contract which effectively converts variable-rate debt to a fixed rate. 

3 - Unconditional Promises to Give 

Scheduled maturities of unconditional promises to give at July 31 are as follows: 

2014 2013 

Less than one year $ 2,320,000 $ 300,000 
One to five years 2,000,000 

4,320,000 300,000 

Unamortized discount at 3.32% and 4.0%, respectively (201,017) (11,538) 

Net unconditional promises to give $ 4,118,983 $ 288,462 
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July 31, 2014 and 2013 

3 - Unconditional Promises to Give (continued) 
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The Seminary evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2014 or 2013. 

4 - Fundraising Activities 

Fundraising expense for the years ended July 31, 2014 and 2013, was $1,576,457 and $1,351,339, 
respectively. These expenses are included in institutional support in the accompanying Statement of Activities. 

5 - Cooperative Program 

One significant source of Seminary revenue is the Cooperative Program of the SBC. Churches 
participating in the Cooperative Program contribute to the SBC, which passes funds (according to an allocation 
formula) to the Seminary and other entities. The Seminary received $8,590,576 and $8,997,213 from the SBC for 
the years ended July 31, 2014 and 2013, respectively. 

Distributions by state, as provided by the Executive Committee of the SBC for years ended July 31 are as 
follows: 

2014 2013 

Alabama $ 790,930 $ 829,549 
Alaska 10,465 10,737 
Arizona 36,632 38,385 
Arkansas 403,680 422,385 
California 95,963 97,717 
Colorado 23,166 25,217 
Dakota 2,964 2,210 
District of Columbia 1,025 1,542 
Florida 524,698 595,087 
Georgia 752,079 776,180 
Hawaii Pacific 15,838 18,440 
Illinois 114,633 123,084 
Indiana 33,342 39,955 
Iowa 4,216 4,577 
Kansas-Nebraska 28,070 29,836 
Kentucky 449,636 456,949 
Louisiana 358,351 372,058 
Maryland-Delaware 83,257 88,196 
Michigan 15,534 12,872 
Minnesota-Wisconsin 3,110 3,205 
Mississippi 533,331 560,260 
Missouri 251,127 257,914 
Montana 5,706 5,158 
Nevada 13,647 12,675 
New England 4,946 4,777 
New Mexico 37,962 42,731 
New York 8,882 9,101 
North Carolina 484,394 490,984 
Northwest 31,070 33,349 
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July 31, 2014 and 2013 

5 - Cooperative Program ( continued) 

2014 

Ohio 78,475 
Oklahoma 473,046 
Pennsylvania-South Jersey 9,506 
Puerto Rico/U.S. Virgin Islands 276 
South Carolina 519,646 
Tennessee 647,293 
Texas-BGCT 520,815 
Texas-SB TC 691,208 
Utah-Idaho 7,512 
Virginia-EGA V 54,078 
Virginia-SB CV 187,311 
West Virginia 20,933 
Wyoming 5,840 

8,334,593 
Churches and individuals 255,983 

Total Cooperative Program Allocation $ 8,590,576 

6 - Investments 
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2013 

86,098 
560,057 

9,902 
229 

540,369 
675,074 
529,888 
708,109 

7,104 
74,399 

190,072 
21,868 

6,077 

8,774,376 
222,837 

$ 8,997,213 

The Seminary carries marketable securities at fair market value and realized and unrealized gains and 
losses are recorded in the Statement of Activities. Investments consist of the following: 

2014 2013 

Mutual funds $ 111,377,315 $ 88,576,419 
Common stocks 13,608,384 23,774,263 
Closed-end funds 1,801,856 1,832,150 
Investments in partnerships 13,370,725 13,765,693 
Cash and cash equivalents 7,673,111 3,557,229 
Other 207,889 

$ 147,831,391 $ 131,713,643 

The "Investments in partnerships" category is comprised of interests in certain limited partnerships and 
limited liability corporations and is carried at fair value as provided by the investment managers. The amounts 
realized upon disposition of these investments may differ from the value reflected in the financial statements and 
the differences could be material. Certain partnership agreements are restricted as to resale and may require 
advance noticed for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment 
activities of the underlying instruments of the partnerships, including market, credit, and currency risk. The 
Seminary's risk of loss as of July 31, 2014 and 2013, in any of its investment partnerships is limited to the value of 
the investment at July 31, 2014 or 2013. 
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6 - Investments ( continued) 

The following schedule details investment return for the years ended July 31: 

2014 

Dividend and interest income $ 3,958,079 
Net realized gains on investments 6,069,531 
Net unrealized gains on investments 4,989,000 

$ 15,016,610 

Investment fees are netted against dividend and interest income. 

7 - Property and Equipment 

Property and equipment at July 31 consist of the following: 

2014 

Land $ 2,970,331 
Buildings 131,588,362 
Equipment 14,658,708 
Improvements other than buildings 6,185,590 
Library books/microfilm/antiquities 13,843,823 

169,246,814 

Less: accumulated depreciation (53,575,817) 

Total $ 115,670,997 
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2013 

$ 1,842,488 
1,368,972 

10,205,804 

$ 13,417,264 

2013 

$ 2,837,827 
129,495,784 

13,997,500 
6,142,870 

13,703,220 
166,177,201 

(50,217,807) 

$ 115,959,394 

Buildings include construction in progress for new student housing facilities, totaling $0 and $7,157,449 at 
July 31, 2014 and 2013, respectively. The Seminary capitalizes interest incurred during construction, which 
amounted to $0 and $159,486 during 2014 and 2013, respectively. 

8 - Employee Benefits 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution 
retirement plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention 
under Internal Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary's contribution 
for the years ended July 31, 2014 and 2013, was $1,004,222 and $1,013,070, respectively. 
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The Seminary provides postemployment benefits to retired employees. The following table sets forth 
future obligations at July 31: 

2014 2013 

Accumulated benefit costs $ 461,157 $ 401,411 
Employer contributions (benefits paid) $ 45,193 $ 39,655 
Net periodic benefit cost $ 104,939 $ 99,050 
Discount rate assumed 3.60% 3.45% 

Postretirement Benefits 

The Seminary provides postretirement life insurance benefits to retired employees. The following table 
sets forth future obligations at July 31: 

Accumulated benefit costs 
Employer contributions (benefits paid) 
Net period benefit cost 
Discount rate assumed 

9 - Net Assets 

Unrestricted net assets consist of the following: 

For current operations 
Notes payable 
Endowment 
Invested in property, plant and equipment 
Unfunded postretirement benefits 
Unfunded postemployment benefits 

Total 

Temporarily restricted net assets consist of the following: 

Capital projects 
Scholarships 
Other 

Total 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

2014 

772,365 
48,985 
38,424 

3.70% 

2014 

(6,937,623) 
(22,805,312) 
17,793,787 

115,670,997 
(772,365) 
(461,157) 

102,488,327 

4,570,572 
9,507,878 
6,459,545 

20,537,995 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

2013 

794,892 
58,253 
41,623 

4.10% 

2013 

(7,716,691) 
(20,053,088) 
14,705,359 

115,959,394 
(794,892) 
(401,411) 

101,698,671 

4,341,631 
8,043,924 
2,785,902 

15,171,457 
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Notes to Consolidated Financial Statements 

July 31, 2014 and 2013 

9 - Net Assets (continued) 

2014 
Permanently restricted net assets consist of the following: 

Loan funds $ 
Annuity and life income funds 4,423,162 
Endowment funds 107,722,340 
Other 823,037 

Total $ 112,968,539 

Net assets released during the years ended July 31 are for the following purposes: 

Scholarships $ 4,095,633 
Capital projects 686,648 
Other 994,374 

Total $ 5,776,655 

10 - Endowment Investments 
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2013 

$ 591,845 
4,076,102 

95,480,143 

$ 100,148,090 

$ 3,829,786 
875,337 
821,282 

$ 5,526,405 

The Seminary considers the following factors in making a determination to appropriate or accumulate 
donor-restricted endowment funds: the duration and preservation of the fund, purposes of the Seminary, purpose of 
the donor-restricted endowment fund, general economic conditions, other resources of the Seminary, and 
investment policies of the Seminary. 

Endowment funds 
Less: annuity liability 

Endowment assets, net 

Endowments as ofJ uly 31, 2014, are composed of the following: 

Temporarily 
Unrestricted Restricted 

Donor-restricted endowment funds $ $ 

Board-designated endowment funds 17,793,787 

Total $ 17,793,787 $ 

2014 

$ 140,051,184 
(10,111,895) 

$ 129,939,289 

Permanently 
Restricted 

$ 112,145,502 

$ 112,145,502 

2013 

$ 123,969,779 
(9,708,175) 

$ 114,261,604 

Total 

$ 112,145,502 
17,793,787 

$ 129,939,289 
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SOUTHWESTERN BAPTIST THEOLOGICAL SEMINARY 

Notes to Consolidated Financial Statements 
July 31, 2014 and 2013 

10 - Endowment Investments ( continued) 

The change in endowments for the year ended July 31, 2014, is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Beginning of period $ 14,705,359 $ $ 99,556,245 $ 114,261,604 

Investment income 3,088,428 5,438,731 8,527,159 
Change in value of third-party trust (393,738) (393,738) 
Total investment income 3,088,428 5,044,993 8,133,421 

Contributions 7,544,264 7,544,264 

End of period $ 17,793,787 $ $ 112,145,502 $ 129,939,289 

Endowments as of July 31, 2013, are composed of the following: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted endowment funds $ $ $ 99,556,245 $ 99,556,245 
Board-restricted endowment funds 14,705,359 14,705,359 

Total $ 14,705,359 $ $ 99,556,245 $ 114,261,604 

The change in endowments for the year ended July 31, 2013, is as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Beginning of period $ 7,350,772 $ $ 96,814,849 $ 104,165,621 

Investment income 7,354,587 684,062 8,038,649 
Change in value of third-party trust (162,460) (162,460) 
Total investment income 7,354,587 521,602 7,876,189 

Contributions 2,219,794 2,219,794 

End of period $ 14,705,359 $ $ 99,556,245 $ 114,261,604 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 
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July 31, 2014 and 2013 

10- Endowment Investments (continued) 

Page 15 

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted 
endowment funds may fall below the original gift value (become "underwater"). In accordance with GAAP and the 
Texas Uniform Prudent Management of Institutional Funds Act ("TUPMIFA"), deficiencies of this nature are 
reported in unrestricted net assets. 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while assuming 
moderate levels of investment risk. The Seminary expects its endowment funds, over time, to provide an average 
rate of return of approximately 8% annually. Actual returns in any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 

Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 16 quarter moving average of portfolio values. This is consistent with the Seminary's 
objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to 
provide additional real growth through new gifts and investment return. The Board of Trustees has the right to 
recommend against expenditure of earnings or gains in any given year due to factors such as financial market 
conditions or poor investment performance. 

11- Fair Value Measurements 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., 
the "exit price") in an orderly transaction between market participants at the measurement date. 

In determining fair value, the Seminary uses various valuation approaches. A fair value hierarchy for 
inputs is used in measuring fair value that maximizes the use of observable inputs and minimizes the use of 
unobservable inputs by requiring that the most observable inputs are to be used when available. The fair value 
hierarchy is categorized into three levels based on the inputs as follows: 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities 
that the Foundation has the ability to access. 

Level 2 - Valuations based on inputs, other than quoted prices included in Level 1, which are observable 
either directly or indirectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by 
reference to quoted market prices and other relevant information generated by market transactions. 
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11 - Fair Value Measurements (continued) 
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Fair values for investment in partnerships have been estimated using the net asset value (NA V) per share of 
the investments as provided by the fund managers. Individual fund managers rely on a variety of inputs that are 
available according to the type of investment strategy in use. 

Multi-strategy and long/short hedge funds typically utilize the NA V provided by the underlying investee. 
The Valuation Committee established by each fund manager also takes into account information provided within 
audited and un-audited financial statements and performance reports of the underlying investee. In addition, third 
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the 
fund's Valuation Committee. 

Structured credit fund portfolio investments are primarily in the form of debt investments that are not 
publicly traded. The fair value of these securities is not readily determinable. These investments are valued on at 
least a quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting 
principles generally accepted in the United States ("US GAAP"). The Board of Directors or Valuation Committee 
determines the fair value in good faith based on the input of their Investment Advisor and the respective third-party 
valuation firms. 

Private equity fund fair values are supported by information received from the investee funds such as 
monthly net asset values, investor reports, and audited financial statements, when available. The fund Valuation 
Committee may consider other factors, including subscription and redemption rights, expected discounted cash 
flows, transactions in the secondary market, bids received from potential buyers, and overall market conditions in 
its determination of fair value. 

Investments by category level at July 31, 2014, are as follows: 

Fair Value Level 1 Level 2 Level 3 

Endowment funds $ 125,516,127 $ 112,145,402 $ 1,193,160 $ 12,177,565 
Other 7,780,207 7,780,207 
Annuities, net 4,423,162 4,423,162 

Total $ 137,719,496 $ 124,348,771 $ 1,193,160 $ 12,177,565 

Investments by category level at July 31, 2013, are as follows: 

Fair Value Level 1 Level2 Level 3 

Endowment funds $ 110,185,502 $ 96,014,326 $ 1,148,791 $ 13,022,385 
Other 7,743,864 7,743,864 
Annuities, net 4,076,102 4,076,102 

Total $ 122,005,468 $ 107,834,292 $ 1,148,791 $ 13,022,385 
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The change in value of level 3 inputs, which are measured at fair value on a recurring basis using 
significant unobservable inputs, are as follows: 

Balance at July 31, 2012 
Redemptions 
Subscriptions 
Change in estimated fair value 

Balance, July 31, 2013 
Redemptions 
Subscriptions 
Change in estimated fair value 

Balance, July 31, 2014 

12 - Notes Payable 

$ 13,431,735 
(4,571,242) 
2,232,000 
1,929,892 

13,022,385 
(3,050,000) 
1,468,450 

736,730 

$ 12,177,565 

In fiscal year 2012, the Seminary entered into a financing arrangement ("Loan") with a bank, for the 
purpose of paying for construction of 252 new student housing units. The Loan is structured with $16,000,000 of 
tax-exempt bonds and a $7,000,000 taxable loan with the bank. The tax-exempt portion of the Loan is amortized 
over 20 years, with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day 
LIBOR rate plus 156 basis points. The 90-day LIBOR rate is 0.24% and 0.27% at July 31, 2014 and 2013, 
respectively. From December 2011 to December 2013, quarterly payments were for interest only, with both 
principal reduction and interest payments beginning in January 2014. The taxable portion of the loan is due 
December 30, 2016, with interest calculated as 90-day LIBOR rate plus 200 basis points. The Loan is secured with 
securities and deeds of trust on land and buildings in Fort Worth, Texas. 

Scheduled principal payments and total loans outstanding at July 31, 2014, for the following five years 
ended July 31 and thereafter are as follows: 

2015 $ 663,643 
2016 684,680 
2017 7,709,095 
2018 733,000 
2019 757,708 
Thereafter 11,967,294 

Total scheduled payments 22,515,420 

Liability on swap agreement 289,892 

Total amount outstanding $ 22,805,312 

The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates 
applied to the Loan. The differential interest required to be paid or that will be received under this agreement is 
accrued consistent with the terms of the agreement and is recognized in the Statement of Activities and included in 
the Notes Payable. The notional principal amount of the swap agreement is $16,000,000. The interest rate for the 
bonds is established quarterly based upon 65% of the 90-Day LIBOR plus 1.56% (1.72% and 1.79% at July 31, 
2014 and 2013, respectively). The agreement effectively fixes the Seminary's interest rate exposure at 3.25% for a 
period of ten years ending December 2021. 
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Generally accepted accounting principles reqmre derivative instruments, such as interest rate swap 
agreements, to be recognized at fair value as either assets or liabilities in the Statement of Financial 
Position. Accordingly, $289,892 and $280,515, which is representative of the value of the swap agreement at July 
31, 2014 and 2013, respectively, is included in Notes Payable on the Statement of Financial Position. Value has 
been measured based on estimate of the amount needed to settle the agreement as calculated by the counterparty to 
the swap agreement. Such calculations were based on changes in market conditions and/or assumptions underlying 
the valuation models. 

The Seminary paid interest for the years ending July 31, 2014 and 2013, of $675,933 and $353,331, 
respectively, of which $0 and $159,486 was capitalized in each respective year. 

13 - Charitable Gift Annuities 

The Seminary, through the Foundation, enters into split interest agreements with donors whereby, in 
exchange for the gift from the donor, the Seminary is obligated to provide an annuity to the donor or other 
designated beneficiaries during their lifetimes. At July 31, 2014, two annuities are active. The assets and liabilities 
associated with these annuities are accounted for as indicated in Note 2, Split-Interest Agreements. 

14 - Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and 
cash equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids 
significant concentration of credit risk with respect to these investments. 

15 - Lease Commitments 

The Seminary has non-cancelable operating leases for various office equipment expiring in 201 7. Lease 
expenses were $278,831 and $264,274 for the years ended July 31, 2014 and 2013, respectively. The Seminary's 
future minimum lease payments under the lease agreements are as follows for the three years ended July 31: 

2015 
2016 
2017 

Future minimum lease payments 

16 - Contingency 

$ 

$ 

251,907 
244,507 
108 944 

605,358 

The Tarrant County Appraisal District has assessed property taxes of approximately $440,000 on certain 
Seminary properties. Management is contesting these assessments vigorously through its legal counsel and 
believes it is more likely than not that it will be able to achieve a favorable determination that these properties are, 
in fact, exempt from property taxes. Accordingly, no liability is recorded for these tax assessments. 
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The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501(c)(3) 
of the Internal Revenue Code as other than a private foundation, except on net income derived from unrelated 
business activities. The Seminary is subject to unrelated business income tax on certain rental activities. The 
Seminary paid no taxes for unrelated business income tax in 2014 or 2013 as expenses exceeded revenues. The 
Seminary believes that it has appropriate support for any tax positions taken, and as such, does not have any 
uncertain tax positions that are material to the financial statements. Tax returns for the years 2012, 2011 and 2010 
are subject to examination by tax authorities, and may change upon examination. 

18 - Reclassifications 

Certain reclassifications have been made to the 2013 consolidated statement of financial position to 
correspond to the current year's format. Net assets and changes in net assets are unchanged due to these 
reclassifications. 

19 - Subsequent Events 

The Seminary has evaluated subsequent events through October 6, 2014, which is the date the financial 
statements were available to be issued. 



To the Board of Trustees 

GUINN, SMITH & Co. INc. 
A PROFESSIONAL CORPORATION 

CERTIFIED PUBLIC ACCOUNT ANTS 
2408 TEXAS DRIVE 

IRVING, TEXAS 75062 
Phone: (972) 255-7120 Fax: (972) 570-3750 

E-mail: email@guinnsmith.com 

Independent Auditors' Report 

The Southwestern Baptist Theological Seminary 
Fort Worth, Texas 

We have audited the accompanying consolidated financial statements of The Southwestern Baptist Theological Seminary (a 
Texas nonprofit corporation) which comprise the consolidated statement of financial position as of July 31, 2015, and the related 
consolidated statements of activities and cash flows for the year then ended, and the related notes to the consolidated financial 
statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial statements that are free 
from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit 
in accordance with auditing stanrfards generally accepted in the United States of America. Those standards require that we plan 
and pe1form the.:mdit to obtain reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves pe1forming procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due to fraud or eITor. In making those risk assessments, the 
auditor considers internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overal I presentation of the consolidated financial statements. 

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

Opinion 

In our opinion, the consolidated financial statements refeJTed to above present fairly, in all material respects, the financial 
position of The Southwestern Baptist Theological Seminary, as of July 31, 2015, and the changes in their net assets and their 
cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of America. 

Prior Period Financial Statements 

The financial statements of The Southwestern Baptist Theological Seminary as of July 31, 2014, were audited by other auditors 
whose report dated October 6, 2014, expressed an unmodified opinion on those statements. 

Irving, Texas 
October 2, 2015 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Consolidated Statements of Financial Position 
July 31, 2015 

Assets: 

Cash and cash equivalents ........................................ $ 

2015 

Unrestricted 
Temporarily 

Restricted 

1,216,673 $ 210,684 $ 

Permanently 
Restricted Total 

$ 1,427,357 
Accounts receivables, net... ...................................... . 823,20 I 7,132 830,333 
Unconditional promises to give, net... ...... , ............... . 
Other assets .............................................................. . 804,938 
Investments: 

Endowment funds............................................... 15,714,372 
Split-interest funds ............................................ . 
Other investments............................................... 11,384,712 

Total investments......................................... 27,099,084 

Due from (to) other funds.......................................... (19,465,047) 
Property, plant, and equipment, net.......................... 114.476,106 

Total assets ........................................... $124.954,955 

Liabilities and net assets: 

Liabilities: 

Accounts payable ................................................ $ 1,104,956 
Accrued salaries and benefits ............................. 466,306 
Deposits and agency funds ................................. 675,816 
Deferred income ................................................. 3 I 3,648 
Notes payable ..................................................... 22,305,052 
Liability under annuity contracts ........................ 
Accrued postretirement benefit obligation. ......... 965,386 
Accrued postemployment benefit obligation ...... 644,273 

Total liabilities ............................................. 26,475,437 

Net assets ................................................................... 98,479.518 

Total liabilities and net a~sets ............... $124,954,955 

$ 

$ 

$ 

9,881,735 

6,132,601 

109,133,871 
14,561,757 

6,132,601 123,695,628 

18,945,837 519,210 

35,170,857 $124,221,970 

$ 

10,118,284 

10,118,284 

35,170,857 114,103,686 

35,170,857 $124,22 I ,970 

The accompanying notes are an integral part of these financial statements. 
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9,881,735 
804,938 

124,848,243 
14,561,757 
17,517,313 

156,927,313 

114,476,106 

$284,347,782 

$ 1,104,956 
466,306 
675,816 
313,648 

22,305,052 
10,118,284 

965,386 
644,273 

36,593,721 

247,754,061 

$284,347,782 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Consolidated Statements of Financial Position 
July 31, 2014 

Assets: 
Unrestricted 

2014 
Temporarily 
Restricted 

Permanently 
Restricted 

Cash and cash equivalents ......................................... $ 3,086,712 $ 226,143 $ 
Accounts receivables, net. ......................................... . 643,61 I 
Unconditional promises to give, net... ....................... . 
Other assets ............................................................... . I, 158,342 
Investments: 

Endowment fonds........................................ 17,793,787 
Split-interest funds ...................................... . 
Other invesonents........................................ 6,588,768 

Total investments......................................... 24,382,555 

Due from (to) other funds........................................... (15,817,335) 
Property, plant, and equipment, net........................... 115,670,997 

3,809,266 

1,191,439 

7,132 
309,717 

I 07, 722,340 
14,535,057 

1,191,439 122,257,397 

15,3 I 1,147 506,188 

Total 

$ 3,312,855 
650,743 

4,118,983 
I, 158,342 

125,516,127 
14,535,057 
7,780,207 

147,831,391 

115,670,997 

Total assets ........................................... $129,124,882 $ 20,537,995 $123,080,434 $272,743,311 

Liabilities and net assets: 

Liabilities: 

Accounts payable ................................................. $ 
Accrued salaries and benefits ............................. . 
Deposits and agency funds ................................. . 
Deferred income ................................................. . 
Notes payable ..................................................... . 
Liability under annuity contracts ........................ . 
Accrued postretirement benefit obligation .......... . 
Accrued postemployment benefit obligation ...... . 

460,567 $ 
1,179,176 

708,144 
249,834 

22,805,312 

772,365 
461 157 

Total liabilities.............................................. 26,636,555 

Net assets.................................................................... I 02,488,327 

$ $ 

I0,l l l,895 

10,111,895 

460,567 
1,179,176 

708,144 
249,834 

22,805,312 
10,111,895 

772,365 
461 157 

36,748,450 

20,537,995 112,968,539 235,994,861 

Total liabilities and net assets ................ $129,124,882 $ 20,537,995 $123,080,434 $272,743,311 

The accompanying notes are an integral part of these financial statements. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Consolidated Statements of Activities 
For the Year Ended July 31, 2015 

Changes in net assets: 

Revenues and other additions: 

Tuition and fees ............................................... 
Scholarship and fellowships ............................ 
Gifts: 

Cooperative program .................................. 
Student aid .................................................. 
Endowment. ................................................ 
Other ........................................................... 

Change in value of investments .......................... 
Change in value of split interest funds ............... 
Auxiliary enterprises .......................................... 
Other .................................................................. 
Net assets released from restriction ................... 

Total revenue ............................................ 

Expenses and other deductions: 

Instructional ............................................. 
Institutional support ................................. 
Student services ....................................... 
Plant operations ........................................ 
Auxiliary enterprises ................................. 

Total operating expenses ................... 

Change in net assets ................................................ 

Net assets, beginning of year .................................. 

Net assets, end of year ............................................ 

Unrestricted 

$ 12,275,124 
(4,398,953) 

8,467,487 

4,322,058 
2,179,961 

7,422,182 
741,101 

7,104,851 

$ 38,113,811 

15,882,872 
9,631,059 
1,626,785 
7,085,192 
7,896,712 

42,122,620 

(4,008,809) 

102,488,327 

$ 98,479,518 

2015 
Temporarily Permanently 

Restricted Restricted 

$ $ 

2,806,455 
1,703,194 

16,862,927 
2,068,331 (561,658) 

(6,389) 

(7,104,851) 

$ 14,632,862 $ 1,135,147 

14,632,862 1,135,147 

20,537,995 112,968,539 

$ 35,170,857 $114,103,686 

The accompanying notes are an integral part of these financial statements. 
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Total 

$ 12,275,124 
(4,398,953) 

8,467,487 
2,806,455 
1,703,194 

21,184,985 
3,686,634 

(6,389) 
7,422,182 

741,101 

$ 53,881,820 

15,882,872 
9,631,059 
1,626,785 
7,085,192 
7,896,712 

42,122,620 

11,759,200 

235,994,861 

$247,754,061 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Consolidated Statements of Activities 
For the Year Ended July 31, 2014 

2014 
Temporarily Permanently 

Changes in net assets: Unrestricted Restricted Restricted 

Revenues and other additions: 

Tuitionandfees ............................................... $11,141,941 $ 
Scholarship and fellowships............................. (4,095,633) 
Gifts: 

Cooperative program ................................ .. 
Student aid ................................................ .. 
Endow1nent ............................................... .. 
Other .......................................................... . 

Change in value of investments ........................ .. 
Change in value of split interest funds .............. . 
Auxiliary enterprises ......................................... . 
Other ................................................................. . 
Net assets released from restriction ................ .. 

Total revenue ........................................... . 

Expenses and other deductions: 

Instructional ............................................ . 
Institutional support ................................ . 
Student services ...................................... . 
Plant operations ....................................... . 
Auxiliary enterprises ................................ . 

Total operating expenses .................. . 

8,590,576 

3,410,691 
7,514,579 

7,150,466 
783,347 

5,776,655 

40,272,622 

15,413,702 
9,126,707 
1,330,770 
6,029,382 
7,582,405 

39,482,966 

3,889,302 

5,421,783 
1,832,108 

(5,776,655) 

5,366,538 

$ 

7,544,264 

5,669,923 
(393,738) 

12,820,449 

Total 

$ 11,141,941 
(4,095,633) 

8,590,576 
3,889,302 
7,544,264 
8,832,474 

15,016,610 
(393,738) 

7,150,466 
783,347 

58,459,609 

15,413,702 
9,126,707 
1,330,770 
6,029,382 
7,582,405 

39,482,966 

Change in net assets................................................ 789,656 5,366,538 12,820,449 I 8,976,643 

Net assets, beginning ofyear.................................. 101,698,671 15,171,457 100,148,090 217,018,218 

Netassets,endofyear ............................................ $102,488,327 $20,537,995 $112,968,539 $235,994,861 

The accompanying notes are an integral part of these financial statements. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2015 and 2014 

2015 2014 

Change in net assets ..................................................................................................... $ 11,759,200 $ 18,976,643 

Adjustments to reconcile change in net assets to net cash utilized by 
operating activities: 

Depreciation and amortization. ............................................................................ . 
Contributions restricted for endowment and acquisition of long-term assets ...... . 
Non-cash contributions ........................................................................................ . 
Change in value of swap liability ......................................................................... . 
Net realized and unrealized gains on investments ............................................... . 
Investment income ............................................................................................... . 
Change in value of split-interest funds ................................................................. . 
Changes in operating assets and liabilities: 

Receivables ................................................................................................... . 
Unconditional promises to give .................................................................... . 
Other assets .................................................................................................. . 
Accounts payable .......................................................................................... . 
Other accrued expenses ................................................................................ . 
Deferred income ........................................................................................... . 
Accrued postretirement benefit obligation ................................................... . 
Accrued postemployment benefit obligation ................................................ . 

Total adjustments ......................................................................................... . 

Net cash utilized by operating activities ................................................... . 

Cash flows from investing activities: 

Proceeds from sale and maturities of investments ...................................................... . 
Purchase of investments ............................................................................................. . 
Investment in construction in progress ....................................................................... . 
Purchase of property, plant and equipment ................................................................ . 

Net cash utilized by investing activities ................................................... . 

Cash flows from financing activities: 

Proceeds from letter of credit ..................................................................................... . 
Payment on note .......................................................................................................... . 
Contribution restricted for endowments and acquisition of long-term assets ............. . 

Net cash provided by financing activities ................................................. . 

Net (decrease) increase in cash and cash equivalents ................................................. . 

Cash and cash equivalents, beginning ofyear ............................................................. . 

Cash and cash equivalents, end ofyear ....................................................................... . $ 

3,668,135 
(17,729,401) 

(894,512) 
163,383 

1,336,306 
(1,817,113) 

190,424 

(179,590) 
(5,762,752) 

329,404 
644,389 

(745,198) 
63,814 

193,021 
183,116 

(20,356,574) 

{8,597,374) 

13,306,013 
(21,980,651) 

(695,438) 
(983,806) 

(10,353,882) 

(663,643) 
17,729,401 

17,065,758 

(1,885,498) 

3,312,855 

1,427,357 

The accompanying notes are an integral pmt of these financial statements. 
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$ 

3,656,139 
(8,125,504) 
(1,573,432) 

9,377 
(10,411,480) 

(1,549,270) 
780,310 

(124,952) 
(3,830,521) 

(320,565) 
(2,031,292) 

575,071 
120,270 
(22,527) 
59 746 

(22,788,630) 

{3,811,987) 

25,570,428 
(29,530,584) 
(1,357,883) 

(985,859) 

(6,303,898) 

3,227,427 
(484,580) 

8,125,504 

10,868,351 

752,466 

2,560,389 

3,312,855 



THE SOUTHWESTERN BAPTIST THEOLOGICAI.J 
SEMINARY 

Notes to Consolidated Financial Statements 

1. NATURE OF ORGANIZATION 

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention ("SBC") by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supp01ted by the SBC and is an integrated auxiliary of that Convention. The Seminary is 
economically dependent on the SBC and others for financial supp01t. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Seminary consolidates the accounts of The Southwestern Baptist Theological Seminary Development 
Foundation, Inc. ("Development") and Southwestern Seminary Foundation ("Foundation"), Texas non-profit 
corporations. Development was formed to aid the Seminary in realizing its religious educational responsibility by 
acquiring and providing proper facilities and student housing to meet the needs of the Seminaty. Foundation was 
formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit of and to further 
the purposes of the Seminary and to hold and manage a po1tion of the Seminaty's endowment p01tfolio. 
Development and Foundation are exempt from federal income tax under Section 501(c)(3) of the Internal Revenue 
Code. In the event of dissolution of either Development or Foundation, all respective assets they have shall inure to 
the Seminary. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting 

The consolidated financial statements of the Seminary have been prepared on the accrual basis of accounting. 
Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenue and Support 

Revenues and support for the Seminary are primarily derived from tuition, fees and contributions from donors and 
supp01ters of the Seminary. Contributions received are recorded as unrestricted, temporarily restricted, or 
permanently restricted supp01t depending on the existence and/or nature of donor restrictions. 

Recognition of Donor Restrictions 

The Seminary rep01ts gifts of cash and other assets as temporarily restricted support if they are received with donor 
stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A donor 
restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished. At that time 
temporarily restricted net assets are reclassified to unrestricted net assets. If a stipulated time restriction ends or a 
purpose restriction is accomplished during the year the donation is received, the donation is recognized as 
unrestricted revenue. 

The Seminaty reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Revenue Recognition 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of the discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. 

An allowance for uncollectible receivables is provided based upon management's judgment including such factors 
as prior collection history, type of contribution and nature of fund raising activity. 

Investment returns on endowment and similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets 

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment or 
expense account. In the absence of donor restrictions, donated assets are rep01ted as unrestricted revenue. 

Donated Services 

Occasionally, the Seminary receives supp01t in the form of donated services. Those services are recognized as 
unrestricted revenues if the services received (a) create or enhance non financial assets or (b) require specialized 
skills, are provided by individuals possessing those skills, and would typically need to be purchased if not provided 
by contribution. Contributed services that do not meet these criteria are not recognized as revenue. No such 
amounts were recorded in the financial statements for the years ended July 31, 2015 and 2014. 

Estimates 

The preparation of financial statements in conformity with United States generally accepted accounting principles 
(GAAP) requires management to make estimates and assumptions that affect ce1tain reported amounts of assets and 
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. The most significant estimates included in these financial statements are depreciation, the valuation of 
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of 
certain expenses. 

Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash 
equivalents and investments. The Seminmy places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
common stock, mutual funds and partnerships. Management believes diversity within the p01tfolio avoids 
significant concentration of credit risk with respect to these investments. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Programs 

The Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally 
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and 
dedicated to professional excellence and lifelong learning. The Seminary pursues its mission through the execution 
of these major programs: 

Instructional - providing a biblically-based education for undergraduate, graduate, and postgraduate degrees in 
theology, evangelism and missions, church and family ministries, and church music 

Institutional support-·· providing supp01t for general operations 

Student services - providing campus life activities, placement and employment services to students 

Plant operations - providing for maintenance and care of facilities, grounds, and equipment 

Auxiliary enterprises - providing housing, dining, recreational and other services to students and staff 

Cash and Cash Equivalents 

For the purposes of financial rep01ting, the Seminary considers all short-term investments, with an original 
maturity of three months or less, to be cash equivalents. 

Accounts Receivable 

The Seminary's accounts receivable are due primarily from students. Credit is extended to students and collateral 
is not required. Accounts receivable are due at the beginning of each term. Amounts are reported net of an 
allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are considered past due. 
The Seminary determines its allowance by considering a number of factors, including the length of time student 
receivables are past due and the Seminary's previous loss history. The Seminary writes off accounts receivable 
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the 
allowance for doubtful accounts. Typically, students whose accounts are not current are not allowed to enroll in 
future classes. Allowance for doubtful accounts for the years ended July 3 I, 2015 and 2014 was $390,000 and 
$405,000, respectively. 

Investments 

Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and unrealized 
gains and losses on investments are reflected in the Statement of Activities. Investments received by gift or 
bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable at date of 
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value 
is determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third paities. Distributions 
from the trusts are recorded as endowment income and the carrying value of the investments is the current market 
value ofunderlying assets. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Split-Interest Agreements 

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and 
charitable gift annuities. At the dates these trusts are established, assets and contribution revenues are recognized 
at the present value of the estimated future benefits to be received when the trust assets are distributed. The 
receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount 
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change 
in value of split-interest agreements. Liabilities under split-interest agreements are calculated based upon current 
actuarial assumptions used by trustees of the agreements. 

Advertising Costs 

The Seminary uses advertising to promote its major programs to the general public. The costs of adve1tising are 
expensed as incurred. Advertising expense was $299,157 and $329,863 for the years ended July 31, 2015 and 
2014, respectively. 

Property, Plant, and Equipment 

Property, plant, and equipment are recorded at acquisition cost. Donated assets are recorded at fair market value at 
the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. Betterments and renewals are 
capitalized. Maintenance and repairs are charged to operations when incurred. Depreciation is computed using the 
straight-line method over the following estimated useful lives: 

Buildings 
Equipment 
Improvements other than buildings 

Impairment of Long-lived Assets 

30 - 40 years 
5 - IO years 

30 years 

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances 
indicate the carrying value of an asset may not be recoverable. An impairment loss is recognized when the 
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets. Assets to be 
disposed of are repo1ted at the lower of their carrying amount or fair value, less cost to sell. Management is of the 
opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount. 

Unconditional Promises to Give 

The Seminary records unconditional promises to give when a promise to give is communicated in writing with 
specific amounts and due dates for those donors with an established history of giving. Unconditional promises are 
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible 
accounts. Unconditional promises are written off when determined to be uncollectible. 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional basis in the 
Statement of Activities. Accordingly, ce1tain expenses have been allocated among the programs and supporting 
services benefited. 

Page 10 of20 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Compensated Absences 

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other 
factors. Compensated absences for vacation leave have not been accrued since they cannot be reasonably 
estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement 

The Seminary uses a derivative to manage risks related to interest rate movements. The Seminmy's interest-rate 
swap contracts are reported at fair value. The change in the swap contract's fair value is rep01ted as a gain or loss in 
the Statement of Activities. The Seminary's risk management strategy is to stabilize cash flow requirements by 
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate. 

3. UNCONDITIONAL PROMISES TO GIVE 

Scheduled maturities of unconditional promises to give at July 31 are as follows: 
2015 2014 

Less than one year .......................................................................................... . $ 3,718,100 $ 2,320,000 
One to five years ............................................................................................ . 6,969,098 2,000,000 

Total unconditional promises to give ................................................... . 10,687,198 4,320,000 
Unamo1tized discount at 2.92% and 3.32%, respectively .................... . (805,463) (201,017) 

Net unconditional promises to give .............................................. . $ 9,881,735 $ 4,118,983 

The Seminmy evaluates the collectability of promises to give and no allowance for doubtful accounts was 
considered necessary at July 31, 2015 and 2014. 

4. FUNDRAISING ACTIVITIES 

Fundraising expense for the years ended July 31, 2015 and 2014, was $1,491,058 and $1,576,457, respectively, 
These expenses are included in institutional suppott in the accompanying Statement of Activities. 

5. COOPERATIVE PROGRAM 

One significant source of Seminmy revenue is the Cooperative Program of the SBC. Churches patticipating in the 
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the 
Seminary and other entities. The Seminary received $8,467,487 and $8,590,576 from the SBC for the years ended 
July 31, 2015 and 2014, respectively. 

Distributions by state, as provided by the Executive Committee of the SBC for years ended July 31 are as follows: 

Alabama .............................................................................................................. $ 
Alaska ................................................................................................................... . 
Arizona ................................................................................................................. . 
Arkansas ............................................................................................................... . 
California .............................................................................................................. . 
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9,937 

38,385 
393,456 

98,019 

790,930 
10,465 
36,632 

403,680 
95,963 
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2015 

Colorado ............................................................................................................... . 24,502 
Dakota .................................................................................................................. . 2,964 
District of Columbia ............................................................................................. . 600 
Florida .................................................................................................................. . 572,169 
Georgia ................................................................................................................. . 766,442 
Hawaii Pacific ....................................................................................................... . 14,826 
Illinois ................................................................................................................... . 104,274 
Indiana .................................................................................................................. . 41,428 
Iowa ...................................................................................................................... . 8,139 
Kansas-Nebraska .................................................................................................. . 27,585 
Kentucky ............................................................................................................... . 446,552 
Louisiana .............................................................................................................. . 342,704 
Maryland-Delaware .............................................................................................. . 76,038 
Michigan ............................................................................................................... . 15,125 
Minnesota-Wisconsin .......................................................................................... .. 3,172 
Mississippi. ........................................................................................................... . 517,479 
Missouri. ............................................................................................................... . 259,715 
Montana ................................................................................................................ . 6,048 
Nevada .................................................................................................................. . 16,790 
New England ....................................................................................................... .. 5,040 
New Mexico ......................................................................................................... . 36,502 
New York ............................................................................................................. . 8,865 
North Carolina ...................................................................................................... . 473,661 
N otihwest ............................................................................................................. . 32,586 
Ohio ...................................................................................................................... . 62,679 
Oklahoma ............................................................................................................. . 461,767 
Pennsylvania-South Jersey. ................................................................................... . 9,282 
Pue1io Rico/U.S. Virgin Islands. ........................................................................... . 231 
South Carolina ...................................................................................................... . 506,103 
Tennessee ............................................................................................................. .. 632,622 
Texas-BGCT. ....................................................................................................... .. 485,824 
Texas-SBTC ......................................................................................................... . 699,206 
Utah-Idaho ............................................................................................................ . 6,080 
Virginia-BGAV .................................................................................................... . 54,145 
Virginia-SBCV .................................................................................................... .. 179,704 
West Virginia ....................................................................................................... . 19,978 
Wyoming .............................................................................................................. . 5 866 

8,241,738 
Churches and individuals ..................................................................................... .. 225,749 

Total Cooperative Program Allocation .................................................................. $ 8,467,487 
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2014 

23,166 
2,964 
1,025 

524,698 
752,079 

15,838 
114,633 
33,342 
4,216 

28,070 
449,636 
358,351 

83,257 
15,534 
3,110 

533,331 
251,127 

5,706 
13,647 
4,946 

37,962 
8,882 

484,394 
31,070 
78,475 

473,046 
9,506 

276 
519,646 
647,293 
520,815 
691,208 

7,512 
54,078 

187,311 
20,933 

5 840 

8,334,593 
255,983 

$ 8,590,576 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

6. INVESTMENTS 

• The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are 
recorded in the Statement of Activities. Investments consist of the following: 

Mutual funds ....................................................................................... . 
Common stocks .................................................................................... . 
Closed-end funds ................................................................................ . 
Investments in .partnerships .................................................................. . 
Cash and cash t:quivalents .................................................................... . 

Total investrnents .......................................................................... . 

2015 

$115, 194,600 
11,322,530 
3,038,004 

14,871,673 
12,500,506 

$156,927,313 

2014 

$111,377,315 
13,608,384 

1,801,856 
13,370,725 
7,673,111 

$147,831,391 

The "Investments in partnerships" categmy is comprised of interests in certain limited paiinerships and limited 
liability corporations and is carried at fair value as provided by the investment managers. The amounts realized 
upon disposition of these investments may differ from the value reflected •in the financial statements and the 
differences could be material. Certain paiinership agreements are restricted as to resale and may require advance 
notice for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment activities 
of the underlying instruments of the pminerships, including market, credit, and currency risk. The Seminmy's risk 
of loss as of July 31, 2015 and 2014, in any of its investment partnerships is limited to the value of the investment 
atJuly31,2015 and 2014. 

The following schedule details investment returns for the years ended July 31: 

Dividend and interest income ............................................................. .. 
Net realized gains on investments ....................................................... .. 
Net unrealized (loss) gain on investments ........................................... .. 

$ 3,871,661 $ 
1,329,129 

(1,514,156) 

3,958,079 
6,069,531 
4,989,000 

Total.............................................................................................. $ 3,686,634 $ 15,016,610 

Investment fees are netted against dividend and interest income. 
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Notes to Consolidated Financial Statements 

7. PROPERTY, PLANT, AND EQUIPMENT 

Property and equipment consists of the following at July 31: 

Land .................................................................................................... . 
Buildings .............................................................................................. . 
Equipment ........................................................................................... . 
Improvements other than buildings ...................................................... . 
Library books/microfilm/antiquities ..................................................... . 

Less accumulated depreciation ..................................................... . 

2015 

$ 3,740,331 
132,775,172 

14,426,869 
6,186,816 

14,091,685 

171,220,873 
(56,744,767) 

2014 

$ 2,970,331 
131,588,362 

14,658,708 
6,185,590 

13,843,823 

169,246,814 
(53,575,817) 

Total.............................................................................................. $114.476,106 $115,670,997 

Buildings include construction in progress for a new facility to house the School of Evangelism & Missions and the 
College at Southwestern, totaling $1, I 02,556 at July 31, 2015. 

8. EMPLOYEE BENEFITS 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution retirement 
plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention under Internal 
Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary's contribution for the years 
ended July 31, 2015 and 2014, was $1,067,899 and $1,004,222, respectively. 

Postretirement and Postemployment Benefits 

The Seminary provides postemployment benefits to retired employees. The following table sets forth the future 
obligations at July 31: 

Accumulated benefit costs.................................................................... $ 
Employer contributions (benefit paid) ................................................. . 
Net periodic benefit cost. ..................................................................... . 
Discount rate assumed ......................................................................... . 

Postretirement Benefits 

644 273 $ 
50 540 

233,656 
3.75% 

461 157 
45 193 

104 939 
3.60% 

The Seminary provides postretirement life insurance benefits to retired employees. The following table sets forth 
the future obligations at July 31: 

Accumulated benefit costs.................................................................... $ 
Employer contributions (benefit paid) ................................................. . 
Net periodic benefit cost.. .................................................................... . 
Discount rate assumed ......................................................................... . 
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3.70% 

772,365 
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9. NET ASSETS 

Temporarily restricted net assets consists of the following: 

Capital projects ....................................................................................... . 
Scholarships ............................................................................................ . 
Other ....................................................................................................... . 

Total ................................................................................................ . 

Permanently restricted net assets consists of the following: 

Annuity and life income funds ................................................................ . 
Endowment ti.mds ................................................................................... . 
Other ...... , .. , ...... ,, ...... , .............................................................................. . 

2015 

$ 18,764,085 
9,885,747 
6,521,025 

$ 35,170,857 

$ 4,443,473 
I 09, I 33,871 

526,342 

2014 

$ 4,570,572 
9,507,878 
6,459,545 

$ 20,537,995 

$ 4,423,162 
107,722,340 

823,037 

Total................................................................................................. $114,103,686 $112,968,539 

Net assets released during the years ended July 31 are for the following 
purposes: 

Scholarships............................................................................................. $ 
Capital projects ....................................................................................... . 
Other ....................................................................................................... . 

4,398,653 
1,841,155 

865,043 

$ 4,095,633 
686,648 
994 374 

Total ................................................................................................. $ 7,104,851 $ 5,776,655 

10. ENDOWMENT INVESTMENTS 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while 
assuming moderate levels of investment risk. The Seminary expects its endowment funds, over time, to provide an 
average rate of return of approximately 8% annually. Actual returns in any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent · 
risk constraints. 
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 16 quatter moving average of portfolio values. This is consistent with the Seminary's 
objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to 
provide additional real growth through new gifts and investment return. The Board of Trustees has the right to 
recommend against expenditure of earnings or gains in any given year due to factors such as financial market 
conditions or poor investment performance. 

Funds Held in Trust by Others - A substantial portion of the Seminaty's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not repmt donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit~::fthe Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted 
endowment funds may fall below the original gift value (become "underwater"). In accordance with GAAP and 
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIF A), deficiencies of this nature are 
repmted in unrestricted net assets. 

Restrictions - Endowment investments are either permanently restricted or unrestricted. Donor contributions, 
earnings that are permanently reinvested at donor direction, and earnings from funds held in trust by others are 
treated as permanently restricted. Other market value changes, whether realized or unrealized gains and losses or 
income (net of expenses), of donor-restricted endowments and all board-designated endowments are placed in the 
unrestricted category. 

Endowments as of July 31, 2015, are composed of the following: 

Donor-restricted endowment funds ............................... $ 
Board-designated endowment funds ............................ . 

Total. ............................................................................. $ 

Unrestricted 
Permanently 

Restricted 

14,121,449 $ 109,133,871 
1,592,923 

15,714,372 $ 109,133,871 

The change in endowments for the year ended July 31, 2015, is as follows: 

Beginning of the period ................................................ $ 
Investment loss ............................................................. . 
Contributions ................................................................ . 

End of period ................................................................ $ 

Unrestricted 

17,793,787 
(2,079,415) 

15,714,372 
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Permanently 
Restricted 

$ 107,722,340 
(291,663) 

1,703,194 

$ 109,133,871 

Total 

$ 123,255,320 
1,592,923 

$ 124,848,243 

Total 

$ 125,516,127 
(2,371,078) 

1,703,194 

$ 124,848,2.9,3 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

11. 

Endowments as of July 31, 2014, are composed of the following: 

Unrestricted 

Donor-restricted endowment funds .............................. $ 16,171,604 
Board-designated endowment funds ............................ 1,622,183 

Total. ............................................................................ $ 17 793 787 

The change in endowments for the year ended July 31, 2014, is as follows: 

Unrestricted 

Beginning of the period. ............................................... $ 14,705,359 
Investment inc01ne ....................................................... 3,088,428 
Contributions ................................................................ 

End of period ............................................................... $ 17 793 787 

FAIR VALUE MEASUREMENT 

$ 

$ 

$ 

$ 

Permanently 
Restricted 

107,722,340 

I 07, 722,340 

Permanently 
Restricted 

95,480,143 
4,697,933 
7,544,264 

107,722,340 

Total 

$ 123,893,944 
1,622,183 

$ 125,516,127 

Total 

$ 1 I 0, 185,502 
7,786,361 
7,544,264 

$ 125,516,127 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the "exit 
price") in an orderly transaction between market participants at the measurement date. 

In determining fair value, the Foundation uses various valuation approaches. A fair value hierarchy for inputs is 
used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable 
inputs by requiring that the most observable inputs are to be used when available. 

The fair value hierarchy is categorized into three levels based on the inputs as follows: 

Level I - Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the 
Foundation has the ability to access. 

Level 2 - Valuations based on inputs, other than quoted prices included in Level I, which are observable either 
directly or indirectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value measurement. 

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to 
quoted market prices and other relevant information generated by market transactions. 

Fair values for investment in partnerships have been estimated using the net asset value (NA V) per share of the 
investments as provided by the fund managers. Individual fund managers rely on a variety of inputs that are 
available according to the type of investment strategy in use. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Multi-strategy and Long/short hedge funds typically utilize the NA V provided by the underlying investee. The 
Valuation Committee established by each fund manager also takes into account information provided within 
audited and unaudited financial statements and performance reports of the underlying investee. In addition, third 
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the 
fund's Valuation Committee. 

Structured credit fund pottfolio investments are primarily in the form of debt investments that are not publicly 
traded. The fair value of these securities is not readily determinable. These investments are valued on at least a 
quaiterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles 
generally accepted in the United States (US GAAP). The Board of Directors or Valuation Committee determines 
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation 
firms. 

Private equity funds fair values are supported by information received from the investee funds such as monthly net 
asset values, investor reports, and audited financial statements, when available. The fund Valuation Committee 
may consider other factors, including subscription and redemption rights, expected discounted cash flows, 
transactions in the secondary market, bids received from potential buyers, and overall market conditions in its 
determination of fair value. 

Investments by category level at July 31, 2015, are as follows: 

Fair Value 

Endowment Funds ........................................ $124,848,243 
Other............................................................ 17,517,313 
Annuities, net............................................... 4 443 473 

(Level I) 

$109,976,570 
17,517,313 
4,443,473 

(Level2) (Level3) 

$ 1,523,101 $13,348,572 

Total... .......................................................... $146,809.029 $131,937.356 $ 1,523.101 $13,348.572 

Investments by category level at July 31, 2014, are as follows: 

Fair Value (Level 1) (Level2) (Level 3) 

EndowmentFunds ......................................... $125,516,127 $112,145,402 $1,193,160 $12,177,565 
Other............................................................. 7,780,207 7,780,207 
Annuities, net................................................ 4,423.162 4,423.162 

Total ............................................................. $137,719,496 $124,348.771 $ 1.193.160 $12,177.565 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant 
unobservable inputs, are as follows: 

Balance at July 31, 2013 ...................................................................... . $ 13,022,385 
Redemptions ........................................................................................ . (3,050,000) 
Subscriptions ........................................................................................ . 1,468,450 
Change in estimated fair value ............................................................. . 736,730 

Balance at July 31, 2014 ...................................................................... . 12,177,565 
Redemptions ........................................................................................ . (225,084) 
Subscriptions ....................................................................................... . 736,764 
Change in estimated fair value ............................................................. . 659,327 

Balance at July 31, 2015 ...................................................................... . $ 13,348,572 

1~ NOTES PAYABLE 

In fiscal year 2012, the Seminary entered into a financing arrangement ("Loan") with a bank, for the purpose of 
paying for construction of 252 new student housing units. The Loan is structured with $16,000,000 of tax-exempt 
bonds and a $7,000,000 taxable loan with the bank. The tax-exempt bonds are amortized over 20 years, with the 
final payment due December 15, 202 I. Interest calculation is based upon 65% of the 90-day LIBOR rate plus 156 
basis points. The 90-day LIBOR rate is 0.28% and 0.24% at July 3 I, 2015 and 2014, respectively. From 
December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and 
interest payments beginning in January 2014. The taxable portion of the loan is due December 30, 20 I 6, with 
interest calculated as 90-day LIBOR rate plus 200 basis points. The Loan is secured with securities, with a fair 
value of $7,897,000, and deeds of trust on land and buildings, with a net book value of $17,257,000, in Fort 
Worth, Texas. 

Scheduled principal payments and total loans outstanding at July 31, 2015, for the following five years ended July 
31 and thereafter are as follows: 

2016 ......................................................................................................... , $ 
2017 ......................................................................................................... . 
2018 ......................................................................................................... . 
2019 ......................................................................................................... , 
2020 ......................................................................................................... , 
Thereafter ................................................................................................ . 

Total scheduled payments .............................................................. . 
Liability on swap agreement. ......................................................... . 

684,680 
7,709,095 

733,000 
757,708 
782,186 

11,185,108 

21,851,777 
453,275 

Total amount outstanding ............................................................... $ 22,305,052 

The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates applied to 
the Loan. The differential interest required to be paid or that will be received under this agreement is accrued 
consistent with the terms of the agreement and is recognized in the Statement of Activities and included in the 
Notes Payable. The interest rate for the loans is established quarterly based upon 65% of the 90-Day LIBOR plus 
1.56% (1.74% and 1.72% at July 31, 2015 and 2014, respectively). The notional principal amount of the swap 
agreements are$ I 0,000,000 and $6,000,000. The agreement effectively set the Seminary's interest rate exposure 
at 3.25% and 3.34%, respectively, for a period of ten years ending December 2021. 
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Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to 
be recognized at fair value as either assets or liabilities in the Statement of Financial Position. Accordingly, 
$453,275 and $289,892, which is representative of the value of the swap agreement at July 31, 2015 and 2014, 
respectively, is included in Notes Payable on the Statement of Financial Position. Value has been measured based 
on estimate of the amount needed to settle the agreement as calculated by the counterparty to the swap agreement. 
Such calculations were based on changes in market conditions and/or assumptions underlying the valuation models. 

The Seminary paid interest for the years ending July 31, 2015 and 2014, of$667,752 and $675,933, respectively. 

13. CHARITABLE GIFT ANNUITIES 

The Seminary, through the Foundation, enters into split interest agreements with donors whereby, in exchange for 
the gift from the donor, the Seminary is obligated to provide an annuity to the donor or other designated 
beneficiaries during their lifetimes. At July 31, 2015, two annuities are active. The assets and liabilities associated 
with these annuities are accounted for as indicated in Note 2, Split-Interest Agreements. 

14. LEASE COMMITMENTS 

The Seminary has non-cancelable operating leases for various office equipment expiring in 2017. Lease expenses 
were $235,255 and $278,831 for the years ended July 31, 2015 and 2014, respectively. The Seminary's future 
minimum lease payments under the lease agreements are as follows for the two years ended July 31: 

2016 ......................................................................................................... $ 
2017 ........................................................................................................ . 

Total future minimum lease payments ............................................ $ 

15. CONTINGENCY 

258,432 
115,205 

373 637 

The Tairnnt County Appraisal District has assessed property taxes on certain Seminary properties. Management is 
contesting these assessments vigorously through its legal counsel and believes it is more likely than not that it will 
be able to achieve a favorable determination that these properties are, in fact, exempt from prope1ty taxes. 
Accordingly, no liability is recorded for these tax assessments. 

16. ACCOUNTING FOR UNCERTAIN TAX POSITIONS 

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 50l(c)(3) of the 
Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business 
activities. The Seminary is subject to unrelated business income tax on certain rental activities. The Seminary paid 
no taxes for unrelated business income tax in 2015 and 2014 as expenses exceeded revenues. The Seminary 
believes that it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax 
positions that are material to the financial statements. Tax returns for the years 2013, 2012, and 2011 are subject 
to examination by tax authorities, and may change upon examination. 

17. SUBSEQUENT EVENTS 

The Seminary has evaluated subsequent events through October 2, 2015, the date the financial statements were 
available to be issued. 

Page 20 of20 



The Southwestern Baptist Theological Seminary 

Consolidated Financial Statements 

as of 

July 31, 2016 and 2015 

Together With 

Independent Auditors' Report 



GUINN, SMITH & Co. INC. 
A PROFESSIONAL CORPORATION 
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2408 TEXAS DRTVE 

IRVING, TEXAS 75062 
Phone: (972) 255-7120 Fax: (972) 570-3750 

E-mail: email@guinnsmith.com 

Independent Auditors' Report 

To the Hoard of Trustees 
The Southwestern Baptist Theological Seminary 
Fort Worth, Texas 

We have audited the accompanying consolidated financial statements of The Southwestern Baptist Theological 
Seminary (a Texas nonprofit corporation) which comprise the consolidated statements of financial position as of July 
31, 2016 and 2015, and the related consolidated statements of activities and cash flows for the years then ended, and 
the related notes to the consolidated financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated 
financial statements that arc free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation and 
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not tOr the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. 

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

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of The Southwestern Baptist Theological Seminary, as of July 31, 2016 and 2015, and the changes 
in their net assets and their cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Irving, Texas 
October 3, 2016 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Financial Position 
July 31, 2016 

Assets: 

Cash and cash equivalents ........................................ $ 
Accounts receivables, net. ........................................ . 
Unconditional promises to give, net... ...................... . 
Other assets .............................................................. . 
Investments: 

Unrestricted 

3,559,879 $ 
653,625 

442,385 

Endowment funds............................................... 11,356,396 
Split-interest funds ............................................ . 
Other investments............................................... 11,416,894 

Total investments......................................... 22,773,290 

Due from (to) other funds.......................................... (24,175,749) 
Property, plant, and equipment, net.......................... 116,745,297 

2016 
Temporarily 

Restricted 

211,029 $ 

7,581,638 

5,013,354 

5,013,354 

23,648,129 

Permanently 
Restricted 

105,521,474 
13,985,318 

119,506,792 

527,620 

Total 

$ 3,770,908 
653,625 

7,581,638 
442,385 

116,877,870 
13,985,318 
16,430,248 

147,293,436 

116,745,297 

Total assets ........................................... $119,998,727 $ 36,454,150 $120,034,412 $276,487,289 

Liabilities and net assets: 

Liabilities: 

Accounts payable ................................................ $ 
Accrued salaries and benefits ............................ . 
Deposits and agency funds ................................ . 
Deferred income ................................................ . 
Notes payable .................................................... . 
Liability urrder annuity contracts ...................... .. 
Accrued postretirement benefit obligation ....... .. 
Accrued postemployment benefit obligation .... .. 

1,545,562 $ 
656,621 
668,921 
225,847 

21,722,272 

1,279,232 
650 936 

Total liabilities............................................. 26,749,391 

Net assets................................................................... 93,249,336 

$ $ 

9,911,167 

9911167 

1,545,562 
656,621 
668,921 
225,847 

21,722,272 
9,911,167 
1,279,232 

650 936 

36,660,558 

36,454,150 110,123,245 239,826,731 

Total liabilities and net assets ............... $119,998,727 $ 36,454,150 $120,034,412 $276,487,289 

The accompanying notes are an integral part of these financial statements. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Financial Position 
July 31, 2015 

Assets: 

Cash and cash equivalents ......................................... $ 

2015 

Unrestricted 
Temporarily 
Restricted 

1,216,673 $ 210,684 $ 

Permanently 
Restricted Total 

$ 1,427,357 
Accounts receivables, net. ......................................... . 823,201 7,132 830,333 
Unconditional promises to give, net... ...................... .. 
Other assets ............................................................... . 636,938 
Investments: 

Endowment funds........................................ 15,714,372 
Split-interest funds ...................................... . 
Other investments........................................ 11,384,712 

Total investments......................................... 27,099,084 

Due from (to) other funds........................................... (19,465,047) 
Property, plant, and equipment, net........................... 114,476,106 

9,881,735 

6,132,601 

6,132,601 

18,945,837 

109,133,871 
14,561,757 

123,695,628 

519,210 

9,881,735 
636,938 

124,848,243 
14,561,757 
17,517,313 

156,927,313 

114,476,106 

Total assets ........................................... $124,786,955 $ 35,170,857 $124,221,970 $284,179,782 

Liabilities and net assets: 

Liabilities: 

Accounts payable ................................................. $ 
Accrued salaries and benefits ............................. . 
Deposits and agency funds ................................. . 
Deferred income ................................................. . 
Notes payable ..................................................... . 
Liability under annuity contracts ........................ . 
Accrued postretirement benefit obligation. ......... . 
Accrued postemployment benefit obligation ..... .. 

1,104,956 $ 
466,306 
675,816 
313,648 

22,137,052 

965,386 
644 273 

Total liabilities.............................................. 26,307,437 

Net assets.................................................................... 98,479,518 

$ 

35,170,857 

$ 

10,118,284 

I 0,118,284 

1,104,956 
466,306 
675,816 
313,648 

22,137,052 
10,118,284 

965,386 
644 273 

36,425,721 

114,103,686 247,754,061 

Total liabilities and net assets ................ $124,786,955 $ 35,170,857 $124,221,970 $284,179,782 

The accompanying notes are an integral part of these financial statements. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Activities 
For the Year Ended July 31, 2016 

2016 
Temporarily Permanently 

Changes in net assets: Unrestricted Restricted Restricted 

Revenues and other additions: 

Tuition and fees ............................................... $ 12,246,199 $ $ 
Scholarship and fellowships ............................. (4,598,285) 
Gifts: 

Cooperative program .................................. 8,227,361 
Student aid .................................................. 2,784,468 
Endowment. ................................................ 1,303,141 
Other. .......................................................... 3,505,628 7,697,809 

Change in value of investments .......................... (396,020) 2,112,480 (5,490,699) 
Change in value of split interest funds ............... 207,117 
Auxiliary enterprises .......................................... 7,513,391 
Other .................................................................. 696,418 
Net assets released from restriction .................... 11,311,464 (11,3 11,464) 

Total revenue ............................................ $ 38,506,156 $ 1,283,293 $ (3,980,441) 

Expenses and other deductions: 

Instructional ............................................. 17,470,991 
Institutional support ................................. 10,421,165 
Student services ....................................... 1,676,125 
Plant operations ........................................ 6,711,883 
Auxiliary enterprises ................................. 8,973,480 

Total operating expenses ................... 45,253,644 

Excess (deficiency) of operating revenues over 
expenses .................................................................... (6,747,488) 1,283,293 (3,980,441) 

Gain on sale of property. ............................. 1,517,306 

Change in net assets ................................................ (5,230,182) 1,283,293 (3,980,441) 

Net assets, beginning of year. ................................. 98,479,518 35,170,857 114,103,686 

Net assets, end of year ............................................ $ 93,249,336 $ 36,454,150 $110,123,245 

The accompanying notes are an integral part of these financial statements. 
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Total 

$ 12,246,199 
(4,598,285) 

8,227,361 
2,784,468 
1,303,141 

11,203,437 
(3,774,239) 

207,117 
7,513,391 

696,418 

$ 35,809,008 

17,470,991 
10,421,165 

1,676,125 
6,711,883 
8,973,480 

45,253,644 

(9,444,636) 

1,517,306 

(7,927,330) 

247,754,061 

$239,826,731 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Activities 
For the Year Ended July 31, 2015 

Changes in net assets: 

Revenues and other additions: 

Tuition and fees ............................................... 
Scholarship and fellowships ............................. 
Gifts: 

Cooperative program .................................. 
Student aid .................................................. 
Endowment ................................................. 
Other ........................................................... 

Change in value of investments .......................... 
Change in value of split interest funds ............... 
Auxiliary enterprises .......................................... 
Other .................................................................. 
Net assets released from restriction .................... 

Total revenue ............................................ 

Expenses and other deductions: 

Instructional ............................................. 
Institutional support ................................. 
Student services ....................................... 
Plant operations ........................................ 
Auxiliary enterprises ................................. 

Total operating expenses ................... 

Change in net assets ................................................ 

Net assets, beginning of year .................................. 

Net assets, end of year.. .......................................... 

Unrestricted 

$ 12,275,124 
(4,398,953) 

8,467,487 

4,322,058 
2,179,961 

7,422,182 
741,101 

7,104,851 

38,113,811 

15,882,872 
9,631,059 
1,626,785 
7,085,192 
7,896,712 

42,122,620 

(4,008,809) 

102,488,327 

$ 98,479,518 

2015 
Temporarily Permanently 
Restricted Restricted 

$ $ 

2,806,455 
1,703,194 

16,862,927 
2,068,331 (561,658) 

(6,389) 

(7,104,851) 

14,632,862 1 135 147 

14,632,862 1,135,147 

20,537,995 112,968,539 

$ 35,170,857 $114,103,686 

The accompanying notes are an integral part of these financial statements. 
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Total 

$ 12,275,124 
(4,398,953) 

8,467,487 
2,806,455 
1,703,194 

21,184,985 
3,686,634 

(6,389) 
7,422,182 

741,101 

53,881,820 

15,882,872 
9,631,059 
1,626,785 
7,085,192 
7,896,712 

42,122,620 

11,759,200 

235,994,861 

$247,754,061 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2016 and 2015 

2016 2015 

Change in net assets ..................................................................................................... $ (7,927,330) $ 11,759,200 

Adjustments to reconcile change in net assets to net cash utilized by 
operating activities: 

Depreciation and amortization of debt issue cost ................................................ . 
Contributions restricted for endowment and acquisition of long-term assets ...... . 
Gain on retirement of assets ................................................................................. . 
Non-cash contributions ........................................................................................ . 
Change in value of swap liability ......................................................................... . 
Net realized and unrealized gains on investments ............................................... . 
Investment income ............................................................................................... . 
Change in value of split-interest funds ................................................................. . 
Changes in operating assets and liabilities: 

Receivables ................................................................................................... . 
Unconditional promises to give .................................................................... . 
Other assets ................................................................................................... . 
Accounts payable. ......................................................................................... . 
Other accrued expenses ................................................................................ . 
Deferred income ........................................................................................... . 
Accrued postretirement benefit obligation ................................................... . 
Accrued postemployment benefit obligation ................................................ . 

Total adjustments ......................................................................................... . 

Net cash utilized by operating activities ................................................... . 

Cash flows from investing activities: 

Proceeds from sale and maturities of investments ...................................................... . 
Purchase of investments ............................................................................................. . 
Proceeds from sale of property and equipment.. ........................................................ . 
Investment in construction in progress ...................................................................... . 
Purchase of property, plant, and equipment ............................................................... . 

Net cash utilized by investing activities ................................................... . 

Cash flows from financing activities: 

Principal payments on notes payable .......................................................................... . 
Contributions restricted for endowments and acquisition of long-term assets ........... . 

Net cash provided by financing activities ................................................. . 

Net increase (decrease) in cash and cash equivalents ................................................. . 

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

Cash and cash equivalents, end of year ....................................................................... . $ 

3,654,346 
(8,404,258) 
(1,516,164) 
(1,248,147) 

245,900 
8,257,028 

(1,868,204) 
226,843 

176,708 
2,300,097 

194,553 
440,606 
183,420 
(87,801) 
3 I 3,846 

6 663 

2,875,436 

(5,051,894) 

14,069,279 
(10,010,039) 

1,674,055 
(4,273,406) 
(1,784,022) 

(324,133) 

(684,680) 
8,404,258 

7 719 578 

2,343,551 

1,427,357 

3,770,908 

The accompanying notes are an integral part of these financial statements. 
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$ 

3,692,135 
(17,729,401) 

(894,512) 
163,383 

1,336,306 
(1,817,113) 

190,424 

(179,590) 
(5,762,752) 

305,404 
644,389 

(745,198) 
63,814 

193,021 
183 116 

(20,356,574) 

(8,597,374) 

13,306,013 
(21,980,651) 

(695,438) 
(983,806) 

(10,353,882) 

(663,643) 
17,729,401 

17,065,758 

(1,885,498) 

3,312,855 

1,427,357 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

1. NATURE OF ORGANIZATION 

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention ("SBC") by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the SBC and is an integrated auxiliary of that Convention. The Seminary is 
economically dependent on the SBC and others for financial support. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Seminary consolidates the accounts of The Southwestern Baptist Theological Seminary Development 
Foundation, Inc. ("Development") and Southwestern Seminary Foundation ("Foundation"), Texas non-profit 
corporations. Development was formed to aid the Seminary in realizing its religious educational responsibility by 
acquiring and providing proper facilities and student housing to meet the needs of the Seminary. Foundation was 
formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit of and to further 
the purposes of the Seminary and to hold and manage a portion of the Seminary's endowment portfolio. 
Development and Foundation are exempt from federal income tax under Section 50l(c)(3) of the Internal Revenue 
Code. In the event of dissolution of either Development or Foundation, all respective assets they have shall inure to 
the Seminary. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting 

The consolidated financial statements of the Seminary have been prepared on the accrual basis of accounting. 
Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenue and Support 

Revenues and support for the Seminary are primarily derived from tuition, fees, and contributions from donors and 
supporters of the Seminary. Contributions received are recorded as unrestricted, temporarily restricted, or 
permanently restricted support depending on the existence and/or nature of donor restrictions. 

Recognition of Donor Restrictions 

The Seminary reports gifts of cash and other assets as temporarily restricted support if they are received with donor 
stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A donor 
restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished. At that time 
temporarily restricted net assets are reclassified to unrestricted net assets. If a stipulated time restriction ends or a 
purpose restriction is accomplished during the year the donation is received, the donation is recognized as 
unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the 
income derived from the donated asset for general or restricted purposes. 
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Revenue Recognition 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of the discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. 

An allowance for uncollectible receivables is provided based upon management's judgment including such factors 
as prior collection history, type of contribution and nature of fund raising activity. 

Investment returns on endowment and similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets 

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment, 
or expense account. In the absence of donor restrictions, donated assets are reported as unrestricted revenue. 

Donated Services 

Occasionally, the Seminary receives support in the form of donated services. Those services are recognized as 
unrestricted revenues if the services received (a) create or enhance nonfinancial assets or (b) require specialized 
skills, are provided by individuals possessing those skills, and would typically need to be purchased if not provided 
by contribution. Contributed services that do not meet these criteria are not recognized as revenue. No such 
amounts were recorded in the financial statements for the years ended July 31, 2016 and 2015. 

Estimates 

The preparation of financial statements in conformity with United States generally accepted accounting principles 
(GAAP) requires management to make estimates and assumptions that affect certain reported amounts of assets and 
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. The most significant estimates included in these financial statements are depreciation, the valuation of 
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of 
certain expenses. 

Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash 
equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids 
significant concentration of credit risk with respect to these investments. 
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Programs 

The Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally 
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and 
dedicated to professional excellence and lifelong learning. The Seminary pursues its mission through the execution 
of these major programs: 

Instructional -

Institutional support -

Student services -

Plant operations -

Auxiliary enterprises -

providing a biblically-based education for undergraduate, graduate, and postgraduate 
degrees in theology, evangelism and missions, church and family ministries, and church 
music 

providing support for general operations 

providing campus life activities, placement and employment services to students 

providing for maintenance and care of facilities, grounds, and equipment 

providing housing, dining, recreational and other services to students and staff 

Cash and Cash Equivalents 

For the purposes of financial reporting, the Seminary considers all short-term investments, with an original 
maturity of three months or less, to be cash equivalents. 

Accounts Receivable 

The Seminary's accounts receivable are due primarily from students. Credit is extended to students and collateral 
is not required. Accounts receivable are due at the beginning of each term. Amounts are reported net of an 
allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are considered past due. 
The Seminary determines its allowance by considering a number of factors, including the length of time student 
receivables are past due and the Seminary's previous loss history. The Seminary writes off accounts receivable 
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the 
allowance for doubtful accounts. Typically, students whose accounts are not current are not allowed to enroll in 
future classes. Allowance for doubtful accounts for the years ended July 31, 2016 and 2015 was $606,600 and 
$390,000, respectively. 

Investments 

Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and unrealized 
gains and losses on investments are reflected in the Statement of Activities. Investments received by gift or 
bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable at date of 
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value 
is determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties. Distributions 
from the trusts are recorded as endowment income and the carrying value of the investments is the current market 
value of underlying assets. 
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Split-Interest Agreements 

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and 
charitable gift annuities. At the dates these trusts are established, assets and contribution revenues are recognized 
at the present value of the estimated future benefits to be received when the trust assets are distributed. The 
receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount 
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change 
in value of split-interest agreements. Liabilities under split-interest agreements are calculated based upon current 
actuarial assumptions used by trustees of the agreements. 

Advertising Costs 

The Seminary uses advertising to promote its major programs to the general public. The costs of advertising are 
expensed as incurred. Advertising expense was $513,661 and $299,157 for the years ended July 31, 2016 and 
2015, respectively. 

Property, Plant, and Equipment 

Property, plant, and equipment are recorded at acquisition cost. Donated assets are recorded at fair market value at 
the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. Betterments and renewals are 
capitalized. Maintenance and repairs are charged to operations when incurred. Depreciation is computed using the 
straight-line method over the following estimated useful lives: 

Buildings ................................................................................................... 30 - 40 years 
Equipment. ................................................................................................ 5 - 10 years 
Improvements other than buildings ........................................................... 30 years 

Impairment of Long-lived Assets 

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances 
indicate the carrying value of an asset may not be recoverable. An impairment loss is recognized when the 
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets. Assets to be 
disposed of are reported at the lower of their carrying amount or fair value, less cost to sell. Management is of the 
opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount. 

Unconditional Promises to Give 

The Seminary records unconditional promises to give when a promise to give is communicated in writing with 
specific amounts and due dates for those donors with an established history of giving. Unconditional promises are 
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible 
accounts. Unconditional promises are written off when determined to be uncollectible. 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional basis in the 
Statement of Activities. Accordingly, certain expenses have been allocated among the programs and supporting 
services benefited. 
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Compensated Absences 

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other 
factors. Compensated absences for vacation leave have not been accrued since they cannot be reasonably 
estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement 

The Seminary uses a derivative to manage risks related to interest rate movements. The Seminary's interest-rate 
swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss in 
the Statement of Activities. The Seminary's risk management strategy is to stabilize cash flow requirements by 
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate. 

Change In Accounting Standards 

During fiscal year 2016, the Organization changed its method of accounting for debt issuance costs provided for 
under amended Topic 835 of the Financial Accounting Standards Board Accounting Standards Codification. The 
effect was to present debt issuance costs related to a recognized debt liability as a direct deduction from that debt 
liability, consistent with the presentation of a debt discount. This change resulted in a decrease in other assets, 
along with a decrease in notes payable, thus both total assets and total liabilities decreased by equal amounts. 
There was no change in net assets. The financial statements for July 31, 2015, have been retrospectively restated, 
which resulted in the same net change in presentation of debt issuance costs. 

3. UNCONDITIONAL PROMISES TO GIVE 

Scheduled maturities of unconditional promises to give at July 31 are as follows: 
2016 2015 

Less than one year .......................................................................................... . $ 2,422,500 $ 3,718,100 
One to five years ............................................................................................ . 5,501,700 6,969,098 
Greater than five years ................................................................................... . 59 925 

Total unconditional promises to give ................................................... . 7,984,125 10,687,198 
Unamortized discount at 2.24% and 2.92%, respectively .................... . (402,487) (805,463) 

Net unconditional promises to give .............................................. . $ 7,581,638 $ 9,881,735 

The Seminary evaluates the collectability of promises to give annually. No allowance for doubtful accounts was 
considered necessary at July 31, 2016 and 20 I 5. 

4. FUNDRAISING ACTIVITIES 

Fundraising expense for the years ended July 31, 2016 and 2015, was $1,482,813 and $1,491,058, respectively, 
These expenses are included in institutional support in the accompanying Statement of Activities. 
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5. COOPERATIVE PROGRAM 

One significant source of Seminary revenue is the Cooperative Program of the SBC. Churches participating in the 
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the 
Seminary and other entities. The Seminary received $8,227,361 and $8,467,487 from the SBC for the years ended 
July 31, 2016 and 2015, respectively. 

Distributions by state, as provided by the Executive Committee of the SBC for years ended July 3 I are as follows: 

2016 2015 

Alabama.............................................................................................................. $ 742,187 $ 775,248 
Alaska ................................................................................................................... . 10,736 9,937 
Arizona ................................................................................................................. . 36,617 38,385 
Arkansas ............................................................................................................... . 378,563 393,456 
California .............................................................................................................. . 95,014 98,019 
Colorado ............................................................................................................... . 22,000 24,502 
Dakota .................................................................................................................. . 3,332 2,964 
District of Columbia ............................................................................................. . 846 600 
Florida .................................................................................................................. . 612,611 572,169 
Georgia ................................................................................................................. . 717,204 766,442 
Hawaii Pacific ....................................................................................................... . 10,376 14,826 
Illinois ................................................................................................................... . 102,462 104,274 
Indiana .................................................................................................................. . 38,773 41,428 
Iowa ...................................................................................................................... . 12,242 8,139 
Kansas-Nebraska .................................................................................................. . 27,367 27,585 
Kentucky ............................................................................................................... . 436,575 446,552 
Louisiana .............................................................................................................. . 320,380 342,704 
Maryland-Delaware .............................................................................................. . 65,735 76,038 
Michigan ............................................................................................................... . 13,279 I 5,125 
Minnesota-Wisconsin ........................................................................................... . 3,898 3,172 
Mississippi ............................................................................................................ . 503,590 517,479 
Missouri ................................................................................................................ . 255,320 259,715 
Montana ................................................................................................................ . 6,284 6,048 
Nevada ................................................................................................................. . 23,335 16,790 
New England ........................................................................................................ . 4,943 5,040 
New Mexico. ......................................................................................................... . 36,890 36,502 
New York ............................................................................................................. . 8,191 8,865 
North Carolina ...................................................................................................... . 478,293 473,661 
Northwest .......................................................................... , .................................. . 32,261 32,586 
Ohio ...................................................................................................................... . 74,442 62,679 
Oklahoma ............................................................................................................. . 420,976 461,767 
Pennsylvania-South Jersey .................................................................................... . 9,042 9,282 
Puerto Rico/U.S. Virgin Islands ............................................................................ . 208 23 I 
South Carolina ...................................................................................................... . 489,110 506,103 
Tennessee ............................................................................................................. . 636,603 632,622 
Texas-BGCT. ........................................................................................................ . 441,897 485,824 
Texas-SBTC ......................................................................................................... . 670,543 699,206 
Utah-Idaho ............................................................................................................ . 7,209 6,080 
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2016 

Virginia-BGA V .................................................................................................... . 40,774 
Virginia-SBCV ..................................................................................................... . 179,848 
West Virginia ...................................................................................................... .. 19,857 
Wyoming ............................................................................................................. .. 5 105 

7,994,918 
Churches and individuals ...................................................................................... . 232,443 

Total Cooperative Program Allocation .................................................................. $ 8,227,361 

6. INVESTMENTS 

2015 

54,145 
179,704 
19,978 
5 866 

8,241,738 
225 749 

$ 8,467,487 

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are 
recorded in the Statement of Activities. Investments consist of the following: 

Mutual funds ...................................................................................... .. 
Common stocks .................................................................................... . 
Municipal bonds .................................................................................. . 
Closed-end funds ................................................................................ . 
Investments in partnerships .................................................................. . 
Cash and cash equivalents .................................................................... . 

Investments, net of restricted cash ............................................... .. 

$109,297,278 
10,829,790 

89,674 
2,380,572 

12,869,289 
11,826,833 

$147,293,436 

$115,194,600 
11,322,530 

3,038,004 
14,871,673 
12,500,506 

$156,927,313 

The "Investments in partnerships" category is comprised of interests in certain limited partnerships and limited 
liability corporations and is carried at fair value as provided by the investment managers. The amounts realized 
upon disposition of these investments may differ from the value reflected in the financial statements and the 
differences could be material. Certain partnership agreements are restricted as to resale and may require advance 
notice for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment activities 
of the underlying instruments of the partnerships, including market, credit, and currency risk. The Seminary's risk 
of loss as of July 31, 2016 and 2015, in any of its investment partnerships is limited to the value of the investment 
at July 31, 2016 and 2015. 

The following schedule details investment returns for the years ended July 31: 

Dividend and interest income .............................................................. . 
Net realized gains on investments ....................................................... .. 
Net unrealized (loss) gain on investments ............................................ . 

$ 3,952,255 $ 
598,511 

(8,325,005) 

3,871,661 
1,329,129 

(1,514,156) 

Total.............................................................................................. $ (3,774,239) $ 3,686,634 

Investment fees are netted against dividend and interest income. 
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7. PROPERTY, PLANT, AND EQUIPMENT 

Property and equipment consists of the following at July 31: 

2016 

Land .................................................................................................... . $ 3,740,331 $ 
Buildings .............................................................................................. . 136,807,355 
Equipment ........................................................................................... . 15,607,996 
Improvements other than buildings ...................................................... . 6,186,816 
Library books/microfilm/antiquities ..................................................... . 14,110,492 

176,452,990 
Less accumulated depreciation ..................................................... . (59,707,693) 

2015 

3,740,331 
132,775,172 
14,426,869 
6,186,816 

14,091,685 

171,220,873 
(56,744,767) 

Total ............................................................................................. . $] 16,745,297 $114,476,106 

Buildings include construction in progress for a new facility to house the School of Evangelism & Missions and the 
College at Southwestern, totaling $5,191,642 at July 31, 2016. 

8. EMPLOYEE BENEFITS 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees with a defined contribution retirement 
plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention under Internal 
Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary's contribution for the years 
ended July 31, 2016 and 2015, was $1,136,411 and $1,067,899, respectively. 

Postretirement and Postemployment Benefits 

The Seminary provides postemployment benefits to retired employees. The following table sets forth the future 
obligations at July 31: 

Accumulated benefit costs.................................................................... $ 
Employer contributions (benefit paid) ................................................. . 
Net periodic benefit cost.. .................................................................... . 
Discount rate assumed ......................................................................... . 

Postretirement Benefits 

650 936 $ 
(49,265) 
55 928 
2.95% 

644 273 
50 540 

233,656 
3.75% 

The Seminary provides postretirement life insurance benefits to retired employees. The following table sets forth 
the future obligations at July 31: 

Accumulated benefit costs ................................................................... . $ 1,279,232 $ 965,386 
Employer contributions (benefit paid) ................................................. . (70,384) 52,586 
Net periodic benefit cost. ..................................................................... . 56 492 37 929 
Comprehensive Income ........................................................................ . 327 738 
Discount rate assumed ......................................................................... . 2.95% 3.70% 
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9. NET ASSETS 

Temporarily restricted net assets consists of the following: 

Capital projects ....................................................................................... . 
Scholarships ............................................................................................ . 
Other ....................................................................................................... . 

Total ................................................................................................ . 

Permanently restricted net assets consists of the following: 

Annuity and life income funds ................................................................ . 
Endowment funds ................................................................................... . 
Other ....................................................................................................... . 

Total ................................................................................................ . 

Net assets released during the years ended July 31 are for the following 
purposes: 

Scholarships ............................................................................................ . 
Capital projects ....................................................................................... . 
Other ....................................................................................................... . 

2016 

$ 20,654,258 
10,043,348 
5 756 544 

$ 36,454,150 

$ 4,074,151 
105,521,474 

527,620 

$110,123,245 

$ 4,598,285 
5,955,223 

757 956 

2015 

$ 18,764,085 
9,885,747 
6,521,025 

$ 35,170,857 

$ 4,443,473 
109,133,871 

526,342 

$114,103,686 

$ 4,398,653 
1,841,155 

865 043 

Total................................................................................................. $ 11 311 464 $ 7 104 851 

10. ENDOWMENT INVESTMENTS 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while 
assuming moderate levels of investment risk. The Seminary expects its endowment funds, over time, to provide an 
average rate of return of approximately 8% annually. Actual returns in any given year may vary from this amount. 

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent 
risk constraints. 
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund's 
average fair value based on a 16 quarter moving average of portfolio values. This is consistent with the Seminary's 
objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to 
provide additional real growth through new gifts and investment return. The Board of Trustees has the right to 
recommend against expenditure of earnings or gains in any given year due to factors such as financial market 
conditions or poor investment performance. 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted 
endowment funds may fall below the original gift value (become "underwater"). In accordance with GAAP and 
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIF A), deficiencies of this nature are 
reported in unrestricted net assets. 

Restrictions - Endowment investments are either permanently restricted or unrestricted. Donor contributions, 
earnings that are permanently reinvested at donor direction, and earnings from funds held in trust by others are 
treated as permanently restricted. Other market value changes, whether realized or unrealized gains and losses or 
income (net of expenses) of donor-restricted endowments and all board-designated endowments are placed in the 
unrestricted category. 

Endowments as of July 31, 2016, are composed of the following: 

Donor-restricted endowment funds and market value 
changes of donor-restricted endowment funds .............. $ 
Board-designated ........................................................ . 

Total. ............................................................................. $ 

Unrestricted 
Permanently 

Restricted 

9,865,684 $ 105,521,474 
I 490 712 

11,356,396 $ 105,521,474 

The change in endowments for the year ended July 31, 2016, is as follows: 

Beginning of the period ................................................ $ 
Investment Joss ............................................................. . 
Contributions ................................................................ . 

End of period ................................................................ $ 

Unrestricted 

15,714,372 
(4,357,976) 

11,356,396 
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Permanently 
Restricted 

$ 109,133,871 
(4,825,549) 
1,213,152 

$ 105,521,474 

Total 

$ I 15,387,158 
I 490 712 

$ I I 6,877,870 

Total 

$ 124,848,243 
(9,183,525) 
1,213,152 

$ 116,877,870 
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Endowments as of July 31, 2015, are composed ofthe following: 

Donor-restricted endowment funds and market value 
changes of donor-restricted endowment funds ............. $ 
Board-designated ....................................................... . 

Total. ............................................................................ $ 

Unrestricted 
Permanently 
Restricted 

14,121,449 $ 109,133,871 
1,592,923 

15,714,372 $ 109,133,871 

The change in endowments for the year ended July 31, 2015, is as follows: 

Beginning of the period ............................................... $ 
Investment income ...................................................... . 
Contributions ............................................................... . 

End of period ............................................................... $ 

11. FAIR VALUE MEASUREMENT 

Unrestricted 

17,793,787 
(2,079,415) 

15,714,372 

Permanently 
Restricted 

$ 107,722,340 
(291,663) 

I 703 194 

$ 109,133,871 

Total 

$ 123,255,320 
1,592,923 

$ 124,848,243 

Total 

$ 125,516,127 
(2,371,078) 
I 703 194 

$ 124,848,243 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the "exit 
price") in an orderly transaction between market participants at the measurement date. 

In determining fair value, the Foundation uses various valuation approaches. A fair value hierarchy for inputs is 
used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable 
inputs by requiring that the most observable inputs are to be used when available. 

The fair value hierarchy is categorized into three levels based on the inputs as follows: 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the 
Foundation has the ability to access. 

Level 2 - Valuations based on inputs, other than quoted prices included in Level I, which are observable either 
directly or indirectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value measurement. 

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to 
quoted market prices and other relevant information generated by market transactions. 

Fair values for investment in partnerships have been estimated using the net asset value (NA V) per share of the 
investments as provided by the fund managers. Individual fund managers rely on a variety of inputs that are 
available according to the type of investment strategy in use. 
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Multi-strategy and Long/short hedge funds typically utilize the NA V provided by the underlying investee. The 
Valuation Committee established by each fund manager also takes into account information provided within 
audited and unaudited financial statements and performance reports of the underlying investee. In addition, third 
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the 
fund's Valuation Committee. 

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly 
traded. The fair value of these securities is not readily determinable. These investments are valued on at least a 
quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles 
generally accepted in the United States (US GAAP). The Board of Directors or Valuation Committee determines 
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation 
firms. 

Private equity funds fair values are supported by information received from the investee funds such as monthly net 
asset values, investor reports, and audited financial statements, when available. The fund Valuation Committee 
may consider other factors, including subscription and redemption rights, expected discounted cash flows, 
transactions in the secondary market, bids received from potential buyers, and overall market conditions in its 
determination of fair value. 

Investments by category level at July 31, 2016, are as follows: 

Fair Value 

Endowment Funds ........................................ $116,877,870 
Other............................................................ 16,430,248 
Annuities, net............................................... 4 07 4 151 

Total.. ........................................................... $137,382,269 

(Level 1) 

$104,008,581 
16,430,248 
4 074 151 

$124,512,980 

Investments by category level at July 31, 2015, are as follows: 

Fair Value 

Endowment Funds ......................................... $124,848,243 
Other............................................................. 17,517,313 
Annuities, net................................................ 4 443 473 

Total ............................................................. $146,809,029 
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(Level 1) 

$109,976,570 
17,517,313 
4 443 473 

$131,937,356 

(Level 2) (Level 3) 

$ 2,349,726 $ 10,519,563 

$ 2,349,726 $10,519,563 

(Level 2) (Level3) 

$ 1,523,101 $13,348,572 

$ 1,523,101 $ 13,348,572 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant 
unobservable inputs, are as follows: 

Balance at July 31, 2014 ................................................................................ $ 
Rede1nptions ................................................................................................. . 
Subscriptions ................................................................................................ . 
Change in estimated fair value ...................................................................... . 

Balance at July 31, 2015 ............................................................................... . 
Redemptions ................................................................................................. . 
Subscriptions ................................................................................................ . 
Change in estimated fair value ...................................................................... . 

12,177,565 
(225,084) 
736,764 
659 327 

13,348,572 
(5,411,582) 
3,092,269 
(509,696) 

Balance at July 31, 2016. ............................................................................... $ I 0,519,563 

12. NOTES PAYABLE 

In fiscal year 2012, the Seminary entered into a financing arrangement ("Loan") with a bank, for the purpose of 
paying for construction of252 new student housing units. The Loan is structured with $16,000,000 of tax-exempt 
bonds and a $7,000,000 taxable loan with the bank. The tax-exempt portion of the loan is amortized over 20 years, 
with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day LIBOR rate 
plus 156 basis points. The 90-day LIBOR rate is 0.65% and 0.28% at July 31, 2016 and 2015, respectively. From 
December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and 
interest payments beginning in January 2014. The taxable portion of the loan is due December 30, 2016, with 
interest calculated as 90-day LIBOR rate plus 200 basis points. The Loan is secured with securities, with a fair 
value of $7,897,000, and deeds of trust on land and buildings, with a net book value of $30,349,854, in Fort 
Worth, Texas. 

Scheduled principal payments and total loans outstanding at July 31, 2016, for the following five years ended July 
31 and thereafter are as follows: 

2017 .......................................................................................................... $ 
2018 ......................................................................................................... . 
2019 ......................................................................................................... . 
2020 ......................................................................................................... . 
2021 ......................................................................................................... . 
Thereafter ................................................................................................ . 

Total scheduled payments .............................................................. . 

Liability on swap agreement... ....................................................... . 
Debt issue cost. .............................................................................. . 

7,709,095 
733,000 
757,708 
782,186 
809,620 

I 0,375,488 

21,167,097 

699,175 
(144,000) 

Total amount outstanding ............................................................... $ 21,722,272 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates applied to 
the loans. The differential interest required to be paid or that will be received under these agreement is accrued 
consistent with the terms of the agreements and is recognized in the Statements of Activities and included in these 
Notes Payable. The interest rate for the loans is established quarterly based upon 65% of the 90-Day LIBOR plus 
1.56% (1.98% and 1.74% at July 31, 2016 and 2015, respectively). The notional principal amount of the swap 
agreements are $10,000,000 and $6,000,000. The agreements effectively fix the Seminary's interest rate exposure 
at 3.25% and 3.34%, respectively, for a period often years ending December 2021. 

Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to 
be recognized at fair value as either assets or liabilities in the Statements of Financial Position. Accordingly, 
$699,175 and $453,275, which is representative of the value of the swap agreement at July 31, 2016 and 2015, 
respectively, is included in Notes Payable on the Statement of Financial Position. Value has been measured based 
on an estimate of the amount needed to settle the agreement as calculated by the counterparty to the swap 
agreement. Such calculations were based on changes in market conditions and/or assumptions underlying the 
valuation models. 

The Seminary paid interest for the years ending July 31, 2016 and 2015, of $660,678 and $667,752, respectively. 

13. CHARITABLE GIFT ANNUITIES 

The Seminary, through the Foundation, enters into split interest agreements with donors whereby, in exchange for 
the gift from the donor, the Seminary is obligated to provide an annuity to the donor or other designated 
beneficiaries during their lifetimes. At July 31, 2016, two annuities are active. The assets and liabilities associated 
with these annuities are accounted for as indicated in Note 2, Split-Interest Agreements. 

14. LEASE COMMITMENTS 

The Seminary has non-cancelable operating leases for various office equipment expiring in 2021. Lease expenses 
were $260,272 and $235,255 for the years ended July 31, 2016 and 2015, respectively. The Seminary's future 
minimum lease payments under the lease agreements are as follows for the five years ended July 31: 

2017 ......................................................................................................... $ 
2018 ........................................................................................................ . 
2019 ........................................................................................................ . 
2020 ........................................................................................................ . 
2021 ........................................................................................................ . 

Total future minimum lease payments ............................................ $ 

15. CONTINGENCY 

219,922 
194,348 
194,018 
192,368 
81 287 

881 943 

The Tarrant County Appraisal District has assessed property taxes on certain Seminary properties. Management is 
contesting these assessments vigorously through its legal counsel and believes it is more likely than not that it will 
be able to achieve a favorable determination that these properties are, in fact, exempt from property taxes. 
Accordingly, no liability is recorded for these tax assessments. 

Page 20 of21 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

16. ACCOUNTING FOR UNCERTAIN TAX POSITIONS 

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501 ( c )(3) of the 
Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business 
activities. The Seminary is subject to unrelated business income tax on certain rental activities. The Seminary paid 
no taxes for unrelated business income tax in 2016 and 2015 as expenses exceeded revenues. The Seminary 
believes that it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax 
positions that are material to the financial statements. Tax returns for the years 2014, 2013, and 2012 are subject 
to examination by tax authorities, and may change upon examination. 

17. SUBSEQUENT EVENTS 

The Seminary has evaluated subsequent events through October 3, 2016, the date the financial statements were 
available to be issued. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL

SEMINARY

Consolidated Statements of Financial Position

July 31, 2017

2017

Unrestricted

Temporarily

Restricted

Permanently

Restricted Total

Assets:

Cash and cash equivalents ................................................................................................................................................................................................................................................................$ 3,167,093 $ 211,062 $ - $ 3,378,155

Accounts receivables, net................................................................................................................................................................................................................................................................743,825 - - 743,825

Unconditional promises to give, net................................................................................................................................................................................................................................................................- 4,646,834 - 4,646,834

Other assets................................................................................................................................................................................................................................................................576,857 - - 576,857

Investments:

Endowment funds................................................................................................................................................................................................................................................................14,297,168 - 114,949,793 129,246,961

Split-interest funds................................................................................................................................................................................................................................................................- - 14,752,919 14,752,919

Other investments................................................................................................................................................................................................................................................................2,773,507 107,316 - 2,880,823

Total investments................................................................................................................................................................................................................................................................17,070,675 107,316 129,702,712 146,880,703

Due from (to) other funds................................................................................................................................................................................................................................................................(25,870,967) 25,044,439 826,528 -

Property, plant, and equipment, net................................................................................................................................................................................................................................................................130,235,729 - - 130,235,729

Total assets................................................................................................................................................................................................................................................................$125,923,212 $ 30,009,651 $130,529,240 $286,462,103

Liabilities and net assets:

Liabilities:

Accounts payable................................................................................................................................................................................................................................................................$ 3,529,595 $ - $ - $ 3,529,595

Accrued salaries and benefits................................................................................................................................................................................................................................................................759,754 - - 759,754

Deposits and agency funds................................................................................................................................................................................................................................................................640,440 - - 640,440

Deferred income................................................................................................................................................................................................................................................................202,034 - - 202,034

Notes payable................................................................................................................................................................................................................................................................20,378,678 - - 20,378,678

Liability under annuity contracts................................................................................................................................................................................................................................................................- - 10,279,649 10,279,649

Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................1,222,623 - - 1,222,623

Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................576,889 - - 576,889

Total liabilities................................................................................................................................................................................................................................................................27,310,013 - 10,279,649 37,589,662

Net assets................................................................................................................................................................................................................................................................98,613,199 30,009,651 120,249,591 248,872,441

Total liabilities and net assets................................................................................................................................................................................................................................................................$125,923,212 $ 30,009,651 $130,529,240 $286,462,103

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL

SEMINARY

Consolidated Statements of Financial Position

July 31, 2016

2016

Unrestricted

Temporarily

Restricted

Permanently

Restricted Total

Assets:

Cash and cash equivalents ................................................................................................................................................................................................................................................................$ 3,559,879 $ 211,029 $ - $ 3,770,908

Accounts receivables, net................................................................................................................................................................................................................................................................653,625 - - 653,625

Unconditional promises to give, net................................................................................................................................................................................................................................................................- 7,581,638 - 7,581,638

Other assets................................................................................................................................................................................................................................................................442,385 - - 442,385

Investments:

Endowment funds................................................................................................................................................................................................................................................................11,356,396 - 105,521,474 116,877,870

Split-interest funds................................................................................................................................................................................................................................................................- - 13,985,318 13,985,318

Other investments................................................................................................................................................................................................................................................................11,416,894 5,013,354 - 16,430,248

Total investments................................................................................................................................................................................................................................................................22,773,290 5,013,354 119,506,792 147,293,436

Due from (to) other funds................................................................................................................................................................................................................................................................(24,175,749) 23,648,129 527,620 -

Property, plant, and equipment, net................................................................................................................................................................................................................................................................116,745,297 - - 116,745,297

Total assets................................................................................................................................................................................................................................................................$119,998,727 $ 36,454,150 $120,034,412 $276,487,289

Liabilities and net assets:

Liabilities:

Accounts payable................................................................................................................................................................................................................................................................$ 1,545,562 $ - $ - $ 1,545,562

Accrued salaries and benefits................................................................................................................................................................................................................................................................656,621 - - 656,621

Deposits and agency funds................................................................................................................................................................................................................................................................668,921 - - 668,921

Deferred income................................................................................................................................................................................................................................................................225,847 - - 225,847

Notes payable................................................................................................................................................................................................................................................................21,722,272 - - 21,722,272

Liability under annuity contracts................................................................................................................................................................................................................................................................- - 9,911,167 9,911,167

Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................1,279,232 - - 1,279,232

Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................650,936 - - 650,936

Total liabilities................................................................................................................................................................................................................................................................26,749,391 - 9,911,167 36,660,558

Net assets................................................................................................................................................................................................................................................................93,249,336 36,454,150 110,123,245 239,826,731

Total liabilities and net assets................................................................................................................................................................................................................................................................$119,998,727 $ 36,454,150 $120,034,412 $276,487,289

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL

SEMINARY

Consolidated Statements of Activities

For the Year Ended July 31, 2017

2017

Changes in net assets: Unrestricted

Temporarily

Restricted

Permanently

Restricted Total

Revenues and other additions:

Tuition and fees................................................................................................................................................................................................................................................................$ 13,157,517 $ - $ - $ 13,157,517

Scholarship and fellowships................................................................................................................................................................................................................................................................(5,041,069) - - (5,041,069)

Gifts:

Cooperative program................................................................................................................................................................................................................................................................8,096,090 - - 8,096,090

Student aid................................................................................................................................................................................................................................................................- 7,484,633 - 7,484,633

Endowment................................................................................................................................................................................................................................................................- - 5,615,252 5,615,252

Other................................................................................................................................................................................................................................................................2,677,361 - - 2,677,361

Change in value of investments................................................................................................................................................................................................................................................................2,683,661 6,841,319 4,879,577 14,404,557

Change in value of split interest funds................................................................................................................................................................................................................................................................- - (368,483) (368,483)

Auxiliary enterprises................................................................................................................................................................................................................................................................7,135,333 - - 7,135,333

Other................................................................................................................................................................................................................................................................806,870 - - 806,870

Net assets released from restriction................................................................................................................................................................................................................................................................20,770,451 (20,770,451) - -

Total revenue................................................................................................................................................................................................................................................................50,286,214 (6,444,499) 10,126,346 53,968,061

Expenses and other deductions:

Instructional ................................................................................................................................................................................................................................................................17,541,852 - - 17,541,852

Institutional support ................................................................................................................................................................................................................................................................9,983,309 - - 9,983,309

Student services ................................................................................................................................................................................................................................................................1,953,903 - - 1,953,903

Plant operations................................................................................................................................................................................................................................................................9,644,698 - - 9,644,698

Auxiliary enterprises................................................................................................................................................................................................................................................................8,051,535 - - 8,051,535

Total operating expenses................................................................................................................................................................................................................................................................47,175,297 - - 47,175,297

Excess (deficiency) of revenues over expenses................................................................................................................................................................................................................................................................3,110,917 (6,444,499) 10,126,346 6,792,764

Gain on sale of property................................................................................................................................................................................................................................................................2,252,946 - - 2,252,946

Change in net assets................................................................................................................................................................................................................................................................5,363,863 (6,444,499) 10,126,346 9,045,710

Net assets, beginning of year................................................................................................................................................................................................................................................................93,249,336 36,454,150 110,123,245 239,826,731

Net assets, end of year................................................................................................................................................................................................................................................................$ 98,613,199 $ 30,009,651 $120,249,591 $248,872,441

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL

SEMINARY

Consolidated Statements of Activities

For the Year Ended July 31, 2016

2016

Changes in net assets: Unrestricted

Temporarily

Restricted

Permanently

Restricted Total

Revenues and other additions:

Tuition and fees................................................................................................................................................................................................................................................................$ 12,246,199 $ - $ - $ 12,246,199

Scholarship and fellowships................................................................................................................................................................................................................................................................(4,598,285) - - (4,598,285)

Gifts:

Cooperative program................................................................................................................................................................................................................................................................8,227,361 - - 8,227,361

Student aid................................................................................................................................................................................................................................................................- 2,784,468 - 2,784,468

Endowment................................................................................................................................................................................................................................................................- - 1,303,141 1,303,141

Other................................................................................................................................................................................................................................................................3,505,628 7,697,809 - 11,203,437

Change in value of investments................................................................................................................................................................................................................................................................(396,020) 2,112,480 (5,490,699) (3,774,239)

Change in value of split interest funds................................................................................................................................................................................................................................................................- - 207,117 207,117

Auxiliary enterprises................................................................................................................................................................................................................................................................7,513,391 - - 7,513,391

Other................................................................................................................................................................................................................................................................696,418 - - 696,418

Net assets released from restriction................................................................................................................................................................................................................................................................11,311,464 (11,311,464) - -

Total revenue................................................................................................................................................................................................................................................................38,506,156 1,283,293 (3,980,441) 35,809,008

Expenses and other deductions:

Instructional ................................................................................................................................................................................................................................................................17,470,991 - - 17,470,991

Institutional support ................................................................................................................................................................................................................................................................10,421,165 - - 10,421,165

Student services ................................................................................................................................................................................................................................................................1,676,125 - - 1,676,125

Plant operations................................................................................................................................................................................................................................................................6,711,883 - - 6,711,883

Auxiliary enterprises................................................................................................................................................................................................................................................................8,973,480 - - 8,973,480

Total operating expenses................................................................................................................................................................................................................................................................45,253,644 - - 45,253,644

Excess (deficiency) of revenues over expenses................................................................................................................................................................................................................................................................(6,747,488) 1,283,293 (3,980,441) (9,444,636)

Gain on sale of property................................................................................................................................................................................................................................................................1,517,306 - - 1,517,306

Change in net assets................................................................................................................................................................................................................................................................(5,230,182) 1,283,293 (3,980,441) (7,927,330)

Net assets, beginning of year................................................................................................................................................................................................................................................................98,479,518 35,170,857 114,103,686 247,754,061

Net assets, end of year................................................................................................................................................................................................................................................................$ 93,249,336 $ 36,454,150 $110,123,245 $239,826,731

The accompanying notes are an integral part of these financial statements.
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For the Years Ended July 31, 2017 and 2016

2017 2016

Change in net assets................................................................................................................................................................................................................................................................$ 9,045,710 $ (7,927,330)

Adjustments to reconcile change in net assets to net cash utilized by  

operating activities:

Depreciation and amortization of debt issue cost................................................................................................................................................................................................................................................................3,700,900 3,654,346

Contributions restricted for endowment and acquisition of long-term assets................................................................................................................................................................................................................................................................(8,768,721) (8,404,258)

Gain (loss) on sale of fixed assets................................................................................................................................................................................................................................................................(2,245,432) (1,516,164)

Non-cash contributions................................................................................................................................................................................................................................................................(4,171,060) (1,248,147)

Change in value of swap liability................................................................................................................................................................................................................................................................(408,499) 245,900

Net unrealized and realized gain (loss) on investments................................................................................................................................................................................................................................................................(10,605,284) 8,257,028

Investment income................................................................................................................................................................................................................................................................(807,411) (1,868,204)

Change in value of split-interest funds................................................................................................................................................................................................................................................................554,624 226,843

Loss on retirement of assets................................................................................................................................................................................................................................................................1,238,476 -

Changes in operating assets and liabilities:

Receivables................................................................................................................................................................................................................................................................(90,200) 176,708

Unconditional promises to give................................................................................................................................................................................................................................................................2,934,804 2,300,097

Other assets................................................................................................................................................................................................................................................................(134,472) 194,553

Accounts payable................................................................................................................................................................................................................................................................57,484 440,606

Other accrued expenses................................................................................................................................................................................................................................................................74,652 183,420

Deferred income................................................................................................................................................................................................................................................................(23,813) (87,801)

Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................(56,609) 313,846

Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................(74,047) 6,663

Total adjustments................................................................................................................................................................................................................................................................(18,824,608) 2,875,436

Net cash utilized by operating activities................................................................................................................................................................................................................................................................(9,778,898) (5,051,894)

Cash flows from investing activities:

Proceeds from sale and maturities of investments................................................................................................................................................................................................................................................................27,923,859 14,069,279

Purchase of investments ................................................................................................................................................................................................................................................................(12,113,513) (10,010,039)

Proceeds from sale of property and equipment................................................................................................................................................................................................................................................................3,068,925 1,674,055

Investment in construction in progress ................................................................................................................................................................................................................................................................(15,149,238) (4,273,406)

Purchase of property, plant, and equipment ................................................................................................................................................................................................................................................................(2,153,514) (1,784,022)

Net cash provided by (utilized by) investing activities................................................................................................................................................................................................................................................................1,576,519 (324,133)

Cash flows from financing activities:

Principal payments on notes payable................................................................................................................................................................................................................................................................(959,095) (684,680)

Contributions restricted for endowments and  acquisition of long-term assets................................................................................................................................................................................................................................................................8,768,721 8,404,258

Net cash provided by financing activities................................................................................................................................................................................................................................................................7,809,626 7,719,578

Net (decrease) increase in cash and cash equivalents................................................................................................................................................................................................................................................................(392,753) 2,343,551

Cash and cash equivalents, beginning of year................................................................................................................................................................................................................................................................3,770,908 1,427,357

Cash and cash equivalents, end of year................................................................................................................................................................................................................................................................$ 3,378,155 $ 3,770,908

The accompanying notes are an integral part of these financial statements.
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1. NATURE OF ORGANIZATION

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of

Texas as a not-for-profit religious organization.  The Seminary’s primary activities are to assist the churches of the

Southern Baptist Convention (“SBC”) by the biblical education of God-called men and women for their respective

ministries, which fulfill the Great Commission and glorify God.  The Seminary’s primary location is in Fort Worth,

Texas. 

The Seminary is supported by the SBC and is an integrated auxiliary of that Convention.  The Seminary is

economically dependent on the SBC and others for financial support.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The Seminary consolidates the accounts of The Southwestern Baptist Theological Seminary Development

Foundation, Inc. (“Development”) and Southwestern Seminary Foundation (“Foundation”), Texas non-profit

corporations.  Development was formed to aid the Seminary in realizing its religious educational responsibility by

acquiring and providing proper facilities and student housing to meet the needs of the Seminary.    Foundation was

formed in 2005 and became active in 2008.  Foundation is organized and operated for the benefit of and to further

the purposes of the Seminary and to hold and manage a portion of the Seminary’s endowment portfolio.

Development and Foundation are exempt from federal income tax under Section 501(c)(3) of the Internal Revenue

Code. In the event of dissolution of either Development or Foundation, all respective assets they have shall inure to

the Seminary.  All significant intercompany accounts and transactions have been eliminated.

Basis of Accounting

The consolidated financial statements of the Seminary have been prepared on the accrual basis of accounting.

Accordingly, revenues are recognized when earned and expenses are recorded when incurred.

Revenue and Support

Revenues and support for the Seminary are primarily derived from tuition, fees, and contributions from donors and

supporters of the Seminary. Contributions received are recorded as unrestricted, temporarily restricted, or

permanently restricted support depending on the existence and/or nature of donor restrictions.

Recognition of Donor Restrictions

The Seminary reports gifts of cash and other assets as temporarily restricted support if they are received with donor

stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A donor

restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished.  At that time

temporarily restricted net assets are reclassified to unrestricted net assets.  If a stipulated time restriction ends or a

purpose restriction is accomplished during the year the donation is received, the donation is recognized as

unrestricted revenue.  

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with

donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the

income derived from the donated asset for general or restricted purposes.
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Revenue Recognition

Contributions are recognized as revenues in the period when unconditional promises to give are received.

Conditional promises to give are not recognized until they become unconditional, that is when the conditions on

which they depend are substantially met.  Contributions to be received after one year are discounted at an

appropriate discount rate commensurate with the risks involved.  Amortization of the discount is recorded as

additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions.  

An allowance for uncollectible receivables is provided based upon management’s judgment including such factors

as prior collection history, type of contribution and nature of fund raising activity.

Investment returns on endowment and similar funds are reported as follows:

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the

principal of a permanent endowment fund;

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction

on the use of the income;

• as changes in unrestricted net assets in all other cases.

Donated Assets

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment,

or expense account.  In the absence of donor restrictions, donated assets are reported as unrestricted revenue.

Donated Services

Occasionally, the Seminary receives support in the form of donated services.  Those services are recognized as

unrestricted revenues if the services received (a) create or enhance nonfinancial assets or (b) require specialized

skills, are provided by individuals possessing those skills, and would typically need to be purchased if not provided

by contribution.  Contributed services that do not meet these criteria are not recognized as revenue.  No such

amounts were recorded in the financial statements for the years ended July 31, 2017 and 2016.

Estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles

(GAAP) requires management to make estimates and assumptions that affect certain reported amounts of assets and

liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenue and expenses during the reporting period.  Accordingly, actual results could differ from those

estimates.  The most significant estimates included in these financial statements are depreciation, the valuation of

certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of

certain expenses.

Concentrations

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash

equivalents and investments.  The Seminary places its cash with high-credit quality financial institutions and

periodically maintains deposits in amounts which exceed FDIC insurance coverage.  Management believes the risk

of incurring material losses related to this credit risk is remote.  The Foundation currently invests primarily in

common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids

significant concentration of credit risk with respect to these investments.
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Programs

The Seminary’s core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally

minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and

dedicated to professional excellence and lifelong learning.  The Seminary pursues its mission through the execution

of these major programs:

Instructional - providing a biblically-based education for undergraduate, graduate, and postgraduate 

degrees in theology, evangelism and missions, church and family ministries, and church 

music

Institutional support - providing support for general operations

Student services - providing campus life activities, placement and employment services to students

Plant operations - providing for maintenance and care of facilities, grounds, and equipment

Auxiliary enterprises - providing housing, dining, recreational and other services to students and staff

Cash and Cash Equivalents

For the purposes of financial reporting, the Seminary considers all short-term investments, with an original

maturity of three months or less, to be cash equivalents.

Accounts Receivable

The Seminary’s accounts receivable are due primarily from students.  Credit is extended to students and collateral

is not required.  Accounts receivable are due at the beginning of each term. Amounts are reported net of an

allowance for doubtful accounts.  Accounts outstanding beyond the beginning of the term are considered past due.

The Seminary determines its allowance by considering a number of factors, including the length of time student

receivables are past due and the Seminary’s previous loss history.  The Seminary writes off accounts receivable

when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the

allowance for doubtful accounts.  Typically, students whose accounts are not current are not allowed to enroll in

future classes.  Allowance for doubtful accounts for the years ended July 31, 2017 and 2016 was $600,676 and

$606,600, respectively.

Investments

Investments in debt, equity securities and mineral rights are stated at fair value.  The net realized and unrealized

gains and losses on investments are reflected in the Statement of Activities.   Investments received by gift or

bequest are recorded at fair value at the date of effective receipt.  If fair value is not determinable at date of

effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value

is determinable.  Purchased investments or debt securities which are not marketable with readily determinable fair

values are carried at cost unless there has been an impairment of value considered to be other than temporary.  

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties.  Distributions

from the trusts are recorded as endowment income and the carrying value of the investments is the current market

value of underlying assets.
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Fair Value Measurements

The Seminary follows FASB Accounting Standards Codification Topic 820, Fair Value Measurement. Topic 820

defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value

measurements.  Fair value is defined as the price that would be received to sell an asset or paid to transfer a

liability in an orderly transaction between market participants at the measurement date.  Topic 820 establishes a

fair value hierarcy that prioritizes the inputs to valuation techniques used to measure fair value into three broad

levels.

The Seminary adopted, and retrospectively applied, the provisions of Accounting Standards Update (ASU) No.

2015-07, Disclosures for Investments in Certain Entities That Calculate Net Asset Value per Share (or its

equivalent). ASU No. 2015-07 amends ASC Topic 820, Fair Value Measurement, to remove the requirements to

categorize within the fair value hierarchy all investments for which fair value is measured using the net asset value

(NAV) per share practical expedient.   The information provided in Note 11 in these financial statements has been

updated to comply with the provisions of this ASU.

Split-Interest Agreements

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and

charitable gift annuities.  At the dates these trusts are established, assets and contribution revenues are recognized

at the present value of the estimated future benefits to be received when the trust assets are distributed.  The

receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount

and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change

in value of split-interest agreements.  Liabilities under split-interest agreements are calculated based upon current

actuarial assumptions used by trustees of the agreements.

Advertising Costs

The Seminary uses advertising to promote its major programs to the general public.  The costs of advertising are

expensed as incurred.  Advertising expense was  $483,601 and $513,661 for the years ended  July 31, 2017 and

2016, respectively.  

Property, Plant,  and Equipment

Property, plant, and equipment are recorded at acquisition cost.  Donated assets are recorded at fair market value at

the time of receipt.  The Seminary capitalizes assets with a cost greater than $3,500.  Betterments and renewals are

capitalized.  Maintenance and repairs are charged to operations when incurred.  Depreciation is computed using the

straight-line method over the following estimated useful lives:

Buildings................................................................................................................................................................................................................................................................30 - 40 years

Equipment................................................................................................................................................................................................................................................................ 5 - 10 years

Improvements other than buildings................................................................................................................................................................................................................................................................ 30 years

Impairment of Long-lived Assets

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances

indicate the carrying value of an asset may not be recoverable.  An impairment loss is recognized when the

estimated undiscounted future cash flows from the assets are less than the carrying value of the assets.  Assets to be

disposed of are reported at the lower of their carrying amount or fair value, less cost to sell.  Management is of the

opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount.
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Unconditional Promises to Give

The Seminary records unconditional promises to give when a promise to give is communicated in writing with

specific amounts and due dates for those donors with an established history of giving.  Unconditional promises are

evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible

accounts.  Unconditional promises are written off when determined to be uncollectible.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional basis in the

Statement of Activities.  Accordingly, certain expenses have been allocated among the programs and supporting

services benefited.

Compensated Absences

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other

factors.  Compensated absences for vacation leave have not been accrued since they cannot be reasonably

estimated. The Seminary’s policy is to recognize these costs when actually paid.

Interest Rate Swap Agreement

The Seminary uses a derivative to manage risks related to interest rate movements.  The Seminary’s interest-rate

swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss in

the Statement of Activities. The Seminary’s risk management strategy is to stabilize cash flow requirements by

maintaining a swap contract which effectively converts variable-rate debt to a fixed rate.

Change In Accounting Standards

During fiscal year 2016, the Organization changed its method of accounting for debt issuance costs provided for

under amended Topic 835 of the Financial Accounting Standards Board Accounting Standards Codification. The

effect was to present debt issuance costs related to a recognized debt liability as a direct deduction from that debt

liability, consistent with the presentation of a debt discount. This change resulted in a decrease in other assets,

along with a decrease in notes payable, thus both total assets and total liabilities decreased by equal amounts.

There was no change in net assets. 

3. UNCONDITIONAL PROMISES TO GIVE

Scheduled maturities of unconditional promises to give at July 31 are as follows:

2017 2016

Less than one year................................................................................................................................................................................................................................................................$ 2,049,000 $ 2,422,500

One to five years................................................................................................................................................................................................................................................................3,344,189 5,501,700

Greater than five years................................................................................................................................................................................................................................................................- 59,925

Total unconditional promises to give................................................................................................................................................................................................................................................................5,393,189 7,984,125

Unamortized discount at 2.90% and 2.24%, respectively................................................................................................................................................................................................................................................................(286,355) (402,487)

Unconditional promises to give................................................................................................................................................................................................................................................................5,106,834 7,581,638

Allowance for doubtful accounts................................................................................................................................................................................................................................................................(460,000) -

Net unconditional promises to give................................................................................................................................................................................................................................................................$ 4,646,834 $ 7,581,638
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4. FUNDRAISING ACTIVITIES

Fundraising expense for the years ended July 31, 2017 and 2016, was $1,194,269 and $1,482,813, respectively,

These expenses are included in institutional support in the accompanying Statement of Activities.

5. COOPERATIVE PROGRAM

One significant source of Seminary revenue is the Cooperative Program of the SBC.  Churches participating in the

Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the

Seminary and other entities.  The Seminary received $8,096,090 and $8,227,361 from the SBC for the years ended

July 31, 2017 and 2016, respectively.

Distributions by state, as provided by the Executive Committee of the SBC for years ended July 31 are as follows:

2017 2016

Alabama................................................................................................................................................................................................................................................................$ 713,996 $ 742,187

Alaska................................................................................................................................................................................................................................................................9,101 10,736

Arizona................................................................................................................................................................................................................................................................37,948 36,617

Arkansas................................................................................................................................................................................................................................................................366,691 378,563

California................................................................................................................................................................................................................................................................91,206 95,014

Colorado................................................................................................................................................................................................................................................................23,492 22,000

Dakota................................................................................................................................................................................................................................................................3,453 3,332

District of Columbia................................................................................................................................................................................................................................................................542 846

Florida................................................................................................................................................................................................................................................................741,458 612,611

Georgia................................................................................................................................................................................................................................................................691,901 717,204

Hawaii Pacific................................................................................................................................................................................................................................................................19,797 10,376

Illinois................................................................................................................................................................................................................................................................96,615 102,462

Indiana................................................................................................................................................................................................................................................................29,704 38,773

Iowa................................................................................................................................................................................................................................................................12,109 12,242

Kansas-Nebraska................................................................................................................................................................................................................................................................28,636 27,367

Kentucky................................................................................................................................................................................................................................................................418,025 436,575

Louisiana................................................................................................................................................................................................................................................................297,466 320,380

Maryland-Delaware................................................................................................................................................................................................................................................................63,587 65,735

Michigan................................................................................................................................................................................................................................................................12,759 13,279

Minnesota-Wisconsin................................................................................................................................................................................................................................................................4,572 3,898

Mississippi................................................................................................................................................................................................................................................................486,863 503,590

Missouri................................................................................................................................................................................................................................................................251,952 255,320

Montana................................................................................................................................................................................................................................................................6,019 6,284

Nevada................................................................................................................................................................................................................................................................22,975 23,335

New England................................................................................................................................................................................................................................................................6,973 4,943

New Mexico................................................................................................................................................................................................................................................................27,192 36,890

New York................................................................................................................................................................................................................................................................9,605 8,191

North Carolina................................................................................................................................................................................................................................................................475,738 478,293

Northwest................................................................................................................................................................................................................................................................31,366 32,261

Ohio................................................................................................................................................................................................................................................................82,982 74,442

Oklahoma................................................................................................................................................................................................................................................................413,433 420,976

Pennsylvania-South Jersey................................................................................................................................................................................................................................................................8,790 9,042

Puerto Rico/U.S. Virgin Islands................................................................................................................................................................................................................................................................176 208
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2017 2016

South Carolina................................................................................................................................................................................................................................................................457,150 489,110

Tennessee................................................................................................................................................................................................................................................................621,853 636,603

Texas-BGCT................................................................................................................................................................................................................................................................433,229 441,897

Texas-SBTC................................................................................................................................................................................................................................................................635,595 670,543

Utah-Idaho................................................................................................................................................................................................................................................................7,107 7,209

Virginia-BGAV................................................................................................................................................................................................................................................................35,665 40,774

Virginia-SBCV................................................................................................................................................................................................................................................................180,118 179,848

West Virginia................................................................................................................................................................................................................................................................19,712 19,857

Wyoming................................................................................................................................................................................................................................................................4,626 5,105

7,882,177 7,994,918

Churches and individuals................................................................................................................................................................................................................................................................213,913 232,443

Total Cooperative Program Allocation................................................................................................................................................................................................................................................................$ 8,096,090 $ 8,227,361

6. INVESTMENTS

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are

recorded in the Statement of Activities.  Investments consist of the following as of July 31: 

Money market funds ................................................................................................................................................................................................................................................................$ 6,428,440 $ 11,843,038

Debt securities................................................................................................................................................................................................................................................................5,908,720 5,233,192

Equity securities................................................................................................................................................................................................................................................................38,455,633 33,999,488

Government securities................................................................................................................................................................................................................................................................1,424,194 -

Global listed infrastucture................................................................................................................................................................................................................................................................3,367,006 2,679,275

Private equity................................................................................................................................................................................................................................................................2,113,753 2,156,989

Closed-end funds................................................................................................................................................................................................................................................................2,534,840 2,380,572

Other Foundations and 3rd party trusts................................................................................................................................................................................................................................................................74,974,362 78,185,665

Other investments................................................................................................................................................................................................................................................................124,997 1,064,084

135,331,945 137,542,303

Investments measured at net asset value................................................................................................................................................................................................................................................................11,548,758 9,751,133

Investments, net of restricted cash................................................................................................................................................................................................................................................................$ 146,880,703 $147,293,436

The “Investments measured at net asset value” and “Private equity” categories include interest in certain limited

partnerships and limited liability corporations and is carried at fair value as provided by the investment managers.

The amounts realized upon disposition of these investments may differ from the value reflected in the financial

statements and the differences could be material.  Certain partnership agreements are restricted as to resale and

may require advance notice for redemption or withdrawal.

The Seminary’s investments in partnerships is subject to various risk factors arising from the investment activities

of the underlying instruments of the partnerships, including market, credit, and currency risk.  The Seminary’s risk

of loss as of July 31, 2017 and 2016, in any of its investment partnerships is limited to the value of the investment

at July 31, 2017 and 2016.
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The following schedule details investment returns for the years ended July 31:

2017 2016

Dividend and interest income................................................................................................................................................................................................................................................................$ 3,879,900 $ 3,952,255

Net realized gains on investments................................................................................................................................................................................................................................................................578,757 598,511

Net unrealized gain (loss) on investments................................................................................................................................................................................................................................................................9,945,900 (8,325,005)

Total................................................................................................................................................................................................................................................................$ 14,404,557 $ (3,774,239)

Investment fees are netted against dividend and interest income.

7. PROPERTY, PLANT, AND EQUIPMENT

Property and equipment consists of the following at July 31:

Land ................................................................................................................................................................................................................................................................$ 3,690,331 $ 3,740,331

Buildings................................................................................................................................................................................................................................................................150,555,291 136,807,355

Equipment................................................................................................................................................................................................................................................................15,720,812 15,607,996

Improvements other than buildings................................................................................................................................................................................................................................................................8,160,609 6,186,816

Library books/microfilm/antiquities................................................................................................................................................................................................................................................................14,157,388 14,110,492

192,284,431 176,452,990

Less accumulated depreciation................................................................................................................................................................................................................................................................(62,048,702) (59,707,693)

Total................................................................................................................................................................................................................................................................$130,235,729 $116,745,297

Buildings include construction in progress for a new facility to house the School of Evangelism & Missions and the

College at Southwestern, totaling $21,707,993 at July 31, 2017.  

8. EMPLOYEE BENEFITS

Defined Contribution Retirement Plan

The Seminary provides its officers, permanent faculty and career employees with a defined contribution retirement

plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention under Internal

Revenue Code Section 403(b) and Treasury regulations related thereto.  The Seminary’s contribution for the years

ended July 31, 2017 and 2016, was $1,178,007 and $1,136,411, respectively.

Postretirement and Postemployment Benefits

The Seminary provides postemployment benefits to retired employees.  The following table sets forth the future

obligations at July 31:

Accumulated benefit costs................................................................................................................................................................................................................................................................$ 576,889 $ 650,936

Employer contributions (benefit paid)................................................................................................................................................................................................................................................................(50,263) (49,265)

Net periodic benefit cost................................................................................................................................................................................................................................................................(23,784) 55,928

Discount rate assumed................................................................................................................................................................................................................................................................3.47% 2.95%
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Postretirement Benefits

The Seminary provides postretirement benefits to retired employees.  The following table sets forth the future

obligations at July 31:

2017 2016

Accumulated benefit costs................................................................................................................................................................................................................................................................$ 1,222,623 $ 1,279,232

Employer contributions (benefit paid)................................................................................................................................................................................................................................................................(68,376) (70,384)

Net periodic benefit cost................................................................................................................................................................................................................................................................94,051 56,492

Comprehensive Income................................................................................................................................................................................................................................................................(82,284) 327,738

Discount rate assumed................................................................................................................................................................................................................................................................3.49% 2.95%

9. NET ASSETS

Temporarily restricted net assets consists of the following:

Capital projects................................................................................................................................................................................................................................................................$ 14,087,034 $ 20,654,258

Scholarships................................................................................................................................................................................................................................................................9,895,939 10,043,348

Other................................................................................................................................................................................................................................................................6,026,678 5,756,544

Total................................................................................................................................................................................................................................................................$ 30,009,651 $ 36,454,150

Permanently restricted net assets consists of the following:

Annuity and life income funds................................................................................................................................................................................................................................................................$ 4,473,270 $ 4,074,151

Endowment funds................................................................................................................................................................................................................................................................114,949,792 105,521,474

Other................................................................................................................................................................................................................................................................826,529 527,620

Total................................................................................................................................................................................................................................................................$120,249,591 $110,123,245

Net assets released during the years ended July 31 are for the following

purposes:

Scholarships................................................................................................................................................................................................................................................................$ 5,007,070 $ 4,598,285

Capital projects................................................................................................................................................................................................................................................................14,514,152 5,955,223

Other................................................................................................................................................................................................................................................................1,249,229 757,956

Total................................................................................................................................................................................................................................................................$ 20,770,451 $ 11,311,464

10. ENDOWMENT INVESTMENTS

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for

endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment

while seeking to maintain the purchasing power of the endowment assets.  Endowment assets include those assets

of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as

board-designated funds.  Under this policy, as approved by the Board of Trustees, the endowment assets are

invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while

assuming moderate levels of investment risk.  The Seminary expects its endowment funds, over time, to provide an

average rate of return of approximately 8% annually.  Actual returns in any given year may vary from this amount.
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Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary

relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized

and unrealized) and current yield (interest and dividends).  The Seminary targets a diversified asset allocation that

places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent

risk constraints.

Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of

appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment fund’s

average fair value based on a 16 quarter moving average of portfolio values.  This is consistent with the Seminary’s

objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to

provide additional real growth through new gifts and investment return.   The Board of Trustees has the right to

recommend against expenditure of earnings or gains in any given year due to factors such as financial market

conditions or poor investment performance.

Funds Held in Trust by Others - A substantial portion of the Seminary’s endowment assets is held by Baptist

agencies throughout the United States.  These agencies do not report donor restrictions on the amount to retain as a

fund of perpetual duration.  Consequently, the Seminary records changes in the market value of investments held in

trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in

the fund for perpetual duration.

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted

endowment funds may fall below the original gift value (become “underwater”).  In accordance with GAAP and

the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIFA), deficiencies of this nature are

reported in unrestricted net assets.

Restrictions - Endowment investments are either permanently restricted or unrestricted.  Donor contributions,

earnings that are permanently reinvested at donor direction, and earnings from funds held in trust by others are

treated as permanently restricted.  Other market value changes, whether realized or unrealized gains and losses or

income (net of expenses) of donor-restricted endowments and all board-designated endowments are placed in the

unrestricted category.

Endowments as of July 31, 2017, are composed of the following:

Unrestricted

Permanently

Restricted Total

Donor-restricted endowment funds and market value

changes of donor-restricted endowment funds................................................................................................................................................................................................................................................................$ 12,590,976 $ 114,949,793 $ 127,540,769

Board-designated ................................................................................................................................................................................................................................................................1,706,192 - 1,706,192

Total................................................................................................................................................................................................................................................................$ 14,297,168 $ 114,949,793 $ 129,246,961

The change in endowments for the year ended July 31, 2017, is as follows:

Unrestricted

Permanently

Restricted Total

Beginning of the period................................................................................................................................................................................................................................................................$ 11,356,396 $ 105,521,474 $ 116,877,870

Investment gain................................................................................................................................................................................................................................................................2,940,772 3,903,067 6,843,839

Contributions................................................................................................................................................................................................................................................................- 5,525,252 5,525,252

End of period................................................................................................................................................................................................................................................................$ 14,297,168 $ 114,949,793 $ 129,246,961
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Endowments as of July 31, 2016, are composed of the following:

Unrestricted

Permanently

Restricted Total

Donor-restricted endowment funds and market value

changes of donor-restricted endowment funds................................................................................................................................................................................................................................................................$ 9,865,684 $ 105,521,474 $ 115,387,158

Board-designated ................................................................................................................................................................................................................................................................1,490,712 - 1,490,712

Total................................................................................................................................................................................................................................................................$ 11,356,396 $ 105,521,474 $ 116,877,870

The change in endowments for the year ended July 31, 2016, is as follows:

Unrestricted

Permanently

Restricted Total

Beginning of the period................................................................................................................................................................................................................................................................$ 15,714,372 $ 109,133,871 $ 124,848,243

Investment loss................................................................................................................................................................................................................................................................(4,357,976) (4,825,549) (9,183,525)

Contributions................................................................................................................................................................................................................................................................- 1,213,152 1,213,152

End of period................................................................................................................................................................................................................................................................$ 11,356,396 $ 105,521,474 $ 116,877,870

11. FAIR VALUE MEASUREMENT

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit

price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, the Seminary uses various valuation approaches.  A fair value hierarchy for inputs is used

in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs

by requiring that the most observable inputs are to be used when available.

The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 – Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the

Foundation has the ability to access.

Level 2 – Valuations based on inputs, other than quoted prices included in Level 1, which are observable either

directly or indirectly.

Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to

quoted market prices and other relevant information generated by market transactions.

 

Fair values for investment in partnerships have been estimated using the net asset value (NAV) per share of the

investments as provided by the fund managers.  Individual fund managers rely on a variety of inputs that are

available according to the type of investment strategy in use.
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Multi-strategy and long/short hedge funds typically utilize the NAV provided by the underlying investee.  The

Valuation Committee established by each fund manager also takes into account information provided within

audited and unaudited financial statements and performance reports of the underlying investee.  In addition, third

party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the

fund’s Valuation Committee.

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly

traded.  The fair value of these securities is not readily determinable.  These investments are valued on at least a

quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles

generally accepted in the United States (US GAAP).  The Board of Directors or Valuation Committee determines

the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation

firms.

Private equity funds fair values are supported by information received from the investee funds such as monthly net

asset values, investor reports, and audited financial statements, when available.  The fund Valuation Committee

may consider other factors, including subscription and redemption rights, expected discounted cash flows,

transactions in the secondary market, bids received from potential buyers, and overall market conditions in its

determination of fair value.

Investments by category level at July 31, 2017, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................................................................................................................................................................................................................................$117,698,203 $115,584,450 $ - $ 2,113,753

Annuities, net................................................................................................................................................................................................................................................................4,473,270 4,473,270 - -

Other Investments................................................................................................................................................................................................................................................................2,880,823 2,880,823 - -

Total investments subject to fair value

hierachy................................................................................................................................................................................................................................................................125,052,296 $122,938,543 $ - $ 2,113,753

Investments measured at net asset value................................................................................................................................................................................................................................................................11,548,758

Total................................................................................................................................................................................................................................................................$136,601,054

Investments by category level at July 31, 2016, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................................................................................................................................................................................................................................$107,126,737 $104,969,748 $ - $ 2,156,989

Other................................................................................................................................................................................................................................................................16,430,248 16,430,248 - -

Annuities, net................................................................................................................................................................................................................................................................4,074,151 4,074,151 - -

Total investments subject to fair value

hierachy................................................................................................................................................................................................................................................................127,631,136 $125,474,147 $ - $ 2,156,989

Investments measured at net asset value................................................................................................................................................................................................................................................................9,751,133

Total................................................................................................................................................................................................................................................................$137,382,269
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The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant

unobservable inputs, are as follows:

Balance at July 31, 2015................................................................................................................................................................................................................................................................$ 3,041,710

Redemptions................................................................................................................................................................................................................................................................(1,287,218)

Subscriptions................................................................................................................................................................................................................................................................423,962

Change in estimated fair value................................................................................................................................................................................................................................................................(21,465)

Balance at July 31, 2016................................................................................................................................................................................................................................................................2,156,989

Redemptions................................................................................................................................................................................................................................................................(435,947)

Subscriptions................................................................................................................................................................................................................................................................233,105

Change in estimated fair value................................................................................................................................................................................................................................................................159,606

Balance at July 31, 2017................................................................................................................................................................................................................................................................$ 2,113,753

12. NOTES PAYABLE

In fiscal year 2012, the Seminary entered into a financing arrangement (“Loan”) with a bank, for the purpose of

paying for construction of 252 new student housing units.  The Loan is structured with $16,000,000 of tax-exempt

bonds and a $7,000,000 taxable loan with the bank.  The tax-exempt portion of the loan is amortized over 20 years,

with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day LIBOR rate

plus 156 basis points. The 90-day LIBOR rate is 1.31% and 0.65% at July 31, 2017 and 2016, respectively.  From

December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and

interest payments beginning in January 2014.  The taxable portion of the loan was due December 30, 2016, with

interest calculated as 90-day LIBOR rate plus 200 basis points.  This portion of the Loan was renewed and

extended to mature on December 15, 2021, with the same interest provision.  The Loan is secured with securities,

with a fair value of $2,772,018, and deeds of trust on land and buildings, with a net book value of $27,423,683, in

Fort Worth, Texas.

Scheduled principal payments and total loans outstanding at July 31,  2017, for the following five years ended July

31 and thereafter are as follows:

2018..............................................................................................................$ 733,000

2019.............................................................................................................. 757,708

2020.............................................................................................................. 782,186

2021.............................................................................................................. 809,620

2022.............................................................................................................. 17,125,488

Total scheduled payments................................................................... 20,208,002

Liability on swap agreement................................................................ 290,676

Debt issue cost.................................................................................... (120,000)

Total amount outstanding....................................................................$ 20,378,678
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The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates applied to

the loans.  The differential interest required to be paid or that will be received under these agreements is accrued

consistent with the terms of the agreements and is recognized in the Statements of Activities and included in these

Notes Payable. The interest rate for the loans is established quarterly based upon 65% of the 90-Day LIBOR plus

1.56% (2.41% and 1.98% at July 31, 2017 and 2016, respectively).  The notional principal amount of the swap

agreements are $10,000,000 and $6,000,000. The agreements effectively fix the Seminary’s interest rate exposure

at 3.25% and 3.34%, respectively, for a period of ten years ending December 2021.

Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to

be recognized at fair value as either assets or liabilities in the Statements of Financial Position.  Accordingly,

$290,676 and $699,175, which is representative of the value of the swap agreements at July 31, 2017 and 2016,

respectively, is included in Notes Payable on the Statement of Financial Position.  Value has been measured based

on an estimate of the amount needed to settle the agreement as calculated by the counterparty to the swap

agreement.  Such calculations were based on changes in market conditions and/or assumptions underlying the

valuation models.

The Seminary paid interest for the years ending July 31, 2017 and 2016, of $686,290 and $660,678, respectively.

13. CHARITABLE GIFT ANNUITIES

The Seminary, through the Foundation, enters into split interest agreements with donors whereby, in exchange for

the gift from the donor, the Seminary is obligated to provide an annuity to the donor or other designated

beneficiaries during their lifetimes.  At July 31, 2017, two annuities are active.  The assets and liabilities associated

with these annuities are accounted for as indicated in Note 2, Split-Interest Agreements.

14. LEASE COMMITMENTS

The Seminary has non-cancelable operating leases for various office equipment expiring in 2022.  Lease expenses

were $218,229 and $260,272 for the years ended July 31, 2017 and 2016, respectively.  The Seminary's future

minimum lease payments under the lease agreements are as follows for the five years ended July 31:

2018............................................................................................................. $ 226,421

2019............................................................................................................. 226,256

2020............................................................................................................. 224,441

2021............................................................................................................. 101,730

2022............................................................................................................. 11,862

Total future minimum lease payments................................................$ 790,710

15. CONTINGENCY

The Tarrant County Appraisal District has assessed property taxes on certain Seminary properties.  Management is

contesting these assessments vigorously through its legal counsel and believes it is more likely than not that it will

be able to achieve a favorable determination that these properties are, in fact, exempt from property taxes.

Accordingly, no liability is recorded for these tax assessments.
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16. ACCOUNTING FOR UNCERTAIN TAX POSITIONS

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501(c)(3) of the

Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business

activities.  The Seminary is subject to unrelated business income tax on certain rental activities.  The Seminary paid

no taxes for unrelated business income tax in 2017 and 2016 as expenses exceeded revenues.  The Seminary

believes that it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax

positions that are material to the financial statements.  Tax returns for the years 2015, 2014, and 2013 are subject

to examination by tax authorities, and may change upon examination.

17. SUBSEQUENT EVENTS

The Seminary has evaluated subsequent events through October 3, 2017, the date the financial statements were

available to be issued.
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GUINN, SMITH & Co. INC. 
A PROFESSIONAL CORPORATION 

CERTIFIED PUBLIC ACCOUNTANTS 
2408 TEXAS DRIVE 

IRVING, TEXAS 75062 
Phone: (972) 255-7120 Fax: (972) 570-3750 

E-mail: email@guinnsmifucom 

Independent Auditors' Report 

To the Board of Trustees 
The Southwestern Baptist Theological Seminary 
Fort Worth, Texas 

We have audited the accompanying consolidated financial statements of The Southwestern Baptist Theological 
Seminary (a Texas nonprofit corporation) which comprise the consolidated statements offinancial position as of July 
31, 2018 and 2017, and the related consolidated statements of activities and cash flows for the years then ended, and 
the related notes to the consolidated financial statements. 

Management's Responsibility for the Financful Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation and 
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, we ex-press no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated fmancial statements. 

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

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of The Southwestern Baptist Theological Seminary, as of JuJy 31, 2018 and 2017, and the changes 
in their net assets and their cash flows for the years then ended in accordance v-Tith accounting principles generally 
accepted in the United States of America. 

Irving, Texas 
October 11,2018 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Financial Position 
For the Year Ended July 31, 2018 

Assets: 

Cash and cash equivalents ........................................ $ 
Accounts receivables, net.. ...................................... . 
Unconditional promises to give, net.. ...................... . 
Other assets .............................................................. . 
Notes Receivable ..................................................... . 
Investments: 

Endowment funds ............................................. . 
Split-interest funds ............................................ . 
Other investments ............................................. . 

Total investments ....................................... . 

Unrestricted 

1,110,447 
743,524 

402,422 
772,367 

14,540,873 

586.634 

15,127,507 

Due from (to) other funds.......................................... (13,180,952) 
Property, plant, and equipment, net.......................... 132.852322 

2018 
Temporarily Permanently 
Restricted Restricted 

$ 

2,404,348 

120,731,273 
14,865,329 

135,596,602 

12,696,618 484,334 

Total 

$ 1,110,447 
743,524 

2,404,348 
402,422 
772,367 

135,272,146 
14,865,329 

586.634 

150,724,109 

132,852322 

Total assets ........................................... $137.827.637 $ 15.100.966 $136.080.936 $289.009.539 

Liabilities and net assets: 

Liabilities: 

Accounts pay able ................................................ $ 
Accrued salaries and benefits ............................ . 
Deposits and agency funds ................................ . 
Deferred income ................................................ . 
Notes payable .................................................... . 
Liability under annuity contracts ....................... . 
Accrued postretirement benefit obligation ........ . 
Accrued postemployment benefit obligation ..... . 

1,264,724 $ 
658,028 
679,179 
200,134 

19,322,037 

946,881 
505.725 

Total liabilities............................................ 23.576.708 

Net assets................................................................... 114.250,929 

$ $ 

10,152,830 

10.152.830 

1,264,724 
658,028 
679,179 
200,134 

19,322,037 
10,152,830 

946,881 
505.725 

33.729.538 

15,100,966 125.928, 106 255,280.001 

Total liabilities and net assets. .............. $137.827.637 $ 15.100.966 $136.080.936 $289,009.539 

The accompanying notes are an integral part of these financial statements. 
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SEMINARY 
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For the Year Ended July 31, 2017 

Assets: 

Cash and cash equivalents ......................................... $ 
Accounts receivables, net. ......................................... . 
Unconditional promises to give, net.. ....................... . 
Other assets ............................................................... . 
Investments: 

Unrestricted 

3,167,093 $ 
743,825 

576,857 

Endowment funds........................................ 14,297,168 
Split-interest funds ...................................... . 
Other investments........................................ 2.773.507 

Total investments........................................ 17,070,675 

Due from (to) other funds.......................................... (25,870,967) 
Property, plant, and equipment, net........................... 130.235. 729 

2017 
Temporarily 
Restricted 

Permanently 
Restricted 

211,062 $ 

4,646,834 

107.316 

114,949,793 
14,752,919 

107,316 129,702,712 

25,044,439 826,528 

Total 

$ 3,378,155 
743,825 

4,646,834 
576,857 

129,246,961 
14,752,919 
2.880.823 

146,880,703 

130.235. 729 

Total assets ........................................... $125.923.212 $ 30.009.651 $130.529.240 $286.462.103 

Liabilities and net assets: 

Liabilities: 

Accounts pay able ................................................. $ 
Accrued salaries and benefits ............................. . 
Deposits and agency funds ................................. . 
Deferred income ................................................. . 
Notes payable ..................................................... . 
Liability under annuity contracts ........................ . 
Accrued postretirement benefit obligation ......... . 
Accrued postemployment benefit obligation ...... . 

3,529,595 $ 
759,754 
640,440 
202,034 

20,378,678 

1,222,623 
576.889 

Totalliabilities............................................. 27.310.013 

Net assets.................................................................... 98.613,199 

$ 

30.009,651 

10,279,649 

10.279.649 

$ 3,529,595 
759,754 
640,440 
202,034 

20,378,678 
10,279,649 
1,222,623 

576,889 

37,589.662 

120.249.591 248.872.441 

Total liabilities and net assets ................ $125.923.212 $ 30.009.651 $130.529.240 $286.462,103 

The accompanying notes are an integral part of these fmancial statements. 
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2018 
Temporarily Permanently 

Changes in net assets: Unrestricted Restricted Restricted 

Revenues and other additions: 

Tuition and fees............................................... $ 13,431,213 $ 
Scholarship and fellowships............................ (5,431,924) 
Gifts: 

Cooperative program ................................. . 
Student aid ................................................. . 
Endowment. ............................................... . 
Other. ......................................................... . 

Change in value of investments ........................ . 
Change in value of split interest funds .............. . 
Auxiliary enterprises ......................................... . 
Other ................................................................. . 
Net assets released from restriction .................. . 

Total revenue ........................................... . 

Expenses and other deductions: 

Instructional ............................................ . 
Institutional support ................................ . 
Student services ...................................... . 
Plant operations ....................................... . 
Auxiliary enterprises ................................ . 

Total operating expenses .................. . 

7,767,845 

5,554,093 
7,700,039 

6,136,005 
605,155 

15,307J 89 

51,069,615 

15,073,548 
6,309,653 
1,635,968 
5,629,755 
7.053 330 

35,702254 

Excess (deficiency) ofrevenues over expenses........ 15,367,361 

Gain on sale of property ............................ . 270.369 

2,498,256 

(2,099,752) 

(15.307,189) 

(14,908,685) 

(14,908,685) 

$ 

1,876,188 

3,675,508 
126,819 

5,678.515 

5,678,515 

Total 

$ 13,431,213 
(5,431,924) 

7,767,845 
2,498,256 
1,876,188 
5,554,093 
9,275,795 

126,819 
6,136,005 

605,155 

41,839,445 

15,073,548 
6,309,653 
1,635,968 
5,629,755 
7 053.330 

35,702254 

6,137,191 

270.369 

Change in net assets ............................................... . 15,637,730 (14,908,685) 5,678,515 6,407,560 

Net assets, beginning of year.. ............................... . 98,613J99 30,009.651 120,249,591 248,872,441 

Net assets, end of year............................................ $114.250,929 $ 15. 100.966 $125,928.106 $255,280.001 

The accompanying notes are an integral part of these financial statements. 
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Changes in net assets: 

Revenues and other additions: 

2017 
. Temporarily Permanently 

Unrestricted Restricted Restricted 

Tuition and fees ............................................... $ 13,157,517 $ $ 
Scholarship and fellowships............................ (5,041,069) 
Gifts: 

Cooperative program ................................. . 
Student aid ................................................. . 
Endowment. ............................................... . 
Other. ......................................................... . 

Change in value of investments. ........................ . 
Change in value of split interest funds .............. . 
Auxiliary enterprises ......................................... . 
Other ................................................................. . 
Net assets released from restriction .................. . 

Total revenue ........................................... . 

Ex.-penses and other deductions: 

Instructional ............................................ . 
Institutional support ................................ . 
Student services ...................................... . 
Plant operations ......................... _ ............. . 
Auxiliary enterprises ................................ . 

Total operating expenses .................. . 

Excess (deficiency) of revenues over ex-penses ..... . 

Gain on sale of property ........................... .. 

8,096,090 

2,677,361 
2,683,661 

7,135,333 
806,870 

20.770-451 

50.286.214 

17,541,852 
9,983,309 
1,953,903 
9,644,698 
8.05L535 

47.175.297 

3,110,917 

2.252.946 

7,484,633 

6,841,319 

(20.770.451) 

(6A44A99) 

(6,444,499) 

5,615,252 

4,879,577 
(368,483) 

10.126.346 

10,126,346 

Total 

$ 13,157,517 
(5,041,069) 

8,096,090 
7,484,633 
5,615,252 
2,677,361 

14,404,557 
(368,483) 

7,135,333 
806,870 

53.968.061 

17,541,852 
9,983,309 
1,953,903 
9,644,698 
8,051,535 

47.175.297 

6,792,764 

2.252.946 

Change in net assets .. _ ............................................ . 5,363,863 

93.249.336 

(6,444,499) 10,126,346 9,045,710 

Net assets, beginning of year.. ............................... . 36.454.150 110.123.245 239.826.731 

Net assets, end ofyear ............................................ $ 98.613.199 $ 30.009.651 $120.249.591 $248.872.441 

The accompanying notes are an integral part of these financial statements. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Cash Flows 
For the Years Ended July 31, 2018 and 2017 

2018 

Change in net assets................................................................................................................... $ 6.407,560 $ 

Adjustments to reconcile change in net assets to net cash provided by ( utilized by) 
operating activities: 

Depreciation and amortization of debt issue cost.. ........................................................... . 
Contributions restricted for endowment and acquisition oflong-term assets ................... . 
Gain (loss) on sale of fixed assets ..................................................................................... . 
Non-cash contributions ..................................................................................................... . 
Change in value of swap liability ...................................................................................... . 
Net unrealized and realized gain (loss) on investments .................................................... . 
Investment income ............................................................................................................ . 
Change in value of split-interest funds .............................................................................. . 
Loss on retirement of assets .............................................................................................. . 
Changes in operating assets and liabilities: 

Receivables ............................................................................................................... . 
Unconditional promises to give ................................................................................ . 
Other assets ............................................................................................................... . 
Accounts payable ...................................................................................................... . 
Other accrued expenses. ............................................................................................ . 
Deferred income ........................................................................................................ . 
Accrued postretirement benefit obligation ................................................................ . 
Accrued postemployment benefit obligation ............................................................ . 

Total adjustments ...................................................................................................... . 

Net cash provided by (utilized by) operating activities ........................................ . 

Cash flows from investing activities: 

Proceeds from sale and maturities of investments .................................................................... . 
Purchase of investments ........................................................................................................... . 
Proceeds from sale of property and equipment.. ........................................................ ~ ............. . 
Investment in construction in progress .................................................................................... . 
Purchase of property, plant, and equipment ............................................................................. . 

Net cash (utilized) provided by investing activities. ............................................. . 

Cash flows from financing activities: 

Principal payments on notes payable ........................................................................................ . 
Contributions restricted for endowments and acquisition oflong-term assets ......................... . 

Net cash provided by financing activities. ............................................................ . 

Net decrease in cash and cash equivalents ................................................................................ . 

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

Cash and cash equivalents, end of year... .................................................................................. , $ 

4,355,778 
(1,995,720) 

(270,369) 
(335,006) 
(347,912) 

(7,567,355) 
(663,226) 

94,019 
127,521 

301 
2,242,486 

152,068 
(567,372) 

(62,987) 
(1,900) 

(275,742) 
(7Ll64) 

(5,186.580) 

1220.980 

11,447,990 
(6,946,647) 

350,000 
(2,913,554) 
(6,689.468) 

(4.751.679) 

(732,729) 
1.995.720 

1 ':'62.991 

(2,267,708) 

3378.155 

1.110.447 

The accompanying notes are an integral part of these :financial statements. 
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2017 

9,045,710 

3,700,900 
(8,768,721) 
(2,245,432) 
(4,171,060) 

(408,499) 
(10,605,284) 

(807,411) 
554,624 

1,238,476 

(90,200) 
2,934,804 
(134,472) 

57,484 
74,652 

(23,813) 
(56,609) 
(74.047) 

(18.824.608) 

{9.778,898) 

27,923,859 
(12,113,513) 

3,068,925 
(15,149,238) 

(2.153.514) 

1.576.519 

(959,095) 
8,768.721 

7,809.626 

(392,753) 

3.770.908 

3,378.155 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

1. NATURE OF ORGANIZATION 

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of 
Texas as a not-for-profit religious organization. The Seminary's primary activities are to assist the churches of the 
Southern Baptist Convention ("SBC") by the biblical education of God-called men and women for their respective 
ministries, which fulfill the Great Commission and glorify God. The Seminary's primary location is in Fort Worth, 
Texas. 

The Seminary is supported by the SBC and is an integrated auxiliary of that Convention. The Seminary 1s 
economically dependent on the SBC and others for financial support. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Seminary consolidates the accounts of The Southwestern Baptist Theological Seminary Development 
Foundation, Inc. ("Development") and Southwestern Seminary Foundation ("Foundation"), Texas non-profit 
corporations. Development was formed to aid the Seminary in realizing its religious educational responsibility by 
acquiring and providing proper facilities and student housing to meet the needs of the Seminary. Foundation was 
formed in 2005 and became active in 2008. Foundation is organized and operated for the benefit of and to further 
the purposes of the Seminary and to hold and manage a portion of the Seminary's endowment portfolio. 
Development and Foundation are exempt from federal income ta,'( under Section 501 ( c )(3) of the InternalRevenue 
Code. In the event of dissolution of either Development or Foundation, all respective assets they have shall inure to 
the Seminary. All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting 

The consolidated financial statements of the Seminary have been prepared on the accrual basis of accounting. 
Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 

Revenue and Support 

Revenues and support for the Seminary are primarily derived from tuition, fees, and contributions from donors and 
supporters of the Seminary. Contributions received are recorded as unrestricted, temporarily restricted, or 
permanently restricted support depending on the existence and/or nature of donor restrictions. 

Recognition of Donor Restrictions 

The Seminary reports gifts of cash and other assets as temporarily restricted support if they are received with donor 
stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A donor 
restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished. At that time 
temporarily restricted net assets are reclassified to unrestricted net assets. If a stipulated time_ restriction ends or a 
purpose restriction is accomplished during the year the donation is received, the donation is recognized as 
unrestricted revenue. 

The Seminary reports gifts of cash and other assets as permanently restricted support if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all. of the 
income derived from the donated asset for general or restricted purposes. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Revenue Recognition 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. I\mortization of the discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. 

An allowance for uncollectible receivables is provided based upon management's judgment including such factors 
as prior collection history, type of contribution and nature of fund raising activity. 

Investment returns on endowment and similar funds are reported as follows: 

• as changes in permanently restricted net assets if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in temporarily restricted net assets if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in unrestricted net assets in all other cases. 

Donated Assets 

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment, 
or expense account. In the absence of donor restrictions, donated assets are reported as unrestricted revenue. 

Donated Services 

Occasionally, the Seminary receives support in the form of donated services. Those services are recognized as 
unrestricted revenues if the services received (a) create or enhance nonfiriancial assets or (b) require specialized 
skills, are provided by individuals possessing those skills, and would typically need to be purchased if not provided 
by contribution. Contributed services that do not meet these criteria are not recognized as revenue. No such 
amounts were recorded in the financial statements for the years ended July 31, 2018 and 2017. 

Estimates 

The preparation of financial statements in conformity with United States generally accepted accounting principles 
( GAAP) requires management to make estin1ates and assumptions that affect certain reported amounts of assets and 
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and e:\.-penses during the reporting period. Accordingly; actual results could differ from those 
estimates. The most significant estimates included in these financial statements are depreciation, the valuation of 
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of 
certain ex-penses. 

Concentrations 

Financial instruments, which potentially subject tl1e Seminary to concentrations of credit risk, are cash and cash 
equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests primarily in 
common stock, mutual funds and partnerships. Management believes_ diversity within the portfolio avoids 
significant concentration of credit risk vvith respect to these investments. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Programs 

The Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally 
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and 
dedicated to professional excellence and lifelong learning. The Seminary pursues its mission through the execution 
of these major programs: 

Instructional -

Institutional support -

Student services -

Plant operations -

Auxiliary enterprises -

providing a biblically-based education for undergraduate, graduate, and postgraduate 
degrees in theology, evangelism and missions, church and family ministries, and 
church music 

providing support for general operations 

providing campus life activities, placement and employment services to students 

providing for maintenance and care of facilities, grounds, and equipment 

providing housing, dining, recreational and other services to students and staff 

Cash and Cash Equivalents 

For the purposes of financial reporting, the Seminary considers all ·short-term investments, "'ith an original 
maturity of three months or less, to be cash equivalents. 

Accounts Receivable 
. . 

The Seminary's accounts receivable are due primarily from students. Credit is extended to students and collateral 
is not required. Accounts receivable are due at the beginning of each term. Amounts are reported net of an 
allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are considered past due. 
The Seminary determines its allowance by considering a number of factors, including the length of time student 
receivables are past due and the Seminary's previous loss history. The Seminary writes off accounts receivable 
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the 
allowance for doubtful accounts. Typically, students whose accounts are not current. are not allowed to emoll in 
future classes. Allowance for doubtful accounts for the years ended July 31, 2018 and 2017, was $456,620 and 
$600,676, respectively. 

Investments 

Investments in debt, equity securities and mineral rights are stated at fair value .. The net realized and umealized 
gains and losses on investments are reflected in the Statement of Activities. Investments received by gift or 
bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable at date of 
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value 
is determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties. Distributions 
from the trusts are recorded as endowment income and the carrying value of the investments is the current market 
value of underlying assets. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Fair V aloe Measurements 

The Seminary follows FASB Accounting Standards Codification Topic 820, Fair Value Measurement. Topic 820 
defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value 
measurements. Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. Topic 820 establishes a 
fair value hierarcy that prioritizes the inputs to valuation techniques used to measure fair value into three broad 
levels. 

The Seminary adopted the provisions of Accounting Standards Update (ASU) No. 2015-07, Disclosures for 
Investments in Certain Entities That Calculate Net Asset Value per Share (or its equivalent). ASU No. 2015-07 
amends ASC Topic 820, Fair Value Measurement, to remove the requirements to categorize within the fair value 
hierarchy all investments for which fair value is measured using the net asset value (NA V) per share practical 
expedient. The information provided in Note 11 in these fmancial statements has been updated to comply ·with the 
provisions of this ASU. 

Split-Interest Agreements 

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and 
charitable gift annuities. At the dates these trusts are established, assets and contribution revenues are recognized 
at the present value of the estimated future benefits to be .received when the trust assets are distributed. The 
receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount 
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change 
in value of split-interest agreements. Liabilities under split-interest agreements are calculated based upon current 
actuarial assumptions used by trustees of the agreements. 

Advertising Costs 

The Seminary uses advertising to promote its major programs to the general public. The costs of advertising are 
expensed as incurred Advertising expense was $346,835 and $483,601 for the years ended July 31, 2018 and 
2017, respectively. 

Propertv, Plant, and Equipment 

Property, plant, and equipment are recorded at acquisition cost. Donated assets are recorded at fair market value at 
the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. Bettennents and renewals are 
capitalized. Maintenance and repairs are charged to operations when incurred. Depreciation is computed using the 
straight-line method over the following estimated useful lives: 

Buildings ................................................................................................... 30 - 40 years 
Equipment ......................................................................................... : ....... 5 - 10 years 
Improvements other than buildings ........................................................... 30 years 

Impairment of Long-lived Assets 

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances 
indicate the carrying value of an asset may not be recoverable. An impairment loss is recognized when the 
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets. Assets to be 
disposed of are reported at the lower of their carrying amount or fair value, less cost to sell. Management is of the 
opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Unconditional Promises to Give 

The Seminary records unconditional promises to give when a promise to give is communicated in writing with 
specific amounts and due dates for those donors with an established history of giving. Unconditional promises are 
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible 
accounts. Unconditional promises are written off when determined to be uncollectible. 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional basis in the 
Statement of Activities. Accordingly, certain expenses have been allocated among the programs and supporting 
services benefited. 

Compensated Absences 

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other 
factors. Compensated absences for vacation leave have not been accrued since they cannot be reasonably 
estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement 

The Seminary uses a derivative to manage risks related to interest rate movements. The Seminary's interest-rate 
swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss in 
the Statement of Activities. The Seminary's risk management strategy is to stabilize cash flow requirements by 
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate. 

3. UNCONDITIONAL PROMISES TO GIVE 

Scheduled maturities of unconditional promises to give at July 31 are as follows: 
2018 2017 

Less than one year .......................................................................................... . $ 1,168,229 $ 2,049,000 
One to five years ............................................................................................ . 1362,000 3-344.189 

Total unconditional promises to give ................................................... . 2,530,229 5,393,189 
Unamortized discount at 3.10% and 2.90%, respectively .................... . {125,881) (286-355) 
Unconditional promises to give ........................................................... . 2,404,348 5,106,834 
Allowance for doubtful accounts ......................................................... . (460,000) 

Net unconditional promises to give .............................................. . $ 2.404-348 $ 4,646.834 

4. FUNDRAISING ACTIVITIES 

Fundraising expense for the years ended July 31, 2018 and 2017, was $1,060,190 and $1,194,269, respectively, 
These expenses are included in institutional support in the accompanying Statement of Activities. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
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Notes to Consolidated Financial Statements 

5. COOPERATNE PROGRAM 

One significant source of Seminary revenue is the Cooperative Program of the SBC. Churches participating in the 
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the 
Seminary and other entities. The Seminary received $7,767,845 and $8,096,090 from the SBC for the years ended 
July 31, 2018 and 2017, respectively. 

Distributions by state, as provided by the Executive Committee of the SBC for years ended July 31 are as follows: 

2018 2017 

Alabama .............................................................................................................. $ 721,647 $ 713,996 
Alaska .................................................................................................................. . 8,934 9,101 
Arizona ....................................................................................................... : ......... . 52,363 37,948 
Arkansas .......................................................................................................... • ..... . 368,755 366,691 
California .............................................................................................................. . 88,401 91,206 
Colorado ............................................................................................................... . 23,543 23,492 
Dakota .................................................................................................................. . 6,035 3,453 
District of Columbia ............................................................................................. . 561 542 
Florida ............................................................................................................ .' ..... . 586,426 741,458 
Georgia ........................................................................................................... : ..... . 664,320 691,901 
Hawaii Pacific ....................................................................................................... . 12,558 19,797 
Illinois. .................................................................................................................. . 92,793 96,615 
Indiana .................................................................................................................. . 39,099 29,704 
Iowa ...................................................................................................................... . 13,832 12,109 
Kansas-Nebraska ............................................................................................. , .... . 30,945 28,636 
Kentucky ............................................................................................................... . 408,534 418,025 
Louisiana .............................................................................................................. . 275,808 297,466 
Maryland-Delaware .............................................................................................. . 62,497 63,587 
Michigan ............................................................................................................... . 12,326 12,759 
Minnesota-Wisconsin ........................................................................................... . 8,078 4,572 
Mississippi ............................................................................................................ . 464,046 486;863 
Missouri ................................................................................................................ . 241,515 251,952 
Montana ............................................................................................................... :. 7,038 6,019 
Nevada ................................................................................................................. . 23,276 22,975 
New England ........................................................................................................ . 6,622 6,973 
New Mexico ......................................................................................................... . 33,613 27,192 
New York ............................................................................................................. . 9,650 9,605 
North Carolina .............................................................................................. : ....... . 466,406 475,738 
Northwest ............................................................................................................. . 30,217 31,366 
Ohio ...................................................................................................................... . 81,802 82,982 
Oklahoma ............................................................................................................. . 390,333 413,433 
Pennsylvania-South Jersey .................................................................................... . 11,178 8,790 
Puerto Rico/U.S. Virgin Islands ........................................................................... . 141 176 
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2018 

South Carolina ...................................................................................................... . 440,426 
Tennessee ............................................................................................................. . 616,395 
Texas-BGCT. ........................................................................................................ . 396,718 
Texas-SBTC ......................................................................................................... . 603,739 
Utah-Idaho ............................................................................................................ . 7,785 
Virginia-BG AV .................................................................................................... . 32,735 
Virginia-SBCV ..................................................................................................... . 173,715 
West Virginia ....................................................................................................... . 19,340 
Wyoming .............................................................................................................. . 4.382 

7,538,527 
Churches and individuals ...................................................................................... . 229.318 

7.767.845 Total Cooperative Program Allocation. ................................................................. $============ 

6. INVESTMENTS 

2017 

457,150 
621,853 
433,229 
635,595 

7,107 
35,665 

180,118 
19,712 
4.626 

7,882,177 
213.913 

$ 8.096.090 

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are 
recorded in the Statement of Activities. Investments consist of the following as of July 31: 

Money market funds ........................................................................... . $ 3,206,208 $ 6,428,440 
Debt securities ..................................................................................... . 5,232,320 5,908,720 
Equity securities ................................................................................... . 40,238,749 38,455,633 
Government securities ......................................................................... . 1,561,642 1,424,194 
Global listed infrastucture .................................................................... . 3,574,513 3,367,006 
Private equity ....................................................................................... . 1,562,868 2,113,753 
Closed-end funds ................................................................................. . 2,416,589 2,534,840 
Other Foundations and 3rd party trusts ................................................ . 78,830,725 74,974,362 
Other investments ................................................................................ . 729.882 124.997 

137,353,496 135,331,945 
Investments measured at net asset value .............................................. . 13.370 613 11.548.758 

Investments, net of restricted cash ................................................ . $ 150 724.109 $146,880.703 

The "Investments measured at net asset value" and "Private equity" categories include interest in certain limited 
partnerships and limited liability corporations and is carried at fair value as provided by the investment managers. 
The amounts realized upon disposition of these investments may differ from the value reflected in the financial 
statements and the differences could be material. Certain partnership agreements are restricted as to resale and 
may require advance notice for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment activities 
of the underlying instruments of the partnerships, including market, credit, and currency risk. The Seminary's risk 
ofloss as of July 31, 2018 and 2017, in any of its investment partnerships is limited to the value of the investment 
at July 31, 2018 and 2017. 
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The Seminary prov-ides postemployment benefits to retired employees. The follm-ving table sets forth the future 
obligations at July 31: 

Accumulated benefit costs ................................................................... . 
Employer contributions (benefit paid) ................................................. . 
Net periodic benefit cost ...................................................................... . 
Discount rate assumed ......................................................................... . 

9. NET ASSETS 

Temporarily restricted net assets consists of the following: 

Capital projects ....................................................................................... . 
Scholarships ............................................................................................ . 
Other ....................................................................................................... . 

Total ................................................................................................ . 

Permanently restricted net assets consists of the following: 

Annuity and life income funds ................................................................ . 
Endowment funds ................................................................................... . 
Other ....................................................................................................... . 

2018 

$ 505.725 
(50.798) 
20366 

4.04% 

$ 162,827 
9,621,783 
5.316.356 

$ 15.100.966 

$ 4,712,498 
120,731,273 

484.335 

2017 

$ 576.889 
(50263) 
(23.784) 

3.47% 

$ 14,087,034 
9,895,939 
6.026.678 

$ 30,009.651 

$ 4,473,270 
114,949,792 

826.529 

Total................................................................................................. $125,928-106 $120,249.591 

Net assets released during the years ended July 31 are for the following 
purposes: 

Capital projects ....................................................................................... . 
Scholarships ............................................................................................ . 
Other ....................................................................................................... . 

Total ................................................................................................ . 

10. ENDOWMENT INVESTMENTS 

$ 

$ 

9,518,820 $ 14,514,152 
5,442,376 5,007,070 

345.993 1.249.229 

15.307.189 $ 20.770.451 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endovnnent 
while seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets 
of donor-restricted funds that the organization must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while 
assuming moderate levels of investment risk. The Seminary expects its endowment funds, over time, to provide an 
average rate of return of approximately 8% annually. Actual returns in any given year may vary from this amount. 
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Strategies Emploved for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent 
risk constraints. 

Spending Policv and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endo,vment fund's 
average fair value based on a 16 quarter moving average of portfolio values. This is consistent with the Seminary's 
objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to 
provide additional real grmvth through new gifts and investment return. The Board of Trustees has the right to 
recommend against eA'J)enditure of earnings or gains in any given year due to factors such as financial market 
conditions or poor investment performance. 

Funds Held in Trust bv Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
agencies throughout the United States. These agencies do not report donor restrictions on the amount to retain as a 
fund of perpetual duration. Consequently, the Seminary records changes in the market value of investments held in 
trust for the benefit of the Seminary as though the donor specifies the undistributed funds be considered included in 
the fund for perpetual duration. 

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted 
endowment funds may fall below the original gift value (become "underwater"). In accordance with GAAP and 
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIFA), deficiencies of this nature are 
reported in unrestricted net assets. 

Restrictions - Endowment investments are either permanently restricted or unrestricted. Donor contributions, 
earnings that are permanently reinvested at donor direction, and earnings from funds held in trust by others are 
treated as permanently restricted. Other market value changes, whether realized or unrealized gains and losses or 
income (net of ex-penses) of donor-restricted endowments and all board-designated endowments are placed in the 
unrestricted category. 

Endowments as of July 31, 2018, are composed of the following: 

Umestricted 

Donor-restricted endowment funds and market value 

Permanently 
Restricted Total 

changes of donor-restricted endowment funds .............. $ 14,155,234 $ 120,731,273 $ 134,886,507 
Board-designated......................................................... 385.639 _____ 385.639 

Total... .......................................................................... $ 14.540.873 $ 120,731.273 $ 135,272.146 

The change in endowments for the year ended July 31, 2018, is as follows: 

Beginning of the period ................................................ $ 
Investment gain ............................................................ . 
Contributions ............................................................... . 

Umestricted 

14,297,168 
243,705 

Permanently 
Restricted 

$ 114,949,793 
3,958,086 
1.823.394 

Total 

$ 129,246,961 
4,201,791 
1.823.394 

End of period ................................................................ $ 14.540 873 $ 120.731.273 • $ 135,272,146 
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Endowments as of July 31, 2017, are composed of the follo-wing: 

Donor-restricted endo-wment funds and market value 
changes of donor-restricted endowment funds ............. $ 
Board-designated ........................................................ . 

Total. ........................................................................... $ 

Unrestricted 
Permanently 
Restricted 

12,590,976 $ 114,949,793 
1.706.192 

14.297.168 $ 114.949.793 

The change in endo-wments for the year ended July 31, 2017, is as follows: 

Unrestricted 

Beginning of the period ............................................... $ 11,356,396 
Investment gain ............................................................ . 2,940,772 
Contributions .............................................................. . 

14.297.168 End of period ............................................................... $======= 

11. FAIR VALUE MEASUREl\IENT 

Permanently 
Restricted 

$ 105,521,474 
3,903,067 
5.525.252 

$ 114.949.793 

Total 

$ 127,540,769 
1.706.192 

$ 129.246.961 

Total 

$ 116,877,870 
6,843,839 
5.525.252 

$ 129.246.961 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the "exit 
price") in an orderly transaction between market participants at the measurement date. • 

In determining fair value, the Seminary uses various valuation approaches. A fair value hierarchy for inputs is used 
in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs 
by requiring that the most observable inputs are to be used when available. 

The fair value hierarchy is categorized into three levels based on the inputs as follows: 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the 
Foundation has the ability to access. 

Level 2 - Valuations based on inputs, other than quoted prices included in Level 1, which are observable either 
directly or indirectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value measurement. 

Fair values for money market funds, equities, mutual funds, and closed-end funds ar~ determined by reference to 
quoted market prices and other relevant information generated by market transactions. 

Fair values for investment in partnerships have been estimated using the net asset value (NA V) per share of the 
investments as provided by the fund managers. Individual fund managers rely on a variety of inputs that are 
available according to the type of investment strategy in use. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Multi-strategy and long/short hedge funds typically utilize the NA V provided by the underlying investee. The 
Valuation Committee established by each fund manager also takes into account information provided within 
audited and unaudited financial statements and performance reports of the underlying investee. In addition, third 
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the 
fund's Valuation Committee. 

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly 
traded. The fair value of these securities is not readily determinable. These investments are valued on at least a 
quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles 
generally accepted in the United States (US GAAP). The Board of Directors or Valuation Committee determines 
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation 
firms. 

Private equity funds fair values are supported by information received from the investee funds such as monthly net 
asset values, investor reports, and audited financial statements, when available. The fund Valuation Committee 
may consider other factors, including subscription and redemption rights, expected discounted cash flows, 
transactions in the secondary market, bids received from potential buyers, and overall market conditions in its 
deterrninati on of fair value. 

Investments by category level at July 31, 2018, are as follows: 

Fair Value 

Endowment Funds ........................................ $121,901,534 
Annuities, net............................................... 4,712,498 
Other Investments........................................ 586 634 

Total investments subject to fair value 

(Level 1) 

$120,338,666 
4,712,498 

586.634 

(Level 2) 

$ 

hierachy........................................................ 127,200,666 $125.637.798 $==== 
Investments measured at net asset value...... 13.370.613 

Total... .......................................................... $140.571279 

Investments by category level at July 31, 2017, are as follows: 

Fair Value 

Endowment Funds ......................................... $117,698,203 
Annuities, net................................................ 4,473,270 
Other Investments......................................... 2.880,823 

Total investments subject to fair value 
hierachy. .. ......... .. . ... ................. ...... ... .. . .. ...... .. 125,052,296 

Investments measured at net asset value....... 11,548.758 

Total... ........................................................... $136.601.054 
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$115,584,450 
4,473,270 
2.880,823 

$122.938.543 

(Level 2) 

$ 

$==== 

(Level 3) 

$ 1,562,868 

$ 1.562.868 

(Level 3) 

$ 2.113,753 

$ 2.113.753 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant 
unobservable inputs, are as follows: 

Balance at July 31, 2016 ............................................................................... $ 
Redemptions ................................................................................................. . 
Subscriptions ................................................................................................ . 
Change in estimated fair value ..................................................................... . 

Balance at July 31, 2017 .............................................................................. . 
Redemptions ................................................................................................. . 
Subscriptions ................................................................................................ . 
Change in estimated fair value ..................................................................... . 

Balance at July 31, 2018 ............................................................................... $ 

12. NOTES PAYABLE 

2,156,989 
(435,947) 
233,105 
159.606 

2,113,753 
(915,938) 
101,648 
263.405 

1.562.868 

In fiscal year 2012, the Seminary entered into a financing arrangement ("Loan") \vith a bank, for the .Purpose of 
paying for construction of 252 new student housing units. The Loan is structured with $16,000,000 of tax-exempt 
bonds and a $7,000,000 taxable loan with the bank. The tax-exempt portion of the loan is amortized over 20 years, 
with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day LIBOR rate 
plus 156 basis points. The 90-day LIBOR rate is 1.31 % and 0.65% at July 31, 2018 and 2017, respectively. From 
December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and 
interest payments beginning in January 2014. The tmrnble portion of the loan was due December 30, 2016, \:vith 
interest calculated as 90-day LIBOR rate plus 200 basis points. This portion of.the Loan was renewed and 
extended to mature on December 15, 2021, with the same interest provision. The Loan is secured with securities, 
with a fair value of $501,429, and deeds of trust on land and buildings, with a net book value of $26,634,547 in 
Fort Worth, Texas. 

Scheduled principal payments and total loans outstanding at July 31, 2018, for the following three years ended 
July 31 and thereafter are as follows: 

2019 ....................................................................................................... , ... $ 
2020 ......................................................................................................... . 
2021 ......................................................................................................... . 
Thereafter .................................................................................... :· ........... . 

Total scheduled payments ............................................................. . 

Liability on swap agreement... ....................................................... . 
Debt issue cost ............................................................................... . 

757,708 
782,186 
809,620 

17.125.759 

19,475,273 

(57,236) 
(96.000) 

Total amount outstanding .............................................................. $ 19.322.037 
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The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates applied to 
the loans. The differential interest required to be paid or that \vill be received under these agreements is accrued 
consistent with the terms of the agreements and is recognized in the Statements of Activities and included in these 
Notes Payable. The interest rate for the bonds is established quarterly based upon 65% of the 90-Day LIBOR plus 
1.56% (2.35% and 2.41% at July 31, 2018 and 2017, respectively). The notional principal amount of the swap 
agreements are $10,000,000 and $6,000,000. The agreements effectively fix the Seminary's interest rate exposure 
at 3.25% for a period often years ending December 2021. 

Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to 
be recognized at fair value as either assets or liabilities in the Statements of Financial Position. Accordingly, 
$(57,236) and $290,676, which is representative of the value of the swap agreements at July 31, 2018 and 2017, 
respectively, is included in Notes Payable on the Statement of Financial Position. Value has been measured based 
on an estimate of the amount needed to settle the agreement as calculated by the counterparty to the swap 
agreement. Such calculations were based on changes in market conditions and/or assumptions underlying the 
valuation models. 

The Seminary paid interest for the years ending July 31, 2018 and 2017, of$718,412 and $686,290, respectively. 

13. LEASE COMMITMENTS 

The Seminary has non-cancelable operating leases for various office equipment expiring in 2023. Lease expenses 
were $255,910 and $218,229 for the years ended July 31, 2018 and 2017, respectively. The Seminary's future 
minimum lease payments under the lease agreements are as follows for the five years ended July 31: 

2019 ......................................................................................................... $ 
2020 ........................................................................................................ . 
2021 ......................................................................................................... . 
2022 ........................................................................................................ . 
2023 ......................................................................................................... . 

Total future minimum lease payments ........................................... $ 

14. ACCOUNTING FOR UNCERTAIN TAX POSITIONS 

235,300 
235,300 
224,409 
213,242 
133374 

1.041.625 

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 50 I ( c)(3) of the 
Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business 
activities. The Seminary is subject to unrelated business income tax:: on certain rental activities. The Seminary paid 
no taxes for unrelated business income tax in 2018 and 2017 as expenses exceeded revenues. The Seminary 
believes that it has appropriate support for any ta,x:: positions taken, and as such, does not have any uncertain tax 
positions that are material to the financial statements. Tax returns for the years 2015 and 2014, are subject to 
examination by tax authorities, and may change upon examination. 
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15. NONCASH INVESTING ACTIVITY 

During 2018, the Organization sold land with a carrying value of $770,000 for $1,100,000. The Organization 
received $350,000 in cash and issued a note receivable for $750,000 ·with interest of 4.5% per annum. The note is 
receivable in semi-annual payments through maturity in June 2020. 

16. SUBSEQUENT EVENTS 

The Seminary has evaluated subsequent events through October 11, 2018, the date the financial statements were 
available to be issued. 
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GUINN, SMITH & Co. lNc. 
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2408 TEXAS DRIVE 

IRVING, TEXAS 75062 
Phone: (972) 255-7120 Fax: (972) 570-3750 

E-mail: email@guinnsmith.com 

Independent Auditors' Report 

To the Board of Trustees 
The Southwestern Baptist Theological Seminary 
Fort Worth, Texas 

We have audited the accompanying consolidated financial statements of The Southwestern Baptist Theological 
Seminary (a Texas nonprofit corporation) which comprise the consolidated statements of financial position as of 
July 31, 20 I 9 and 20 I 8, and the related consolidated statements of activities and cash flows for the years then 
ended, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards requfre that we plan and perform the audits to obtain reasonable assurance about whether the 
consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the consolidated financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 

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

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of The Southwestern Baptist Theological Seminary, as of July 31, 2019 and 20 I 8, and the 
changes in their net assets and their cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 

4...,._:,.. < .,,.,divs-&, .T..c. 
Irving, Texas 
October 17, 2019 



THE SOlJTffiVESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Financial Position 
For the Y car Ended July 31, 2019 

-------------------------,..,.;"l('d'~·-11,-~·.:r.-------..----------

As.,ets: 

Cash and cash equivalents ....................................................... $ 
Accounts receivables, net....................... . . .... .. . . ... . . . . .. . . . . . ........ . 
Unconditional promises to give, net... ......................... . 
Other assets ...................................................................... . 
Notes receivable ............................................................... . 
Investments: 

Endowment funds .................................................... . 
Split-interest funds ................................................................. . 
Other investments .................................................................. . 

Total investments. ............................................................. . 

Due from (to) other funds ............................................................ . 
Property, plant, and equipment, net.. .......................................... . 

Without 
Donor 

Restrictions 

1,247,339 
890,625 

367,lG3 
396.560 

P.310,451 

9L854 

13,402,308 

(14,504,849) 
125.966.664 

$ 

20i9 

Wi1.hDonor 
Restrictions 

1,319,799 

121,373,822 
15,093,338 

136,467,l~•t' 

]4_';04,849 

$ 1,247,339 
890,625 

1,319,799 
367,163 
396 .. )60 

134,684,276 
15,093,338 

9L854 

J !c J,869,4h8 

125.966.66:~ 

Total assets ...................................................................... $127.765.810 $15229 L8CJ8 i;:rn.057.f, 18 

Liabilities and net asset<;: 

Liabilities: 

Accounts payable........ . . . . . . . . ... ... . . . . . . . . . .. . . . . . . . . . . . . . . .. . . . . .. . .. . . . . . . . . . . $ 
Accrned sahries and benefits .................................................... . 
Deposits antl agency fr:11dL ............................................... . 
Deferred mcome ................................................................... . 
Nok:, payable .................................................................... . 
Liability under annuity contrncts .............................................. . 
Accrued postretirement benefit obligation ............................. . 
Accrued postemployment benefit obligation ............................... . 

1.3:39,574 
630.(;l 7 
cn5,136 
281.081 

18,5253 fr1 

1,252.6 JO 
48522.5 

10,210.~-7() 

Total liabilities................................................................... 23,452,057 _J(l.210.870 

~r. J ~~:?3~;,574 
(,30,JJ 7 
·)}_:\136 
'.'..Sl,081 

i8,52::-C,,l11l-
10,21(l,~7,: 

1,252,f,l(J 

485.225 

33.662.927 

Netassets ........................................................................................ 104.313.753 l42JJ8U.918 246.39-+.691 

Total liabilities a:id ne, assets ......................................... $ :27.765.810 $ '52)91.808 :t280.057 f jg 

The accompanving notes are an integral pdli of these financial stmeme-c.ts. 
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THE SOUTHWESTERN B,APTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Financial Position 
For the Year Ended July 31, 2018 

Assets: 

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Accounts receivables, net. ........................................................... . 
Unconditional promises to give, net... ........................................ . 
Other assets ................................................................................. . 
Notes receivable ........................................................................ . 
Investments: 

Without 
Donor 

Restrictions 

1,110,447 
743,524 

402,422 
772,367 

Endov1-ment funds.................................................................. 14,540,873 
Split-interest funds ................................................................. . 
Other investments......................................... .............. ........... 586.634 

Total investments.............................................................. 15,127,507 

Due from (to) other funds.......................................................... . (13,180,952) 
Property, plant, and equipment, net. ............................................ 132,852,322 

$ 

2018 

With Donor 
Restrictions 

2,404,348 

120,731.273 
14,865,329 

135,596,602 

13,180,952 

Total 

$ 1,110,447 
743,524 

2,404,348 
402:,422 
':772,367 

135 ).72, ['1,6 

]4.%:>,329 
~6:534 

150,724,109 

132.S.5? ,322 

Total assets ........................................................................ $137.827.637 $151.181.902 $289.009.539 

Liabilities and net assets: 

Liabilities: 

Accounts payable .......................................................................... $ 
Accrued salaries and benefits ...................................................... . 
Deposits and agency funds .......................................................... . 
Deferred income .......................................................................... . 
Notes payable ......................................................................... . 
Liability under annuity contracts .............................................. . 
Accrued postretirement benefit obligation ........................... . 
Accrued postemployment benefit ot-ligation .......................... . 

1,264,724 
658,028 
679,179 
200,134 

19,322.037 

946,881 
505,725 

Total liabiliti~s. . . . .. . . . . .. . . . .. ...... .. .. .. . . . . .. . . . . . . . . . . . .. . . . . . . .. .. . . . 23 .57 6. 708 

Net a~se1s................................................. .. .................... .. . ........... .. 114.250.929 

$ $ 

10,152,830 

1,264,724 
658,028 
679,179 
200,134 

19,322,037 
10,152,830 

946,881 
505.725 

!G.152.830 33. 729 538 

141.029.072 255.280.001 

Total liabilities and net assets ......................................... $137.827.637 $151.181.902 $289.009.539 

The a0companying notes are an integral part of these financial statements. 
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THE SOUTH\VESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of AdiYities 
Fur the Year Ended Jul) 31, 1019 

Chanl:',es in net as:,ets: 

ReYenues and 0thcr aciditirms: 

T\ti'i0n and foc,s ........................................................... . 
Schol,rship and friL>wships .................................................. . 
Gifo:: 

Coopcrht1 v~ Pn)ffrru:n ....... .. . 
Studert aid ...................... . 
Endowment ................... . 
Other. ........................................................ . 

Investment return..................... .. . .. .. . . . .. .. .. .. .. . .. . . . . ................... . 
Change in Yalue of split interest fund>: ....................................... .. 
Auxiliary enterprises .................................................................. .. 
Other .......................................................................................... . 
Net assets released from restrictior: .......................................... . 

T llta l revenue .................... .. 

Ex f,l·Ds0~ &:id 0ther 1faduci:ions: 

A.caderric a.,d student rrograms... .... . .. . . . . .. .. . ... .. .. . ............. . 
Administrative support.................. . ......... ... . . .. .. .. ......... . 
Au~iliari~s...... ... .. ... .. ...... ...... .. . . .. . ....... ..... .. ... .... ... .. .. ... . 
FacrlitiGs operation and maintemmce ................................ . 

Clrnnge in lle,t ass-:1_;; from op<:rating activities 

1,,1:::s or sale ,,i properly... . .. .. .. .. .................... . 

C!-iang.e 1.r. ne-: .-:ts::::.e~t.$ ....... ............................................................. . 

Net assets .. bc;gi.!11!ing of year ...................... . 

Without 
Donor 

Restrictions 

$ 13,051,740 $ 
(5,313.386: 

7 '.'31,157 

4x.OOO 
98; ,620 

3,183,970 

5,668.690 
778,670 

5.458.592 

i 7.5H.·llSl 
'i;J:-i,448 
8,i.S6.i86 
3_32:,_475 

38JYF7 ~59() 

(6,G02,537) 

(3 3 34-_,s39, 

114.150,929 

2019 

WithDonor 
Restrictions 

2,G..J.6,810 
1,61_.:;_s;,r:g 

910,282 
1395.435 

(58,0'.n) 

(5 458.592) 

1,051)166 

1.c5L366 

Total 

$ i '.\JJ51,/4C 
,' 3]3,3i<6) 

7.631,157 
2,646,81() 
1,Gf;3,%R 
1.897.902 
4579.405 

(58•)37) 
5 66~,690 

778,670 

9~!J74~L!4~ 
S_.l86~1X6 

__ 3 .. :22;47;~~ 

Net assets. endofyear ............................................................... $104.313.753 $142.080.938 :B:46394.691 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 
Consolidated Statements of Activities 
For the Year Ended July 31, 2018 

Changes in net assets: 

Revenues and other additions: 

Without 
Donor 

Restrictions 

2018 

With Donor 
Restrictions 

Tuitionandfees ........................................................................... $ 13,431,214 $ 
Scholarship and fellowships.................................................... (5,431,924) 
Gifts: 

Cooperative Program. ........................................................ . 
Student aid ............................................................................ . 
EndoWillent. .......................................................................... . 
Other ................................................................................... . 

Investment return ....................................................................... . 
Change in value of split interest funds ........................................ . 
Auxiliary enterprises. . . . . . . . . . . . . . . . . . . .............................................. . 
Other. .......................................................................................... . 
Net assets released from restriction ........................................... . 

Total revenue......................... . . . . . . .................................. . 

Expenses and other deductions: 

Academic and student programs. ................................................. . 
Administrative support ................................................................ . 
AQ"'\:iliaries ................................................................................... . 
Facilities operation and maintenance ........................................... . 

Total operating expenses .................................................. . 

7,767,845 

5,554,093 
7,700,039 

6,136,005 
605,155 

15307.189 

51.069.616 

16,709,517 
6,309,653 
7,053,330 
5,629,755 

35.702.255 

Change in net assets from operating activities.. ........ ........................ 15,367,361 

Gain on sale of property....................... . . . . .. . ...... . ....................... . 270.369 

Change in net assets ......................................................................... . 15,637,730 

Net assets, beginning of year ............................................................. . 98.GLU99 

Net assets, end of year.. ................................................................ . $114.250,929 

2,498,256 
1,876,188 

1575.756 
126,819 

(15307.189) 

(9.230.170'l 

(9,230,170) 

(9.230,170) 

$141.029.072 

The accompanying notes are an integral part 0fthese financial statements. 
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Total 

$ 13,431,214 
(5,431,924) 

7,767,845 
2,498.256 
i. 876,188 
5,554,093 
Y.275,795 

126,819 
6,136,005 

605,155 

41.839.446 

16,709,517 
6,309,653 
7,053,330 
5.629.755 

35.70 1 .255 

6.137,191 

270.36') 

6,:-1-07,560 

248.872.44-1 

$255.280.001 



THE SOUTffiVESTERN BAPTIST THEOLOGICAL 
SEMINAR'Y 
Consolidated Statements of Cash Flows 
For the Years Ended Ju!y 31, 2019 aud 2018 

Change in cash and cash equivalents: 2019 

Change in net assets .................................................................................................. $ (8.885.310) $ 

Adjustments to reconcile change in net assets tr, net cash (utilized by) pro·:ided by 
operating activities: 

Depreciation and amortization of debt issue cost.. ........................................................... . 
Contributions restricted for endo\\ment and acquisition oflo11g-tem1 assets ................... . 
(Gain) loss on sale of fixed assets .................................................................................. . 
Non-cash contributions. ................................................................................................ . 
Change in value of swap liability ..................................................................................... . 
Net unrealized and realized gain (Joss) on in,estrnents ................................................... . 
Investment income ........................................................................................................ . 
Change in value of split-interest fonds ............................................................................. . 
Loss on retirement of assets .............................................................................................. . 
Changes in operating assets and liabilities: 

ReceiYables ................................................................................................................ . 
Unconditional promises to give ................................................................................ . 
Other assets .............................................................................................................. . 
Accounts payable ..................................................................................................... . 
Other accrued expen5es. ........................................................................................ . 
Deferred income........ . .. ....... ....... ... . ..................................................................... .. 
Accrued po&iretirernem benefit obligation ................................................................. . 
Accrued postemployir,er:t benefit obligation ............................................................. . 

Total acJUstmcnls ............................................................................................ . 

Net cash (urib.ed bv) provided l::;y op,:rati1~g activities ................................. . 

Ca5h !•vws fr,:;m invcstiE!! :,ctivities· 

Proceeds froPL ,ale :!nd n1:-'r.:riti~s oi invcsttntnts ............................. ............................... . 
l'ay,nents cf!lotes rc<"eivable .................................................................................... .. 
Pmcha,c of iin;estmc:r,ts. .. ........ .......... . ....................................................................... . 
Proceed:, frvn' sak ofp,·opertv and equipment. ............................................................ . 
1nv<:-s1rne:n .in constructi::m i,1 pwgress .................................................................... . 
Puruhasu c,fprope,ty. ]Jhnt . .md equipment .............................................................. . 

Net "a,;h provided by (_ulilized by) mve:'>ting activities ................................................ . 

Cash flows from financing activities: 

Principal payments on 1,otes p'.l\·uble ............................................................................... . 
Contributions restricted for enctnvments and acquisition ofiong-term 3s:;ets ................. . 

Net cash pr0,i<led t•y friaucing ,0 c,1iviti<-L .................................................... . 

Net increa5e (decrease• ir, cash and ca5h eq'1n·:tkrih, ...... . 

Cush and cash equi,,alcnt3, bcgmning 0fye:Jr ................. . 

Cash and cash equivalents. end of year ............................................................................ . $ 

4,186.53 l 
(2.107,975) 
3.334.639 
(518,753) 
190,086 
388,562 

(1.189,584) 
196.195 

(147,101) 
1,084.549 

35.266 
(98,230) 
227.940 

80.948 
305.729 
(20,500) 

5.948.302 

<2.937.008) 

76.415,136 
375.807 

(74,378,877) 
1,588,472 
(735.932) 

(i.290.972) 

1.973.634 

(1.007.709) 
2.107.975 

1.100.266 

l36 .. W2 

1.110.44 7 

1.247.339 

The accompanying 1:u:.es rire a,.1 i11te!:',"T.:il pan of+lie:cc financial statements. 

~ 

2018 

6.407.560 

4 . .355,778 
(1.995.720) 

(270.369) 
(335,006) 
(347,912) 

(7,567,355) 
(663,226) 

94,019 
127,521 

301 
2.242,486 

1.52,068 
(567,3'12) 

(62.987:• 
(l,900) 

(275.742) 
(,'] 164; 

! 5.186.580) 

l.220.980 

l 1.447,9CJ0 

(0,946,64 7) 
350.000 

(2,913,55•1) 
(6.639d§.li: 

(4.751.679) 

(732.729·, 
1.995.720 

l ?62.991 

(2,267.708) 

3.378.155 
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THE S0l1TH"1~ESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Stafom-t.:uts 

1. NATURE OF ORGANIZATION 

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State ot 
Texa" as a not-for-profit religious organication. The primary purpose of the Seminary is to provide theologicat 
education for individuals engaging in Christian ministry. The Seminary's primary location is in Fort Vforth, Texa~. 

The Seminary is supported by the SBC and is an entity of that Convention. The Seminary ,s econo,.1ica]h 
dependent on the SBC and others for financial support. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Seminary consolidates the accour,ts of The Southwestern Baptist Theokgi..-:al Scn~:c1,.:,r, Devdopment 
Foundation, Inc. ("Development") and Southwestern Seminary Foundation ("Foun~~i:i,,ri'; 'it ;;_'l;; 11c.n-~1rofa 
corporations. Development was formed to aid the Seminary in realizing its religim,:, e,:[,c,:£;ti(::id r,;:mn,,.sib1lity by 
acquiring and providing proper facilities and student housing to me,0:t the need;: ._,r ihe :.::,,1,!i.t,g,· ~,,urdat10n ·,.-;ns 
formed in 2005 and became active in 2008. Foundation is organized and opera1t,<l for th, ~,t;;~1,;'.1t ,: aJJli tc fmther 
the purposes of the Seminary and to hold and manage a portion of the Se,~1,·n;:.1~, ·:, ,::1~-i,v,,7 ,,;:·nr p'.,n_f,_,:_i'., 
Development and Foundation are exempt from federal income ~ax under Secii )n 5() l (-:ii':;·,,:,:· '.he-,_r,r::,! n,,J Re\·..::n.••: 
Code. In the event of dissolution of either Development or Foundation, all re:-_yt'c!Jvt: &:~a.,:,s 'J;c:; i,;e;,..-,_, ::"i:uil i11u:c, re, 
the Seminary All significant intercompany accounts and transactions have been 1:limi,1:,tcd. 

Basis of Presentation 

These financial statements of the Seminary have been prepared and are presented in confoflI'i,:, "ith ?.•:(',_,H•trng 

principles generally accepted in the United States of America (GAAP). The Sem6ary i~ i~+1ird ,c 1ep-:,:t 
irJom1aiion regarding its financial position and activities according tc-the foifo,,ing net asset c~as~:ificc:t1ou<s: 

Net assets without donor restrictions: Net assets that are nor .mbject LO dc:w1 -i1:1?,;sed rest,i0'i,:inc ar:d ;;i::i; 
be expended for any purpose in performing the primary objectives of the Seminary Tl1ese ner as:cr,ts ·,w:: l:e 
used at the discretion of the Ser.-,inary's management and the raard of directors. 

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and g,rru:;_:t,rs. :;;;,,~nc 
donor restrictions are ternporary in nature; those restrictio,,s 1vill be met hy actions of ti½e St>rr;i:,ary hy ti,,: 
passage of time. Other donor restrictions are perpetual in natu.r0, vvhere by the doe.or has stipu]at1::d the !'i:rids 
be maintained in perpetuity. 

Donor restricted contributions are reported as increases in net assets with donor restr;cLwns. \Vhen a 
restriction expires, net assets are reclassified from net assets with donor restrictions to net asset;:: ,sirhon~ Jonor 
restrictions in the statements of activities. 

Basis of Accounting 

The conso:iidated financial statements of the Seminary have been prepared on the accrual b,;sis of accounting. 
Accordingly, revenues are recognized when earned and expenses are recorded when incurred. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Revenue and Support 

Revenues and support for the Seminary are pri.'Ilarily derived from tuition, fees, and contributions from donors and 
supporters of the Seminary. Contributions received are recorded as net assets ,vith donor restrictions and net assets 
without donor restrictions depending on the existence and/or nature of donor restrictions. 

Recognition of Donor Restrictions 

The Seminary reports gifts of cash and other assets as net asset with donor restrictions if they are received with 
donor stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A 
donor restriction e),_--pires when a stipulated time restriction ends or a purpose restriction is accomplished. At that 
time net assets with donor restrictions are reclassified to net assets v.1.thout donor restrictions. If a stipulated time 
restriction ends or a purpose restriction is accomplished during the year the donation is received, the donation is 
recognized as net assets without donor restrictions revenue. 

The Seminary reports gifts of cash and other assets as net assets with donor restrictions if they are received with 
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of t.1-ie 
income derived from the donated asset for general or restricted purposes. 

Revenue Recognition 

Contributions are recognized as revenues in the period when unconditional promises to give are received. 
Conditional promises to give are not recognized until they become uncondit10nal, that is when the conditions on 
which they depend are substantially md. Contributions to be received after one year are discounted at an 
appropriate discount rate commensurate with the risks involved. Amortization of the discount is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. 

An allowance for uncollectible receivables is provided based upon management's judgment including such factors 
as prior collection history, type of contribution and nature of fund raising activity. 

Investment returns on endowment and similar funds are reported as follows: 

• as changes in net assets with donor restrictions if the terms of the gift require that they be added to the 
principal of a permanent endowment fund; 

• as changes in net assets with donor restrictions if the terms of the gift impose a time or purpose restriction 
on the use of the income; 

• as changes in net assets without donor restrictions in all other cases. 

Donated Assets 

Donated property is recorded at fair market value on the date of receipt in the appropriate i.11.vestment, equipment, 
or expense account. In the absence of donor restrictions, donated assets are reported as revenue without donor 
restrictions. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Donated Services 

Occasionally, the Seminary receives support in the form of donated services. Those services are recognized as 
revenue without donor restrictions if the services received (a) create or enhance nonfinancial assets or (b) require 
specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if 
not provided by contribution. Contributed services that do not meet these criteria are not recognized as revenue. 
No such amounts were recorded in the financial statements for the years ended July 31, 2019 and 2018. 

Classification of Revenue and Expenses 

Operating activities include items which are directly related to the Organization's program activities or are essential 
support elements of those programs. Depreciation and interest expense have been allocated to related operating 
activities. Interest income and gains or losses on disposals of assets or liabilities do not meet the Organization's 
criteria for operating activities and are included with other revenue and expenses. 

Estimates 

The preparation of financial statements in conformity with United States generally accepted accounting principles 
(GAAP) requires management to make estimates and assumptions that affect certain reported amounts of assets and 
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from those 
estimates. The most significant estimates included in these financial statements are depreciation, the valuation of 
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of 
certain expenses. 

Concentrations 

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash 
equivalents and investments. The Seminary places its cash with high-credit quality financial institutions and 
periodically maintains deposits in amounts which exceed FDIC insurance coverage. Management believes the risk 
of incurring material losses related to this credit risk is remote. The Foundation currently invests pnmarily in 
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids 
significant concentration of credit risk -with respect to these investments. 

Programs 

The Seminary's core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally 
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and 
dedicated to professional excellence and lifelong learning. The Seminary pursues its mission through the execution 
of these major programs: 

Academic and student - providing a biblically-based education for undergraduate, graduate, and postgraduate 
degrees in theology, preaching, evangelism and missions, church and family ministries, 
church music, and women's studies; along with campus life activities, placement and 
employment services 

Auxiliary enterprises - providing housing, dining, recreational, and other services to students and staff 

Administrative support - providing support for program activities and general operations 

Facilities operations - providing for maintenance and care of facilities, grounds, and equipment 

Page 9 of24 



THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Cash and Cash Equivalents 

For the purposes of financial reporting, the Seminary considers all short-term investments, with an original 
maturity of three months or less, to be cash equivalents. 

Accounts Receivable 

The Seminary's accounts receivable are due primarily from students. Credit is extended to students and collateral 
is not required. Accounts receivable are due at the beginning of each term. Amounts are reported net of an 
allowance for doubtful accounts. Accounts outstanding beyond the beginning of the term are considered past due. 
The Seminary determines its allowance by considering a number of factors, including the len,:,oth of time student 
receivables are past due and the Seminary's previous loss history. The Seminary writes off accounts receivable 
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the 
allowance for doubtful accounts. Typically, students whose accounts are not current are not allowed to emoll in 
future classes. Allowance for doubtful accounts for the years ended July 31, 2019 and 2018, was $347,865 and 
$456,620, respectively. 

Investments 

Investments in debt, equity securities and mineral rights are stated at fair value. The net realized and unreali:-ced 
gains and losses on investments are reflected in the Statement of Activities. Investments received by gift or 
bequest are recorded at fair value at the date of effective receipt. If fair value is not determinable at date of 
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value 
is determinable. Purchased investments or debt securities which are not marketable with readily determinable fair 
values are carried at cost unless there has been an impairment of value considered to be other than temporary. 

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties. Distributions 
from the trusts are recorded as endowment income and the carrying value of the investments is the current market 
value of underlying assets. 

Fair Value Measurements 

The Seminary follows FASB Accounting Standards Codification Topic 820, Fair Value Measurement. Topic 820 
defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value 
measurements. Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. Topic 820 establishes a 
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad 
levels. 

The Seminary adopted the provisions of Accounting Standards Update (ASU) No. 2015-07, Disclosures for 
Investments in Certain Entities That Calculate Net Asset Value per Share (or its equivalent). ASU No. 2015-07 
amends ASC Topic 820, Fair Value Measurement, to remove the requirements to categorize within the fair value 
hierarchy all investments for which fair value is measured using 1.he net asset value (NA V) per share practical 
expedient. The information provided in Note 13 in these financial statements has been updated to comply with the 
provisions of this ASU. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Split-Interest Agreements 

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and 
charitable gift annuities. At the dates these trusts are established, assets and contribution revenues are recognized 
at the present value of the estimated future benefits to be received when the trust assets are distributed. The 
receivables are acJ,justed during the term of the trusts for changes in the value of assets, accretions of the discount 
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change 
in value of split-interest agreements. Liabilities under split-interest agreements are calculated based upon current 
actuarial assumptions used by trustees of the agreements. 

Advertising Costs 

The Seminary uses advertising to promote its major programs to the general public. The costs of advertising are 
expensed as incurred. Advertising expense was $266,742 and $346,835 for the years ended July 31, 2019 and 
2018, respectively. 

Property, Plant, and Equipment 

Property, plant, and equipment are recorded at acquisition cost. Donated assets are recorded at fair market value at 
the time of receipt. The Seminary capitalizes assets with a cost greater than $3,500. Betterments and renewals are 
capitalized. Maintenance and repairs are charged to operations when incurred. Depreciation is computed using the 
straight-line method over the following estimated useful lives: 

Buildings ................................................................................................................... 30-40 years 
Equipment.. .............................................................................................................. 5-10 years 
Improvements other than buildings........................................................................... 30 years 

Impairment of Long-lived Assets 

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances 
indicate the carrying value of an asset may not be recoverable. An impairment loss is recognized when the 
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets. Assets to be 
disposed of are reported at the lower of their carrying amount or fair value, less cost to sell. Management is of the 
opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount. 

Unconditional Promises to Give 

The Seminary records unconditional promises to give when a promise to give is communicated in ·writing with 
specific amounts and due dates for those donors with an established history of giving. Unconditional promjses are 
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible 
accounts. Unconditional promises are written off when determined to be uncollectible. 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional basis in the 
Statement of Activities. Accordingly, certain expenses have been allocated among the programs and supporting 
services benefited. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Compensated Absences 

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other 
factors. Compensated absences for vacation leave have not been accrued since they cannot be reasonably 
estimated. The Seminary's policy is to recognize these costs when actually paid. 

Interest Rate Swap Agreement 

The Seminary uses a derivative to manage risks related to interest rate movements. The Seminary's interest-rate 
swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss in 
the Statement of Activities. The Seminary's risk management strategy is to stabilize cash flow requirements by 
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate. 

New Accounting Pronouncements 

In 2019, the Seminary adopted ASU 2016-14, Not-for-Profit Entities (Topic 958) - Presentation of Financial 
Statements of Not-for-Profit Entities. The update addresses the complexity and understandability of net asset 
classification, deficiencies in information about liquidity and availability of resources, and the lack of consistency 
in the type of information provided about expenses and investment return. The Seminary has adjusted the 
presentation of these statements accordingly. The ASU has been applied retrospectively to all periods presented. 
The Seminary has exercised the option provided in the ASU to present only current period data for the Availability 
and Liquidity data (Note 3) and the presentation of Functional Expense by both nature and function (Note 4) for 
the year of implementation. 

The Seminary adopted ASU 2016-01, Financial Instruments-Overall (Subtopic 825-10) Recognition and 
Measurement of Financial Assets and Financial Liabilities. The update enhances the reporting model for financial 
instruments to provide users of financial statements with more decision-useful information. The Seminary has 
adjusted the presentation of these statements accordingly. The ASU has been applied retrospectively to all periods 
presented. 

Certain amounts from the 2018 statement of activities have been reclassified to conform to the current year's 
financial statement presentation and enhance comparability between periods. This change has no effect on net 
assets or the change in net assets for the year ended July 31, 2018. 

3. LIQUIDITY AND AVAILABLE RESOURCES 

The follo'.wig represents the Seminary's financial assets at July 31, 2019: 

Cash and cash equivalents......................................................... . . . . . . . . . . . . . . . . . . . $ 
Accounts and contributions receivable ....................................................... . 
Notes receivable .......................................................................................... . 
Investments.............................................................................. . ................. . 
Endowments held in perpetuity by others ................................................... . 
Annuities and trusts held by others ........................................................... .. 
Other assets ................................................................................................ . 

Total financial assets ........................................................................... . 
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THE SOUTH\VESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Amounts not available to be used within one year, due to: 

Contribution and accounts receivable ........................................................ $ 
Perpetual and term endowments and accumulated earnings not 
convertible to cash within the next 12 months ............................................ . 
Endowments held in perpetuity by others not convertible to cash within 
the ne:-..'i 12 months............................................ . ....................................... . 
Investments held in trusts and varioi1s state required annuily reserves ....... . 
Investments in board designated endowments ............................................ . 

Total amounts not available to be used within one year ....................... . 

Financial assets available to meet general expenditures 

(240,000) 

(68,174,674) 

(60,229,603) 
(15,093,338) 

(439.082) 

(144,176.697) 

over the next twelve months .................................................................. $==9=·=9=14=·=2=5=7 

Financial assets are considered unavailable when illiquid or not convertible to cash within one year, trust assets, 
perpetual endowments, or because the governing board has set aside the funds for specific contingency reservt.s 
and projects or a long-term investment as board designated endo\vments. The Seminary structures its findllcial 
assets to be available as its general expenditures, liabilities, and other obligations come due. 

The Seminary also has an unsecured $3,000,000 line of credit, which was not drawn upon at July 3 :. 2019. The 
line of credit matures on January 19, '202 1. The interest rate is LIBOR, with interest due monthly an.cl principal due 
upon maturity. 

4. FUNCTIONAL EXPENSES 

Operating activities include items wluch are directly related to the Seminary's program services or are essential 
support elements of those programs. The costs of providing the Seminary's various programs and supporti..'lg 
services have been summarized in the tahlc below, which reports certain categories of expenses that are at"i.ributable 
to more than one program or supporting activity. Accordingly, these e:-..1)enses have been allocated among the 
programs and supporting services benefited using allocation ba;,;es determined by management and that are 
reasonable and consistently applied. lnterest ::ncome and gains or kisses on disposals of assets or liabilities do not 
meet the Seminary's criteria for operating activities and are inclnd:cd with other non-operating activities. 

Total expenses include all operating e:,penses and net periodic pension cost. 
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THE SOUTHWESTERl~ BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

2019 

Prag.ram Activities Supporting Activities 

Facilities 
Academic and Admimmative Operation and 

student programs Auxiliaries Support Maintenance 

Salaries and wages ....................... $ 10,227381 $ 1,551,964 $ 3,587,227 $ 2,417,508 
Employee benefits ........................ 2,875,920 347,233 1,748,258 517,126 
Depreciation and amortization ..... 4,162,532 
Services, supplies, and other ......... 1.950.154 686,874 2.161.513 (37.'.)51) 
Occupancy, utilities, and 

maintenance ............................ 236,979 1,037,553 1.711,651 1,884.147 
Interest ......................................... 1,018,523 7,701 
Transfer between functions .......... 38.703 1,830,485 (294.664) (1,569.227) 

Depreciation and amortization, 
allocated by function 2.185344 1.713.554 152.762 (4,051.660) 

Total expenses. .............................. $ 17.514.481 $ 8.186.186 $ 9.074.448 $ 3.322.475 

5. UNCONDITIONAL PROMISES TO GIVE 

Scheduled maturities of unconditional promises to give at July 31, are as follows: 

2019 

Less than one year ......................................................................................... $ 1,122,000 $ 
One to five years. .......................................................................................... . 240,000 

Total unconditional promise~ to give .................................................... . 1,362,000 
Unamortized discount at 2.53% and 3.10%, respectively ..................... . (42.201) 

1.319.799 Net unconditional promises to give .................................................. $===== $ 

6. FUNDRAISING ACTNITIES 

Total e~enses 

$ 17,784,080 
5,488,537 
4.162.532 
4,760.590 

4,870,33(; 
1,026224 

5,297 

$ 38.097.590 

2018 

1,168,229 
1.362.000 

2,530,229 
(125.88]; 

2.404.3°18 

Ftmdraising expense for the years ended July 31, 2019 and 2018, was $964,296 and $1,060,190, respectively, 
These ex-penses are included in institutional support in 1he accompanying Statement of Activities. 

7. COOPERATNE PROGRAM 

One significant source of Seminary revenue is the Cooperative Program of the SBC. Churches participating in the 
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the 
Seminary and other entities. The Seminary received $7,631,157 and $7,767,845 from the SBC for the years ended 
July 31, 2019 and 2018, respectively. 
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THE SOUTHWESTERl'+l B .. L\PTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statementi; 

Distributions by state, as provided by the Executive Committee of the SBC for years ended July 31, are as follows: 

2019 2018 

Alabama. ...................................................................................................... $ 736,304 $ 721,647 
Alaska ........................................................................................................... . 6,831 8,934 
Arizona ......................................................................................................... . 43,711 52,363 
Arkansas ....................................................................................................... . 363,196 368,755 
California ...................................................................................................... . 85,480 88,401 
Colorado ....................................................................................................... . 27,063 23,543 
Dakota .......................................................................................................... . 3,782 6,035 
District of Columbia ............................................................................. .. 561 
Florida ........................................................................................................ . 577,578 586,426 
Georgia .......... , ........................................................................................ . 602,768 66-U20 
Hawaii Pacific ...................................................................................... . 9,253 12,558 
Illinois ......................................................................................................... . 91,252 92,793 
Indiana .............................................................................................. . 34,585 39,099 
I0wa ...................................................................................................... . 13,379 13,832 
Kansas-Nebraska ........................................................................................ . 31,768 3(J_t)~5 

Kentuc1-.7 ..................................................................................................... .. 387,797 408,53.:?-
Louisiana .................................................................................................. . 269,664 275,808 
Maryland-Delawcre. .. . . .. . . . . . . . . . . . . . . . . . . . .. . ............. ... ...... ... ... .. . .. ... . ................. . 6G,243 62:-497 
Michigan. ............................................................................................ .. 12,324 12,326 
Minnesota-Wisconsin ................................................................................ . 9,186 8,078 
Mississippi .......................................................................................... .. 479,113 464,046 
lv'.lisQouri .................................................................................................... . 227,339 24L515 
l\1ontw1a ....................................................................................................... . 7,628 7,038 
Nevada ................................................................................................. .. 24,309 23,276 
N'C'w England .............................................................................................. . 8,381 6,622 
~,Jew Mexico. .. ...... .... ... .. .......... ...... . ....................................................... .. 32,579 33,613 
New York ................................................................................................ . 9:-~J2 9,650 
Nor1h Ca,olina ............................................................................................ . 449,477 466,406 
Nor1h,vest. ................................................................................................... . '"'.,- ·7 ~ .L.\J", , r~ _, 30,217 
Omo ....................................................................................... ········· ... •······ 84,5::4 '.:11,802 

390-33(.1 3903.-:::: 
Fe, J!l-jj)V<:!:J!a--Snutb .Ter3ey.... ... ..... ...... . . .................................................. . l3A0cJ J L_i78 
P1cc:rto i-:ico/U.S. Virgili ~:<b1d:i ............................................................ . 276 ~4! 

·!:U,2>\7 ~ .. i(:/:-.?6 
're1JI:!;;">fee .. ............ _... . .......... -.... _ .......................................................... . (,"16.ifi'~ ,_) l6~~95 
f r:xas-BCCT ....... . r.'Vi.'2:S·7t _?-..,;6_)18 
Tt:-•.:::~-Sl_-?-'f<:-....... ...................... . .59L~~i 74 t;(i.)_ l3> 

8_3t)i~ -: ,7f:" 
\-"icg·,;c-jt-~~(;l\..,_T_ . ................................................................................ .. 30,615 -~'2:-7.-~5 
V1rginfr,~-~i3C \T .......... ........................................................................... .. 178,56? !73,71:; 
\\rest '\/ irglfll.,1. .................................. _ ....... __ .............................................. .. 21,.is2 15.',340 
Vv'y,~.!JETJg_... .... ....... . ..... ... .. . ... ... .. . . ........................................................ . 4.251 4 382 

7,406,376 7,538,527 
Churcbes and individuals............................. . ... . .. .. . ... . . .. . ... ... . . . .. .. . ..... 224_781 229-318 

T0t<il Cooperatl\·<:: "P,:ezrarnAJlocJ1_ion ............................................... $ 7 63U57 $ 7_767.84~ 
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THE SOUTHWESTERN BAPTIST TfIEOLOGICAL 
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Notes to Consolidated Financial Statements 

8. INVESTMENTS 

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are 
recorded in the Statement of Activitie::; Investments consist of the following as of July 31: 

Money market funds . . . . . . .. . ...... . ............................................................ $ 
Debt securities ........................................................................................... . 
Equity securities ........................................................................................ . 
Government securities ............................................................................... . 
Global listed infrastructure .................................................................... . 
Private equity ............................................................................................. . 
Closed-end funds ................................................................................. . 
Other Foundations and 3rd party trnsts ..................................................... . 
Other investments...................... . ............................................................ . 

Investments measured at net asset value ..................................................... . 

477,197 $ 3,206,208 
5,232,320 

20,204 40,238,749 
1,561,642 
3,574,513 

1,008,784 1,561,868 

78,230,803 

79,736,988 
,0_13, 480 

2.416.589 
78.830,725 

___ 729~~K2 

11--:,?:5.~./4 ~;·E 
1.1 37:l, ..... !.i 

Investments, net of restricted cash ....................................................... $ 149.869.468 $ 150.724.109 

The "Investments measured at net asset value" and "Private equity" categories include interest in certain lirnikcl 
partnerships and limited liability corporations and is carried at fair value as provided by the investi--nent manager3. 
The amounts realized upon disposition of these investments may differ from the value reflected in the financial 
statements and the differences could be material. Certain partnership agreements are restricted as to resale and 
may require advance notice for redemption or withdrawal. 

The Seminary's investments in partnerships is subject to various risk factors arising from the investment activities 
of the underlying ir1struments of the partnerships, including market, credit, and currency risk The Seminary's risk 
of loss as of July 31, 2019 and 2018, in any of its investment partnerships is limited to the value of the investment 
at July 31, 2019 and 2018. 

The follO\ving schedule details investment returns for the years ended July 31: 
2019 2018 

Dividend and interest income .................................................................... $ 4,821,657 $ 1,756,743 
Net realized gains on investments ........................................................... . 8,361,491 2,463.948 
Net unrealized gain Ooss) on investments ............................................... . (8.603.743) 5.055 104 

4.579.405 Total.................................. . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $=:::::::::::::::::::::::::::::::= $ 9.275.795 

Investrn.ent fees are netted against dividend and interest income. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

9. PROPERTY, PLANT, AND EQUIPMENT 

Property and equipment consists of the following at July 31: 

Land ......................................................................................................... $ 2,028,483 $ 2,920,331 
Buildings ................................................................................................... . 150,842,775 156,623,724 
Equipment ............................................................................................... . 16,235,212 15,987,078 
Improvements other than buildings ........................................................... . 9,987,103 9,593,370 
Library books/microfilm/antiquities .......................................................... . 14.263 995 14.086.829 

193,357,568 199,211,332 
Lc-ss accumulated depreciation ........................................................... . (67.390.904) (66,359.010) 

125,966.564 Total.. ................................................................................................. $====::::::::::===== $ 132.852.322 

Buildings include construction in progress for existing facilities totaling $908,321 atJuly 31, 2019. 

10. EMPLOYEE BENEFITS 

Defined Contribution Retirement Plan 

The Seminary provides its officers, permanent faculty and career employees \vith a defined contribution retirement 
plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention under Internal 
Revenue Code Section 403(b) and Treasury regulations related thereto. The Seminary's contribution for the years 
ended July 31, 2019 and 2018, was $1,009,198 and $1,091,495, respectively. 

Postretirement and Postemplovment Benefits 

The Seminary provides postretirement benefits to retired employees. The following table ~ets forth the futur•~ 
obligations at July 31: 

Accumulated benefit costs ........................................................................ $ 1.25 2.6 iO $ ____ 9 __ 4 ___ 6 __ ,8 ___ 8 ..... 1 
Employer contributions (benefit paid) ....................................................... . (65.100) (61.400) 
Net periodic benefit cost ........................................................................... . 50.315 103.454 
Comprehensive Income .............................................................................. . (320,514) 317,796 
Discount rate assumed .............................................................................. . 3.25% 4.03% 

The Seminary provides postemployrnent benefits to retired employees. The following table sets for.h the fumre 
obligations at J ..tly 31: 

Accumulated benefit costs ...................................................................... $ 485 .225 $ ______ 5 ____ 0:,_-·~7_2_5 
Employer contributions (benefit paid) ................................................. . (49.122") (50.798) 
Net periodic benefit cost. ......................................................................... . 28.6')") 20.366 
Discount rate assumed ........................................................................... .. 3.22% 4.04% 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

11. NET ASSETS 

Net assets without donor restrictions: 

Current operations.......................................................................................... $ 
Notes payable ................................................................................................ . 
Endowment ................................................................................................... . 
Invested in property, plant and equipment... ................................................. . 
Unfunded postretirement benefits ........................ _ ........................................ . 
Unfunded postemployment benefits .............................................................. . 

Total net assets without donor restrictions .............................................. $ 

Net assets with donor restrictions, temponny in nature and met by passage of 
time consists of the following: 

Capital projects .............................................................................................. $ 
Scholarships .................................................................................................. . 
Other .............................................................................................................. . 

2019 

(14,697,116) 
(18,528,414) 
13,310,454 

125,966,664 
(1,252,610) 

(485.225) 

104.313,753 

4,101,177 
9,224,479 
2,105.974 

15,431,630 Total net assets, temporary in nature ....................................................... $===::::::::::::::::::= 

Net assets with donor restrictions, perpetual in nature and stipulated by the 
donor consists of the following: 

$ 

$ 

$ 

$ 

Annuity and life income funds ...................................................................... $ 4,882,470 $ 
Endowment funds........................................................................................... 121,007,398 
Other .......................................................... ................................................. 759.440 

• Total net assets, perpetual in nati1rc ........................................................ . 

Total net assets with donor restrictions ................................................... . 

126,649.308 

142,080.938 

2018 

(12,468,923) 
(19,322,037) 
14,540,873 

132,953,622 
(946,881) 
(505.725) 

114.250.929 

162,827 
9,621,783 
5 316.356 

15.100 966 

4,712,498 
120,731,273 

484.335 

125,928.106 

141.029.072 

Total net assets ............................................................................. $ 246,394,691 $ 255.280.001 

Net assets released during the years ended July 31 are for the following 
purposes: 

Capital projects ............................................................................................. $ 
Scholarships .................................................................................................. . 
Other .............................................................................................................. . 

(3,539,029) 
5,325,612 
3,672.009 

5.458.592 Total net assets relearnd ............................................................... $=.,;;;,;,,========== 
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THE SOUTHWESTERi~ BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

12. ENDOWMENT INVESTMENTS 

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for 
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain the purc},asing power of the endowment assets. Endowment assets include net assets 
with donor restricted funds that the Semii-iary must hold in perpetuity or for a donor-specified period(s) as well as 
board-designated funds. Under this policy, as approved by the Board of Trustees, the endowment assets are 
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while 
assuming moderate levels of investment risk. The Seminary expects its endowment funds, over time, to provide an 
average rate of return of approximately 8% annually. Actual returns in any given year may vary from this amount. 

Strategies Emploved for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary 
relies on a total return strategy in which investment returns are achieved through both capital appreciation (rcaliz-_,J_ 
and unrealized) and current yield (interest and dividends). The Seminary targets a diversified asset allocu1ior ttat 
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prncbi, 
risk constraints. 

Spending Policy and How the Investment Objectives Relate to the Spending Policv - The Seminary has a policy of 
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endo,;,ment fund's 
average fair value based on a 16 quarter moving average of portfolio values. This is consistent with the Si;;minary's 
._-,ejective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as tu 
provide additional real growth through new gifts and investment return. The Board of Trustees has the right to 
recommend against expenditure of earnings or gains in any given year due to factors such as financial marke, 
conditions or poor investment perfom1ance. 

Funds Held in Trust by Others - A substantial portion of the Seminary's endowment assets is held by Baptist 
entities throughout the United States. These entities do not report net assets with donor restrictions on the amount 
to retain as a fund of perpetual duration. Consequently, the Seminary records changes in the market value of 
investments held in trust for the benefit of the Organization as though the donor specifies the undistributed funds 
be considered included in the fund for perpetual duration. 

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted 
endowment funds may fall below the original gift value (become "'underwater"). In accordance with GAAP and 
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIF A), deficiencies of this nature are 
classified in net assets with donor restrictions. As of July 31, 2019, material deficiencies (5.0% or greater) of this 
nature exist in 260 donor-restricted endm:vrnent funds, which together have a original gift value of$23,123,500 and 
a market value of $18,800,100. These deficiencies resulted primarily from unfavorable market conditions that 
occurred shortly after the investment of new perpetually restricted contributions, along with continuing 
distributions for the program purposes designated by the donors. 

Restrictions - Endowment investments &re either net assets with donor restrictions or net assets without donor 
restrictions. Donor contributions and e;i.:mmgs that are permanently reinvested at donor direction, and earnings 
from funds held in trust by others are treated as net assets wi.th donor restrictions. Other market value changes, 
whether realized or unrealized gains and losses or income (net "f e>--penses) of donor-restricted endowments and all 
board-designated endowments are placed in the unrestricted category. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

Endowments as of July 31, 2019, are composed of the following: 

Without Donor With Donor 

Donor-restricted endowment funds and market value changes 
of donor-restricted endowment funds ......................................... $ 
Board-designated ..................................................................... . 

Restrictions 

12,871,372 
439.082 

Restrictions 

$121,373,822 

Total 

$134,245,194 
439 082 

Total... .................................................................................. $ 13.310.454 $121.373.822 $ 134.684.276 

The change in endowments for the year ended July 31, 2019, is as follows: 

Without Donor With Donor 

Beginning of the period ............................................................ $ 
Investment gain ....................................................................... . 
Contributions ............................................................................ . 

End of period ....................................................................... $ 

Endowments as of July 31, 2018, are composed of the following: 

Restrictions 

14,540,873 
(1,278,419) 

48.000 

13.310.454 

Restrictions 

$120,731,273 
(907,739) 

1.550,288 

$121.373.822 

Without Donor With Donor 

Donor-restricted endowment funds and market value 
changes of donor-restricted endowment funds .......................... $ 
Board-designated .................................................................... . 

Total. ................................................................................... $ 

Restrictions Restrictions 

14,155,234 $120,731,273 
385.639 

14.540.873 $120.731.273 

The change in endo'WJJlents for the year ended July 31, 2018, is as follows: 

Without Donor With Donor 

Beginning of the period ............................................................ $ 
Investment gain ............................................... __ ....................... . 
Contributions .......................................................................... .. 

End of period ....................................................................... $ 
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Restrictions 

14,297,168 
243,705 

14 540,873 

Restrictions 

$114,949,793 
3,958,086 
1.823.394 

$120,731.273 

Total 

$135,272,146 
(2,186,158) 
1.598.288 

$ 134.684.276 

Total 

$ 134,886,507 
385.639 

$ 135.272.146 

Total 

$ 129,246,961 
4,201,791 
1.823.394 

$ 135.272.146 



THE SOUTHWESTERL~ BAPTIST THEOLOGICAL 
SEMINARY 

Notes to Consolidated Financial Statements 

13. FAIR VALUE l\1EASUREMENT 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the "exit 
price") in an orderly transaction between market participants at the measurement date. 

In determining fair value, the Seminary uses various valuation approaches. A fair value hierarchy for inputs is used 
in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs 
by requiring that the most observable inputs are to be used when available. 

The fair value hierarchy is categorized into three levels based on the inputs as follows: 

Level I - Valuations based on unadjusted quoted prices in actiw markets for identical assets or liabilities that the 
Foundation has the ability to access. 

Level 2 - Valuations based on inputs, other than quoted prices included in Level I, which are observable either 
directly or indirectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value measurement. 

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to 
quoted market prices and other relevant information generated by market transactions. 

Fair values for investment in partnen;hips have been estimated using the net asset value (NAV) per share of the 
investments as provided by the fund managers. Individual fund managers rely on a variety of inputs that are 
available according to the type of investment strategy in use. 

Multi-strategy and long/short hedge funds typically utilize the NA V provided by the underlying investee. The 
Valuation Committee established by each fund manager also takes into account information provided within 
audited and unaudited financial statements and performance reports of the underlying investee. In addition, third 
party valuation senrices, broker quotes, estimates, and other alternative valuation techniques may be utilized by the 
fund's Valuation Committee. 

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly 
traded. The fair value of these securities is not readily determinable. These investments are valued on at least a 
quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles 
generally accepted in the United States (US GAAP). The Board of Directors or Valuation Committee determines 
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation 
firrns. 

Private equity funds fair values are supported by information received from the investee funds such as monthly net 
asset values, investor reports, l?.nd audited financial statements, when available. The fund Valuation Cotlh'lli1tee 
may consider other factors, including subscription and redemption rights, expected discounted cash flows, 
transactions in the seconda..ry market bids recei,·ed from potential buyers, and overall market conditions in its 
determination of fair value. 
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Investments by category level at July 31, 2019, are as follows. 

Fair Value 

EndowmentFunds ................................................ $ 64,551,795 
Annuities, net....................................................... 4,882,469 
Other Investments................................................ 9 I 854 

Total investments subject to fair value 

(Level 1) 

$ 63,543,01 I $ 
4,882,469 

9L854 

(Level 2) 

hierarchy.............................................................. 69,526,118 $ 68,517,334 $==== 
Investments measured at net asset value.............. 70.13 2.480 

Total. .............................................................. $139.658,598 

Investments by category level at July 31, 2018, are as follows: 

Fair Value 

EndowmentFunds ................................................ $121,901,534 
Annuities, net...................................................... 4,712,498 
Other Investments................................................ 586.634 

Total investments subject to fair value 
hierarchy.............................................................. 127,200,666 
Investments measured at net asset value . . . . . . . . . . . . . . 13,370.613 

Total... ........................................................... $140.571.279 

(Level 1) 

$120,338,666 
4,712,498 

586 634 

$125,637,798 

(Level 2) 

$ 

$==== 

(Level 3) 

$ 1,008,784 

$ 1,008.784 

(Level 3) 

$ 1,562,868 

$ 1.562.868 

The changes in i,7.vestment in partnerships, which are measured at fair value on a recurring basis using significant 
unobservable inputs, are as follows: 

Balance at July 31, 2017 ............................................................................... $ 
Redemptions ................................................................................................ . 
Subscriptions .............................................................................................. . 
Change in estimated fair value ..................................................................... . 

Balance at July 31, 2018 .............................................................................. . 
Redemptions ................................................................................................ . 
Subscriptions ........................... ,. .................................................................. . 
Change in estimated fair valu,~ ..................................................................... . 

Balance at July 31, 2019 ............................................................................... $ 
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2,113,753 
(915,938) 
101,648 
263.405 

1,562,868 
(622,827) 

41,693 
27,050 

L008.784 
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14. NOTES PAYABLE 

In fiscal year 2012, the Seminary entered into a fmancing arrangement ("Loan") with a bank, for the purpose of 
paying for construction of 252 new student housing units. The Lorn is structured with $16,000,000 of tax-exempt 
bonds and a $7,000,000 taxable loan with the bank. The tax-exempt portion of the loa;n is amortized over 20 years, 
with the fmal payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day LIBOR rate 
plus 156 basis points. The 90-day LIBOR rate is 2.27% and L31% at July 31, 2019 and 2018, respectively. From 
December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and 
interest payments beginning in January 2014. The taxable portion of the loan was due December 30, 2018, with 
interest calculated as 90-day LIBOR rate plus 200 basis points. This portion of the Loan was renewed and 
e?...1:ended to mature on December 15, 2021, with the same interest provision. The Loan is secured with deeds of 
trust on land and buildings, with a net book value of $25,837,137 in Fort Worth, Texas. 

Scheduled principal payments and total loans outstanding at July 31, 2019, for the following three years ended 
July 31, and thereafter are as follows: 

2020 .............................................................................. ······························ $ 
2021 ............................................................................................................ . 
2022 .................................... ·················································•··••················•· 

Total scheduled payments .................................................................... . 

Liabiliry on swap agreement .................................................................. . 
Dert is2,.!e C~'St ....................................................................................... . 

782,186 
809,620 

16 875,758 

18,467,564 

132,850 
172,000) 

Total amount outstanding ................................................................ $ 185'8414 

The Seminary entered into an interest rate swap as a hedge against e?...'Posure to variance:: in interest rates applied to 
the loans. Th"' differential interest required to be paid or that will be received under these agreement;; is accrued 
consistent with the terms of the agreements and is recognized in the Statements of Activities and included in j}ese 
Notes Payable. The interest rate for the bonds is established quarterly based upon 65% of the 90-Day L IBOR plus 
1.56% (3.04% and 2.41% at July 31, 2019 and 2018, respectively). The notional principal amount of the swap 
agreements are $10,000,000 and $6,000,000. The agreements effectively fix the Serr..inary's interest rate exposure 
at 3.25% for a period often years ending December 2021. 

Generally accepted accounting principles require derivatiYe instruments, such as interest rai.e swap agreements, to 
be recognized at fair value as either as»ets or liabilities in the Statements of Financial Position. Accordingly, 
$132,850 and $(57,236), which is representative of the value of the swap agreements at July 31, 2019 and 2018, 
respectively, is included in Notes Payable on the Statement of Fimmcia1 Positon. Value has been me:ismed based 
on an estunate cf t.lie amount needed to sett]t, the agreement as cakulated by the ccunterparty to the swar, 
agreement. Such calvulations were based on changes in market t:ondi ,ious and/or assurnptifms u,;.cl~rlying the 
valuation models. 

The Seminary paid interest for the years ending July 3 L 2019 and 2018, of $828,437 and $7!8,412, respecfrvely. 
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Independent A
uditors' R

eport 

 To the B
oard of Trustees 

The Southw
estern B

aptist Theological Sem
inary 

Fort W
orth, Texas 

 W
e have audited the accom

panying consolidated financial statem
ents of The Southw

estern B
aptist Theological Sem

inary (a 
Texas nonprofit corporation) w

hich com
prise the consolidated statem

ents of financial position as of July 31, 2020 and 2019, 
and the related consolidated statem

ents of activities and cash flow
s for the years then ended, and the related notes to the 

consolidated financial statem
ents.  

M
anagem

ent’s R
esponsibility for the F

inancial Statem
ents 

M
anagem

ent is responsible for the preparation and fair presentation of these consolidated financial statem
ents in accordance 

w
ith accounting principles generally accepted in the U

nited States of A
m

erica; this includes the design, im
plem

entation, and 
m

aintenance of internal control relevant to the preparation and fair presentation of consolidated financial statem
ents that are 

free from
 m

aterial m
isstatem

ent, w
hether due to fraud or error. 

A
uditors' R

esponsibility 

O
ur responsibility is to express an opinion on these consolidated financial statem

ents based on our audits. W
e conducted our 

audits in accordance w
ith auditing standards generally accepted in the U

nited States of A
m

erica. Those standards require that 
w

e plan and perform
 the audits to obtain reasonable assurance about w

hether the consolidated financial statem
ents are free 

from
 m

aterial m
isstatem

ent. 

A
n audit involves perform

ing procedures to obtain audit evidence about the am
ounts and disclosures in the consolidated 

financial statem
ents. The procedures selected depend on the auditor’s judgm

ent, including the assessm
ent of the risks of 

m
aterial m

isstatem
ent of the consolidated financial statem

ents, w
hether due to fraud or error. In m

aking those risk assessm
ents, 

the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial 
statem

ents in order to design audit procedures that are appropriate in the circum
stances, but not for the purpose of expressing 

an opinion on the effectiveness of the entity’s internal control. A
ccordingly, w

e express no such opinion. A
n audit also includes 

evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estim
ates m

ade by 
m

anagem
ent, as w

ell as evaluating the overall presentation of the consolidated financial statem
ents. 

W
e believe that the audit evidence w

e have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

O
pinion 

In our opinion, the consolidated financial statem
ents referred to above present fairly, in all m

aterial respects, the financial 
position of The Southw

estern B
aptist Theological Sem

inary, as of July 31, 2020 and 2019, and the changes in their net assets 
and their cash flow

s for the years then ended in accordance w
ith accounting principles generally accepted in the U

nited States 
of A

m
erica. 

 

Irving, Texas 
O

ctober 15, 2020 

t 
~ 

r 



THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Consolidated Statements of Financial Position
July 31, 2020

2020
Without
Donor

Restrictions
With Donor
Restrictions Total

Assets:

Cash and cash equivalents ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,043,556 $ - $ 12,043,556
Accounts receivables, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,081,361 - 1,081,361
Unconditional promises to give, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 235,749 235,749
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................422,458 - 422,458
Notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................28,374 - 28,374
Investments:

Endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,986,662 123,200,076 126,186,738
Split-interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 15,379,687 15,379,687
Other investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,220 - 5,220

Total investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,991,882 138,579,763 141,571,645

Due from (to) other funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(20,027,830) 20,027,830 -
Property, plant, and equipment, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................126,003,202 - 126,003,202

Total assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$122,543,003 $158,843,342 $281,386,345

Liabilities and net assets:

Liabilities:

Accounts payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,466,609 $ - $ 1,466,609
Accrued salaries and benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................932,795 - 932,795
Deposits and agency funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................887,785 - 887,785
Deferred income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................362,812 - 362,812
Notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................22,020,389 - 22,020,389
Liability under annuity contracts................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 10,719,221 10,719,221
Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................953,494 - 953,494
Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................441,508 - 441,508

Total liabilities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................27,065,392 10,719,221 37,784,613

Net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................95,477,611 148,124,121 243,601,732

Total liabilities and net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$122,543,003 $158,843,342 $281,386,345

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Consolidated Statements of Financial Position
July 31, 2019

2019
Without
Donor

Restrictions
With Donor
Restrictions Total

Assets:

Cash and cash equivalents ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,247,339 $ - $ 1,247,339
Accounts receivables, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................890,625 - 890,625
Unconditional promises to give, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 1,319,799 1,319,799
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................367,163 - 367,163
Notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................396,560 - 396,560
Investments:

Endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,310,454 121,373,822 134,684,276
Split-interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 15,093,338 15,093,338
Other investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................91,854 - 91,854

Total investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,402,308 136,467,160 149,869,468

Due from (to) other funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(14,504,849) 14,504,849 -
Property, plant, and equipment, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................125,966,664 - 125,966,664

Total assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$127,765,810 $152,291,808 $280,057,618

Liabilities and net assets:

Liabilities:

Accounts payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,339,574 $ - $ 1,339,574
Accrued salaries and benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................630,017 - 630,017
Deposits and agency funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................935,136 - 935,136
Deferred income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................281,081 - 281,081
Notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................18,528,414 - 18,528,414
Liability under annuity contracts................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 10,210,870 10,210,870
Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,252,610 - 1,252,610
Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................485,225 - 485,225

Total liabilities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................23,452,057 10,210,870 33,662,927

Net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................104,313,753 142,080,938 246,394,691

Total liabilities and net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$127,765,810 $152,291,808 $280,057,618

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Consolidated Statements of Activities
For the Year Ended July 31, 2020

2020

Changes in net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Revenues and other additions:

Tuition and fees................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 14,959,734 $ - $ 14,959,734
Scholarship and fellowships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(5,507,188) - (5,507,188)
Gifts:

Cooperative Program................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,377,175 - 7,377,175
Student aid................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 3,162,343 3,162,343
Endowment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................48,000 1,860,122 1,908,122
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,746,978 1,009,806 4,756,784

Investment return................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(2,094,860) 6,395,256 4,300,396
Change in value of split interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- (454,157) (454,157)
Auxiliary enterprises................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,257,042 - 5,257,042
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,665,499 - 1,665,499
Net assets released from restriction................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,930,187 (5,930,187) -

Total revenue................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................31,382,567 6,043,183 37,425,750

Expenses and other deductions:

Academic and student programs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,988,696 - 15,988,696
Administrative support................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................11,096,297 - 11,096,297
Auxiliaries................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,896,986 - 6,896,986
Facilities operation and maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,768,817 - 5,768,817

Total operating expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................39,750,796 - 39,750,796

Change in net assets from operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,368,229) 6,043,183 (2,325,046)

Loss on disposal of property................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(467,913) - (467,913)

Change in net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,836,142) 6,043,183 (2,792,959)

Net assets, beginning of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................104,313,753 142,080,938 246,394,691

Net assets, end of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 95,477,611 $148,124,121 $243,601,732

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Consolidated Statements of Activities
For the Year Ended July 31, 2019

2019

Changes in net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Revenues and other additions:

Tuition and fees................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 13,051,740 $ - $ 13,051,740
Scholarship and fellowships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(5,313,386) - (5,313,386)
Gifts:

Cooperative Program................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,631,157 - 7,631,157
Student aid................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 2,646,810 2,646,810
Endowment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................48,000 1,615,968 1,663,968
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................987,620 910,282 1,897,902

Investment return................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,183,970 1,395,435 4,579,405
Change in value of split interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- (58,037) (58,037)
Auxiliary enterprises................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,668,690 - 5,668,690
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................778,670 - 778,670
Net assets released from restriction................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,458,592 (5,458,592) -

Total revenue................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................31,495,053 1,051,866 32,546,919

Expenses and other deductions:

Academic and student programs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................17,514,481 - 17,514,481
Administrative support................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................9,074,448 - 9,074,448
Auxiliaries................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,186,186 - 8,186,186
Facilities operation and maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,322,475 - 3,322,475

Total operating expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................38,097,590 - 38,097,590

Change in net assets from operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(6,602,537) 1,051,866 (5,550,671)

Loss on sale of property................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(3,334,639) - (3,334,639)

Change in net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(9,937,176) 1,051,866 (8,885,310)

Net assets, beginning of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................114,250,929 141,029,072 255,280,001

Net assets, end of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$104,313,753 $142,080,938 $246,394,691

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Consolidated Statements of Cash Flows
For the Years Ended July 31, 2020 and 2019

Change in cash and cash equivalents: 2020 2019

Change in net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ (2,792,959) $ (8,885,310)

Adjustments to reconcile change in net assets to net cash utilized by operating activities:

Depreciation and amortization of debt issue cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,069,899 4,186,531
Contributions restricted for endowment and acquisition of long-term assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(2,200,374) (2,107,975)
(Gain) loss on disposal of fixed assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................469,003 3,334,639
Non-cash contributions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(664,810) (518,753)
Change in value of swap liability................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................117,662 190,086
Net unrealized and realized (gain) loss on investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(1,232,660) 388,562
Investment income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(1,327,950) (1,189,584)
Change in value of split-interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,166,717 196,195
Changes in operating assets and liabilities:

Receivables................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(190,736) (147,101)
Unconditional promises to give................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,084,051 1,084,549
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(55,295) 35,266
Accounts payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(34,090) (98,230)
Other accrued expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................255,427 227,940
Deferred income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................81,731 80,948
Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(299,116) 305,729
Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(43,717) (20,500)

Total adjustments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,195,742 5,948,302

Net cash utilized by operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(1,597,217) (2,937,008)

Cash flows from investing activities:

Proceeds from sale and maturities of investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................20,334,143 76,415,136
Proceeds from notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................368,186 375,807
Purchase of investments ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(9,469,266) (74,378,877)
Proceeds from sale of property and equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,300 1,588,472
Investment in construction in progress ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(2,724,242) (735,932)
Purchase of property, plant, and equipment ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(1,669,374) (1,290,972)

Net cash provided by investing activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,842,747 1,973,634

Cash flows from financing activities:

Proceeds from issuance of notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,150,500 -
Principal payments on notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(4,800,187) (1,007,709)
Contributions restricted for endowments and  acquisition of long-term assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,200,374 2,107,975

Net cash provided by financing activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,550,687 1,100,266

Net increase in cash and cash equivalents................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................10,796,217 136,892

Cash and cash equivalents, beginning of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,247,339 1,110,447

Cash and cash equivalents, end of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,043,556 $ 1,247,339

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

1. NATURE OF ORGANIZATION

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of
Texas as a not-for-profit religious organization.  The primary purpose of the Seminary is to provide theological
education for individuals engaging in Christian ministry.  The Seminary’s primary location is in Fort Worth, Texas.

The Seminary is supported by the Southern Baptist Convention (SBC) and is an entity of that Convention.  The
Seminary is economically dependent on the SBC and others for financial support.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The Seminary consolidates the accounts of Southwestern Seminary Foundation (“Foundation”), Texas non-profit
corporation.  Foundation is organized and operated for the benefit of and to further the purposes of the Seminary
and to hold and manage a portion of the Seminary’s endowment portfolio.  Foundation is exempt from federal
income tax under Section 501(c)(3) of the Internal Revenue Code. In the event of dissolution of Foundation, all
assets shall inure to the Seminary.  All significant intercompany accounts and transactions have been eliminated.

Basis of Presentation

These financial statements of the Seminary have been prepared and are presented in conformity with accounting
principles generally accepted in the United States of America (GAAP). The Seminary is required to report
information regarding its financial position and activities according to the following net asset classifications:

Net assets without donor restrictions:  Net assets that are not subject to donor-imposed restrictions and may
be expended for any purpose in performing the primary objectives of the Seminary.  These net assets may be
used at the discretion of the Seminary's management and the board of directors.

Net assets with donor restrictions:  Net assets subject to stipulations imposed by donors and grantors.  Some
donor restrictions are temporary in nature; those restrictions will be met by actions of the Seminary by the
passage of time. Other donor restrictions are perpetual in nature, where by the donor has stipulated the funds
be maintained in perpetuity. 

Donor restricted contributions are reported as increases in net assets with donor restrictions.  When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without donor
restrictions in the statements of activities.

Basis of Accounting

The consolidated financial statements of the Seminary have been prepared on the accrual basis of accounting.
Accordingly, revenues are recognized when earned and expenses are recorded when incurred.

Revenue and Support

Revenues and support for the Seminary are primarily derived from tuition, fees, and contributions from donors and
supporters of the Seminary. Contributions received are recorded as net assets with donor restrictions and net assets
without donor restrictions depending on the existence and/or nature of donor restrictions.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

Recognition of Donor Restrictions

The Seminary reports gifts of cash and other assets as net asset with donor restrictions if they are received with
donor stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A
donor restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished.  At that
time net assets with donor restrictions are reclassified to net assets without donor restrictions.  If a stipulated time
restriction ends or a purpose restriction is accomplished during the year the donation is received, the donation is
recognized as net assets without donor restrictions revenue.  

The Seminary reports gifts of cash and other assets as net assets with donor restrictions if they are received with
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the
income derived from the donated asset for general or restricted purposes.

Revenue Recognition

Contributions are recognized as revenues in the period when unconditional promises to give are received.
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on
which they depend are substantially met.  Contributions to be received after one year are discounted at an
appropriate discount rate commensurate with the risks involved.  Amortization of the discount is recorded as
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions.  

An allowance for uncollectible receivables is provided based upon management’s judgment including such factors
as prior collection history, type of contribution and nature of fund raising activity.

Investment returns on endowment and similar funds are reported as follows:

 as changes in net assets with donor restrictions if the terms of the gift require that they be added to the
principal of a permanent endowment fund;

 as changes in net assets with donor restrictions if the terms of the gift impose a time or purpose restriction
on the use of the income;

 as changes in net assets without donor restrictions in all other cases.

Donated Assets

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment,
or expense account.  In the absence of donor restrictions, donated assets are reported as revenue without donor
restrictions.

Donated Services

Occasionally, the Seminary receives support in the form of donated services.  Those services are recognized as
revenue without donor restrictions if the services received (a) create or enhance nonfinancial assets or (b) require
specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if
not provided by contribution.  Contributed services that do not meet these criteria are not recognized as revenue.
No such amounts were recorded in the financial statements for the years ended July 31, 2020 and 2019.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

Classification of Revenue and Expenses

Operating activities include items which are directly related to the Organization's program activities or are essential
support elements of those programs. Depreciation and interest expense have been allocated to related operating
activities. Interest income and gains or losses on disposals of assets or liabilities do not meet the Organization's
criteria for operating activities and are included with other revenue and expenses.

Estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles
(GAAP) requires management to make estimates and assumptions that affect certain reported amounts of assets and
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period.  Accordingly, actual results could differ from those
estimates.  The most significant estimates included in these financial statements are depreciation, the valuation of
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of
certain expenses.

Concentrations

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash
equivalents and investments.  The Seminary places its cash with high-credit quality financial institutions and
periodically maintains deposits in amounts which exceed FDIC insurance coverage.  Management believes the risk
of incurring material losses related to this credit risk is remote.  The Seminary currently invests primarily in
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids
significant concentration of credit risk with respect to these investments.

Programs

The Seminary’s core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and
dedicated to professional excellence and lifelong learning.  The Seminary pursues its mission through the execution
of these major programs:

Academic and student    - providing a biblically-based education for undergraduate, graduate, and postgraduate
degrees in theology, church music and worship, educational ministries, and evangelism
and missions; along with campus life activities, placement and employment services

Auxiliary enterprises      - providing housing, dining, recreational, and other services to students and staff

Administrative support   - providing support for program activities and general operations

Facilities operations       - providing for maintenance and care of facilities, grounds, and equipment

Cash and Cash Equivalents

For the purposes of financial reporting, the Seminary considers all short-term investments, with an original
maturity of three months or less, to be cash equivalents.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

Accounts Receivable

The Seminary’s accounts receivable are due primarily from students.  Credit is extended to students and collateral
is not required.  Accounts receivable are due at the beginning of each term. Amounts are reported net of an
allowance for doubtful accounts.  Accounts outstanding beyond the beginning of the term are considered past due.
The Seminary determines its allowance by considering a number of factors, including the length of time student
receivables are past due and the Seminary’s previous loss history.  The Seminary writes off accounts receivable
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the
allowance for doubtful accounts.  Typically, students whose accounts are not current are not allowed to enroll in
future classes.  Allowance for doubtful accounts for the years ended July 31, 2020 and 2019, was $779,005 and
$347,865, respectively.

Investments

Investments in debt, equity securities, and mineral rights are stated at fair value.  The net realized and unrealized
gains and losses on investments are reflected in the Statement of Activities.  Investments received by gift or
bequest are recorded at fair value at the date of effective receipt.  If fair value is not determinable at date of
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value
is determinable.  Purchased investments or debt securities which are not marketable with readily determinable fair
values are carried at cost unless there has been an impairment of value considered to be other than temporary.  

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties.  Distributions
from the trusts are recorded as endowment income and the carrying value of the investments is the current market
value of underlying assets.

Fair Value Measurements

The Seminary follows FASB Accounting Standards Codification Topic 820, Fair Value Measurement. Topic 820
defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements.  Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.  Topic 820 establishes a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad
levels.

The Seminary adopted the provisions of Accounting Standards Update (ASU) No. 2015-07, Disclosures for
Investments in Certain Entities That Calculate Net Asset Value per Share (or its equivalent). ASU No. 2015-07
amends ASC Topic 820, Fair Value Measurement, to remove the requirements to categorize within the fair value
hierarchy all investments for which fair value is measured using the net asset value (NAV) per share practical
expedient.   The information provided in Note 14 in these financial statements has been updated to comply with the
provisions of this ASU.

Split-Interest Agreements

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and
charitable gift annuities.  At the dates these trusts are established, assets and contribution revenues are recognized
at the present value of the estimated future benefits to be received when the trust assets are distributed.  The
receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change
in value of split-interest agreements.  Liabilities under split-interest agreements are calculated based upon current
actuarial assumptions used by trustees of the agreements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

Advertising Costs

The Seminary uses advertising to promote its major programs to the general public.  The costs of advertising are
expensed as incurred.  Advertising expense was $406,271 and $266,742 for the years ended July 31, 2020 and
2019, respectively.  

Property, Plant,  and Equipment

Property, plant, and equipment are recorded at acquisition cost.  Donated assets are recorded at fair market value at
the time of receipt.  The Seminary capitalizes assets with a cost greater than $3,500.  Betterments and renewals are
capitalized.  Maintenance and repairs are charged to operations when incurred.  Depreciation is computed using the
straight-line method over the following estimated useful lives:

Buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 30-40 years
Equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................   5-10 years
Improvements other than buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................       30 years

Impairment of Long-lived Assets

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances
indicate the carrying value of an asset may not be recoverable.  An impairment loss is recognized when the
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets.  Assets to be
disposed of are reported at the lower of their carrying amount or fair value, less cost to sell.  Management is of the
opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount.

Unconditional Promises to Give

The Seminary records unconditional promises to give when a promise to give is communicated in writing with
specific amounts and due dates for those donors with an established history of giving.  Unconditional promises are
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible
accounts.  Unconditional promises are written off when determined to be uncollectible.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional basis in the
Statement of Activities.  Accordingly, certain expenses have been allocated among the programs and supporting
services benefited.

Compensated Absences

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other
factors.  Compensated absences for vacation leave have not been accrued since they cannot be reasonably
estimated. The Seminary’s policy is to recognize these costs when actually paid.

Interest Rate Swap Agreement

The Seminary uses a derivative to manage risks related to interest rate movements.  The Seminary’s interest-rate
swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss in
the Statement of Activities. The Seminary’s risk management strategy is to stabilize cash flow requirements by
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

New Accounting Pronouncements

In 2019, the Seminary adopted ASU 2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial
Statements of Not-for-Profit Entities. The update addresses the complexity and understandability of net asset
classification, deficiencies in information about liquidity and availability of resources, and the lack of consistency
in the type of information provided about expenses and investment return. 

On July 1, 2019, the Seminary adopted ASU 2014-09, Revenue from Contracts with Customers (Topic 606), which
outlines a single comprehensive standard for revenue recognition across all industries and supersedes most existing
revenue recognition guidance.  In addition, ASU 2014-09 requires new enhanced disclosures.  These changes do
not have a material impact of the Seminary's financial statements and have been applied to the financial statements
and footnotes on a modified retrospective basis.

3. LIQUIDITY AND AVAILABLE RESOURCES

The following represents the Seminary's financial assets at July 31, 2020 and 2019:

2020 2019

Cash and cash equivalents................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,043,556 $ 1,247,339
Accounts and contributions receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,317,110 2,210,424
Notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................28,374 396,560
Investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................63,642,546 71,546,527
Endowments held in perpetuity by others................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................62,549,412 63,229,603
Annuities and trusts held by others................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,379,687 15,093,338
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................422,458 367,163

Total financial assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................155,383,143 154,090,954

Amounts not available to be used within one year, due to:

Contribution and accounts receivable ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ (120,000) $ (240,000)
Perpetual and term endowments and accumulated earnings not
convertible to cash within the next 12 months................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(60,442,000) (68,174,674)
Endowments held in perpetuity by others not convertible to cash within
the next 12 months................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(59,749,000) (60,229,603)
Investments held in trusts and various state required annuity reserves................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(15,379,687) (15,093,338)
Investments in board designated endowments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(470,872) (439,082)

Total amounts not available to be used within one year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(136,161,559) (144,176,697)

Financial assets available to meet general expenditures 
over the next twelve months................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 19,221,584 $ 9,914,257

Financial assets are considered unavailable when illiquid or not convertible to cash within one year, trust assets,
perpetual endowments, or because the governing board has set aside the funds for specific contingency reserves
and projects or a long-term investment as board designated endowments.  The Seminary structures its financial
assets to be available as its general expenditures, liabilities, and other obligations come due. 
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

The Seminary also has an unsecured $3,000,000 line of credit, which was not drawn upon at July 31, 2020.  The
line of credit matures on January 19, 2021.  The interest rate is LIBOR, with interest due monthly and principal due
upon maturity.

4. REVENUE FROM CONTRACTS WITH CUSTOMERS

The Seminary's only customers are its students.  All revenue associated with students are education-related charges
(tuition and fees).  The performance obligations associated with these contracts consist of providing professional
instruction in course subject matter for the associated academic term, assigning a grade consistent with the student's
performance, and recording that grade in an official permanent transcript.  Even though the Seminary provides the
contracted educational services over the period of the academic term, generally, no refunds are available to
students after the second week of classes.  Therefore, the Seminary fully recognizes revenue from these contracts in
the first accounting period of each academic term.

5. FUNCTIONAL EXPENSES

Operating activities include items which are directly related to the Seminary's program services or are essential
support elements of those programs. The costs of providing the Seminary's various programs and supporting
services have been summarized in the table below, which reports certain categories of expenses that are attributable
to more than one program or supporting activity. Accordingly, these expenses have been allocated among the
programs and supporting services benefited using allocation bases determined by management and that are
reasonable and consistently applied. Interest income and gains or losses on disposals of assets or liabilities do not
meet the Seminary's criteria for operating activities and are included with other non-operating activities. 

Total expenses include all operating expenses and net periodic pension cost. 

2020

Program Activities Supporting Activities

Academic and
student programs Auxiliaries

Administrative
Support

Facilities
Operation and
Maintenance Total expenses

Salaries and wages................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 8,911,564 $ 1,159,529 $ 4,674,477 $ 2,627,295 $ 17,372,865
Employee benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,023,536 375,604 2,201,472 754,449 6,355,061
Depreciation and amortization................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - - 4,045,899 4,045,899
Services, supplies, and other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,717,337 623,340 2,209,086 1,228,542 5,778,305
Occupancy, utilities, and
     maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................91,135 1,209,059 1,823,029 2,261,814 5,385,037
Interest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 837,653 21,625 - 859,278
Transfer between functions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................121,027 1,026,104 18,123 (1,210,903) (45,649)
Depreciation and amortization,

allocated by function................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,124,097 1,665,697 148,485 (3,938,279) -

Total expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 15,988,696 $ 6,896,986 $ 11,096,297 $ 5,768,817 $ 39,750,796
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2019

Program Activities Supporting Activities

Academic and
student programs Auxiliaries

Administrative
Support

Facilities
Operation and
Maintenance Total expenses

Salaries and wages................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 10,227,381 $ 1,551,964 $ 3,587,227 $ 2,417,508 $ 17,784,080
Employee benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,875,920 347,233 1,748,258 517,126 5,488,537
Depreciation and amortization................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - - 4,162,532 4,162,532
Services, supplies, and other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,950,154 686,874 2,161,513 (37,951) 4,760,590
Occupancy, utilities, and
     maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................236,979 1,037,553 1,711,651 1,884,147 4,870,330
Interest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 1,018,523 7,701 - 1,026,224
Transfer between functions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................38,703 1,830,485 (294,664) (1,569,227) 5,297
Depreciation and amortization,

allocated by function................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,185,344 1,713,554 152,762 (4,051,660) -

Total expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 17,514,481 $ 8,186,186 $ 9,074,448 $ 3,322,475 $ 38,097,590

6.           UNCONDITIONAL PROMISES TO GIVE

Scheduled maturities of unconditional promises to give at July 31, are as follows:

2020 2019

Less than one year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 120,000 $ 1,122,000
One to five years................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................120,000 240,000

Total unconditional promises to give................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................240,000 1,362,000
Unamortized discount at 1.20% and 2.53%, respectively................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(4,251) (42,201)

Net unconditional promises to give................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 235,749 $ 1,319,799

7. FUNDRAISING ACTIVITIES

Fundraising expense for the years ended July 31, 2020 and 2019, was $1,373,574 and $964,296, respectively,
These expenses are included in institutional support in the accompanying Statement of Activities.

8. COOPERATIVE PROGRAM

One significant source of Seminary revenue is the Cooperative Program of the SBC.  Churches participating in the
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the
Seminary and other entities.  The Seminary received $7,377,175 and $7,631,157 from the SBC for the years ended
July 31, 2020 and 2019, respectively.
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Distributions by state, as provided by the SBC Executive Committee for years ended July 31, are as follows:

2020 2019

Alabama................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 708,662 $ 736,304
Alaska................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,595 6,831
Arizona................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................47,222 43,711
Arkansas................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................357,302 363,196
California................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................71,854 85,480
Colorado................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................24,832 27,063
Dakota................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,383 3,782
Florida................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................558,855 577,578
Georgia................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................615,323 602,768
Hawaii Pacific................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................9,834 9,253
Illinois................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................86,946 91,252
Indiana................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................29,833 34,585
Iowa................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,166 13,379
Kansas-Nebraska................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................30,127 31,768
Kentucky................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................370,345 387,797
Louisiana................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................248,356 269,664
Maryland-Delaware................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................61,682 66,243
Michigan................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................12,032 12,324
Minnesota-Wisconsin................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,452 9,186
Mississippi................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................455,353 479,113
Missouri................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................225,246 227,339
Montana................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,309 7,628
Nevada................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................18,768 24,309
New England................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,802 8,381
New Mexico................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................41,039 32,579
New York................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,896 9,432
North Carolina................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................440,409 449,477
Northwest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................22,224 26,762
Ohio................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................86,989 84,594
Oklahoma................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................387,391 390,330
Pennsylvania-South Jersey................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................11,727 13,400
Puerto Rico/U.S. Virgin Islands................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................228 276
South Carolina................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................414,902 427,287
Tennessee................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................607,935 616,876
Texas-BGCT................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................380,902 402,974
Texas-SBTC................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................557,577 590,174
Utah-Idaho................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,485 8,364
Virginia-BGAV................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................32,243 30,615
Virginia-SBCV................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................177,686 178,569
West Virginia................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................18,418 21,482
Wyoming................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,138 4,251

7,181,468 7,406,376
Churches and individuals................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................195,707 224,781

Total Cooperative Program Allocation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 7,377,175 $ 7,631,157
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9. INVESTMENTS

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are
recorded in the Statement of Activities.  Investments consist of the following as of July 31: 

2020 2019

Money market funds ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 542,922 $ 477,197
Equity securities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 20,204
Private equity................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................615,482 1,008,784
Other Foundations and 3rd party trusts................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................78,055,029 78,230,803

79,213,433 79,736,988
Investments measured at net asset value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................62,358,212 70,132,480

Investments, net of restricted cash................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 141,571,645 $ 149,869,468

The “Investments measured at net asset value” and “Private equity” categories include interest in certain limited
partnerships and limited liability corporations and is carried at fair value as provided by the investment managers.
The amounts realized upon disposition of these investments may differ from the value reflected in the financial
statements and the differences could be material.  Certain partnership agreements are restricted as to resale and
may require advance notice for redemption or withdrawal.

The Seminary’s investments in partnerships is subject to various risk factors arising from the investment activities
of the underlying instruments of the partnerships, including market, credit, and currency risk.  The Seminary’s risk
of loss as of July 31, 2020 and 2019, in any of its investment partnerships is limited to the value of the investment
at July 31, 2020 and 2019. Investment fees are netted against dividend and interest income.

The following schedule details investment returns for the years ended July 31:

Dividend and interest income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 3,372,187 $ 4,821,657
Net realized gains on investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,079,203 8,361,491
Net unrealized gain (loss) on investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(2,150,994) (8,603,743)

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 4,300,396 $ 4,579,405

10. PROPERTY, PLANT, AND EQUIPMENT

Property and equipment consists of the following at July 31:

Land ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,028,483 $ 2,028,483
Buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................152,706,805 150,842,775
Equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................16,474,777 16,235,212
Improvements other than buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................11,746,059 9,987,103
Library books/microfilm/antiquities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................14,385,662 14,263,995

197,341,786 193,357,568
Less accumulated depreciation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(71,338,584) (67,390,904)

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 126,003,202 $ 125,966,664
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Buildings include construction in progress for existing facilities totaling $2,884,888 at July 31, 2020.

11. EMPLOYEE BENEFITS

Defined Contribution Retirement Plan

The Seminary provides its officers, permanent faculty and career employees with a defined contribution retirement
plan which is administered by GuideStone Financial Resources of the Southern Baptist Convention under Internal
Revenue Code Section 403(b) and Treasury regulations related thereto.  The Seminary contributes 10% of the
participant's salary to the plan and also matches the participant's contributions up to a maximum of 5% of their
salary.  The Seminary’s contribution for the years ended July 31, 2020 and 2019, was $1,461,701 and $1,009,198,
respectively.

Postretirement and Postemployment Benefits

The Seminary provides postretirement benefits to retired employees.  The following table sets forth the future
obligations at July 31:

2020 2019

Accumulated benefit costs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 953,494 $ 1,252,610
Employer contributions (benefit paid)................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(65,300) (65,100)
Net periodic benefit cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................83,681 50,315
Comprehensive Income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(317,497) (320,514)
Discount rate assumed................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1.97% 3.25%

The Seminary provides postemployment benefits to retired employees.  The following table sets forth the future
obligations at July 31:

Accumulated benefit costs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 441,508 $ 485,225
Employer contributions (benefit paid)................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(44,794) (49,122)
Net periodic benefit cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,077 28,622
Discount rate assumed................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2.23% 3.22%

12. NET ASSETS

Net assets without donor restrictions:

Current operations................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ (10,096,862) $ (14,697,116)
Notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(22,020,389) (18,528,414)
Endowment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,986,662 13,310,454
Invested in property, plant and equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................126,003,202 125,966,664
Unfunded postretirement benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(953,494) (1,252,610)
Unfunded postemployment benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(441,508) (485,225)

Total net assets without donor restrictions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 95,477,611 $ 104,313,753
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Net assets with donor restrictions, temporary in nature and met by passage of
time consists of the following:

2020 2019

Capital projects................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 4,115,741 $ 4,101,177
Scholarships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,463,557 9,224,479
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,607,431 2,105,974

Total net assets, temporary in nature................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 20,186,729 $ 15,431,630

Net assets with donor restrictions, perpetual in nature and stipulated by the
donor consists of the following:

Annuity and life income funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 4,660,466 $ 4,882,470
Endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................123,200,076 121,007,398
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................76,850 759,440

Total net assets, perpetual in nature................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................127,937,392 126,649,308

Total net assets with donor restrictions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................148,124,121 142,080,938

Total net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 243,601,732 $ 246,394,691

Net assets released during the years ended July 31 are for the following
purposes:

Capital projects................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 199,004 $ (3,539,029)
Scholarships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,509,838 5,325,612
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................221,345 3,672,009

Total net assets released................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 5,930,187 $ 5,458,592

13. ENDOWMENT INVESTMENTS

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets.  Endowment assets include net assets
with donor restricted funds that the Seminary must hold in perpetuity or for a donor-specified period(s) as well as
board-designated funds.  Under this policy, as approved by the Board of Trustees, the endowment assets are
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while
assuming moderate levels of investment risk.  The Seminary expects its endowment funds, over time, to provide an
average rate of return of approximately 8% annually.  Actual returns in any given year may vary from this amount.

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends).  The Seminary targets a diversified asset allocation that
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent
risk constraints.
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment funds
average fair value based on a 16 quarter moving average of portfolio values.  This is consistent with the Seminary's
objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to
provide additional real growth through new gifts and investment return.   The Board of Trustees has the right to
recommend against expenditure of earnings or gains in any given year due to factors such as financial market
conditions or poor investment performance.

Funds Held in Trust by Others - A substantial portion of the Seminary’s endowment assets is held by Baptist
entities throughout the United States.  These entities do not report net assets with donor restrictions on the amount
to retain as a fund of perpetual duration.  Consequently, the Seminary records changes in the market value of
investments held in trust for the benefit of the Organization as though the donor specifies the undistributed funds
be considered included in the fund for perpetual duration.

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted
endowment funds may fall below the original gift value (become “underwater”).  In accordance with GAAP and
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIFA), deficiencies of this nature are
classified in net assets with donor restrictions.  As of July 31, 2020 and 2019, material deficiencies (5.0% or
greater) of this nature exist in 437 and 260 donor-restricted endowment funds, respectively,  which together have a
original gift value of $41,721,105 and $23,123,500, respectively, and a market value of $32,245,795 and
$18,800,100, respectively.  These deficiencies resulted primarily from unfavorable market conditions that occurred
shortly after the investment of new perpetually restricted contributions, along with continuing distributions for the
program purposes designated by the donors.

Restrictions - Endowment investments are either net assets with donor restrictions or net assets without donor
restrictions.  Donor contributions and earnings that are permanently reinvested at donor direction, and earnings
from funds held in trust by others are treated as net assets with donor restrictions.  Other market value changes,
whether realized or unrealized gains and losses or income (net of expenses) of donor-restricted endowments and all
board-designated endowments are placed in the unrestricted category.

Endowments as of July 31, 2020, are composed of the following:

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds and market value changes
of donor-restricted endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,515,790 $123,200,076 $ 125,715,866
Board-designated ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................470,872 - 470,872

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,986,662 $123,200,076 $ 126,186,738
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The change in endowments for the year ended July 31, 2020, is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Beginning of the period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 13,310,454 $ 121,373,822 $ 134,684,276
Change in investment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(10,371,792) (33,868) (10,405,660)
Contributions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................48,000 1,860,122 1,908,122

End of period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,986,662 $ 123,200,076 $ 126,186,738

Endowments as of July 31, 2019, are composed of the following:

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds and market value
changes of donor-restricted endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,871,372 $ 121,373,822 $ 134,245,194
Board-designated ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................439,082 - 439,082

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 13,310,454 $ 121,373,822 $ 134,684,276

The change in endowments for the year ended July 31, 2019, is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Beginning of the period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 14,540,873 $ 120,731,273 $ 135,272,146
Change in investment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(1,278,419) (907,739) (2,186,158)
Contributions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................48,000 1,550,288 1,598,288

End of period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 13,310,454 $ 121,373,822 $ 134,684,276

14. FAIR VALUE MEASUREMENT

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit
price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, the Seminary uses various valuation approaches.  A fair value hierarchy for inputs is used
in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs
by requiring that the most observable inputs are to be used when available.
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The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 – Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the
Seminary has the ability to access.

Level 2 – Valuations based on inputs, other than quoted prices included in Level 1, which are observable either
directly or indirectly.

Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to
quoted market prices and other relevant information generated by market transactions.
 
Fair values for investment in partnerships have been estimated using the net asset value (NAV) per share of the
investments as provided by the fund managers.  Individual fund managers rely on a variety of inputs that are
available according to the type of investment strategy in use.

Multi-strategy and long/short hedge funds typically utilize the NAV provided by the underlying investee.  The
Valuation Committee established by each fund manager also takes into account information provided within
audited and unaudited financial statements and performance reports of the underlying investee.  In addition, third
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the
fund’s Valuation Committee.

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly
traded.  The fair value of these securities is not readily determinable.  These investments are valued on at least a
quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles
generally accepted in the United States (US GAAP).  The Board of Directors or Valuation Committee determines
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation
firms.

Private equity funds fair values are supported by information received from the investee funds such as monthly net
asset values, investor reports, and audited financial statements, when available.  The fund Valuation Committee
may consider other factors, including subscription and redemption rights, expected discounted cash flows,
transactions in the secondary market, bids received from potential buyers, and overall market conditions in its
determination of fair value.

Investments by category level at July 31, 2020, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 63,833,746 $ 63,218,264 $ - $ 615,482
Annuities, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,660,466 4,660,466 - -
Other Investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - - -

Total investments subject to fair value
hierarchy................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................68,494,212 $ 67,878,730 $ - $ 615,482
Investments measured at net asset value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................62,358,212

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$130,852,424
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Investments by category level at July 31, 2019, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 64,551,795 $ 63,543,011 $ - $ 1,008,784
Annuities, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,882,469 4,882,469 - -
Other Investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................91,854 91,854 - -

Total investments subject to fair value
hierarchy................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................69,526,118 $ 68,517,334 $ - $ 1,008,784
Investments measured at net asset value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................70,132,480

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$139,658,598

The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant
unobservable inputs, are as follows:

Balance at July 31, 2018................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,562,868
Redemptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(622,827)
Subscriptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................41,693
Change in estimated fair value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................27,050

Balance at July 31, 2019................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,008,784
Redemptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(301,718)
Subscriptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................10,792
Change in estimated fair value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(102,376)

Balance at July 31, 2020................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 615,482

15. NOTES PAYABLE

In fiscal year 2012, the Seminary entered into a financing arrangement (“Loan”) with a bank, for the purpose of
paying for construction of 252 new student housing units.  The Loan is structured with $16,000,000 of tax-exempt
bonds and a $7,000,000 taxable loan with the bank.  The tax-exempt portion of the loan is amortized over 20 years,
with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day LIBOR rate
plus 156 basis points. The 90-day LIBOR rate is .25% and 2.27% at July 31, 2020 and 2019, respectively.  From
December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and
interest payments beginning in January 2014.  The taxable portion of the loan was due December 30, 2018, with
interest calculated as 90-day LIBOR rate plus 200 basis points.  This portion of the Loan was renewed and
extended to mature on December 15, 2021, with the same interest provision.  The Loan is secured with deeds of
trust on land and buildings, with a net book value of $25,043,864 in Fort Worth, Texas.

In April 2020, the Seminary obtained a 1% interest bearing Paycheck Protection Program loan through the Small
Business Administration (SBA) for $4,550,500.  The Paycheck Protection Program is a loan that helps businesses
keep their workforce employed during the Coronavirus crisis.  The Seminary is required to repay the funds in
seventeen equal principal payments, of $252,806, and one final principal and interest payment of $252,999.  The
first payment is due in November 2020, and the final payment is due in April 2022. The Seminary applied for loan
forgiveness in October 2020.  The funds were used for qualifying expenses according to the SBA and management
firmly believes the loan amount will be forgiven. The Seminary is currently waiting on communication from the
SBA.  

Page 22 of 24



THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Consolidated Financial Statements

Scheduled principal payments and total loans outstanding at July 31, 2020, for the following two years ended July
31, and thereafter are as follows:

2021................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 5,360,120
Thereafter................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................16,457,758

Total scheduled payments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................21,817,878

Liability on swap agreement................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................250,511
Debt issue cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(48,000)

Total amount outstanding................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 22,020,389

The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates applied to
the loans.  The differential interest required to be paid or that will be received under these agreements is accrued
consistent with the terms of the agreements and is recognized in the Statements of Activities and included in these
Notes Payable. The interest rate for the bonds is established quarterly based upon 65% of the 90-Day LIBOR plus
1.56% (1.72% and 3.04% at July 31, 2020 and 2019, respectively).  The notional principal amount of the swap
agreements are $10,000,000 and $6,000,000. The agreements effectively fix the Seminary’s interest rate exposure
at 3.25% for a period of ten years ending December 2021.

Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to
be recognized at fair value as either assets or liabilities in the Statements of Financial Position.  Accordingly,
$250,511 and $132,850, which is representative of the value of the swap agreements at July 31, 2020 and 2019,
respectively, is included in Notes Payable on the Statement of Financial Position.  Value has been measured based
on an estimate of the amount needed to settle the agreement as calculated by the counterparty to the swap
agreement.  Such calculations were based on changes in market conditions and/or assumptions underlying the
valuation models.

The Seminary paid interest for the years ending July 31, 2020 and 2019, of $716,991 and $828,437, respectively.

16. CHARITABLE GIFT ANNUITIES

The Seminary enters into split interest agreements with donors whereby, in exchange for the gift from the donor,
the Seminary is obligated to provide an annuity to the donor or other designated beneficiaries during their lifetimes.
At July 31, 2020, five annuities are active.  The assets and liabilities associated with these annuities are accounted
for as indicated in Note 2, Split-Interest Agreements.

17. LEASE COMMITMENTS

The Seminary has non-cancelable operating leases for various office equipment expiring in 2023.  Lease expenses
were $242,376 and $244,748 for the years ended July 31, 2020 and 2019, respectively.  The Seminary's future
minimum lease payments under the lease agreements are as follows for the three years ended July 31:

2021................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 232,210
2022................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................221,044
2023................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................143,038

Total future minimum lease payments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 596,292
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18. ACCOUNTING FOR UNCERTAIN TAX POSITIONS

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business
activities.  The Seminary is subject to unrelated business income tax on certain rental activities.  The Seminary paid
no taxes for unrelated business income tax in 2020 and 2019 as expenses exceeded revenues.  The Seminary
believes that it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax
positions that are material to the financial statements.

19. CONTINGENCY

The Seminary is a defendant in a pending litigation, asserting claims by a former student of the Seminary, related
to an alleged sexual offense occurring on Seminary property.  Presently, discovery responses are ongoing
according to the timelines established by law and/or by agreement of the parties.  At this stage, there is no
reasonable prediction of the outcome of the case, or of any potential liability of the Seminary.  The Seminary has
tendered the lawsuit to its insurance carrier, who is providing the Seminary a defense subject to a reservation of
rights.

20. SUBSEQUENT EVENTS

The Seminary has evaluated subsequent events through October 15, 2020, the date the financial statements were
available to be issued.
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Independent Auditors' Report

To the Board of Trustees
The Southwestern Baptist Theological Seminary
Fort Worth, Texas

We have audited the accompanying consolidated financial statements of The Southwestern Baptist Theological
Seminary (a Texas nonprofit corporation) which comprise the consolidated statements of financial position as of July
31, 2021 and 2020, and the related consolidated statements of activities and cash flows for the years then ended, and
the related notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of The Southwestern Baptist Theological Seminary, as of July 31, 2021 and 2020, and the changes
in their net assets and their cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Irving, Texas
October 11, 2021
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July 31, 2021 and 2020

Assets: 2021 2020

Cash and cash equivalents ...................................................................................... $ 6,669,447 $ 12,043,556
Accounts receivables, net........................................................................................ 1,006,356 1,081,361
Unconditional promises to give, net........................................................................ 120,000 235,749
Other assets.............................................................................................................. 474,334 422,458
Notes receivable....................................................................................................... 9,142 28,374
Investments:

Endowment funds.............................................................................................. 149,795,926 126,186,738
Split-interest funds............................................................................................. 17,200,797 15,379,687
Other investments.............................................................................................. 1,397,602 5,220

Total investments.......................................................................................... 168,394,325 141,571,645

Property, plant, and equipment, net......................................................................... 130,649,704 126,003,202

Total assets.................................................................................................... $ 307,323,308 $ 281,386,345

Liabilities and net assets:

Liabilities:

Accounts payable.................................................................................................. $ 1,648,684 $ 1,466,609
Accrued salaries and benefits................................................................................ 905,292 932,795
Deposits and agency funds.................................................................................... 595,100 887,785
Deferred income.................................................................................................... 163,573 362,812
Notes payable........................................................................................................ 16,280,384 22,020,389
Liability under annuity contracts........................................................................... 11,620,565 10,719,221
Accrued postretirement benefit obligation............................................................ 884,510 953,494
Accrued postemployment benefit obligation........................................................ 442,935 441,508

Total liabilities............................................................................................ 32,541,043 37,784,613

Net Assets:

Net assets - without donor restrictions.................................................................. 110,687,488 95,477,611
Net assets - with donor restrictions....................................................................... 164,094,777 148,124,121

Total net assets........................................................................................... 274,782,265 243,601,732

Total liabilities and net assets..................................................................... $307,323,308 $ 281,386,345

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

Page 2 of 23



THE SOUTHWESTERN BAPTIST THEOLOGICAL
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For the Year Ended July 31, 2021

2021

Changes in net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Revenues and other additions:

Tuition and fees........................................................................... $ 12,450,260 $ - $ 12,450,260
Scholarship and fellowships........................................................ (5,433,964) - (5,433,964)
Gifts:

Cooperative Program.............................................................. 7,045,972 - 7,045,972
Student aid.............................................................................. - 3,181,609 3,181,609
Endowment............................................................................. 48,000 1,681,165 1,729,165
Other....................................................................................... 10,902,958 1,189,310 12,092,268

Investment return......................................................................... 14,629,154 15,379,217 30,008,371
Change in value of split interest funds........................................ - (886,852) (886,852)
Auxiliary enterprises.................................................................... 5,169,797 - 5,169,797
Other............................................................................................ 394,241 - 394,241
Net assets released from restriction............................................. 4,573,793 (4,573,793) -

Total revenue.................................................................... 49,780,211 15,970,656 65,750,867

Expenses and other deductions:

Academic and student programs.................................................. 15,215,947 - 15,215,947
Administrative support................................................................. 12,494,233 - 12,494,233
Auxiliaries.................................................................................... 6,507,724 - 6,507,724
Facilities operation and maintenance........................................... 5,218,439 - 5,218,439

Total operating expenses.................................................. 39,436,343 - 39,436,343

Change in net assets from operating activities................................... 10,343,868 15,970,656 26,314,524

Other revenue and expenses:

Gain on extinguishment of debt......................................................... 4,550,500 - 4,550,500
Gain on disposal of property............................................................... 315,509 - 315,509

Total other revenue and expenses...................................................... 4,866,009 - 4,866,009

Change in net assets............................................................................ 15,209,877 15,970,656 31,180,533

Net assets, beginning of year.............................................................. 95,477,611 148,124,121 243,601,732

Net assets, end of year........................................................................ $110,687,488 $164,094,777 $274,782,265

The accompanying notes are an integral part of these financial statements.
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2020

Changes in net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Revenues and other additions:

Tuition and fees........................................................................... $ 14,959,734 $ - $ 14,959,734
Scholarship and fellowships........................................................ (5,507,188) - (5,507,188)
Gifts:

Cooperative Program.............................................................. 7,377,175 - 7,377,175
Student aid.............................................................................. - 3,162,343 3,162,343
Endowment............................................................................. 48,000 1,860,122 1,908,122
Other....................................................................................... 3,746,978 1,009,806 4,756,784

Investment return......................................................................... (2,094,860) 6,395,256 4,300,396
Change in value of split interest funds........................................ - (454,157) (454,157)
Auxiliary enterprises.................................................................... 5,257,042 - 5,257,042
Other............................................................................................ 1,665,499 - 1,665,499
Net assets released from restriction............................................. 5,930,187 (5,930,187) -

Total revenue.................................................................... 31,382,567 6,043,183 37,425,750

Expenses and other deductions:

Academic and student programs.................................................. 15,988,696 - 15,988,696
Administrative support................................................................. 11,096,297 - 11,096,297
Auxiliaries.................................................................................... 6,896,986 - 6,896,986
Facilities operation and maintenance........................................... 5,768,817 - 5,768,817

Total operating expenses.................................................. 39,750,796 - 39,750,796

Change in net assets from operating activities.................................... (8,368,229) 6,043,183 (2,325,046)

Loss on sale of property...................................................................... (467,913) - (467,913)

Change in net assets............................................................................ (8,836,142) 6,043,183 (2,792,959)

Net assets, beginning of year.............................................................. 104,313,753 142,080,938 246,394,691

Net assets, end of year........................................................................ $ 95,477,611 $148,124,121 $243,601,732

The accompanying notes are an integral part of these financial statements.
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Change in cash and cash equivalents: 2021 2020

Change in net assets....................................................................................................... $ 31,180,533 $ (2,792,959)

Adjustments to reconcile change in net assets to net cash utilized by operating activities:

Depreciation and amortization of debt issue cost................................................................ 4,117,005 4,069,899
Gain on extinguishment of debt.......................................................................................... (4,550,500) -
Contributions restricted for endowment and acquisition of long-term assets..................... (2,765,518) (2,200,374)
Gain on disposal of fixed assets.......................................................................................... (315,509) 469,003
Non-cash contributions........................................................................................................ (2,643,197) (664,810)
Change in value of swap liability........................................................................................ (172,634) 117,662
Net unrealized and realized gain on investments................................................................ (24,917,126) (1,232,660)
Investment income.............................................................................................................. (1,572,006) (1,327,950)
Change in value of split-interest funds................................................................................ 941,120 1,166,717
Changes in operating assets and liabilities:

Receivables.................................................................................................................... 75,006 (190,736)
Unconditional promises to give..................................................................................... 115,749 1,084,051
Other assets.................................................................................................................... (51,876) (55,295)
Accounts payable........................................................................................................... (556,330) (34,090)
Other accrued expenses................................................................................................. (320,188) 255,427
Deferred income............................................................................................................ (199,239) 81,731
Accrued postretirement benefit obligation.................................................................... (68,984) (299,116)
Accrued postemployment benefit obligation ................................................................ 1,427 (43,717)

Total adjustments........................................................................................................... (32,882,800) 1,195,742

Net cash utilized by operating activities ....................................................................... (1,702,267) (1,597,217)

Cash flows from investing activities:

Proceeds from sale and maturities of investments............................................................... 22,844,677 20,334,143
Proceeds from notes receivable........................................................................................... 19,231 368,186
Purchase of investments ...................................................................................................... (20,574,804) (9,469,266)
Proceeds from sale of property and equipment................................................................... 422,466 3,300
Investment in construction in progress ............................................................................... (7,001,078) (2,724,242)
Purchase of property, plant, and equipment ....................................................................... (1,106,982) (1,669,374)

Net cash (utilized) provided by investing activities...................................................... (5,396,490) 6,842,747

Cash flows from financing activities:

Proceeds from issuance of notes payable............................................................................ - 8,150,500
Principal payments on notes payable................................................................................... (1,040,870) (4,800,187)
Contributions restricted for endowments and  acquisition of long-term assets................... 2,765,518 2,200,374

Net cash provided by financing activities..................................................................... 1,724,648 5,550,687

Net (decrease) increase in cash and cash equivalents................................................................. (5,374,109) 10,796,217

Cash and cash equivalents, beginning of year ............................................................................ 12,043,556 1,247,339

Cash and cash equivalents, end of year....................................................................................... $ 6,669,447 $ 12,043,556

The accompanying notes are an integral part of these financial statements.
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1. NATURE OF ORGANIZATION

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of
Texas as a not-for-profit religious organization.  The primary purpose of the Seminary is to provide theological
education for men and women preparing for Christian ministry.  The Seminary’s primary location is in Fort
Worth, Texas. 

The Seminary is supported by the Southern Baptist Convention (SBC) and is an entity of that Convention.  The
Seminary is economically dependent on the SBC and others for financial support.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The Seminary consolidates the accounts of Southwestern Seminary Foundation (“Foundation”), Texas non-profit
corporation.  Foundation is organized and operated for the benefit of and to further the purposes of the Seminary
and to hold and manage a portion of the Seminary’s endowment portfolio.  Foundation is exempt from federal
income tax under Section 501(c)(3) of the Internal Revenue Code. In the event of dissolution of Foundation, all
assets shall inure to the Seminary.  All significant intercompany accounts and transactions have been eliminated.

Basis of Presentation

These financial statements of the Seminary have been prepared and are presented in conformity with accounting
principles generally accepted in the United States of America (GAAP). The Seminary is required to report
information regarding its financial position and activities according to the following net asset classifications:

Net assets without donor restrictions:  Net assets that are not subject to donor-imposed restrictions and may
be expended for any purpose in performing the primary objectives of the Seminary.  These net assets may be
used at the discretion of the Seminary's management and the board of directors.

Net assets with donor restrictions:  Net assets subject to stipulations imposed by donors and grantors.  Some
donor restrictions are temporary in nature; those restrictions will be met by actions of the Seminary or by the
passage of time. Other donor restrictions are perpetual in nature, where by the donor has stipulated the funds
be maintained in perpetuity. 

Donor restricted contributions are reported as increases in net assets with donor restrictions.  When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without
donor restrictions in the statements of activities.

Basis of Accounting

The consolidated financial statements of the Seminary have been prepared on the accrual basis of accounting.
Accordingly, revenues are recognized when earned and expenses are recorded when incurred.

Revenue and Support

Revenues and support for the Seminary are primarily derived from tuition, fees, and contributions from donors
and supporters of the Seminary. Contributions received are recorded as net assets with donor restrictions and net
assets without donor restrictions depending on the existence and/or nature of donor restrictions.
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Recognition of Donor Restrictions

The Seminary reports gifts of cash and other assets as net asset with donor restrictions if they are received with
donor stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A
donor restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished.  At that
time net assets with donor restrictions are reclassified to net assets without donor restrictions.  If a stipulated time
restriction ends or a purpose restriction is accomplished during the year the donation is received, the donation is
recognized as net assets without donor restrictions revenue.  

The Seminary reports gifts of cash and other assets as net assets with donor restrictions if they are received with
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the
income derived from the donated asset for general or restricted purposes.

Revenue Recognition

Contributions are recognized as revenues in the period when unconditional promises to give are received.
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on
which they depend are substantially met.  Contributions to be received after one year are discounted at an
appropriate discount rate commensurate with the risks involved.  Amortization of the discount is recorded as
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions.  

An allowance for uncollectible receivables is provided based upon management’s judgment including such factors
as prior collection history, type of contribution and nature of fund raising activity.

Investment returns on endowment and similar funds are reported as follows:

 as changes in net assets with donor restrictions if the terms of the gift require that they be added to the
principal of a permanent endowment fund;

 as changes in net assets with donor restrictions if the terms of the gift impose a time or purpose
restriction on the use of the income;

 as changes in net assets without donor restrictions in all other cases.

Donated Assets

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment,
or expense account.  In the absence of donor restrictions, donated assets are reported as revenue without donor
restrictions.

Donated Services

Occasionally, the Seminary receives support in the form of donated services.  Those services are recognized as
revenue without donor restrictions if the services received (a) create or enhance nonfinancial assets or (b) require
specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if
not provided by contribution.  Contributed services that do not meet these criteria are not recognized as revenue.
No such amounts were recorded in the financial statements for the years ended July 31, 2021 and 2020.
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Classification of Revenue and Expenses

Operating activities include items which are directly related to the Organization's program activities or are essential
support elements of those programs. Depreciation and interest expense have been allocated to related operating
activities. Interest income and gains or losses on disposals of assets or liabilities do not meet the Organization's
criteria for operating activities and are included with other revenue and expenses.

Estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles
(GAAP) requires management to make estimates and assumptions that affect certain reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period.  Accordingly, actual results could differ from those
estimates.  The most significant estimates included in these financial statements are depreciation, the valuation of
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of
certain expenses.

Concentrations

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash
equivalents and investments.  The Seminary places its cash with high-credit quality financial institutions and
periodically maintains deposits in amounts which exceed FDIC insurance coverage.  Management believes the
risk of incurring material losses related to this credit risk is remote.  The Seminary currently invests primarily in
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids
significant concentration of credit risk with respect to these investments.

Programs

The Seminary’s core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and
dedicated to professional excellence and lifelong learning.  The Seminary pursues its mission through the
execution of these major programs:

Academic and student    - providing a biblically-based education for undergraduate, graduate, and postgraduate
degrees in theology, church music and worship, educational ministries, and evangelism
and missions; along with campus life activities, placement and employment services

Auxiliary enterprises      - providing housing, dining, recreational, and other services to students and staff

Administrative support   - providing support for program activities and general operations

Facilities operations       - providing for maintenance and care of facilities, grounds, and equipment

Cash and Cash Equivalents

For the purposes of financial reporting, the Seminary considers all short-term investments, with an original
maturity of three months or less, to be cash equivalents.
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Accounts Receivable

The Seminary’s accounts receivable are due primarily from students.  Credit is extended to students and collateral
is not required.  Accounts receivable are due at the beginning of each term. Amounts are reported net of an
allowance for doubtful accounts.  Accounts outstanding beyond the beginning of the term are considered past due.
The Seminary determines its allowance by considering a number of factors, including the length of time student
receivables are past due and the Seminary’s previous loss history.  The Seminary writes off accounts receivable
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the
allowance for doubtful accounts.  Typically, students whose accounts are not current are not allowed to enroll in
future classes.  Allowance for doubtful accounts for the years ended July 31, 2021 and 2020, was $1,310,309 and
$779,005, respectively.

Investments

Investments in debt, equity securities, and mineral rights are stated at fair value.  The net realized and unrealized
gains and losses on investments are reflected in the Statement of Activities.  Investments received by gift or
bequest are recorded at fair value at the date of effective receipt.  If fair value is not determinable at date of
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value
is determinable.  Purchased investments or debt securities which are not marketable with readily determinable fair
values are carried at cost unless there has been an impairment of value considered to be other than temporary.  

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties.  Distributions
from the trusts are recorded as endowment income and the carrying value of the investments is the current market
value of underlying assets.

Fair Value Measurements

The Seminary follows FASB Accounting Standards Codification Topic 820, Fair Value Measurement. Topic 820
defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements.  Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.  Topic 820 establishes a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad
levels.

The Seminary adopted the provisions of Accounting Standards Update (ASU) No. 2015-07, Disclosures for
Investments in Certain Entities That Calculate Net Asset Value per Share (or its equivalent). ASU No. 2015-07
amends ASC Topic 820, Fair Value Measurement, to remove the requirements to categorize within the fair value
hierarchy all investments for which fair value is measured using the net asset value (NAV) per share practical
expedient.   The information provided in Note 14 in these financial statements has been updated to comply with
the provisions of this ASU.

Split-Interest Agreements

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and
charitable gift annuities.  At the dates these trusts are established, assets and contribution revenues are recognized
at the present value of the estimated future benefits to be received when the trust assets are distributed.  The
receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change
in value of split-interest agreements.  Liabilities under split-interest agreements are calculated based upon current
actuarial assumptions used by trustees of the agreements.
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Advertising Costs

The Seminary uses advertising to promote its major programs to the general public.  The costs of advertising are
expensed as incurred.  Advertising expense was $488,341 and $406,271 for the years ended July 31, 2021 and
2020, respectively.  

Property, Plant,  and Equipment

Property, plant, and equipment are recorded at acquisition cost.  Donated assets are recorded at fair market value
at the time of receipt.  The Seminary capitalizes assets with a cost greater than $3,500.  Betterments and renewals
are capitalized.  Maintenance and repairs are charged to operations when incurred.  Depreciation is computed
using the straight-line method over the following estimated useful lives:

Buildings.................................................................................................................. 30-40 years
Equipment................................................................................................................   5-10 years
Improvements other than buildings..........................................................................      30 years

Impairment of Long-lived Assets

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances
indicate the carrying value of an asset may not be recoverable.  An impairment loss is recognized when the
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets.  Assets to
be disposed of are reported at the lower of their carrying amount or fair value, less cost to sell.  Management is of
the opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount.

Unconditional Promises to Give

The Seminary records unconditional promises to give when a promise to give is communicated in writing with
specific amounts and due dates for those donors with an established history of giving.  Unconditional promises are
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible
accounts.  Unconditional promises are written off when determined to be uncollectible.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional basis in
the Statement of Activities.  Accordingly, certain expenses have been allocated among the programs and
supporting services benefited.

Compensated Absences

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other
factors.  Compensated absences for vacation leave have not been accrued since they cannot be reasonably
estimated. The Seminary’s policy is to recognize these costs when actually paid.

Interest Rate Swap Agreement

The Seminary uses a derivative to manage risks related to interest rate movements.  The Seminary’s interest-rate
swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss
in the Statement of Activities. The Seminary’s risk management strategy is to stabilize cash flow requirements by
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate.
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3. LIQUIDITY AND AVAILABLE RESOURCES

The following represents the Seminary's financial assets at July 31, 2021 and 2020:

2021 2020

Cash and cash equivalents............................................................................ $ 6,669,447 $ 12,043,556
Accounts and contributions receivable......................................................... 1,126,356 1,317,110
Notes receivable........................................................................................... 9,142 28,374
Investments................................................................................................... 76,274,235 63,642,546
Endowments held in perpetuity by others.................................................... 74,919,293 62,549,412
Annuities and trusts held by others.............................................................. 17,200,797 15,379,687
Other assets................................................................................................... 474,334 422,458

Total financial assets.............................................................................. 176,673,604 155,383,143

Amounts not available to be used within one year, due to:

Contribution and accounts receivable ......................................................... - (120,000)
Perpetual and term endowments and accumulated earnings not
convertible to cash within the next 12 months............................................. (72,814,000) (60,442,000)
Endowments held in perpetuity by others not convertible to cash within
the next 12 months........................................................................................ (72,039,000) (59,749,000)
Investments held in trusts and various state required annuity reserves........ (17,200,797) (15,379,687)
Investments in board designated endowments............................................. (623,750) (470,872)

Total amounts not available to be used within one year........................ (162,677,547) (136,161,559)

Financial assets available to meet general expenditures 
over the next twelve months.................................................................. $ 13,996,057 $ 19,221,584

Financial assets are considered unavailable when illiquid or not convertible to cash within one year, trust assets,
perpetual endowments, or because the governing board has set aside the funds for specific contingency reserves
and projects or a long-term investment as board designated endowments.  The Seminary structures its financial
assets to be available as its general expenditures, liabilities, and other obligations come due. 

The Seminary also has an unsecured $5,000,000 line of credit, which was not drawn upon at July 31, 2021.  The
line of credit matures in March 2022.  The interest rate is LIBOR, with interest due monthly and principal due
upon maturity.
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4. REVENUE FROM CONTRACTS WITH CUSTOMERS

The Seminary’s only customers are its students.  Contracts with students are of three types:  1) education-related
tuition and fees, 2) dormitory rentals (with meal plan), and 3) dining fees (for students living on-campus in non-
dorm facilities or off-campus).  Performance obligations associated with education-related contracts consist of
providing professional, accredited instruction in course subject matter for the associated academic term, assigning
a grade consistent with the student’s performance, and recording that grade in an official, permanent transcript.
Dormitory rental (with meal plan) contracts obligate the Seminary to provide acceptable accommodations,
utilities, maintenance, security, adequate parking, and nutritional meals of acceptable quality and quantity.  Dining
fee contracts obligate the Seminary to only providing nutritional meals of acceptable quality and quantity.  Even
though the Seminary provides each of these contracted services over the entire period of the academic term, no
refunds or prorated adjustments are available to students after the second week of classes.   Therefore, the
Seminary fully recognizes revenue from these contracts in the first accounting period of each academic term.

5. FUNCTIONAL EXPENSES

Operating activities include items which are directly related to the Seminary's program services or are essential
support elements of those programs. The costs of providing the Seminary's various programs and supporting
services have been summarized in the table below, which reports certain categories of expenses that are
attributable to more than one program or supporting activity. Accordingly, these expenses have been allocated
among the programs and supporting services benefited using allocation bases determined by management and that
are reasonable and consistently applied. Interest income and gains or losses on disposals of assets or liabilities do
not meet the Seminary's criteria for operating activities and are included with other non-operating activities. 

Total expenses include all operating expenses and net periodic pension cost. 

2021

Program Activities Supporting Activities

Academic and
student programs Auxiliaries

Administrative
Support

Facilities
Operation and
Maintenance Total expenses

Salaries and wages........................ $ 8,464,393 $ 619,910 $ 4,539,265 $ 2,190,133 $ 15,813,701
Employee benefits........................ 3,114,815 216,381 2,186,532 987,870 6,505,598
Depreciation and amortization...... - - - 4,093,005 4,093,005
Services, supplies, and other......... 1,459,529 1,212,317 3,279,504 278,537 6,229,887
Occupancy, utilities, and
     maintenance............................. 62,160 1,273,048 2,263,893 2,806,380 6,405,481
Interest.......................................... - 391,813 - - 391,813
Transfer between functions........... (33,778) 1,109,165 74,826 (1,153,355) (3,142)
Depreciation and amortization,

allocated by function.............. 2,148,828 1,685,090 150,213 (3,984,131) -

Total expenses.............................. $ 15,215,947 $ 6,507,724 $ 12,494,233 $ 5,218,439 $ 39,436,343
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2020

Program Activities Supporting Activities

Academic and
student programs Auxiliaries

Administrative
Support

Facilities
Operation and
Maintenance Total expenses

Salaries and wages........................ $ 8,911,564 $ 1,159,529 $ 4,674,477 $ 2,627,295 $ 17,372,865
Employee benefits........................ 3,023,536 375,604 2,201,472 754,449 6,355,061
Depreciation and amortization...... - - - 4,045,899 4,045,899
Services, supplies, and other......... 1,717,337 623,340 2,209,086 1,228,542 5,778,305
Occupancy, utilities, and
     maintenance............................. 91,135 1,209,059 1,823,029 2,261,814 5,385,037
Interest.......................................... - 837,653 21,625 - 859,278
Transfer between functions........... 121,027 1,026,104 18,123 (1,210,903) (45,649)
Depreciation and amortization,

allocated by function.............. 2,124,097 1,665,697 148,485 (3,938,279) -

Total expenses.............................. $ 15,988,696 $ 6,896,986 $ 11,096,297 $ 5,768,817 $ 39,750,796

6.           UNCONDITIONAL PROMISES TO GIVE

Scheduled maturities of unconditional promises to give at July 31, are as follows:

2021 2020

Less than one year......................................................................................... $ 120,000 $ 120,000
One to five years........................................................................................... - 120,000

Total unconditional promises to give...................................................... 120,000 240,000
Unamortized discount at 0.90% and 1.20%, respectively...................... - (4,251)

Net unconditional promises to give.................................................. $ 120,000 $ 235,749

7. FUNDRAISING ACTIVITIES

Fundraising expense for the years ended July 31, 2021 and 2020, was $1,525,535 and $1,373,574, respectively,
These expenses are included in institutional support in the accompanying Statement of Activities.

8. COOPERATIVE PROGRAM

One significant source of Seminary revenue is the Cooperative Program of the SBC.  Churches participating in the
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the
Seminary and other entities.  The Seminary received $7,045,972 and $7,377,175 from the SBC for the years ended
July 31, 2021 and 2020, respectively.
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Distributions by state, as provided by the SBC Executive Committee for years ended July 31, are as follows:

2021 2020

Alabama......................................................................................................... $ 699,551 $ 708,662
Alaska............................................................................................................ 4,425 4,595
Arizona.......................................................................................................... 49,611 47,222
Arkansas........................................................................................................ 345,286 357,302
California....................................................................................................... 84,960 71,854
Colorado........................................................................................................ 27,663 24,832
Dakota............................................................................................................ 3,879 4,383
Florida............................................................................................................ 556,494 558,855
Georgia.......................................................................................................... 567,867 615,323
Hawaii Pacific................................................................................................ 8,570 9,834
Illinois............................................................................................................ 80,911 86,946
Indiana........................................................................................................... 26,460 29,833
Iowa............................................................................................................... 21,519 15,166
Kansas-Nebraska........................................................................................... 31,033 30,127
Kentucky........................................................................................................ 360,679 370,345
Louisiana....................................................................................................... 234,036 248,356
Maryland-Delaware....................................................................................... 55,951 61,682
Michigan........................................................................................................ 12,881 12,032
Minnesota-Wisconsin.................................................................................... 10,303 8,452
Mississippi..................................................................................................... 413,066 455,353
Missouri......................................................................................................... 215,381 225,246
Montana......................................................................................................... 6,960 7,309
Nevada........................................................................................................... 15,103 18,768
New England................................................................................................. 7,289 7,802
New Mexico.................................................................................................. 33,347 41,039
New York...................................................................................................... 8,281 8,896
North Carolina............................................................................................... 430,776 440,409
Northwest...................................................................................................... 20,895 22,224
Ohio............................................................................................................... 78,429 86,989
Oklahoma....................................................................................................... 373,949 387,391
Pennsylvania-South Jersey............................................................................ 11,231 11,727
Puerto Rico/U.S. Virgin Islands.................................................................... 541 228
South Carolina............................................................................................... 397,555 414,902
Tennessee....................................................................................................... 525,914 607,935
Texas-BGCT.................................................................................................. 363,846 380,902
Texas-SBTC.................................................................................................. 564,097 557,577
Utah-Idaho..................................................................................................... 9,004 8,485
Virginia-BGAV............................................................................................. 32,590 32,243
Virginia-SBCV.............................................................................................. 170,273 177,686
West Virginia................................................................................................. 17,698 18,418
Wyoming....................................................................................................... 2,787 4,138

6,881,091 7,181,468
Churches and individuals.............................................................................. 164,881 195,707

Total Cooperative Program Allocation.................................................... $ 7,045,972 $ 7,377,175
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9. INVESTMENTS

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are
recorded in the Statement of Activities.  Investments consist of the following as of July 31: 

2021 2020

Money market funds .................................................................................. $ 1,605,103 $ 542,922
Private equity.............................................................................................. 7,012,341 615,482
Other Foundations and 3rd party trusts....................................................... 92,120,089 78,055,029

100,737,533 79,213,433
Investments measured at net asset value..................................................... 67,656,792 62,358,212

Investments, net of restricted cash....................................................... $ 168,394,325 $ 141,571,645

The “Investments measured at net asset value” and “Private equity” categories include interest in certain limited
partnerships and limited liability corporations and is carried at fair value as provided by the investment managers.
The amounts realized upon disposition of these investments may differ from the value reflected in the financial
statements and the differences could be material.  Certain partnership agreements are restricted as to resale and
may require advance notice for redemption or withdrawal.

The Seminary’s investments in partnerships is subject to various risk factors arising from the investment activities
of the underlying instruments of the partnerships, including market, credit, and currency risk.  The Seminary’s risk
of loss as of July 31, 2021 and 2020, in any of its investment partnerships is limited to the value of the investment
at July 31, 2021 and 2020. Investment fees are netted against dividend and interest income.

The following schedule details investment returns for the years ended July 31:

Dividend and interest income..................................................................... $ 5,292,878 $ 3,372,187
Net realized gains on investments.............................................................. 3,548,316 3,079,203
Net unrealized gain (loss) on investments.................................................. 21,167,177 (2,150,994)

Total..................................................................................................... $ 30,008,371 $ 4,300,396

10. PROPERTY, PLANT, AND EQUIPMENT

Property and equipment consists of the following at July 31:

Land ........................................................................................................... $ 2,028,483 $ 2,028,483
Buildings..................................................................................................... 157,306,878 152,706,805
Equipment................................................................................................... 16,334,374 16,474,777
Improvements other than buildings............................................................. 15,609,300 11,746,059
Library books/microfilm/antiquities........................................................... 14,566,967 14,385,662

205,846,002 197,341,786
Less accumulated depreciation............................................................ (75,196,298) (71,338,584)

Total..................................................................................................... $ 130,649,704 $ 126,003,202
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Buildings include construction in progress for existing facilities totaling $7,260,145 at July 31, 2021.

11. EMPLOYEE BENEFITS

Defined Contribution Retirement Plan

The Seminary provides all full - time employees with a defined contribution retirement plan which is administered
by GuideStone Financial Resources of the Southern Baptist Convention under Internal Revenue Code Section
403(b) and Treasury regulations related thereto.  The Seminary contributes 10% of the participant's salary to the
plan and also matches the participant's contributions up to a maximum of 5% of their salary based upon prior
years of service eligibility. The Seminary’s contribution for the years ended July 31, 2021 and 2020, was
$1,303,716 and $1,461,701, respectively.

Postretirement and Postemployment Benefits

The Seminary provides postretirement benefits to retired employees.  The following table sets forth the future
obligations at July 31:

2021 2020

Accumulated benefit costs.......................................................................... $ 884,510 $ 953,494
Employer contributions (benefit paid)........................................................ (59,734) (65,300)
Net periodic benefit cost............................................................................. 37,781 83,681
Comprehensive Income.............................................................................. (47,031) (317,497)
Discount rate assumed................................................................................ 2.34% 1.97%

The Seminary provides postemployment benefits to retired employees.  The following table sets forth the future
obligations at July 31:

Accumulated benefit costs.......................................................................... $ 442,935 $ 441,508
Employer contributions (benefit paid)........................................................ (37,168) (44,794)
Net periodic benefit cost............................................................................. 38,595 1,077
Discount rate assumed................................................................................ 2.58% 2.23%

12. NET ASSETS

Net assets without donor restrictions:

Current operations........................................................................................... $ (14,944,156) $ (10,096,862)
Notes payable.................................................................................................. (16,280,384) (22,020,389)
Endowment..................................................................................................... 12,589,769 2,986,662
Invested in property, plant and equipment...................................................... 130,649,704 126,003,202
Unfunded postretirement benefits................................................................... (884,510) (953,494)
Unfunded postemployment benefits............................................................... (442,935) (441,508)

Total net assets without donor restrictions.............................................. $ 110,687,488 $ 95,477,611
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Net assets with donor restrictions, temporary in nature and met by passage of
time consists of the following:

2021 2020

Capital projects.............................................................................................. $ 5,218,499 $ 4,115,741
Scholarships................................................................................................... 13,604,015 13,463,557
Other............................................................................................................... 2,409,024 2,607,431

Total net assets, temporary in nature....................................................... $ 21,231,538 $ 20,186,729

Net assets with donor restrictions, perpetual in nature and stipulated by the
donor consists of the following:

Annuity and life income funds....................................................................... $ 5,580,232 $ 4,660,466
Endowment funds.......................................................................................... 137,206,157 123,200,076
Other............................................................................................................... 76,850 76,850

Total net assets, perpetual in nature........................................................ 142,863,239 127,937,392

Total net assets with donor restrictions................................................... 164,094,777 148,124,121

Total net assets............................................................................. $ 274,782,265 $ 243,601,732

Net assets released during the years ended July 31 are for the following
purposes:

Capital projects.............................................................................................. $ - $ 199,004
Scholarships................................................................................................... 5,433,964 5,509,838
Reclass from restricted endowments.............................................................. (1,264,913) -
Other............................................................................................................... 404,742 221,345

Total net assets released............................................................... $ 4,573,793 $ 5,930,187

13. ENDOWMENT INVESTMENTS

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets.  Endowment assets include net assets
with donor restricted funds that the Seminary must hold in perpetuity or for a donor-specified period(s) as well as
board-designated funds.  Under this policy, as approved by the Board of Trustees, the endowment assets are
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while
assuming moderate levels of investment risk.  The Seminary expects its endowment funds, over time, to provide
an average rate of return of approximately 8% annually.  Actual returns in any given year may vary from this
amount.

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary
relies on a total return strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends).  The Seminary targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term return objectives
within prudent risk constraints.
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Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment funds
average fair value based on a 16 quarter moving average of portfolio values.  This is consistent with the
Seminary's objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term
as well as to provide additional real growth through new gifts and investment return.   The Board of Trustees has
the right to recommend against expenditure of earnings or gains in any given year due to factors such as financial
market conditions or poor investment performance.

Funds Held in Trust by Others - A substantial portion of the Seminary’s endowment assets is held by Baptist
entities throughout the United States.  These entities do not report net assets with donor restrictions on the amount
to retain as a fund of perpetual duration.  Consequently, the Seminary records changes in the market value of
investments held in trust for the benefit of the Organization as though the donor specifies the undistributed funds
be considered included in the fund for perpetual duration.

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted
endowment funds may fall below the original gift value (become “underwater”).  In accordance with GAAP and
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIFA), deficiencies of this nature are
classified in net assets with donor restrictions.  As of July 31, 2021 and 2020, material deficiencies (5.0% or
greater) of this nature exist in 261 and 437 donor-restricted endowment funds, respectively,  which together have
a original gift value of $24,829,126 and $41,721,105, respectively, and a market value of $20,293,713 and
$32,245,795, respectively.  These deficiencies resulted primarily from unfavorable market conditions that
occurred shortly after the investment of new perpetually restricted contributions, along with continuing
distributions for the program purposes designated by the donors.

Restrictions - Endowment investments are either net assets with donor restrictions or net assets without donor
restrictions.  Donor contributions and earnings that are permanently reinvested at donor direction, and earnings
from funds held in trust by others are treated as net assets with donor restrictions.  Other market value changes,
whether realized or unrealized gains and losses or income (net of expenses) of donor-restricted endowments and
all board-designated endowments are placed in the unrestricted category.

Endowments as of July 31, 2021, are composed of the following:

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds and market value
changes of donor-restricted endowment funds.......................... $ 11,966,019 $137,206,157 $ 149,172,176
Board-designated ...................................................................... 623,750 - 623,750

Total...................................................................................... $ 12,589,769 $137,206,157 $ 149,795,926
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The change in endowments for the year ended July 31, 2021, is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Beginning of the period............................................................. $ 2,986,662 $ 123,200,076 $ 126,186,738
Change in investment................................................................ 9,555,107 12,324,917 21,880,024
Contributions............................................................................. 48,000 1,681,164 1,729,164

End of period........................................................................ $ 12,589,769 $ 137,206,157 $ 149,795,926

Endowments as of July 31, 2020, are composed of the following:

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds and market value
changes of donor-restricted endowment funds......................... $ 2,515,790 $ 123,200,076 $ 125,715,866
Board-designated ..................................................................... 470,872 - 470,872

Total..................................................................................... $ 2,986,662 $ 123,200,076 $ 126,186,738

The change in endowments for the year ended July 31, 2020, is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Beginning of the period............................................................ $ 13,310,454 $ 121,373,822 $ 134,684,276
Change in investment............................................................... (10,371,792) (33,868) (10,405,660)
Contributions............................................................................ 48,000 1,860,122 1,908,122

End of period....................................................................... $ 2,986,662 $ 123,200,076 $ 126,186,738

14. FAIR VALUE MEASUREMENT

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit
price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, the Seminary uses various valuation approaches.  A fair value hierarchy for inputs is
used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable
inputs by requiring that the most observable inputs are to be used when available.
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The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 – Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the
Seminary has the ability to access.

Level 2 – Valuations based on inputs, other than quoted prices included in Level 1, which are observable either
directly or indirectly.

Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to
quoted market prices and other relevant information generated by market transactions.
 
Fair values for investment in partnerships have been estimated using the net asset value (NAV) per share of the
investments as provided by the fund managers.  Individual fund managers rely on a variety of inputs that are
available according to the type of investment strategy in use.

Multi-strategy and long/short hedge funds typically utilize the NAV provided by the underlying investee.  The
Valuation Committee established by each fund manager also takes into account information provided within
audited and unaudited financial statements and performance reports of the underlying investee.  In addition, third
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by
the fund’s Valuation Committee.

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly
traded.  The fair value of these securities is not readily determinable.  These investments are valued on at least a
quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles
generally accepted in the United States (US GAAP).  The Board of Directors or Valuation Committee determines
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation
firms.

Private equity funds fair values are supported by information received from the investee funds such as monthly net
asset values, investor reports, and audited financial statements, when available.  The fund Valuation Committee
may consider other factors, including subscription and redemption rights, expected discounted cash flows,
transactions in the secondary market, bids received from potential buyers, and overall market conditions in its
determination of fair value.

Investments by category level at July 31, 2021, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds............................................... $ 83,536,736 $ 82,890,881 $ - $ 645,855
Annuities, net....................................................... 5,580,232 5,580,232 - -

Total investments subject to fair value
hierarchy.............................................................. 89,116,968 $ 88,471,113 $ - $ 645,855
Investments measured at net asset value.............. 67,656,792

Total............................................................... $156,773,760
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Investments by category level at July 31, 2020, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................ $ 63,833,746 $ 63,218,264 $ - $ 615,482
Annuities, net........................................................ 4,660,466 4,660,466 - -

Total investments subject to fair value
hierarchy............................................................... 68,494,212 $ 67,878,730 $ - $ 615,482
Investments measured at net asset value............... 62,358,212

Total............................................................... $130,852,424

The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant
unobservable inputs, are as follows:

Balance at July 31, 2019............................................................................... $ 1,008,784
Redemptions.................................................................................................. (301,718)
Subscriptions................................................................................................. 10,792
Change in estimated fair value...................................................................... (102,376)

Balance at July 31, 2020............................................................................... 615,482
Redemptions.................................................................................................. (232,752)
Subscriptions................................................................................................. 38,176
Change in estimated fair value...................................................................... 224,949

Balance at July 31, 2021................................................................................. $ 645,855

15. NOTES PAYABLE

In fiscal year 2012, the Seminary entered into a financing arrangement (“Loan”) with a bank, for the purpose of
paying for construction of 252 new student housing units.  The Loan is structured with $16,000,000 of tax-exempt
bonds and a $7,000,000 taxable loan with the bank.  The tax-exempt portion of the loan is amortized over 20
years, with the final payment due December 15, 2021. Interest calculation is based upon 65% of the 90-day
LIBOR rate plus 156 basis points. The 90-day LIBOR rate is .25% at July 31, 2021 and 2020, respectively.  From
December 2011 to December 2013, quarterly payments were for interest only, with both principal reduction and
interest payments beginning in January 2014.  The taxable portion of the loan was due December 30, 2018, with
interest calculated as 90-day LIBOR rate plus 200 basis points.  This portion of the Loan was renewed and
extended to mature on December 15, 2021, with the same interest provision.  The Loan is secured with deeds of
trust on land and buildings, with a net book value of $24,214,485 in Fort Worth, Texas.

Scheduled principal payments and total loans outstanding at July 31, 2021.

2022............................................................................................................. $ 16,226,507

Liability on swap agreement................................................................... 77,877
Debt issue cost........................................................................................ (24,000)

Total amount outstanding.................................................................. $ 16,280,384
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The Seminary entered into an interest rate swap as a hedge against exposure to variances in interest rates applied
to the loans.  The differential interest required to be paid or that will be received under these agreements is
accrued consistent with the terms of the agreements and is recognized in the Statements of Activities and included
in these Notes Payable. The interest rate for the bonds is established quarterly based upon 65% of the 90-Day
LIBOR plus 1.56% (1.72% at July 31, 2021 and 2020, respectively).  The notional principal amount of the swap
agreements are $10,000,000 and $6,000,000. The agreements effectively fix the Seminary’s interest rate exposure
at 3.25% for a period of ten years ending December 2021.

Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to
be recognized at fair value as either assets or liabilities in the Statements of Financial Position.  Accordingly,
$77,877 and $250,511, which is representative of the value of the swap agreements at July 31, 2021 and 2020,
respectively, is included in Notes Payable on the Statement of Financial Position.  Value has been measured based
on an estimate of the amount needed to settle the agreement as calculated by the counterparty to the swap
agreement.  Such calculations were based on changes in market conditions and/or assumptions underlying the
valuation models.

In April 2020, the Seminary obtained a 1% interest bearing Paycheck Protection Program loan through the Small
Business Administration (SBA) for $4,550,500.  The Paycheck Protection Program is a loan that helps businesses
keep their workforce employed during the Coronavirus crisis.  The Seminary used the funds for qualifying
expenses according to the SBA. In June 2021, SBA forgave the loan and the Seminary recorded a gain of
extinguishment of debt of $4,550,500.  

The Seminary paid interest for the years ending July 31, 2021 and 2020, of $559,446 and $716,991, respectively.

16. CHARITABLE GIFT ANNUITIES

The Seminary enters into split interest agreements with donors whereby, in exchange for the gift from the donor,
the Seminary is obligated to provide an annuity to the donor or other designated beneficiaries during their
lifetimes.  At July 31, 2021, five annuities are active.  The assets and liabilities associated with these annuities are
accounted for as indicated in Note 2, Split-Interest Agreements.

17. LEASE COMMITMENTS

The Seminary has non-cancelable operating leases for equipment expiring in 2026.  Lease expenses were
$363,816 and $242,376 for the years ended July 31, 2021 and 2020, respectively.  The Seminary's future
minimum lease payments under the lease agreements are as follows for the five years ended July 31:

2022.............................................................................................................. $ 325,666
2023.............................................................................................................. 248,052
2024.............................................................................................................. 105,798
2025.............................................................................................................. 66,165
2026.............................................................................................................. 10,889

Total future minimum lease payments................................................. $ 756,570
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18. ACCOUNTING FOR UNCERTAIN TAX POSITIONS

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business
activities.  The Seminary is subject to unrelated business income tax on certain rental activities.  The Seminary
paid no taxes for unrelated business income tax in 2021 and 2020 as expenses exceeded revenues.  The Seminary
believes that it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax
positions that are material to the financial statements.

19. ENERGY SAVINGS CONTRACT

In March 2021, the Seminary entered into an energy services contract with Ideal Impact (Company).  The purpose
of the contract is to upgrade equipment to optimize energy savings for electricity and gas usage.  The Seminary
shall pay the Company a total project fee of $1,987,591 only upon actual energy savings over the baseline year. 
The baseline year is the 12 months preceding March  2020.  The Company will bill the Seminary 80% of actual
energy savings over the baseline year, per quarter until the $1,987,591 is paid.  The Seminary benefits from the
20% difference with lower utility bills.  The Seminary is not liable to pay the Company if the actual current energy
costs exceed the baseline year and no cost savings are recognized.  

20. CONTINGENCY

The Seminary is a defendant in a pending litigation, asserting claims by a former student of the Seminary, related
to an alleged sexual offense occurring on Seminary property.  Presently, discovery responses are ongoing
according to the timelines established by law and/or by agreement of the parties.  At this stage, there is no
reasonable prediction of the outcome of the case, or of any potential liability of the Seminary.  The Seminary has
tendered the lawsuit to its insurance carrier, who is providing the Seminary a defense subject to a reservation of
rights.

21. SUBSEQUENT EVENTS

The Seminary has evaluated subsequent events through October 11, 2021, the date the financial statements were
available to be issued.
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Independent Auditors' Report

To the Board of Trustees
The Southwestern Baptist Theological Seminary
Fort Worth, Texas

Opinion

We have audited the accompanying financial statements of The Southwestern Baptist Theological Seminary (a Texas
nonprofit corporation), which comprise the statements of financial position as of July 31, 2022 and 2021, and the related
statements of activities, and cash flows for the years then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of The
Southwestern Baptist Theological Seminary, as of July 31, 2022 and 2021, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 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 Southwestern Baptist Theological Seminary
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter

As discussed in Note 17 to the financial statements, the accompanying financial statements for fiscal year 2021 have been
restated to correct an error made in a prior year. Our opinion is not modified with respect to that matter.

 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 accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

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

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 opinion. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.



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

 Exercise professional judgment and maintain professional skepticism throughout the audit.
 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and

design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of The
Southwestern Baptist Theological Seminary's internal control. Accordingly, no such opinion is expressed.

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

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

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

Irving, Texas
November 11, 2022



THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Statements of Financial Position
July 31, 2022 and 2021

Assets: 2022 2021

Cash and cash equivalents ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,720,618 $ 6,669,447
Accounts receivables, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................413,123 99,550
Unconditional promises to give, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 120,000
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................637,898 474,334
Notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,025 9,142
Investments:

Endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................142,295,273 149,795,926
Split-interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,376,459 17,200,797
Other investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,989 1,397,602

Total investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................157,676,721 168,394,325

Property, plant, and equipment, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................130,637,867 131,631,608

Total assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 291,094,252 $ 307,398,406

Liabilities and net assets:

Liabilities:

Accounts payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,738,699 $ 1,648,684
Accrued salaries and benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................821,524 905,292
Deposits and agency funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................402,724 595,100
Deferred income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................176,889 163,573
Notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................17,495,422 16,280,384
Lease obligations................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................849,874 981,903
Liability under annuity contracts................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................10,048,525 11,620,565
Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................646,647 884,510
Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................355,985 442,935

Total liabilities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................32,536,289 33,522,946

Net Assets:

Net assets - without donor restrictions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................92,812,650 109,780,683
Net assets - with donor restrictions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................165,745,313 164,094,777

Total net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................258,557,963 273,875,460

Total liabilities and net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$291,094,252 $ 307,398,406

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY
Statement of Activities
For the Year Ended July 31, 2022

2022

Changes in net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Revenues and other additions:

Tuition and fees................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,414,811 $ - $ 12,414,811
Scholarship and fellowships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(5,741,710) - (5,741,710)
Gifts:

Cooperative Program................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,995,362 - 6,995,362
Student aid................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 3,256,677 3,256,677
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,634,176 1,402,632 4,036,808

Investment income available for operations................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,408,227 2,610,720 7,018,947
Auxiliary enterprises................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,074,224 - 6,074,224
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................507,813 - 507,813
Net assets released from restriction................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,524,103 (6,524,103) -

Total revenue................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................33,817,006 745,926 34,562,932

Expenses and other deductions:

Academic and student programs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,338,826 - 15,338,826
Administrative support................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,689,861 - 13,689,861
Auxiliaries................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,557,019 - 7,557,019
Facilities operation and maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,143,223 - 6,143,223

Total operating expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................42,728,929 - 42,728,929

Change in net assets from operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,911,923) 745,926 (8,165,997)

Non-operating activities:

Gifts - permanently restricted endowments and annuities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 4,515,484 4,515,484
Change in value of investments (net)................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,109,090) (5,257,834) (13,366,924)
Change in value of split interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 1,646,960 1,646,960
Gain on sale of property................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................52,980 - 52,980

Total non-operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,056,110) 904,610 (7,151,500)

Change in net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(16,968,033) 1,650,536 (15,317,497)

Net assets, beginning of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................109,780,683 164,094,777 273,875,460

Net assets, end of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 92,812,650 $165,745,313 $258,557,963

The accompanying notes are an integral part of these financial statements.
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2021

Changes in net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Revenues and other additions:

Tuition and fees................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,450,260 $ - $ 12,450,260
Scholarship and fellowships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(5,433,964) - (5,433,964)
Gifts:

Cooperative Program................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,045,972 - 7,045,972
Student aid................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 3,181,609 3,181,609
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................10,950,958 1,189,310 12,140,268

Auxiliary enterprises................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,169,797 - 5,169,797
Investment income available for operations................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,193,533 2,452,053 6,645,586
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................394,241 - 394,241
Net assets released from restriction................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,573,793 (4,573,793) -

Total revenue................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................39,344,590 2,249,179 41,593,769

Expenses and other deductions:

Academic and student programs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,215,947 - 15,215,947
Administrative support................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................12,494,233 - 12,494,233
Auxiliaries................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,507,724 - 6,507,724
Facilities operation and maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,218,439 - 5,218,439

Total operating expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................39,436,343 - 39,436,343

Change in net assets from operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(91,753) 2,249,179 2,157,426

Non-operating activities:

Endowment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 1,681,165 1,681,165
Change in value of investments (net)................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................10,435,621 12,927,164 23,362,785
Change in value of split interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- (886,852) (886,852)
Gain on extinguishment of debt................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,550,500 - 4,550,500
Gain on sale of property................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................315,509 - 315,509

Net non-operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,301,630 13,721,477 29,023,107

Change in net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,209,877 15,970,656 31,180,533

Net assets, beginning of year ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................95,477,611 148,124,121 243,601,732

Net assets, end of year, as previously reported................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................110,687,488 164,094,777 274,782,265

Prior period adjustment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(906,805) - (906,805)

Net assets, end of year as restated................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$109,780,683 $164,094,777 $273,875,460

The accompanying notes are an integral part of these financial statements.
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Change in cash and cash equivalents: 2022 2021

Change in net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ (15,317,497) $ 31,180,533

Adjustments to reconcile change in net assets to net cash utilized by operating activities:

Depreciation ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,330,822 4,117,005
Gain on extinguishment of debt................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- (4,550,500)
Amortization................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................324,498 -
Principal portion of lease liabilities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(312,436) -
Contributions restricted for endowment and acquisition of long-term assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(5,281,159) (2,765,518)
Gain (loss) on disposal of fixed assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................10,066 (315,509)
Non-cash contributions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(142,955) (2,643,197)
Change in value of swap liability................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(77,877) (172,634)
Net unrealized and realized gain on investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................14,378,194 (24,917,126)
Investment income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(4,188,957) (1,572,006)
Change in value of split-interest funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(1,572,040) 941,120
Changes in operating assets and liabilities:

Receivables................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(313,573) 75,006
Unconditional promises to give................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................120,000 115,749
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(163,564) (51,876)
Accounts payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................90,017 (556,330)
Other accrued expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(276,144) (320,188)
Deferred income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,316 (199,239)
Accrued postretirement benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(237,863) (68,984)
Accrued postemployment benefit obligation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(86,950) 1,427

Total adjustments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,613,395 (32,882,800)

Net cash utilized by operating activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,704,102) (1,702,267)

Cash flows from investing activities:

Proceeds from sale and maturities of investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................11,878,485 22,844,677
Proceeds from notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,117 19,231
Purchase of investments ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(11,411,985) (20,574,804)
Proceeds from sale of property and equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................307,272 422,466
Investment in construction in progress ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(2,811,199) (7,001,078)
Purchase of property, plant, and equipment ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(604,518) (1,106,982)

Net cash (utilized) provided by investing activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(2,640,828) (5,396,490)

Cash flows from financing activities:

Proceeds from issuance of notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,611,271 -
Principal payments on notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(496,329) (1,040,870)
Contributions restricted for endowments and  acquisition of long-term assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,281,159 2,765,518

Net cash provided by financing activities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,396,101 1,724,648

Net decrease in cash and cash equivalents................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(4,948,829) (5,374,109)

Cash and cash equivalents, beginning of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,669,447 12,043,556

Cash and cash equivalents, end of year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,720,618 $ 6,669,447

The accompanying notes are an integral part of these financial statements.
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THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Financial Statements

1. NATURE OF ORGANIZATION

The Southwestern Baptist Theological Seminary, (the "Seminary") is incorporated under the laws of the State of
Texas as a not-for-profit religious organization.  The primary purpose of the Seminary is to provide theological
education for men and women preparing for Christian ministry.  The Seminary’s primary location is in Fort Worth,
Texas. 

The Seminary is supported by the Southern Baptist Convention (SBC) and is an entity of that Convention.  The
Seminary is economically dependent on the SBC and others for financial support.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

These financial statements of the Seminary have been prepared and are presented in conformity with accounting
principles generally accepted in the United States of America (GAAP). The Seminary is required to report
information regarding its financial position and activities according to the following net asset classifications:

Net assets without donor restrictions:  Net assets that are not subject to donor-imposed restrictions and may
be expended for any purpose in performing the primary objectives of the Seminary.  These net assets may be
used at the discretion of the Seminary's management and the board of directors.

Net assets with donor restrictions:  Net assets subject to stipulations imposed by donors and grantors.  Some
donor restrictions are temporary in nature; those restrictions will be met by actions of the Seminary or by the
passage of time. Other donor restrictions are perpetual in nature, where by the donor has stipulated the funds
be maintained in perpetuity. 

Donor restricted contributions are reported as increases in net assets with donor restrictions.  When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without donor
restrictions in the statements of activities.

Basis of Accounting

The financial statements of the Seminary have been prepared on the accrual basis of accounting.  Accordingly,
revenues are recognized when earned and expenses are recorded when incurred.

Revenue and Support

Revenues and support for the Seminary are primarily derived from tuition, fees, and contributions from donors and
supporters of the Seminary. Contributions received are recorded as net assets with donor restrictions and net assets
without donor restrictions depending on the existence and/or nature of donor restrictions.
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Notes to Financial Statements

Recognition of Donor Restrictions

The Seminary reports gifts of cash and other assets as net assets with donor restrictions if they are received with
donor stipulations limiting the use of the donated assets if the restrictions are not met in the period of receipt. A
donor restriction expires when a stipulated time restriction ends or a purpose restriction is accomplished.  At that
time net assets with donor restrictions are reclassified to net assets without donor restrictions.  If a stipulated time
restriction ends or a purpose restriction is accomplished during the year the donation is received, the donation is
recognized as net assets without donor restrictions revenue.  

The Seminary reports gifts of cash and other assets as net assets with donor restrictions if they are received with
donor stipulations that resources be maintained permanently but permits the Seminary to use part or all of the
income derived from the donated asset for general or restricted purposes.

Revenue Recognition

Contributions are recognized as revenues in the period when unconditional promises to give are received.
Conditional promises to give are not recognized until they become unconditional, that is when the conditions on
which they depend are substantially met.  Contributions to be received after one year are discounted at an
appropriate discount rate commensurate with the risks involved.  Amortization of the discount is recorded as
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions.  

An allowance for uncollectible receivables is provided based upon management’s judgment including such factors
as prior collection history, type of contribution and nature of fund raising activity.

Investment returns on endowment and similar funds are reported as follows:

 as changes in net assets with donor restrictions if the terms of the gift require that they be added to the
principal of a permanent endowment fund;

 as changes in net assets with donor restrictions if the terms of the gift impose a time or purpose restriction
on the use of the income;

 as changes in net assets without donor restrictions in all other cases.

Donated Assets

Donated property is recorded at fair market value on the date of receipt in the appropriate investment, equipment,
or expense account.  In the absence of donor restrictions, donated assets are reported as revenue without donor
restrictions.

Donated Services

Occasionally, the Seminary receives support in the form of donated services.  Those services are recognized as
revenue without donor restrictions if the services received (a) create or enhance nonfinancial assets or (b) require
specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if
not provided by contribution.  Contributed services that do not meet these criteria are not recognized as revenue.
No such amounts were recorded in the financial statements for the years ended July 31, 2022 and 2021.
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Classification of Revenue and Expenses

Operating activities include items which are directly related to the Organization's program activities or are essential
support elements of those programs. Depreciation and interest expense have been allocated to related operating
activities. Interest income and gains or losses on disposals of assets or liabilities do not meet the Organization's
criteria for operating activities and are included with other revenue and expenses.

Estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles
(GAAP) requires management to make estimates and assumptions that affect certain reported amounts of assets and
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period.  Accordingly, actual results could differ from those
estimates.  The most significant estimates included in these financial statements are depreciation, the valuation of
certain level 3 investments, the interest rate swap agreement, the accrued benefit obligations, and allocation of
certain expenses.

Concentrations

Financial instruments, which potentially subject the Seminary to concentrations of credit risk, are cash and cash
equivalents and investments.  The Seminary places its cash with high-credit quality financial institutions and
periodically maintains deposits in amounts which exceed FDIC insurance coverage.  Management believes the risk
of incurring material losses related to this credit risk is remote.  The Seminary currently invests primarily in
common stock, mutual funds and partnerships. Management believes diversity within the portfolio avoids
significant concentration of credit risk with respect to these investments.

Programs

The Seminary’s core values are exemplified in its efforts to be Christ-centered, grounded in Scripture, globally
minded, supportive of the local church, encouraging of Godly character, pursuit of lifelong relationships, and
dedicated to professional excellence and lifelong learning.  The Seminary pursues its mission through the execution
of these major programs:

Academic and student    - providing a biblically-based education for undergraduate, graduate, and postgraduate
degrees in theology, church music and worship, educational ministries, and evangelism
and missions; along with campus life activities, placement and employment services

Auxiliary enterprises      - providing housing, dining, recreational, and other services to students and staff

Administrative support   - providing support for program activities and general operations

Facilities operations       - providing for maintenance and care of facilities, grounds, and equipment
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Cash and Cash Equivalents

For the purposes of financial reporting, the Seminary considers all short-term investments, with an original
maturity of three months or less, to be cash equivalents.

Accounts Receivable

The Seminary’s accounts receivable are due primarily from students.  Credit is extended to students and collateral
is not required.  Accounts receivable are due at the beginning of each term. Amounts are reported net of an
allowance for doubtful accounts.  Accounts outstanding beyond the beginning of the term are considered past due.
The Seminary determines its allowance by considering a number of factors, including the length of time student
receivables are past due and the Seminary’s previous loss history.  The Seminary writes off accounts receivable
when they are deemed uncollectible, and payments subsequently received on such receivables are credited to the
allowance for doubtful accounts.  Typically, students whose accounts are not current are not allowed to enroll in
future classes.  Allowance for doubtful accounts for the years ended July 31, 2022 and 2021, was $999,483 and
$1,310,309, respectively.

Investments

Investments in debt, equity securities, and mineral rights are stated at fair value.  The net realized and unrealized
gains and losses on investments are reflected in the Statement of Activities.  Investments received by gift or
bequest are recorded at fair value at the date of effective receipt.  If fair value is not determinable at date of
effective receipt, assets received by gift or bequest are recorded at a nominal value until such time as the fair value
is determinable.  Purchased investments or debt securities which are not marketable with readily determinable fair
values are carried at cost unless there has been an impairment of value considered to be other than temporary.  

The Seminary is the beneficiary of certain perpetual trusts held and administered by third parties.  Distributions
from the trusts are recorded as endowment income and the carrying value of the investments is the current market
value of underlying assets.

Fair Value Measurements

The Seminary follows FASB Accounting Standards Codification Topic 820, Fair Value Measurement. Topic 820
defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements.  Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.  Topic 820 establishes a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad
levels.

The Seminary adopted the provisions of Accounting Standards Update (ASU) No. 2015-07, Disclosures for
Investments in Certain Entities That Calculate Net Asset Value per Share (or its equivalent). ASU No. 2015-07
amends ASC Topic 820, Fair Value Measurement, to remove the requirements to categorize within the fair value
hierarchy all investments for which fair value is measured using the net asset value (NAV) per share practical
expedient.   The information provided in Note 14 in these financial statements has been updated to comply with the
provisions of this ASU.
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Split-Interest Agreements

The Seminary is the beneficiary of split-interest agreements which are irrevocable charitable remainder trusts and
charitable gift annuities.  At the dates these trusts are established, assets and contribution revenues are recognized
at the present value of the estimated future benefits to be received when the trust assets are distributed.  The
receivables are adjusted during the term of the trusts for changes in the value of assets, accretions of the discount
and other changes in the estimates of future benefits which are reflected in the Statement of Activities as a change
in value of split-interest agreements.  Liabilities under split-interest agreements are calculated based upon current
actuarial assumptions used by trustees of the agreements.

Advertising Costs

The Seminary uses advertising to promote its major programs to the general public.  The costs of advertising are
expensed as incurred.  Advertising expense was $551,162 and $488,341 for the years ended 2022 and 2021,
respectively.  

Property, Plant,  and Equipment

Property, plant, and equipment are recorded at acquisition cost.  Donated assets are recorded at fair market value at
the time of receipt.  The Seminary capitalizes assets with a cost greater than $3,500.  Betterments and renewals are
capitalized.  Maintenance and repairs are charged to operations when incurred.  Depreciation is computed using the
straight-line method over the following estimated useful lives:

Buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 30-40 years
Equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................   5-10 years
Improvements other than buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................      30 years

Impairment of Long-lived Assets

Management evaluates its long-lived assets for financial impairment whenever events or changes in circumstances
indicate the carrying value of an asset may not be recoverable.  An impairment loss is recognized when the
estimated undiscounted future cash flows from the assets are less than the carrying value of the assets.  Assets to be
disposed of are reported at the lower of their carrying amount or fair value, less cost to sell.  Management is of the
opinion that the carrying amount of its long-lived assets does not exceed their estimated recoverable amount.

Unconditional Promises to Give

The Seminary records unconditional promises to give when a promise to give is communicated in writing with
specific amounts and due dates for those donors with an established history of giving.  Unconditional promises are
evaluated annually as to collectability and reserves for doubtful promises are provided for estimated uncollectible
accounts.  Unconditional promises are written off when determined to be uncollectible.
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Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional basis in the
Statement of Activities.  Accordingly, certain expenses have been allocated among the programs and supporting
services benefited.

Compensated Absences

Employees of the Seminary are entitled to paid vacation leave depending upon their length of service and other
factors.  Compensated absences for vacation leave have not been accrued since they cannot be reasonably
estimated. The Seminary’s policy is to recognize these costs when actually paid.

Interest Rate Swap Agreement

The Seminary uses a derivative to manage risks related to interest rate movements.  The Seminary’s interest-rate
swap contracts are reported at fair value. The change in the swap contract's fair value is reported as a gain or loss in
the Statement of Activities. The Seminary’s risk management strategy is to stabilize cash flow requirements by
maintaining a swap contract which effectively converts variable-rate debt to a fixed rate.

New Accounting Pronouncements

In 2022, the Seminary adopted the provisions of Accounting Standards Update (ASU) No. 2016-02, Leases (Topic
842).  The new standard clarifies the definition of a lease and causes lessee to recognize leases on the balance sheet
as a lease liability with a corresponding right-of-use asset for leases with a lease term of more than one year.  This
change does not have a material impact on the Seminary's financial statements and have been applied to the
financial statements and footnotes on a modified retrospective basis.

In 2022, the Seminary adopted, and retrospectively applied, the provisions of Accounting Standards Update (ASU)
No. 2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed Non-Financial Assets. ASU
No. 2020-07 amends ASC Topic 958, Not-for-Profit Entities, and improves generally accepted accounting
principles (GAAP) by increasing the transparency of contributed nonfinancial assets for not-for-profit (NFP)
entities through enhancements to presentation and disclosure.  This change does not have a material impact on the
Seminary's financial statements.

Change in Presentation

Certain amounts from the prior year financial statements have been reclassified to conform to the current year's
financial statement presentation and enhance comparability between periods. This change has no effect on total net
assets or the total change in net assets for the year ended July 31, 2021.
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3. LIQUIDITY AND AVAILABLE RESOURCES

The following represents the Seminary's financial assets at July 31, 2022 and 2021:

2022 2021

Cash and cash equivalents................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 1,720,618 $ 6,669,447
Accounts and contributions receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................413,123 219,550
Notes receivable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,025 9,142
Investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................70,484,422 76,274,236
Endowments held in perpetuity by others................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................71,815,840 74,919,293
Annuities and trusts held by others................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,376,458 17,200,797
Other assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................637,898 474,334

Total financial assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................160,456,384 175,766,799

Amounts not available to be used within one year, due to:

Perpetual and term endowments and accumulated earnings not
convertible to cash within the next twelve months................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(67,024,000) (72,814,000)
Endowments held in perpetuity by others not convertible to cash within
the next twelve months................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(68,936,000) (72,039,000)
Investments held in trusts and various state required annuity reserves................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(15,376,458) (17,200,797)
Investments in board designated endowments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(593,010) (623,750)

Total amounts not available to be used within one year................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(151,929,468) (162,677,547)

Financial assets available to meet general expenditures 
over the next twelve months................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 8,526,916 $ 13,089,252

Financial assets are considered unavailable when illiquid or not convertible to cash within one year, trust assets,
perpetual endowments, or because the governing board has set aside the funds for specific contingency reserves
and projects or a long-term investment as board designated endowments.  The Seminary structures its financial
assets to be available as its general expenditures, liabilities, and other obligations come due. 

The Seminary has an unsecured line of credit (LOC) agreement in the amount of $5,000,000.  The LOC has been
drawn upon during the current year in the amount of $1,600,000, all of which is outstanding at July 31, 2022.  The
line of credit matures in March 2023.  The interest rate is variable, indexed to the prime rate as quoted in the most
recently published issue of the Wall Street Journal ("WSJ") (US Edition).  The rate at July 31, 2022 is 5.5%.  The
interest rate will be no less that 3.5% and no greater than the maximum rate allowed by applicable law.  For
purposes of this Note, the "maximum rate allowed by applicable law" means the greater of (A) the maximum rate
of interest permitted under federal or other law applicable to the indebtedness evidenced by this Note, or (B) the
"Weekly Ceiling" as referred to in Sections 303.002 and 303.003 of the Texas Finance Code. Interest is due
monthly and principal is due upon maturity.

Page 13 of 27



THE SOUTHWESTERN BAPTIST THEOLOGICAL
SEMINARY

Notes to Financial Statements

4. REVENUE FROM CONTRACTS WITH CUSTOMERS

The Seminary’s only customers are its students.  Contracts with students are of three types:  1) education-related
tuition and fees, 2) dormitory rentals (with meal plan), and 3) dining fees (for students living on-campus in non-
dorm facilities or off-campus).  Performance obligations associated with education-related contracts consist of
providing professional, accredited instruction in course subject matter for the associated academic term, assigning
a grade consistent with the student’s performance, and recording that grade in an official, permanent transcript.
Dormitory rental (with meal plan) contracts obligate the Seminary to provide acceptable accommodations, utilities,
maintenance, security, adequate parking, and nutritional meals of acceptable quality and quantity.  Dining fee
contracts obligate the Seminary to only providing nutritional meals of acceptable quality and quantity.  Even
though the Seminary provides each of these contracted services over the entire period of the academic term, no
refunds or prorated adjustments are available to students after the second week of classes.   Therefore, the
Seminary fully recognizes revenue from these contracts in the first accounting period of each academic term.

5. FUNCTIONAL EXPENSES

Operating activities include items which are directly related to the Seminary's program services or are essential
support elements of those programs. The costs of providing the Seminary's various programs and supporting
services have been summarized in the table below, which reports certain categories of expenses that are attributable
to more than one program or supporting activity. Accordingly, these expenses have been allocated among the
programs and supporting services benefited using allocation bases determined by management and that are
reasonable and consistently applied. Interest income and gains or losses on disposals of assets or liabilities do not
meet the Seminary's criteria for operating activities and are included with other non-operating activities. 

Total expenses include all operating expenses and net periodic pension cost. 

2022

Program Activities Supporting Activities

Academic and
student programs Auxiliaries

Administrative
Support

Facilities
Operation and
Maintenance Total expenses

Salaries and wages................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 8,389,059 $ 729,524 $ 5,026,814 $ 2,071,629 $ 16,217,026
Employee benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,550,160 218,864 2,135,543 1,076,182 5,980,749
Depreciation and amortization................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - - 4,296,606 4,296,606
Services, supplies, and other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,867,046 994,898 4,155,436 157,890 7,175,270
Leasing cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................129,449 56,634 132,511 60,918 379,512
Occupancy, utilities, and
     maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................145,387 2,239,909 2,068,644 3,683,698 8,137,638
Interest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,007 534,346 5,775 - 542,128
Transfer between functions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 1,013,931 7,453 (1,021,384) -
Depreciation and amortization,

allocated by function................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,255,718 1,768,913 157,685 (4,182,316) -

Total expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 15,338,826 $ 7,557,019 $ 13,689,861 $ 6,143,223 $ 42,728,929
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2021

Program Activities Supporting Activities

Academic and
student programs Auxiliaries

Administrative
Support

Facilities
Operation and
Maintenance Total expenses

Salaries and wages................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 8,464,393 $ 619,910 $ 4,539,265 $ 2,190,133 $ 15,813,701
Employee benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,114,815 216,381 2,186,532 987,870 6,505,598
Depreciation and amortization................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - - 4,093,005 4,093,005
Services, supplies, and other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,459,529 1,212,317 3,279,504 278,537 6,229,887
Occupancy, utilities, and
     maintenance................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................62,160 1,273,048 2,263,893 2,806,380 6,405,481
Interest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- 391,813 - - 391,813
Transfer between functions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(33,778) 1,109,165 74,826 (1,153,355) (3,142)
Depreciation and amortization,

allocated by function................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,148,828 1,685,090 150,213 (3,984,131) -

Total expenses................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 15,215,947 $ 6,507,724 $ 12,494,233 $ 5,218,439 $ 39,436,343

6. FUNDRAISING ACTIVITIES

Fundraising expense for the years ended July 31, 2022 and 2021, was $2,335,291 and $1,525,535, respectively,
These expenses are included in institutional support in the accompanying Statement of Activities.

7. COOPERATIVE PROGRAM

One significant source of Seminary revenue is the Cooperative Program of the SBC.  Churches participating in the
Cooperative Program contribute to the SBC, which passes funds (according to an allocation formula) to the
Seminary and other entities.  The Seminary received $6,995,361 and $7,045,972 from the SBC for the years ended
July 31, 2022 and 2021, respectively.
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Distributions by state, as provided by the SBC Executive Committee for years ended July 31, are as follows:

2022 2021

Alabama................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 682,336 $ 699,551
Alaska................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4,463 4,425
Arizona................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................50,034 49,611
Arkansas................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................335,257 345,286
California................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................73,416 84,960
Colorado................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................19,215 27,663
Dakota................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,772 3,879
Florida................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................518,300 556,494
Georgia................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................534,368 567,867
Hawaii Pacific................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................7,648 8,570
Illinois................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................76,142 80,911
Indiana................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................26,455 26,460
Iowa................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................25,854 21,519
Kansas-Nebraska................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................27,949 31,033
Kentucky................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................353,541 360,679
Louisiana................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................233,864 234,036
Maryland-Delaware................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................57,300 55,951
Michigan................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................14,105 12,881
Minnesota-Wisconsin................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................9,149 10,303
Mississippi................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................467,836 413,066
Missouri................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................202,657 215,381
Montana................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,519 6,960
Nevada................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,081 15,103
New England................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................6,675 7,289
New Mexico................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................33,869 33,347
New York................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,016 8,281
North Carolina................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................434,584 430,776
Northwest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................18,810 20,895
Ohio................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................78,396 78,429
Oklahoma................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................367,979 373,949
Pennsylvania-South Jersey................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................11,423 11,231
Puerto Rico/U.S. Virgin Islands................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................638 541
South Carolina................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................382,390 397,555
Tennessee................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................639,550 525,914
Texas-BGCT................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................344,849 363,846
Texas-SBTC................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................537,592 564,097
Utah-Idaho................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................8,137 9,004
Virginia-BGAV................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................30,242 32,590
Virginia-SBCV................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................167,740 170,273
West Virginia................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................16,759 17,698
Wyoming................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,313 2,787

6,834,223 6,881,091
Churches and individuals................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................161,138 164,881

Total Cooperative Program Allocation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 6,995,361 $ 7,045,972
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8. INVESTMENTS

The Seminary carries marketable securities at fair market value and realized and unrealized gains and losses are
recorded in the Statement of Activities.  Investments consist of the following as of July 31: 

2022 2021

Money market funds ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 181,155 $ 1,605,103
Private equity................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,442,579 7,012,341
Private debt................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,815,475 -
Other Foundations and 3rd party trusts................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................87,251,461 92,120,089

93,690,670 100,737,533
Investments measured at net asset value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................63,986,051 67,656,792

Investments, net of restricted cash................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 157,676,721 $ 168,394,325

The “Investments measured at net asset value” and “Private equity” categories include interest in certain limited
partnerships and limited liability corporations and is carried at fair value as provided by the investment managers.
The amounts realized upon disposition of these investments may differ from the value reflected in the financial
statements and the differences could be material.  Certain partnership agreements are restricted as to resale and
may require advance notice for redemption or withdrawal.

The Seminary’s investments in partnerships is subject to various risk factors arising from the investment activities
of the underlying instruments of the partnerships, including market, credit, and currency risk.  The Seminary’s risk
of loss as of July 31, 2022 and 2021, in any of its investment partnerships is limited to the value of the investment
at July 31, 2022 and 2021. Investment fees are netted against dividend and interest income.

The following schedule details investment returns for the years ended July 31:
2022 2021

Dividend and interest income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 7,845,311 $ 5,292,878
Net realized gains on investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,082,181 3,548,316
Net unrealized gain (loss) on investments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(16,275,468) 21,167,177

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ (6,347,976) $ 30,008,371
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9. PROPERTY, PLANT, AND EQUIPMENT

Property and equipment consists of the following at July 31:
2022 2021

Land ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,028,483 $ 2,028,483
Buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................160,419,900 157,406,219
Equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................16,275,265 16,334,374
Improvements other than buildings................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................15,635,000 15,509,960
Library books/microfilm/antiquities................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................14,651,898 14,566,967
Right of Use Assets - Operating, net of amortization................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................830,749 981,904

209,841,295 206,827,907
Less accumulated depreciation................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(79,203,428) (75,196,298)

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 130,637,867 $ 131,631,609

Buildings include construction in progress for existing facilities totaling $2,558,138 at July 31, 2022.

10. LEASES

The Organization is the lessee of office printer equipment, vehicles, postage equipment and ice machine under
operating leases expiring in various years through 2026. The net book value of the right of use assets is $830,749.
The assets and liabilities under operating leases are recorded at the present value of the minimum lease payments.
The assets are amortized over the lease term. Amortization of operating lease right of use assets is included in lease
expense. Accumulated amortization for these assets was $331,561 at July 31, 2022.

Minimum future lease payments under operating leases as of July 31, 2022, are as follows:

2023................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 371,185
2024................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................338,503
2025................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................176,669
2026................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................21,092

Total minimum lease payments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................907,449
Less amount representing interest................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(57,575)

Present value of net minimum operating lease payments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 849,874

Below is a summary of lease costs for the year ended July 31, 2022:

Interest on operating lease liability................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 47,950
Amortization of operating lease right-of-use assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................331,561

Total lease cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 379,511
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Other information:

Right-of-use assets obtained in exchange for new operating lease................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................180,407
Weighted-average remaining lease term-operating leases................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................18.1 months
Weighted-average discount rate-operating leases................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5.0%

11. EMPLOYEE BENEFITS

Defined Contribution Retirement Plan

The Seminary provides all full - time employees with a defined contribution retirement plan which is administered
by GuideStone Financial Resources of the Southern Baptist Convention under Internal Revenue Code Section
403(b) and Treasury regulations related thereto.  The Seminary contributes 10% of the participant's salary to the
plan and also matches the participant's contributions up to a maximum of 5% of their salary based upon prior years
of service eligibility. The Seminary’s contribution for the years ended July 31, 2022 and 2021, was $1,526,545 and
$1,303,716, respectively.

Postretirement and Postemployment Benefits

The Seminary provides postretirement benefits to retired employees.  The following table sets forth the future
obligations at July 31:

2022 2021

Accumulated benefit costs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 646,647 $ 884,510
Employer contributions (benefit paid)................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(43,379) (59,734)
Net periodic benefit cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................34,127 37,781
Comprehensive Income................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(228,611) (47,031)
Discount rate assumed................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4.12% 2.34%

The Seminary provides postemployment benefits to retired employees.  The following table sets forth the future
obligations at July 31:

Accumulated benefit costs................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 355,985 $ 442,935
Employer contributions (benefit paid)................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(65,182) (37,168)
Net periodic benefit cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(21,768) 38,595
Discount rate assumed................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................4.14% 2.58%
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12. NET ASSETS

2022 2021
Net assets without donor restrictions:

Current operations................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ (23,276,383) $ (15,850,961)
Notes payable................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(17,495,422) (16,280,384)
Endowment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................3,949,220 12,589,769
Invested in property, plant and equipment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................130,637,867 130,649,704
Unfunded postretirement benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(355,985) (884,510)
Unfunded postemployment benefits................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(646,647) (442,935)

Total net assets without donor restrictions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 92,812,650 $ 109,780,683

Net assets with donor restrictions, temporary in nature and met by passage of
time consists of the following:

Capital projects................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 5,750,258 $ 5,218,499
Scholarships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,801,108 13,604,015
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................2,416,574 2,409,024

Total net assets, temporary in nature................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 21,967,940 $ 21,231,538

Net assets with donor restrictions, perpetual in nature and stipulated by the
donor consists of the following:

Annuity and life income funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 5,327,934 $ 5,580,232
Endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................138,346,054 137,206,157
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................103,385 76,850

Total net assets, perpetual in nature................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................143,777,373 142,863,239

Total net assets with donor restrictions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................165,745,313 164,094,777

Total net assets................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 258,557,963 $ 273,875,460

Net assets released during the years ended July 31 are for the following
purposes:

Scholarships................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 5,518,710 $ 5,433,964
Capital projects................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................510,625 -
Reclass from restricted endowments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- (1,264,913)
Other................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................494,768 404,742

Total net assets released................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 6,524,103 $ 4,573,793
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13. ENDOWMENT INVESTMENTS

Return Objectives and Risk Parameters - The Seminary has adopted investment and spending policies for
endowment assets that attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets.  Endowment assets include net assets
with donor restricted funds that the Seminary must hold in perpetuity or for a donor-specified period(s) as well as
board-designated funds.  Under this policy, as approved by the Board of Trustees, the endowment assets are
invested in a manner that is intended to produce returns that equal inflation plus annual distribution, while
assuming moderate levels of investment risk.  The Seminary expects its endowment funds, over time, to provide an
average rate of return of approximately 8% annually.  Actual returns in any given year may vary from this amount.

Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the Seminary
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends).  The Seminary targets a diversified asset allocation that
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent
risk constraints.

Spending Policy and How the Investment Objectives Relate to the Spending Policy - The Seminary has a policy of
appropriating for distribution each year a percentage (generally between 4% and 6%) of its endowment funds
average fair value based on a 16 quarter moving average of portfolio values.  This is consistent with the Seminary's
objective to maintain purchasing power of endowment assets held in perpetuity or for a specified term as well as to
provide additional real growth through new gifts and investment return.   The Board of Trustees has the right to
recommend against expenditure of earnings or gains in any given year due to factors such as financial market
conditions or poor investment performance.

Funds Held in Trust by Others - A substantial portion of the Seminary’s endowment assets is held by Baptist
entities throughout the United States.  These entities do not report net assets with donor restrictions on the amount
to retain as a fund of perpetual duration.  Consequently, the Seminary records changes in the market value of
investments held in trust for the benefit of the Organization as though the donor specifies the undistributed funds
be considered included in the fund for perpetual duration.

Underwater Funds - From time to time, the market value of assets associated with individual donor-restricted
endowment funds may fall below the original gift value (become “underwater”).  In accordance with GAAP and
the Texas Uniform Prudent Management of Institutional Funds Act (TUPMIFA), deficiencies of this nature are
classified in net assets with donor restrictions.  As of July 31, 2022 and 2021, material deficiencies (5.0% or
greater) of this nature exist in 435 and 261 donor-restricted endowment funds, respectively,  which together have a
original gift value of $46,597,220 and $24,829,126, respectively, and a market value of $37,450,783 and
$20,293,713, respectively.  These deficiencies resulted primarily from unfavorable market conditions that occurred
shortly after the investment of new perpetually restricted contributions, along with continuing distributions for the
program purposes designated by the donors.

Restrictions - Endowment investments are either net assets with donor restrictions or net assets without donor
restrictions.  Donor contributions and earnings that are permanently reinvested at donor direction, and earnings
from funds held in trust by others are treated as net assets with donor restrictions.  Other market value changes,
whether realized or unrealized gains and losses or income (net of expenses) of donor-restricted endowments and all
board-designated endowments are placed in the unrestricted category.
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Endowments as of  July 31, 2022, are composed of the following:

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds and market value changes
of donor-restricted endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 3,356,209 $138,346,054 $ 141,702,263
Board-designated ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................593,010 - 593,010

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 3,949,219 $138,346,054 $ 142,295,273

The change in endowments for the year ended July 31, 2022, is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Beginning of the period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,589,769 $ 137,206,157 $ 149,795,926
Change in investment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(8,688,550) (3,129,232) (11,817,782)
Contributions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................48,000 4,269,129 4,317,129

End of period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 3,949,219 $ 138,346,054 $ 142,295,273

Endowments as of July 31, 2021, are composed of the following:

Without Donor
Restrictions

With Donor
Restrictions Total

Donor-restricted endowment funds and market value
changes of donor-restricted endowment funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 11,966,019 $ 137,206,157 $ 149,172,176
Board-designated ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................623,750 - 623,750

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,589,769 $ 137,206,157 $ 149,795,926

The change in endowments for the year ended July 31, 2021, is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Beginning of the period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,986,662 $ 123,200,076 $ 126,186,738
Change in investment................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................9,555,107 12,324,917 21,880,024
Contributions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................48,000 1,681,164 1,729,164

End of period................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 12,589,769 $ 137,206,157 $ 149,795,926
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14. FAIR VALUE MEASUREMENT

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit
price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, the Seminary uses various valuation approaches.  A fair value hierarchy for inputs is used
in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs
by requiring that the most observable inputs are to be used when available.

The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 – Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the
Seminary has the ability to access.

Level 2 – Valuations based on inputs, other than quoted prices included in Level 1, which are observable either
directly or indirectly.

Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

Fair values for money market funds, equities, mutual funds, and closed-end funds are determined by reference to
quoted market prices and other relevant information generated by market transactions.
 
Fair values for investment in partnerships have been estimated using the net asset value (NAV) per share of the
investments as provided by the fund managers.  Individual fund managers rely on a variety of inputs that are
available according to the type of investment strategy in use.

Multi-strategy and long/short hedge funds typically utilize the NAV provided by the underlying investee.  The
Valuation Committee established by each fund manager also takes into account information provided within
audited and unaudited financial statements and performance reports of the underlying investee.  In addition, third
party valuation services, broker quotes, estimates, and other alternative valuation techniques may be utilized by the
fund’s Valuation Committee.

Structured credit fund portfolio investments are primarily in the form of debt investments that are not publicly
traded.  The fair value of these securities is not readily determinable.  These investments are valued on at least a
quarterly basis in accordance with a valuation policy which is, at all times, consistent with accounting principles
generally accepted in the United States (US GAAP).  The Board of Directors or Valuation Committee determines
the fair value in good faith based on the input of their Investment Advisor and the respective third-party valuation
firms.

Private equity funds fair values are supported by information received from the investee funds such as monthly net
asset values, investor reports, and audited financial statements, when available.  The fund Valuation Committee
may consider other factors, including subscription and redemption rights, expected discounted cash flows,
transactions in the secondary market, bids received from potential buyers, and overall market conditions in its
determination of fair value.
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Investments by category level at July 31, 2022, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 78,314,211 $ 78,023,535 $ - $ 290,676
Annuities, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,327,934 5,327,934 - -

Total investments subject to fair value
hierarchy................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................83,642,145 $ 83,351,469 $ - $ 290,676
Investments measured at net asset value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................63,986,051

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$147,628,196

Investments by category level at July 31, 2021, are as follows:

Fair Value (Level 1) (Level 2) (Level 3)

Endowment Funds................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 83,536,736 $ 82,890,881 $ - $ 645,855
Annuities, net................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................5,580,232 5,580,232 - -

Total investments subject to fair value
hierarchy................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................89,116,968 $ 88,471,113 $ - $ 645,855
Investments measured at net asset value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................67,656,792

Total................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$156,773,760

The changes in investment in partnerships, which are measured at fair value on a recurring basis using significant
unobservable inputs, are as follows:

Balance at July 31, 2020................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 615,482
Redemptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(232,752)
Subscriptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................38,176
Change in estimated fair value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................224,949

Balance at July 31, 2021................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................645,855
Redemptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(208,537)
Subscriptions................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................13,334
Change in estimated fair value................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(159,976)

Balance at July 31, 2022................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 290,676
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15. NOTES PAYABLE

2022 2021

Principal

Unamortized
Debt Issuance

Cost Principal

Unamortized
Debt Issuance

Cost
4.34% note payable to a financial
institution, secured with  deeds of trust on
land and buildings, with an estimated net
book value of $115,155,220, payable in
quarterly installments through February
2032................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 15,855,346 $ (91,945) $ - $ -

Variable rate (5.50% at July 2022)
unsecured line of credit to a financial
institution, due on March 2023................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................1,600,000 - - -

7.29% note payable to financial
institution, secured by vehicle with a
carrying value of $81,700, payable in
monthly installments through April 2027................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................78,992 - - -

6.54% note payable to financial
institution, secured by vehicle with a
carrying value of $56,000, payable in
monthly installments through March 2027................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................53,029 - - -

Variable rate (1.72% at July 2021) note
payable to a financial institution,
refinanced in 2022................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - 16,226,507 (24,000)

17,587,367 (91,945) 16,226,507 (24,000)

Liability on swap agreement................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................- - 77,877 -

Notes payable, net of current portion................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 17,587,367 $ (91,945) $ 16,304,384 $ (24,000)
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Scheduled principal payments and total loans outstanding at July 31, 2022, for the following five fiscal years ended
July 31, and thereafter are as follows:

2023................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 2,408,596
2024................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................843,338
2025................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................883,565
2026................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................923,903
2027................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................948,440
Thereafter................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................11,579,525

Total scheduled payments................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................17,587,367
Debt issue cost................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................(91,945)

Total amount outstanding................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................$ 17,495,422

Generally accepted accounting principles require derivative instruments, such as interest rate swap agreements, to
be recognized at fair value as either assets or liabilities in the Statements of Financial Position.  Accordingly,
$77,877, which was representative of the value of the swap agreement was included in Notes Payable on the
Statement of Financial Position at July 31, 2021.  Value was measured based on an estimate of the amount needed
to settle the agreement as calculated by the counterparty to the swap agreement.  Such calculations were based on
changes in market conditions and/or assumptions underlying the valuation models.  The Seminary recognized a
$77,877 loss from the termination of the interest rate swap upon the refinance of the $16,226,507 note payable.

In April 2020, the Seminary obtained a 1% interest bearing Paycheck Protection Program loan through the Small
Business Administration (SBA) for $4,550,500.  The Paycheck Protection Program is a loan that helps businesses
keep their workforce employed during the Coronavirus crisis.  The Seminary used the funds for qualifying
expenses according to the SBA. In June 2021, SBA forgave the loan and the Seminary recorded a gain of
extinguishment of debt of $4,550,500.  

The Seminary paid interest for the years ending July 31, 2022 and 2021, of $607,223 and $559,446, respectively.

16. CHARITABLE GIFT ANNUITIES

The Seminary enters into split interest agreements with donors whereby, in exchange for the gift from the donor,
the Seminary is obligated to provide an annuity to the donor or other designated beneficiaries during their lifetimes.
The assets and liabilities associated with these annuities are accounted for as indicated in Note 2, Split-Interest
Agreements.

17. PRIOR PERIOD ADJUSTMENT

The accompanying financial statements for fiscal year 2021 have been restated to correct an error made in a prior
year. For fiscal year 2021, "Tuition and fees" revenue was incorrectly stated, as it included tuition revenue
associated with an academic program that was cancelled before year end. The effect of this restatement was to
decrease accounts receivable and unrestricted net assets by $906,805, as of July 31, 2021.
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18. ACCOUNTING FOR UNCERTAIN TAX POSITIONS

The Seminary is a nonprofit organization that is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code as other than a private foundation, except on net income derived from unrelated business
activities.  The Seminary is subject to unrelated business income tax on certain rental activities.  The Seminary paid
no taxes for unrelated business income tax in 2022 and 2021 as expenses exceeded revenues.  The Seminary
believes that it has appropriate support for any tax positions taken, and as such, does not have any uncertain tax
positions that are material to the financial statements.

19. ENERGY SAVINGS CONTRACT

In March 2021, the Seminary entered into an energy services contract with Ideal Impact (Company).  The purpose
of the contract is to upgrade equipment to optimize energy savings for electricity and gas usage.  The Seminary
shall pay the Company a total project fee of $1,987,591 only upon actual energy savings over the baseline year. 
The baseline year is the 12 months preceding March  2020.  The Company will bill the Seminary 80% of actual
energy savings over the baseline year, per quarter until the $1,987,591 is paid.  The Seminary benefits from the
20% difference with lower utility bills.  The Seminary is not liable to pay the Company if the actual current energy
costs exceed the baseline year and no cost savings are recognized.  

20. CONTINGENCY

The Seminary is a defendant in a pending litigation, asserting claims by a former student of the Seminary, related
to an alleged sexual offense occurring on Seminary property.  Presently, discovery responses are ongoing
according to the timelines established by law and/or by agreement of the parties.  At this stage, there is no
reasonable prediction of the outcome of the case, or of any potential liability of the Seminary.  The Seminary has
tendered the lawsuit to its insurance carrier, who is providing the Seminary a defense subject to a reservation of
rights.

21. SUBSEQUENT EVENTS

The Seminary has evaluated subsequent events through November 11, 2022, the date the financial statements were
available to be issued.
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