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Independent Auditor’s Report

Board of Directors
Wittenberg University

Opinion

We have audited the consolidated financial statements of Wittenberg University (the University), which
comprise the consolidated statements of financial position as of June 30, 2023 and 2022, the related
consolidated statements of activities and cash flows for the years then ended, and the related notes to the
consolidated financial statements (collectively, the financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the University as of June 30, 2023 and 2022, and the changes in their net assets and their
cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the 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.

Emphasis of Matter

As discussed in Note 16 to the financial statements, the University has suffered recurring losses from
operations and liquidity challenges. Management's evaluation of the events and conditions and
management's plans to mitigate these matters are also described in Note 16. Our opinion is 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
design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with 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 GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the 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.

e 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.

PSM US LLP

Dayton, Ohio
December 22, 2023



Wittenberg University

Consolidated Statements of Financial Position
June 30, 2023 and 2022

2023 2022

Assets

Cash and cash equivalents $ 786,636 $ 4,257,205
Accounts receivable, net 5,393,476 5,384,705
Contributions receivable, net 4,440,733 4,358,327
Prepaid expenses and other assets 547,356 585,935
Restricted bond proceeds and reserves 4,301,525 4,173,220
Student notes receivable, net 3,106,969 5,163,751
Investments 97,897,825 105,871,877
Cash surrender value of life insurance 138,635 129,637
Beneficial interest in trusts 4,996,277 4,758,010
Finance right-of-use assets, net 864,058 1,593,315
Land, buildings and equipment, net 89,861,022 94,209,070

Total assets
Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses
Line of credit
Deferred revenue and deposits
Accounts held on behalf of others
Finance lease liabilities, net
Long-term debt, net
Annuities and trusts payable
Advances from federal government for student loans
Total liabilities

Net assets:
Without donor restrictions:
Controlling interest
Noncontrolling interest

With donor restrictions
Total net assets

Total liabilities and net assets

See notes to consolidated financial statements.

$ 212,334,512

$ 230,485,052

$ 4515183 $ 6,028,992
5,000,000 5,000,000
880,586 1,444,806
1,036,229 710,217
1,155,549 748,009
38,209,272 39,595,915
2,008,065 2,012,777
1,897,744 1,917,291
54,702,628 57,458,007
23,575,872 28,781,698
3,552,025 7,390,211
27,127,897 36,171,909
130,503,987 136,855,136
157,631,884 173,027,045

$ 212,334,512

$ 230,485,052




Wittenberg University

Consolidated Statement of Activities
Year Ended June 30, 2023

Without Donor

With Donor

Restrictions Restrictions Total
Operating revenue:
Tuition and fees (less student aid of $36,220,500) $ 15,303,215 $ - $ 15,303,215
Investment return designated for current operations 2,662,120 5,137,308 7,799,428
Grants and contracts 776,163 593,747 1,369,910
Contributions 2,173,380 1,827,384 4,000,764
Bequests 304,610 887,775 1,192,385
Other investment income 182,198 103,724 285,922
Other 5,588,214 7,712 5,595,926
Auxiliary enterprise revenue 10,318,802 - 10,318,802
Net assets released from restrictions 12,085,834 (12,085,834) -
Total operating revenues 49,394,536 (3,528,184) 45,866,352
Operating expenses:
Instruction 12,340,785 - 12,340,785
Research 325,286 - 325,286
Academic support 1,964,207 - 1,964,207
Student services 10,710,444 - 10,710,444
Institutional support 12,751,927 - 12,751,927
Operation and maintenance of plant 7,669,932 - 7,669,932
Auxiliary enterprise expense 5,082,858 - 5,082,858
Interest expense 2,457,335 - 2,457,335
Depreciation and amortization 6,288,600 - 6,288,600
Total operating expenses 59,591,374 - 59,591,374
Change in net assets before other changes (10,196,838) (3,528,184) (13,725,022)
Other changes:
Investment return net of amounts designated for
current operations (493,349) (1,388,330) (1,881,679)
Change in value of split-interest agreements 18,184 193,356 211,540
Net asset released from restrictions for capital 1,627,991 (1,627,991) -
1,152,826 (2,822,965) (1,670,139)
Change in net assets (9,044,012) (6,351,149) (15,395,161)
Less change attributable to the noncontrolling interest 3,838,186 - 3,838,186
Change in net assets attributable to Wittenberg (5,205,826) (6,351,149) (11,556,975)
Net assets, beginning of year, excluding noncontrolling interest 28,781,698 136,855,136 165,636,834
Net assets, end of year, excluding noncontrolling interest $ 23,575,872 $ 130,503,987  $ 154,079,859

See notes to consolidated financial statements.




Wittenberg University

Consolidated Statement of Activities
Year Ended June 30, 2022

Without Donor With Donor
Restrictions Restrictions Total
Operating revenue:
Tuition and fees (less student aid of $34,493,326) $ 16,988,470 $ - $ 16,988,470
Investment return designated for current operations 2,818,806 4,474,150 7,292,956
Grants and contracts 401,106 4,920,703 5,321,809
Contributions 2,470,345 4,877,469 7,347,814
Bequests 837,662 715,661 1,653,323
Other investment income 94,768 119,165 213,933
Other 2,522,462 30,489 2,552,951
Auxiliary enterprise revenue 9,814,854 - 9,814,854
Net assets released from restrictions 18,501,751 (18,501,751) -
Total operating revenues 54,450,224 (3,364,114) 51,086,110
Operating expenses:
Instruction 11,962,892 - 11,962,892
Research 290,979 - 290,979
Academic support 1,770,152 - 1,770,152
Student services 12,198,149 - 12,198,149
Institutional support 10,213,474 - 10,213,474
Operation and maintenance of plant 7,616,964 - 7,616,964
Auxiliary enterprise expense 5,645,372 - 5,645,372
Interest expense 2,464,896 - 2,464,896
Depreciation and amortization 4,623,989 - 4,623,989
Total operating expenses 56,786,867 - 56,786,867
Change in net assets before other changes (2,336,643) (3,364,114) (5,700,757)
Other changes:
Investment return net of amounts designated for
current operations (1,113,210) (16,142,988) (17,256,198)
Change in value of split-interest agreements 43,476 446,561 490,037
Net asset released from restrictions for capital 357,511 (357,511) -
(712,223) (16,053,938) (16,766,161)
Change in net assets (3,048,866) (19,418,052) (22,466,918)
Less gain attributable to the noncontrolling interest (19,541) - (19,541)
Change in net assets attributable to Wittenberg (3,068,407) (19,418,052) (22,486,459)
Net assets, beginning of year, excluding noncontrolling interest 31,850,105 156,273,188 188,123,293
Net assets, end of year, excluding noncontrolling interest $ 28,781,698 § 136,855,136 $ 165,636,834

See notes to consolidated financial statements.




Wittenberg University

Consolidated Statements of Cash Flows
Years Ended June 30, 2023 and 2022

2023 2022
Cash flows from operating activities:
Change in net assets $ (15,395,161) $ (22,466,918)
Adjustments to reconcile change in net assets to net cash used in operating activities:
Depreciation and amortization 6,288,600 4,623,989
Change in value of split-interest agreements 211,540 490,037
Net realized and unrealized (gain) loss on investments (2,441,091) 14,705,358
Gain on beneficial interest in trusts (238,267) (785,657)
Loss on sale of property 201,060 1,340,865
Gifts for permanently restricted purposes (1,344,498) (2,484,516)
Income restricted to long-term investment (111,436) (149,654)
Actuarial gain on annuity and trust obligations (145,993) (559,165)
Changes in:
Accounts and grants receivable (8,771) (2,401,164)
Contributions receivable (82,406) (1,231,519)
Prepaid expenses and other assets 38,579 (200,856)
Accounts payable and accrued expenses (1,513,809) (200,014)
Deferred revenue and deposits (564,220) (465,331)
Accounts held on behalf of others 326,012 97,485
Net cash used in operating activities (14,779,861) (9,687,060)
Cash flows from investing activities:
Collection of student notes receivable 2,056,782 742,903
Proceeds from sale of investments 94,868,120 22,443,419
Purchase of investments (84,461,975) (17,246,831)
Proceeds from sale of land, buildings, and equipment 87,000 -
Purchase of land, buildings and equipment (796,810) (1,089,576)
Net cash provided by investing activities 11,753,117 4,849,915
Cash flows from financing activities:
Decrease in federal advances for student loans (19,547) (433,618)
Increase in line of credit - 5,000,000
Repayment of long-term debt (1,480,000) (4,420,000)
Payment of financing lease obligations (201,648) (235,670)
Annuity payments (70,259) (74,044)
Capital distributions - (228,202)
Gifts for permanently restricted purposes 1,344,498 2,484,516
Income restricted to long-term investment 111,436 149,654
Net cash (used in) provided by financing activities (315,520) 2,242,636
Net decrease in cash, cash equivalents and restricted cash (3,342,264) (2,594,509)
Cash, cash equivalents and restricted cash:
Beginning 8,430,425 11,024,934
Ending $ 5,088,161 $ 8,430,425
Supplemental disclosure of cash flow information:
Cash paid during the year for interest $ 2,457,335 $ 2,464,896
Supplemental disclosure of noncash financing activities:
Right-of-use asset in exchange for new finance lease obligation $ 609,188  § -

See notes to consolidated financial statements.



Wittenberg University

Notes to Consolidated Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies

Nature of activities: Wittenberg University (the University) was founded in 1845 and is a privately
endowed educational institution affiliated with the Evangelical Lutheran Church in America (ELCA). The
mission of the University is to provide a liberal arts education dedicated to intellectual inquiry and
wholeness of a person within a diverse residential community. Reflecting its Lutheran heritage, the
University challenges students to become responsible global citizens, to discover their callings, and to
lead personal, professional, and civic lives of creativity, service, compassion and integrity. The
University’s revenues and other support are derived principally from student tuition and fees, investments,
gifts and grants, operation of residence and dining halls and various related activities. Its activities are
conducted principally in the Springfield, Ohio area.

A summary of the University’s significant accounting policies follows:

Principles of consolidation: In addition to the University, the accompanying consolidated financial
statements include the following entities, herein referred to collectively as the University:

e West Ward Street Development Corporation—a supporting corporation created to be the managing
member of 1929 Managing Member, Inc.

e 1929 Managing Member, Inc.—a real estate holding company formed to hold an investment in 1929
Fieldhouse LLC.

e 1929 Fieldhouse LLC—an entity formed to construct a health, wellness and athletics complex.

e 1929 Fieldhouse Master Tenant LLC—an entity formed to acquire and operate the health, wellness
and athletics complex. The entity is owned 1% by 1929 Master Tenant Managing Member Inc.
(Managing Member) and 99% by NTCIC HTC Community Fund |, LLC (Investor Member). Profits,
losses and tax credits are allocated to the Managing Member and Investor Member as defined in the
Operating Agreement.

e 1929 Master Tenant Managing Member Inc.—a real estate holding company formed to hold an
investment in 1929 Fieldhouse Master Tenant, LLC.

The affiliated entities noted above entered into a tax credit financing transaction during 2018 to finance
the construction of a health, wellness and athletics complex. The consolidated financial statements
include the accounts of all controlled affiliates that are required to be consolidated, and all intercompany
transactions and balances have been eliminated. The amount of net assets allocated to the
noncontrolling members in the above entities are reflected as noncontrolling interests in the consolidated
financial statements. No capital contributions were made during 2023 or 2022. No distributions were paid
in 2023. Distributions of approximately $228,000 were paid in 2022.Change attributable to noncontrolling
interest includes a transfer of membership interest from the noncontrolling interest of approximately
$3,7200,000.

Basis of presentation: The accompanying consolidated financial statements are prepared on the
accrual basis of accounting in accordance with accounting principles generally accepted in the United
States of America (GAAP). The University is required to report information regarding its financial position
and activities based on the existence or absence of donor-imposed restrictions according to two classes
of net assets: without donor restrictions and with donor restrictions.

Net assets without donor restrictions are net assets that are free of donor-imposed restrictions as well as
net assets designated by the Governing Board (Board).



Wittenberg University

Notes to Consolidated Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

Net assets with donor restrictions include net assets from grants, contributions, investment income or
other inflows where the use is limited by donor-imposed restrictions that either expire by the passage of
time or can be fulfilled by actions of the University.

Also included in net assets with donor restrictions are net assets subject to donor-imposed restrictions to
be maintained in perpetuity by the University, which include gifts and contributions receivable for
endowment wherein donors stipulate that the corpus of the gift be held in perpetuity and only the income
is utilized. Other permanently restricted items in this net asset category include the University’s interest in
the values of certain perpetual trusts and annuity and life income gifts for which the principal is held in
perpetuity and the income may or may not be subject to donor restrictions.

Revenues are reported as increases in net assets without donor restrictions unless the use of the related
asset is limited by donor-imposed restrictions. When a donor restriction expires, these net assets are
reclassified to net assets without donor restrictions and reported in the consolidated statement of
activities as net assets released from restrictions.

Use of estimates: The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues, expenses, gains, losses and other changes in net assets during the
reporting period. Actual results could differ from those estimates.

Cash and cash equivalents: The University considers all liquid investments with original maturities of
three months or less to be cash equivalents. At June 30, 2023 and 2022, the University’s cash
equivalents consisted of money market funds. The University’s cash equivalents exclude uninvested cash
that is attributable to the endowment, bond proceeds and reserves held in escrow.

Restricted bond proceeds and reserves: These funds represent assets restricted under the bond
indenture. Restricted bond proceeds and reserves consist of cash and cash equivalents.

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within
the consolidated statements of financial position that sum to the total of the same such amounts shown in
the consolidated statements of cash flows:

2023 2022
Cash and cash equivalents $ 786,636 $ 4,257,205
Restricted bond proceeds and reserves 4,301,525 4,173,220
Total cash, cash equivalents and restricted cash
shown in the consolidated statements of cash flows $ 5,088,161 $ 8,430,425

Accounts receivable: Accounts receivable are stated at the amount billed to students plus any accrued
and unpaid interest. The University provides an allowance for doubtful accounts, which is based upon a
review of outstanding receivables, historical collection information and existing economic conditions.
Billing statements are issued to students on a monthly basis. Account balances not resolved by the due
date incur a $75 late payment penalty fee. Students that do not resolve their outstanding balances are not
permitted to register for subsequent semesters. Delinquent accounts are referred to third-party collection
agencies once a student is no longer enrolled at the University. Delinquent accounts are written off based
upon a designated period of time in which no payments have been received. The University recorded an
allowance for doubtful accounts of $1,149,373 and $129,937 at June 30, 2023 and 2022, respectively.
Accounts receivable totaled $5,393,476, $5,384,705 and $2,826,250 as of June 30, 2023, 2022 and
2021, respectively.
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Wittenberg University

Notes to Consolidated Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

Contributions receivable: Contributions receivable are unconditional promises to give. Unconditional
contributions receivable are reported at their net realizable value. Unconditional contributions expected to
be collected in future years are reported at the present value of estimated future cash flows. The
discounts on those amounts are computed at the date of the gift using the risk-free interest rates
applicable to the years in which the promises to give are received, if any. There are no unconditional
promises to give received during 2023 or 2022. The estimated losses are based on historical collection
experience. The University recorded an allowance for doubtful accounts of $302,515 and $469,272,
respectively.

Student notes receivable: Student notes receivable are reported at their outstanding principal balances.
Some of these loans have been issued to eligible students under the Federal Perkins Loan Program. The
repayment period on these federal loans begins after an initial grace period of either six or nine months
once the student ceases to be at least a half-time student. Interest income is recorded as monthly
payments are received. The University’s share of any uncollectible accounts under the Federal Perkins
Loan Program would not be material to the financial statements. Defaulted loans are handled in
accordance with the guidelines of the Federal Perkins Loan Program. The University recorded an
allowance for doubtful accounts of $1,680,236 and $45,000 at June 30, 2023 and 2022, respectively.

Investments and investment return: Investments in equity securities with a readily determinable fair
value and all debt securities are carried at fair value. Investment return includes interest, dividends and
realized and unrealized gains and losses. Investment return is reflected in the consolidated statements of
activities as with or without donor restrictions based upon the existence and nature of any donor-imposed
restrictions. Net appreciation/depreciation (realized and unrealized gains and losses) on endowment
funds is classified in the accompanying consolidated financial statements as explicitly directed by the
donor. In the absence of donor direction, net appreciation/depreciation is classified as revenue with donor
restrictions until appropriated for spending by the Board in accordance with the University’s interpretation
of the State of Ohio Uniform Prudent Management of Institutional Funds Act (Ohio UPMIFA).

The University has significant investments in stocks, bonds and mutual funds and is therefore subject to
concentrations of credit risk. Investments are made by investment managers engaged by the University
and the investments are monitored for the University by an investment advisor. Although the market value
of investments is subject to fluctuations on a year-to-year basis, management believes the investment
policy is prudent for the long-term welfare of the University.

Investments in alternative investments include limited partnerships, private equity, hedge funds and real
estate partnerships, which do not have readily determinable fair values, and are carried at the University’s
proportionate share of the fund’s net asset value (NAV) used as a practical expedient. Such fair value
estimates are based upon the funds’ NAV at the University’s year end. At June 30, 2023, approximately
$23,400,000 of alternative investments were valued using values provided by the fund manager as of
December 31, 2022 or March 31, 2023, adjusted for contributions made and distributions received by the
University through June 30, 2023. In management’s opinion, the stated values approximate fair value.
Due to the inherent uncertainty of valuation, the estimated values may differ from values that would have
been used had a readily available market value for the investments existed, and such differences may be
material.

Split-interest agreements: The University is party to various split-interest agreements, including
perpetual trusts held by third parties and charitable remainder trusts. Assets are invested by the
University or by third-party trustees. Payments are made to donors and/or other beneficiaries in
accordance with the respective agreements. Contribution revenues for split-interest agreements are
recognized at the dates the agreements are established. Revenues are recorded at fair value, net of the
present value of the estimated future payments to be made to donors and/or other beneficiaries.
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Wittenberg University

Notes to Consolidated Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

Land, buildings and equipment: Land, buildings and equipment are recorded at cost, at date of
acquisition or fair value at date of donation, in the case of gifts. Assets are depreciated on a straight-line
basis over the estimated useful life of each asset: buildings (50 years), building systems, renovations and
land improvements (five to 30 years) and equipment (five to 10 years). Construction in process is not
depreciated until placed in service. When major fixed assets are sold or otherwise disposed of, the
carrying value of such assets is removed from the accounts and the net land, buildings and equipment is
reduced accordingly. The related gain or loss is reflected in the consolidated statements of activities.
Assets under capital lease obligations and leasehold improvements are depreciated over the shorter of
the lease term or their respective estimated useful lives.

Long-lived asset impairment: The University evaluates the recoverability of the carrying value of
long-lived assets whenever events or circumstances indicate the carrying amount may not be
recoverable. If a long-lived asset is tested for recoverability and the undiscounted estimated future cash
flows expected to result from the use and eventual disposition of the asset is less than the carrying
amount of the asset, the asset cost is adjusted to fair value and an impairment loss is recognized as the
amount by which the carrying amount of a long-lived asset exceeds its fair value. No asset impairment
was recognized during the years ended June 30, 2023 or 2022.

Asset retirement obligation: Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) 410, Asset Retirement and Environmental Obligations, provides guidance on when an
entity is required to recognize a liability for a conditional asset retirement obligation. Management has
considered ASC 410, specifically as it relates to its legal obligation to perform asset retirement activities
or remediation on its existing properties. Management has determined a 50-year settlement date for the
asset retirement obligations relating to asbestos removal from various buildings across campus. The
University recognizes the fair value of a liability for legal obligations associated with asset retirement costs
in the period in which it is incurred, if a reasonable estimate of the fair value of the obligation can be
made. When the liability is initially recorded, the cost of the retirement obligation is capitalized by
increasing the capitalized cost associated with the retirement obligation which is then depreciated over
the useful life of the related assets. Upon settlement of the obligation, any difference between the cost to
settle the asset retirement obligation and the liability recorded is recognized as a gain or loss in the
consolidated statement of activities. The University reviews its estimate annually and adjusts the recorded
liability as needed. The related liability was recorded at June 30, 2023 and 2022, in the amount of
$880,055, and is included in accounts payable and accrued expenses on the consolidated statements of
financial position.

Leases: The University determines whether an arrangement is or contains a lease at the inception of the
arrangement based on the unique facts and circumstances present in that arrangement. This
determination generally depends on whether the arrangement conveys the right to control the use of an
identified asset explicitly or implicitly for a period of time in exchange for consideration. Control of an
underlying asset is conveyed if the University obtains the rights to direct the use of, and to obtain
substantially all of the economic benefit from, the use of the underlying asset. Lease expense is recorded
in operating expenses in the consolidated statements of activities. The University’s lease agreements do
not contain any material residual value guarantees or material restrictive covenants. Leases with an initial
term of 12 months or less that do not include an option to purchase the underlying asset that the
University is reasonably certain to exercise are considered short-term leases and are not recorded on the
consolidated statements of financial position. The University had no short-term leases during the years
ended June 30, 2023 or 2022.
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Wittenberg University

Notes to Consolidated Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

Right-of-use (ROU) assets and lease liabilities are recognized at each lease’s commencement date
based on the present value of its lease payments over its respective lease term. When a borrowing rate is
not explicitly available for a lease, the University’s incremental borrowing rate is used based on
information available at the lease’s commencement date to determine the present value of its lease
payments. Operating lease payments are recognized on a straight-line basis over the lease term.

The University leases certain student apartments classified as finance leases which run through 2028,
some of which include renewal options. The University considers these renewal options in determining
the lease term used to establish ROU assets and lease liabilities when it is determined that it is
reasonably certain that the renewal option will be exercised.

Advances from federal government for student loans: Funds provided by the United States
government under the Federal Perkins Loan Program are loaned to qualified students. These funds are
ultimately refundable to the government and are recorded as a liability in the accompanying consolidated
statements of financial position. The Federal Perkins Loan Program expired September 30, 2017, and the
University cannot disburse Perkins loans to any student on or after October 1, 2017, except for
subsequent disbursements of loans first disbursed between June 30, 2017 and September 30, 2017. The
University will be liquidating its Federal Perkins Revolving Loan Fund at the direction of the Department of
Education (DOE).

Measure of operations: The University’s change in net assets before other changes includes all
operating revenues and expenses that are an integral part of its programs and supporting activities and
net assets released from donor restrictions to support operating expenditures. The change in net assets
before other changes excludes certain activity. Amounts not included in change in net assets before other
changes include investment return net of amounts designated for current operations, change in value of
split-interest agreements and net assets released from donor restrictions for capital projects.

Revenue recognition: Revenue is recognized as performance obligations are satisfied, which are
determined based on the nature of the services and goods provided.

Tuition and fees revenue is reported within the fiscal year in which educational services are provided.
Income from tuition and fees is recognized ratably over the semester when classes occur. Tuition and
fees relating to summer sessions that begin after June 30 are recorded in the consolidated statements of
financial position as deferred revenue and deposits.

Scholarships and fellowships awarded to students for tuition, fees and room and board are based upon
need and merit. These awards include amounts funded by the endowment, research funds and gifts, and
reduce the published price of tuition for students receiving such aid. As such, institutional aid is referred to
as a tuition discount and represents the difference between the stated charge for tuition and fees and the
amount that is billed to the student and/or third parties making payments on behalf of the student.

Gifts of cash, property and marketable securities are recorded as revenue at fair value when received.
Unconditional pledges are recognized as revenue based on the estimated present value of the future
cash flows, net of allowances, when the commitment is received. The University uses a discount rate
commensurate with risk ranging from 3.8% to 4.9% depending on the year the pledge was received.
Pledges made and collected in the same reporting period are recorded when received in the appropriate
net asset category. Conditional pledges are recorded as revenue only when donor conditions are
substantially met.

Future performance obligations will be met within the next fiscal year.
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Wittenberg University

Notes to Consolidated Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

Auxiliary enterprises include residence halls, food services, retail stores, and athletics. Fee charges are
directly related to the costs of services rendered and are recognized as revenue when the services or
goods are delivered. These services exist to furnish goods or services to students, faculty, staff or
incidentally to the general public, and charges a fee directly related to, although not necessarily equal to,
the cost of the goods or services. As noted above, some institutional aid packages are awarded to defray
the costs of the residential program, and reduce the amount of revenue recognized.

Performance obligations for housing and dining services are delivered over the respective academic
terms. Consequently, revenue from housing and dining services is recognized ratably as services are
rendered. Other revenues are directly related to the costs of services rendered and are recognized as
revenue when the services or goods are delivered.

Income taxes: The University is exempt from Federal income taxes under Internal Revenue Code
Section 501(c)(3). The University generates minor amounts of unrelated business income, annually files
Form 990T and pays taxes on such income. The University recognizes the tax benefit from an uncertain
tax position only if it is more likely than not that the tax position will be sustained on examination by taxing
authorities, based on the technical merits of the position. Examples of tax positions include the
tax-exempt status of the University, the continued tax-exempt status of bonds issued by the University
and various positions related to potential sources of unrelated taxable income. The University believes
that it has appropriate support for any tax positions taken and, as such, does not have any uncertain tax
positions that are material to the financial statements.

Functional expenses: Expenses have been classified as program services, management and general
and fundraising based on the actual direct expenditures and allocation of indirect costs based on square
footage assumptions and headcount.

New accounting pronouncements: The following recently issued accounting pronouncement is
currently being evaluated, as described below:

FASB Accounting Standards Update (ASU) 2016-13, Financial Instruments—Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments, which creates a new credit impairment standard
for financial assets measured at amortized cost and available-for-sale debt securities. The ASU requires
financial assets measured at amortized cost (including loans, trade receivables and held-to-maturity debt
securities) to be presented at the net amount expected to be collected, through an allowance for credit
losses that are expected to occur over the remaining life of the asset, rather than incurred losses. The
ASU requires that credit losses on available-for-sale debt securities be presented as an allowance rather
than as a direct write-down. The measurement of credit losses for newly recognized financial assets
(other than certain purchased assets) and subsequent changes in the allowance for credit losses are
recorded in the statement of income as the amounts expected to be collected change. The ASU is
effective for fiscal years beginning after December 15, 2022, including interim periods within those fiscal
years. The University is currently evaluating the impact of adopting this new guidance on its consolidated
financial statements.

Reclassification: Certain reclassifications have been made to the 2022 consolidated financial statement
presentation to conform to the 2023 presentation.

Subsequent events: The University has evaluated subsequent events through December 22, 2023, the
date on which the consolidated financial statements were issued.
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Notes to Consolidated Financial Statements

Note 2. Contributions Receivable, Net

Contributions receivable consisted of the following at June 30:

Due within one year
Due in one to five years
Due in more than five years

Less discount on pledges

Less allowance for uncollectible pledges
Total contributions receivable, net

Note 3.

2023 2022

$ 1,909,171 $ 1,826,807
2,741,795 3,345,145
462,458 387,520
5,113,424 5,559,472
(370,176) (731,873)
(302,515) (469,272)

$ 4440733 _$ 4,358,327

Investments, Restricted Bond Proceeds and Reserves and Investment Return

The fair value of investments and restricted bond proceeds and reserves at June 30, consisted of the

following:

Money market

Domestic equities

International equities

Real estate

Absolute return

Private equity

Private debt

Fixed income

Equity—domestic

Equity—developed EX US

Equity—emerging markets
Total investments

Restricted bond proceeds and reserves
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2023 2022
2,493,378 $ 3,039,881
42,155,681 53,318,930
584,202 11,282,028
175,267 6,790,189
- 11,359,507
22,542,337 19,033,793
5,125,027 1,047,549
10,494,539 -
2,115,414 -
8,157,279 -
4,054,701 -
$ 97897825 §$ 105,871,877
$ 4301525 § 4,173,220




Wittenberg University

Notes to Consolidated Financial Statements

Note 3.
(Continued)

Investment return is comprised of the following as of June 30:

Investments, Restricted Bond Proceeds and Reserves and Investment Return

2023
Without Donor With Donor
Restrictions Restrictions Total
Interest and dividend income $ 2,025,013 $ 1,737,567 3,762,580
Net realized and unrealized losses 325,956 2,115,135 2,441,091
Total investment return 2,350,969 3,852,702 6,203,671
Less:
Investment return designated for current operations (2,662,120) (5,137,308) (7,799,428)
Other investment income (182,198) (103,724) (285,922)
Investment deficit in excess of amounts
designated for current operations $ (493,349) $ (1,388,330) (1,881,679)
2022
Without Donor With Donor
Restrictions Restrictions Total
Interest and dividend income $ 2,934,856 $ 2,021,193 4,956,049
Net realized and unrealized losses (1,134,492) (13,570,866) (14,705,358)
Total investment return 1,800,364 (11,549,673) (9,749,309)
Less:
Investment return designated for current operations (2,818,806) (4,474,150) (7,292,956)
Other investment income (94,768) (119,165) (213,933)

Investment deficit in excess of amounts
designated for current operations

Note 4. Beneficial Interest in Trusts

$ (1,113,210)

$ (16,142,988)

(17,256,198)

The University is the beneficiary under certain perpetual trusts administered by outside parties. Under the
terms of these 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 $773,578 and $763,940, which represents the fair value of the trust assets at June 30, 2023 and
2022, respectively.

The University is also the beneficiary under various charitable remainder trusts for which it is not the
trustee. The University’s beneficial interest in these trusts is recorded at fair value, measured by the
present value of the estimated expected future benefits to be received when the trust assets are
distributed. At June 30, 2023 and 2022, the University’s beneficial interest in remainder trusts
administered by outside parties is $4,222,699 and $3,994,070, respectively.
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Notes to Consolidated Financial Statements

Note 5. Land, Buildings and Equipment, Net

Land, buildings and equipment consists of the following at June 30:

2023 2022
Land and buildings $ 179,951,472  $ 179,679,562
Equipment 41,307,568 40,809,262
Construction in progress - 124,785
221,259,040 220,613,609
Less accumulated depreciation (131,398,018) (126,404,539)

$ 89,861,022 $ 94,209,070

Note 6. Line of Credit

On February 5, 2020, the University obtained a line of credit of $5,000,000 from a bank to provide for
normal working capital requirements. The line of credit bears interest at 4.5%. The line of credit is payable

on demand and is collateralized by substantially all assets of the University. The amount outstanding is
$5,000,000 as of June 30, 2023 and 2022.

Note 7. ROU Assets and Lease Liabilities

The University leases certain student apartments classified as finance leases which run through 2028.

Information related to the University’s financing leases is summarized below at June 30:

2023 2022
ROU assets—finance leases $ 864,058 $ 1,593,315
Lease liabilities, current—finance leases 219,604 99,664
Lease liabilities, non-current—finance leases 935,945 648,345
Weighted-average remaining lease term—financing leases 4.3 years 3.5 years
Weighted-average discount rate—finance leases 8.42% 8.00%

Future minimum lease payments under these leasing arrangements are as follows at June 30, 2023:

2024 $ 315,628
2025 315,628
2026 315,628
2027 315,628
2028 162,728
1,425,240

Less amount representing interest (269,691)
Present value of future minimum lease payments $ 1,155,549
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Notes to Consolidated Financial Statements

Note 8. Long-Term Debt, Net
The University’s long-term debt consisted of the following at June 30:

Interest Original Outstanding Balance
Type of debt Rate Principal 2023 2022
2016 bonds Various 44,085,000 $ 39,385,000 $ 40,865,000
Less bond issuance costs (762,743) (809,561)
Less bond discount (412,985) (459,524)

$ 38,209,272 $ 39,595,915

On October 25, 2016, the Public Finance Authority, a unit of government and a body corporate politic of
the state of Wisconsin, issued $44,085,000 of Revenue Bonds on behalf of the University. The par
amount of these bonds was $44,085,000 with a discount amount of $687,268. These bonds mature at
varying lengths through December 1, 2039, and bear interest from inception at rates ranging from 4.00%
to 5.25%. Interest payments are due in semiannual payments on December 1 and June 1 of each year.
Principal payments began on December 1, 2020. The proceeds of the bonds were used to refund
outstanding bonds, pay off a line of credit, and establish capital project and debt service reserve funding.
The bond is collateralized by substantially all assets of the University.

In connection with the Revenue Bonds, the University is required to maintain certain financial covenants.

In conjunction with the issuance of the Revenue Bonds, the University entered into certain lease
agreements that provide the mechanism through which qualifying capital projects are financed, proceeds
are advanced and the bonds are repaid. Additionally, the Revenue Bonds are secured by revenues and
certain plant assets.

The future maturities of long-term debt for the University are as follows:

2024 $ 1,540,000
2025 1,600,000
2026 1,670,000
2027 1,755,000
2028 1,845,000
Thereafter 30,975,000

$ 39,385,000

Note 9. Annuities and Trusts Payable

The University has been the recipient of numerous gift annuities, which require future payments to donors
or their named beneficiaries. The assets received from the donors are recorded at fair value. The
University has recorded liabilities at June 30, 2023 and 2022, of $360,932 and $540,228, respectively,
which represents the present value of the future annuity obligations. The liabilities have been determined
using the discount rate applicable on the date the trust was established which range from 5% to 11% for
2023 and 2022.

The University also administers various charitable remainder trusts. A charitable remainder trust provides
for the payment of distributions to the grantor or other designated beneficiaries over the trust’s term
(usually the designated beneficiary’s lifetime). At the end of the trust’s term, the remaining assets are
available for the University’s use. Assets held in the charitable remainder trusts are recorded at fair value
of $4,996,277 and $4,758,010 as of June 30, 2023 and 2022, respectively. The University has recorded a
liability at June 30, 2023 and 2022, of $1,647,133 and $1,472,549, respectively, which represents the
present value of future obligations to make distributions to the designated beneficiaries.
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Notes to Consolidated Financial Statements

Note 9.

On an annual basis, the University revalues the related liabilities for distributions to the designated
beneficiaries based on certain actuarial assumptions. The present value of the estimated future payments
is calculated using discount rates ranging from 5% to 11% and applicable mortality tables. The portion of
the trust attributable to the future interest of the University is recorded in the consolidated statements of
activities as contributions with donor restrictions in the period the trust is established.

Annuities and Trusts Payable (Continued)

Note 10. Pension and Other Postretirement Benefit Plans

Retirement benefits are provided for the University’s staff through Teachers Insurance and Annuity
Association (TIAA), a national organization used to fund pension benefits for educational institutions.
Under this arrangement, the University and plan participants make annual contributions to TIAA to

purchase individual annuities equivalent to retirement benefits earned.

The University’s share of the cost of these benefits was approximately $885,000 and $810,000 in 2023

and 2022, respectively.

Note 11. Net Assets With Donor Restrictions

Net assets with donor restrictions are comprised of the following at June 30:

2023 2022
Subject to expenditures for a specific purpose:
General operations/time restricted $ 726,804 13,871,896
Instruction and academic support 4,893,149 5,526,142
Institutional support 5,979,540 3,377,265
Plant, property and equipment 1,830,901 4,075,709
Student scholarships and awards 4,919,416 5,576,879
Library 66,201 1,167,317
Student services 988,368 2,337,184
Student loans - 184,956
Unitrusts and pooled income 5,428,381 1,077,635
24,832,760 37,194,983
Net assets with donor restrictions to invest in perpetuity the

income of which is expendable to support the following:
General operations 18,121,779 12,702,732
Instruction and academic support 15,363,764 16,691,075
Institutional support 7,794,488 7,993,540
Plant operation and maintenance 1,644,396 1,045,125
Student scholarships and awards 49,657,791 48,484,621
Library 4,171,560 3,870,099
Student services 816,801 293,488
Student loans 7,014,972 6,730,892
Annuities, unitrusts and pooled income 1,085,676 1,848,581
105,671,227 99,660,153
Total net assets with donor restrictions $ 130,503,987 $ 136,855,136
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Notes to Consolidated Financial Statements

Note 12. Endowment

The University’s endowment consists of 538 individual funds established for a variety of purposes. The
endowment includes both donor-restricted endowment funds and funds designated by the governing body
to function as endowments (board-designated endowment funds). As required by GAAP, net assets
associated with endowment funds are classified and reported based on the existence or absence of
donor-imposed restrictions.

The University’s governing body has interpreted the Ohio UPMIFA as requiring preservation of the fair
value of the original gift as of the gift date of the donor-restricted endowment funds absent explicit donor
restrictions to the contrary. As a result of this interpretation, the University classifies net assets as with
donor restrictions: (a) the original value of gifts donated to the permanent endowment, (b) the original
value of subsequent gifts to the permanent endowment and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of donor-restricted endowment funds are also
classified as net assets with donor restrictions until those amounts are appropriated for expenditure by
the University in a manner consistent with the standard of prudence prescribed by Ohio UPMIFA.

The University considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

Duration and preservation of the fund

Purposes of the University and the fund

General economic conditions

Possible effect of inflation and deflation

Expected total return from investment income and appreciation or depreciation of investments
Other resources of the University

Investment policies of the University

Noohrwh =

The composition of net assets, by type, of endowment fund at June 30, is as follows:

2023
Without Donor With Donor
Restrictions Restrictions Total
Donor-restricted endowment funds $ - $ 97,241,660 $ 97,241,660

Board-designated endowment funds 5,358,562 - 5,358,562
$ 5358562 $ 97,241,660 $ 102,600,222

2022
Without Donor With Donor
Restrictions Restrictions Total
Donor-restricted endowment funds $ - $ 100,580,893 $ 100,580,893
Board-designated endowment funds 8,248,259 - 8,248,259

$ 8248259 $ 100,580,893 $ 108,829,152
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Note 12. Endowment (Continued)

Changes in endowment net assets for the years ended June 30 are as follows:

Endowment net assets, beginning of year:

Investment return:
Investment income
Net appreciation
Total investment return
Contributions and other changes
Other transfers
Appropriation of endowment assets
for expenditure
Endowment net assets, end of year

Endowment net assets, beginning of year:

Investment return:
Investment income
Net depreciation
Total investment return
Contributions and other changes
Other transfers
Appropriation of endowment assets
for expenditure
Endowment net assets, end of year

2023

Without Donor
Restrictions

With Donor
Restrictions

Total

$ 8,248,259 $ 100,580,893 $ 108,829,152
160,894 1,614,058 1,774,952
325,956 4,599,473 4,925,429
486,850 6,213,531 6,700,381

80,613 1,547,744 1,628,357
3,082,126 (3,489,740) (407,614)
(6,539,286) (7,610,768) (14,150,054)

$ 5358562 $ 97,241,660 $ 102,600,222

2022
Without Donor With Donor
Restrictions Restrictions Total

$ 9,401,054 $ 116,201,118 $ 125,602,172
280,786 3,347,732 3,628,518
(1,134,492) (13,570,866) (14,705,358)
(853,706) (10,223,134) (11,076,840)
45,892 1,459,798 1,505,690
(31,798) (370,023) (401,821)
(313,183) (6,486,866) (6,800,049)

$ 8,248,259 $ 100,580,893 $ 108,829,152

From time to time, the fair value of assets associated with the individual donor-restricted endowment
funds may fall below the level that the donor or Ohio UPMIFA requires the University to retain as a fund of
perpetual duration. In accordance with accounting standards, deficiencies of this nature are reported in
net assets with donor restrictions. As of June 30, 2023 and 2022, funds with an original gift value of
$37,398,753 and $36,049,079 were underwater by $5,700,202 and $4,927,106, respectively. Current fair
value of underwater endowments is $31,698,551 and $31,121,973 as of June 30, 2023 and 2022,

respectively.

The University has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs and other items supported by its 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.
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Note 12. Endowment (Continued)

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 has a policy (the spending policy) of appropriating for expenditure each year 7% of its
endowment fund’s average fair value over the three years up to and including the year in which
expenditure is planned. The policy allows for appropriations in excess of 7% based upon approval by the
Board which is subject to the requirements of Ohio UPMIFA. In establishing this policy, the University
considered the long-term expected return on its endowment. Accordingly, over the long-term, the
University expects the current spending policy to allow its endowment to grow at an acceptable level. This
is consistent with the University’s objective to maintain the purchasing power of endowment assets held
in perpetuity or for a specified term, as well as to provide additional real growth through new gifts and
investment return.

During 2023, the University had additional appropriations of $5.75 million based on approval by the Board
to make available any funds within the endowment that are board designated to the extent necessary to
meet cash flow needs for operating and debt service.

Note 13. Functional Classification of Expenses

The University’s expenses classified by natural classification, for the years ended June 30 is summarized as
follows:

2023
Program Services
Academic Student Total Management Total
Instruction Research Support Services Auxiliary Institutional Program and General Fundraising Expenses
Salaries and wages $ 9,150,486 $ 136,569 § 1,088206 $ 6,111,791 § 525985 § 1,187,522 § 18,200,559 $ 2,006,502 $ 900,879 $ 21,107,940
Benefits 2,313,894 10,952 208,578 1,291,244 15,359 216,703 4,056,730 366,153 164,395 4,587,278
Auxiliary expense 1,381,992 10,287 234,516 1,218,262 3,676,428 656,006 7.177,491 1,108,425 497,660 8,783,576
Depreciation expense 1,640,067 - 284,874 1,104,907 2,565,120 201,153 5,796,121 339,880 152,599 6,288,600
General expense 943,368 73,138 14,354 619,480 45,602 806,248 2,502,190 1,362,281 611,636 4,476,107
Interest expense 640,873 - 111,317 431,754 1,002,347 78,603 2,264,894 132,811 59,630 2,457,335
Professional fees 151,770 - 137,652 781,179 257 729,571 1,800,429 1,232,722 553,467 3,586,618
Utilities 910,644 - 158,355 613,367 696,054 111,630 2,490,050 188,616 84,685 2,763,351
Travel 145,561 22,530 42,496 1,138,399 - 73,936 1,422,922 124,926 56,089 1,603,937
Academic expenses 170,478 - 549,847 20,230 - 232 740,787 392 176 741,355
Equipment 175,366 71,810 55,030 230,430 103,100 242,780 878,516 410,215 184,178 1,472,909
Insurance 282,647 - 49,150 409,378 - 34,648 775,823 58,543 26,285 860,651
Printing 15,656 - 1,400 341,920 144 30,191 389,311 51,013 22,904 463,228
Telephone 69,626 - 12,107 46,897 2,121 8,890 139,641 15,022 6,744 161,407
Postage 7,901 - 31 163,537 17,809 13,863 203,141 23,424 10,517 237,082

$ 18,000,329 § 325286 § 2,947.913 $ 14,522,775 § 8,650,326 _$ 4391976 _§ 48,838,605 _$ 7,420,925 $ 3331,844 § 59,501,374
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Note 13. Functional Classification of Expenses (Continued)
2022
Program Services
Academic Student Total Management Total
Instruction Research Support Services Auxiliary Institutional Program and General Fundraising Expenses

Salaries and wages $ 8873682 $127,852 § 984,518 § 5557672 § 444,521 §$ 1,126,064 $ 17,114,309 §$ 1,902,661 $ 854,256 $ 19,871,226
Benefits 2,104,623 11,452 163,699 1,028,068 13,582 475,269 3,796,693 803,041 360,549 4,960,283
Auxiliary expense 1,169,879 9,434 250,445 1,023,123 4,150,864 566,724 7,170,469 957,570 429,929 8,557,968
Depreciation expense 1,272,399 - 218,676 792,575 1,840,020 147,052 4,270,722 243,804 109,463 4,623,989
General expense 1,294,733 127,615 92,048 1,110,635 25,778 319,240 2,970,049 539,405 242,182 3,751,636
Interest expense 642,845 111,660 433,082 1,005,431 78,845 2,271,863 133,220 59,813 2,464,896
Professional fees 187,256 24,816 1,042,219 299 538,356 1,792,946 914,299 410,502 3,117,747
Utilities 829,253 - 144,202 558,546 850,142 101,653 2,483,796 171,758 77,116 2,732,670
Travel 81,562 12,436 33,894 818,435 34 44912 991,273 75,887 34,072 1,101,232
Academic expenses 312,214 - 541,692 2,312,638 - 332 3,166,876 560 252 3,167,688
Equipment 134,261 1,995 63,677 145,951 78,019 120,201 544,104 203,098 91,187 838,389
Insurance 202,307 35,180 325,264 24,799 587,550 41,903 18,813 648,266
Printing 6,984 195 1,250 343,780 - 25,604 377,813 43,262 19,424 440,499
Telephone 70,768 12,306 47,687 71,005 8,837 210,603 14,931 6,704 232,238
Postage 4,491 - 213 177,621 11,127 24,560 218,012 41,497 18,631 278,140

$ 17,187,257  $ 290,97! $ 2678276 $ 15717296 $ 8490822 $ 3602448 $ 47967078 $ 6.086896 $ 2732893 $ 56,786.867
Note 14.  Fair Value Measurements

Fair value is 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. Fair value measurements must
maximize the use of observable inputs and minimize the use of unobservable inputs. There is a hierarchy
of 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: Unobservable inputs supported by little or no market activity and are significant to the fair value

of the assets or liabilities

Following is a description of the valuation methodologies and inputs used for assets measured at fair
value on a recurring basis and recognized in the accompanying consolidated statements of financial
position, as well as the general classification of such assets pursuant to the valuation hierarchy. There
have been no significant changes in the valuation techniques during the years ended June 30, 2023 and
2022.

Investments, restricted bond proceeds and reserves: 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 within Level 2 of the valuation hierarchy. For alternative investments that are
redeemable at June 30 or in the near term, fair value is determined using the NAV or its equivalent
provided by the fund, as a practical expedient, to determine fair value. For alternative investments that
are not redeemable in the near term, the net asset value (or its equivalent) provided by the fund is
utilized, as a practical expedient, to determine fair value.
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Note 14. Fair Value Measurements (Continued)

Beneficial interest in remainder trusts: Fair value is estimated at the present value of the future
distributions expected to be received over the term of the agreement.

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, which approximates the fair value of
the underlying assets of the trusts.

The following tables present the fair value measurements of assets recognized in the accompanying
consolidated statements of financial position measured at fair value on a recurring basis and the level
within the fair value hierarchy in which the fair value measurements fall at June 30:

2023
Level 1 Level 2 Level 3 Total
Assets:
Investments:
Money market $ 2493378 $ - $ - $ 2,493,378
Domestic equities 42,155,681 - - 42,155,681
International equities 584,202 - - 584,202
Real estate 175,267 - - 175,267
Investments reported at fair value
based on net asset value:
Private equity @ - - - 22,542,337
Private debt - - - 5,125,027
Fixed income @ - - - 10,494,539
Equity—domestic © 2,115,414
Equity—developed EX US @ 8,157,279
Equity—emerging markets @ - - - 4,054,701
Total investments $ 45408,528 $ - $ - $ 97,897,825
Restricted bond proceeds and reserves:

U.S. government bonds - cash equivalents $ - $ 4301525 § - $ 4,301,525
Beneficial interest in trusts $ - $ - $ 4,996,277 $ 4,996,277
Liabilities:

Annuities and trusts payable $ - $ 2,008,065 $ - $ 2,008,065
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Note 14. Fair Value Measurements (Continued)

2022
Level 1 Level 2 Level 3 Total
Assets:

Investments:

Money market $ 3,039,881 $ - $ - $ 3,039,881

Domestic equities 53,318,930 - - 53,318,930

International equities 11,282,028 - - 11,282,028

Real estate 3,841,360 - - 3,841,360

Investments reported at fair value

based on net asset value:

Absolute return @ - - - 11,359,507

Private equity © - - - 19,033,793

Private debt © - - - 1,047,549

Real estate @ - - - 2,948,829
Total investments $ 71,482,199 $ - $ - $ 105,871,877

Restricted bond proceeds and reserves:

U.S. government bonds - cash equivalents $ - $ 4,173,220 $ - $ 4,173,220
Beneficial interest in trusts $ - $ - $ 4,758,010 $ 4,758,010
Liabilities:

Annuities and trusts payable $ - $ 2,012,777 $ - $ 2,012,777

(a) In accordance with Subtopic 820-10, certain investments that are measured at fair value using the net
asset value per share (or its equivalent) practical expedient have not been classified in the fair value
hierarchy. The fair value amounts presented in this table are intended to permit reconciliation of the
fair value hierarchy to the amounts presented in the consolidated statements of financial position.

There were no assets or liabilities measured at fair value on a nonrecurring basis.
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Fair Value Measurements (Continued)

The following tables present information regarding funds with fair values that are determined using the net
asset value (or its equivalent) provided by the fund.

Private equity funds

Private debt funds
Fixed income ©
Equity—domestic

Equity—developed EX US "
Equity—emerging markets "

Absolute return @
Private equity funds

Private debt funds

Real estate funds

2023
Redemption Redemption
Fair Unfunded Frequency Notice
Value Commitments (If Currently Eligible) Period
$ 22542337 $ 9,339,270 Not eligible N/A
Most not eligible,
5,125,027 1,439,750 certain available with notice Not specificed
10,494,539 - Any date once eligible 30-60 days
2,115,414 - Weekly 3 days
8,157,279 - Various, certain available with notice 5 days
4,054,701 - Daily or monthly Various, up to 45 days
$ 52,489,297 $ 10,779,020
2022
Redemption Redemption
Fair Unfunded Frequency Notice
Value Commitments (If Currently Eligible) Period
$ 11,359,507 $ - Eligible on an annual basis 100-120 days
19,033,793 9,132,206 Not eligible N/A
1,047,549 569,130 Not eligible N/A
Most not eligible, certain
2,948,829 2,134,763 available with notice 60 days
$ 34,389,678 $ 11,836,099

The following methods were used to estimate the fair value of all other financial instruments recognized in
the accompanying consolidated statements of financial position at amounts other than fair value.

(a) This category includes investments in hedge funds that take both long and short positions and hedge
funds that pursue multiple strategies to diversify risks and reduce volatility. The funds’ composite
portfolio includes investments in U.S. common stocks, global real asset projects and arbitrage
investments. Management of the funds has the ability to shift investments among differing investment
strategies. Certain investments have commenced an orderly liquidation under the direction of the fund
manager. The remaining investments in this category have annual liquidity with a 100-day notice

period.

(b)

This category includes several private equity funds that invest primarily in distressed opportunities,

buyouts and venture capital. These investments can never be redeemed. Instead, the nature of the
investments in this category is that distributions are received through the liquidation of underlying
assets of the fund. The underlying assets of the fund will be sold at the discretion of the respective
fund managers. The underlying assets of the funds are estimated to be liquidated over the next six to

12 years.
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(c) This category includes a private debt fund that was formed to originate and make loans to, and make
debt and equity investments in, United States middle market companies. These investments can
never be redeemed. Instead, the nature of the investments in this category is that distributions are
received through the liquidation of the underlying assets of the fund. The underlying assets of the
fund will be sold at the discretion of the fund managers.

(d) This category includes several real estate funds that invest primarily in commercial real estate,
energy and natural resources. These investments can never be redeemed. Distributions from each
fund will be made as the underlying investments of the funds are liquidated. The underlying assets of
the funds are estimated to be liquidated over the next six to 12 years.

(e) This category includes fixed income funds that invest in various debt investments. These investments
may be able to be redeemed if certain criteria are met. Distributions from each fund will be made as
the underlying investments of the funds are liquidated. The underlying assets of the fund will be sold
at the discretion of the respective fund managers.

(f) This category includes several equity funds that invest in various U.S. and international companies.
These investments may be able to be redeemed if certain criteria are met. Distributions from each
fund will be made as the underlying investments of the funds are liquidated. The underlying assets of
the fund will be sold at the discretion of the respective fund managers.

Note 15. Commitments, Contingencies and Concentrations

Contributions: Approximately 30% and 25% of all contributions and bequests were received from five
donors in 2023 and 2022, respectively.

A significant decline in contribution revenue could have an adverse impact on the University’s future
operating results. In addition, during volatile economic conditions, the values of assets and liabilities
recorded in the financial statements could change rapidly, resulting in material future adjustments in
investment values, allowances for contributions receivable and other assets or liabilities that could
negatively impact the University’s ability to meet debt covenants or maintain sufficient liquidity.

Litigation: The University is subject to claims and lawsuits that arise primarily in the ordinary course of its
activities. It is the opinion of management that the disposition or ultimate resolution of such claims and
lawsuits will not have a material adverse effect on the financial position, change in net assets and cash
flows of the University. Events could occur that would change this estimate materially in the near term.

The University has been named as a potentially responsible party by the United States Environmental
Protection Agency (EPA). Federal law provides for joint and general liability among responsible parties for
remediation costs. The University has had no contact with the EPA regarding this matter since 2004 and,
accordingly, has not accrued for this potential liability as management believes the University does not
have any responsibility.

Self-insurance: The University has elected to self-insure certain costs related to employee health and
accident benefit programs. Costs resulting from noninsured losses are charged to income when incurred.
The University has purchased insurance that limits its exposure for individual claims to $125,000 (up to a
maximum of $5,000,000). Aggregate stop loss coverage will reimburse up to $1,000,000 once claims
have exceeded 125% of expected claims in a plan year.
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Note 15. Commitments, Contingencies and Concentrations (Continued)

U.S federal grants: The University receives grants from various agencies of the U.S. government.

Such grants are subject to audit under the provisions of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for the Federal
Awards. The ultimate determination of amounts received under the U.S. government grants is based
upon the allowance of costs reported to and accepted by the U.S. government as a result of the audits.
Until such audits have been accepted by the U.S. government, there exists a potential contingency to
refund any amounts received in excess of allowable costs. Management is of the opinion that no material
liability will result from such audits.

Note 16. Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of June 30, 2023 and 2022, comprise the following:

2023 2022
Financial assets at year end:
Cash and cash equivalents $ 786,636 $ 4,257,205
Accounts receivable, net 5,393,476 5,384,705
Grants receivable - -
Contributions receivable, net 4,440,733 4,358,327
Restricted bond proceeds and reserves 4,301,525 4,173,220
Student notes receivable, net 3,106,969 5,163,751
Investments 97,897,825 105,871,877
Cash surrender value of life insurance 138,635 129,637
Beneficial interest in trusts 4,996,277 4,758,010
Total financial assets 121,062,076 134,096,732
Less amounts not available to be used within one year:

Assets subject to board designations (5,358,562) (8,248,259)
Assets subject to donor restrictions to be held in perpetuity (87,152,847) (79,794,420)
Assets subject to donor purpose restrictions (24,832,760) (37,194,983)
Accumulated gains on endowment (18,518,380) (19,865,733)
Assets not available due to contractual restrictions—Perkins

notes receivable (1,720,538) (1,919,167)
Assets not available due to contractual restrictions—bond

proceeds and reserves (4,301,525) (4,173,220)

Financial assets not available to be used within one year (141,884,612) (151,195,782)
Financial assets available to meet general expenditures

within one year (20,822,536) (17,099,050)
Liquidity resources:
Budgeted appropriation of endowment funds 7,289,650 7,465,000

Line of credit (Note 6) - -
Total financial assets and liquidity resources available
within one year $ (13,532,886) $ (9,634,050)
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The University regularly monitors liquidity required to meet its annual operating needs and other
contractual commitments while also striving to maximize the return on investment of its funds not required
for annual operations. The University has various sources of liquidity at its disposal, including cash and
cash equivalents and line of credit. See Note 6 for information about the University’s line of credit.

Management’s Plan to Address Going Concern: The University’s consolidated financial statements
have been prepared assuming the University will continue as a going concern. As discussed below, the
University has suffered declines in student enrollment that impact its operations and available resources,
which raises substantial doubt about its ability to continue as a going concern. Management’s plans in
regard to these matters are described below. The consolidated financial statements do not include any
adjustments that might result from the outcome of this uncertainty.

The University has sold or has plans to sell certain IP addresses and real estate assets and use cash
proceeds to meet operational cash flow needs. The University also intends to increase the appropriation
of board designated endowment funds and other funds subject to the requirements of UPMIFA that have
fund provisions allowing board action as to use. This will reduce available funds to meet future needs
and may negatively impact the University’s activities long-term.

Note 17.  Financial Responsibility

In 2019, the DOE revised certain provisions of the 34 Code of Federal Regulations Section 668.172
which applies to the University. As a result of the revision, the University is disclosing certain information
to facilitate compliance with the provisions of Section 668.172 provided as follows:

Property, plant and equipment, net: The DOE has defined pre-implementation property, plant and
equipment as assets acquired as of June 30, 2019, less any assets resulting from capital leases entered
into between December 15, 2018 and June 30, 2019. All subsequently acquired assets are deemed
post-implementation property, plant and equipment. As of June 30, 2023, the University has
pre-implementation property, plant and equipment net of depreciation totaling $86,829,546. The
post-implementation property, plant and equipment net of depreciation paid for without outstanding debt
as of June 30, 2023, totaled $3,031,476.

Note 18. Related-Party Transactions

Members of Wittenberg University’s Board of Directors and senior management may, from time to time,
be associated, either directly or indirectly, with organizations doing business with the University. The
University has a written conflict of interest policy that requires, among other things, that no member of the
Board of Directors may participate in any decision in which they have a material financial interest. All
Board of Directors and senior management are required to certify compliance with the conflict of interest
policy on an annual basis as well as disclose any potential related party transactions to the audit
committee. When such a relationship exists, the University requires that such transactions be conducted
at arms’ length, with terms that are fair and reasonable to and for the benefit of the University. For senior
management, the University requires annual disclosure of significant financial interests in, or governance
of employment or consulting relationships with, entities doing business with the University. When such
relationships exist, measures are taken to appropriately manage the actual or perceived conflict in the
best interest of the University. For the year ended June 30, 2023, the University certifies to the best of its
knowledge and belief, that the organization had no related-party transactions to disclose.
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Note 19. Noncontrolling Interests

The consolidated financial statements include the accounts of entities in which the University has a
controlling interest. Below is activity related to activities of noncontrolling interests:

Noncontrolling

Controlling Interest Interests
Total
Without Donor With Donor Controlling Without Donor
Restrictions Restrictions Interest Restrictions Total
Net assets, June 30, 2021 $ 31,850,105 $156,273,188 $188,123,293 § 7,598,866 $ 195,722,159
Change in net assets before noncontrolling interest activity (3,068,407) (19,418,052) (22,486,459) - (22,486,459)
Noncontrolling interests in consolidated subsidiaries - - - 19,541 19,541
Change in net assets (3,068,407) (19,418,052) (22,486,459) 19,541 (22,466,918)
Distributions - - - (228,196) (228,196)
Net assets, June 30, 2022 28,781,698 136,855,136 165,636,834 7,390,211 173,027,045
Change in net assets before noncontrolling interest activity (8,928,790) (6,351,149) (15,279,939) - (15,279,939)
Noncontrolling interests in consolidated subsidiaries - - - (115,222) (115,222)
Change in net assets (8,928,790) (6,351,149) (15,279,939) (115,222) (15,395,161)
Transfer of interest (Note 1) 3,722,964 - 3,722,964 (3,722,964) -
Net assets, June 30, 2023 $ 23,575,872  $130,503,987 $154,079,859 $ 3,552,025 $157,631,884

Note 20. Pandemic

On January 30, 2020, the World Health Organization declared the coronavirus outbreak (COVID-19) a
“Public Health Emergency of International Concern” and on March 11, 2020, declared COVID-19 to be a
pandemic. Actions taken around the world to help mitigate the spread of COVID-19 include restrictions on
travel, quarantines in certain areas and forced closures of certain types of public places and businesses.
COVID-19 and actions taken to mitigate the spread of it have had and are expected to continue to have
an adverse impact on the economies and financial markets of many countries, including the geographical
area in which the University operates. It is unknown how long the adverse conditions associated with
COVID-19 will last and what the complete financial impact will be to the University.

On March 27, 2020, the CARES (Coronavirus Aid, Relief, and Economic Security) Act was signed into
law. The CARES Act legislation is intended to provide relief for small businesses that have been
negatively impacted by the COVID-19 pandemic. During the year ended June 30, 2022, the University
was awarded approximately $4,514,765 from the DOE/Higher Education Emergency Relief Fund
(HEERF). These funds were awarded to provide economic relief to support the costs of remote learning,
grants to students, technology and other purposes related to the disruption of campus operations due to
the COVID-19 pandemic. As of June 30, 2022, the University recognized $4,514,765 of HEERF funds.
The funding is reflected in grants and contracts, in the accompanying consolidated statements of
activities. No awards were received during the year ended June 30, 2023.

The CARES Act provides an employee retention credit (CARES Employee Retention Credit), which is a
refundable tax credit against certain employment taxes of up to $7,000 per employee for eligible
employers. The tax credit is equal to 70% of qualified wages paid to employees during a quarter, capped
at $10,000 of qualified wages per employee through September 30, 2021. The University qualified for the
tax credit under the CARES Act for the first three quarters of 2021. For the year ended June 30, 2023 and
2022, the University recorded $4,852,744 and $2,364,962, respectively, related to the CARES Employee
Retention Credit in other operating revenue on the University’s consolidated statements of activities. As of
June 30, 2023 and 2022, the University has a receivable balance of $2,634,219 and $2,364,962,
respectively, from the United States government related to the CARES Act, which is recorded in accounts
receivable, net on the University’s consolidated statements of financial position.

28





