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Introduction 
 
The following discussion and analysis provides an overview of the financial position and activities 
of the Texas A&M Research Foundation (the Foundation) for the year ended August 31, 2024.  
The discussion has been prepared by management and should be read in conjunction with the 
financial statements and notes which follow this section. 
 
The Foundation is a nonprofit scientific research corporation organized to support and advance 
the research mission of the Texas A&M University System (the System), of which it is a blended 
component unit for reporting purposes. To enhance this mission, the Foundation pursues 
opportunities in the areas of grants and contracts when a nonprofit organization is needed and 
complements the System’s teaching, research, and public service goals.  
 
Using the Financial Statements 
 
The Foundation’s financial report includes three statements:  the Statement of Net Position, the 
Statement of Revenues, Expenses and Changes in Net Position, and the Statement of Cash 
Flows.  These financial statements have been prepared in accordance with Governmental 
Accounting Standards Board (GASB) principles.  GASB establishes standards for external 
financial reporting for public colleges and universities and requires that financial statements be 
presented on a consolidated basis to focus on the reporting entity as a whole, with resources 
classified for accounting and reporting purposes into the following net position categories: 
 

• Invested in capital assets, net of related debt 
 
• Restricted- non-expendable 

 
• Restricted- expendable 

 
• Unrestricted 

 
 
Statement of Net Position 
 
The statement of net position presents a snapshot of the financial position at the end of the fiscal 
year and includes all assets and liabilities of the Foundation.  The Statement of Net Position 
assets and liabilities are presented in the current and non-current format.  The difference between 
the total assets and total liabilities is the net position and is one indicator of the overall condition 
of the Foundation’s financial health.  The statement provides a picture of net position and the 
availability of funds for use by the Foundation.   
 
Assets and liabilities are generally measured using current values.  One notable exception is 
capital assets, which are stated at historical costs less an allowance for depreciation.  For the 
purpose of distinguishing between current and noncurrent assets and liabilities, current assets 
and liabilities are those that can be reasonably expected to either generate or use cash, as part 
of normal business operations, within one year of the financial statement date
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Net position is divided into three major categories.  The first category, Net Investment in Capital 
Assets, provides the equity in property, plant and equipment owned by the Foundation. 
 
The second category, Restricted, is divided into two categories, expendable and non-expendable.  
Expendable restricted resources are available for use by the Foundation but must be spent for 
purposes determined by donors that have placed purpose restrictions on the use of the assets.  
The corpus of the non-expendable restricted resources is available for investment purposes and 
the earnings are used to support the designated programs.   
 
The third category, Unrestricted, is available for any lawful purpose.  Although Unrestricted Net 
Position is not subject to externally imposed stipulations, it has been internally designated for 
initiatives set by the Foundation’s management.  
 
A summary of the Foundation’s assets, liabilities, and net position on August 31, 2024 and 2023 
is as follows:  
 

 
 
 
Total assets decreased by $2,777,838 or 16% during fiscal year 2024.  The decrease in total 
assets in 2024 is primarily due to the decrease in capital assets of $1,844,429 as the Research 
Foundation donated property to a state agency along with continuing its property removal efforts. 
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Total liabilities of $6.43 million decreased $1,514,106 or 19% during fiscal year 2024.  Current 
liabilities include accounts payable of $1,293,507, amounts due to TAMU System members of 
$4,039,490, and unearned revenue of $1,098,077.  The decrease at August 31, 2024 is 
attributable to a decrease in amounts due to vendors resulting from decreased accounts payable 
on research projects. 
 
Current unearned revenues represent unexpended cash advances received for sponsored 
programs. 
 
Net position decreased by approximately $1.264M, from the balance reported at August 31, 2023. 
 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
The statement of revenues, expenses, and changes in net position presents the Foundation’s 
results of operations.  The purpose of this statement is to present the revenues of the Foundation, 
and the expenses incurred by the Foundation, both operating and nonoperating, and any other 
revenues and expenses, gains and losses received or spent.  The change in total net position as 
presented on the Statement of Net Position is a result of these activities.  A summary of the 
Foundation’s revenues, expenses, and changes in net position for the years ended August 31, 
2024, and 2023 is as follows:  
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During fiscal year 2024, total operating revenues of $73.6 million were received for contracts and 
grants.  This is a decrease of approximately $6.6 million from fiscal year 2023.  The contracts and 
grants include federally sponsored contracts and grants.  For fiscal year 2024, $73.5 million was 
received from federal grants and contracts compared to $79.9 million for fiscal year 2023.  This 
is a decrease of $6.4 million. The decrease is due primarily to the decreased activity on the 
International Ocean Discovery Program which ends September 30, 2024. 
 
The operating loss is affected by Research Foundation program activities, which are allowed to 
use balances from prior years.  Expenditures in the current year may be more or less than 
revenues recorded in the same year. 
 
During fiscal year 2024, total nonoperating revenues (expenses) decreased approximately 
$740,000 mainly due to the donation of property to TAMU and an increase in investment income.  
 
Investment income, net of fees, consists of a change in the fair market value of investments, 
including interest, dividends, and realized and unrealized gains and losses was approximately 
$1,297,000 in 2024.  This is an increase of approximately $584,000 when compared to fiscal year 
2023.  The increase is a result of more favorable market conditions.  
 
In fiscal year 2024, operating expenses consists of supplies, services and other operating 
expenses of $74 million and depreciation expense of $750,000. This represents a decrease of $6 
million from fiscal year 2023 where $80.1 million of supplies, services and other operating 
expenses and $900,000 in depreciation expense were incurred. The decrease in expenses for 
supplies, services and other operating is a direct result of the decrease in research grant and 
contract activity. The decrease of approximately $153,000 in depreciation expense is due to 
property disposals as well as a large number of assets becoming fully depreciated during the 
fiscal year.  
 
In addition to their natural classifications, it is also informative to review operating expenses by 
function.  A summary of the Foundation’s expenses by functional classification for the years ended 
August 31, 2024, and 2023 is as follows:  
 

 
 
 



TEXAS A&M RESEARCH FOUNDATION 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE YEAR ENDED AUGUST 31, 2024 
 

 

8 
 

 
Statement of Cash Flows 
 
The final statement presented is the Statement of Cash Flows.  This statement presents detailed 
information on the cash activity during the year.  The first section presents operating cash flows, 
and the net cash provided (used) by operating activities.  The next section presents the results of 
non-capital financing activities.  The capital and related financing activities section includes cash 
used for acquisition and construction of capital assets.  The investing activities section reports 
purchases, proceeds, and earnings from investments.  The final section is a reconciliation of net 
cash from operations to operating income (loss).   
 
The statement of cash flows provides additional information on the Foundation’s financial results 
by reporting the major sources and uses of cash.  A summary of the statement of cash flows for 
the years ended August 31, 2024, and 2023 is as follows: 
 

 
 
During fiscal year 2024, the cash position increased by $152,000 primarily due to the decrease in 
payments for other operating expenses. 
 
Capital Assets 
 
On August 31, 2024, the Foundation had $11.8 million invested in capital assets, net of 
accumulated depreciation of $11 million. 
 
On August 31, 2023, the Foundation had $15.5 million invested in capital assets, net of 
accumulated depreciation of $12.8 million. 
 
Depreciation expense for the year ended August 31, 2024, and 2023 totaled $753,176 and 
$906,454, respectively.  A summary of capital assets, net of accumulated depreciation at fiscal 
year-end is as follows: 
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Capital assets of $128,092.93 were added in 2024.  Asset disposals were $3.7 million in 2024. 
The asset disposals are a result of the continued efforts to reduce the footprint of the Research 
Foundation within the Texas A&M University System. 
 
Economic Factors That Will Affect the Future 
 
The primary mission of the Research Foundation is to support the endeavors of externally 
sponsored programs as a means of enhancing the academic experience of TAMUS faculty, 
students, and staff.  The Research Foundation, through the TAMU Office of Sponsored Research, 
offers a full range of pre- and post- award administrative services to support our externally 
sponsored programs. 
 
Historically, revenue received for providing these services comprised a significant proportion of 
the operating revenue.  In the spring of 2011, the TAMUS Board of Regents adopted a new 
structure for managing research administration within TAMUS. The Board of Regents 
consolidated research administration services and established Texas A&M University System 
Sponsored Research Services (SRS) for this purpose. Currently, operating revenues are based 
on the proportion of sponsored activity managed through the Foundation.   In fiscal year 2024, 
there were 5 new grant awards, and 1 proposal submitted through the Foundation.  Given this 
number of new awards and proposal submissions, we remain on the path to reduce the footprint 
of the Foundation to meet the goal set forth by the TAMUS Board of Regents. 
 
The largest project currently managed by the Foundation is the International Ocean Discovery 
Program (IODP) which receives its funding from the National Science Foundation (NSF).  The 
project received a five-year extension of the cooperative agreement on October 1, 2019.  This 
five-year extension has an average budget of $70 million and ends September 2024. IODP was 
awarded a twelve-month no cost extension which will allow for demobilization of ship operations. 
In addition, a new award from NSF beginning October 1, 2024, will provide $42,200,755 over five 
years. The purpose of the award is to fund post expedition editorial and science meetings, 
programmatic XRF scanning, sampling parties, data migration, legacy documentation, property 
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disposition, and publications. In addition, the awardee will continue operation of the Gulf Coast 
Repository (GCR) core collection with significantly enhanced analytical capabilities. 
 
There is some uncertainty regarding the continuation of ocean expeditions. One possible scenario 
is the lease of a ship and continued expeditions funded by NSF. More certainty related to the 
future of IODP will be determined during the course of fiscal year 2025. 
 
 
Requests for Information 
 
This financial report is designed to provide a general overview of the Foundation’s finances.  
Questions concerning any of the information provided in this report or requests for additional 
financial information should be addressed to Texas A&M Research Foundation, 400 Harvey 
Mitchell Parkway South, Suite 300, College Station, Texas  77845. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Organization 
 
The Texas A&M Research Foundation (the Foundation) is a non-profit scientific research 
corporation organized under the laws of the State of Texas and is exempt from Federal income 
tax under Section 501(c)(3) of the Internal Revenue Code (Code).  In addition, the Foundation 
qualifies for the charitable contribution deduction under Section 170(b)(1)(A) of the Code. 
 
Basis of Accounting 
 
The financial statements of the Foundation have been prepared in accordance with accounting 
principles generally accepted in the United States of America, as prescribed by the Governmental 
Accounting Standards Board (GASB).  The Foundation reports as a Business Type Activity and, 
accordingly, has reported its activities within a single column in the basic financial statements. 
The accompanying financial statements are presented using the economic resources 
measurement focus and the accrual basis of accounting.  Under the accrual basis, revenues are 
recognized when earned, and expenses are recorded when an obligation is incurred.  Operating 
items are distinguished from non-operating items.  Operating revenues and expenses result from 
providing services or producing and delivering goods in connection with ongoing operations.   
 
Reporting Entity 
 
The Foundation is included as a blended component unit in the combined financial statements of 
the Texas A&M University System (TAMUS). This determination is based on the close relationship 
and joint agreements in effect between the Foundation and the TAMUS in regard to research 
grant/contract administration.  In addition, the Foundation’s board structure is solely composed of 
members from TAMUS.   
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes.  Actual results could differ from 
those estimates. 
 
Cash and Cash Equivalents 
 
The Foundation considers all highly liquid investments with a maturity of three months or less at 
the time of purchase to be cash equivalents.  The Foundation maintains cash and cash 
equivalents for the purpose of meeting short-term disbursement requirements. 
 
Investments  
 
Investments are reported at fair value.  Fair value is defined as the price that would be received 
to sell an investment in an orderly transaction between market participants at the measurement 
date.  Measuring fair value requires gathering information, or inputs, about the asset or liability 
being measured.  The fair value hierarchy categorizes the inputs used to measure fair value into 



TEXAS A&M RESEARCH FOUNDATION 
NOTES TO FINANCIAL STATEMENTS - CONTINUED 

AUGUST 31, 2024 
 

15 
 

three levels.  Level 1 inputs are quoted prices in active markets for assets or liabilities identical to 
the ones being measured, Level 2 inputs are observable for similar assets or liabilities, and Level 
3 inputs are unobservable inputs. 
 
The notes to the financial statements disclose the input levels used to determine fair value, and 
also display the deposit and investment risks related to credit risk, concentration of credit risk, 
interest rate risk, and foreign currency risk. 
 
Current Assets 
 
On the Statement of Net Position, items classified as current are defined as resources expected 
to be realized or consumed within one year. 
 
Receivables 
 
Receivable balances are grouped into several receivable categories.  Accounts receivable reflects 
amounts owed for goods and services provided.  Federal receivables constitute the amount due 
from the federal government for services completed on federally sponsored projects.  Receivables 
from Other System Members represents the amount owed from members of the Texas A&M 
University System for services provided; these are considered related party transactions. Other 
receivables include items such as travel advances, returned checks, and various items accrued. 
 
Capital Assets 
 
The Foundation follows the practice of capitalizing all expenditures for property, furniture, fixtures 
and office equipment in excess of $5,000.  The basis of valuation of purchased items is cost and 
of contributed items is fair value.  Depreciation and amortization of all such items is computed on 
a straight-line basis over the estimated useful lives of the assets, generally, as follows: 
 

Buildings and improvements         10-30  years 
Furniture and equipment    4-15  years 
Vehicles      5-10  years 
Software           5-6    years 
 

Payables 
 
Payable balances are grouped into various payable categories on the Statement of Net Position.  
Accounts payable represents the liability for the value of assets or services received, as of the 
date of the financial statements, for which payment is pending. 
 
Due to TAMU System Members 
 
The balance that is classified as Due to TAMU System Members consists of project payroll, 
indirect costs earned on sponsored projects, and other reimbursements due to members of the 
Texas A&M University System for related party transactions. 
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Revenues and Expenses 
 
Operating revenues include activities such as fees and most federal, state and local grants and 
contracts.  Operating expenses include professional fees and services and materials and 
supplies.  
 
Nonoperating revenues include activities such as investment income and other revenue sources 
that are defined as nonoperating revenues by GASB.  Nonoperating expenses include activities 
such as interest and other expenses. 
 
Unearned Revenue 
 
The Foundation records a receivable when revenue is earned but not collected.  Unearned 
revenue is recognized when cash is received prior to revenue recognition and is considered a 
liability. 
 
Net Position 
 
Net Position is the difference between assets and liabilities. 
 
Net Investment in Capital Assets 
 
Net investment in capital assets consists of capital assets, net of accumulated 
depreciation/amortization. 
 
Restricted Net Position 
 
Restricted net position results when constraints placed on net resources are either externally 
imposed by grantors, contributors, and the like.  When both restricted and unrestricted assets are 
available for use, restricted resources are used first, then unrestricted resources are used as 
needed. 
 
Unrestricted Net Position 
 
Unrestricted net position consists of net resources that do not meet the definition of the two 
proceeding categories.  Unrestricted net position often has constraints on resources that are 
imposed by management but can be removed or modified. 
  
Contributions 
 
The Foundation reports gifts of cash and other assets as restricted if they are received with donor 
restrictions that limit the use of the donated assets.  The Foundation has a restricted endowment 
that can be used for the benefit of the Foundation.
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The Tina and Paul Gardner Reveille VII Research Fund, established to support the Texas A&M 
Department of Small Animal Clinical Sciences (the Department) in the College of Veterinary 
Medicine and Biomedical Sciences, currently exceeds $50,000.  Therefore, the income earnings 
will be distributed to the Department to be used exclusively for supporting proposed or on-going 
research projects by interns and Medicine Section residents.  Income earnings are reported as 
expendable as the funds become available for distribution to the Department. The donor requires 
the corpus to stay intact and unrealized capital gains to be added to the corpus which is carried 
as a restricted investment.    
 
Concentration of Credit Risk 
 
A significant amount of the Foundation’s receivables is due from the Federal government and 
agencies thereof.  Credit risk is based on the good standing of the Federal government. 
 
 
NOTE 2 – CAPITAL ASSETS 
 
A summary of changes in Capital Assets for the year ended August 31, 2024, is presented below. 
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NOTE 3 – DEPOSITS AND INVESTMENTS 
 
The Foundation’s investment policy is established by management in association with TAMUS 
and is designed to maximize the generation of current investment income while maintaining a 
liquid position through short-term investments.  The policy states that funds may be invested in 
U.S. Government obligations, U.S. Government Agency obligations, other government 
obligations, corporate obligations, equity, international obligations, international equity, 
certificates of deposit, banker’s acceptances, negotiable certificates of deposit, money market 
mutual funds, mutual funds, repurchase agreements, venture capital, private equity, hedge funds, 
Real Estate Investment Trusts (REITS), securities lending, derivatives, timber, bank loans, energy 
and real estate. 
 
 
Deposits of Cash in Bank 
 
As of August 31, 2024, the amount of all cash in local banks, petty cash, and current Cash 
Concentration Pool (CCP) was $1,992,031.32.  This amount is included on the Statement of Net 
Position as the “Cash and Cash Equivalents” line item in the current assets section.  The following 
table shows the details of the deposits on August 31, 2024: 
 

 
 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, the agency will not be able to cover deposits or will not be able to recover collateral 
securities that are in possession of an outside party.  For the deposits in the local bank, the bank 
provides a surety bond in the amount of $4 million which covers amounts in excess of FDIC 
coverage.  For deposits that are held in the short term CCP, all balances in excess of the FDIC 
coverage were fully collateralized by pledged securities held in a separate pool by the pledging 
financial institution, Bank of New York Mellon.   
 
Investments 
 
The Foundation follows the provisions of GASB No. 72 for fair value measurements of financial 
assets and financial liabilities and for fair value measurements that are recognized or disclosed 
at fair value in the financial statements on a recurring basis.  GASB No. 72 establishes a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.  The 
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical 
assets (level 1 measurements) and the lowest priority to measurements involving significant 
unobservable inputs (level 3 measurements).  The three levels of the fair value hierarchy are as 
follows: 
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• Level 1 has been assigned to investments for which quoted prices (unadjusted) are 
available for identical assets in active markets on the measurement date.  These assets 
include equities (common stock, listed ADR’s and listed preferred stock), exchange traded 
mutual funds, exchange-traded options, money market funds and U.S. Treasury 
securities. 
 

• Level 2 has been assigned to investments for which there are inputs, other than quoted 
prices, which are observable for an asset or liability, either directly or indirectly.  These 
assets include cash equivalents, collateralized mortgage obligations, corporate bonds, 
mortgage-backed securities, municipal bonds, non-exchange traded options, short-term 
obligations, U.S. agency securities. 
 

• Level 3 has been assigned to assets for which there are unobservable inputs.  Examples 
of these assets are commingled funds. 

 
The net asset value per share (NAV), or its equivalent, may be used for an investment that does 
not have a readily determined fair value, provided the NAV is calculated consistent with the 
Governmental Accounting Standards Board’s (GASB) measurement principles for investment 
companies. The NAV is commonly used for certain alternative investments (such as private equity 
funds and hedge funds). The Foundation invests in certain private investments and limited 
partnerships including hedge funds, private equity, venture capital, natural resources, energy, and 
real estate.  The fair value of these investments is based on the investment manager determined 
NAV as allowed by the standard.  The valuations at the date provided by the investment managers 
have been adjusted by rolling forward to August 31, 2024 to include the following events: capital 
contributions or distributions since the investment manager valuation date reported  to  the 
Foundation,  changes  in  the  composition  of  assets  or  liabilities  reported  by  the investment 
manager since the valuation date of the NAV, and fair value changes of assets or liabilities 
reported since the investment manager valuation date.  In the case of hedge funds, the 
Foundation has adjusted the reported July 31, 2024 NAV by the estimated performance as of 
August 31, 2024 as reported by the investment manager (if available) and by capital inflows and 
outflows since the investment manager valuation date. 
 
Money market funds that maintain a stable $1.00 share price are reported at amortized cost. 
 
The following tables display the fair value of investments as of August 31, 2024 as reported in the 
financial statements and detailed by investment type.  The investment type table includes 
categories to show the level of inputs used in determining the fair value of investments. 
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Of the total Hedge Fund, $41,732.82 is invested in an illiquid fund not eligible for redemption.The 
Frequency and Notice Period ranges for this portion of the Hedge Fund are not applicable.  The 
illiquid portion of the Hedge Funds is fully funded. 
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Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, 
the agency will not be able to recover the value of its investments or collateral securities that are 
in the possession of an outside party. The investment policy requires that direct repurchase 
agreements and security lending transactions be fully collateralized by obligations authorized 
under the investment policy and such collateral be held by a third party. There was no custodial 
credit risk related to securities lending or repurchase agreements as of August 31, 2024. The 
Foundation did not participate in a securities lending program  or repurchase agreements during 
fiscal year 2024. 
 
Foreign investments are administered in book entry form by the TAMUS custodian, Bank of New 
York (BNY) Mellon Asset Servicing, through a network of international securities depositories and 
subcustodians. Non-U.S. securities held at international securities depositories are processed 
through these entities (Euroclear and Clearstream). Securities held at local non-U.S. market 
depositories are processed through BNY Mellon’s subcustodian network. Subcustodians settle 
transactions based on instructions from BNY Mellon Asset Servicing. BNY Mellon Asset Servicing 
settles transactions directly in the U.K., the U.S., Germany, the Netherlands, Ireland, Italy, 
Belgium, the Cayman Islands and the Channel Islands. Funds are received upon the delivery of 
securities in connection with sale transactions and funds are paid in connection with purchase 
transactions upon receipt of the securities, unless contrary to market practice or client instruction. 
In the event that funds are not received or delivered on the settlement date, the settlement “fails.” 
Failed trades are monitored daily, weekly, or monthly (as appropriate) via the applicable custody 
system to help facilitate resolution in a timely manner. On a daily basis, the subcustodians send 
a confirmation of settlement to the custodian which is reconciled to the custody system. 
Subcustodians are evaluated by the custodian prior to selection and reviewed throughout the year 
to ensure overall service performance is maintained and verify compliance with various regulatory 
requirements. Subcustodians must meet high standards and have stringent controls. BNY Mellon 
looks for subcustodians who are leaders in the securities processing industry in their respective 
countries. Subcustodians are initially selected and annually monitored on operational risk, 
financial risk, legal/regulatory risk and reputational risk. A full credit review is performed prior to 
selection and annually thereafter. 
 
Foreign currency risk for investments is the risk that changes in exchange rates will adversely 
affect the investments.  The Foundation’s policy authorizes the utilization of derivatives for the 
purpose of hedging currency risk, but does not otherwise address foreign currency risk.  The 
exposure to foreign currency risk as of August 31, 2024 is presented on the following page. 
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Credit Risk 
 
Credit risk is the risk that the issuer or other counterparty to an investment will not fulfill its 
obligations.  The investment policy requires that securities have a long-term rating of B or better 
at the time of purchase and the fixed income portfolio have an overall credit rating of A or better. 
Securities using short-term credit ratings must be rated at least A-2, P-2, F-2 or equivalent.  As of 
August 31, 2024, the Foundation’s credit quality distribution for securities with credit risk exposure 
is presented in the following table. 
 

 
 
 
Concentration of credit risk is the risk of loss attributable to the magnitude of the investment in a 
single issuer.  As of August 31, 2024, no more than 5% of the the Foundation’s total investments 
are represented by a single issuer; therefore, concentration of credit risk is immaterial to any 
single issuer.  The investment policy states that no more than 4.9% of the voting stock of any one 
corporation be owned by the Foundation at any given time.   
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Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect 
the fair value of an investment.  Duration is the weighted average maturity of an instrument’s cash 
flows, where the present value of the cash flows serves as the weight, or the measure of the price 
sensitivity of a debt investment to changes arising from movements in interest rates.  The duration 
of an instrument can be calculated by first multiplying the time until receipt of cash flow by the 
ratio of the present value of that cash flow to the instrument’s total present value.  The sum of 
these weighted time periods is the duration of the instrument.  Modified duration estimates the 
sensitivity of the Foundation’s investments to change in interest rates.   
 
Through the investment policy, exposure to fair value losses arising from changing interest rates 
is managed by requiring fixed income managers to maintain duration of +/- 30% of the effective 
duration of the approprate index.  In addition, the policy limits the duration of its short-term 
investment portfolio to a maximum of one year.  The Foundation’s investments exposed to interest 
rate risk as of August 31, 2024 are presented below using the effective duration method. 
 

 
 
Derivative Investing 
 
The Texas A&M Research Foundation invests funds in The Texas A&M University System’s (A&M 
System) investment pools. The A&M System entered into forward currency contracts for the 
purpose of hedging international currency risk on its non-U.S. dollar denominated investment 
securities.  When entering into a forward currency contract, the A&M System agrees to receive 
or deliver a fixed quantity of foreign currency for an agreed-upon price on a certain future date. 
These contracts are valued daily and the A&M System’s net equity in the contracts, representing 
unrealized gain or loss on the contracts, as measured by the differences between the forward 
foreign exchange rates at the dates of entry into the contracts and the forward rates at the 
reporting date is recognized on the Statement of Revenues, Expenses, and Changes in Net 
Position as investment income or loss. The unrealized gain on open foreign currency exchange 
contracts is reported as an investment derivative and the unrealized loss is included with trade 
payables. The foreign currency forwards are traded over the counter and categorize as Level 2 
of the fair value hierarchy. As of August 31, 2024, the A&M System did not hold any open foreign 
currency contract derivatives.  
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The A&M System has also invested in Treasury futures. The instruments are used only for the 
purpose of managing interest rate risk in the fixed income portfolios. As of August 31, 2024, there 
were no open Treasury futures. 
 

 The Texas A&M Research Foundation invests funds in The Texas A&M University System’s (A&M 
System) investment pools. The A&M System Investment Policy allows investment in certain 
derivative securities. A derivative security is a financial instrument which derives its value from 
another security, currency, commodity or index.  Investment derivatives are used to manage 
transaction, interest rate, or currency exchange risk in purchasing, selling or holding investments. 

   
 At the fiscal year-end the A&M System did not have any exchange traded future contracts. 

 
Hedging Derivatives 

 
 The A&M System did not enter into hedging derivatives in fiscal year 2024.  

 
 
NOTE 4 – RELATED PARTY TRANSACTIONS 
 
In September 2011 the Foundation began transitioning its research activity to Sponsored 
Research Services (SRS), a newly created office under The Texas A&M University System (A&M 
System) and an officially acknowledged System member. While the System continues to 
designate the Foundation as one of the central entities through which System sponsored research 
grants/contracts are administered, the majority of work, with sponsor approval, will eventually 
transfer to SRS.  
 
The Foundation also operates as The Texas A&M University System Health Science Center 
Research Foundation and as Prairie View A&M University Research Foundation.  These entities 
are unincorporated subsidiaries of the Foundation. 
 
In the table below, receipts constitute reimbursed expenses.  Disbursements are comprised of 
salaries, direct costs and indirect cost reimbursements.   
 
The following is a summary of transactions with the System and other related parties for the year 
ended August 31, 2024:  
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NOTE 5– COMMITMENTS AND CONTINGENCIES 
 
Certain costs billed to the U.S. Government are subject to audit and determination of allowance 
or disallowance in accordance with sponsor contract provisions.  In management’s opinion there 
would be an immaterial adverse effect as a result of any such audits. 
 
On August 31, 2024, the Foundation had $142,199.30 in sponsor owned fixed assets on its fixed 
asset detail records.  Title to these assets remains with the sponsors and therefore the assets are 
not included in the Foundation’s financial statements.  The Foundation is responsible for 
maintaining accountability for these assets during the project’s contract period.  At the project’s 
conclusion, the assets may be transferred to another active project that needs to utilize the 
equipment or, in some cases, title may be transferred to the Research Foundation.
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NOTE 6 – INTERNATIONAL OCEAN DISCOVERY PROGRAM (IODP) 
 
On October 1, 2019, the Research Foundation received a continuation of the five-year 
cooperative agreement with NSF as the JOIDES Resolution Science Operator for the 
International Ocean Discovery Program.  The cooperative agreement budget is $70 million per 
year. Expenditures for IODP for the period ending August 31, 2024, were $68 million. The five-
year extension expires September 30, 2024. IODP was awarded a twelve-month no cost 
extension which will allow for demobilization of ship operations. In addition, a new award from 
NSF beginning October 1, 2024, will provide $42,200,755 over five years. The purpose of the 
award is to fund post expedition editorial and science meetings, programmatic XRF scanning, 
sampling parties, data migration, legacy documentation, property disposition, and publications. In 
addition, the awardee will continue operation of the Gulf Coast Repository (GCR) core collection 
with significantly enhanced analytical capabilities. 
 
There is some uncertainty regarding the continuation of ocean expeditions. One possible scenario 
is the lease of a ship and continued expeditions funded by NSF. More certainty related to the 
future of IODP will be determined during the course of fiscal year 2025.   
 
  
NOTE 7 – FEDERAL INCOME TAXES 
 
The Foundation is a tax-exempt non-profit under Internal Revenue Code Section 501(c)(3) for 
federal income taxes.  Therefore, no provision or liability for federal income taxes has been 
included in the financial statements. 
 
The Foundation believes that its tax position regarding its status as a tax-exempt organization will 
remain significantly unchanged within the next twelve months. 
 
While the Foundation is not aware of any tax examinations being conducted, tax years 2021 – 
2023 remain subject to examination by the United States Internal Revenue Service. 
 
NOTE 8 – DONOR RESTRICTED ENDOWMENTS 
 
The purpose of the endowment funds are to provide for the collective investment of all endowment 
funds held by the Foundation in a fiduciary capacity.  The endowment funds are used to provide 
funding for uses as specified by the donors. Non-expendable endowments are subject to the 
restriction that the gift instrument be held in perpetuity and that the principal be invested and the 
income only be utilized. The expendable portion of the funds is distributed annually to the Texas 
A&M Department of Small Animal Clinical Sciences for research expenses by new researchers 
in the department.  The entire distribution may be spent by the department for the research, 
excluding expenditures of travel and equipment. Expendable endowments are subject to use 
restrictions of the donor.   
 
The endowment funds held by the Foundation are categorized as follows in the Statement of Net 
Position: 
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The Research Foundation’s endowments net appreciation was $89,070.84 for fiscal year 2024 
and is reported in net position as restricted–non-expendable.   
 
 
NOTE 9 – RISK MANAGEMENT 
 
The Foundation is exposed to various risks of loss related to property – fire, windstorm or other 
loss of capital assets; general liability – resulting from alleged wrongdoings by individuals; and 
net income – due to fraud, theft, administrative errors or omissions, and business interruptions. 
Exposures are managed by the purchase of commercial insurance. 
 
All commercial insurance policies include retention amounts (deductibles) for which the 
Foundation is responsible and maintains funding reserve.  On-going analysis of the risk facing 
the Foundation results in the continual evaluation of insurance policies purchased.   
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COMPLIANCE REPORTS  





Report on Compliance and Other Matters 

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

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Foundation's internal control or on compliance. This report is an integral part of an audit perfo1med 
in accordance with Government Auditing Standards in considering the Foundation's internal control 
and compliance. Accordingly, this communication is not suitable for any other purpose. 

Bryan, Texas 
December 12, 2024 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
General  – The accompanying schedule of expenditures of federal awards presents all federal 
expenditures of the Texas A&M Research Foundation (the “Foundation”). 
 
Basis of Accounting – The expendatures of the accompanying schedule of expenditures of 
federal awards are presented using the cash basis of accounting. Under the cash basis method 
of accounting, revenue and expense are recorded in the books of account when received and 
paid, respectively, without regard to the period to which they apply. 
 
Relationship to Financial Statements – Expenditures of federal awards are reported in the 
Foundation’s financial statement on the accural basis. Following is a reconciliation between the 
financial statements and the Schedule of Expenditures of Federal Awards as of August 31, 
2024. 
 

 
 
Subrecipients - The Foundation provided no federal funds to subrecipients in the year ending 
August 31, 2024. 
 
Relationship to Federal Financial Reports – Amounts reported in the accompanying schedule 
of expenditures of federal awards agree with the amounts reported in the related federal 
financial reports in all significant respects. 
 
Indirect Cost Rate – The Foundation has elected not to use the 10% de minimis indirect cost 
rate allowed under the Uniform Guidance. 










