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Rea s associates

INDEPENDENT AUDITOR’S REPORT

Board of Directors

Northeast Ohio Medical University Foundation
4209 State Route 44

PO Box 95

Rootstown, Ohio 44272

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Northeast Ohio Medical University Foundation (the
Foundation), a component unit of Northeast Ohio Medical University, which comprise the statement of
financial position as of June 30, 2024, and the related statements of activities and changes in net assets,
functional expenses, and cash flows for the year then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Foundation as of June 30, 2024, and the changes in its net assets, functional expenses, and
its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the Foundation
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Emphasis of Matter

As described in Note 14 to the financial statements, net assets as of July 1, 2023 have been restated to
correct a misstatement. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

CPAs and business consultants
Www. reacpa.com
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In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Foundation's ability to continue
as a going concern for one year after the date that the financial statements are available to be issued.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we
» exercise professional judgment and maintain professional skepticism throughout the audit.

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

* obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Foundation's internal control. Accordingly, no such opinion is
expressed.

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

* conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Foundation'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.

Report on Summarized Comparative Information

We have previously audited the Foundation’s 2023 financial statements, and we expressed an unmodified
audit opinion on those financial statements in our report dated September 22, 2023. In our opinion, the
summarized comparative information presented herein as of and for the year ended June 30, 2023 is
consistent, in all material respects, with the audited financial statements from which it has been derived.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 25,
2024 on our consideration of the Foundation's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Foundation's internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
the Foundation's internal control over financial reporting and compliance.

Won Ylotocrates) Sc. .

Rea & Associates, Inc.
Independence, Ohio
September 25, 2024



NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)
STATEMENT OF FINANCIAL POSITION

June 30, 2024
(With Summarized Comparative Totals for 2023)

2024 2023
ASSETS
CURRENT ASSETS
Cash and equivalents $ 1,299,504 $ 165,296
Accounts receivable 6,306 -
Prepaid expenses 20,652 21,301
Student notes receivable, net (Note 8) 59,600 50,265
Pledges receivable, net (Note 4) 800,375 625,195
Total current assets 2,186,437 862,057
NONCURRENT ASSETS
Pledges receivable, net (Note 4) 5,030,966 5,474,301
Investments (Note 5 & 6) 38,614,281 28,591,054
Student notes receivable, net (Note 8) 420,782 567,600
Beneficial interest in trusts (Note 6 & 7) 80,606 77,503
Total long-term assets 44,146,635 34,710,458
Total assets $ 46,333,072 $ 35,572,515
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accrued liabilities $ 30,933 $ 7,235
Related party payable (Note 13) 1,040,329 459,826
Accrued compensated absences 20,836 10,183
Annuity obligations (Note 9) 18,228 45,837
Deposits held in custody for others 59,414 75,345
Total current liabilities 1,169,740 598,426
NONCURRENT LIABILITIES
Annuity obligations (Note 9) 61,887 35,459
Total liabilities 1,231,627 633,885
NET ASSETS
Without donor restrictions (Note 10) 4,468,890 3,775,723
With donor restrictions (Note 11) 40,632,555 31,162,907
Total net assets 45,101,445 34,938,630
Total liabilities and net assets $ 46,333,072 $ 35,572,515

The accompanying notes are an integral part of these financial statements.
4



NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

Fiscal Year Ended June 30, 2024

(With Summarized Comparative Totals for 2023)

CONTRIBUTIONS, GAINS AND
OTHER SUPPORT
Contributions and bequests
In-kind support from NEOMED

Total contributions

Investment income
Interest and dividend income
Realized gain (loss) on sale of investments
Unrealized appreciation of investments
Change in value of beneficial interest
in a trust
Total investment income

Other income
Net assets released from restrictions
Total contributions, gains and other
support

EXPENSES
Disbursed for charitable purposes
Instructional
Research
Public services
Academic support
Institutional support
Operations and maintenance
Student financial assistance
Total disbursed for charitable

purposes

Management and general
Fundraising
Total expenses

CHANGE IN NET ASSETS

NET ASSETS — BEGINNING
As previously reported
Restatement

As restated

NET ASSETS — ENDING, RESTATED

The accompanying notes are an integral part of these financial statements.

Total Total
‘Without Donor With Donor All Funds All Funds
Restrictions Restrictions 2024 2023

$ 444,024 $ 3,980,019 $ 4,424,043 $ 6,752,029
1,168,082 - 1,168,082 1,118,161
1,612,106 3,980,019 5,592,125 7,870,190
212,187 772,389 984,576 797,951
73,451 (198,893) (125,442) 216,079
806,422 2,636,017 3,442,439 1,674,663
- 3,103 3,103 6,017
1,092,060 3,212,616 4,304,676 2,694,710
259 36,028 36,287 12,036

2,645,704 (2,645,704) - -
5,350,129 4,582,959 9,933,088 10,576,936
545,776 - 545,776 251,580
110,796 - 110,796 212,659
2,079 - 2,079 12,832
1,177,982 - 1,177,982 677,209
52,732 - 52,732 82,085
- - - 1,120
769,253 - 769,253 849,356
2,658,618 - 2,658,618 2,086,841
1,123,303 - 1,123,303 867,965
875,041 - 875,041 753,790
4,656,962 - 4,656,962 3,708,596
693,167 4,582,959 5,276,126 6,868,340
3,775,723 31,162,907 34,938,630 28,070,290

- 4,886,689 4,886,689 -
3,775,723 36,049,596 39,825,319 28,070,290
$ 4,468,890 $40,632,555 $ 45,101,445 $ 34,938,630
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NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)
STATEMENT OF FUNCTIONAL EXPENSES

Fiscal Year Ended June 30, 2024
(With Summarized Comparative Totals for 2023)

Program Management Total Total
Services and General Fundraising 2024 2023
EXPENSES

Grants $ 1,676,968 $ - $ - $ 1,676,968 $ 1,046,920
Assistance to individuals (scholarship) 763,017 - - 763,017 839,046
Salary and benefits - 263,381 252,728 516,109 201,590
Salary and benefits - in-kind - 702,112 438,756 1,140,368 1,062,491
Accounting fees - 21,347 - 21,347 20,882
Other professional fees 11,941 26,286 26,027 64,254 81,031
Other professional fees - in-kind - 5,069 - 5,069 22,702
Advertising 4,019 7,378 42,490 53,887 59,134
Office expenses 17,951 21,719 13,001 52,671 44418
Office expenses - in-kind - 2,352 - 2,352 2,094
Information technology 18,113 35957 4,794 58,864 50,446
Information technology - in-kind - 1,912 - 1912 7238
Occupancy 135 7,640 23,802 31,577 33,095
Occupancy - in-kind - 17,202 - 17,202 15,770
Travel 22,702 2,243 19,879 44,824 36,938
Travel - in-kind - 679 - 679 7,810
Conferences 4,988 1,649 33 6,670 14,510
Insurance 300 - - 300 257
Meals (not on travel status) 69,201 4871 44266 118,338 78,112
Instructional supplies 45 - - 45 8,168
Research and lab supplies 40,530 - - 40,530 48,012
Gifts 4,824 25 3,144 7,993 9,079
Miscellaneous 23,884 1,481 6,121 31,486 18,797
Miscellaneous - in-kind - - - - 56

Total expenses $ 2,658,618 $ 1,123,303 $ 875041 $ 4,656,962 $ 3,708,596

The accompanying notes are an integral part of these financial statements.
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NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)
STATEMENT OF CASH FLOWS

Fiscal Year Ended June 30, 2024
(With Summarized Comparative Totals for 2023)

2024 2023
CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net assets $ 5,276,126 $ 6,868,340
Adjustments to reconcile increase / (decrease) in net assets to
cash provided / (used) by operating activities:
Noncash Items:
Discount of pledges receivable 284,222 (4,981,180)
Allowance of pledges receivable 9,242 (230,601)
Net change in value of annuity agreements 17,047 17,149
Net change in value of beneficial interest in a trust (3,103) (6,017)
Net realized gain (loss) on investments 125,442 (216,079)
Net unrealized appreciation of investments (3,442,439) (1,674,663)
Contributions restricted for long-term purposes (1,388,132) (833,901)
Changes in current assets and liabitilities:
Accounts receivable (6,306) -
Prepaid expenses 649 3,029
Pledges receivable (25,309) 796,813
Accrued liabilities 23,698 (1,589)
Accrued compensated absences 10,653 10,183
Deposits held for others (15,931) (6,413)
Net cash provided / (used for) operating activities 865,859 (254,929)
CASH FLOWS FROM INVESTING ACTIVITIES
Student notes receivable 137,483 (69,098)
Purchase of investments (7,145,256) (3,647,884)
Sale of mvestments 5,325,715 2,886,390
Net cash used for investing activities (1,682,058) (830,592)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments to beneficiaries of charitable gift annuities (18,228) (45,837)
Related party payable 580,503 208,037
Contributions restricted for long-term purposes 1,388,132 833,901
Net cash provided by financing activities 1,950,407 996,101
NET INCREASE (DECREASE) IN CASH AND EQUIVALENTS 1,134,208 (89,420)
CASH AND EQUIVALENTS - BEGINNING 165,296 254,716
CASH AND EQUIVALENTS - ENDING $ 1,299,504 $ 165,296

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

In-kind support $ 1,168,082 $ 1,118,161

The accompanying notes are an integral part of these financial statements.
7



Note 1.

Note 2.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Organization

Northeast Ohio Medical University Foundation, a discretely-presented component unit of
Northeast Ohio Medical University (hereinafter referred to as the "Foundation"), was
incorporated on April 14, 1978 as a nonprofit tax-exempt corporation. The purpose of the
Foundation is to raise funds for and make distributions to Northeast Ohio Medical University
(hereinafter referred to as the "University") and to assist in developing and increasing its
resources to provide broader educational opportunities and services for charitable, educational,
and scientific purposes.

The Foundation is governed by a volunteer Board of Directors consisting of a maximum 42
members.

Significant Accounting Policies

Basis of Accounting — The Foundation has adopted the accrual basis of accounting in accordance
with not-for-profit accounting principles generally accepted in the United States of America.

Basis of Presentation — The Foundation reports net assets based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets of the Foundation and changes therein are
classified and reported as follows:

Net Assets Without Donor Restrictions — Net assets that are free of donor-imposed
restrictions and include all revenue, expenses, gains, and losses that are not changes in
donor restricted net assets. Net assets in this category may be expended for any purpose in
performing the primary objectives of the Foundation.

Net Assets With Donor Restrictions — Net assets subject to donor-imposed stipulations
that will be met either by actions of the Foundation and/or the passage of time. The donors
of these assets permit the Foundation to use the income earned on related investments for
general or specific purposes. This category includes loan funds, annuity funds restricted by
the donor, and true endowment principal.

Cash and Equivalents — The Foundation considers highly-liquid instruments such as cash,
certificates of deposit, and investments with a maturity of three months or less when purchased
to be cash equivalents.

The Foundation maintains its cash in bank deposits which, at times, may exceed federally
insured limits. The Foundation has not experienced any losses in such accounts and believes it
is not exposed to significant risk on cash in bank deposits.

Pledge Receivables — The Foundation records pledges and unconditional promises to give as
receivables and revenue in the year the pledge is made. Those that are expected to be collected
within one year are recorded at net realizable value. Unconditional promises to give that are
expected to be collected in future years are recorded at the present value of their estimated future
cash flows. The discounts on those amounts are computed at five percent. Amortization of the
discounts is included in contribution revenue. Conditional promises to give are not included as
revenue until the conditions are substantially met. Management’s estimate of the allowance for
doubtful pledges receivable is based on historical collectability. One pledge comprises 80% of
the pledge receivable balance at June 30, 2024.



Note 2.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Significant Accounting Policies (continued)

Investments — Investments in equity securities with readily determinable fair values and all
investments in debt securities are measured at fair value. The fair values of investments are
based on quoted market prices. Investments not publicly traded are stated at cost, which
approximates market. Investment in alternative investments, which do not have readily
determinable fair values, are carried at the Foundation’s proportionate share of the fund’s net
asset value. Donated investments, including donated property, are recorded as contributions at
fair value on the date received. Realized gains / (losses) on investments are the difference
between the proceeds received and the average cost of investments sold. Net appreciation of
the fair value of investments (including realized gains / (losses) and unrealized gains / (losses)
and dividends and interest) is included in the Statement of Activities without donor restrictions,
unless the net appreciation or investment income is restricted by the donor.

Annuity and Life Income Accounts — The amount of the contribution recorded by the Foundation
from annuity trust agreements is the fair value of the trust assets received less the present value
of the estimated annuity payments. The liability is determined based on actuarial assumptions
and is included in the liabilities section of the Statement of Financial position.

Revenue Recognition — Contributions of cash and other assets to the Foundation are reported at
fair value on the date the promise is received. The gifts are reported as contributions with donor
restrictions if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or the purpose
restriction is accomplished, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the Statement of Activities and changes in net assets
as net assets release from restrictions. Donor-restricted contributions whose restrictions are met
within the same year as received are reported as contributions without donor restrictions in the
accompanying financial statements.

Compensated Absences — The Foundation records a liability for vacation accrued by full-time
employees, all of whom are eligible for this benefit. Within certain limitations, payment is made
for accrued vacation upon separation from employment. Sick leave is also accrued by full-time
employees. All leave will either be absorbed by time off from work, or, within certain
limitations, be paid to employees upon retirement from employment.

The Foundation receives donated services from the University which are specialized skills that
would need to be purchased if not provided by donation. Note 13 includes information for such
services provided by the University. Such in-kind donations are reported as contributions in the
Statement of Activities.

Functional Allocation of Expenses — Costs of providing the program and support services have
been reported on a functional basis in the Foundation Statement of Functional Expenses. The
financial statements report certain categories of expenses that are attributable to more than one
program or supporting function. Therefore, these expenses required allocation on a reasonable
basis that is consistently applied. Salaries and related expenses are allocated on a basis of
function. Expenses deemed to be indirect to program services, such as some professional
services, marketing, and supplies, are considered to be management and general expenses.
Although the methods of allocation used are considered appropriate, other methods could be
used that would produce different amounts.



Note 2.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Significant Accounting Policies (continued)

Risks and Uncertainties — The Foundation invests in various investment securities. Investment
securities are exposed to various risks such as interest rate, market, and credit risks. Due to the
level of risk associated with certain investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term and that such changes
could materially affect the amounts reported in the Statement of Financial Position.

Income Taxes — The Foundation operates as a nonprofit corporation and has been determined to
be exempt from federal income taxes under Section 501(c)(3) of the United States Internal
Revenue Code. However, certain unrelated business activities may be subject to federal income
taxes. The Foundation had no unrelated business activities and therefore, no provision for such
taxes was necessary for the year ended June 30, 2024.

Use of Estimates — The process of preparing financial statements in conformity with accounting
principles generally accepted in the United States of America requires the use of estimates and
assumptions regarding certain types of assets, liabilities, revenue, and expenses. Such estimates
primarily relate to unsettled transactions and events as of the date of the financial statements.
Accordingly, upon settlement, actual results may differ from estimated amounts.

Comparative Financial Statements — The financial statements include certain prior-year
summarized comparative information in total but not by net asset class. Such information does
not include sufficient detail to constitute a presentation in conformity with accounting principles
generally accepted in the United States of America. Accordingly, such information should be
read in conjunction with the Foundation's financial statements for the year ended June 30, 2023
from which the summarized information was derived.

Correction of an Error in Previously Issued Financial Statements — The Foundation and
University management determined during the fiscal year that an endowment related to the
Foundation was erroneously reported as an endowment of the University. Therefore,
investments and net assets with donor restrictions were misstated for the Foundation and
investments and restricted net position, were misstated for the University, both, by $4,886,689
for the fiscal year ended June 30, 2023. See Note 14 for more information.

Subsequent Events — The financial statements and related disclosures include evaluation of
events up through and including September 25, 2024, which is the date the financial statements
were available to be issued.

10



Note 3.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Availability and Liquidity

The following reflects the financial assets as of the balance-sheet date, reduced by amounts not
available for general use because of contractual or donor-imposed restrictions within one year
of the balance-sheet date.

Cash and equivalents $ 1,299,504
Accounts receivable 6,306
Student notes receivable 480,382
Pledges receivable 5,831,341
Investments 38,614,281
Beneficial interest in trusts 80,606
Financial assets, at year-end $46,312,420

Less those unavailable for general expenditures within one year, due to:
Contractual or donor-imposed restrictions:

Restricted by donor with purpose restrictions 40,132,005
Restricted by donor with time restrictions 419,944
Investments held in an annuity trust 80,606
Board designated 1,145,183

Financial assets available to meet cash needs for general expenditures within one year: ~ $ 4,534,682

The Foundation is substantially supported by restricted contributions. Because a donor’s
restriction requires resources to be used in a particular manner or in a future period, the
Foundation must maintain sufficient resources to meet those responsibilities to its donors.

The Foundation has a goal to maintain financial assets, which consists of cash and short-term
investments, on hand to meet 30 days of normal operating expenses, which were, on average,
approximately $388,000 at June 30, 2024. The Foundation has procedures to structure its
financial assets to be available as its general expenditures, liabilities, and other obligations come
due. In addition, the Foundation invests cash in excess of daily requirements in short-term
investments. The Foundation also realizes there could be unanticipated liquidity needs.

The Foundation’s endowment funds consist of donor-restricted endowments of $27,408,535 at
June 30, 2024. Income from donor-restricted endowments is restricted for specific purposes
and, therefore, is not available for general expenditures. The endowment had a spending rate of
4.25% in 2024.

The Foundation has unrestricted funds in the amount of $1,145,183 at June 30, 2024 that have
been board designated for specific purposes, and therefore, are not available for general
expenditures.

11



Note 4.

Note 5.

Investments

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2024

Pledges Receivable

Unconditional promises to give are included in the financial statements as pledges receivable.
Pledges are recorded at their approximate present value. The future expected cash flows from
pledges receivable have been discounted using a discount rate of five percent for the years ended
June 30, 2024.

Pledges receivable at June 30, 2024 are expected to be realized in the following periods:

Less than one year $ 837,561
Between one and five years 1,898,150
More than five years 8,200,000
Total outstanding pledges 10,935,711
Less net present value discount (4,805,784)
Less allowance for uncollectible pledges (298,586)
Net outstanding pledges $ 5,831,341

The following is a summary of investments at June 30, 2024:

Market

Cost
Money market fund $ 7,230,107
Cash surrender value of
life insurance 36,665
Equities 15,785,539
Alternative investment 1,193,032
Fixed income 11,195,725

§ 7,231,462

36,665
18,447,062
1,441,608
11,457,484

Total long-term investments ~ $ 35,441,068

§ 38,614,281

12

The Foundation's Board of Directors has adopted an investment policy which is reviewed and
updated on an annual basis and is used to determine asset allocation.



Note 6.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the
financial statements and provide a framework for establishing that fair value. The framework
for determining fair value is based on a hierarchy that prioritizes the inputs and valuation
techniques used to measure fair value.

Level 1 - Uses unadjusted quoted prices that are available in active markets for identical assets
as of the reporting date. Active markets are those in which transactions for the asset occur in
sufficient frequency and volume to provide pricing information on an ongoing basis.

Level 2 - Uses inputs other than Level 1 inputs that are either directly or indirectly observable
as of the reporting date through correlation with market data, including quoted prices for similar
assets in active markets and quoted prices in markets that are not active. Level 2 also includes
assets that are valued using models or other pricing methodologies that do not require significant
judgment since input assumptions used in the models, such as interest rates and volatility factors,
are corroborated by readily observable data.

Level 3 - Uses inputs that are unobservable and are supported by little or no market activity and
reflect the use of significant management judgment. These values are generally determined
using pricing models and fund manager statements for which assumptions utilize management’s
estimates of market participant assumptions.

Net Asset Value (NAV) — Investments whose fair value is measured at NAV are excluded from
the fair value hierarchy. Investments in non-governmental entities that do not have a readily
determinable fair value may be valued at NAV if the NAV is determined in accordance with the
fair value measurement principles provided by the FASB standards relevant to investment
companies. Interest in investment funds with a NAV reported under an alternative basis or meet
the intent to sell criteria are reflected as Level 3 investments.

The Foundation’s policy is to recognize transfers between levels of the fair value hierarchy as
of the end of the reporting period. For the year ended June 30, 2024, there were no transfers
between levels of the fair value hierarchy.

The following tables set forth by level within the fair value hierarchy the Foundation’s financial
assets that were accounted for at a fair value on a recurring basis as of June 30, 2024. The
financial assets are classified in their entirety based on the lowest level of input that is significant
to the fair value measurement. The Foundation’s assessment of the significance of a particular
input to the fair value measurement requires judgment and may affect the valuation of fair value
assets and their placement within the fair value hierarchy levels. The tables do not include cash
on hand or other assets and liabilities that are measured at historical cost or any basis other than
fair value.
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NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Note 6. Fair Value Measurements (continued)

Quoted Prices in

Active Markets Significant Other Significant Measured at Net
Balance at for Identical Observable Unobservable Asset Value
June 30, 2024 Assets (Level 1) Inputs (Level 2) Inputs (Level 3) (NAV)
Assets - Investments
Domestic fixed income $ 11,440,245 $ 11,440,245 $ - $ - $ -
International fixed income 17,239 17,239 - - -
Domestic equities 13,592,606 13,592,606 - - -
International equities 4,854,456 4,854,456 - - -
Money market 7,231,462 - 7,231,462 - -
Alternative investments 1,441,608 - - - 1,441,608
Total Investments $ 38,577,616 $ 29,904,546 $ 7,231,462 $ - $ 1,441,608
Assets - Beneficial Interest in Trust
Total Beneficial Interest in Trust ~ $ 80,606 $ - $ - $ 80,606
Total Fair Value Measurements $ 38,658,222 $ 29,904,546 $ 7,231,462 $ 80,606 $ 1,441,608

Investments — The Foundation invests in cash and cash equivalents, equities and bonds, with
quoted prices in active markets, which are considered to be Level 1 inputs. The Foundation also
invests in money market mutual funds which are considered Level 2 inputs and are valued based
upon quoted prices for similar assets in active markets. The cash surrender value of life
insurance valued at $36,665 is not included in the table above.

Net Asset Value per Share — The Foundation holds shares or interest in investment companies
whereby the fair value of the investments is measured on a recurring basis using net asset value
per share (or equivalent) of the investment companies as a practical expedient.

At year end, the fair value, unfunded commitments, and redemption rules of those investments
are as follows:

Unfunded Redemption Redemption
Fair Value Commitments Frequency Notice Period
Hedge Funds 1,441,608 - Monthly N/A
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Note 6.

Note 7.

Note 8.

Note 9.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Fair Value Measurements (continued)

Beneficial interests in trusts are valued using the discounted cash-flow model using significant
unobservable inputs including discount rate, life expectancy of the beneficiaries, the fair value
of the trust assets and the expected investment return. These are considered Level 3 inputs.

Assets measured at fair value on a recurring basis using significant unobservable inputs are as
follows:

Beneficial
Interest in Trust
Balance at June 30, 2023 $ 77,503

Payments -
Change in Value 3,103

Balance as of June 30,2024 §$ 80,606

Beneficial Interest in Trusts

The Foundation is a beneficiary of a charitable remainder trust. Upon the death of the donors,
the Foundation will receive its share of the trust funds. The Foundation recorded an investment
in this trust equal to the expected future distribution discounted at a rate of five percent. The
value of the Foundation's interest in the trust was $80,606 at June 30, 2024.

Student Notes Receivable

Donors have established a revolving loan fund that disburses funds with an interest rate of five
percent. The note receivable is reported at the original issue amount less principal repaid.
Interest is recognized according to the terms of the specific note.

The Foundation considers a student receivable to be impaired when, based upon current
information and events, it believes it is probable that the Foundation will be unable to collect all
amounts due according to the contractual terms of the loan agreement. During the year, the
Foundation determined none of student notes receivable to be uncollectible at June 30, 2024.

Gift Annuity Obligations

The Foundation is obligated under one annuity contract, whereby donors have contributed cash
to the Foundation with an agreement that the donors shall be the sole recipients of annual annuity
payments. These annual payments, totaling $18,228 this year, shall terminate on the last
payment date preceding the death of the donors. In determining the net present value of the
obligations as of June 30, 2024, the discount rate is determined using the risk-free rate of return
as of the date of the initial contract. The value of the investments related to these annuities is
$45,683 as of June 30, 2024.
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NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Note 10. Net Assets Without Donor Restrictions

The following net assets have been designated by the Board to be available primarily for
charitable purposes benefiting the Foundation's faculty, staff, and students in the following
functional categories:

2024
Charitable purposes:
Instruction and departmental research $ 1,140
Public Service 76,434
Academic support 730,460
Institutional support 291,062
Student scholarships and other student aid 26,397
Student loan funds 19,690
Total designated Net Assets, June 30 $ 1,145,183

The value of the Foundation undesignated net assets without donor restrictions was $3,323,707
at June 30, 2024.

Note 11. Net Assets with Donor Restrictions

All net assets with donor restrictions are available for charitable purposes benefiting the
Foundation's faculty, staff, and students in the following functional categories:

2024

Instruction and departmental research $ 5,779,466
Separately budgeted research 2,566,336
Public service 144,558
Academic support 3,182,128
Institutional support 5,427,549
Plant operation and maintenance 37,503
Student services 67,628
Student scholarships and other student aid 15,123,378
Deferred gift annuity 2,233
Anatomy endowed chair 1,506,812
Psychiatry endowed chair 2,000,000
Integrated medical sciences endowed chair 2,609,988
General and other 2,195,462
Allowance for uncollectible pledges (10,486)

Total with donor restrictions net assets, June 30 $ 40,632,555
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Note 11.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Net Assets with Donor Restrictions (continued)

Total net assets with donor restrictions were $40,632,555 as of June 30, 2024. This includes
assets held in perpetuity of $17,757,943. The remainder of the funds are either purpose or
time restricted. The assets held in perpetuity are held for the following purpose:

2024
Student loans $ 1,114,662
Endowments requiring earnings only to be made
available for:
Student scholarships and awards 8,275,700
Student loans 100,236
Anatomy endowed chair 1,506,812
Psychiatry endowed chair 2,000,000
Integrated medical sciences endowed chair 2,609,988
General and other 2,195,463
Deferred gift annuity (34,432)
Allowance for uncollectible pledges (10,486)
Total net assets with donor restrictions to be held
n perpetuity, June 30 $ 17,757,943
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Note 12.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Endowments with Donor Restrictions

The Foundation’s endowment includes endowment funds with donor restrictions. Net assets
associated with endowment funds are classified and reported based on the existence of donor-
imposed restrictions.

Interpretation of Relevant Law

The Board of Directors of Northeast Ohio Medical University Foundation has interpreted the
Uniform Prudent Management of Institutional Funds Act (UPMIFA) as requiring the
preservation of the fair value of the original gift as of the gift date of the endowment funds with
donor restrictions absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Foundation classifies as net assets with donor restrictions (a) the original
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the endowment fund with donor
restrictions that is not classified in net assets with donor restrictions is classified as net assets
without donor restrictions until those amounts are appropriated for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA. In
accordance with UPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate endowment funds with donor restrictions:

(1) The duration and preservation of the fund,

(2) The purposes of the Foundation and the endowment fund with donor restrictions,
(3) General economic conditions,

(4) The possible effect of inflation and deflation,

(5) The expected total return from income and the appreciation of investments,

(6) Other resources of the Foundation, and

(7) The investment policies of the Foundation.
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NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Note 12. Endowments with Donor Restrictions (continued)

Endowments as of June 30, 2024:

Without With
Donor Restrictions  Donor Restrictions Total
Endowment net assets
as of June 30, 2023, restated $ - $ 23,857,687 $ 23,857,687
Investment return:
Investment Income - 743,586 743,586
Net appreciation
(realized and unrealized) - 2,440,457 2,440,457
Total investment return - 3,184,043 3,184,043
Contributions - 1,323,670 1,323,670
Appropriations for expenditures - (956,865) (956,865)
Endowment net assets
As of June 30, 2024 $ - $ 27,408,535 $ 27,408,535

Endowment Net Asset Composition by Type of fund as of June 30, 2024:

Endowment Net Asset Composition by Type of Fund as of

June 30, 2024
Without With
Donor Restrictions ~ Donor Restrictions Total

Board-designated endowment funds $ - $ - $ -
Donor-restricted endowment funds

Original donor restricted gift amount

and amounts required to be maintained

in perpetuity by the donor - 16,677,712 16,677,712

Accumulated investment gains (losses) - 10,730,823 10,730,823
Total donor-restricted endowment funds - 27,408,535 27,408,535
Total $ - $ 27,408,535 $ 27,408,535
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Note 12.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Endowments with Donor Restrictions (continued)

Underwater Funds

From time-to-time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires the Foundation
to retain as a fund of perpetual duration. In accordance with generally accepted accounting
principles, there were no underwater funds of this nature to report in donor restricted net assets
as of June 30, 2024.

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets. Endowment assets
include those assets of donor-restricted funds that the Foundation must hold in perpetuity or for
a donor-specified period. Under this policy, as approved by the Board of Directors, the
endowment assets are invested in a manner that is intended to produce results that exceed the
price and yield results of the S&P 500 Index while assuming a moderate level of investment
risk. The Foundation expects its endowment funds, over time, to provide an average rate of
return of approximately six percent annually. Actual returns in any given year may vary from
this amount.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Foundation targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Foundation has a policy of appropriating for distribution each year up to five percent of its
endowment fund’s average fair value over the prior three years through the preceding fiscal year
in which the distribution is planned. In establishing this policy, the Foundation considered the
long-term expected return on its endowment. Accordingly, over the long term, the Foundation
expects the current spending policy to allow its endowment to grow annually. This is consistent
with the Foundation’s objective to maintain the purchasing power of the endowment assets held
in perpetuity or for a specified term as well as to provide additional real growth through new
gifts and investment returns. The Foundation utilized a distribution rate of 4.25% for the year
ended June 30, 2024. The Foundation will utilize a distribution rate of 4.50% for the year ending
June 30, 2025.

Endowment Administrative Fee

In fiscal year 2017, the Board approved the adoption of an annual administrative fee on all June
30 endowment balances. Beginning fiscal year 2021, this fee has been calculated at 1% on the
average year-end endowment balances for the prior three fiscal years. If the three-year average
does not exceed the endowment corpus, or the value that the donor contributed, no fee will be
assessed. The total fee assessed on endowments was $181,595 for the year ended June 30, 2024,
thereby releasing these funds from restrictions.
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Note 13.

Note 14.

NORTHEAST OHIO MEDICAL UNIVERSITY FOUNDATION
(A Component Unit of Northeast Ohio Medical University)

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2024

Related Party Transactions

The Foundation made disbursements of $2,658,618 for the year ended June 30, 2024, in direct
support of charitable, educational, and scientific purposes benefiting the University and its

students. In addition, the Foundation granted loans to students of $87,951 for the year ended
June 30, 2024.

The Foundation provided reimbursements to the University for management, fundraising,
services, office space, payroll, and payroll benefits which totaled $612,198 for the year ended
June 30, 2024. The Foundation had accounts payable to the University totaling $1,040,329 for
the year ended June 30, 2024, related to the unpaid reimbursements for similar purposes.
Amounts for such services provided by the University which are not reimbursed by the
Foundation are reported as in-kind contributions in the Statement of Activities. The University's
in-kind support for these services was valued at $1,168,082 for the year ended June 30, 2024.

Restatement

During the fiscal year, the Foundation and University management determined that one of the
endowment funds related to the Foundation was erroneously reported as an endowment of the
University. The donor’s intent for the use of funds has been honored and handled under the
shared endowment guidelines of the University and Foundation since its inception.

A prior-period adjustment was recorded to properly increase the Foundation’s net assets with
donor restrictions by $4,886,689.

As Originally

Presented at Correction of Restated
Net Asset Class July 1, 2023 Error July 1, 2023
Net Assets with Donor Restrictions $ 31,162,907 $ 4,886,689 $ 36,049,596
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Rea s associates

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Board of Directors

Northeast Ohio Medical University Foundation
4209 State Route 44

PO Box 95

Rootstown, Ohio 44272

We have audited, in accordance with the 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 (Government Auditing Standards), the financial
statements of Northeast Ohio Medical University Foundation (the “Foundation™), a component unit of
Northeast Ohio Medical University, which comprise the statement of financial position as of June 30,
2024, and the related statement of activities and changes in net assets, functional expenses, and cash flows
for the year then ended, and the related notes to the financial statements, and have issued our report
thereon dated September 25, 2024, wherein we noted that net assets as of July 1, 2023 have been restated
to correct a misstatement.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Foundation’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Foundation’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Foundation’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. We identified a certain deficiency in internal control, described in the
accompanying schedule of findings and responses as item 2024-001 that we consider to be a material
weakness.

CPAs and business consultants
Wwww.reacpa.com
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Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Foundation's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the financial statements. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

The Foundation’s Response to the Finding

Government Auditing Standards requires the auditor to perform limited procedures on the Foundation's
response to the finding identified in our audit and described in the accompanying schedule of findings and
responses. The Foundation's response was not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the response.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Won VYihotoereton) S .

Rea & Associates, Inc.
Independence, Ohio
September 25, 2024
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Northeast Ohio Medical University Foundation
Portage County, Ohio
Schedule of Findings and Responses
June 30, 2024

Finding Number: 2024-001
Material Weakness — Recording of Endowments

Criteria: The AICPA establishes auditing standards generally accepted in the United States that certified
public accountants and government auditors must follow in conducting audits of state and local
governments. AU-C 265 establishes standards, responsibilities and guidance for auditors during a
financial statement audit engagement for identifying and evaluating a client's internal control over
financial reporting. This standard requires the audit to report in writing to management and the governing
body any control deficiencies found during the audit that are considered significant deficiencies and/or
material weaknesses. To this end, AU-C 265 lists specific control deficiencies that should be regarded as
at least a significant deficiency and a strong indicator of a material weakness in internal control.

Generally accepted accounting principles (GAAP) require that, when classifying a donor-restricted
endowment fund, consideration shall be given to both the donor’s explicit stipulations and the applicable
laws that extend donor restrictions.

Condition: In fiscal year 2003, management for the Foundation did not properly identify an endowment
agreement that should have been reported at the Foundation and was instead reported as an endowment
of the Northeast Ohio Medical University (University).

Context: A restatement of beginning net assets was required to properly account for the endowment
activity as if it were always recorded on the Foundation’s books. As of July 1, 2023, the adjustment
increased net assets with donor restrictions by $4.8 million. Management posted the adjustment in the
financial statements as a restatement of beginning net assets as of July 1, 2023.

Cause: In fiscal year 2003, controls were not in place to ensure that an endowment was recorded
properly on the books and records of the entity that received the donation. However, management did
complete an assessment of its endowments and identified the error during the fiscal year 2024 audit.

Effect: The restatement described above was necessary to properly present the financial statements in
accordance with GAAP.

Recommendation: We recommend that management implement policies and procedures for endowment
funds that ensure that activity is recorded in accordance with GAAP.

Management’s Response: During fiscal year 2024 new leadership of the Foundation undertook a
review of University and Foundation endowments and discovered an endowment from fiscal year 2003
that was recorded on the University books and should have been recorded on the Foundation books.
After consultation with the University Sr. Vice President of Operations and Finance, General Counsel,
Controller, and the Foundation Board, it was determined that the endowment should be moved from the
University to the Foundation to correct a mistake made in 2003 to properly account for the endowment.
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