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Meet the speaker

= Lance Mann, CPA, CFE, CGMA

» Assurance Director at Dean
Dorton

= Over 15 years of experience

= |ndustries include colleges and
universities, healthcare
organizations, nonprofits, and
many more
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Objectives

1.
2.

Understand Financial Responsibility Rules

Major changes

Supplemental Schedule
Debt

Leases

Expenses and losses

Revenue and gains

How to prepare Financial Responsibility Supplemental Schedule (FRSS) and non-GAAP items

Auditor perspective and expectations on FRSS and non-GAAP items in notes to the financial
statements

UG audit package recommendations

Issues identified to date
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Title IV Financial Responsibility Standards

= Must demonstrate financial health to participate in Title IV
— Intended to guard against precipitous closure
— Ensure adequate resources to provide education

» Three key ratios are calculated, weighted, and combined
iInto a “composite score”

= Cover NFP (and proprietary institutions) with distinct
definitions and formulas for each

Public institutions are exempt
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Key ratios

Primary
Reserve

= Measures if = Captures = Provi irect .
institution has institution’s mgasclljerz ifd Three Ratios:
financial overall PN One
resources to capitalization Institution’s _
support its structure “profitability” Composite
mission

= [Evaluates . gﬂrﬁgﬁ%e(;‘ total Y EeEsEee Score
whether financial resources college’s ?‘b'_“tY to
reserves are financed by operate within its
sufficient to meet contributions or means
current and future accumulated
operating

commitments
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Financial responsibility pressures for change

Concerns over Changes to

FASB
Standards

how debt is
used in calc

\ Financial /

Responsibility
Standards
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Financial reporting & accounting considerations

« Zone alternative (1.0 - 1.4) Fail -1to0 .9
— Special disbursement one 10to0 1.4

requirements 5 B 1030
— Enhanced monitoring by ED ass .0 10 O.

— May remain “in the zone” for

up to three years Letter of credit for 50% of
prior year Title IV funds

= Failing (below 1.0)

— Provisional certification =

— Must provide ED letter of Financially responsible
credit for at least 10% of

prior year Title IV funds DEAN DORTON\ |




Primary Reserve Ratio
40%
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Numerator: Expendable net assets

+ Net assets without donor restrictions

+ Net assets with donor restrictions

- Net assets with donor restrictions: restricted in perpetuity *

— Annuities, term endowments and life income funds with donor restrictions **
- Intangible assets

- Net property, plant and equipment ***

+ All debt obtained for long term purposes, not to exceed total net property,
plant, and equipment ****

+ Post-employment and defined benefit pension liabilities

DEANDORTON\ |

— Unsecured related party receivables *****



Clarification of terms

* The amount of net assets with donor restrictions restricted in perpetuity should be disclosed in a note to the financial
statements or indicated on the Statement of Financial Position as a part of “Net assets with donor restrictions.

** Annuities, term endowments, and life income funds with donor restrictions are subtracted and must be separately
disclosed and cross-referenced to the supplemental schedule.

*** The value of property, plant, and equipment includes construction in progress and lease right-of-use assets and is net
of accumulated depreciation/amortization.

**** All debt obtained for long-term purposes, not to exceed net property, plant, and equipment, includes lease liabilities for
lease right-of-use assets and the short-term portion of the debt, up to the amount of net property, plant, and equipment
and short-term lines of credit and notes-payable used for construction in progress, not to exceed total construction in
progress.

There are pre-implementation and post-implementation requirements for all debt obtained for long-term purposes.

Institutions must disclosure the debt issue and terms. If an institution wishes to include short-term lines of credit or notes
payable for construction in progress, the institution must include a disclosure in notes to the financial statements.

*** Unsecured related party receivables would be based on related party disclosures required by FASB (Topic 850)
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Denominator: Total expenses and losses

+ Total expenses without donor restrictions
+ Total losses without donor restrictions

- Losses without donor restrictions on investments, post-employment and defined
benefit pension plans

AND the formula in the regulation says:

| 1 s Restrctaons -~ All expemses and losse without donor restrictions
{rmm:hntmmluf’mnmhrmhmmmmmmmmnm post-cmmployment and defmod benefi perwaon
plams and ansuitics, (For instititsons that have defined benefit pemsion and othir posi-cmployment plans, total exponses mclude the

momservice camponenl of nel peridic pension and other post-ceployment plan cxpemes, and e expenses wall be chissalied a8 pon-
aperating. Comsoquently, such expenses will be labelod non-operating or included wath “other changes -nonoperating changes — in nel
assets without donor restnictions” when the Statement of Actnities imchudes an operatmg measure).

Department of ED staff have told NACUBO this is a mistake

= Charitable gift annuities are not discussed in preamble

= eZ Audit does not exclude this loss
DEANDORTON\ |



Net Income Ratio
20%
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Net Income Ratio explained

Numerator:
Change in net assets without donor restrictions
This amount is taken directly from the SOA

Denominator:
+ Total revenue without donor restrictions

+ Total gains without donor restrictions
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Net Income Ratio explained (Denominator)

= Denominator is the total revenue and gains without
donor restrictions

= Concerning investment gains without donor
restrictions:

Institutions that separately report investment spending as operating
revenue (e.g., spending from funds functioning as endowment) and

remaining net investment return as a non-operating item, will need
to aggregate these two amounts to determine if there is a net

Investment gain or a net investment loss.
DEANDORTON\ |




Funds functioning as an endowment

Net investment gain: (add to revenue in Net investment loss: (no impact to net
the net income ratio denominator) income ratio or primary reserve ratio)*
Operating section of the SOA: Operating section of the SOA:
Amount appropriated for spending 1,000 Amount appropriated for spending 1,000
Nonoperating section of the SOA: Nonoperating section of the SOA:
Net investment return 2,000 Net investment return (2,000)
Net investment gain 3,000 Net investment gain (1,000)

*Net investment loss captured in eZ-Audit template
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Equity Ratio
40%
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Equity ratio explained

Numerator:

-4

Net assets without
donor restrictions

Net assets with
donor restrictions

Intangible assets

Unsecured related
party receivables

Denominator:

-4

Total assets
Intangible assets

Unsecured related
party receivables
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Major financial responsibility changes

= Supplemental Schedule in Audited Financials
= Debt obtained for long-term purposes

» Leases

= Property Plant and Equipment

 EXxpenses and Losses

= Revenues and Gains

= New eZ-Audit Template
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Supplemental schedule, F/S Reference, and eZ-Audit

&

A supplemental Must include all of Each item in the The supplemental
schedule must be the financial supplemental schedule is a
submitted as part of  elements required schedule must source for input into
the required to compute the have a reference to el A_udl_t system.
audited financial composite score NS SEEME. ©F Institutions can
financial position, design their
statements statement of supplemental
submission activities, schedule schedule to cross
(includes auditor of natural to walk directly to eZ
opinion) functional Audit

expenses, or note
to the financial

statements DORTON



Pre and post implementation rules

= Debt obtained for long-term purposes (DOLP)

= Pre-implementation DOLP

— The ending balance of debt reflected in the institution’s
previously accepted audited financial statements up to the
total amount of property, plant, and equipment (PP&E) in
those audited financial statements

— Reduced by activity that occurred after the date of the
audited financial statements
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Pre and post implementation rules

= Post-implementation debt

— Any debt that the institution acquires in the fiscal year it implements the
requirements of the regulations, and any debt in future years, is post-
Implementation debt

— Post-implementation debt must be reduced by any payments or other reductions
as well

= To be considered DOLP — must be used for the acquisition or
development of PP&E, capital leases, or ROU assets

= The value of post-implementation debt that may be included in adjusted
equity or expendable net assets cannot be greater than the value of the
post-implementation PP&E for which the debt was used to purchase

DEANDORTON\ |



Other long-term debt considerations

Refinancing: P 49873 of Regulation

refinancing or renegotiated debt cannot
increase the amount of debt associated
with previously purchased PP&E. No
pre-implementation debt required to be
disclosed can increase. For each debt to
be considered for the composite score,
the individual debts must be disclosed
as described below.

The Department is revising the
reporting on long-term debt to require
that an institution must, in a note to its
financial statements, clearly identify for
each debt to be considered in the
composite score for pre- and post-
implementation long-term debt and
PP&E net of depreciation or
amortization and the amount of CIP and

the related debt.
An institution must also disclose in a

note to its financial statements, for each
pre- and post-implementation debt, the
terms of its notes and lines of credit that
include the beginning balance, actual
pavments and repayment schedules,
endmg balance, and any other changes
in its debt including lines of credit.

DEANDORTON\



Debt considerations

= Refinancing

=  Scenario #1: Is pre-implementation debt related to the purchase of PP&E
still considered qualified debt if it is refinanced by post-implementation debt?

= To the extent that the refinanced debt has not increased, the debt may be
iIncluded in adjusted equity or expendable net assets as pre-implementation
debt up to the value of pre-implementation PP&E, if:
— ltis not a credit facility
— lItis an arms length transaction
— ltis not a related party debt

DEANDORTON\ |



Debt considerations

Debt issuance costs

Refinancing Scenario #2

— What if the refinanced amount does increase the amount of the debt (and is not a
credit facility, is an arms-length-transaction, and is not a related party debt.)

— If existing qualified debt is refinanced and the new proceeds exceed the balance of the
previous qualified debt, the refinanced debt is no longer considered to be qualified debt
as it was related to the original purchase of PP&E

Credit Facilities
PPP Loans
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Credit facility considerations

= Assumptions
— Pre-implementation: $40M of credit facility debt

— Year of implementation: Made a $20M payment in first month of the fiscal year;
borrowed $30M in the last month of the fiscal year (of which $15M was for PP&E)

Credit Facility Debt

Pre-Implementation  Year of Implementation (PP&E) Year of Implementation (WC)

$40,000,000 $15,000,000 $15,000,000

Application of payment ($20,000,000) $0
Ending Balance $20,000,000 $15,000,000 $15,000,000
Not included

Included as an adjustment

to expendable net assets DEANDO RTON\ |



Credit facility considerations

= Assumptions

— Start with ending balances from previous slide
— Year of implementation: Made a payment of $36M

Credit Facility Debt

Pre-Implementation  Year of Implementation (PP&E) Year of Implementation (WC)

$20,000,000 $15,000,000 $15,000,000

Application of payment ($20,000,000) ($15,000,000) ($1,000,000)
Ending Balance $0 $0 $14,000,000

Not included
Included in expendable net assets



Capital leases

Capital lease Assets

— Balance per last eZ-Audit filing (before July 1, 2020 regulatory change)
— Less amortization during the fiscal year

Capital Lease Liabilities

— Balance per last eZ-Audit filing (before July 1, 2020 regulatory change)
— Less payment reductions during the fiscal year

Above assets and liabilities =

— Pre-implementation PP&E
— Pre-implementation DOLP

New capital leases entered into in FY20

— Assets can be included with post-implementation PP&E

— Related liabilities can be included with post-implementation DOLP
DEANDORTON\ |



FASB ASU 2016-02

» Right-of-Use Assets and Liabilities

— All debt obtained for long-term purposes, not to exceed net
property, plant, and equipment, includes lease liabilities for
lease right-of-use assets and the short-term portion of the
debt, up to the amount of net property, plant, and
equipment and short-term lines of credit and notes-payable
used for construction in progress, not to exceed total
construction in progress

DEANDORTON\ |



FASB ASU 2016-02

= Approximately 10% of institutions implemented ASU 2016-02 in FY20

= ROU assets and related liabilities

— FYZ20: Post-implementation PP&E
— FYZ20: Post-implementation DOLP

= But: Can be included on the post-implementation lease ROU asset line
and post-implementation ROU liability line (FRSS and eZ-Audit)

— FEasier to track and report

DEANDORTON\ |



Right-of-Use assets and liabilities transition election

= December 15, 2018

= Also referred to a “Grandfathering” operating leases
= Reason: can negatively impact the Equity Ratio

= Transition Election is not reversible

= Supplemental Schedule

— Pre-implementation ROU asset
— Post implementation ROU liability

= eZ-Audit
— Pre-implementation ROU asset
— Post implementation ROU liability

DEANDORTON\ |



Lease grandfathering considerations

Assumptions {00D's)
Operating leases 30,000 From FY1S Financials Thlngs to thlnk about
Leases entered into prior to December 15, 2018 29,350 Grandfathered leases, pre-implementation HOW eaSy |S |t tO determme the Ieases entered
Leases entered into after December 15, 2018 150 into after 12/15/187?
Cperating leases as of June 30, 2019 20,000 .
S Do you have a way to track them going
forward?
Pre and Post Rollforward What effect is it really having on the
Leass Asset, pre-implementation for leases 29,850 FY19 2 p)
Current year activity [3,000) CaICU|at|On : . . .
Lease Asset, pre-implementation for leases 26,850 FY20 What are the aUd|t0rS gO|ng to reCIUIre?
What is senior leadership perspective on the
Leasa Assat, post-implamentation for laases 150 FY15 . )
Mew Leasas FY20 450 adOptlon -
Leasa Assat, post-implamentation for leases 600 FY2o
Strength
Strength  Factor Weighted
Institution does not chose to Grandfather Result Factor Score Waeight Score
Equity Ratio MNet Assets 550,000 0.3521 G.0 21135 D.4000 0.35

Total Assets 1,561,850

Institution choses to Grandfather

Eguity Ratic Met Aszets 550,000 0.2582 &.0 2.14530 0. 4000 036
Total Assets 1,535 600

Effect on numerator of primary reserve ratio should be minimal as asset is being added in PPE and liability being subtracted in debt
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PP&E

Need to know pre-and post-
Implementation PPE

PP&E includes construction
INn progress

This is not a GAAP
requirement —but will need
to consider in your footnotes

Property. plant and equipment, net (mcludes Construction in
progress)

Property. plant and equipment pre-implementation

Property. plant and equipment post-implementation with
outstanding debt for original purchase

Property. plant and equipment post-implementation without

outstanding debt for original purchase

DEANDORTON\ |



PP&E

=  What is pre-implementation vs. post-implementation?

— PP&E balance on your fiscal-year ending in 2019 audited financial statements is the pre-
implementation amount

=  What do you need to track now
— How much new PP&E did we add since the first day of FY 2020
— Of that amount, how much was acquired with debt vs. no debt

— These amounts will need to be tracked separately going forward — including
depreciation

DEANDORTON\ |



PP&E

" Example dlSCIOSU re — NGTEBTDj:;;JZAﬁgII.ﬁLfg‘EATEMEHTS

could be built into '
yo u r eX| Stl n g P P & E NOTE X - UNITED STATES DEPARTMENT OF EDUCATION SUPPLEMENTAL DISCLOSURES

The Department of Education issued regulations on September 23, 2018, which became affective July 1. 2020.

foot n Ote O r a regarding .;d;m#::ﬁ}lrﬂ deemed necessary to calculate certain ratios for determining sufficient financial
separate note that is —

1. A e S wiTh Q0N or resancons 1067 635

only in the version of T ——

2. Fre-implementzion property, plan and sqguipment. [FF&E, nal)
& Ending batance oflastfinancisl statements submifed to he Deparment of Education (June 30, 2018) E7B12 180

your financial o et v bt e

€ Property, pant and equipment pfe-imglementaiion H3MH1IT

State I I I e n tS th at 1 Praperiy, plani and equipmenl pasl-implemenabon with culstanding debt fer original purchaze

. 4 Propey, pland and squipmant poslmalemanabion withoul outstarising ool Tid anginl s Ess 1500 007
I n CI u d eS th e D O E £ Constuchion n progress acquired subsequent io Juna 30, 2019 500 922
Su pplemental 9. Tekal propsy plant, and equipment, nel-June 30, 2020 56.541.000

schedule
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Expenses and Losses
Revenues and Gains
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Ratios impacted

Primary Reserve Ratio =
Expendable net assets/Expenses
and Losses

Expenses and Losses:

+ Total expenses without donor
restrictions

+ Total losses without donor
restrictions

- Losses without donor
restrictions on investments,
post-employment and defined
benefit pension plans

Net Income Ratio = [without
donor restrictions]

Change in net assets/Total
revenue + Total Gains

Revenue and Gains:
Taken from the SOA

To correctly capture all gains:

— Aggregate endowment spending
AND endowment net return
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Conceptual treatment of “gains” and “losses”

Statement of Activities — Without Donor Restrictions —

Selected Nonoperating Items If a Debit Balance If a Credit Balance

*Investment return (aggregate operating and non-operating

P : Include in Revenue
components to determine if it is a net gain or net loss)

*Nonservice component of net periodic pension/post-employment

. Include in Expense Include in Revenue
(non-operating)

*Pension-related changes other than net periodic pension and

post-employment benefit costs (typically non-operating) Include in Revenue

*Change in value of annuity agreements (typically in non-
operating)

Change in value of interest rate swap agreements (non-operating) Include in Expense Include in Revenue

Include in Revenue

DEANDORTON\ |



Gains and losses in the ratio formulas

Stater_ne_nt 2GRN OS5 LMo Ponor If a Debit Balance | If a Credit Balance Ratio Impacted
Restrictions Selected Nonoperating ltems

Investment return (operating plus nonoperating to
determine if a net gain or net loss)

Include in revenue Net income ratio

Nonservice component of net periodic Primary reserve ratio (expense)

: : Include in expense Include in revenue : :
pension/post-employment (nonoperating) P Net income ratio (revenue)
Pension-related changes other than net periodic , : :

: : Include in revenue Net income ratio
pension and post-employment benefit costs
Change in value of charitable gift annuities Include in expense Include in revenue Primary reserve ratio (expense)*
(typically in nonoperating) Net income ratio (revenue)
Change in value of interest rate swap agreements Include i Include i Primary reserve ratio (expense)
(nonoperating) nclude in expense nclude in revenue A Y e

Other nonoperating items : : Primary reserve ratio (expense)
Include in expense TGS FENLE Net income ratio (revenue)



More on gains and losses

] Investments:

|FFE: Amount appropriated for spending
|EFE: Net investment return

|Net investment gain or (loss)

] Defined benfit plan activity:
| MNet pericdic benefit cost other than service cost
|Changes other than net pericdic benefit costs

: Mon-operating gains (describe on the lines below):
|Gainl
|Gain 2

: Mon-operating losses {describe on the lines below):
Changes in value of split interest agreements
Other losses

TOTALS

3,250,000

3,500,000

6,750,000

(500,000}
2,700,000

1,000,000
2 000,000

(82,000)
(71,000)

Mon-Operating and

Mon-operating

MNet Investment Revenue and
losses Other Gains
- 6,750,000
(S, o0} -
- 2,700,000
- 1,000, 000
- 2,000,000
(82,000) -
(71,0:0:0) -
(653, 000) 12,450,000

25

31

i

EER

eZ-Audit Templates

Primary Reserve Ratio
Total Expenses and Losses

Total expenses without donor restrictions
Mon-operating and net investment loss

Other components of net periodic pension costs
Change in value of split interest agreements

Other losses

Met investment losses

Pension related changes ather than net pericdic costs

Met Income Ratio
Total Revenues and Gains

Total operating revenue and other additions (gains)
Investment return appropirated for spending
Mon-operating revenue and other gains

31,450,000
653,000
500,000

82,000
71,000

32,000,000
3,250,000
12 450,000
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More on gains and losses

Mon-Operating and  Mon-operating
Met Investment Rewenue and

losses Other Gains eZ-Audit Templates
] Inwestments:
|FFE: Amount apprepriated for spending 3,250,000 Primary Reserve Ratio
|EFE: Net investment return (4,000,000) Total Expenses and Losses
Met investment gain or (loss) (750,000) (750,000) - 28 Total expenses without donor restrictions 31,450,000
29 Mon-operating and net investment loss 4,103,000
Defined benfit plan activity: 30 Other components of net periodic pension costs 500,000
: Met periodic benefit cost other than service cost (500,000) (500,000) - 31 Change in value of split interest agreements 82,000
Changes other than net periodic benefit costs fl.?ﬂl],ﬂll]ll]? (2,700,000) - 32 Other losses 71,000
33 Netinvestment losses 750,000
Mon-operating gains [describe on the lines below): T 34 Pension related changes other than net periodic costs 2,700,000
|Gain 1 1,000,000 - 1,000,000
Gain 2 2,000,000 - 2,000,000 MNet Income Ratio
| Total Revenues and Gains
| Mon-operating losses (describe on the lines below): 42 Total operating revenue and other additions (gains) 32,000,000
- Changes in value of split interest agreements (82,000) (B2,000) - 43  Investment return appropirated for spending 3,250,000
:D'I:her losses (71,000) (71,000) - 44 Mon-operating revenue and other gains 3,000,000
TOTALS [4.105.000) 3.000.000
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Audit considerations

» Presentation Considerations
= Financial Statements and Reports
» Dating of Reports
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Where should the Financial Responsibility
Information be included?

Types of Financial Statements Things to consider

General Purpose or ‘Short-Form’
Financial Statements

Uniform Guidance Financial
Statements, submitted to Federal
Audit Clearinghouse

Third set of Financial Statement —
specifically for ED

Would need to include supplemental schedule and additional
non-GAAP detail

Will typical readers understand?

Will it ‘clutter’ the statements?

Timing considerations

Add supplemental schedule and pertinent financial
responsibility notes to the financial statements.

Single audit statements have previously been submitted to
ED with eZ-Audit filing

Available to the public

Too many sets of financials?
Additional costs?
Financial statement just for ED, not publicly available
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Example: F R Notes to the financial statements

Supplemental Disclosures — US Department of Education
Fiscal Year Ended June 30, 2020

Net Assets
1 Net assets with donor restrictions: restricted in perpetuity S 39,779,987

2 Other net assets with donor restrictions (not perpetually restricted):

a Annuities with donor restrictions S -
b Term endowments S 949,935
c. Life income funds (trusts) S 810,395
d Total annuities, term endowments and life income funds with

donor restrictions S 1,760,330

DEANDORTON\ |



Example

Property, Plant and Equipment, net
3  Pre-implementation property, plant and equipment, net (PP&E, net)
a Ending balance of last financial statements submitted to the
Department of Education (June 20, 2019 financial statement) $52,132,271
b less subsequent depreciation and disposals (2,132.279)
c. Balance Pre-implementation property, plant and equipment, net 49,999,997

4 Debt Financed Post-implementation property, plant and equipment, net
Long-lived assets acquired with debt subsequent to June 30, 2019:

a Equipment 450,000

b Land Improvements -

¢. Building -

d Total property, plant and equipment, net acquired with debt excee 450,000
5 Construction in progress - acquired subseguent to June 30, 2019 3,000,000

6 Post-implementation property, plant and equipment, net, acquired without debt:
a Long-lived assets acquired without use of debt subsequent to
June 30, 2019 2,150,020

7 Total Property, Plant and Equipment, net - June 30, 2020 5 55,600,012

DEANDORTON\ |




Example

12 Terms of current year debt and line of credit for CIP additions:

Maturity Nature of Capitalized Amount
Issue Date Date Amounts Capitalized
a Sep 25,2019 Sep 25, 2024 Equipment S 450,000

5 year term (from original maturity)

b Dec 15, 2019 Aug 31, 2020 Construction in Progress $3,000,000
9 month term

DEANDORTON\ |



Example

Lease right-of-use assets and liabilities

13 Lease right-of-use assets

Right of use assets as of balance sheet date June 20, 2020 S 1,453,158
14 Lease right-of-use assets - Pre-implementation

Right of use assets as of balance sheet date June 20, 2020 excluding

leases entered into before Dec 15, 2018 (grandfather option of leases not chosen) $ -
15 Lease right-of-use assets - Post-implementation

Right of use assets as of balance sheet date June 20, 2020 excluding 5 -

leases entered into on or after Dec 15, 2018
16 Lease right-of-use liability

Lease liabilities as of balance sheet dated June 20, 2020 S 1,565,848
17 Lease right-of-use liability - Pre-implementation

Lease liabilities as of balance sheet dated June 20, 2020 excluding

lzases entered into before Dec 15, 2018 (grandfathering of leases not chosen)| S -
18 Lease right-of-use liahility - Post-implementation

Lease liabilities as of balance sheet date June 20, 2020 excluding

leases entered into on or after Dec 15, 2018 S
Unszecured related party receivables
19 Secured and unsecured related party receivables S -
20 Unsecured related party receivables 5 -
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Reporting to DOE

=  Normally due to Federal Audit Clearinghouse and DOE’s eZ-Audit
system by 9-months after end of fiscal year

= This year, due to COVID-19 pandemic — deadline has been extended for
3 additional months

=  What “version” of your financial statements will you attach? Or...how
many versions will your auditor issue — 2, 3, or more”?

— General purpose (“short-form” or “basic financials™)

— Single Audit / Uniform Guidance — previously, this was commonly known as the
“long-form” (with or without DOE supplemental schedule?)

— Specialized for DOE (is this the only place your DOE supplemental schedule will
appear, and with or without Single Audit/Uniform Guidance reporting?)
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What will the supplemental schedule look like?

= Not one required or prescribed format
= Flexibility

= General recommendation — try to mirror the inputs into eZ-Audit, as this
could result in fewer questions or uncertainty from the DOE

= May need to add an additional footnote in the version of your financial
statements that includes the supplemental schedule

— Amounts in supplemental schedule need to be referenced back to the financial
statements and/or notes — NOT the notes to the supplemental schedule

=  \What have we seen so far?

— Some examples...
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Example 1 (5 pages)

Prim Reserve Ratio:
Expendable Met Assefs
Tatal Expense

Equity Ratio:
Modified Net Assals
Maodified Assets

Met Income Rafio;
Change in Met Assels Withoul Donor Restrictions
Total Revenues Without Donor Restnictions

Primary Reserve 0.5056

Equity 05054

Met Income {D.1106)
Composiie Score

See accompanying independent auditors’ repor.
See notes fo schedules of financial responsibility composite ratio scores

3.0000
3.0000
{(1.0000)

L]

L

79,059,823

156,362,386

144 967,860

0.5056

243 480774

{(15.566,600)

0.5854

140,795,786

40 %
40

{0.1106)

1.2000
1.2000
(0.2000)

22
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Example 1

Equpment

past-implementaton without keng ferm
redaied ot

Location in fimancial Finamci al element GAAP financial | Amcunt used
slatemaits of relatad Noles slatamen ling & ratio input
item or
dischesure

Prmaty Reserne Rafia: Expeadable Nef Aasels
Stab=merd o Financial Fosition | Mef ass=ts withoui donor resinctores 3123, 616 207 126,618 207
Statemerd ol Financial Position | Met assals wilh doness iestrictans 18,511 . 304 18 511,904
ot 14, Relawed Paies Ungecured related pany receivabls 181,851 161,851
Statemad o Financial position | Total land, buldings -and equipment,  |132 473,528

net [Incl e s consin chon n pgness |
Mode 5, Land Buildings, and Land, buildings and equipment, ret - 124,301 601
Equiip e nt e P el v N @ LIoN
Poda T, Land, Suildings, and Lard, Duidngs and equipmant. ret B
Ecispment prsi-impemientaion with olstanding

debt for odiginal purchose
Mote 5, Land. Buldings, and Lard, bukdngs ard aquipmant. ret 2,389 864
Eqjumpment posi-imyprenlEhon waliioul

oulstarding deb o oiginagl purclase
Mot 5, Lard. Bulldings, and CongTUCton in pragreas - EBETOT3
Equpment post-implementaton with kong ferm

redated dabi
Mode 5, Lard . Buildings, and Conaructon in pregreas - 1,.2300080

Location in financial Finamci al ele ment GAAF financial | Amcunt used
slatemants of related noles slatament lime | 36 ratio input
item cr
dischasure

Primary Resere Rafia: Expeadabile Net Aaseds
Statemerd of Financial Posibon | Nef assets withoud donor restnctore [3123,6168 207 126,618,207
Statemerd ol Finencial Position | Met assals wilth dones iestictans 18,511_304 18 511, 304
ote 146, Relawed Paries Ungecured related pany receivatle 181,851 161,651
Fatema ¢ Financial position | Total land, buldings and equipment, | 132 473,529

net [incl e s constry chon n pgress )
Mode 5, Land Buildings, and Land, buildngs and equipment, ret - 121,301 631
Equiiip e ng e P el e N A LoN
Minde 01, Land , Suildings, and Land, Duid nge and squipment. et B M7
Equspment prsi-imeren akon with oulstanding

debt for odiginal purchase
Mote 5, Land. Buldings, and Lard, bukdngs ard aquipmant. ret 2,359 84
Erpmpment posi-pmyperien labon waioul

oulstarsding e b fon original purclwse
Mode 5, Lard. Bulldings, and CongTucton in pragreas - E,06T 072
Equipment post-implementaton with long erm

redated dabl
Mode B, Lard . Suildings, and Conairuction in pregreas - 1230080

Loetrsa rigit-af-use detet, net

MA,

Lamsa nght-of-usn asat,
pre-impiemenkation

Equipmenk post-implementaton without kong ferm
redaied dabt
A Liksa Hgl'ﬂ af-lis el nel
Pl La@maa rghi-of-uss aasat, - :

pre-mpilementation
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Example 1

Changes in Niot Assots

restriciions — taken directy from
Shalemend ol Bcinibes ard Changesin
Met fssets

Lecation in finamcial Firarcial glerment GAAP financial | Amount used
atutare vty oF related motes atatemiant line | a% ratia (Apur
Itam ar
dizelosure
HA Pemst-implementation nght-af-use aszet | $-
liabilily
A Arnuities with donor restrictions - -
HA Temm endowmernts with donor - -
resirictions
HA& Lde income funds with donos -
resiricions
Statement of Financal Posiion | Met assets wiih donor resinchons: 13,707 432
resiricted in pemetuiny
Hote &, Mel Assels wilh Doreer | Mel assels wailh donon 10,043,332
Resinctions resinchions - resincled in perpetury
Hole &, Mel Assels wilh Doreer | Benelicial Inkerest in busle willh donce 3604, 000
Hesinchons restnchons
Primary Resorve Railo; Exponses and Losses
Sracemen of Activites amd Tokal expenses withou donor $165 3682 3e8 16E JE2 326

H& Mon-operabng amd net mvesiment -
[lo=5)
HA Met investiment lesses -
H& Pensionrelated changes other than |- -

ned perodi; costs

GaAF financial

Lecatizm in financial Firiarezial slemeamt Aomeovanid s
SLEsETRARlE o FE lEed Ackes sttt (ife | 8% fatio inge
ieam or
iz | aanirg
Equiny Ratle: Modified Nei A ssris
SlalemEnl of Fnancal Fosson | Mel msels sthoul dono resrictions | 5121618 207 123,618,207
Hlaterenl ol Brasool Fosdon | Med ossely sath dones pestnchbom THAT A BT 1M
[T Infangibls aenein
'mr: 16, FArsTied Paies e i ) BER0E 1 piTy ieasiinlse ' 161 651 #HT 5
Erpriny Radic: Mod deol dxsefs
Biawrwnl of Frasoal Posdon | Tolal aweets 5249 BL 435 21 BEY A5
P Lo T 01 L 3
- IS TR
L Fre-impdz meniotion rigit-oltuse aseai
Eakilivy
.M Infiancpble sty - -
Bicis 10, Aelaisd Farles Ureserured selaied parly reced albis fo1,051 #0465
Lecatian ifi finandal Financial slemsnt CAKP fisamzial | Amoun? whed
SLatements of related nele GLatement ling | a6 ravio ingen
itmm ar
el slpeiing
Mar income Rars
Enatement of Aoirties Crange in nel xzsels withowl donee | RIS, B2, 8000 1115 2450 S0
resinrhons
Enatarmenl of Al Tulal rerw nsa, g, and olfian 140 &0, 194 140,630, 108
support sihasul donos peskiclons
Eraterment of M oirases Unpoaliced keoses on imeestments, ned | (24,4100 A1
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Example 2

Ratio Element Statements andior Nofes  Elemant Amount
Primary Reserye Rato

Het assets without donor resimctions Slaement of Financial Position 5 83,186,932

et 3sE21E Wi OONOT MEETICIons Slasment of Financial Posion 115,453,450

Annuities Wil doNor resiNcions Mot applicabe -

TErm endJowMmEntE WM 0on0r rEsmcions Mot applicabe -

Life Income funds wih donor resirchons Mot applicabee -

SECUred and UnseCUned rEiasd party recelvabie Mot applicabe -

Ungecured redated party recalhabie Not applicabe -

Grant advance laolity Mote disciosure 17 3,668,200

and et COnSIrLChon in

Property, plant and eguipment pre-mplementaton Mote discicsurs 4 52 614,529

Proparty, [piant and SqUIPIMET POSH-MNEMEN3T0N WM outsianding Jebt Tor Original purchase Mot applicane -

Property, piant and equipment posH-mpiementaton winowt ousstanding mebt for onginal purchase hioie disciosure 13 3.471.085

Construction In progress acquired subsequent i June 30, 2019 Mok descicsurs 13 2,584 818
Lease righf-of-use asset. net

Lease right-of-Use aseel, pre-Impiementagion Mot applicabe -

Leass right-of-Use 3ssst, post-Impsemantation Mot applicabie -
Long-Iarm gepe - FOr [Ong IS DUTDCIEs

Long-erm debs - for long 1&fm purposes pre-iImpiementaton Mok desciosurs 13 16,089,118

Long-Erm debt - Tor long 18rm purposes posHmpEmentzmaon Mo JEsciceurs 13 2,796,573

Line of credit for construcion In progress Mot applicabe -
Lesse righf-of-use assa Sehlty

Pre-impiementalion rigiht-of-use asset 1abiny Staement of Financial Position -

Postimpiementanon right-of-use assat oIty -

Mote dsciosurs 9 103,050,556
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Example 2

Stement of Activiles 36,551,540
Total non-operaiing ipsses without donor resricions Mot applicabie -
Pension-reiaied changes ofher than net panodic costs Mot applicabie -
Met mesmmeant i0ss Mot applcabie -

Equity Ratie
Mocifed net sssets
MNet aseals Without aonor resincbions =iaement of Financial Position % 33, 196,502
Met aseets with donor resiricions Staement of Financial Position 116,453,450
IMEnglbe 3558ts Mot applcabie -
Secured and Unsecurad reated party recelvabies Mot applcabie -
Unsecured reldied pary recehabies Mot applicabe -
Grant advance |aplity Mote disciosurs 17 3,668,200
Modfed asseE
Total assets Staiement of Financial Position 236,094 542
LE35A NQIM-0r-LES SEEr DI Impiementanon MOt 3Dplcane -
Pre-impiementation right-of-use asset labily Mot applicabie -
IMEngite 355215 MOt aDpicate -
Secured and unsecurad relaed party recelvable Hot anplcabe -
Unsacured relaled pany recehvabie Not applicabe -
Nst Income Ratlo

Change In net assets witoul donor resiricions, ken directly from e audted fnancial
sIEmens Satement of Activilles 2035235
Total revenue (which Includes nat assets neleasad from restriction) and total gains without donor
resyicions Mok dsciosurs 18 38,567,175
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Thank you

Lance Mann, CPA, CFE, CGMA

Assurance Director
Imann@deandorton.com
902.566.1005
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