


SALUS UNIVERSITY AND ITS FOUNDATION
TABLE OF CONTENTS
YEARS ENDED JUNE 30, 2022 AND 2021

INDEPENDENT AUDITORS’ REPORT

CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
CONSOLIDATED STATEMENTS OF ACTIVITIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



CliftonLarsonAllen LLP
CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Salus University and Its Foundation
Elkins Park, Pennsylvania

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Salus University and Its
Foundation (the University) which comprise the consolidated statements of financial position as of

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of the University as of June 30, 2022 and 2021, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Consolidated Financial Statements

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

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

CLAglobal.com/disclaimer
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Board of Trustees
Salus University and Its Foundation

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an 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 will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS, we:

X

X

Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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.

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

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.

CliftonLarsonAllen LLP

Plymouth Meeting, Pennsylvania
October 26, 2022
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SALUS UNIVERSITY AND ITS FOUNDATION
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2022 AND 2021

2022 2021
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
ASSETS

Cash and Cash Equivalents $ 12,896,948 $ - $ 12,896,948 $ 13,688,498 $ - $ 13,688,498
Cash Restricted as to Purpose 5,065,659 141,890 5,207,549 6,388,535 141,890 6,530,425
Tuition and Other Accounts

Receivable, Net 2,652,097 - 2,652,097 2,370,931 - 2,370,931
Patient Care Receivable, Net 564,054 - 564,054 383,172 - 383,172
Contributions Receivable, Net - 145,569 145,569 - 381,445 381,445
Beneficial Interest in Third-Party Trusts - 195,480 195,480 - 171,223 171,223
Other Assets 1,869,109 10,391 1,879,500 1,724,523 9,418 1,733,941
Government Loans to Students, Net 8,568,700 - 8,568,700 9,429,833 - 9,429,833
Investments 43,116,562 10,496,427 53,612,989 49,384,964 11,437,088 60,822,052
Land, Buildings, Furniture, and

Equipment, Net 38,322,657 - 38,322,657 36,529,238 - 36,529,238

Total Assets $ 113,055,786 $ 10,989,757 $ 124,045,543 $ 119,899,694 $ 12,141,064 $ 132,040,758
LIABILITIES AND NET ASSETS

LIABILITIES

Accounts Payable $ 908,236 $ - $ 908,236 $ 818,041 $ - $ 818,041

Accrued Expenses 1,363,690 - 1,363,690 1,984,447 - 1,984,447

Deferred Income 6,397,659 - 6,397,659 5,912,353 - 5,912,353

Other Liabilities 1,517,072 - 1,517,072 1,412,112 - 1,412,112

Capital Lease Obligations 682,238 - 682,238 1,008,770 - 1,008,770

Debt 13,320,629 - 13,320,629 13,669,320 - 13,669,320

Government Advances 11,822,176 - 11,822,176 10,996,166 10,996,166

Postretirement Benefits 7,340,124 - 7,340,124 9,260,990 9,260,990

Total Liabilities 43,351,824 - 43,351,824 45,062,199 45,062,199

NET ASSETS 69,703,962 10,989,757 80,693,719 74,837,495 86,978,559

Total Liabilities and Net Assets

$ 113,055,786 $ 10,989,757

See accompanying Notes to Consolidated Financial Statements.
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SALUS UNIVERSITY AND ITS FOUNDATION
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2022

Without Donor With Donor

Restrictions Restrictions Total
REVENUES, GAINS, AND OTHER SUPPORT
Tuition and Fees, Net of University
Scholarships of $1,816,944 $ 44,019,689 $ - $ 44,019,689
Investment Return 19,131 - 19,131
Allocation of Endowment Spending 1,794,161 - 1,794,161
Grant Revenue 2,959,914 - 2,959,914

See accompanying Notes to Consolidated Financial Statements.
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SALUS UNIVERSITY AND ITS FOUNDATION
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2021

Without Donor With Donor
Restrictions Restrictions Total
REVENUES, GAINS, AND OTHER SUPPORT

See accompanying Notes to Consolidated Financial Statements.
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SALUS UNIVERSITY AND ITS FOUNDATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2022 AND 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $ (6,284,840) $ 14,611,301
Adjustments to Reconcile Change in Net Assets to Net
Cash Provided by Operating Activities:
Depreciation 2,918,607 2,976,504
Imputed Interest on Deferred Bond Costs 12,767 (40,270)
Provision for Bad Debts (58,600) 38,300
Net Unrealized and Realized Losses (Gains)on Investments 9,460,556 (12,147,171)
Contributions Designated for the Acquisition of
Long-Lived Assets and Endowments (48,972) (30,569)
Changes in Assets and Liabilities:
Tuition, Patient Care, and Other Receivables (462,048) (358,160)
Contributions Receivable 294,476 (185,634)
Beneficial Interest in Third-Party Trusts (24,257) 272,962
Other Assets (145,559) 112,161
Accounts Payable 90,195 (24,299)
Accrued Expenses (620,757) 247,896
Deferred Income 485,306 3,756
Other Liabilities 104,960 (760,658)
Postretirement Benefits (1,920,866) (930,269)
Net Cash Provided by Operating Activities 3,800,968 3,785,850
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sales of Investments 17,829,874 12,679,912
Purchases of Investments (20,081,367) (11,975,914)
Collections on Loans to Students - Government and Other 1,896,964 2,097,686
Loans Issued to Students - Government and Other (1,035,831) (1,423,158)
Purchase of Land, Buildings, Furniture, and Equipment, Net (4,712,026) (2,721,525)
Net Cash Used by Investing Activities (6,102,386) (1,342,999)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Issuance of New Debt - 13,969,734
Repayment of Debt (361,458) (14,356,538)
Repayment of Capital Lease Obligations (326,532) (339,150)
Contributions Designated for the Acquisition of
Long-Lived Assets and Endowments 48,972 30,569
Change in Government Advances 826,010 (1,346,680)
Net Cash Provided (Used)by Financing Activities 186,992 (2,042,065)
(DECREASE) INCREASE IN CASH, CASH EQUIVALENTS,
AND CASH RESTRICTED AS TO PURPOSE (2,114,426) 400,786
Cash, Cash Equivalents, and Cash Restricted
as to Purpose - Beginning of Year 20,218,923 19,818,137
CASH, CASH EQUIVALENTS, AND CASH RESTRICTED
AS TO PURPOSE - END OF YEAR $ 18,104,497 $ 20,218,923
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid for Interest $ 296,941 $ 346,684
Cash and Cash Equivalents $ 12,896,948 $ 13,688,498
Cash Restricted as to Purpose 5,207,549 6,530,425
Total $ 18,104,497 $ 20,218,923

See accompanying Notes to Consolidated Financial Statements.
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NOTE 1

NOTE 2

SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

DESCRIPTION OF THE ORGANIZATION

Salus University is a nonprofit Pennsylvania corporation of higher education. Salus, Latin for
health and well-being, is a fitting name for an institution dedicated to educating caring
professionals for the health care, teaching, and rehabilitation fields. Salus University
consists of the following colleges:

The Pennsylvania College of Optometry
The George S. Osborne College of Audiology
The College of Health Science Education and Rehabilitation

The mission of Salus University is to advance integrated health care through innovative
education, research, and clinical services.

The Pennsylvania College of Optometry Foundation (the Foundation) is a nonprofit
Pennsylvania corporation controlled by Salus University (collectively, the University) The
Foundation is limited to acting for the benefit of Salus University and its charitable and
educational purposes.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The consolidated financial statements include the accounts of the University and
Foundation. All inter-company activities have been eliminated. The consolidated financial
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NOTE 2

SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation (Continued)

Revenues are reported as increases in net assets without donor restrictions unless use of
the related assets is limited by donor-imposed restrictions. Donor-restricted contributions
whose restrictions are met in the same year the gift is made are reported as contributions
with donor restrictions and releases in the current year. Expirations of donor-imposed
restrictions on net assets, that is, the donor-imposed stipulated purpose has been
accomplished, and/or the stipulated time period has elapsed, are reported as net assets
released from restrictions. Expenses are reported as decreases in net assets without donor
restrictions. Gains and losses on assets and liabilities are reported as increases or
decreases in net assets without donor restrictions unless their use is restricted by explicit
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021
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NOTE 2

SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Land, Buildings, Furniture, and Equipment

Land, buildings, furniture, and equipment are recorded at cost or at fair value at the date of
the gift. Equipment costing $5,000 or greater and construction projects costing $25,000 or
greater are capitalized and depreciated within the University’s depreciation guidelines.
Depreciation is computed on a straight-line basis over the estimated useful lives of the
assets (15 to 20 years for land improvements; 10 to 40 years for buildings and
improvements; and 4 to 10 years for furniture and equipment) Assets acquired under capital
leases are amortized at the lesser of the lease term or useful life of the asset.

Government Agency Advances and Funding

The University receives funding or reimbursement from governmental agencies for various
activities, including student loans, research, and training. In general, funding received from
government agencies is recognized as revenue when the funds are used for their intended
purpose. Amounts received from governmental agencies that have been advanced to
students in the form of loans are shown as government advances on the consolidated
statements of financial position.

Allocation of Certain Expenses

The consolidated statements of activities present expenses by functional classification.
Operation and maintenance of physical plant and related interest and depreciation are
allocated based on square footage.

Auxiliary Enterprises

Auxiliary enterprises include the rental activities of the University’s 8380 Office Building, the
Hafter Student Community Center and the net activities of the bookstore and the cafeteria.

Income Taxes

The University has been granted tax-exempt status as a nonprofit organization under
Section 501(c]3)of the Internal Revenue Code and files federal tax Form 990, Return of
Organization Exempt from Income Tax, annually for informational purposes. Accordingly, no
provision for income taxes is required in the accompanying consolidated financial
statements.

The University follows the accounting guidance for uncertainties in income tax positions,
which requires that a tax position be recognized or derecognized based on a “more-likely-
than-not” threshold. This applies to positions taken or expected to be taken in a tax return.
The University does not believe its consolidated financial statements include any material
uncertain tax positions.
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NOTE 2

SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The preparation of the consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America (U.S. GAAP) requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the dates of the consolidated
financial statements, and the reported amounts of revenues and expenses during the
reporting periods. The most significant management estimates and assumptions relate to
the determination of allowance for tuition and other accounts receivable, patient care
receivables, contributions receivable, government loans to students, useful lives of fixed
assets, valuation of alternative investments, the allocation of functional expenses,
assumptions related to the postretirement liability, and the reported fair values of certain of
the University’s assets and liabilities. Actual results could differ from those estimates.

Recently Issued Accounting Standard

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This standard
establishes guidance that will result in a more faithful representation of the rights and
obligations arising from leases by requiring lessees to recognize the lease assets and lease
liabilities that arise from leases in the statement of financial position and to disclose
qualitative and quantitative information about lease transactions.

In June 2020, the FASB issued ASU 2020-05, Revenue from Contracts with Customers
(Topic 606) and Leases (Topic 842). Effective Dates for Certain Entities, which deferred the
effective date to the University’'s fiscal year ending June 30, 2023. At adoption, the
University will recognize a right-of-use asset and a lease liability measured at the present
value of its lease payments.

The University is assessing the impact this standard will have on its consolidated financial
statements.

Subsequent Events

Management evaluated events and transactions that occurred after the statement of
financial position date for potential recognition and disclosure through October 26, 2022, the
date on which the consolidated financial statements were available to be issued. No
significant subsequent events were noted.

(11)



SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 3 LIQUIDITY

The University regularly monitors liquidity required to meet its operating needs and other
contractual commitments, while also striving to maximize the investment of its available
funds. For purposes of analyzing resources available to meet general expenditures over a
12-month period, the University considers all expenditures related to its ongoing mission-
related activities as well as the conduct of services undertaken to support those activities to
be general expenditures.

The University had the following financial assets available for expenditure within one year as

of June 30:
2022 2021
Cash and Cash Equivalents $ 12,896,948 $ 13,688,498
Accounts Receivable 2,217,577 2,467,696
Other Miscellaneous Receivables 112,200 112,200
Payout of Board-Designated Funds 1,720,300 1,579,600
Total $ 16,947,025 $ 17,847,994

Federal student loans receivable are not considered to be available to meet general
expenditures because principal and interest on these loans are used solely to make new
loans.

The University’s governing board has designated a portion of its resources to function as

(12)



NOTE 4

SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

REVENUE FROM CONTRACTS WITH CUSTOMERS (CONTINUED)

Performance Obligations and Revenue Recognition
Tuition
The University has four academic terms; summer, fall, winter and spring. Tuition revenue is

recognized in the fiscal year in which the academic programs are delivered, pro rata over
the academic terms.

Each program has a unique tuition charge appropriate for the course of study. Payment
policy is set forth in the student handbook and financial aid handbook. Generally, payments
for tuition and fees are due prior to the start of the academic terms. Many students obtain
Title IV or other financial aid resulting in the University receiving a significant amount of the
transaction price at the beginning of the academic term.

Patient Care

The Salus University clinics provide both clinical learning experiences and patient care. The
primary service area includes Philadelphia, Pennsylvania and the surrounding communities.
The patient care receivables are comprised primarily of amounts due from patients and
third-party payors such as Medicare, Medicaid, BC/BS, Davis Vision, and Cigna Health
Springs-Superior. It is the policy of the University to provide care to needy members of the
community, regardless of their ability to pay.

These programs are subject to audit by the government and/or their agents. Retroactive
adjustments are accrued when known and adjusted in future periods as final settlements are
determined. Laws and regulations governing these programs are complex and subject to
interpretation. Compliance with such laws and regulations can be subject to future regulatory
review and interpretation.

Transaction Price
Tuition

(13)



SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 4 REVENUE FROM CONTRACTS WITH CUSTOMERS (CONTINUED)

Contract Balances

Tuition

Tuition and fees are recognized in the period services are provided and amounts received
for future periods are reported as deferred income. The University’s performance obligations
are to provide instructional services and patient care. As instruction is satisfied over the
academic term, deferred income is reduced. When payments are received, either from the
student of financial aid provider, accounts receivable is reduced.

Deferred revenue represents tuition that was billed for the summer term prior to year-end but

(14)



SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021



SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 7 FAIR VALUE MEASUREMENTS (CONTINUED)
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 10 GOVERNMENT LOANS TO STUDENTS
The University makes uncollateralized loans to students based on financial need. Student
loans are funded through federal government loan programs or institutional resources. At
both June 30, 2022 and 2021, student loans represented approximately 7% of total assets.

At June 30, student loans consisted of the following:

2022 2021
Federal Government Programs $ 9,167,140 $ 10,025,297
Institutional Programs 42,660 45,636
Total 9,209,800 10,070,933
Less: Allowance for Doubtful Accounts (641,100) (641,100)
Total $ 8,568,700 $ 9,429,833

The University participates in the federal revolving loan programs. The availability of funds
for loans under the programs is dependent on reimbursements to the pool from repayments
on outstanding loans. Funds advanced by the federal government of $11,822,176 and
$10,996,166 at June 30, 2022 and 2021, respectively, are ultimately refundable to the
government, and are classified as liabilities in the consolidated statements of financial
position. Outstanding loans cancelled under the program result in a reduction of the funds
available for loan and a decrease in the liability to the government.

At June 30, the following amounts were past due under student loan programs:

2022 2021

Less than 1 Year $ 114,689 $ 79,672
Within 1 and 2 Years 15,459 14,696
Within 2 and 3 Years 14,691 16,425
Within 3 and 4 Years 44 568 28,144
Within 4 and 5 Years 2,928 2,928
Greater than 5 Years 311,981 324,919

Total $ 504,316 $ 466,784

Allowances for doubtful accounts are established based on prior collection experience and
current economic factors which, in management’s judgment, could influence the ability of
loan recipients to repay the amounts per the loan terms. Institutional loan balances are
written off only when they are deemed to be permanently uncollectible. Amounts due under
the Federal Perkins, Health Professions, and Loans for Disadvantaged Students programs
are guaranteed by the federal government, with defaulted loans eligible for assignment/
return and potential cancellation. The allowances for doubtful accounts reflect the possibility
that some of the longstanding past-due accounts may not be accepted for cancellation.
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 11 LAND, BUILDINGS, FURNITURE, AND EQUIPMENT
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 13 RENTAL INCOME

The University owns a four-story office building (8380 Office Park)adjacent to its academic
facilities, which is leased to third parties. Rental income totaled $1,041,419 and $857,601 for
the years ended June 30, 2022 and 2021, respectively, and was recorded in auxiliary
enterprises on the consolidated statements of activities. A summary of future annual lease
payments related to these office leases is as follows:

Year Ending June 30, Amount
2023 $ 944,173
2024 952,454
2025 880,115
2026 845,388
2027 767,928
Thereafter 2,468,506
Total $ 6,858,564
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 14 LONG-TERM DEBT (CONTINUED)
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 17 POSTRETIREMENT BENEFITS OTHER THAN PENSIONS (CONTINUED)

Assumptions

Weighted-average assumptions used to determine benefit obligations as of year-end and
net periodic benefit costs were:

2022 2021
Discount Rate 4.35% 2.50%
Current Year Health Care Cost Trend Rate 7.50% 6.50%
Ultimate Health Care Cost Trend Rate 5.00% 5.00%
Years Until Ultimate is Reached 10 3

2022 2021
Service Cost $ 38,656 $ 51,415
Interest Cost 220,678 220,161

Net Periodic Postretirement Benefit Cost $ 259,334 $ 271,576

Net Periodic Postretirement Benefit Cost

2022 2021

(23)



NOTE 18

NOTE 19

NOTE 20

SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NET ASSETS

Net assets without donor restrictions include board-designated funds available for program
and University support of $43,065,594 and $49,384,164 as of June 30, 2022 and 2021,
respectively.

Net assets with donor restrictions consist of the following:

2022 2021
Time or Purpose Restricted $ 1,867,857 $ 1,849,653
Pledges 145,569 381,445
Beneficial Interest in Third-Party Trusts 195,480 171,223
Cash Surrender Value Life Insurance 194,995 194,995
Other 10,391 9,418
Endowment Funds:
Unexpended Endowment Income 3,340,652 4,753,039
Donor-Restricted Endowment Funds 5,234,813 4,781,291
Total $ 10,989,757 $ 12,141,064

FUNDRAISING EXPENSE

Fundraising expenses are those expenses incurred to induce donors to contribute to an
organization. Included are all of the direct costs associated with and supporting the actual
solicitation of contributions. Fundraising costs for the years ended June 30, 2022 and 2021,
were $635,944 and $631,082, respectively.

ENDOWMENTS

As required by U.S. GAAP, net assets associated with endowment funds, including funds
designated by the board of trustees to function as endowments, are classified and reported
based on the existence or absence of donor-imposed restrictions.

The University’s endowment consists of a portfolio of actively managed funds established to
provide both a source of operating funds as well as long-term financial stability. The
endowment includes donor-restricted endowment funds and funds designated by the board
of trustees to function as quasi-endowments, plus the following where the assets have been
designated for endowment: pledges receivable, split-interest agreements, and other net
assets.

(24)



SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 20 ENDOWMENTS (CONTINUED)

Interpretation of Relevant Law

The University has interpreted Commonwealth of Pennsylvania Act 141 (Act 141) as
requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment funds absent explicit donor stipulations to the contrary. As a result of
this interpretation, the University classifies as net assets with donor restrictions (a) the
original value of gifts donated to be maintained in perpetuity in the University’s 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. This is
regarded as the “historic dollar value” of the endowed fund. The remaining portion of the
donor-restricted endowment fund that is not to be maintained in perpetuity and is regarded
as “net appreciation” is classified as net assets with donor restrictions until those amounts
are appropriated for expenditure by the University in a manner consistent with the
University’s spending policy. The University considers the following factors in making a
determination to appropriate or accumulate endowment funds.

X The duration and preservation of the fund,
X The mission of the University and the donor-restricted endowment fund,
x General economic conditions,

X The possible effect of inflation and deflation,
X The expected total return from investments,
x Other resources of the University, and

X The investment policy of the University.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the “historic dollar value.” The University’s interpretation of
Act 141 allows for any deficiencies of this nature to be reported as reductions to the related
net asset grouping. Deficiencies of this nature were $85,210 on gifts of $727,379 as of
June 30, 2022. There were no deficiencies as of June 30, 2021.

Investment Policy

The University has adopted an investment policy that is intended to maintain the purchasing
power of the endowment assets. Under this approach, as approved by the finance
committee of the board of trustees, the University expects its endowment funds, over time,
to provide an average annual real total return of at least 5.0% per year over a rolling five-
year time period. Actual returns in any given year may vary from this amount. To satisfy as
long-term rate-of-return objectives, the University relies on a total return strategy in which
investment returns are achieved through both current yield (interest and dividends) and
capital appreciation (realized and unrealized) The University employs a professional
investment management consultant to manage the investment portfolio. Different managers
have been employed over the years and have included a wide range of investments,
including alternative strategies.

(25)



SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 20 ENDOWMENTS (CONTINUED)

Investment Policy (Continued)

Alternative asset classes have historically demonstrated lower volatility on a stand-alone
basis compared to traditional asset classes. Additionally, they have had low correlations,
thus providing diversification benefits at the total fund level.

Endowment Spending Policy

The University’s spending policy is designed to stabilize annual spending levels and
preserve the real value of the endowment over time. With regard to net assets with donor
restrictions to be maintained in perpetuity, where the donor is silent on the annual draw
amount, the board elected to adopt a 4% draw using the average market value of the funds
for the trailing 12 quarters for both 2022 and 2021. The board elected to adopt the same 4%
draw for board-designated quasi-endowment funds. The board approved a 4% draw for the
upcoming June 30, 2023, fiscal year.

Endowment Fund Activity

Without Donor With Donor
Restrictions Restrictions Total
Net Assets - June 30, 2020 $ 39,466,773 $ 7,150,263 $ 46,617,036
Investment Return:
Investment Income 313,334 59,308 372,642
Net Unrealized and Realized Gains 9,581,815 1,805,690 11,387,505
Net Investment Return 9,895,149 1,864,998 11,760,147
Contributions - 702,306 702,306
Appropriation of Endowment
Asset for Expenditure (Draw) (1,488,342) (183,237) (1,671,579)
Net Assets - June 30, 2021 47,873,580 9,534,330 57,407,910
Investment Return:
Investment Income 642,536 156,885 799,421
Net Unrealized and Realized Losses (7,471,324) (1,475,265) (8,946,589)
Net Investment Return (6,828,788) (1,318,380) (8,147,168)
Contributions - 574,092 574,092
Additional Board Support 3,000,000 - 3,000,000
Additional Program Support (268,236) - (268,236)
Appropriation of Endowment
Asset for Expenditure (Draw) (1,579,584) (214,577) (1,794,161)
Net Assets - June 30, 2022 $ 42,196,972 $ 8,575,465 $ 50,772,437
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 20 ENDOWMENTS (CONTINUED)

Endowment Fund Activity (Continued)
The University’s endowment net assets were classified as follows as of June 30:

2022
Without Donor With Donor
Restrictions Restrictions Total
Unrestricted and Board-Designated
Endowment Funds $ 42,196,972 $ - $ 42,196,972
Donor-Restricted Endowment Funds:
Time or Purpose Restrictions - 3,340,652 3,340,652
Held in Perpetuity - 5,234,813 5,234,813
Total $ 42,196,972 $ 8,575,465 $ 50,772,437
2021
Without Donor With Donor
Restrictions Restrictions Total
Unrestricted and Board-Designated
Endowment Funds $ 47,873,580 $ - $ 47,873,580
Donor-Restricted Endowment Funds:
Time or Purpose Restrictions - 4,753,039 4,753,039
Held in Perpetuity - 4,781,291 4,781,291
Total $ 47,873,580 $ 9,534,330 $ 57,407,910

NOTE 21 COMMITMENTS AND CONTINGENCIES

The University leases space for its program services under operating leases with the option
to renew. The following is a schedule of future minimum lease payments for operating
leases with noncancellable lease terms in excess of one year:

Year Ending June 30, Amount
2023 $ 116,951
2024 95,300
2025 93,000
2026 101,535
2027 102,300
Thereafter 341,372
Total $ 850,458

Rental expense under operating lease agreements for the years ended June 30, 2022 and
2021, was $178,749 and $180,107, respectively.
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SALUS UNIVERSITY AND ITS FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

NOTE 21 COMMITMENTS AND CONTINGENCIES

The University is involved in litigation and regulatory investigations arising in the ordinary
course of business. Based on the information currently available, in the opinion of
management, all such matters are adequately covered by commercial insurance or by
accruals, and if not so covered, are of such kind, or involve such amounts as would not have
a material adverse effect on the financial position, changes in net assets, or cash flows of

the University.
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NOTE 22 FUNCTIONAL EXPENSES

Expenses reported in the consolidated financial statements are classified among program services and management and general
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