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The recently completed Phase 3 of the Altenkirch Lawn Greenway project continues a major interconnect-
ing pedestrian spline within the core of campus; becoming the passageway among all University facilities by
pedestrian traffic and creating an active and vibrant location for outdoor gatherings and events.

Requests for Information

These financial statements are designed to provide a general overview of the University and its component unit’s
financial activities and to demonstrate the University’s accountability. Questions concerning any of the information
provided in this report, or requests for additional information, should be addressed to the Office of Accounting and
Financial Reporting, The University of Alabama in Huntsville, 301 Sparkman Drive, Huntsville, Alabama 35899.
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Report of Independent Auditors
To the Board of Trustees of The University of Alabama
Opinions

We have audited the accompanying financial statements of the business-type activities and the discretely
presented component unit of The University of Alabama in Huntsville (the “University”), a campus of The
University of Alabama System, a component unit of the State of Alabama, which comprise the statements
of net position as of September 30, 2022 and 2021, and the related statements of revenues, expenses, and
changes in net position and of cash flows (where applicable) for the years then ended, including the
related notes (collectively referred to as the “financial statements”).

In our opinion, based on our audit and the report of other auditors, the accompanying financial
statements present fairly, in all material respects, the respective financial position of the business-type
activities and the discretely presented component unit of The University of Alabama in Huntsville as of
September 30, 2022 and 2021, and the respective changes in financial position and, where applicable,
cash flows thereof for the years then ended in accordance with accounting principles generally accepted in
the United States of America.

We did not audit the financial statements of The University of Alabama Huntsville Foundation, the
University’s discretely presented component unit, which statements reflect total assets of $94.4 million
and $88.2 million as of September 30, 2022 and 2021, and an increase in net position of $5.7 million and
$18.9 million for the years then ended. Those statements were audited by other auditors whose report has
been furnished to us, and our opinion, insofar as it relates to the amounts included for the discretely
presented component unit, is based solely on the report of the other auditors.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (“US GAAS”). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the University and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter

As discussed in Note 1, the financial statements of the University are intended to present the financial
position, the changes in financial position, and the cash flows of only that portion of the business-type
activities of the financial reporting entity of The University of Alabama System that is attributable to the
transactions of the University. They do not purport to, and do not, present fairly the financial position of
The University of Alabama System as of September 30, 2022 and 2021, the changes in its financial
position, or its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America. Our opinions are not modified with respect to this 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

PricewaterhouseCoopers LLP, 569 Brookwood Village, Suite 851, Birmingham, AL 35209
T: (205) 414 4000, www.pwc.com/us
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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
erTor.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinions. 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 US GAAS 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 US GAAS, we:

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

e 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.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the University's internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the accompanying
management’s discussion and analysis on pages 5 through 14 and the required supplementary information
for the pension plan and postemployment benefits on pages 61 and 62 be presented to supplement the
basic financial statements. Such information is the responsibility of management and, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
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the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

JFoienrslihoallypes. RV

Birmingham, Alabama
January 27, 2023
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The University of Alabama in Huntsville
Management’s Discussion and Analysis (Unaudited)

The following discussion and analysis provides an overview of the financial performance and activities of The
University of Alabama in Huntsville (the “University” or “UAH”) for the fiscal years ended September 30, 2022 and
2021. This discussion and analysis has been prepared by University management along with the financial state-
ments and related note disclosures, and should be read in conjunction with the financial statements and related note
disclosures. The financial statements, notes and this discussion are the responsibility of management.

Introduction

The University of Alabama in Huntsville is a public co-educational, state-supported research university and is
classified as a ‘very high research activity’ institution by the Carnegie Foundation for the Advancement of
Teaching, placing it among a select group of public universities in America. UAH has six research programs
ranked in the top 25 in the nation, according to the National Science Foundation, including 6" in the United States
in aerospace engineering. UAH is 12" in the nation in NASA-sponsored research and 19" in the nation in DOD
research.

The University offers 89 degree-granting programs that meet the highest standards of excellence, including 42
bachelor's degree programs, 30 master’s degree programs, and 17 doctoral programs through its nine colleges:
Arts, Humanities and Social Sciences; Business; Education; Engineering; Graduate School; Honors; Nursing;
Professional Studies; and Science.

UAH is an autonomous campus within The University of Alabama System (the “System”) and is the anchor tenant
for Cummings Research Park, the second largest university research park in the United States and home to over
300 high technology and research companies.

UAH is ranked as “R1 — Very high research activity” status among doctoral-granting universities in the Carnegie
Classification of Institutes of Higher Education rankings. U.S. News & World Report ranks UAH among the top
eight percent of public universities in the nation. According to PayScale, UAH provides the number one return on
investment of all Alabama schools for both in-state and out-of-state students.

The University expended over $142 million for externally funded projects for the year ended September 30, 2022.
Sponsors of research include federal and state agencies, academic institutions, industry and private foundations.
Research is conducted within the nine individual colleges and through the University’s 17 independent research
centers, laboratories and institutes. UAH also received Public School and College Authority funds and other state
capital appropriation funds in 2022 totaling $7.1 million and $18 million respectively.

Maijor interdisciplinary research thrusts include: modeling and simulation; cybersecurity; systems engineering;
rotorcraft and aerospace engineering; propulsion; optics; space physics and astrophysics; earth and atmospheric
system science; information technology; materials science; biotechnology; nanotechnology; humanities; lean
supply chain, acquisition, and logistics; advanced manufacturing; and artificial intelligence.

COVID-19 Pandemic: In January 2020, the World Health Organization declared the novel Coronavirus ("COVID-
19") a Public Health Emergency of International Concern. The outbreak of COVID-19 caused domestic and global
disruption in operations for institutions of higher education. The outbreak also negatively impacted both the global
financial markets and the University’s investments, including the investments held within the System Pools, and
may continue to do so.

Overview of Financial Statements

The financial statements present comparative financial information for the University and its discretely presented
component unit The University of Alabama in Huntsville Foundation (“UAHF”). The financial information for UAHF
does not form part of the University’s MD&A, financial statements, or footnotes. However, UAHF’s Statements of
Net Position and Statements of Revenues, Expenses, and Changes in Net Position are disclosed separately on
pages 17-18.
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During fiscal year 2022, UAH adopted GASB Statement No. 87, Leases, which establishes a single model for lease
accounting based on the principle that leases serve to finance the right to use an underlying asset. The statement
requires lessees to recognize right-to-use assets and related liabilities, and lessors to recognize receivables and
corresponding deferred inflows of resources, for leases that were previously classified as operating and recognized
as inflows or outflows of resources. The adoption of GASB Statement No. 87 has been reflected at the beginning of
the earliest period presented in the financial statements, or October 1, 2020. For purposes of the MD&A, fiscal year
2020 information does not reflect the adoption of GASB Statement No. 87.

Statements of Net Position

The statements of net position present the assets, deferred outflows of resources, liabilities, deferred inflows of
resources, and net position of the University as of the end of the fiscal years ended September 30, 2022 and 2021.
The purpose of the statements of net position is to present a fiscal snapshot of the University to the readers of the
financial statements.

The statements of net position present the assets available to continue the operations of the University. The
statements also show how much the University owes vendors, bond holders and lending institutions. Finally, the
statements of net position provide a picture of the net position and the availability of resources for expenditure by
the University.

Net position is divided into three major categories. The first category, net investment in capital assets, consists of
investments held for capital purposes, capital assets, net of accumulated depreciation and outstanding principal
balances of debt attributable to the acquisition, construction, or improvement of those assets. The second asset
category is restricted net position, which is further divided into two sub-categories, nonexpendable and expendable.
The corpus of nonexpendable restricted resources, as it pertains to endowments, is only available for investment
purposes, with the income earned thereon available primarily to fund scholarships and fellowships. Expendable
restricted net position is available for expenditure by the University but must be spent for purposes as determined
by donors and/or external entities that have placed a time or purpose restriction on the use of the assets. The final
category is unrestricted net position, which is available to the University as needed.

lt
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A summarized comparison of the University's assets, deferred outflows of resources, liabilities, deferred inflows of
resources, and net position as of September 30 is as follows:

Condensed Statements of Net Position

Current assets
Noncurrent assets:

September 30

2022

2021

2020

$158,126,459

$133,502,792

$ 114,048,255

Endowment, life income and other investments 103,522,443 120,197,213 93,785,403
Capital assets, net 304,570,362 302,315,333 310,845,959
Other 9,886,012 9,437,408 2,424,113
Total assets 576,105,276 565,452,746 521,103,730
Deferred outflows of resources 90,140,786 98,710,616 36,476,893
Current liabilities 85,273,845 88,182,330 85,787,067
Noncurrent liabilities 336,721,378 396,641,004 332,992,839
Total liabilities 421,995,223 484,823,334 418,779,906
Deferred inflows of resources - leases 6,753,327 7,540,024 -
Deferred inflows of resources - pension and OPEB 90,439,348 46,760,728 46,357,210
Total deferred inflows of resources 97,192,675 54,300,752 46,357,210

Net position
Net investment in capital assets 169,028,853 162,862,000 165,514,356
Restricted 32,261,706 29,756,055 21,091,735
Unrestricted (54,232,395) (67,578,779) (94,162,584)

Total net position $147,058,164 $125,039,276 $ 92,443,507

For the year ended September 30, 2022, the University’s current assets increased $24.6 million primarily due to
an increase in cash and cash equivalents of $33.6 million. Endowment, life income and other investments
decreased $16.7 million due to unfavorable returns on endowment investments and investments for capital
activities during 2022. Capital assets, net of depreciation, increased by $2.3 million. Other assets increased by
$449 thousand. Current liabilities decreased $2.9 million. The maijority of this decrease is due to a $1.5 million
decrease in accounts payable and accrued liabilities and a $1.6 million decrease in unearned revenue. Noncurrent
liabilities decreased by approximately $59.9 million, primarily as a result of a decrease in the Pension and OPEB
liabilities of $54.4 million as required by GASB No. 68 and No. 75.

GASB Statements No. 68 and 75 require governmental employers participating in multiemployer cost-sharing
pension and healthcare benefit plans to recognize liabilities for their proportionate share of the unfunded liability
for plans whose actuarial liabilities exceed the plan’s net assets. As required by Alabama statute, all eligible
employees of a qualifying public educational employer must be a member of the Teachers Retirement System of
Alabama (TRS). As a qualifying employer, the University is required to make certain employer contributions on
behalf of its employees participating in TRS's defined benefit pension plan. Additionally, Alabama statutes
permitted the University to opt-in to provide its eligible retirees with healthcare benefits through the Public
Education Employees’ Health Insurance Plan (PEEHIP).

The University recorded a decrease in deferred outflows of resources of $8.6 million primarily due to differences in
expected and actual experience, change in proportion, and projected and actual earnings on investments, offset
by an increase due to change of assumptions. Deferred inflows related to leases decreased from $7.5 million to
$6.8 million. The decrease is due to the regular amortization of the deferred inflows in accordance with GASB 87.
Deferred inflows of resources related to pensions and OPEB increased $43.7 million due primarily to changes in
assumptions and the difference between projected and actual earnings on investments.
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The employer contribution rates for both plans are established annually by TRS and PEEHIP, and adopted by the
Alabama Legislature. Both the TRS employer contribution rate and the employer’s PEEHIP cost for retiree coverage
are based upon the actuarial valuations performed by TRS and PEEHIP, respectively. Although the liabilities
recognized under GASB 68 and 75 meet GASB’s definition of a liability within GASB’s framework for accounting
standards, UAH does not believe that the associated recorded liabilities constitute legal liability for the University,
nor do they open the University to other claims on its resources. See Note 9 and Note 10 to the financial statements
for additional information.

For the year ended September 30, 2021, the University’s current assets increased $19.3 million primarily due to an
increase in cash and cash equivalents of 19.1 million. Endowment, life income and other investments increased
$26.4 million due to favorable endowment investments and investments for capital activities. Capital assets, net of
depreciation, decreased by $8.5 million. Other assets increased by $7 million due to the recording of lease
receivables as a result of the adoption of GASB 87. Current liabilities increased $2.4 million. The majority of this
increase is due to a $7 million increase in accounts payable and accrued liabilities, and a $3.6 million decrease in
deposits held for others. Noncurrent liabilities increased by approximately $63.6 million, primarily the result of an
increase in the Pension and OPEB liability of $69.3 million as required by GASB No. 68 and No. 75

For the year ended September 30, 2022, the University’s total net position increased $22 million. The University’s
net investment in capital assets increased approximately $6.2 million. Restricted net position increased
approximately $2.5 million. The deficit in unrestricted net position decreased approximately $13.3 million. Although
unrestricted net position is not subject to externally imposed stipulations, substantially all of the University's
unrestricted net position has been designed for capital projects, as well as various academic and research programs
and initiatives.

For the year ended September 30, 2021, the University’s total net position increased $32.6 million. The University’s
net investment in capital assets decreased approximately $2.7 million. Restricted net position increased
approximately $8.7 million. The deficit in unrestricted net position was reduced by $26.5 million. Although
unrestricted net position is not subject to externally imposed stipulations, substantially all of the University's
unrestricted net position has been designed for capital projects, as well as various academic and research programs
and initiatives.

Capital Assets

For the years ended September 30, 2022, 2021, and 2020, the University had approximately $636.6 million, $618.2
million, and $609.6 million, invested in capital assets and accumulated depreciation of $332.1 million, $315.9 million,
and $298.7 million, respectively. Depreciation charges for the years ended September 30, 2022, 2021, and 2020,
were $18.9 million, $18.3 million, and $18.1 million, respectively. The following table summarizes the University’s
capital assets, net of accumulated depreciation, as of September 30:

Capital Assets, Net

2022 2021 2020

Land $ 14,050,899 $ 14,050,899 $ 14,050,899
Land improvements and infrastructure, net 7,236,076 4,296,781 5,023,155
Buildings and building improvements, net 261,931,352 264,911,345 273,089,104
Equipment, net 17,498,164 16,273,924 16,061,688
Library books, net 1,229,937 1,296,691 1,254,662
Computer software, net 1,424,532 301,291 242,049
Collections 1,199,402 1,184,402 1,124,402

Total capital assets, net $304,570,362 $302,315,333 $310,845,959
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Major capital projects in 2022 include Shelby Center Interior Renovations, Spragins Hall Interior Renovation & Exte-
rior Signage, Counseling Services Center Renovation in the Conference Training Center, and the Building & Site
Demolition of Executive Plaza.

Additional information about the University’s capital assets is presented in Note 6 to the financial statements.

Debt

This table summarizes outstanding debt by type, as of September 30. Principle and interest on these revenue bonds
are collateralized by a pledge of revenues produced by student housing and student tuition and fees.

2022 2021 2020
Bonds - Current $ 5,580,000 $ 5,327,000 $ 5,225,000
Bonds - Long Term 125,600,000 129,900,000 135,227,000
Lease - Current 194,000 194,000 33,856
Lease - Long Term 19,630 213,630 -
Premium, net 10,780,819 11,798,687 12,410,713
Total debt outstanding $142,174,449 $147,433,317 $152,896,569

Statements of Revenues, Expenses, and Changes in Net Position

Changes in total net position as presented on the statements of net position are based on the activity presented in
the statements of revenues, expenses, and changes in net position, which reflect the University’s results of
operations. This presents the revenues and expenses, both operating and non-operating, along with other changes
in net position.

State appropriations are classified as non-operating, in accordance with GASB accounting standards, because they
are provided by the State Legislature to the University without the Legislature directly receiving commensurate
goods and services in return for those revenues. Without the non-operating revenues, in particular the state
appropriations, the University would not be able to cover its costs of operations. These sources are critical to the
University’s financial stability and directly impact the quality of its programs.
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A summarized comparison of the University's revenues, expenses and changes in net position for the years end-

ed September 30 is as follows:

Condensed Statements of Revenues, Expenses, and Changes in Net Position

Operating revenues:
Tuition and fees
Less: scholarship allowances
Tuition and fees, net
Federal, state and private grants and contracts
Sales and senices of educational activities
Auxiliary, net of $1,356,764 in 2022, $1,955,997 in 2021,
and $2,473,873 in 2020 of scholarship allowances
Total operating revenues
Operating expenses
Operating loss

Nonoperating revenues (expenses):
State educational appropriations
Private gifts
Net investment (loss) income
Grant revenue
Loss on disposal of capital assets
Interest expense
Net nonoperating revenues

Other changes in net position

Increase in net position
Net position, beginning of year

Net position, end of year

Approximately $58.3 million in state appropriations were received for the year ended September 30, 2022, an

increase of 1.6% or $944 thousand from the prior year.

Gross tuition and fees increased approximately $1.3 million for the year ended September 30, 2022 due to a tuition
increase coupled with moderate fee increases. Gross tuition and fees decreased approximately $2.2 million for the

Years ended September 30

2022

2021

2020

$120,448,927 $119,161,969 $121,333,801

(44,907,292)  (47,878,093)  (50,114,488)
75,541,635 71,283,876 71,219,313
141,726,623 128,452,849 112,067,344
5,341,508 4,363,351 3,990,811
13,349,046 11,512,344 15,924,237
235,958,812 215,612,420 203,201,705
299,531,979 294,568,209 261,335,136
(63,573,167)  (78,955,789)  (58,133,431)
58,322,523 57,378,734 55,333,602
4,615,976 7,868,683 2,182,254
(16,315,109) 22,472,701 (1,026,843
19,528,130 27,651,693 14,054,697
(213,736) (109,299) (37,526)
(5,845,001)  (5,962,315)  (7,038,136)
60,092,783 109,300,197 63,468,048
25,499,272 2,251,361 844,735
22,018,888 32,595,769 6,179,352
125,039,276 92,443,507 86,264,155

$147,058,164

$125,039,276  $§ 92,443,507

year ended September 30, 2021 due to a decrease in total enroliment.

Significant recurring sources of the University’s revenues, such as state appropriations, are considered non-
operating, as defined by GASB Statement No. 35, Basic Financial Statements-Management’s Discussion and

Analysis — for Public Colleges and Universities.
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The following is a summary of revenues by source (both operating and non-operating) for the years ended
September 30:

Revenue Sources for the years ended September 30

2022 2021 2020
State educational appropriations $ 58,322,523 178% $ 57,378,734 172% $ 55,333,602 20.2%
Net investment (loss) income (16,315,109) -5.0% 22,472,701 6.7% (1,026,843) -0.4%
Grants and contracts 141,726,623  43.3% 128,452,849  38.5% 112,067,344  40.8%
Gifts 4,615,976 1.4% 7,868,683 2.4% 2,182,254 0.8%
Auxiliary 13,349,046  4.1% 11,512,344 3.5% 15,924,237 5.8%
Net tuition and fees 75,541,635 23.1% 71,283,876  21.4% 71,219,313 25.9%
Sales and senvices 5,341,508 1.6% 4,363,351 1.3% 3,990,811 1.5%
Capital gifts, grants and appropriations 25,499,272 7.8% 2,251,361 0.7% 844,735 0.3%
Grant revenue 19,528,130 6.0% 27,651,693 8.3% 14,054,697 51%
Total revenues $ 327,609,604 $ 333,235,592 $274,590,150

Investments produced losses for fiscal year 2022 in the amount of $16.3 million, a $38.8 million decrease over the
prior year. Investments produced income and gains for the year ended September 30, 2021 in the amount of $22.4
million, a $23.5 million increase over fiscal year 2020. These amounts are primarily a function of the investment
return earned in the portfolio, primarily the UA System Investment Pools.

For the year ended September 30, 2022 grants and contracts revenues increased $13.2 million due primarily to
increases in federal contracts. For the year ended September 30, 2021, grants and contracts revenue increased
$16.4 million due primarily to increases in federal contracts of $16.2 million. Grants and contracts revenues
increased $17.2 million in 2020 due primarily to increases in federal, state, and private contracts of $16.2 million,
$597 thousand, and $348 thousand, respectively.

The University received gifts of approximately $4.6 million for fiscal year 2022 and $7.9 million in 2021. This
decrease was due to a gift from the Eminent Scholar program to the University in 2021. In 2020, gifts totaled $2.2
million, primarily from corporate gifts to the University.

The University’s auxiliary activities are comprised primarily of the Bevill Conference Center and Hotel, food service,
housing, and bookstore sales. Auxiliary activities increased $1.8 million in 2022. Auxiliary activities decreased $4.4
million in 2021 due to lower enroliment. Auxiliary activities increased $1.4 million in 2020.

For the year ended September 30, 2022, sales and services revenue remained fairly constant with a slight increase
of $978 thousand. Sales and services revenue increased slightly by $372 thousand in 2021 due to increased
student activity on campus. Sales and services revenue decreased by $1.7 million in 2020 due to a decrease in
student activity on campus.

Grant revenue decreased by $8.1 million in 2022 due to a reduction of CARES Act grants compared to 2021. Grant
revenue increased by $13.6 million in 2021, largely due to the University receiving grants under the Coronavirus Aid,
Relief, and Economic Security (CARES) Act. For the year ended September 30, 2021 the University expended
$18.3 million of the $26.3 million award from federal Education Stabilization Funds. Grant revenue increased by $4.6
million in 2020 due to the University receiving grants under the Coronavirus Aid, Relief, and Economic Security
(CARES) Act. For the year ended September 30, 2020, the University expended $3.7 million and $927 thousand
from federal and state coronavirus relief funding, respectively.

The University receives grant and contract revenue from federal, state and local governments and private agencies.
These funds are used to further the mission of the University: research, education, and public service. These funds
are recorded as operating revenues.
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The following chart reflects the funding sources for federal operating grant and contract revenue for the years ended
September 30:

Detail of Federal Grants & Contracts Revenue

Years ended September 30

2022 2021 2020

National Aeronautics and

Space Administration $ 33,593,858 $ 30,037,499 $ 28,194,823
Department of Defense 83,532,186 75,968,364 61,092,911
National Science Foundation 8,432,582 7,653,372 8,092,302
Department of Education 420,244 394,048 339,401
Other 7,992,236 7,981,560 7,711,820

Total $133,971,106 $122,034,843 $ 105,431,257

National Aeronautics and Space Administration (NASA) revenues increased by $3.6 million for the year ended
September 30, 2022. NASA revenues increased $1.8 million in 2021. NASA revenues increased $3.6 million for the
year ended September 30, 2020.

For the year ended September 30, 2022, Department of Defense (DOD) revenues increased $7.6 million primarily
due to federal pass-through contracts that were renewed. DOD revenues increased $14.9 million in 2021 primarily
due to multi-year grants in the Cybersecurity and Federal Bureau of Investigation (FBI) contracts. DOD revenues
increased $11.7 million in 2020 primarily due to federal pass-through contracts that were renewed.

National Science Foundation (NSF) increased slightly by $779 thousand for the year ended September 30, 2022.
NSF revenues decreased by $439 thousand in 2021. NSF revenues decreased slightly by $712 thousand in 2020.

For the year ended September 30, 2022, the Department of Education (DOE) increased $26 thousand. DOE
revenues increased $55 thousand due to an increase in federal pass-through contracts in 2021. DOE revenues
increased by $339 thousand in 2020 due to an increase to federal pass-through contracts.

The following is a comparison of the University’s operating expenses for the years ended September 30:

Operating Expenses (by functional classification)

Years ended September 30

2022 2021 2020

Instruction $ 66,053,946 $ 66,178,810 $ 62,794,421
Research 116,570,471 109,879,760 94,352,715
Public senice 5,830,040 9,753,747 10,344,933
Academic support 13,167,197 13,095,811 11,600,344
Student senices 20,176,692 18,640,335 17,393,231
Institutional support 21,060,952 20,958,365 19,950,746
Operations and maintenance of plant 14,982,342 14,287,985 14,765,937
Scholarships and fellowships 12,911,599 14,399,645 4,310,626
Auxiliary enterprises 9,830,158 9,099,837 7,697,597
Depreciation 18,948,582 18,273,914 18,124,586

Total operating expenses $299,531,979 $294,568,209 $ 261,335,136

Operating Expenses (by natural classification)

Salaries, wages, and benefits $188,679,058 $190,481,360 $ 175,461,558
Supplies and senices 78,992,740 71,413,290 63,438,366
Depreciation 18,948,582 18,273,914 18,124,586
Scholarships and fellowships 12,911,599 14,399,645 4,310,626

Total operating expenses $299,531,979 $294,568,209 $ 261,335,136
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In fiscal year 2022, instruction expenses decreased $125 thousand. For fiscal year 2021, instruction expenses
increased $3.4 million due to an increase in salaries, wages and benefits. In 2020, instruction expenses
decreased $2.3 million due to a decrease in salaries, wages and benefits.

Research expenses increased $6.7 million in 2022 due to an increase in contracts and grant activity. Research
expenses increased $15.5 million in fiscal year 2021 due to an increase in contracts and grants activity.
Research expenses increased $14.3 million in 2020 due to an increase in federal contracts and grants.

In fiscal year 2022, public service expenses decreased $3.9 million due to a decrease in federal public service
contracts and grants. Public service expenses decreased $591 thousand due to decreases in federal public
service contracts and grants in 2021. Public service expenses increased $3 million in 2020 due to increases in
federal public service contracts and grants.

Academic support increased slightly during 2022 by $71 thousand. Academic support increased in 2021 by $1.5
million. Academic support saw a decrease of $529 thousand during 2020.

Student Services expenses increased during 2022 by $1.5 million. Student Services expenses increased in 2021
by $1.2 million. Student Services expenses saw a decrease of $853 thousand during 2020.

Institutional support increased slightly during 2022 by $102 thousand. Institutional support decreased in 2021 by
$1.0 million. Institutional support saw a decrease of $2.7 million during 2020.

Operations and maintenance of plant increased by $694 thousand during 2022 due to increased operational cost.
Operations and maintenance of plant decreased $478 thousand during 2021. Operations and maintenance of
plant increased $1.4 million during fiscal year 2020 primarily due to increases in utilities costs and other services.

Fiscal year 2022 saw a $1.8 million decrease in salaries, wages and benefits, primarily due to pension/OPEB
results and other benefit costs. Salaries, wages and benefits increased $15 million in fiscal year 2021, primarily
due to a combination of increases in grants and contracts and health insurance and other benefit costs. Salaries,
wages and benefits increased $5.5 million in 2020 due to a continued increase in federal contracts and health
insurance and other benefits.

Scholarships and fellowships expense decreased $1.5 million for the year ended September 30, 2022, due to the
University emergency financial aid grants for students under the Coronavirus Aid, Relief, and Economic Security
(CARES) Act funding being spent. Scholarships and fellowships expense increased $10.1 million for 2021 and
increased $836 thousand during 2020. Scholarships and fellowships expenses represent the residual expense
after applying the scholarship allowance to gross tuition and fees revenue. The scholarship allowance represents
the discount applied to student accounts for internal scholarships and financial aid, including Pell grant assistance
that is reported as non-operating revenue.

Supplies and services expenses increased $7.6 million for the year ended September 30, 2022 due to the
University’s continued growth in federal contracts. Supplies and services expenses increased $8 million in 2021
and $3.6 million in 2020 due to the University’'s growth.
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Economic Factors That Will Affect the Future

The University of Alabama in Huntsville enrolled 9,237 students in Fall 2022, a decrease of 399 students from the
Fall 2021 enrollment of 9,636 students. UAH enrolled 10,000 students in Fall 2020, so from Fall 2020 through Fall
2022, UAH enroliment has decreased 763 students, or 7.63% of the student population. Tuition revenue
accounted for 53.4% of the total unrestricted fund budget, so the decrease in student enrollment in the past two
years has a major impact on the University’s finances, including no campus-wide salary pool in FY 2021 and in FY
2022. One of the primary reasons for the decrease in student enroliment can be attributed to the decrease of high
school graduate population in Alabama, where more than 75% of the students enrolled at UAH come from. UAH,
due to its strength in high quality academic and extensive research portfolio, continues to be the destination of
choice for high-achieving students from Alabama, out-of-state, and overseas. UAH does not project the student
enroliment will continue to decrease in the immediate future years, as UAH will strengthen its efforts to recruit out-
of-state students and invest in student retention.

State appropriation accounted for 24.7% of the unrestricted fund source. Due to the continued support from the
Alabama legislature and the Governor, the University has received generous increases in state appropriation—
Operations & Maintenance (O&M) of 9.78% in FY 2023, 7.74% in FY 2022, and 3.41% in FY 2021. These much-
needed increases are needed to cover the revenues shortfall due to the decline in the student population. Due to
the declining national economy and the threat of a modest recession, the University does not anticipate another
year of generous increase from the Alabama legislature, however, the University is hoping for another year of
increase, even if the increase is modest.

External federal, state, and private grants and contracts continue to grow at a double-digit pace. The University
recorded external grants and contracts revenue of $94.8 million in FY 2019, $112.1 million in FY 2020, $128.6
million in FY 2021, and $142.0 million in FY 2022. The growth in external grants and contracts has a direct
correlation with the increase in Facilities & Administrative (F&A) Cost Recovery. UAH recorded F&A Cost
Recovery of $19.0 million in FY 2019, $22.0 million in FY 2020, $25.2 million in FY 2021, and $28.0 million in FY
2022. The year-to-year growth rate is double digit from FY 2019 to FY 2022. The University projects external
research to continue to increase in the next few years but with a much slower growth rate.

In summary, the University projects state appropriation-O&M to increase modestly in FY 2024. The University
projects external research revenue to continue to grow in the next 2-3 years but at a much slower pace. The
University understands growing student enrollment is the most important factor in having a stable and healthy
operating budget, where the majority of the unrestricted general fund revenue is generated from tuition revenues.
With the high school graduate population in Alabama leveling in the next few years, in-state student recruiting will
be a challenge. In addition to strengthening student recruitment efforts, the University plans to invest in academic
support areas in the coming years with the goal of improving the student retention rate.
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The University of Alabama in Huntsville

Statements of Net Position
September 30, 2022 and 2021

Assets
Current Assets:
Cash and cash equivalents
Operating investments
Accounts receivable, net
Leases receivable, current portion
Other current assets
Total current assets

Noncurrent Assets:

Restricted cash and cash equivalents
Endowment investments
Investments for capital activities
Leases receivable
Capital assets, net
Other noncurrent assets

Total noncurrent assets

Total Assets

Deferred Outflows of Resources
Pensions and OPEB obligations

Total Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

2022 2021
95,339,276  $ 61,716,183
1,020,292 5,472,369
44,147,087 46,040,430
653,531 621,965
16,966,273 19,651,845
158,126,459 133,502,792
3,544,701 6,200,150
40,928,159 47,264,155
59,049,583 66,732,908
6,486,442 7,142,758
304,570,362 302,315,333
3,399,570 2,294,650
417,978,817 431,949,954
576,105,276 565,452,746
90,140,786 98,710,616
90,140,786 98,710,616
666,246,062 664,163,362
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The University of Alabama in Huntsville
Statements of Net Position -- Continued
September 30, 2022 and 2021

Liabilities and Net Position
Current Liabilities:
Accounts payable and accrued liabilities
Unearned revenue
Current portion of long-term debt
Deposits held for others
Total current liabilities

Noncurrent Liabilities:
Long-term debt
Federal advances - loan funds
Pension liability
OPEB liability
Total noncurrent liabilities
Total Liabilities

Deferred Inflows of Resources
Leases
Pensions and OPEB obligations
Total Deferred Inflows of Resources

Total Liabilities and Deferred Inflows of Resources

Net Position:
Net investment in capital assets
Restricted:
Nonexpendable
Expendable
Unrestricted
Total Net Position
Total Liabilities and Net Position

See accompanying notes to financial statements

2022 2021
33,348,728 34,886,943
45,709,695 47,294,620
5,774,000 5,521,000
441,422 479,767
85,273,845 88,182,330
136,400,449 141,912,317
808,645 791,231
146,630,000 192,513,000
52,882,284 61,424,456
336,721,378 396,641,004
421,995,223 484,823,334
6,753,327 7,540,024
90,439,348 46,760,728
97,192,675 54,300,752
519,187,898 539,124,086
169,028,853 162,862,000
14,731,520 14,741,173
17,530,186 15,014,882
(54,232,395) (67,578,779)
147,058,164 125,039,276
666,246,062 664,163,362
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The University of Alabama in Huntsville

Statements of Revenues, Expenses, and Changes in Net Position

Years Ended September 30, 2022 and 2021

Operating Revenues
Tuition and fees
Less: scholarship allowances
Tuition and fees, net
Grants and contracts
Federal
State
Private
Sales and services of educational activities

Auxiliary, net of $1,356,764 in 2022 and $1,955,997 in 2021 of scholarship allowances

Total Operating Revenues

Operating Expenses
Salaries, wages and benefits
Supplies and services
Depreciation
Scholarships and fellowships
Total Operating Expenses

Operating loss

Nonoperating Revenues (Expenses)
State educational appropriations
Private gifts
Net investment (loss) income
Grant revenue
Other nonoperating expenses, net
Interest expense
Net Nonoperating Revenues

(Loss) Income before other changes in net position
Other Changes in Net Position
Capital gifts, grants and appropriations
State capital funds
State capital appropriations
Other changes in net position
Increase in net position
Net Position, Beginning of Year

Net Position, End of Year

See accompanying notes to financial statements

2022 2021
120,448,927 119,161,969
(44,907,292) (47,878,093)
75,541,635 71,283,876
133,971,106 122,034,844
5,296,529 4,609,046
2,458,988 1,808,959
5,341,508 4,363,351
13,349,046 11,512,344
235,958,812 215,612,420
188,679,058 190,481,360
78,992,740 71,413,290
18,948,582 18,273,914
12,911,599 14,399,645
299,531,979 294,568,209
(63,573,167) (78,955,789)
58,322,523 57,378,734
4,615,976 7,868,683
(16,315,109) 22,472,701
19,528,130 27,651,693
(213,736) (109,299)
(5,845,001) (5,962,315)
60,092,783 109,300,197
(3,480,384) 30,344,408
320,000 1,191,401
7,179,272 1,059,960
18,000,000
25,499,272 2,251,361
22,018,888 32,595,769
125,039,276 92,443,507
147,058,164 125,039,276
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The University of Alabama in Huntsville
Statements of Cash Flows
Years Ended September 30, 2022 and 2021

2022 2021
Cash Flows from Operating Activities
Student tuition and fees S 73,959,104 S 73,450,720
Federal grants and contracts 134,966,005 110,595,468
State and local grants and contracts 5,396,493 4,282,267
Private grants and contracts 2,505,398 1,680,705
Sales and services of educational and other departmental activities 4,883,249 4,341,580
Auxiliary enterprises 13,538,195 11,942,191
Payments to suppliers (89,086,349) (67,680,429)
Payments to employees and related fringes (182,857,501) (178,835,490)
Payments for scholarships and fellowships (10,923,300) (13,628,046)
Net Cash Used in Operating Activities (47,618,706) (53,851,035)
Cash Flows from Noncapital Financing Activities
State educational appropriations 58,322,523 57,378,734
Private gifts 3,515,976 4,904,330
Student direct lending receipts 26,982,932 29,443,574
Student direct lending disbursements (26,954,346) (29,035,114)
Amounts received from affiliates 59,240 1,093,901
Amounts paid to affiliates (80,171) (4,642,538)
Grant revenue 19,528,130 27,651,693
Net Cash Provided by Noncapital Financing Activities 81,374,284 86,794,580
Cash Flows from Investing Activities
Income distributions from System investment pool 1,780,202 4,463,221
Proceeds from sales and maturities of investments 3,680,982 328,706
Purchases of investments (3,746,805) (2,288,611)
Net Cash Provided by Investing Activities 1,714,379 2,503,316
Cash Flows from Capital and Related Financing Activities
Payments received for lease principal and interest 1,270,162 1,240,971
Net proceeds from issuance of bonds 1,280,000 -
Purchase of capital assets (21,146,692) (11,364,197)
Capital gifts, grants and appropriations 18,320,000 1,191,401
State capital funds 7,179,272 1,059,960
Principal payments on capital debt (5,521,000) (4,851,226)
Interest payments on capital debt (5,884,055) (5,990,763)
Net Cash Used in Capital and Related Financing Activities (4,502,313) (18,713,854)
Net increase in cash and cash equivalents 30,967,644 16,733,007
Cash and Cash Equivalents, Beginning of Year 67,916,333 51,183,326
Cash and Cash Equivalents, End of Year $ 98,883,977 $ 67,916,333
Reconciliation of Cash and Cash Equivalents to the Statement of Net Position
Cash and cash equivalents in current assets 95,339,276 61,716,183
Restricted cash and cash equivalents 3,544,701 6,200,150
Total Cash and Cash Equivalents S 98,883,977 S 67,916,333
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The University of Alabama in Huntsville

Statements of Cash Flows -- Continued
Years Ended September 30, 2022 and 2021

Reconciliation of Operating Loss to Net Cash Used in Operating Activities
Operating loss
Adjustments to reconcile operating loss to net cash used in operating
activities:
Depreciation and amortization expense
Pension expense
OPEB expense
Payments received for leases
Changes in assets and liabilities:
Accounts receivable, net
Other current assets
Pension obligations
OPEB obligations
Accounts payable and accrued liabilities
Unearned revenues
Net Cash Used in Operating Activities

Supplemental Noncash Activities Information
Capital asset purchases accrued at year end
Debt proceeds immediately transferred into escrow

2022 2021

$  (63,573,167) $  (78,955,789)

17,925,792 17,691,351
11,842,739 19,774,359
2,221,961 2,968,055
(1,024,755) (1,027,374)
1,899,313 (7,058,897)
2,685,572 734,504
(14,781,769) (13,604,739)
(1,459,653) (1,664,437)
(1,769,814) 8,525,152
(1,584,925) (1,233,220)

$ (47,618,706) $ (53,851,035)

800,807 530,155
38,878,894 -
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University of Alabama Huntsville Foundation
Discretely Presented Component Unit
Statements of Net Position

September 30, 2022 and 2021

Assets
Current assets
Cash and cash equivalents
Accrued interest
Total current assets
Noncurrent assets
Investments
Investment in real estate
Investment in trust
Pledges receivable, net
Trust receivable
Total noncurrent assets
Total Assets

Liabilities
Current liabilities
Accounts payable
Annuity payable
Income tax payable
Related party payable
Total Liabilities

Net Position
Unrestricted
Restricted
Expendable
Nonexpendable
Total Net Position

Total Liabilities and Net Position

See Note 2

2022 2021
11,589,259 7,711,647
514,752 513,919
12,104,011 8,225,566
59,218,692 60,216,091
767,604 2,739,563
17,343,929 12,983,886
4,680,766 3,818,042
242,479 242,479
82,253,470 80,000,061
94,357,481 88,225,627
376,330 275,026
78,849 110,449
244,028 -
107,592 4,192
806,799 389,667
46,879,565 37,988,618
18,960,768 24,193,159
27,710,349 25,654,183
93,550,682 87,835,960
94,357,481 88,225,627
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University of Alabama Huntsville Foundation

Discretely Presented Component Unit

Statements of Revenues, Expenses, and Changes in Net Position
Years Ended September 30, 2022 and 2021

202 2021
Operating Revenues
Contributions S 8,262,152 3,147,147
Other Income 29,246 1,090
Total Operating Revenues 8,291,398 3,148,237
Operating Expenses
Scholarships to UAH 1,072,760 990,098
Contributions to UAH 2,036,214 2,629,376
Professional Services 75,186 95,095
Other Expenses 309,314 96,431
Total Operating Expenses 3,493,474 3,811,000
Operating Income (loss) 4,797,924 (662,763)
Nonoperating Revenues (Expenses)
Investment Income, Net (1,210,131) 13,899,020
Rent Income 21,410 42,868
Equity in earnings of trust 2,593,859 5,941,683
Change in value of split-interest agreement 52,565 (19,668)
Income tax expense (540,905) (321,405)
Net Nonoperating Revenues (Expenses) 916,798 19,542,498
Increase in net position 5,714,722 18,879,735
Net Position, Beginning of Year 87,835,960 68,956,225
Net Position, End of Year $ 93,550,682 87,835,960

See Note 2

FINANCIAL REPORT 2022

21



THE UNIVERSITY OF ALABAMA IN HUNTSVILLE

Notes to Financial Statements
Years Ended September 30, 2022 and 2021

Note 1 — Organization and Summary of Significant Accounting Policies

Financial Reporting Entity - The University of Alabama in Huntsville (the “University”) is one of three universities of
The University of Alabama System (the “System”), a component unit of the State of Alabama. The financial
statements of the University are intended to present the financial position, changes in financial position, and the
cash flows of only that portion of the business type activities of the financial reporting entity of the System that is
attributable to the transactions of the University. They do not purport to, and do not, present fairly the financial
position of the System, its changes in financial position or cash flows in accordance with accounting principles
generally accepted in the United States of America. The financial statements include individual schools, colleges
and departments, and certain affiliated operations determined to be a part of the University’s financial reporting
entity. The System is recognized as an organization exempt from federal income tax under Section 501(a) of the
Internal Revenue Code as an organization described in Section 501(c)(3) of the Internal Revenue Code.

Scope of Statements - The University follows Governmental Accounting Standards Board (GASB) Statement No.
61, The Financial Reporting Entity: Omnibus-an amendment of GASB Statements No. 14 and No. 34 (“GASB 61”).
This Statement provides additional guidance in determining whether certain organizations affiliated with the
University should be considered component units of the University for financial reporting purposes. The Statement
also provides guidance on determining whether component units should be presented in the University’s financial
statements as “blended” or “discrete” components based on their relationship and organizational structure.

As defined by generally accepted accounting principles established by the GASB, the financial reporting entity
consists of the University, as well as its discretely presented component unit, the University of Alabama Huntsville
Foundation (“UAHF”).

UAHF is a legally separate, tax-exempt component unit of the University. UAHF is organized exclusively for
charitable, scientific, and educational purposes in order to benefit the University. UAHF is governed by a 33-member
board of trustees. Although the University does not control the timing or amount of receipts from UAHF, the majority
of resources or income that UAHF holds and invests are restricted to the activities of the University by the donors.
Because these restricted resources held by UAHF can only be used by, or for the benefit of, the University, UAHF is
considered a component unit of the University. UAHF is reported in separate financial statements because it does
not meet the criteria to be blended with the University as described in GASB 61.

UAHF is a not-for-profit organization that reports its financial results under the Financial Accounting Standards
Board (“FASB”) Statements. Most significant to UAHF’s operations and reporting model is Accounting Standards
Codification (ASC) 958, Not-for-Profit Entities. As such, certain presentation features are different from GASB
presentation features.

While no modifications have been made to UAHF’s financial information in the University’s financial reporting entity
for recognition or accounting differences, certain modifications have been made to the presentation and captioning
of UAHF’s financial statements in the University’s financial reporting entity to conform with the University’s financial
statement presentation. Significant note disclosures (see Note 2) to UAHF’s financial statements have been
incorporated into the University’s notes to the financial statements. During fiscal years 2022 and 2021, UAHF
distributed $3,100,974 and $3,619,474, respectively, to or for the University for both restricted and unrestricted
purposes. Complete financial statements for UAHF are available by phoning (256) 824-6350.

The University is also affiliated with the Alabama Engineering Foundation and The University of Alabama in
Huntsville Research and Technology Corporation (the “RTC”). These entities do not meet the definition of
component units under GASB guidance. Therefore, they have not been included within the University’s financial
statements.
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Implementation of New Standards - During fiscal year 2022, UAH adopted GASB Statement No. 87, Leases,
which establishes a single model for lease accounting based on the principle that leases serve to finance the right to
use an underlying asset. The statement requires lessees to recognize right-to-use assets and related liabilities, and
lessors to recognize receivables and corresponding deferred inflows of resources. The adoption of GASB Statement
No. 87 has been reflected on a retrospective basis at the beginning of the earliest period presented in the financial
statements, or October 1, 2020. The effects of adopting GASB 87 in UAH’s financial statements for the year ended
September 30, 2021 are as follows:

As Previously GASB 87

Reported Adoption Effect As Restated
Statement of Net Position
Current Assets
Le