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Independent Auditor’'s Report

Board of Trustees
Ohio Northern University
Ada, Ohio

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Ohio Northern University (University), which
comprise the consolidated statements of financial position as of May 31, 2022 and 2021, and the related
consolidated statements of activities, functional expenses, and cash flows for the years then ended, and
the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Ohio Northern University, as of May 31, 2022 and
2021, and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the “Auditor's Responsibilities for the Audit of the consolidated 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 audits.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America
and for the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the University’s ability
to continue as a going concern for one year after the date that the consolidated financial statements are
available to be issued.



Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the consolidated
financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

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

x Identify and assess the risks of material misstatement of the consolidated 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 consolidated financial statements.

X 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.

x 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
consolidated financial statements.

x Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the University’s ability to continue as a going concern for a
reasonable period of time.

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

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The Financial Responsibility Supplemental Schedule Required by the U.S. Department of
Education (supplemental schedule) is presented for purposes of additional analysis and is not a required
part of the consolidated financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
consolidated financial statements. The information has been subjected to the auditing procedures applied
in the audit of the consolidated financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare
the consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supplemental schedule is fairly stated in all material respects in relation to the



Other Reporting Required by  Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 20,



Ohio Northern University

Consolidated Statements of Financial Position
May 31, 2022 and 2021

2022 2021

Assets
Cash and cash equivalents $ 11,747,270 $ 8,483,207

See Notes to Consolidated Financial Statements 4



Ohio Northern University

Consolidated Statement of Activities
Year Ended May 31, 2022

Without
Donor With Donor
Restrictions  Restrictions Total
Revenue, Income and Other Support

Tuition and fees, net $ 53755259 $ - $ 53755259
Gifts and bequests 4,449,775 1,514,980 5,964,755
Grants and contracts 7,203,892 976 7,204,868
Investment return designated for operations 7,961,114 1,726,116 9,687,230
Investment income fromtrusts held by others 755,837 25,156 780,993
Other investment income 52,787 - 52,787
Other 2,395,249 - 2,395,249
Auxiliary enterprises 22,531,305 - 22,531,305
Net assets released fromrestrictions for operating items 3,408,653 (3,408,653) -

Total revenue, income and other support 102,513,871 (141,425) 102,372,446

Expenses

Instruction 40,906,192 - 40,906,192
Sponsored programs 3,732,819 - 3,732,819
Academic support 4,145,626 - 4,145,626
Libraries 2,718,817 - 2,718,817
Student services 17,165,269 - 17,165,269
Auxiliary 21,042,099 - 21,042,099

Total educational activities 89,710,822 - 89,710,822

Institutional supp

See Notes to Consolidated Financial Statements 5



Ohio Northern University

Consolidated Statement of Activities
Year Ended May 31, 2021

Without
Donor With Donor
Restrictions  Restrictions Total
Revenue, Income and Other Support

Tuition and fees, net $ 49497918 $ - $ 49497918
Gifts and bequests 3,362,916 1,079,704 4,442,620
Grants and contracts 7,716,491 - 7,716,491
Investment return designated for operations 9,273,820 2,111,830 11,385,650
Investment income fromtrusts held by others 858,548 25,073 883,621
Other investment income 61,310 - 61,310
Other 1,192,619 - 1,192,619
Auxiliary enterprises 19,523,620 - 19,523,620
Net assets released from restrictions for operating items 2,892,817 (2,892,817)

See Notes to Consolidated Financial Statements 6



Instruction

See Notes to Consolidated Financial Statements

Ohio Northern University

Consolidated Statements of Functional Expenses
Years Ended May 31, 2022 and 2021

Total
Sponsored Academic Student
Programs Support Libraries Services Auxiliary



Ohio Northern University

Consolidated Statements of Cash Flows
Years Ended May 31, 2022 and 2021

2022 2021
Operating Activities

Change in net assets

Items not requiring (providing) operating activities cash flows
Depreciation

$ 16,731,037 $ 34,825,739

9,172,650 8,994,061
Amortization of bond origination costs 24,109 27,903
Expense of bond origination costs due to refinance - 360,133
Amortization of bond discount 9,459 4,729
Change in allowance for doubtful accounts (68,000) (185,882)
Net realized and unrealized gains on investments (12,958,091) (35,808,764)
(Gain)/loss on sale of property and equipment 398,423 (223,772)

See Notes to Consolidated Financial Statements



Ohio Northern University

Consolidated Statements of Cash Flows
Years Ended May 31, 2022 and 2021

2022 2021

Supplemental Cash Flows Information
Interest paid $ 3,540,686 $ 3,270,939

See Notes to Consolidated Financial Statements 9



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Note 1: Nature of Operations and Summary of Significant Accounting Policies
Nature of Operations

Ohio Northern University (University) is a private, United Methodist Church-related university in
Ada, Ohio, comprised of the Colleges of Arts & Sciences, Business Administration, Engineering,
Pharmacy and Law. The University draws a large percentage of the undergraduate student body
from the state of Ohio, while a large percentage of law students are from outside Ohio. The
University’s primary sources of revenue and support are tuition income, auxiliary revenue,
contributions and investment income.

The Inn at Ohio Northern University Management Company (The Inn) is a wholly-owned
subsidiary that furnishes the University the managerial, supervisory, administrative and support
services relating to the hotel owned by the University. Under the terms of a management
agreement, the Company is reimbursed by the University for all actual and direct expenses incurred
in connection with the operation of the hotel.

Polar Enterprises is a not-for-profit corporation that operates an entrepreneurship program that
educates students by providing them hands on experience in operati

10






Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

12



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

maintained in perpetuity by the University. Unconditional promises to give that are due in
future periods are classified as net assets with donor restrictions. Generally, the donors of
assets with donor restrictions permit the University to use all or part of the income earned on
related investments for general or specific purposes. Donor-imposed restrictions limiting the
use of the assets or their economic benefit neither expire with the passage of time nor can be
removed by satisfying a specific purpose.

Contributions

Contributions are provided to the University either with or without restrictions placed on the gift by
the donor. Revenues and net assets are separately reported to reflect the nature of those gifts — with
or without donor restrictions. The value recorded for each contribution is recognized as follows:

Nature of the Gift Value Recognized

Conditional gifts, with or without restriction

Gifts that depend on the University overcoming a donor Not recognized until the gift becomes unconditional,
imposed barrier to be entitled to the funds i.e. the donor imposed barrier is met

Unconditional gifts, with or without restriction

Received at date of gift — cash and other assets Fair value

Received at date of gift — property, equipment and long- Estimated fair value

lived assets

Expected to be collected within one year Net realizable value

Collected in future years Initially reported at fair value determined using the

discounted present value of estimated future cash
flows technique

In addition to the amount initially recognized, revenue for unconditional gifts to be collected in
future years is also recognized each year as the present-value discount is amortized using the level-
yield method.

When a donor stipulated time restriction ends or purpose restriction is accomplished, net assets
with donor restrictions are reclassified to net assets without donor restrictions and reported in the
statements of activities as net assets released from restrictions. Absent explicit donor stipulations
for the period of time that long-lived assets must be held, expirations of restrictions for gifts of
land, buildings, equipment and other long-lived assets are reported when those assets are placed in
service.

Gifts and investment income having donor stipulations which are satisfied in the period the gift is
received are recorded as revenue and net assets without donor restrictions.

Conditional contributions having donor stipulations which are satisfied in the period the gift is
received are recorded as revenue and net assets without donor restrictions.

Government Grants

Support funded by grants is recognized as the University meets the conditions prescribed by the
grant agreement, performs the contracted services, or incurs outlays eligible for reimbursement

13



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

under the grant agreements. Grant activities and outlays are subject to audit and acceptance by the
granting agency and, as a result of such audit, adjustments could be required.

Split Interest Agreements

Funds held in trust by others for the benefit of the University are recorded at fair value based on the
University’s share of the trust.

Irrevocable charitable remainder unitrusts held by others are recorded as a contribution in the year
the trust is established. The contribution is recorded at the fair value of the trust assets less the
present value of the estimated future cash payments to the beneficiaries.

Income Taxes

The University and Polar Enterprises are exempt from income taxes under Section 501©(3) of the
Internal Revenue Code and a similar provision of state law. However, the University and Polar
Enterprises are subject to federal income tax on any unrelated business taxable income. The Inn is
a for-profit company that furnishes the University the managerial, supervisory, administrative and
support services relating to the hotel owned by the University.

The University files tax returns in the U.S. federal jurisdiction. With a few exceptions, the University
is no longer subject to U.S. federal, state or local or non-U.S. income tax examinations by tax
authorities for years before fiscal year 2019. Accordingly, no provision for income taxes has been
made. The University did engage in activities unrelated to its exempt purpose, however, the
University did not incur any unrelated business income tax expense in the years ended May 31, 2022
and 2021. The University is also exempt from state income taxes.

Compensated Absences

Full-time employees, excluding faculty, earn 20 days of vacation each year, which is accrued on a
per pay basis. The employee may accumulate a maximum of 30 days, in accordance with the leave
policy. Employees may be paid for unused vacation leave, up to a maximum of 20 days, at their
current rate of pay upon termination of service. The University accrues costs for vacation leave as
obligations of net assets without donor restrictions. At May 31, 2022 and 2021, the University had
an accrual of $918,848 and $934,588, respectively, for unused vacation leave, which is included in
accrued expenses in the statement of financial position. There is no accrual for sick pay.

Functional Allocation of Expenses

The costs of supporting various programs and other activities have been summarized on a
functional basis in the statements of activities. The statement of functional expenses presents the
natural classification detail of expenses by function. Certain costs (primarily depreciation, interest,
facilities operations and maintenance, insurance and utilities) have been allocated among the
educational, institutional support and fundraising categories based on applicable direct usage of
assets, related debt or allocated on a square footage basis.

14



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Note 2: Contributions Receivable

Contributions receivable at May 31 consisted of the following:
Discount rates ranged from 0.55 percent to 2.58 percent for 2022 and 2021.

2022 2021
Less than one year $ 883,566 $ 552,846
Due one to five years 1,692,054 523,918
2,575,620 1,076,764
Less allowance for uncollectible contributions (100,000) (100,000)
Less present value discount (59,272) (14,664)
$ 2,416,348 $ 962,100

Note 3: Investments and Investment Return
Investments at May 31 consisted of the following:
2022 2021
Cash and money market funds 5,036,456

15



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Total investment return is comprised of the following:

Without With
Donor Donor
Restrictions Restrictions
Operating
Endowment income and gains distributed $ 7961114 $ 1,726,116
Total operating 7,961,114 1,726,116
Non-operating
Interest and dividend income (net of expenses) 3,832,096 -
Net realized and unrealized gains 4,778,324 8,179,767
Investment return designated for current operations (7,961,114) (1,726,116)

Total non-operating

$

Total

9,687,230
9,687,230

3,832,096
12,958,091
(9,687,230)

16



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Alternative Investments

The fair value of alternative investments that have been estimated using the net asset value per
share as a practical expedient consist of the following at May 31.:

Redemption

Unfunded Redemption Notice
Fair Value Commitments Frequency Period
Private common trust funds (A) $ 18209335 $ - Monthly- 30-90 days
Quarterly
Multi-strategy hedge funds (B) 10,107 - Monthly- 30-90 days
Quarterly

Private equity funds (C) 74,497,949

17



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Note 4: Notes Receivable

The University makes uncollateralized loans to students through its participation in the Federal
Perkins Loan program, Health Professions Student Loan program (HPSL) and Nursing Student
Loan program (NSL). The availability of funds under these three federal loan programs is
dependent on reimbursement to the loan fund from repayments on outstanding loans. Funds
advanced by the federal government totaled $6,468,554 and $7,191,914 as of May 31, 2022 and
2021, respectively. These advances are ultimately refundable to the federal government and are
classified as liabilities in the consolidated statements of financial position. Outstanding loans
canceled under the program result in a reduction of funds available for future loans and a decrease
in the University’s liability to the federal government. These loan amounts represent 1.6 percent
and 1.8 percent of total assets as of May 31, 2022 and 2021, respectively.

The University also makes uncollateralized loans to students and student organizations through
institutional loan funds. The loans to students are generally based on financial need. The loans to
student organizations are typically secured by certain property for which the loans were made.

Allowances for doubtful accounts are established based on current economic factors and specific
circumstances of the borrower which, in management’s judgment, could influence the ability of the
borrower to repay the amounts per the loan terms. For the federal loan programs, the federal
government bears the risk of loss of uncollectible loans provided the University performs required
collection due diligence procedures, therefore affecting the determination of the needed allowance
for losses. The University does not stop the accrual of interest until a loan is written off; therefore,
the University has no loans on nonaccrual status.

Categories of loans at May 31 include:

2022 2021

Student loans receivable
Federal government programs $ 7,040,744 7,614,935

18



Ohio Northern University

Notes to Consolidated Financial Statements

May 31, 2022 and 2021

Note 5:  Property and Equipment

Property and equipment are summarized as follows at May 31:

2022 2021

Land $ 8,159,275 $ 8,159,275
Land improvements 13,323,316 11,608,016
Buildings 239,836,945 236,673,228
Equipment, furniture, fixtures and vehicles 28,226,769 26,132,827
Collections 1,864,029 1,864,029
Construction in progress 1,046,958 3,151,481

292,457,292 287,588,856
Less accumulated depreciation (147,888,396) (139,315,617)

The following construction commitments exist as of May 31:

$ 144,568,896 $ 148,273,239

Energy Master Plan
Child Development Center
Stadium Press Box

2022 2021
$ 497,192 $ 2,045,589
243,185 -
72,713

$ 813,090 $ 2045589

Note 6: Beneficial Interest in Remainder Trusts and Perpetual Trusts

The University is the beneficiary under various charitable remainder trusts administered by outside
parties. Under the terms of the trusts, the University has the irrevocable right to receive the net
assets of these trusts at the end of the trust’s term. The beneficial interest in these trusts is recorded
at the present value of the expected future cash flows discounted at 3.0 percent and 1.2 percent for
May 31, 2022 and 2021, respectively, and applicable mortality tables. The estimated value of the
expected future cash flows is $2,293,047 and $3,105,641 at May 31, 2022 and 2021, respectively.

The University is also the beneficiary under various perpetual trusts administered by outside
parties. Under the terms of the trusts, the University has the irrevocable right to receive income
earned on the trust assets in perpetuity, but never receives the assets held in trust. The estimated
value of the expected future cash flows is $16,716,004 and $18,634,808, which represents the fair

19



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Note 7: Long-Term Debt

Long-term debt consists of the following:

2022

2018 United States of America Notes acting through the Rural Housing
Service of the United States Department of Agriculture, interest rate

2021

20



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

The issuance of the Series 2020 bonds triggered an early extinguishment of unamortized bond
origination costs from the Series 2013 and Series 2014 bonds. The amount of unamortized bond
origination costs was $360,133 and is reflected as a non-operating loss on extinguishment of debt
on the consolidated statement of activities for the year ended May 31, 2021.

Aggregate annual principal payments required on bonds payable at May 31, 2022, are:

2023 $ 1,237,334
2024 1,279,740
2025 1,323,215
2026 1,607,794
2027 1,663,514

21



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

is funded by the University through Healthcare Reimbursement Accounts (HRA) for each eligible
post-Medicare retiree.

The University uses a May 31 measurement date for the Plan. Information about the Plan’s funded

status follows:
2022 2021

Accumulated postretirement benefit obligation $

22



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Other significant balances and costs as of May 31 are:

2022 2021
Net periodic benefit costs $ (791,794) $ (872,434)
Employer contributions 379,127 602,970
Benefits paid (379,127) (602,970)
Components of net periodic postretirement benefit cost:
2022 2021
Service cost $ 9,528 $ 11,949
Interest cost 60,305 70,914
Amortization of prior service credit (1,232,001) (1,634,293)
Amortization of net loss 370,374 678,996
Net periodic postretirement benefit cost $ (791,794) $ (872,434)

23



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Note 10: Net Assets
Net Assets with Donor Restrictions

Restricted net assets are available for the following purposes or periods:

2022 2021
Subject to expenditure for specified purpose
Unexpended property and equipment funds $ 8,145,505 $ 6,842,127
Scholarships 1,294,725 1,249,241
Instruction, academic support and research 6,569,747 7,028,371
Loan program funds 3,731,647 3,914,344
19,741,624 19,034,083
Subject to the passage of time
Charitable trust agreements 1,214,013 1,415,968
Promises to give that are restricted by donors 799,498 687,994
Promises to give that are not restricted by donors, but which
are unavailable for expenditure until due 326,082 22,200
2,339,593 2,126,162
Endowments
Subject to appropriation and expenditure when a specified event
occurs
Scholarships 43,476,822 41,168,890
Instruction and academic support 37,728,198 33,913,527
Termendowments 151,705 151,705
Underwater endowments (21,754) (50,757)
81,334,971 75,183,365
Subject to endowment spending policy and appropriation
Scholarships 75,326,862 71,461,664
Instruction and academic support 39,704,190 36,391,311
115,031,052 107,852,975
Total endowments 196,366,023 183,036,340

24



Ohio Northern University

Notes to Consolidated Financial Statements

May 31, 2022 and 2021

Net Assets Released From Restrictions

Net assets were released from donor restrictions by incurring expenses satisfying the restricted

purposes or by occurrence of other events specified by donors as follows.

2022 2021
Purpose restrictions accomplished
Instruction, academic support and research $ 3,321,862 2,689,730
Scholarship and student relief - 985
Trusts and charitable gift annuities 51,658 144,332
Other 35,133 57,770
Total net assets released fromrestrictions for operations $ 3,408,653 2,892,817
Property and equipment acquired and placed in service $ 1,217,264 1,315,239
Total satisfaction of capital acquisition restrictions $ 1,217,264 1,315,239

25



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

6. Other resources of the University

7.

Investment policies of the University

26



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Changes in endowment net assets for the years ended May 31, 2022 and 2021, were:

2022
Without Donor With Donor
Restriction Restriction Total

Endowment net assets, beginning of year $ 13,168,571 $ 183,036,340 $ 196,204,911
Investment return

Investment income 3,701,776 - 3,701,776

Net appreciation 4,191,505 7,519,025 11,710,530

Total investment return 7,893,281 7,519,025 15,412,306

Contributions - 7,536,774 7,536,774

Gifts designated by board for endowment 1,371,473 - 1,371,473

Transfer in 1,400,000 - 1,400,000
Appropriation of endowment assets for

expenditure (7,956,214) (1,726,116) (9,682,330)

Endowment net assets, end of year $ 15,877,111 $ 196,366,023 $ 212,243,134

2021
Without Donor With Donor
Restriction Restriction Total

Endowment net assets, beginning ofyear $ 11,466,676 $ 152,749,123 $ 164,215,799
Investment return

Investment income 2,468,958 - 2,468,958
Net appreciation 8,030,071 29,463,902 37,493,973
Total investment return 10,499,029 29,463,902 r 39,962,931
Contributions - 2,931,075 2,931,075
Gifts designated by board for endowment 475,756 - 475,756
Appropriation of endowment assets for
expenditure (9,272,890) (2,107,760) (11,380,650)
Endowment net assets, end of year $ 13,168,571 $ 183,036,340 $ 196,204,911

27



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

endowment while seeking to maintain the purchasing power of the endowment. Endowment assets
include those assets of donor-restricted endowment funds the University must hold in perpetuity or
for donor-specified periods, as well as those of Board-designated endowment funds. Under the
University’s policies, endowment assets are invested in a manner that is intended to a) earn a
reasonable rate of return so as to maintain intergenerational equity, b) maintain an appropriately
diversified portfolio, across asset classes and investment managers and ¢) maintain adequate
liquidity to support expected distributions, portfolio balancing, funding of illiquid mandates, as
well as reasonable expected needs. Return performance will be measured as compared to various
and monitored benchmarks established by the investment committee measured over a full business
cycle, typically three to five years. Actual returns in any given year may vary from this amount.

To satisfy its long-term rate of return objectives, the University relies on a total return strategy in
which investment returns are achieved through both current yield (investment income such as
dividends and interest) and capital appreciation (both realized and unrealized). The University
targets a diversified asset allocation that places a greater emphasis on equity-based investments to
achieve its long-term return objectives within prudent risk constraints.

The University adopted a policy (the spending policy) of appropriating for expenditure each year 5
percent of each endowment fund’s average fair value over the prior 12 quarters through the
calendar year-end preceding the fiscal year in which expenditure is planned. This distribution is
intended to support operations as we

28



Ohio Northern University

Notes to Consolidated Financial Statements
May 31, 2022 and 2021

Note 13: Disclosures About Fair Value of Assets and Liabilities

ASC Topic 820, Fair Value Measuremenytdefines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. Topic 820 also specifies a fair value hierarchy which requires an entity to
maximize the use of observable inputs and minimize the use of unobservable inputs when

measuring fair value. The standard describes three levels of inputs that may be used to measure
fair value:

Level 1  Quoted prices in active markets for identical assets or liabilities

Level 2  Observable inputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities; quoted prices in markets that are not active; or other inputs that are

observable or can be corroborated by observable market data for substantially the
full term of the assets or liabilities

Level 3

29



Ohio Northern University
Notes to Consolidated Financial Statements

May 31, 2022 and 2021

Assets
Cash Equivalents and Investments,
Restricted for Loans and Long-Lived
Asset Purchases
Money market funds

Investments
Money market funds
Common stocks
U.S. Government and agency
obligations
Corporate debt securities
Equity mutual funds
International markets
Large cap blend and growth
Small and mid-cap
Fixed income mutual funds
Land held for sale
Alternative investments
Common trust funds measured at
net asset value (A)
Multi-strategy hedge funds
measured at net asset value (A)
Private equity funds measured at
net asset value (A)

Assets Heldin Charitable Remainder Trusts

Beneficial Interest in Remainder Trusts

Quoted
Pricesin
Active

Markets for

Identical

Assets

Fair Value (Level 1)
$ 263420 $ 263,420
4,773,036 4,773,036
6,295,418 6,081,880
471,921 -
866,834 -
26,052,422 26,052,422
46,336,563 46,336,563
532,931 532,931
37,995,939 37,995,939
61,245 -
18,209,335 -
10,107 -
74,497,949 -
800,899 759,596
2,293,047 -

Significant
Other Significant
Observable Unobservable
Inputs Inputs

(Level 2) (Level 3)

$ - % -
- 213,538

471,921 -
866,834 -

- 61,245

41,303 -

- 2,293,047
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Quoted
Pricesin
Active
Markets for
Identical
Assets
Fair Value (Level 1)
Assets
Cash Equivalents and Investments,
Restricted for Loans and Long-Lived
Asset Purchases

Money market funds $ 264,447 $ 264,447
Investments
Money market funds 1,768,817 1,768,817
Common stocks 5,510,131 3,441,617
U.S. Government and agency
obligations 481,460 -
Corporate debt securities 1,043,158 -
Equity mutual funds
International markets 28,559,543 28,559,543
Large cap blend and growth 47,574,630

Significant
Other Significant
Observable Unobservable
Inputs Inputs

(Level 2) (Level 3)

- 2,068,514

481,460 -
1,043,158 -
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nonrecurring basis. There were no significant changes in valuation techniques for the year-ended
May 31, 2022.

Transfers Between Fair Value Hierarchy Levels

Transfers in and out of Level 1 (quoted market prices), Level 2 (other significant observable
inputs) and Level 3 (significant unobservable inputs) are recognized on the period beginning date.

In 2022, transfers out of Level 3 and into Level 1 occurred due to certain securities how being
listed on an open, public exchange. There was no such transfer in 2021.

Cash Equivalents and Investments, Restricted for Loans and Long-Lived Asset
Purchases, Investments and Assets Held in Charitable Remainder Trusts

Where quoted market prices are available in an active market, securities are classified within

Level 1 of the valuation hierarchy. If quoted market prices are not available, then fair values are
estimated by using quoted prices of securities with similar characteristics or independent asset
pricing services and pricing models, the inputs of which are market-based or independently sourced
market parameters, including, but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections and cash flows. Such securities are classified in
Level 2 of the valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not
available, securities are classified within Level 3 of the hierarchy. See the table below for inputs
and valuation techniques used for Level 3 securities.

Fair value determinations for Level 3 measurements of securities are the responsibility of the
Controller’s Office. The Controller’s Office obtains valuation from third parties as needed to
generate fair value estimates. The Controller’s Office reviews the methodology to ensure the
estimated fair value complies with accounting standards generally accepted in the United States.

Beneficial Interest in Remainder Trusts

Fair value is estimated at the present value of the future assets expected to be received from the
trust upon dissolution. Due to the nature of the valuation inputs, the interest is classified within
Level 3 of the hierarchy.

Beneficial Interest in Perpetual Trusts

Fair value is estimated at the present value of the future distributions expected to be received over
the term of the agreement. Due to the nature of the valuation inputs, the interest is classified within
Level 3 of the hierarchy.

Fair value determinations for Level 3 measurements of beneficial interests in trusts is the
responsibility of the Controller’s Office. The Controller’s Office obtains valuation from third
parties as needed to generate fair value estimates. The Controller’s Office reviews the
methodology to ensure the estimated fair value complies with accounting standards generally
accepted in the United States.
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The following is a reconciliation of the beginning and ending balances of recurring fair value
measurements recognized in the accompanying consolidated statements of financial position using
significant unobservable (Level 3) inputs:

Beneficial Beneficial
Interestin Interestin
Common Land Held Remainder Perpetual
Stocks for Sale Trusts Trusts
Balance, June 1, 2020 $ 1881850 $ 61,245 $ 2,893,780 $ 15,565,264
Total realized and unrealized gains
included in change in net assets - - 211,861 3,662,462
Distributions - - - (592,918)
Purchases 186,664 - - -
Balance, May 31, 2021 2,068,514 61,245 3,105,641 18,634,808
Total realized and unrealized losses included
in change in net assets (2,501) - (812,594) (1,308,729)
Distributions - - - (610,075)
Transfers (1,852,475) - - -
Balance, May 31, 2022 $ 213538 $ 61,245 $ 2293047 $ 16,716,004
Total gains for the period included
in change in net assets attributable to the
change in unrealized gains (losses) related
to assets and liabilities still held at the
reporting date
May 31, 2022 $ (2501) $ - 3 (812,594) $ (1,308,729)
May 31, 2021 $ - $ - $ 211,861 $ 3,662,462

The realized and unrealized gains and losses for items reflected in the table above are included in
other revenue (expenses) in the consolidated statements of activities.

Unobservable (Level 3) Inputs

The following tables present quantitative information about unobservable inputs used in recurring
Level 3 fair value measurements:

Common stocks

Land held for sale

Beneficial interest in remainder trusts

Beneficial interest in perpetual trusts

Fair Value at Valuation Unobservable
May 31, 2022 Technique Inputs Range
$ 213,538 Market Liquidity and 0% - 30%
comparables  marketability
discounts
61,245 Market Marketability 0% - 20%
comparables  discounts and
adjustments
2,293,047 Discounted  Discount rates 2% - 6%
cash flows Market return
rates
16,716,004 Discounted  Discount rates 2% - 8%
cash flows Market return

rates
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Fair Value at Valuation Unobservable

May 31, 2021 Technique Inputs Range
Common stocks $ 2068514 Market Liquidity and 0% - 30%
comparables  marketability
discounts
Land held for sale 61,245 Market Marketability 0% - 20%
comparables  discounts and
adjustments
Beneficial interest in remainder trusts 3,105,641 Discounted  Discount rates 2% - 6%
cash flows Market return
rates
Beneficial interest in perpetual trusts 18,634,088 Discounted  Discount rates 2% - 8%
cash flows Market return
rates

Sensitivity of Significant Unobservable Inputs
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Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA) and the American
Rescue Plan (ARP) provided additional rounds of HEERF (Il and 111). The HEERF funds
contained two components, an institutional award and a student aid award. The student aid portion
must be distributed to students in the form of emergency financial aid grants to generally cover any
component of the cost of attendance for the distribution of education or emergency costs that arose
due to COVID-19. The institutional portion can be used for multiple items, but largely to cover
lost revenue, defray and pay for
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Note 16: U.S. Department of Education Financial Responsibility Ratio
Information

The following information is required by the U.S. Department of Education for the year ended

May 31, 2022:
2022
Net assets with donor restrictions - restricted in perpetuity $ 136,652,708
Annuities with donor restrictions 523,649
Life income funds with donor restrictions -
Property, plant and equipment, net of accumulated depreciation - pre-implementation $ 99,159,375
Property, plant and equipment, net of accumulated depreciation - post-implementation
with outstanding debt for original purchase 34,624,359
Property, plant and equipment, net of accumulated depreciation - post-implementation
without outstanding debt for original purchase 9,738,203
Construction in progress 1,046,959
Total property, plant and equipment, net $ 144,568,896
Long-termdebt obtained for long-term purposes - pre-implementation $ 52,344,600
Long-termdebt obtained for long-term purposes - post-implementation 32,688,467
Long-termdebt obtained for long-term purposes - post-implementation not for capital 6,510,000
Total long-term debt $ 91,543,067

Total reven65.7(0)-.341fcl96 0 TD5(-)02(1)84.4(0)6.1(ngl06.1R073.6(3TJ-38.3813 -1.3046 TD.0393 Tc-.0624 p))234t9
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Tuition, housing and mean plan services revenue are considered to be separate performance
obligations. The University allocates the fees charged to students to tuition and housing, food and
other services based on standalone charges to students for tuition and those other services.

Transaction Price and Recognition

The University determines the transaction price based on standard charges for goods and services
provided, reduced by certain institutional scholarships and aid in accordance with the University’s
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Disaggregation of Revenue

The composition of net student fees revenue by segment for the year ended May 31 is as follows:

2022 2021
Net tuition and fees $ 53,755,259 $ 49,497,918
Room 13,452,526 12,199,756
Board 6,577,178 5,607,685
Other auxiliary 2,501,601 1,716,179
Other revenue 1,962,851 717,143

$ 78,249,415 $ 69,738,681

2022 2021
Services transferred over time $ 67,207,785 $ 61,697,674
Sales at point in time 11,041,630 8,041,007

$ 78,249,415 $ 69,738,681

Contract Balances
The following table provides information about the University's
receivables and contract liabilities from contracts with customers:

2022 2021
Contract Assets
Accounts receivable, beginning of the year $ 1025132 $ 1,386,247
Accounts receivable, end of the year 868,258 1,025,132
Contract Liahilities
Deferred revenue, beginning of the year 1,365,039 1,522,437
Deferred revenue, end of the year 1,349,262 1,365,039

Note 18: Significant Estimates, Concentrations, Commitments and
Contingencies

Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due to certain concentrations. Those
matters include the following:

Contributions

Approximately 24 percent and 18 percent of all contributions were received from two donors and
one donor in 2022 and 2021, respectively.
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Postretirement Medical Benefit Obligations

The University has a postretirement medical benefit plan whereby it agrees to provide certain
postretirement benefits to eligible employees. The benefit obligation is the actuarial present value
of all benefits attributed to service rendered prior to the valuation date based on the projected unit
credit cost method. It is reasonably possible that events could occur that would change the
estimated amount of this liability materially in the near term.

Accrued Asset Retirement Obligation

40



Supplementary Information



Ohio Northern University

May 31, 2022
Financial Responsibility Supplemental Schedule
Required by the U.S. Department of Education





