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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Council for Higher Education Accreditation

Opinion

We have audited the accompanying financial statements of Council for Higher Education Accreditation (the Council),
which comprise the statement of financial position as of June 30, 2022, and the related statements of activities,
functional expenses and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Council for Higher Education Accreditation as of June 30, 2022, and the changes in its net assets 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.
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 Council 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.

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 financial statements that are free
from material misstatement, whether due to fraud or error.

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 Council's ability to continue as a going concern
within 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 generally accepted auditing standards will always detect a material
misstatement when it exists.
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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, including omissions, 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 generally accepted auditing standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify 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.

o  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 Council's internal control. Accordingly, no such opinion is expressed.

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

o Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Council'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.

Change in Accounting Principle

As disclosed in Note 2 to the financial statements, Council for Higher Education Accreditation adopted Financial
Accounting Standards Board Accounting Standards Update (ASU) No. 2016-02, Leases (Topic 842), as amended,
and ASU 2020-07, Not-for-Profit Entities (Topic 958): Presentation and Disclosures by Not-for-Profit Entities for
Contributed Nonfinancial Assets. Our opinion is not modified with respect to these matters.

Wil adoug WC

HAN GROUP LLC
Washington, DC
October 28, 2022



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Statement of Financial Position
June 30, 2022

Assets
Cash and cash equivalents $ 3,120,024
Accounts receivable 587
Prepaid expenses 51,819
Investments 3,584,531
Investment in AMHIC, a reciprocal association 18,320
Investment in nonqualified employee benefit plan 125,763
Property and equipment, net 312,758
Right-of-use asset 1,117,126

Total assets $ 8,330,928

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses $ 180,874
Deferred revenue 1,778,150
Lease liability 1,233,423
Obligations under nonqualified employee benefit plan 125,763
Total liabilities 3,318,210
Net Assets
Without donor restrictions
Undesignated 924,937
Board designated 4,087,781
Total net assets 5,012,718
Total liabilities and net assets $ 8,330,928

See accompanying notes.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Statement of Activities
Year Ended June 30, 2022

Revenue and Support Without Donor Restrictions

Membership dues $ 2,970,783
Conference fees 141,280
Recognition fees 110,000
Other income 10,433
Investment loss, net (405,501)
Total revenue and support without donor restrictions 2,826,995
Expenses
Program services:
Membership Services 1,130,859
Government Relations 576,322
Recognition Policy 561,371
The Council’s International Quality Group 390,592
Research and Policy 56,266
Total program services 2,715,410
Management and general 447,037
Total expenses 3,162,447
Change in Net Assets Without Donor Restrictions (335,452)
Net Assets, beginning of year 5,348,170
Net Assets, end of year $ 5,012,718

See accompanying notes.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Statement of Functional Expenses
Year Ended June 30, 2022

Supporting
Program Services Services
The Council's Management
Membership Government Recognition International ~ Researchand  Total Program and
Services Relations Policy Quality Group Policy services General Total
Salaries and related expenses $ 730017 $ 476988 $ 441038 $ 317601 $ 45744 $ 2011388 $ 116862 $ 2,128,250
Professional fees and consultants 68,685 - 21,900 1,100 - 91,685 179,328 271,013
Travel 171,930 877 7,396 6,077 1,079 187,359 52,041 239,400
Occupancy 69,333 45,056 41,660 30,001 4,321 190,371 11,039 201,410
Depreciation 36,396 23,781 21,989 15,834 2,281 100,281 5,826 106,107
Information technology 28,627 18,439 17,049 12,455 1,768 78,338 4,517 82,855
Office expenses 22,286 8,839 8,173 5,964 848 46,110 30,161 76,271
Service fees and other expenses 3,585 2,342 2,166 1,560 225 9,878 47,263 57,141
Total Expenses $ 1130859 $ 576322 $ 561371 $ 390592 $ 56,266 $ 2,715410 $ 447,037 $ 3,162,447

See accompanying notes.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Statement of Cash Flows
Year Ended June 30, 2022

Cash Flows from Operating Activities
Change in net assets $ (335,452)
Adjustments to reconcile change in net assets to net cash
used in operating activities:

Depreciation 106,107
Realized and unrealized loss on investments 409,394
Change in the measurement of operating leases (7,084)
Change in operating assets and liabilities:
Accounts receivable 712
Prepaid expenses 10,485
Accounts payable and accrued expenses (9,878)
Deferred revenue 78,347
Obligations under nonqualified employee benefit plan (808,250)
Net cash used in operating activities (555,619)

Cash Flows from Investing Activities

Proceeds from sales of investments 952,195
Purchases of investments (147,840)
Purchases of property and equipment (102,934)
Net cash provided by investing activities 701,421
Net Increase in Cash and Cash Equivalents 145,802
Cash and Cash Equivalents, beginning of year 2,974,222
Cash and Cash Equivalents, end of year $ 3,120,024

See accompanying notes.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

1. Nature of Operations

Council for Higher Education Accreditation (the Council) is a District of Columbia nonprofit corporation. The
Council is dedicated to serving students and their families, colleges and universities, sponsoring bodies,
governments, and employers by promoting academic quality through formal recognition of higher education
accrediting bodies and working to advance self-regulation through accreditation. The Council fuffills its mission
by focusing its efforts in the six service areas listed below. The Council is primarily supported by membership
dues.

Membership services

Membership services acts as a primary national forum for accreditation and quality review through the
sponsorship of meetings and conferences involving the academic and accreditation communities, policy
makers, and the international community. Membership services also provides services to member
organizations through conducting research and policy analysis, maintenance of the Council's comprehensive
database and engaging university presidents in the policy and process of accreditation.

Government Relations

Government relations sustains and maintains a strategic and effective government relationship.

Recognition Policy

Recognition policy affirms that the standards and processes of the accrediting organization are consistent
with the academic quality, improvement and accountability expectations that the Council has established.

The Council’s International Quality Group

The Council’s International Quality Group (CIQG) advances international quality assurance and improvement,
assisting institutions as well as accreditation and quality assurance organizations in furthering capacity for
academic quality as they expand international engagements.

Research and Policy

The Council's research and policy analysis function identifies and addresses topics related to accreditation
and quality assurance practice and policy, nationally and internationally.

2. Summary of Significant Accounting Policies

Basis of Accounting

The accompanying financial statements of the Council have been prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America (GAAP).
Consequently, revenue is recognized when earned and expenses are recorded as obligations are incurred.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

2. Summary of Significant Accounting Policies (continued)

New Accounting Pronouncements Adopted

Leases

Financial Accounting Standards Board (FASB) Accounting Standards Update (ASU) 2016-02, Leases (Topic
842), as amended, changes the accounting treatment for operating leases by recognizing a lease asset and lease
liability at the present value of the lease payments in the statement of financial position and disclosing key
information about leasing arrangements.

Effective July 1, 2021 the Council adopted the ASU using the effective date transition method. Financial
information was not updated for periods prior to July 1, 2021. No cumulative effect of a change in accounting
principle resulted from the adoption.

The Council elected the following practical expedients allowed under the ASU:

o The practical expedients that permit no reassessment of whether any expired or existing contracts are
or contain a lease, the lease classification for any expired or existing leases, and any initial direct costs
for any existing leases as of the effective date and;

o The practical expedient that permits not separating lease and non-lease components for any lease.

As of June 30, 2022, the Council recognized an operating lease liability of $1,233,423 and a corresponding right
of use asset of $1,117,126 as shown on the accompanying statement of financial position. In addition, deferred
rent, formerly shown as a separate liability, was applied to reduce the right of use asset.

Contributed Nonfinancial Assets

Effective July 1, 2021, the Council adopted ASU 2020-07, Not-for-Profit Entities (Topic 958): Presentation and
Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets, which requires that an organization to
present contributions of nonfinancial assets as a separate line item apart from contributions of cash or other
financial assets on the statement of activities. Additionally, the categories of recognized contributed nonfinancial
assets, how the services were utilized and the valuation techniques and inputs used to arrive at a fair value
measure are disclosed. The Council adopted ASU 2020-07 on a retrospective basis. The presentation and
discloses of contributed nonfinancial assets have been enhanced in accordance with the standards. The Council
had no contributed nonfinancial assets in the year ended June 30, 2022.

Cash and Cash Equivalents

The Council considers all highly liquid instruments, which are to be utilized for current operations and which
have an original maturity of three months or less, to be cash and cash equivalents. All other highly liquid
instruments, which are to be used for the long-term purposes of the Council, are classified as investments.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

2. Summary of Significant Accounting Policies (continued)

Accounts Receivable

The Council’'s accounts receivable consist primarily of amounts due from conference registrations and from
sponsorships at June 30, 2022. There was no allowance recorded as the entire balance has been deemed
by management to be fully collectible within one year. If an amount becomes uncollectible, it is expensed
when that determination is made.

Investments

Investments are measured at fair value and are composed of equity funds, fixed income mutual funds, money
market funds and cash equivalents held for long-term purposes, retirement annuities and guaranteed funds.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Unrealized gains or losses on investments
are determined by the change in fair value at the beginning and end of the reporting period. Investment income
is presented net of investment advisory and management fees on the accompanying statement of activities.
Net realized and unrealized gains or losses on investments are included in net investment income on the
accompany statement of activities.

Investment in AMHIC, A Reciprocal Association

The Council holds a subscriber savings account with AMHIC, A Reciprocal Association (AMHIC). AMHIC is
reciprocal insurance exchange and captive insurer that acts as an insurer of health care and other employee
benefits for healthcare, research, or other public service associations. AMHIC's Board of Directors may
allocate AMHIC's net income to its subscribers’ accounts. The Council carries its investment in AMHIC at fair
value with adjustments to the subscriber saving account included in investment income. The funds in the
subscriber savings account, less any amounts due to AMHIC from the Council, will become available to the
Council upon the termination of its agreement with AMHIC.

Property and equipment

Property and equipment with a cost over $5,000 with a projected useful life exceeding one year are capitalized
at cost. Depreciation is computed using the straight-line method over the estimated useful lives of the assets,
which range from three to five years. Expenditures for minor and routine repairs and maintenance are
expensed as incurred. Upon retirement or disposal of assets, the cost and accumulated depreciation are
eliminated from the accounts and the resulting gain or loss is reported on the statement of activities, as
appropriate.

Leases

The Council accounts for leases in accordance with FASB Accounting Standards Update (ASU) No. 2016-02,
Leases (Topic 842), as amended. The Council determines if an arrangement is or contains a lease at contract
inception. The Council recognizes a right-of-use (ROU) asset and a lease liability at the lease commencement
date.



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

2. Summary of Significant Accounting Policies (continued)

Leases (continued)

ROU assets for operating and finance leases are periodically reduced by impairment losses. The Council
uses the long-lived assets impairment guidance in ASC Subtopic 360-10, Property, Plant, and Equipment —
Overall, issued by FASB, to determine whether an ROU asset is impaired, and if so, the amount of the
impairment loss to recognize. The Council monitors for events or changes in circumstances that require a
reassessment of one of its leases. When a reassessment results in the remeasurement of lease liability, a
corresponding adjustment is made to the carrying amount of the corresponding ROU asset unless doing so
would reduce the carrying amount of the ROU asset to an amount less than zero. In that case, the amount of
the adjustment that would result in a negative ROU asset balance is recorded as a gain or loss.

The operating lease ROU asset is presented as right-of-use asset on the accompanying statements of
financial position. The Council currently has no finance leases.

The Council has elected not to recognize ROU assets and lease liabilities for short-term leases that have a
lease term of twelve months or less. The Council recognizes the lease payments associated with its short-
term leases as an expense on a straight-line basis over the lease term. Variable lease payments associated
with these leases are recognized and presented in the same manner as for all other leases of the Council.

The Council made an accounting policy election by class of underlying assets to account for each separate
lease component of a contract and its associated non-lease components (lessor-provided maintenance) as a
single lease component.

The Council elected to use a risk-free rate as the discount rate for the lease.

Classification of Net Assets

e Net Assets Without Donor Restrictions represent funds that are not subject to donor-imposed
stipulations and are available for support of the Council's general operations. The Board of Directors
has designated certain net assets without donor restrictions for various reserves as disclosed in Note
7, Liquidity and Availability of Resources.

o Net Assets With Donor Restrictions represent funds that are subject to donor-imposed restrictions.
Some donor-imposed restrictions are temporary in nature, such as those that will be met by the
passage of time or other events specified by the donor. Other donor-imposed restrictions are perpetual
in nature, where the donor stipulates that resources be maintained in perpetuity. The Council did not
have any donor-imposed restrictions which are perpetual in nature at June 30, 2022.

Use of Estimates
The preparation of financial statements in conformity GAAP requires management to make estimates and

assumptions that affect certain amounts reported on the financial statements and accompanying notes. Actual
results could differ from those estimates.

10



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

2. Summary of Significant Accounting Policies (continued)

Revenue Recognition

Membership Dues

Membership dues are generally received in advance of the membership period and are recognized as revenue
on a pro-rata basis over the membership period. Membership dues received, which are applicable to the
following year, are included in deferred revenue. Conversely, any amounts due for past periods would be
included in accounts receivable. The balance of deferred membership dues at June 30, 2022 was $1,778,150
and is presented as deferred revenue on the accompanying statement of financial position.

Conference fees

Conference fees are generally received in advance and are recognized as revenue when the related
conference or meetings takes place. Fees received in advance are recorded as deferred revenue. Conversely
any amounts due after a conference has taken place would be recorded in accounts receivable. There were
no deferred conference fees at June 30, 2022.

Recognition fees

Recognition fees are generally received with the application and are recognized at the time the application is
submitted for review. The Council believes this method provides a faithful depiction of the transfer of goods
and services over the term of the performance obligation based on inputs needed to satisfy the obligation.
Any amounts received in advance would be deferred until that time. Conversely, any fees due after the
services were performed would be included in receivables. There were no deferred recognition fees at June
30, 2022.

Functional Allocation of Expenses

The costs of providing program and supporting services have been summarized on a functional basis on the
accompanying statement of activities. The statement of functional expenses presents expenses by function
and natural classification. The Council incurs expenses that directly relate to, and can be assigned to, a
specific program or supporting activity. The Council also conducts a number of activities which benefit both
its program objectives as well as supporting services. These costs, which are not specifically attributable to a
specific program or supporting activity, are allocated by management on a consistent basis among program
and supporting services benefited based on the distribution of labor. Expenses allocated include salaries and
related expenses, travel, occupancy, depreciation, information technology, office expenses, and service fees
and other expenses.

3. Concentrations

Financial instruments that potentially subject the Council to significant concentrations of credit risk consist of cash
deposits and investments. The Council maintains cash deposits and investments with various financial institutions
that exceed insurable limits under the Federal Deposit Insurance Corporation (FDIC) and the Securities Investor
Protection Corporation (SIPC). The Council has not experienced any losses on its cash deposits and investments
to date as it relates to FDIC or SIPC insurance limits. Management periodically assesses the financial condition
of the institutions and believes that the risk of any loss is minimal.

11



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

3 Concentrations (continued)
The Council invests funds in a professionally managed portfolio of marketable securities. Such investments are
exposed to market and credit risks. Therefore, the Council's investments may be subject to significant fluctuations
in fair value. As a result, the investment balances reported on the accompanying financial statements may not be
reflective of the portfolio’s value during subsequent periods.

4, Investments

Investments consist of the following at June 30, 2022:

Equity funds $ 1,870,223

Fixed income mutual funds 1,674,936

Money market funds and cash equivalents 39,372

Total investments $ 3,584,531
5. Fair Value Measurements

The three levels of the fair value hierarchy for recurring fair value measurements are prioritized based on the
inputs to valuation techniques used to measure fair value and are as follows:

o Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Council has the ability to access.

o Level 2: Inputs to the valuation methodology include (1) quoted prices for similar assets or liabilities
in active markets; (2) quoted prices for identical or similar assets or liabilities in inactive markets; (3)
inputs other than quoted prices that are observable for the asset or liability; and (4) inputs that are
derived principally from or corroborated by observable market data by correlation or other means. If
the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.

o Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

12



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

5. Fair Value Measurements (continued)

The following is a summary of input levels used to determine fair values, measured on a recurring basis, of
investments and the obligations under the nonqualified employee benefit plan at June 30, 2022:

Level 1 Level 2 Level 3 Total

Investments:
Equity funds $ 1870223 $ - $ - $ 1870223
Fixed-income mutual fund 1,674,936 - - 1,674,936
Money market funds and cash equivalents 39,372 - - 39,372
Investment portfolio investments at fair value 3,584,531 - - 3,584,531
Investment in AMHIC - - 18,320 18,320
Investments in nonqualified employee benefit plan:

Retirement annuities 111,677 - 4,476 116,153

Guaranteed funds 9,610 - - 9,610
Total investments at fair value $ 3705818 $ -3 22,796 $ 3,728,614
Liabilities:
Obligations under nonqualified employee benefitplan ~ $ 121,287 $ - $ 4476 $ 125,763

Level 3 Gains and Losses

The Council’s activity for investments and liabilities measured at fair value on a recurring basis using
unobservable inputs for the year ended June 30, 2022 were as follows:

Level 3
Retirement Level 3
annuities and Investment in
related liability AMHIC
Level 3 investments — beginning of year $ 49,981 $ 18,320
Contributions 13,975 -
Net investment earnings (59,480) -
Level 3 investments — end of year $ 4,476 $ 18,320

13



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

5. Fair Value Measurements (continued)

Investments and the Obligations under the nonqualified employee benefit plan are measured at fair value
based on the following valuation techniques:

o Equity funds, fixed income mutual funds, guaranteed funds, money markets funds and cash equivalents
and level 1 retirement annuities are valued using the market approach where prices and other relevant
information generated by market transactions involving identical or comparable assets or liabilities.

e Investments in AMHIC and level 3 retirement annuities are valued using the income approach which
includes techniques that convert future amounts to a single present value based on market expectations.
These techniques may include present value techniques, option-pricing and excess earnings models.

The methods described above may produce a fair value calculation that may not be indicative of the net
realizable value or reflective of future fair values. While the Council believes that the valuation methods are
appropriate and consistent with those of other market participants, the use of different methodologies or
assumptions to determine the fair value of certain financial instruments could result in a different fair value
measurement at the reporting date.

6. Property and Equipment

The Council held the following property and equipment at June 30, 2022:

Furniture and equipment $ 103,186
Computer equipment and software 389,567
Leasehold improvements 147,086
Trademark and copyright 7,759
647,598
Less: accumulated depreciation and amortization (334,840)
Property and equipment, net $ 312,758

14



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

7. Liquidity and Availability of Resources
The following schedule reflects the Council’s financial assets as of June 30, 2022, reduced by amounts not
available for general use within one year. All financial assets listed below are considered to be convertible to
cash within one year.

Financial Assets:

Cash and cash equivalents $ 3,120,024
Accounts receivable 587
Investments 3,584,531
Total financial assets 6,705,142
Less those unavailable for general expenditures within one year:
Board designated — general reserve (3,274,573)
Board designated — emergency reserve (500,000)
Board designated — executive compensation reserve (309,958)
Board designated — fixed asset fund (3,250)
Total unavailable for general expenditures within one year (4,087,781)

Financial assets available to meet cash needs for general
expenditures within one year $ 2,617,361

The Council's policy is to structure its financial assets to be available as its general expenditures, liabilities,
and other obligations become due. The Council operates with a balanced budget and without any short or
long term non-operating debt. At June 30, 2022, the Council had remaining financial assets equivalent to
approximately ten months of budgeted operating expenses. The Board designates reserves for general and
other purposes, as detailed above which are included in net assets without donor restrictions on the
accompanying statement of financial position. Should the need arise, the Board may approve releases of the
reserves.

8. Lease
In June 2018, the Council entered into an operating lease agreement for office space expiring on June 30,
2028. The Council records monthly rent expense on a straight-line basis equal to the total rent due over the

lease term. Rent expense was $201,410 for the year ended June 30, 2022 and is included in occupancy on
the accompanying statement of functional expenses.

15



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

8. Lease (continued)

The table below presents a maturity analysis of the operating lease liability and a reconciliation of the total

amount of the liability in the statement of financial position as of June 30, 2022:

2023
2024
2025
2026
2027
Thereafter

Total future minimum lease payments
Less: discount for present value

Present value of future minimum lease payments
Less: current obligations under lease

Long-term lease obligations

$

211,234
216,498
221,886
227,426
233,116
238,958

1,349,118
(115,695)

1,233,423
(187,811)

$

1,045,612

Lease costs and other related information for the year ended June 30, 2022 were as follows:

Lease cost:
Operating lease cost
Variable lease cost

Total lease cost

Other information related to the lease:
Operating cash flows for operating lease
Weighted average remaining lease term (years)
Weighted average discount rate

9. Commitments and Contingencies

Employment Agreement

$ 199,930
1,480
$ 201,410
$ 7,084
6
3%

The Council entered into an employment contract with its President in July 2020 that documents the terms
and conditions of employment. Under the terms of the contract, should the Council terminate the President’s
employment without cause, the Council will be obligated to pay severance equivalent to six months at the
salary rate in effect upon termination. In addition, the Council would be obligated to pay for certain benefits

over that six-month period.

16



COUNCIL FOR HIGHER EDUCATION ACCREDITATION
Notes to Financial Statements
June 30, 2022

10.

11.

12.

Retirement Plan

The Council maintains a tax-deferred annuity plan qualified under section 403(b) of the Internal Revenue
Code (the Code). The council contributes twelve percent of gross salaries for eligible employees to the plan.
Employees may make elective contributions to the plan up to the maximum allowed by the Code.

The Council also maintains a nonqualified compensation plan (the Plan) under Code 457(b) for eligible
employees including the President, Vice Presidents, and Director of Operations. The Council makes non-
elective contributions to the Plan up to the maximum amount allowed by the Code. The assets and
corresponding liabilities related to the plan totaled $125,763 at June 30, 2022 and are presented as
investments in nonqualified employee benefit plan and obligations under nonqualified employee benefit plan,
respectively on the accompanying statement of financial position.

For the year ended June 30, 2022, the Council contributed $208,543 on behalf of its employees to the
retirement plans which is included in salaries and related expenses on the accompanying statement of
functional expenses.

Income Taxes

Under Section 501(c)(3) of the Code, the Council is a nonprofit and is exempt from federal taxes on income
other than net unrelated business income. The Council did not have any material unrelated business income
tax liability for the year ended June 30, 2022.

The Council follows the authoritative guidance relating to accounting for uncertainty in income taxes included
in Accounting Standards Codification Topic 740-10, Income Taxes. These provisions provide consistent
guidance for the accounting for uncertainty in income taxes recognized in an entity’s financial statements and
prescribe a threshold of “more likely than not” for recognition and derecognition of tax positions taken or
expected to be taken in a tax return. It is the Council’s policy to recognize interest and/or penalties related to
uncertain tax positions, if any, in income tax expenses.

The Council performed an evaluation of uncertain tax positions for the year ended June 30, 2022 and
determined that there were no matters that would require recognition on the financial statements or that may
have any effect on its tax-exempt status. The statute of limitations generally remains open for three tax years
with the U. S. federal jurisdiction or the various states and local jurisdictions in which the Council files tax
returns.

Subsequent Events
In preparing these financial statements, the Council has evaluated events and transactions for potential

recognition or disclosure through October 28, 2022, the date the financial statements were available to be
issued. There were no subsequent events that require recognition of, or disclosure in, the financial statements.
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