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INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees of Cumberland Universi ty 

Report on the Financial Statements 

We have audited the accompanying financial statements of Cumberland University (a nonprofit organization), 
which comprise the statement of financial pos ition as of May 31 , 2015, and the re lated statements of activities, 
functional expenses, and cash flows for the year then ended , and the re lated notes to the fi nancial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fa ir presentation of these fin ancial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation , and maintenance of internal control relevant to the preparation and fa ir presentation of fi nancial 
statements that are free from material missta tement, w hether due to fraud or error. 

Auditor's Responsibility 

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

An audit involves performing proced ures to obtain audit evidence about the amounts and disclosures in the 
financia l statements. The procedures selected depend on the auditor' s judgment, including the assessment of the 
risks of material misstatement of the fi nancial statements , whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparat ion and fa ir presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's interna l control. Accordingly , we express no 
such opinion . An audit also includes evaluating the appropria teness of accounting policies used and the 
reasonableness of significant accou nting estimates made by manag ement, as well as eval uatin g the overall 
presentation of the financ ial statements. 

We believe that the audit evidence we have obtained is su ffi cient and appropriate to prov ide a basis for our audit 
opinion. 

Opinion 

In our opin ion, the financial statements refe rred to above present fa irly , in all material respects, the fina ncial 
position of Cumberland Univers ity as of May 31, 201 5, and th e changes in its net assets and its cash flows for the 
year then ended in accordance with accou nting prin Ciples generally accepted in the United States of America . 

Other Matters 

Other Information 

Ou r audit was conducted for the purpose of forming an opin ion on the financia l statements as a whole . The 
accompanying schedule of expenditures of federal awards, as required by Office of Man agement and Budget 
Circular A-133 , Audits of States, Local Governments, and Non-Profit Organizations, is presented for purposes of 
additional analysis and is not a required part of the financial statements. Such information is th e responsi bility of 
management and was derived from and relates directly to the underly ing accou nti ng and other records used to 
prepare the financial statements . The information has been subjected to the auditing procedures applied in the 
audit of the financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial statements or to 
the financial statements themselves , and other additional procedures in accordance with auditing standards 
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generally accepted in the United States of America . In our opinion, the info rmation is fairly stated, in all material 
respects, in relation to the fina ncial statements as a whole. 

Other Reporting Requ ired by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated February 01 , 2016, on 
our consideration of Cumberland Universi ty's interna l control over fi nancial reporting and on our tests of its 
compliance with certain provisions of laws, regulations , contracts, and grant agreements and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opin ion on internal control over financial reporting 
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering Cumberland Un iversity's internal control over financial reporting and compliance. 

Report on Summarized Comparative Information 

We have previously audited the Cumberland University's 2014 financial statements, and we expressed an 
unmodified audit opinion on those audited financial statements in our report dated February 13, 2014 . In our 
opinion, the summarized comparative information presented herein as of and for the year ended May 31, 201 4, is 
consistent, in all material respects, with the audi ted fi nancial statements from which it has been derived 

Lebanon, Tennessee 

February 01, 2016 
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Cumberland Univers ity 

STATEMENTS OF FINANCIAL POSITION 

May 31 , 

Temporarily Permanently Total Combined 
Unrestricted Restricted Restricted 2015 201 4 

ASSETS 
Cash and cash equivalents $ 2,360,218 $ 67, 578 $ 1, 133,386 $ 3,561 ,182 $ 4 ,003,437 
Accounts receivable, less allowance for 

uncollectible accounts of $82,552 in 2015 
and $72,087 in 2014 1,460,934 1,460,934 1,704 ,293 

Loans receivable 192,988 192,988 216,793 
Pledges receivable 55,980 245 ,504 28 ,121 329,605 350,356 
Inventories 98 ,444 98,444 282,739 
Due from other funds 676 ,5 33 9,864 686, 397 799 ,853 
Investments at market value 1,666,039 5,181,702 4,726,522 11,574,263 11,527,400 
Assets held under split-interest agreements 71,835 71, 835 96, 140 
Deposits with trustees 
Other assets 254 ,841 254,841 282 ,748 
Property and equipment, net 20 ,245,374 20 ,245,374 21,171,939 

TOTAL ASS ETS $ 26,334,818 $6 ,1 71, 31 7 $ 5,969,728 $38 ,475,863 $40,435,698 

LIABILITIES 
Accounts payable, deposits, and 

accrued expenses 
Deferred revenues 
Due to other funds 
Liabilities under split-interest agreements 
Notes payable 
Bonds payable 
Federal student loan funds 

$ 1,135,700 
1,929,986 

686 ,397 

7,645 ,000 
272,415 

$ $ 

45,4 18 

$ 1, 135, 700 
1,929,986 

686 ,397 
45,418 

7,645,000 
272,4 15 

$ 1, 552 ,083 
2,212 ,566 

799,854 
71 ,942 

5,868 
8,325,000 

276, 394 

TOTAL LIABILITIES 11,669,498 45,41 8 11,71 4, 91 6 13,243 ,7 07 

NET ASSETS 
Unrestricted - operating 
Unrestricted - investment in plant 
Temporarily restricted 
Permanently restricted 

2,064 ,946 
12,600, 374 

6 ,171 ,317 
5,924 ,31 0 

2,064,946 
12,600, 374 

6,171,317 
5,924,310 

2,649,472 
12,841,072 

5,965 ,004 
5,736,443 

TOTAL NET ASSETS 14,665,320 6 ,171,317 5, 924, 31 0 26 ,760,947 27,191,991 

TOTAL LIABILITIES AND NET ASSETS $ 26 ,334,818 $6,171, 317 $ 5,969,728 $ 38,475,863 $ 40,435,698 

See accompanying notes to f inancia l statements. 
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Cumberland Universi ty 

STATEMENTS OF ACTIVITIES 

Years Ended May 31, 

REVENUES, GAINS, AND RECLASSIFICA TI ONS 
Tuition and fees 

Less scholarships and discounts 
Net tuition and fees 

Government grants 
Private gifts and grants 
Sales and services of auxiliary enterprises 
Investment income 
Other additions 

TOTAL REVENUES AND GAINS 
Net assets released from restrictions 

TOTAL REVENUES, GAINS, AND 
RECLASSIFICATIONS 

EXPENSES: 
Operating: 

Instruction 
Academic support 
Student services 
Institutional support 
Auxiliary enterprises 
Government grants expended 

Total operating 

Non-operating: 
Interest expense 
Amortization of loan costs 

Total non-operating 

Change in value of split-interest agreements 

Unrestricted 

$25, 130,634 
{11,463,333 L 
13,667,301 

1,976,795 
683 ,21 5 

4 ,064,989 
57,130 

216,045 

20,665,475 
836,266 

21 ,501,741 

8,163,772 
422,260 

4, 069,990 
4, 521 ,257 
2,925,779 
1,976,214 

22 ,079,271 

244,672 
3,022 

247,694 

Temporarily 
Restricted 

$ 

808 ,458 

229,054 
5,067 

1,042,579 
~ 836,266L 

206, 313 

Permanently 
Restricted 

$ 

169,010 

16,639 

185,649 

185,649 

(2 ,218L 

Total 
2015 

$25,130,634 
{11,463,333L 
13,667,301 

1,976,795 
1,660,683 
4,064,989 

302,823 
221 ,11 2 

21,893,703 

21,893,703 

8,163,772 
422,260 

4,069,990 
4,521,257 
2,925,779 
1,976,214 

22 ,079,271 

244,672 
3,022 

247,694 

(2,218 L 

Combined 
2014 

$26,387,998 
(11,987,597 L 
14,400,401 

2, 282,940 
1, 535,104 
4,750,956 
1,372,155 

163,734 

24,505,290 

24,505, 290 

8,472,883 
475 ,517 

4 ,757,541 
4, 391,872 
2,998,301 
2,282,919 

23,379,033 

266,797 
6,045 

272,842 

(2, 302) 

TOTAL EXPENSES 22,326,965 (2 ,21 8L 
22,324,747 23,649,573 

CHANGE IN NET ASSETS (825,224) 206,31 3 187,867 (431 ,044) 855,717 

NET ASSETS, beginning of year 15,490,544 5, 965 ,004 5,736,443 27,191,991 26,336,274 

NET ASSETS, end of year $ 14,665,320 $6,171,317 $ 5,924,310 $26,760,947 $27,191,991 

See accompanying notes to financial statements. 
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Cumberland University 

STATEMENTS OF CASH FLOWS 

Years Ended May 31 , 

2015 2014 
CASH FLOWS FROM OPERATING ACTIVITIES: 
Changes in net assets $ (431,044) $ 855,717 
Adjustments to reconcile change in net assets to 

net cash provided by operating activities: 
Depreciation 1,114,134 1,126,543 
Provision for bad debt 10,465 (11,266) 
Net (gains) losses on investments 229,128 (820,224) 
Private gifts and grants restricted for long-term 

investment (977 ,468) (723 ,953) 
Change in value of split-interest agreements (2,21 9) (2,328) 
(Increase) decrease in: 

Inventories 184,295 3, 365 
Accounts receivable 232,894 (184,640) 
Other assets 27, 907 (51 ,420) 

Increase (decrease) in : 
Accounts payable, deposits, and accrued expenses (416,383) (1 31 ,889) 
Federal student loan funds (3,979) (10,798) 
Deferred revenues (282 ,580) 119,803 

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES (314,849) 168,909 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase of property and equipment (187,570) (216 ,182) 
Purchase of investments (2 ,620,697) (7,013,773) 
Proceeds from student loan collections 45,805 42, 551 
Student loans issued (22,000) (40,1 25) 
Proceeds from sale and maturity of investments 2,344, 705 6,594,271 

NET CASH USED IN INVESTING ACTIVITIES (439,757) (633, 258) 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Changes in deposits with trustees 35,693 
Payments on bonds payable (680,000) (670,000) 
Payments on notes payable (5,868) (16, 861 ) 
Proceeds from private gifts and grants restri cted for 

long-term investment 998,21 9 905, 132 

NET CASH PROVIDED BY FINANCING ACTIVITIES 312,351 253,964 

NET DECREASE IN CASH AND CASH EQUIVALENTS (442,255) (210,385) 

CASH AN D CASH EQUIVALENTS , beginning of year 4,003,437 4,21 3,822 

CASH AND CASH EQUIVALENTS, end of year $ 3, 561,182 $ 4,003,437 

NON CASH INVESTING AND FINANCING ACTIVITIES 
Assets aquired through debt financing $ $ 

Assets donated $ $ 

SUPPLEMENTAL DISCLOSURES 
Interest Paid $ 246,428 $ 267,779 

See accompanying notes to fin ancial statements . 
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Cumberland University 

NOTES TO FINANCIAL STATEMENTS 


May 31,2015 and 2014 


NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTI NG POLICIES 


The significant accounting policies followed by Cumberland University are described below to 
enhance the usefulness of the financial statements to the reader. 

Description of University 

Cumberland University is a liberal arts university that enrolls approximate ly 900 full -time 
undergraduate, 350 part-time undergraduate, and 200 graduate students per semester. The 
University is located in Lebanon, Tennessee. 

Cumberland University was founded in 1842 and is a private, independent, coeducational, liberal 
arts institution with five undergraduate divisions, graduate degree programs, degree completion 
programs for working adults, and a non-credit continuing education program. The University is 
accredited by the Commiss ion on Colleges of the Southern Association of Colleges and Schools. 

Accrual Basis 

The financial statements of Cumberland University have been prepared on the accrual basis. 

Basis of Presentation 

Financial statement presentation follows the recommendations of the Financial Accounting 
Standards Codification ASC 958, Not-far-Pro fit Entities. Under those provisions , net assets and 
revenues, gains, and losses are class ified based on the absence or existence and nature of 
donor-imposed restrictions as follows: 

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations. 

Tempora ril y restricted net assets - Net assets subject to donor-imposed stipu lations that 
can be filled by actions of the University pursuant to those stipulations or that expire by the 
passage of ti me. 

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that 
they be maintained permanently by the University. Generally, the donors of these assets 
permit the University to use all or part of the income earned on the assets for general or 
specific purposes. 

Cash and Cash Equivalents 

The University cons iders cash equivalents to be financial instruments with maturities of three 
months or less, except those that are included in the endowment fund, which are accounted for as 
investments. 
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Cumberland University 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


May 31, 2015 and 2014 


NOTE A - SUMMARY OF SI GNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Allowance for Uncollectible Accounts 

The University provides an allowance for uncollectible accounts receivable based on review of the 
current status of existing receivables , historical co llection experience and management's 
evaluation of the effect of existing economic conditions. As of May 31 , 201 5 and 201 4, the 
allowance for uncollectible accounts was $82,552 and $72,087, respectively . 

Contributions 

The University accounts for contributions in accordance with the recommendations of the 
Financial Accounting Standards Codification ASC 958, Not-far-Profit Entities. Contributions, 
including unconditional promises to give, are recognized as revenues in the period received. 

Conditional promises to give are not recogn ized until they become unconditional ; that is, when the 
conditions on which they depend are substantially met. Contributions of assets other than cash 
are recorded at their estimated fair value. Contributions to be received after one year are 
discounted at an appropriate discount rate commensurate with the risks involved. Amortization of 
discounts is recorded as additional contribution reven ue in accordance with donor-imposed 
restrictions, if any, on the contributions. An al lowance for uncollectible contributions receivables is 
provided based upon management's judgment, including such factors as prior collection history , 
type of contribution, and nature of fund-raising activity. Donor restricted contributions whose 
restrictions are met in the same reporting period as the contributions are recorded as increases in 
unrestricted net assets. 

Numerous alumni prov ide significant hours of volunteer services to the University throughout the 
year. Volunteers also provide hours of services during fund-raising campaig ns. The services do 
not meet the criteria for recognition as contribution under Financial Accounting Standards 
Codification ASC 958, Not-far-Profit Entities and are not reflected in the accompanying financial 
statements. 

Inventories 

Inventories are stated at the lower of cost or market on the first in , first out basis. 

Investments 

Investments in marketable securities are stated at fa ir market value. Real estate investments are 
stated primarily at current appraised value. 

Endowment Investments 
It is the University's policy to diversify its endowment investments to obtain the desired return 
objectives within its risk parameters. 

The return objectives per the 2013 Investment Policy are as follows (all objectives are long-term): 
• Safety or preservation of capital 
• Income 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

May 31, 2015 and 2014 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTI NG POLICIES (CONTINUED) 

Endowment Investments, continued 

• Long-term growth 

• Earn a net average annual rea l total retu rn over the long term in excess of infla tion 

• Investment of endowments asset shall be governed by the "Prudent Man Rule" 

The University is w illing to forgo potential return in strong markets in return for protection against a 
severe decline during bear markets. 

The investment allocation policy at May 31 , 2015 is as follows: 

Type of Investment Minimum % Maxim um % Perform ance Benchm ark 
Long Term Equity 50% 90% S&P 500 
Short Term Equity 0% 20%) S&P 500 

Fixed Incom e 10% 30% 
Alternative Inves tm ents 
REIT 
Cash 

The primary objective of the endowment is to earn a net average annual real total return over the 
long term in excess of inflation. The investment of endowment assets shal l be governed by the 
"Prudent Man Rule", considering risk versus reward. Safety of preservation of capital shal l be 
number one priority, number two priority shall be income, and number three priority shall be long 
term growth . The proposed rate of return wi ll be reviewed each year by the Investment 
Committee and the results of the equities shall be compared to the performance of the S & P 500 
for one, three , five and ten year periods. 

It is the University's understanding that the principa l endowed by the donor rema ins permanently 
restricted . Certa in endowments have a percentage of earn ings added to corpus, and these 
earnings are also permanently restricted . Other earnings on endowments, including the 
unrealized gains or losses are considered temporarily restricted until appropri ated for 
disbursement. At that time, net assets are released from temporarily restricted to unrestricted net 
assets. 

Plant Assets and Depreciation 

Physical pla nt and equipment are stated at cost at date of acquisition or fair value at date of 
donation in the case of gifts. The University capita lizes items with a cost or fair va lue of $1,000 or 
more. Depreciation on physical plant and eq uipment is provided on a straig ht-l ine basis over the 
estimated usefu l lives of the respective assets, as follows: 

Buildings and Improvements 5 - 40 years 
Eq uipment 3 - 15 years 
Books 5 - 8 years 
Leased Equipment 5 - 40 years 
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Cumberland University 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


May 31, 2015 and 2014 


NOTE A - SUMMARY OF SI GNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting 
period. Actua l resu lts cou ld differ from those estimates. 

Income Tax Status 

The University is recognized as an organization exempt from Federal income tax under Section 
501 (c)(3) of the Internal Revenue Code (the "Code") whereby only unre lated business income, as 
defined by Section 512(a)(1) of the Code, is subject to Federal income tax. At May 31, 2015, the 
University's tax returns related to fiscal years ended May 31 , 2012 through May 31 ,2014 remain 
open to examination by tax authorities . 

Operation and Maintenance of Physical Plant 

For financial statement presentation purposes , the University allocates the non-capital expenses 
for the operation and maintenance of physical plant to the other departments using a systematic 
and rational method. 

NOTE B - CREDIT CONCENTRATION RISK 

The University maintains interest-bearing cash accounts at several banks . At times, account 
balances may exceed federally insured limits. The University has not experienced any losses on 
these accounts, and management believes the University is not exposed to any significant risk on 
cash accounts. 

The University offe rs degrees in a variety of discipl ines. Its accounts receivable represents 
concentrations with students and th ird parties. Its loans to students are made through the Perkins 
Loan federal program. Students attending the University are typically from the Middle Tennessee 
area; however, there are many from out-of-state. 

NOTE C - LOANS RECEIVABLE 

Advances from the Federal government under the Perkins loan program are distributable to the 
Federal government upon liquidation of the fund and thus is reflected as an asset (under "Loans 
Receivable") and a liability (under "Federal Student Loan Funds") on the statements of financial 
position. 
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Cumberland University 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


May 31,2015 and 2014 


NOTE 0 - INVESTMENTS 


Investments are recorded at fair value . The historical cost and fair value were as fo llows at May 
31 : 

2015 2014 
Cost Fair value Cost Fair value 

Publicly traded stocks $ 6,839,646 $ 7,442,562 $ 6,986,833 $ 7,644,311 
Mutual funds 1,716,395 2,427,275 1,793,182 2,620,21 6 
Fixed income securities: 

Corporate bonds 50,000 49,222 50,000 47,309 
Municipal Bonds 

Certificates of deposit 404,817 402,797 741,407 744,088 
Cash and money market funds 1,212,706 1,212 ,706 425,103 425,103 
Real estate 39,700 39,700 39,700 39,700 
Accrued interest receivable 0 0 6,674 6,674 

$ 10,263,265 $ 11,574,261 $ 10,042,901 $ 11,527,400 

Investment income results for the years ended May 31 , 2015 and 2014, were as follows: 

2015 201 4 
Interest, dividends, and capital $ 531 ,951 $ 442,480 

gain distributions 
Realized gains (losses) (55,625) 399,119 
Unrealized gains (losses) ~173 , 503l 530,556 

$ 302,823 $ 1,372, 155 

The endowment investments by net asset class as of May 31 , 2015 are as follows: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor- Restricted Funds $ 1,666,039 $ 5,181,702 $ 4,726,522 $ 11 ,574,262 

The activity in the endowment investments for the year ended May 31 , 2015 is as follows: 

Temporarily Permanently 

Unrestricted Restricted Restricted Total 

Balance June 1, 2014 $ 1,873,776 $ 4,927,102 $ 4,726,522 $ 11,527,400 

Net transfers in (out) (267,429) (267,429) 
Interest, dividends and capital 
gain distributions 138,061 405,360 543,421 

Realized gains/(Iosses) 58,259 (113,884) (55,625) 
Unrealized gains (losses) ~136 ,628l ~36,876l ~173, 504l 

Balance May 31, 2015 $ 1,666, 039 $ 5,181,702 $ 4,726,522 $ 11 ,574,262 
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Cumberland University 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


May 31, 201 5 and 2014 


NOTE E - PLEDGES RECEIVABLE 

Pledges receivable are without collateral and consist of the fol lowing at May 31 : 

2015 2014 
Unconditional promises expected to be 

collected in : 
Less than one year $ 152,4 72 $ 102,673 
One to five years 198,000 267,441 
Total unconditional promises 350,472 370 ,114 

Less: amortized discount (20,867) (19,758) 
Less: allowance for unco llectible pledges 

Pledges receivable, net $ 329,605 $ 350, 356 

NOTE F - SPLIT-INTEREST AGREEMENTS 

The University is the charitable beneficia ry under a spl it-interest trust agreement. The trust 
provides for income to certain beneficiaries duri ng their lifetime. Agreements wh ich provide for 
third-party trustees are recorded as contributions receivable and gift revenue (see Note E). The 
trust agreement has been discounted over estimated li fe expectancies of the beneficiaries of trust. 

NOTE G - PROPERTY AND EQUIPMENT, NET 

Property and equipment, net is summarized as fo llows at May 31 : 

Land and improvements 
Buildings and improveme
Equipment 
Vans 
Library books 
C onstruction in process 

Less accumulated depre

nts 

ciation 

2015 
$ 1,006 ,498 

2 7 ,835 ,594 
7 ,275,483 

273,422 
1 ,251 ,767 

349, 389 
37, 992 ,153 
17,746,779 

2014 
$ 1,006,498 

2 7,789,180 
7, 14 1 ,598 

279 ,222 
1 ,243 ,917 

34 9,3 89 
3 7,809,804 
16,637,865 

$ 2 0, 2 4 5,374 $ 21 ,171 ,9 39 

NOTE H - BONDS PAYABLE 

Educational Faci lities Revenue Refunding and Improvement Bonds, at May 31 , 2015, in the 
amount of $10,500,000 are due in monthly payments of interest at 3% and semi-annual principal 
payments each year on April 1 and October 1 th rough Apri l 1, 2031 . The bonds are secured by a 
negative pledge agreement in favor of the lender. At May 31 , 2015, the University had drawn 
$10,500,000 of bond proceeds. Net of repayments, the outstanding balance at May 31, 2015 is 
$7 ,645,000. 
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Cumberland University 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


May 31,2015 and 2014 


NOTE H - BONDS PAYABLE (CONTINUED) 
Annual payments on the bonds are due as follows: 

Tota l 
Y e ar ending Princ ipal 

May 31 P a:rme nts 
2 0 1 6 $ 690 ,000 
20 17 670 ,000 
2 0 18 575, 000 
2019 590 ,00 0 
2020 400 ,000 

202 1 -202 5 2 ,080 ,000 
2026-20 3 0 2 ,2 0 0 ,000 

2031 440 ,000 
$ 7 ,645 ,000 

As of May 31, 2015, the Universi ty was not in compliance with the bond debt covenant related to 
debt service 
agreement. 

coverage. See the subsequent events footnote for detai ls of the forbearance 

NOTE I - NOTES PAYABLE 

Notes payable at May 31 , consist of the following: 

Notes payable to G MAC at 6.1 % and 7 .7 % intere st 
payable in month ly installme nts of interest and 
principal throug h A ugust 2014. The 
loans are secured by certai n veh icles , $ 

2015 

$ 

201 4 

5,868 

NOTE J - EMPLOYEE BENEFITS 

Retirement Plan 
The University participates in a retirement plan for the benefit of its employees which is 
administered by the Teacher's Insurance Annuities Association and College Retirement Equities 
Fund . The plan is a defined contribution plan in which the University's participation is limited to 
contributing an amount equal to the employees' contributions , which amounted to $-0- and 
$105 ,233 for the years ended May 31,2015 and 2014, respectively . 
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Cumberland University 


NOTES TO FI NANCIAL STATEMENTS (CONTINUED) 


May 31 , 2015 and 2014 


NOTE Q - FAIR VALUE MEASUREMENTS , CONTINUED 

The following table summarizes the classification of fair value assets as of May 31 , 2015: 

F air value at 
Ma:t 31, 2015 Level 1 Level 2 Level 3 

Publicly traded stocks $ 7,442,562 $ 7,442 ,562 $ $ 
Mutual funds 2,427 ,275 2,427,275 
Fixed income securities: 

Corporate bonds 49,222 49 ,222 
Municipal Bonds 
Certificates of deposit 402,797 402,797 

Cash and money market funds 1,212,706 1,212 ,706 
Real estate 39,700 39,700 
Accrued interest receivable 0 0 

$ 11,574 ,26 1 $ 11,534,56 1 $ 39,700 $ 

NOTE R - SUBSEQUENT EVENTS 

In preparing these financial statements , the University has evaluated events and transactions for 
potential recognition or disclosure through February 01 , 2016, the date the financial statements 
were available to be issued. 

As noted in footnote H, the University was not in compliance with its debt service covenants as of 
May 31, 20 15. As of January 1, 2016, the bank and the University executed a forbearance 
agreement. Under the terms of th is agreement, the University is requ ired to pay $1,310,000 in 
principal, due at execution. Then University must also pay interest monthly in arrears at 3% per 
annum starting January 2016, as long as the University grants the bank a first priority deed of 
trust lien on the main campus. In addition, there are further conditions of the forbearance 
agreement, including certain financial performance criteria, financial information reporting 
requirements, and a liquidity covenant of $2 ,000,000 of unrestricted liquid assets. The 
forbearance agreement will terminate on the earl ier of December 31, 2017, or the occurrence of 
any termination event, as defined in the agreement. 

The University intends to refinance the debt and notified the creditor of its intentions as of January 
26, 2016. As of February 01, 201 6, the debt had not been refinanced. 

NOTE S - RELATED PARTIES 

The former vice president of on line learning was also employed by the legal firm that represents 
Cumberland University. The form employee's fu il time employment was terminated as of 12/31 /14 
and was paid as a part time consultant from then until 03/3 1/15. Fees paid to the firm in the year 
ended 2015 amounted to $108, 904. 

One of the board members is also a partner in an advertiSing/marketing firm that provided 
services to the University. The amount bi lled in the year ended 2015 amounted to $ 268,252. 

17 




SUPPLEMENTAL INFORMATION 




Perkins Loan I-Jr''"\nr'r:'] 



72 W 51 Main StreetDEMPSEY 
lebanon, TN 37087VANTREASE (615) 4 4 4125 (615) 444-2639 (fax)

& FOLLIS LLC dv -plle.com • E-mail Infodvf-pllc.com 

INDEPENDENT AUDITOR'S REPORT ON INTE RNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ONAN AUD IT OF FINANCIAL STATEMENTS PERFORMEDIN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDA RDS 

To the Board of Trustees of Cumberland University 

We have audited , in accordance with the auditing standards genera lly accepted in the United States of America and the 
standards applicable to financial audits contained in Governrnent Auditing Standards issued by the Comptroller General of the 
United States , the financial statements of Cumberland Universi ty (a nonprofit organization), which comprise the statement of 
financial position as of May 31, 2015, and the related statements of activities , and cash flows for the year then ended, and the 
related notes to the financial statements, and have issued our report thereon dated February 01, 201 6. 

Internal Control Over Financial Reporti ng 

In planning and performing our audit of the financia l statements , we considered Cumberland University's internal control ove r 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the 
purpose of expressing our opinion on the financi al statements, but not for the purpose of expressing an opinion on the 
effectiveness of Cumberland Universitys internal control. Accordingly, we do not express an opinion on the effectiveness of 
Cumberland University. 

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 combina tion of deficiencies, in internal contro l, 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 enoug h to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the fi rst paragraph of th is section and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or Significan t deficiencies. Given 
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be materia l 
weaknesses. However, material weaknesses may exist that have not been identified . 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Cumberland Universitys fi nancial sta tements are free from material 
misstatement, we performed tests of its compl iance with ce rtain provisions of laws, regu lations, contracts, and grant 
agreements, noncompliance with which could have a di rect and material effect on the dete rmination of financial statement 
amounts. However, providing an opinion on compl iance with those provisions was not an objective of our audit , and 
accordingly , we do not express such an opin ion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 

Purpose of thi s 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 organization'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 
organization's internal control and compliance. Accordingly, this communication is not suitable for any other purpose. 

Lebanon , Tennessee 

Febru ary 01, 2016 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM 

AND ON INTERNAL CONTROL OVER COMP LIANCE REQU IRED BY OMB CIRCU LAR A-133 


To the Board of Trustees of 
Cumberland Universi ty 

Report on Compliance for Each Major Federal Program 

We have audited Cumberland University's compliance wi th the types of compliance requirements described in the 
OMB Circular A-133 Compliance Supplement that cou ld have a direct and material effect on each of Cumberland 
University's major federal programs for the yea r ended May 31, 2015 . Cumberland University's major federal 
programs are identified in the summary of auditor's results section of the accompan ying schedu le of findings and 
questioned costs. 

Management's Responsibility 

Management is responsible for compliance with the requ irements of laws, regu lations, contracts , and grants 
applicable to its federal programs. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for each of Cumberland University's major federal 
programs based on oLir audit of the types of compliance req uirements referred to above . We conducted our audit 
of compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptrol ler 
General of the United States; and OM B Circu lar A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. Those standards and OMB Circu lar A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompl iance with the types of compliance requi rements referred to above 
that could have a direct and material effect on a major federa l program occurred. An audit includes examining, on 
a test basis, evidence about Cumberland University 's compliance with those requirements and performing such 
other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compl iance for each major federal 
program. However, our audit does not provide a legal determination of Cumberland University's compl iance. 

Opinion on Each Major Federal Program 

In our opinion, Cumberland University complied , in al l material respects , with th e types of compliance 
requirements refe rred to above that coul d have a direct and material effect on each of its major federal programs 
for the year ended May 31, 2015 . 

Report on Internal Contro l Over Compliance 

Management of Cumberland University is responsible for establishing and maintaining effective internal control 
over compliance with the types of complian ce req uirements referred to above. In planning and performing our 
audit of comp liance, we considered Cumberland Universi ty' s interna l control over compliance with the types of 
requirements that could have a direct and materi al effect on each major federal prog ram to determine the auditing' 
procedures that are appropriate in the circu mstances for the purpose of expressing an opinion on compliance for 
each major federal program and to test and report on internal control over compliance in accordance with OMB 
Circular A-133 , but not for the purpose of expressing an opinion on the effectiveness of interna l control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of Cumberland University 's internal 
control over compliance. 

A deficiency in internal control over compliance exists when the deSign or operation of a control over compl iance 
does not allow management or employees, in the normal course of performing thei r assigned functions, to prevent, 
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely 
basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies , in 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Year ended May 31,2015 


Section I - Summary of Auditor's Reports 

Financial Statements 

Type of auditor's report issued: unqualified 

Internal control over fi nancial reporting: 

• 	 Material weakness(es) identified? 
• 	 Significant deficiencies identified 

that are not considered to be material 
weaknesses? 

Noncompliance materia l to fina ncial 
statements noted? 

Federal Awards 

Internal control over major programs: 

• 	 Material weakness(es) identified? 
• 	 Significant deficiencies identified 

that are not considered to be material 
weakness( es)? 

__yes X no 

__yes ---Lnone 
reported 

__yes _X_no 

__yes ~no 

__yes ---Lnone 
reported 

Type of auditor's report issued on compliance for major programs: unqualified 

Any audit findings disclosed that are 
required to be reported in accordance 
with section 51 O(a) of Circular A-133? 

Identification of major programs: 

CFDA Number(s) 

84 .007; 84.032; 
84.033; 84.038; 84.063 


__yes ---..Lno 

Name of Federal Program or Cluster 

Student Financial Aid Cluster 

Dollar threshold used to distinguish 
between type A and type B programs: $ 300,000 

Auditee qualified as low-risk auditee? 	 ~Yes no 
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