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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Cornell College
Mount Vernon, lowa

Report on the Audit of the Financial Statements
Opinion
We have audited the accompanying financial statements of Cornell College, which comprise balance

sheets as of June 30, 2022 and 2021, and the related statements of activities and cash flows, for the
year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Cornell College as of June 30, 2022 and 2021, and changes in 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 audit 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 Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of Cornell College and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

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 Cornell College's ability to
continue as a going concern for one year after the date the financial statements are available to be
issued.

CLAglobal.com/disclaimer
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Board of Trustees
Cornell College

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

o 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 Cornell College’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 financial statements as a
whole. The supplementary schedule of financial responsibility calculation is presented for purposes of
additional analysis and is not a required part of the 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 financial statements. The information has been subjected to the
auditing procedures applied in the audits of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with GAAS. In our opinion, the information is fairly stated in all
material respects in relation to the financial statements as a whole.
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Board of Trustees
Cornell College

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report
dated March 29, 2023, on our consideration of Cornell College’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of Cornell College’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Cornell College’s internal control over financial
reporting and compliance.

WMW L7

CliftonLarsonAllen LLP

Minneapolis, Minnesota
March 29, 2023
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CORNELL COLLEGE
BALANCE SHEETS
JUNE 30, 2022 AND 2021

ASSETS

Cash and Cash Equivalents

Accounts Receivable, Less Allowance for Doubtful Accounts
of $693,530 and $604,163 in 2022 and 2021, Respectively

Inventories and Prepaid Expenses
Contributions Receivable, Net
Student Loans Receivable, Net
Investments

Right-of-Use Asset - Finance Lease
Property, Plant, and Equipment, Net

Total Assets

LIABILITIES AND NET ASSETS

LIABILITIES

Accounts Payable, Accrued Expenses, and Deposits

Student Tuition Paid in Advance

Contract Advances

Asset Retirement Obligation

Lease Liability - Finance Lease

Line of Credit

Net Long-Term Debt

Life-Income Payable

Due to U.S. Government, Refundable Loan Program
Total Liabilities

NET ASSETS
Without Donor Restrictions:
Undesignated
Investment in Property, Plant, and Equipment
Board-Designated Endowment
Total Without Donor Restrictions
With Donor Restrictions:
Perpetual in Nature
Purpose Restrictions
Time Restricted for Future Periods
Underwater Endowments
Total With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.
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2022 2021
$ 8,944,469 $ 14,453,545
399,788 1,241,210
949,457 988,178
22,875,182 22,230,690
1,301,841 1,271,056
78,036,985 90,305,743
4,280,072 2,692,901
109,545,213 99,167,819

$ 226,333,007

$ 232,351,142

$ 3951517 $ 3,199,135
203,686 237,051
2,179,427 2,442,952
393,081 341,831
4,456,261 2,547,758
9,748,895 -
25,010,625 28,912,109
1,694,657 2,071,344
70,101 138,960
47,708,250 39,891,140
(7,393,711) 12,166,429
81,785,891 67,616,070
3,725,184 4,009,245
78,117,364 83,791,744
90,105,820 86,756,655
9,892,341 15,968,719
12,521,339 9,852,061
(12,012,107) (3,909,177)
100,507,393 108,668,258
178,624,757 192,460,002

$ 226,333,007

$ 232,351,142




CORNELL COLLEGE
STATEMENTS OF ACTIVITIES
YEAR ENDED JUNE 30, 2022

2022
Without Donor With Donor
Restrictions Restrictions Total
REVENUES
Tuition and Fees, Net Scholarship and Grants
of $32,151,921 in 2022 $ 16,470,258 $ - $ 16,470,258
Contributions and Grants 7,460,954 1,566,747 9,027,701
Investment Income - Operating 17,514 203,129 220,643
Investment Income - Spending Rate 759,084 2,553,431 3,312,515
Other Revenues 2,221,937 3,824 2,225,761
Sales and Services of Auxiliary Enterprises 10,328,337 - 10,328,337
Total Revenues 37,258,084 4,327,131 41,585,215
Net Assets Released from Restrictions 5,347,934 (5,347,934) -
Total Revenues 42,606,018 (1,020,803) 41,585,215
EXPENSES
Instruction 14,328,591 - 14,328,591
Academic Support and Research 3,028,938 - 3,028,938
Student Services 10,603,929 - 10,603,929
Institutional Support 7,485,736 - 7,485,736
Institutional Advancement 2,290,969 - 2,290,969
Scholarships and Fellowships 1,191,146 - 1,191,146
Auxiliary Enterprises 8,952,624 - 8,952,624
Total Expenses 47,881,933 - 47,881,933
CHANGE IN OPERATING NET ASSETS (5,275,915) (1,020,803) (6,296,718)
Investment Income Less Than Spending Rate (203,263) (14,722,770) (14,926,033)
Contributions - 7,856,562 7,856,562
Paycheck Protection Plan Loan Forgiveness - - -
Actuarial Adjustment on Life Income and Annuity
Agreements (195,202) (157,045) (352,247)
Change in Value of Perpetual Trust - (116,809) (116,809)
Insurance Recoveries, Net - - -
CHANGE IN NET ASSETS (5,674,380) (8,160,865) (13,835,245)
Net Assets - Beginning of Year 83,791,744 108,668,258 192,460,002
NET ASSETS - END OF YEAR $ 78,117,364 $ 100,507,393 $ 178,624,757

See accompanying Notes to Financial Statements.
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CORNELL COLLEGE
STATEMENTS OF ACTIVITIES
YEAR ENDED JUNE 30, 2021

REVENUES

Tuition and Fees, Net Scholarship and Grants
of $28,437,940 in 2021

Contributions and Grants

Investment Income - Operating

Investment Income - Spending Rate

Other Revenues

Sales and Services of Auxiliary Enterprises
Total Revenues

Net Assets Released from Restrictions
Total Revenues

EXPENSES
Instruction
Academic Support and Research
Student Services
Institutional Support
Institutional Advancement
Scholarships and Fellowships
Auxiliary Enterprises
Total Expenses

CHANGE IN OPERATING NET ASSETS

Investment Income Greater Than Spending Rate

Contributions

Paycheck Protection Plan Loan Forgiveness

Actuarial Adjustment on Life Income and Annuity
Agreements

Change in Value of Perpetual Trust

Insurance Recoveries, Net

CHANGE IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

2021
Without Donor With Donor
Restrictions Restrictions Total

$ 16,776,843 $ - $ 16,776,843
4,225,138 2,290,627 6,515,765
82,795 311,575 394,370
2,257,793 5,377,414 7,635,207
1,956,817 9,491 1,966,308
8,045,986 - 8,045,986
33,345,372 7,989,107 41,334,479
18,828,268 (18,828,268) -
52,173,640 (10,839,161) 41,334,479
13,317,501 - 13,317,501
2,834,038 - 2,834,038
8,688,102 - 8,688,102
5,210,799 - 5,210,799
2,196,195 - 2,196,195
659,458 - 659,458
7,107,767 - 7,107,767
40,013,860 - 40,013,860
12,159,780 (10,839,161) 1,320,619
674,922 10,108,270 10,783,192
- 8,664,795 8,664,795
4,489,200 - 4,489,200
(282,380) (8,698) (291,078)
- 128,840 128,840
271,892 - 271,892
17,313,414 8,054,046 25,367,460
66,478,330 100,614,212 167,092,542
$ 83,791,744 $ 108,668,258 $ 192,460,002
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CORNELL COLLEGE
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2022 AND 2021

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $ (13,835,245) $ 25,367,460
Adjustments to Reconcile Change in Net Assets to Net Cash
Used by Operating Activities:

Depreciation and Amortization 6,726,139 5,602,856
Change in Asset Retirement Obligation 51,250 (52,067)
Paycheck Protection Program Loan Forgiveness - (4,489,200)
Write-Off of Contribution Receivable 1,500 1,500
Actuarial Adjustment of Annuities and Life Income Payable 157,539 165,026
Change in Value of Perpetual Trust 116,809 (128,840)
Net Appreciation on Investments 11,276,066 (18,683,929)
Noncash Donations of Investments and Equipment 1,021,802 (389,435)
Contributions Restricted for Long-Term Investment and
Property, Plant, and Equipment (9,212,205) (9,212,205)
Changes in Assets and Liabilities:
(Increase) Decrease in Accounts Receivable 841,422 (614,762)
(Increase) Decrease in Contributions Receivable (645,992) 2,695,817
(Increase) Decrease in Inventory and Prepaid Expenses 38,721 126,772
Decrease in Accounts Payable and Accrued Expenses (530,506) (431,437)
Increase (Decrease) in Other Liabilities (33,365) (457,474)
Net Cash Used by Operating Activities (4,026,065) (499,918)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Investments (44,920,926) (96,799,106)
Proceeds from Sales and Maturities of Investments 44,775,007 101,587,217
Disbursements of Student Loans (237,355) (104,815)
Repayments of Student Loans 206,570 206,570
Proceeds from Sales of Property and Equipment 75,000 -
Purchase of Property and Equipment (14,217,928) (3,639,959)
Net Cash Provided (Used) by Investing Activities (14,319,632) 1,249,907
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Issuance of Indebtedness 9,748,895 -
Repayments of Principal on Indebtedness (3,847,031) (5,185,836)
Principal Payments on Finance Lease (1,410,838) (418,260)
Net Payments from Contract Advances (263,525) (486,397)
Cash Received from Contributions Restricted for Long-Term
Investment and Property, Plant, and Equipment 9,212,205 9,212,205
Decrease in U.S. Government Grants Refundable, Net (68,859) (120,998)
Change in Annuities Payable (376,676) 125,368
Investment Income Restricted for Life Income Agreements 80,547 82,727
Payments to Annuitants and Life Income Recipients (238,097) (247,743)
Net Cash Provided by Financing Activities 12,836,621 2,961,066

See accompanying Notes to Financial Statements.
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CORNELL COLLEGE

STATEMENTS OF CASH FLOWS (CONTINUED)

YEARS ENDED JUNE 30, 2022 AND 2021

2022 2021
NET CHANGE IN CASH AND CASH EQUIVALENTS $ (5,509,076) $ 3,711,055
Cash and Cash Equivalent - Beginning of Year 14,453,545 10,742,490
CASH AND CASH EQUIVALENTS - END OF YEAR $ 8,944,469 $ 14,453,545
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash Payments for Interest $ 1,325,898 $ 1,209,355
Purchases of Property and Equipment included in Accounts Payable $ 1,282,888 $ 716,493
Noncash Right-of-Use Asset $ 3,124,385 $ 2,966,018
RECONCILIATION OF CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents $ 8,728,645 $ 14,213,479
Restricted Cash and Cash Equivalents 215,824 240,066
Total Cash and Cash Equivalents $ 8,944,469 $ 14,453,545

See accompanying Notes to Financial Statements.
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Operations

Cornell College (the College) is a nationally ranked, highly selective liberal arts college of
1,000 students characterized by life-changing academic immersion in the One Course At-A-
Time curriculum. This intensive focus lays the foundation for a student’s entire Cornell
education: transformative intellectual partnerships that bring out the best in our ambitious
students. Within our curriculum, students dive in, focus intensely, and learn authentically in
every course they take. Unlike the semester system, the College offers an education at the
speed of life with no slow intros, far off exams or papers, or gaps between classes. At the
heart of a Cornell College education are frequent opportunities for experiential learning. The
One Course curriculum frees students to explore new ways to learn—faculty can take entire
classes on field trips for a day or an entire block—in whatever venues best suit the subject
of the class. The College’s distinctive calendar immerses students in full-time internships,
research, or other hands-on opportunities, producing substantial real-world experiences.

The College attracts an engaged student body from across the nation and around the world.
They become quickly involved in campus life, living in a common rhythm due to their
focused academic calendar schedules that brings them closer together as a community on a
socially, culturally, and politically engaged campus. The College students come from 45
states, two U.S. territories, and 20 foreign countries, and a typical first-year class includes
more than 20% domestic students of color and 5% international students. The campus is
diverse on many levels and expands its global environment by drawing international
speakers, artists, and authors to campus.

The College’s setting on a wooded hilltop in Mount Vernon, lowa offers a classic, beautiful,
and safe collegiate setting. A brick pedestrian mall along the ridge of the hilltop links modern
facilities with numerous buildings on the National Register of Historic Places. Mount
Vernon—noted as one of the 10 Coolest Small Towns in America—provides students an
idyllic small college town atmosphere but also connects them to the Eastern lowa Creative
Corridor. 93% of the College graduates complete their degrees in four years or less, and
55% of the College graduates complete an advanced degree. The College’s law school
acceptance rate is 91%, compared to the national average of 85%. The College’s medical
acceptance rate is 82%, compared to the national average of 39%. The College has been
known as one of the 40 “Colleges that Change Lives,” based on the Loren Pope book now
in its fourth edition since 1996. Its distinctive curriculum within the liberal arts provides a
solid path to professional achievement and personal fulfillment.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation

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

Net Assets Without Donor Restrictions — Net assets that are not subject to donor-
imposed stipulations. The governing board has designated, from net assets without
donor restrictions, board-designated endowment, and investment in property, plant, and
equipment.

Net Assets With Donor Restrictions — Net assets subject to donor-imposed restrictions.
Some donor-imposed restrictions are temporary in nature, such as those that will be met
by the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetual in nature where the donor stipulates that resources be
maintained in perpetuity. Donor-imposed restrictions are released when a restriction
expires, that is, when the stipulated time has elapsed, when the stipulated purpose for
which the resource was restricted has been fulfilled, or both.

Revenues are reported as increases in net assets without donor restrictions, unless use of
the related assets is limited by donor-imposed restrictions. Expenses are reported as
decreases in net assets without donor restrictions. Gains and losses on investments and
other assets or liabilities, other than endowment and similar funds, are reported as
increases or decreases in net assets without donor restrictions unless their use is restricted
by explicit donor stipulation. Expirations of restrictions on net assets (i.e., the donor-
stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are
reported as reclassifications between the applicable classes of net assets; net assets
released from restrictions.

Contributions, including unconditional promises to give, are recognized as revenues in the
period received. Conditional promises to give are not recognized until they become
unconditional, that is, when the conditions on which they depend are substantially met.
Contributions of property, plant, and equipment without donor restrictions concerning the
use of such long-lived assets are reported as revenue of the net assets without donor
restrictions. Contributions of cash or other assets to be used to acquire property, plant, and
equipment are reported as revenue of the net assets with donor restrictions; the restrictions
are considered to be released at the time when such long-lived assets are placed into
service. Contributions of assets other than cash are recorded at their estimated fair value.
Contributions to be received after one year are discounted at an appropriate discount rate
commensurate with the risks involved. Amortization of discounts is recorded as additional
contribution revenue in accordance with donor-imposed restrictions, if any, on the
contributions. An allowance for uncollectible contributions receivable is provided based upon
management’s judgment including such factors as prior collection history, type of
contribution, and nature of fundraising activity.
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation (Continued)

Income, realized gains and losses, and unrealized gains and losses on investments of
endowment and similar funds are reported as net assets with donor restrictions.

The board of trustees designates a portion of the College’s cumulative unrestricted
investment return for support of current operations; the remainder is retained to support
operations of future years and to offset potential market declines.

Cash and Cash Equivalents

The College considers all highly liquid debt instruments purchased with a maturity date of
less than three months to be cash equivalents except for money market funds held for long-
term investment and deposits with bond trustees.

Cash in excess of daily requirements is invested in interest-bearing accounts and money
market funds of qualified financial institutions in amounts that frequently exceed insured
limits. The College has not experienced any losses in these investments.

Restricted Cash and Cash Equivalents

The College has restricted cash and cash equivalents which relates to their Perkins loan
program. As of June 30, 2022 and 2021, the restricted cash and cash equivalents were
$215,824 and $240,066, respectively.

Student Accounts Receivable and Student Loans Receivable

Student accounts receivable are carried at the unpaid balance of the original amount billed
to students and student loans receivable are carried at the amount of unpaid principal. Both
receivables are less an estimate made for doubtful accounts based on a review of all
outstanding amounts. Management determines the allowance for doubtful accounts by
identifying troubled accounts and by using historical experience. Student accounts and
loans receivable are written off when deemed uncollectible and student loans receivable
may be assigned to the U.S. Department of Education. Recoveries of student accounts and
loans receivable previously written off are recorded when received. The provision for bad
debts charged to expense, net of recoveries, was a net expense of $92,668 and $56,049 for
the years ended June 30, 2022 and 2021, respectively.

Interest is charged on student accounts receivable that is past due and is recognized as it is
charged. A student account receivable is considered to be past due if any portion of the
receivable balance is outstanding at the beginning of the term to which the charges relate.
Once a student is no longer enrolled, accrual of interest is suspended.

Interest is charged and recognized on student loans receivable after a student is no longer
enrolled in an institution of higher education and after a grace period. Interest is recognized
as charged. Late charges are charged if payments are not paid by the payment due date
and are recognized as they are received. Students may be granted a deferment,
forbearance, or cancellation of their student loan receivable based on eligibility requirements
defined by the U.S. Department of Education or in the case of loan funds of the College,
based on the respective loan program.

(11)



NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributions Receivable

Contributions receivable include pledges that are recorded at their present value using
discount rates of 2%. An allowance for uncollectible contributions receivable is provided
based upon management’s judgment including such factors as prior collection history, type
of contribution, and nature of fundraising activity. For the years ended June 30, 2022 and
2021, the College had an allowance of $200,000.

Contributions receivable from two donors represent 79% and 92% of total contributions
receivable for the years ended June 30, 2022 and 2021, respectively.

Inventories
Inventories are valued at the lower of cost (first-in, first-out method) or net realizable value.

Investments

Investments in equity securities with readily determinable fair values and all investments in
debt securities are reported at fair value with unrealized gains and losses included in the
statement of activities. Donated investments are recorded at fair value on the date received.

Alternative investments, such as private equity, absolute return hedge funds, real estate
investment trusts, and natural resource funds consist primarily of investments that are not
readily marketable. Investments in these categories are valued utilizing the most current
information provided by the general partner or manager of the fund. Because these
alternative investments are not readily marketable, their estimated fair value is subject to
uncertainty and, therefore, may differ from the value that would have been used had a ready
market for such investments existed. Such differences could be material.

Farms and city real estate are carried at cost or, if received as a donation, at the fair market
value at the date received less applicable accumulated depreciation.

Realized gains are calculated using the average cost method.

Leases

The College determines if an arrangement is a lease at inception. Finance leases are
included in Right-of-Use (ROU) Assets - Financing and Lease Liability - Financing Lease in
the balance sheets.

ROU assets represent the College’s right to use an underlying asset for the lease term and
lease liabilities represent the Organization’s obligation to make lease payments arising from
the lease. ROU assets and liabilities are recognized at commencement date based on the
present value of lease payments over the lease term. Lease terms may include options to
extend or terminate the lease when it is reasonably certain that the College will exercise that
option. Lease expense for operating lease payments is recognized on a straight-line basis
over the lease term. The College has elected to recognize payments for short-term leases
with a lease term of 12 months or less as expense as incurred and these leases are not
included as lease liabilities or right of use assets on the balance sheets.

(12)



NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases (Continued)

The individual lease contracts do not provide information about the discount rate implicit in
the lease. Therefore, the College has elected to use their incremental borrowing rate.

The College has elected not to separate nonlease components from lease components and
instead account for each separate lease component and the nonlease component as a
single lease component.

Property, Plant, and Equipment

Land and campus improvements, buildings, rental properties, equipment, and library books
over $5,000 are stated at cost at date of acquisition or fair value at date of gift, less
accumulated depreciation computed on a straight-line basis over the following estimated
useful lives. Interest cost incurred on borrowed funds during the period of construction of
capital assets is capitalized as a component of the cost of acquiring those assets.

Campus Land Improvements 20 Years
Buildings and Rental Properties 50 Years
Equipment 5to0 10 Years
Library Books 10 Years

Pension Plan

The College has a pension plan covering substantially all of its employees. The total
pension expense for the years ended June 30, 2022 and 2021 was $793,673 and $500,884,
respectively. The plan is of the defined-contribution type whereby the College contributes a
specified percentage of the employee’s salary and the employee’s benefit is whatever
amount the accumulated contributions will buy. This percentage was 6.0% and 2.5% for the
years ended June 30, 2022 and 2021, respectively.

Self-Insurance

The College is self-insured with respect to its health insurance coverage. The College
maintains reinsurance that carries a specific stop-loss of $1000,000 per participant covered
for the period January 1, 2022 to December 31, 2022 and an aggregate stop-loss of 125%
of total expected claims. Expected claims are estimated to be approximately $2,003,205.
For the years ended June 30, 2022 and 2021, the amount of health insurance expense,
including administrative costs, and reinsurance costs, net of stop loss recoveries received or
receivable, was $2,457,401 and $2,399,818, respectively.

(13)



NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Asset Retirement Obligations

The College recognizes the fair value of a liability for legal obligations associated with asset
retirements 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 carrying value of the related asset. Over time, the
liability is accreted to its present value each year and the capitalized cost associated with
the retirement obligation is depreciated over the useful life of the related asset. 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 statement of
activities. The College reviews its estimates annually and adjusts the recorded liability as
needed.

Due to U.S. Government

Amounts due to the U.S. Government include advances under the Perkins Loan Program
and the program’s cumulative net income as these funds are ultimately refundable to the
U.S. Government.

Revenue Recognition

Revenue from contracts with customers is recognized when control of the promised goods
or services is transferred to customers (students), in an amount that reflects the
consideration expected to be entitled in exchange for those goods or services.

The following table shows the College’s tuition revenue disaggregated according to the
timing of the transfer of goods or service and by source, as of the years ended June 30:

2022 2021

Revenue Recognized Over Time:
Undergraduate Tuition and Fees $ 48,642,042 $ 44,509,294

The following table shows the College’s auxiliary revenues disaggregated according to the
timing of the transfer of goods or service and by source, as of the years ended June 30:

2022 2021
Revenue Recognized Over Time:
Housing $ 4,764,411 $ 3,726,186
Dining 5,467,880 4,255,022
Other 96,046 64,778
Total $ 10,328,337 $ 8,045,986

The College’s contract assets and liabilities consist of the following as of June 30:

2022 2021 2020
Accounts Receivable - Students $ 1,588,759 $ 1,465,161 $ 1,425,033

Deferred Revenue - Students $ 203,686 $ 330,926 $ 772,095
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Performance Obligations and Revenue Recognition

The College has eight academic terms. Tuition revenue is recognized in the fiscal year in
which the academic programs are delivered, prorata over the term of the related semester.
Auxiliary revenue is recognized in the fiscal year in which housing and food services are
provided, pro-rata over the term of the related semester. Any payments received prior to
fiscal year-end related to academic terms that occur subsequent to fiscal year-end are
recorded as deferred revenue in the accompanying statements of financial position.

Customer contracts generally have separately stated prices for each performance obligation
contained in the contract. Therefore, each performance obligation generally has its own
standalone selling price. Arrangements for payment are agreed to prior to registration of the
student’s first academic term. Many students obtain Title IV or other financial aid resulting in
the College receiving a significant amount of the transaction price at the beginning of the
academic term.

The College does not require students to live on campus for the entire time of study and the
price of educational services and residential services are not dependent on one another.
Therefore, housing and tuition revenue do not need to be combined according to
ASC 606-15-25-9.

Transaction Price

Revenue, or transaction price, is measured as the amount of consideration expected to be
received in exchange for transferring goods or services. Tuition and auxiliary revenues are
reported at established rates, net of financial assistance provided by the College.

Students may receive discounts, scholarships, or refunds, which gives rise to variable
consideration. The amounts of discounts or scholarships are applied to individual student
accounts when such amounts are awarded. Therefore, the transaction price is reduced
directly by these discounts or scholarships from the amount of the standard rates charged.

Students who adjust their course load or withdraw completely within the first three days of
the academic term (add/drop period) may receive a full or partial refund in accordance with
the College’s refund policy.

If a student withdraws prior to completing an academic term, federal regulations permit the
College to retain only a set percentage of the total tuition and auxiliary revenues received
from such student, which varies with, but generally equals or exceeds, the percentage of the
academic term completed by such student. Payment amounts received by the College in
excess of such set percentages of tuition are refunded to the student or the appropriate
funding source.
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Transaction Price (Continued)

For contracts with similar characteristics and historical data on refunds, the expected value
method is applied in determining the variable consideration related to refunds. Estimates of
the College’s expected refunds are determined at the outset of each academic term, based
upon actual experience in previous academic terms. All refunds are netted against revenue
during the applicable academic term. Management believes it is not probable that a
significant reversal in the amount of cumulative revenue recognized will occur when the
uncertainty associated with variable consideration is subsequently resolved.

Management reassesses collectability throughout the period revenue is recognized by the
College on a student-by-student basis. This reassessment is based upon new information
and changes in facts and circumstances relevant to a student’s ability to pay. Management
also reassesses collectability when a student withdraws from the institution and has unpaid
charges.

Contract Balances

Tuition, fees, and auxiliary revenues are recognized in the period classes and services are
provided and amounts received for future periods are reported as deferred revenue.
Students are billed at the beginning of each academic term and payment is due at that time.
The College’s performance obligations are to provide educational services in the form of
instruction as well as housing facilities and meals during the academic term. As these
performance obligations are satisfied over the academic term, deferred revenue is reduced.
A significant portion of student payments are from Title IV financial aid and other programs
and are generally received during the first month of the respective term. When payments are
received, accounts receivable is reduced.

The following table depicts activities for deferred revenue related to tuition and fees and
auxiliary revenues:

Revenue
Recognized
Included in Cash Received
Balance at June 30, 2021 in Advance of Balance at
June 30, 2021 Balance Performance June 30, 2022
$ 330,926 $ 330,926 $ 203,686 $ 203,686

The balance of deferred revenue at June 30, 2022 will be recognized as revenue over the
academic term beginning on July 1, 2022 as services are rendered.

Government Grants and Contracts

Government grants and contract funds are recorded as revenue when earned. Revenue is
earned when eligible expenditures, as defined in each grant or contract, are made. Funds
received but not yet earned are shown as grant advances. Expenditures under government
grants and contracts are subject to review by the granting authority. To the extent, if any,
that such a review reduces expenditures allowable under these contracts, the College will
record such disallowances at the time the determination is made.
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Government Grants and Contracts (Continued)

A portion of the College’s revenue is derived from cost reimbursable federal and state
contracts and grants, which are conditioned upon certain performance requirements and/or
the incurrence of allowable qualifying expenses. Amounts received are recognized as
revenue when the College has incurred expenditures in compliance with specific contract or
grant provisions. There was $1,000,000 of conditional grants not recognized as of June 30,
2022.

Due to COVID-19, the Federal Government passed the Coronavirus Response and Relief
Supplemental Appropriations Act, 2021 on December 27, 2020 which included funding for
the Higher Education Emergency Relief Fund (HEERF). These funds were awarded to
institutions of higher education in addition to the funding previously provided in spring of
2020 through the Coronavirus Aid, Recovery, and Economic Security (CARES) Act. These
funds are provided in two portions: institutional aid to provide support for pivoting instruction
to online delivery or reimbursement of refunds, and a student portion to provide emergency
financial aid grants to students.

For the year ended June 30, 2021, the College received additional allocations of $1,613,927
for the student portion and $2,237,389 for the institutional portion. For the year ended
June 30, 2021, the College had recognized $1,142,541 related to the institutional portion, as
well as, the College had expended $658,018 related to emergency student grants that is
included in Scholarships and Fellowships expense on the statement of activities.

For the year ended June 30, 2022, the College received additional allocations of $1,191,146
for the student portion and $1,191,145 for the institutional portion. For the year ended
June 30, 2022, the College had recognized $1,191,145 related to the institutional portion, as
well as, the College had expended $1,191,146 related to emergency student grants that is
included in Scholarships and Fellowships expense on the statement of activities.

Income Tax Status

The College is recognized as exempt from federal income taxes under Section 501(c)(3) of
the Internal Revenue Code. The College may be subject to federal and state income taxes
on any net income from unrelated business activities. The College files a Form 990 (Return
of Organization Exempt from Income Tax) annually and unrelated business income (UBI) is
reported on Form 990-T, as appropriate. Management has evaluated their material tax
positions, which include such matters as the tax-exempt status and various positions relative
to potential sources of UBI. As of June 30, 2022 and 2021, there were no uncertain tax
benefits identified and recorded as a liability.

Advertising
The College follows the policy of charging advertising costs to expense as incurred. Total
advertising expense is not material to the College’s financial statements.
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NOTE 1

CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Functional Expenses

The College reports expenditures in categories reflecting core operational objectives for
higher education as defined by Integrated Postsecondary Education Data System (IPEDS).
During the year, expenses are directly coded to program (instruction, academic support and
research, student services, and auxiliary enterprises) or support services (institutional
support, institutional advancement, and scholarships and fellowships) whenever possible.
Expenses which are not directly identifiable by program or support service are allocated
based on the best estimates of management. In Note 10, the College has presented the
natural classification detail of expenses by function.

The College incurred fundraising costs of approximately $2,196,000 and $1,193,000 for the
years ended June 30, 2022 and 2021, respectively. These expenses are included with
institutional advancement on the statements of activities.

Measure of Operations

In its statements of activities, the College includes in its definition of operations all revenues
and expenses that are an integral part of its programs and supporting activities.
Nonoperating activity consists primarily of investment income greater (less) than spending
rate, change in value of split interest agreements, loss on disposal of property, plant, and
equipment, contributions restricted for capital campaign, and permanently restricted
contributions.

Change in Accounting Principle

The Financial Accounting Standards Board (FASB) has issued Accounting Standards
Update (ASU) 2020-07, Not-for-Profit Entities (Topic 958): Presentation and Disclosures by
Not-for-Profit Entities for Contributed Nonfinancial Assets. The FASB issued this ASU to
improve the transparency of contributed nonfinancial assets through enhancements to
presentation and disclosure. Nonfinancial assets are defined within the ASU as including
fixed assets (such as land, buildings, and equipment), use of fixed assets or utilities,
materials and supplies, intangible assets, services, and unconditional promises of those
assets. The amendments do not change the recognition and measurement of nonfinancial
assets. This adoption of this standard did not have a significant impact on the College’s
financial statements.

Subsequent Events

In preparing these financial statements, the College has evaluated events and transactions
for potential recognition or disclosure through March 29, 2023, the date the financial
statements were available to be issued.
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CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE2 CONTRIBUTIONS RECEIVABLE

Contributions receivable are summarized as follows as of June 30:

2022 2021
Contributions Receivable Expected to be Collected in:
Less Than One Year $ 6,872,561 $ 6,466,896
One Year to Five Years 17,050,919 14,809,662
Over Five Years 194,693 2,708,815
Gross Contributions Receivable 24,118,173 23,985,373
Less:
Allowance for Uncollectibles (200,000) (200,000)
Unamortized Discount for Time Value of Money * (1,042,991) (1,554,683)
Net Contributions Receivable $ 22,875,182 $ 22,230,690

* The discount rate used was 2%.

The above contributions receivable have been included in the following net asset categories
as of June 30:

2022 2021
Without Donor Restrictions $ 291,265 $ 225,839
With Donor Restrictions 22,583,917 22,004,851
Total $ 22,875,182 $ 22,230,690

NOTE 3 STUDENT LOANS RECEIVABLE

The College’s student loans receivable consist of a revolving loan fund for Federal Perkins
Loans for which the College acts as an agent for the federal government in administering
the loan program and an institutional loan fund created by the College to assist students in
funding their education.

The College determined their allowance for doubtful accounts on these student loans by
looking at historical default rates and analyzing the aging of the past due loans. During the
years ended June 30, 2022 and 2021, the College has not significantly changed its
methodology for the allowance for doubtful accounts on student loans.
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CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE3 STUDENT LOANS RECEIVABLE (CONTINUED)

The aging of the student loan portfolio by classes of loans as of June 30 is presented as

follows:
2022
Greater Than
240 Days, Greater Than
Less Than but Less 2 Years, Less  Greater Than
Not in 240 Days Than 2 Years Than 5 Years 5 Years

Classes of Loans Repayment Current Past Due Past Due Past Due Past Due Total
Federal Perkins Loans $ 77,100 $ 89,269 § 8,664 $ 11,955 § 15,542 $§ 178,267 $ 380,797
Institutional Loans 464,576 178,726 29,760 61,588 110,834 204,560 1,050,044

Total $ 541676 $ 267,995 § 38,424  $ 73,543 $ 126,376 $§ 382,827 § 1,430,841
As a Percentage of -

Total Loan Portfolio 37.86% 18.73% 2.69% 5.14% 8.83% 26.76% 100.00%
2021
Greater Than
240 Days, Greater Than
Less Than but Less 2 Years, Less  Greater Than
Not in 240 Days Than 2 Years Than 5 Years 5 Years

Classes of Loans Repayment Current Past Due Past Due Past Due Past Due Total
Federal Perkins Loans $ 90,718 $ 137,520 $ 2,683 $ 7681 $ 37,149 $ 162,465 $ 438,216
Institutional Loans 411,163 168,492 34,152 76,697 72,164 199,172 961,840

Total $ 501,881 $ 306,012 § 36,835 $ 84,378  $ 109,313 § 361,637 $ 1,400,056
As a Percentage of -

Total Loan Portfolio 35.85% 21.86% 2.63% 6.03% 7.81% 25.83% 100.00%

The allowance for doubtful accounts on student loans in aggregate is $129,000 for the years
ended June 30, 2022 and 2021.

The allowance for doubtful accounts on loans by portfolio segment as of June 30 is
presented as follows:

2022
Federal Institutional
Perkins Loans Loans Total
Loans Collectively Evaluated for Impairment $ 380,797 $ 1,050,044 $ 1,430,841
Less: Allowance for Loans Collectively
Evaluated for Impairment 88,680 40,320 129,000
Student Loans Receivable, Net $ 292 117 $ 1,009,724 $ 1,301,841
Allowance as a Percentage of Loans
Collectively Evaluated for Impairment 23.29% 3.84% 9.02%
2021
Federal Institutional
Perkins Loans Loans Total
Loans Collectively Evaluated for Impairment $ 438,216 $ 961,840 $ 1,400,056
Less: Allowance for Loans Collectively
Evaluated for Impairment 88,680 40,320 129,000
Student Loans Receivable, Net $ 349,536 $ 921,520 $ 1,271,056
Allowance as a Percentage of Loans
Collectively Evaluated for Impairment 20.24% 4.19% 9.21%
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CORNELL COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE3 STUDENT LOANS RECEIVABLE (CONTINUED)

For each class of financing receivable, the following presents the recorded investment by
credit quality indicator as of June 30:

2022
Federal Institutional
Perkins Loans Loans Tot