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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Chatham University
Pittsburgh, Pennsylvania

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Chatham University (University), which
comprise the consolidated statements of financial position as of June 30, 2019 and 2018, and the related
consolidated statements of activities and changes in net assets, and cash flows for the years then ended, and the
related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements 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
entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Schneider Downs & Co., Inc. One PPG Place, Suite 1700 65 E. State Street, Suite 2000
www.schneiderdowns.com Pittsburgh, PA 15222 Columbus, OH 43215
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Opinion

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, 2019 and 2018, and the changes in its net assets,
and its cash flows for the years then ended in accordance with U.S. GAAP.

Emphasis of Matters

As discussed in Note 1 to the consolidated financial statements, during the year ended June 30, 2019, the
University adopted Accounting Standards Update No. 2016-14 Not-for-Profit Entities (Topic 958): Presentation
of Financial Statements of Not-for-Profit Entities and Accounting Standards Update No. 2014-09 (Topic 606)
Revenue from Contracts with Customers. Our opinion is not modified with respect to these matters.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required part of the
consolidated financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the consolidated financial
statements. The information has been subjected to the auditing procedures applied in the audit of the consolidated
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the consolidated financial statements or to
the consolidated financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of expenditures of
federal awards is fairly stated in all material respects in relation to the consolidated financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 21, 2019, on
our consideration of the University’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 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 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 the University’s internal control over financial reporting and compliance.

Pittsburgh, Pennsylvania
November 21, 2019



CHATHAM UNIVERSITY

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

June 30
2019 2018
ASSETS
Cash and cash equivalents $ 1,492,678 $ 2,964,029
Cash and cash equivalents held for debt service payments 2,559,375 2,559,375
4,052,053 5,523,404
Student accounts receivable (net of allowance of $1,143,000
and $1,303,000 as of June 30, 2019 and 2018, respectively) 796,880 874,597
Contributions receivable, net 3,789,081 3,060,184
Other receivables 1,292,712 1,868,536
Student loans receivable (net of allowance of $228,000 and
$219,000 as of June 30, 2019 and 2018, respectively) 483,919 578,163
Investments 81,633,866 80,481,915
Assets held in trust by others 4,502,403 4,433,310
Deferred compensation deposits 1,054,174 1,098,065
Prepaid expenses and other assets 657,499 489,520
Land, buildings and equipment, net 119,635,676 122,747,209
Total Assets $ 217,898,263 $§ 221,154,903
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable $ 3,712,441  $ 2,215,084
Accrued liabilities and other 4,466,245 4,403,980
Student deposits and deferred revenues 4,534,417 6,230,234
Capital lease obligations 5,720,936 5,856,529
Lines of credit 3,396,799 3,357,461
Bonds and notes payable, net 60,993,817 63,420,697
Advances from federal government for student loans 1,177,147 1,177,147
Total Liabilities 84,001,802 86,661,132
NET ASSETS
Without donor restrictions:
Designated for endowment 10,631,940 9,167,539
Undesignated 17,386,799 24,776,894
Total Net Assets Without Donor Restrictions 28,018,739 33,944,433
With donor restrictions 105,877,722 100,549,338
Total Net Assets 133,896,461 134,493,771
Total Liabilities And Net Assets $ 217,898,263 $§ 221,154,903

See notes to consolidated financial statements.



CHATHAM UNIVERSITY

CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

REVENUES AND OTHER ADDITIONS
Tuition and fees
Scholarships

Auxiliary enterprises revenues

Federal and state grants and contracts

Private gifts and grants

Interest and dividends

Net unrealized and realized gains on investments

Total Revenues And Other Additions

NET ASSETS RELEASED FROM
RESTRICTIONS:
Operations
Capital

Total Revenues And Other Additions And
Net Assets Released From Restrictions

EXPENSES AND OTHER DEDUCTIONS
Program expenses:
Instruction
Library
Student services
Public service

Total Program Expenses

Administrative and general
Auxiliary enterprises expenses

Total Expenses And Other Deductions

OTHER CHANGES IN NET ASSETS
(Loss) gain on disposal of assets

Changes In Net Assets

NET ASSETS
Beginning of year

End of year

2019
Without With
Donor Donor
Restrictions Restrictions Total
65,987,966 $ - $ 65,987,966
(20,697,460) - (20,697,460)
45,290,506 - 45,290,506
11,155,525 23,807 11,179,332
249,842 780,735 1,030,577
605,213 6,244,991 6,850,204
166,542 1,137,495 1,304,037
456,828 3,446,179 3,903,007
57,924,456 11,633,207 69,557,663
5,630,888 (5,630,888) -
673,935 (673,935) -
64,229,279 5,328,384 69,557,663
26,334,677 - 26,334,677
2,223,812 - 2,223,812
17,631,063 - 17,631,063
1,752,489 - 1,752,489
47,942,041 - 47,942,041
15,601,339 - 15,601,339
6,603,210 - 6,603,210
70,146,590 - 70,146,590
(8,383) - (8,383)
(5,925,694) 5,328,384 (597,310)
33,944,433 100,549,338 134,493,771
28.018.739 $ 105,877,722 $ 133.896.461




2018

$

$

Without With
Donor Donor
Restrictions Restrictions Total
59,032,257 $ - $ 59,032,257
(18,589,251) - (18,589,251)
40,443,006 - 40,443,006
9,956,344 34,168 9,990,512
239,680 800,890 1,040,570
605,678 5,150,091 5,755,769
133,617 1,343,179 1,476,796
537,653 5,653,020 6,190,673
51,915,978 12,981,348 64,897,326
6,402,529 (6,402,529) -
230,137 (230,137) -
58,548,644 6,348,682 64,897,326
24,625,573 - 24,625,573
2,176,557 - 2,176,557
17,142,879 - 17,142,879
1,402,175 - 1,402,175
45,347,184 - 45,347,184
13,618,561 - 13,618,561
6,224,392 - 6,224,392
65,190,137 - 65,190,137
1,748,480 - 1,748,480
(4,893,013) 6,348,682 1,455,669
38,837,446 94,200,656 133,038,102
33,944,433 $ 100,549,338 $ 134.493.771

See notes to consolidated financial statements.



CHATHAM UNIVERSITY

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Changes in net assets

$

Adjustments to reconcile changes in net assets
to net cash used in operating activities:

Depreciation and amortization
Loss (gain) on disposal of land, buildings and equipment
Net unrealized and realized gains on investments
Change in value of assets held in trust by others
Contributions restricted for long-term investments
Change in allowance for doubtful accounts

Changes in assets and liabilities:

Student accounts receivable
Contributions receivable
Other receivables

Prepaid expenses and other assets
Deferred compensation deposits
Accounts payable, accrued liabilities and other
Student deposits and deferred revenues
Net Cash Used In Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Construction or acquisition of land, buildings and
equipment, net of construction payables
Proceeds from sale of land, buildings and equipment
Proceeds from sale of investments

Purchase of investments

Loans made to students and others, net
Repayments of loans by students and others
Net Cash Provided By Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contributions restricted for long-term investment

Payments on long-term debt
Proceeds from lines of credit
Payments on lines of credit

Payments on capital lease obligations
Net Cash Used In Financing Activities

Net Decrease In Cash And Cash Equivalents

CASH AND CASH EQUIVALENTS

Beginning of year

End of year

$

2019 2018
(597,310) $ 1,455,669
7472214 6,830,609
8,383 (1,748,480)
(3,819,876)  (6,053,148)
(69,093) (137,525)
(8,352,495)  (6,817,691)
109,407 (56,708)
237,194 75,974
(997,781)  (1,473,004)
575,824 (99,708)
(167,979) 193,144
43,891 (23,815)
1,523,041 (354,419)
(1,695,817) 724,609
(5,730,397)  (7,484,493)
(2,829,713)  (1,233,430)
32,448 2,073,000
68,196,669 13,228,493
(58,611,903)  (4,071,636)
- (79,747)
94,244 114,595
6,881,745 10,031,275
1,435,654 912,351
(2,381,598)  (2,486,140)
1,945,607 1,857,461
(1,906,269)  (1,746,789)
(1,716,093)  (1,373,787)
(2,622,699)  (2,836,904)
(1,471,351) (290,122)
5,523,404 5,813,526
4,052,053 $_ 5.523.404




2019 2018

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for interest $ 3,101,611 $ 2.880.434
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES

Capital lease obligations incurred for purchases of equipment $_ 1,580,500 $ __ 3,140,657

Construction payables outstanding for construction in progress $ 167,200 $ 38,000

See notes to consolidated financial statements.



CHATHAM UNIVERSITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30,2019 AND 2018

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Chatham University is a nonprofit educational institution organized under the laws of Pennsylvania.

On October 1, 2013, Chatham University established Chatham Investments LL.C as a wholly owned
subsidiary. Chatham Investments LLC previously contributed capital for a 1% ownership interest in two joint ventures,
Eden Hall Solar, LLC and Common Orchard South Solar, LLC. The joint ventures are responsible to invest, construct,
operate and manage renewable energy systems and other sustainable property at the Eden Hall Campus.

In addition, Chatham University executed a lease agreement with both of the joint ventures. Eden Hall
Solar, LLC will lease University property to install an electricity grid-connected photovoltaic power plant, which
will be located on the Eden Hall Campus. The term of the lease expires on January 1, 2020 with annual rent
payments of $1.00. Common Orchard South Solar, LLC will lease Chatham University property to install a
photovoltaic and thermal power plant, which will be located on the Eden Hall Campus. The term of the lease
expires on September 1, 2021 with annual rent payments of $1.00.

Finally, Chatham University executed a power purchase agreement with both of the joint ventures.
Chatham University agreed to purchase all actual net electrical energy generated by the power plant constructed
with Eden Hall Solar, LLC for a term commencing October 1, 2013 and expiring December 31, 2019. Chatham
University agreed to purchase all actual net electrical energy generated by the power plant constructed with
Common Orchard South Solar, LLC for a term commencing March 6, 2015 and expiring September 1, 2021.
There are no minimum purchase commitments within the power purchase agreement.

The consolidated financial statements include the financial position and results of operations of Chatham
University and Chatham Investments LLC (collectively referred to as the University). All material intercompany
transactions have been eliminated in consolidation. At June 30, 2019 and 2018, the University has an outstanding
receivable of approximately $328,000 due from Eden Hall Solar, LLC, and an outstanding receivable of
approximately $532,000 at June 30, 2019 and 2018 due from Common Orchard South Solar, LLC. These
amounts are included in other receivables in the accompanying consolidated statements of financial position and
are expected to be collected by January 1, 2020.

A summary of significant accounting policies consistently applied by management in the preparation of
the accompanying consolidated financial statements follows:

Basis of Accounting - The consolidated financial statements of the University are prepared using the
accrual method of accounting in accordance with accounting principles generally accepted in the United States of
America (U.S. GAAP).

Use of Estimates - The preparation of consolidated financial statements in conformity with U.S. 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 consolidated financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Change in Presentation of Consolidated Financial Statements - In August 2016, the Financial Accounting
Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2016-14 Not-for-Profit Entities (Topic
958) - Presentation of Financial Statements of Not-for-Profit Entities (ASU 2016-14), which addresses the
complexity and understandability of net asset classification, deficiencies in information about liquidity and
availability of resources, and the lack of consistency in the type of information provided about expenses and
investment return. The University has adjusted the presentation of these statements accordingly. ASU 2016-14
has been applied retrospectively to all periods presented.



CHATHAM UNIVERSITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30,2019 AND 2018

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A recap of the net asset reclassifications recorded by the adoption of ASU 2016-14 as of June 30, 2018
follows:

Without With
Donor Donor Total Net
Restrictions Restrictions Assets
As previously presented:

Unrestricted

Board-designated $ 9,167,539 § - $ 9,167,539

Unrestricted and undesignated 24,776,894 - 24,776,894
Temporarily restricted - 38,416,698 38,416,698
Permanently restricted - 62,132,640 62,132,640

Net assets previously presented $ 33944433 § 100,549,338 $§ 134,493,771

With the adoption of ASU 2016-14, some reclassifications were made between expense categories. These
reclassifications have no impact on previously reported net assets and changes in net assets.

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

Net Assets Without Donor Restrictions - Net assets that are not subject to donor-imposed
stipulations, including contractual obligations imposed by federal, state and local governmental
agencies.

Net Assets With Donor Restrictions - Net assets that are subject to donor-imposed or legal
restrictions that may or will be met either by actions of the University and/or passage of time or
may be maintained permanently by the University. Generally, the donors of these assets permit
the University to use all or part of the income earned on related investments for general or
specific purposes.

Revenue Recognition - The University’s revenue streams consist primarily of student tuition and fees,
room and board, and rental income. On July 1, 2018, the University adopted Accounting Standards Codification
(Codification) Topic 606, using the cumulative impact transition method applied to those contracts that were not
completed as of June 30, 2018, which recognizes the cumulative effect of initially applying Topic 606 as an
adjustment to the opening balance of net assets without donor restrictions. The initial application of Topic 606
was applied to all contracts at the date of initial application. The adoption of Topic 606 did not materially affect
the University’s consolidated statements of activities and changes in net assets, financial position or cash flows.
Accordingly, no adjustment was recorded to net assets without donor restrictions as of July 1, 2018. Under
Codification Topic 606, revenue is recognized in accordance with a five-step model, which includes: identifying
the contracts with customers; identifying the separate performance obligations; determining the transaction price;
allocating the transaction price to the separate performance obligations; and recognizing revenue when each
performance obligation is satisfied.

Revenue reported on the statements of changes in net assets that were derived from contracts with
customers include net tuition and fees, room and board, and rental income. Other sources of revenue from
contracts with customers include book store and day camps. Revenues from government grants, private gifts and
grants, investment income, endowment income, net realized and unrealized gains on operating and endowment
investments are not derived from contracts with customers.

9



CHATHAM UNIVERSITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30,2019 AND 2018

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The provisions of Topic 606 are applied by the University on an individual-contract-with-a-customer
basis. As a practical expedient, the University applies this Topic to a portfolio of contracts with similar
characteristics for the tuition and fees and room and board revenue streams. The University expects that the
effects of applying this guidance to the portfolios would not significantly differ from applying the guidance to the
individual contracts within the portfolio.

Tuition and fees revenue is presented separately on the consolidated statements of activities and changes
in net assets under its own caption and is derived from delivering academic programs to students. The University
further disaggregates tuition and fees revenue between undergraduate and graduate students. Undergraduate
tuition and fees revenue was $38,895,262 and $33,627,559 at June 30, 2019 and 2018, respectively. Graduate
tuition and fees revenue was $27,092,704 and $25,404,698 at June 30, 2019 and 2018, respectively. Tuition and
fees revenue is recognized over time as the academic programs are delivered to students, because the students
simultaneously receive and consume the benefits provided by the University. Scholarships and other student aid
reduce the amount of revenue recognized. At the beginning of each academic term, there is a two-week period in
which students may adjust their course load or withdraw completely. Refunds issued to students reduce the
amount of revenue recognized and are recorded as refunds occur and become known. Payments for tuition and
fees are due approximately one week prior to the start of the academic term. Payments for academic programs
that extend past June 30, 2019 and 2018, respectively, are recognized over time and are included in deferred
revenue on the consolidated statements of financial position as of June 30, 2019 and 2018.

Room and board revenue is presented on the consolidated statements of activities and changes in net
assets under the auxiliary enterprises revenues and is derived from providing on-campus lodging and meal plans
to students enrolled in academic programs. Room and board revenue is recognized over time as the lodging
services and meal plans are delivered to enrolled students, because the students simultaneously receive and
consume the benefits provided by the University. Payments for room and board that extend past June 30, 2019
and 2018, respectively, are recognized over time and are included in deferred revenue on the statement of
financial position at June 30, 2019 and 2018.

Receivables from students, which include amounts derived from tuition and fees and room and board, are
presented separately on the consolidated statements of financial position less an allowance for doubtful accounts
assessed on a portfolio basis.

Contract liabilities consist of student and day camp deposits and deferred revenue. Student and day camp
deposits consist of approximately $1,574,000 and $1,596,000 related to advanced deposits by students as of June
30, 2019 and 2018, respectively. The caption deferred revenue on the consolidated statements of financial
position consists primarily of tuition of approximately $2,960,000 and $4,634,000 as of June 30. 2019 and 2018,
respectively.

At June 30, 2019 and 2018, the remaining performance obligations are the delivery of academic programs
under the tuition and fees revenue stream, and the delivery of lodging and meal plans under the room and board
revenue stream. The University applies the practical expedient in FASB ASC 606-10-50-14 and therefore, does
not disclose further information about remaining performance obligations that have original expected durations of
one year or less. Additionally, there was no revenue recognized during the years ended June 30, 2019 or 2018,
respectively, from performance obligations that were satisfied or partially satisfied in prior periods.

The timing and the satisfaction of performance obligations were determined through careful analysis
when the goods or services were transferred to, and controlled by customers. Most performance obligations are
satisfied over time as customers simultaneously receive and consume the benefits provided by the University.
Performance obligations that are recognized over time generally use a pro-rata time-based output method, which
the University believes faithfully depicts the transfer of goods and services to the customers. The transaction
price is determined through Board of Trustee approval of tuition and room and board budgets.

10



CHATHAM UNIVERSITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30,2019 AND 2018

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 are reported as increases or decreases in net assets
without donor restrictions unless their use is restricted by explicit donor stipulations or by law.

Expiration of Donor-Imposed Restrictions - The University follows the policy of reporting donor-imposed
restricted contributions and endowment income whose restrictions are met in the same fiscal year as received as
support with donor restrictions and then released. It is also the University’s policy to account for donated long-
lived assets, and those acquired with gifts of cash restricted for such acquisitions, as assets without donor
restrictions when placed in service. Expirations of net assets with donor restrictions are reported as
reclassifications to net assets without donor restrictions.

Cash and Cash Equivalents - For purposes of the consolidated statements of cash flows, the University
considers all cash balances and short-term highly liquid investments with original maturities of three months or
less to be cash equivalents. The University maintains at various financial institutions, cash and cash equivalents
that may exceed federally insured amounts at times.

Student Accounts Receivable - Student accounts receivable are reported at their outstanding principal
balance adjusted for any charge-offs and net of the allowance for doubtful accounts. Management’s periodic
evaluation of the adequacy of the allowance is based on the University’s experience, adverse conditions that
might affect the borrower’s ability to pay, and current economic conditions.

Contributions Receivable - Contributions receivable are recorded as revenue when an unconditional
promise to give is received. These amounts, less an appropriate allowance for uncollectible amounts, are recorded
at their estimated fair value as determined by the present value of estimated future cash flows. The discount on
these amounts is computed using an appropriate discount rate commensurate with the risks involved. The
discount rate used in 2019 and 2018 for new contributions was 4.00%. Amortization of the discount is included
in contribution revenue, in accordance with donor-imposed restrictions, if any. Conditional promises to give are
recognized as income when the conditions are substantially met. An allowance for uncollectible contributions
receivable is provided based upon management’s judgment, including such factors as past collection experience,
missed payments or modification of payment terms, and creditworthiness of the donor.

Loans to Students - Loans to students under the Federal Perkins Loan Program are reported at their
outstanding principal adjusted for any charge-offs and net of the allowance for loan losses. The availability of
funds for loans under the Federal Perkins Loans Program is dependent on reimbursement to the pool from
repayments on outstanding loans. The University recognizes interest, delinquency charges and other fees when
earned and collectability is reasonably assured. Outstanding loans canceled under the program result in a
reduction of the funds available for future loans and a decrease in the liability due to the government. The
allowance for loan losses is increased by charges and decreased by charge-offs (net of recoveries). The
University’s periodic evaluation of the adequacy of the allowance is based on the University’s loan loss
experience, adverse situations that might affect the borrower’s ability to repay, and current economic conditions.

Loan balances are written-off when they are deemed to be permanently uncollectible. Amounts past due
as of June 30, 2019 and 2018 approximated $212,000 and $205,000, respectively.

Investments - Investments in equity securities with readily determinable fair values and all investments in
debt securities are reported at fair value, with realized and unrealized gains and losses included in the consolidated
statements of activities. Investments received by gift are recorded at fair value on the date of donation.
Investment securities, in general, are exposed to various risks such as interest rate, credit and overall market
volatility. Due to the level of risk associated with certain investment securities, changes in values of investment
securities will occur in the near term, and it is reasonably possible that such changes could materially affect the
amounts reported in the consolidated statements of financial position.

11



CHATHAM UNIVERSITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30,2019 AND 2018

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments for which there is not an actively traded market are valued at fair value as estimated by
management. In estimating fair value, management takes into consideration valuations reported to the University by
the investment partnerships, the nature of the investments, current market conditions and other factors that the
University considers relevant. The University’s interests in limited partnerships such as private equity, hedge funds
and real estate funds are generally reported at the University’s ownership interests’ net asset value (NAV) in the
funds reported by the fund managers, unless it is probable that all or a portion of the investment will be sold for an
amount different from the estimated fair value. As of June 30, 2019 and 2018, the University had no plans to sell
investments at amounts different from the estimated fair value of investments in limited partnerships. Because of
inherent uncertainty of valuation in the absence of readily ascertainable market values, the estimated values of those
investments may differ from the values that would have been used had a ready market existed for such investments
or if the investments were realized, and the differences could be material. Such investments are, by their nature,
generally considered to be long-term investments and are not intended to be liquidated on a short-term basis.

Interest and dividends from investments are included in investment income and are recognized when
earned. Realized gains and losses on the sale of securities are recognized using the specific identification method
at the time of the sale or redemption.

Assets Held in Trust by Others - The University has certain assets that consist of charitable gift annuities
and unitrusts in the form of trusts held by a third party. For annuities and unitrusts, assets are invested and
payments are made in accordance with the respective agreements. Revenue is recognized at the date the
agreement is established, net of the liability for the present value of the estimated future payments.

For trusts held by a third party, the University has the irrevocable right, under the terms of the trust, to
receive the income earned on the trust assets held in perpetuity, but never receives the assets held in the trust. Assets
are recorded at the fair value unless facts indicate that the fair value of the beneficial interest differs from the fair
value of the assets contributed. Contribution revenue for the perpetual trusts held by third parties is 