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Report of Independent Auditors

To the Board of Trustees
Clarkson University
Potsdam, New York

In our opinion, the accompanying consolidated statements of financial position and the related
consolidated statements of activities and cash flows present fairly, in all material respects, the financial
position of Clarkson University (the “University”) as of June 30, 2012 and 2011, and the changes in their
net assets and their cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America. These consolidated financial statements are the
responsibility of University’s management. Our responsibility is to express an opinion on these financial
statements based on our audits. We did not audit the financial statements of The Beacon Institute, Inc., a
wholly-owned subsidiary, which statements reflect total assets of $11,806,444 of the related consolidated
total as of June 30, 2012, and total revenues of $2,997,122 of the related consolidated total for the year
then ended. Those statements were audited by other auditors whose report thereon has been furnished to
us, and our opinion expressed herein, insofar as it relates to the amounts included for The Beacon
Institute, Inc., is based solely on the report of the other auditors. We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

As discussed in Note 12 to the consolidated financial statements, the University acquired The Beacon
Institute, Inc. effective October 3, 2011 and accounted for it in accordance with ASC 958, Not-for-Profit
Entities. In addition, as discussed in Note 3 to the consolidated financial statements, the University
changed the manner in which it classifies accumulated total investment returns within net assets as a
result of the adoption of ASC 958, Not-for-Profit Entities (formerly FASB Staff Position No. 117-1) as of
July 1, 2010.

PricewaterhouseCoopers LLP, 1100 Bausch & Lomb Place, Rochester, NY 14604-2705
T: (585) 232 4000, F: (585) 454 6594, www.pwc.com/us



pwec

In accordance with Government Auditing Standards, we have also issued our report dated November

15, 2012 on our consideration of the University’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters for the year ended June 30, 2012. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying Schedule of Expenditures of Federal Awards for the year then ended June 30,
2012 is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a
required part of the financial statements. The information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The Schedule of Expenditures of Federal Awards 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 the financial statements themselves and other additional
procedures, in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in
relation to the financial statements taken as a whole.

ﬂwafé//{ﬂlm é/yzw &“r2

November 15, 2012



Clarkson University
Consolidated Statements of Financial Position
June 30, 2012 and 2011

2012 2011
Assets
Cash and cash equivalents $ 13,845,084 $ 1,236,312
Short term investments 670,903 662,370
Deposits with trustee of debt obligations 9,089,466 3,662,346
Accounts receivable, net 12,787,987 11,642,604
Inventories 298,004 312,511
Prepaid expenses 1,281,977 1,459,582
Pledges receivable, net 8,169,475 9,342,513
Investments 148,103,174 162,069,162
Notes receivable - students, net 7,269,389 8,273,179
Other assets 3,870,743 3,331,651
Property and equipment, net 163,518,644 143,144,712
Total assets $ 368,904,846 $ 345,136,942
Liabilities and Net Assets
Liabilities
Accounts payable $ 5,126,719 $ 5,249,693
Accrued payroll and payroll tax 1,702,959 1,869,074
Students' deposits and advances 2,150,420 1,914,215
Deposits held in custody 1,316,203 1,194,856
Present value of annuities payable 3,332,971 3,513,714
Deferred revenue 3,598,558 3,436,435
Other liabilities 2,736,749 3,580,173
Accrued postretirement benefits 26,208,016 18,518,626
Outstanding debt 68,776,174 44,550,308
Conditional asset retirement obligation 7,261,914 6,897,901
Federal and other loan programs 7,375,193 7,049,283
Total liabilities 129,585,876 97,774,278
Net assets
Unrestricted 100,760,579 107,128,694
Temporarily restricted 29,908,406 33,892,125
Permanently restricted 108,649,985 106,341,845
Total net assets 239,318,970 247,362,664
Total liabilities and net assets $ 368,904,846 $ 345,136,942

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

Consolidated Statement of Activities

Year Ended June 30, 2012

Operating Revenues

Tuition and fees

Less: University funded scholarships
Government funded student aid

Net tuition and fees

State appropriations

Interest on student loans
Government contracts and grants
Private gifts and grants

Private grants-costs recovered

Sales and services of educational
and general departments

Housing, dining and recreational services
Related entities

Other sources

Allocation of endowment

return for spending

Net assets released from restrictions

Total operating revenues

Operating Expenses
Educational and general
Instruction
Research
Conferences and workshops
Academic support
Student services
General institution support
Related entities

Total educational and general
Housing, dining and recreational services
Total operating expenses

Increase from operating activities

2012

Temporarily

Permanently

Unrestricted Restricted Restricted Total 2011
$ 118,567,995 $ - $ - $118,567,995 $ 105,322,937
(69,982,870) - - (69,982,870) (61,233,220)
(912,359) - - (912,359) (1,233,455)
47,672,766 - - 47,672,766 42,856,262
253,837 - - 253,837 262,349
3,995 - 34,766 38,761 41,513
14,620,013 42,438 - 14,662,451 19,052,546
8,862,136 2,740,077 2,397,782 13,999,995 15,228,612
875,848 - - 875,848 822,347
797,895 - - 797,895 774,571
24,862,610 - - 24,862,610 22,817,830
4,405,676 - - 4,405,676 1,383,726
2,938,573 46,069 - 2,984,642 3,730,080
4,755,426 2,633,630 66,002 7,455,058 7,908,125
4,658,227 (4,657,225) (1,002) - -
114,707,002 804,989 2,497,548 118,009,539 114,877,961
43,691,290 - - 43,691,290 40,757,311
14,263,772 - - 14,263,772 12,842,117
763,429 - - 763,429 683,509
9,731,166 - - 9,731,166 8,643,704
13,053,999 - - 13,053,999 13,149,961
13,665,229 - - 13,665,229 12,976,868
3,474,052 - - 3,474,052 1,384,768
98,642,937 - - 98,642,937 90,438,238
14,693,214 - - 14,693,214 13,559,167
113,336,151 - - 113,336,151 103,997,405
$ 1,370,851 $ 804,989 $ 2,497548 $ 4,673,388 $ 10,880,556

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

Consolidated Statement of Activities

Year Ended June 30, 2012

Nonoperating Activity

Loss on disposal of assets

Adjustment on notes receivable

Change in value of annuities payable
Postretirement benefit expense

Realized and unrealized gains (losses), net
Conditional assetretirement obligation
Other income (expense)

Postretirement related adjustments other
than net periodic benefits costs

Increase (decrease) from
nonoperating activity

Change in net assets before acquisition

Contribution received through acquisition

Change in netassets

Net assets
Beginning of year

End of year

2012
Temporarily Permanently

Unrestricted Restricted Restricted Total 2011
$ (517,439) $ - $ - $ (517,439) $ (645,671)
(343,761) - - (343,761) (575,571)
1,098 (95,613) (66,135) (160,650) 476,737
(254,025) - - (254,025) (370,263)
(6,078,066) (4,405,883) - (10,483,949) 22,434,757
(373,241) - - (373,241) (218,839)
7,688 (354,524) (128,273) (475,109) (483,460)
(6,826,878) - - (6,826,878) (112,519)
(14,384,624) (4,856,020) (194,408) (19,435,052) 20,505,171
(13,013,773) (4,051,031) 2,303,140 (14,761,664) 31,385,727
6,645,658 67,312 5,000 6,717,970 -
(6,368,115) (3,983,719) 2,308,140 (8,043,694) 31,385,727
107,128,694 33,892,125 106,341,845 247,362,664 215,976,937

$ 100,760,579 $ 29,908,406 $ 108,649,985

$ 239,318,970

$ 247,362,664

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

5



Clarkson University

Consolidated Statement of Activities

Year Ended June 30, 2011

Operating Revenues

Tuition and fees

Less: University funded scholarships
Government funded student aid

Net tuition and fees

State appropriations

Interest on student loans
Government contracts and grants
Private gifts and grants

Private grants-costs recovered

Sales and services of educational
and general departments

Housing, dining and recreational services
Related entity

Other sources

Allocation of endowment

return for spending

Net assets released from restrictions

Total operating revenues

Operating Expenses
Educational and general
Instruction
Research
Conferences and workshops
Academic support
Student services
General institution support
Related entity

Total educational and general
Housing, dining and recreational services
Total operating expenses

Increase from operating activities

Temporarily

Permanently

Unrestricted Restricted Restricted Total
$ 105,322,937 $ - - $105,322,937
(61,233,220) (61,233,220)
(1,233,455) (1,233,455)
42,856,262 - - 42,856,262
262,349 262,349
7,617 33,896 41,513
19,018,989 33,557 19,052,546
7,111,127 3,758,826 4,358,659 15,228,612
822,347 822,347
774571 774571
22,817,830 22,817,830
1,383,726 1,383,726
3,548,054 17,341 164,685 3,730,080
5,101,835 2,728,545 77,745 7,908,125
4,534,549 (4,645,214) 110,665 -
108,239,256 1,893,055 4,745,650 114,877,961
40,757,311 40,757,311
12,842,117 12,842,117
683,509 683,509
8,643,704 8,643,704
13,149,961 13,149,961
12,976,868 12,976,868
1,384,768 1,384,768
90,438,238 - - 90,438,238
13,559,167 13,559,167
103,997,405 - - 103,997,405
$ 4241851 $ 1,893,055 $ 4,745650 $ 10,880,556

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

Consolidated Statement of Activities

Year Ended June 30, 2011

Nonoperating Activity

Loss on disposal of assets

Adjustment on notes receivable

Change in value of annuities payable
Postretirement benefit expense

Realized and unrealized gains (losses), net
Conditional asset retirement obligation
Other expense

Postretirement related adjustments other
than net periodic benefits costs

Increase (decrease) from
nonoperating activity

Change in net assets before
accounting change
Cumulative effect of change in
accounting principle

Change in netassets

Net assets
Beginning of year

End of year

Unrestricted

Temporarily Permanently
Restricted Restricted Total

$  (645671) $ - % - $  (645671)

(575,571) (575,571)
442,774 33,963 476,737

(370,263) (370,263)
12,029,971 10,404,786 22,434,757

(218,839) (218,839)

(64,413) (310,092) (108,955) (483,460)

(112,519) (112,519)
10,042,695 10,537,468 (74,992) 20,505,171
14,284,546 12,430,523 4,670,658 31,385,727
(11,627,029) 11,627,029 - -
2,657,517 24,057,552 4,670,658 31,385,727
104,471,177 9,834,573 101,671,187 215,976,937

$ 107,128,694 $

33,892,125 $ 106,341,845 $ 247,362,664

The accompanying notes are an integral part of these consolidated financial statements.
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Clarkson University
Consolidated Statements of Cash Flows
Years Ended June 30, 2012 and 2011

Cash flows from operating activities
(Decrease) Increase in net assets
Adjustments to reconcile change in net assets
to net cash (used in) provided by operating activities
Contribution received through acquisition
Premiums on long-term debt issuances
Depreciation and amortization
Loss on disposal of assets
Provision for uncollectible accounts
Contributed securities for operating purposes
Contributions received for long-term investment
Contributions received for investment in annuity agreements
Net realized and unrealized (gain) loss on investments
Adjustment on loans receivable
Conditional asset retirement obligation
Forgiveness of debt
Change in assets and liabilities
Accounts receivable
Pledges receivable
Inventories
Prepaid expenses
Accounts payable
Accrued payroll and payroll taxes
Conditional asset retirement obligation
Students’ deposits and advances
Other liabilities
Postretirement benefits
Deposits held in custody
Present value of annuities payable

Net cash provided by operating activities

Cash flows from investing activities

Proceeds from maturity/sale of investments

Purchase of investments

Increase in short term investments

Decrease (Increase) in deposits w ith trustee of debt obligations
Student loans advanced

Student loans collected

Other assets collected

Cash acquired in acquisition of Beacon, net of consideration paid
Purchase of property and equipment

Net cash used in investing activities

Cash flows from financing activities

Deferred financing costs

Contributions received for long-term investment
Contributions received for investment in annuity agreements
Proceeds from borrow ing

Payment of debt principal

Other changes in government loan funds

Net cash (used in) provided by financing activities
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Supplemental disclosures
Interest paid
Noncash transactions
Securities contributions
In-kind contributions
Increase (decrease) in construction-related payables
Lease asset
Asset retirement cost

2012 2011
(8,043,694) 31,385,727
(6,717,970) -

1,085,823 -
7,663,717 6,672,114
503,180 645,671
104,338 71,683
(580,560) (373,749)
(2,545,999) (4,116,377)
(284,755) (641,105)
5,295,156 (28,051,524)
343,761 575,571
443,638 462,274
(333,340) (333,340)
1,386,186 (3,810,025)
1,173,038 (3,942,268)
29,163 17,129
203,433 80,083
(3,880,258) 468,967
(166,115) (183,885)
(69,294) (251,096)
236,205 217,663
(674,690) 1,546,101
7,689,390 776,962
121,347 47,024
(180,743) 536,594
2,800,957 1,800,194
28,716,135 36,175,133
(18,631,135) (25,307,024)
(8,533) (10,069)
(5,427,120) 16
(341,750) (335,500)
1,324,468 1,253,521
125,611 209,355
190,434 -

(20,172,423) (22,061,116)

(14,224,313) (10,075,684)

(1,059,537) -
1,507,617 2,959,274
284,755 641,105
35,800,000 -

(12,826,617) (4,077,489)

325,910 373,329
24,032,128 (103,781)
12,608,772 (8,379,271)
1,236,312 9,615,583
13,845,084 1,236,312
2,219,171 1,826,479
1,414,168 1,528,858
204,774 1,995
1,310,376 (1,304,887)
- 1,499,269

(10,331) (40,136)

The accompanying notes are an integral part of these consolidated financial statements.
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Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

1. Summary of Significant Accounting Policies

Organization

Clarkson University (the “University”) is an independent, co-educational, nonprofit, nonsectarian
institution of higher education. J.R. Weston, Inc. (“Weston”, shown as “Related Entity” within the
Statement of Activities) is a for-profit, wholly owned subsidiary of the University. Weston
operations consist of real estate rentals and hotel operation. The Beacon Institute, Inc. (“Beacon”,
shown as “Related Entity” within the Statement of Activities) is a not-for-profit organization of which
the University is the sole member. It was established to advance understanding and protection of
the world’s rivers and estuaries. On October 3, 2011 the University and Beacon entered into an
agreement pursuant to which the University became the sole member of Beacon. For further
information regarding the acquisition please see Note 12 below. All significant intercompany
accounts and transactions are eliminated in consolidation.

Basis of Accounting
The financial statements are prepared on the accrual basis of accounting.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and reported amounts of revenues and expenses
during the reporting period. Management’'s most significant use of estimates were for calculating
allowances for receivables, GATE pledge payment liability for loan program, investment valuations,
accrued postretirement benefit liabilities and asset retirement obligation costs. Actual results could
differ from those estimates.

Risks and Uncertainties

Investment securities are exposed to various risks, such as interest rate, market and credit. Due to
the level of risk associated with certain investment securities and the level of uncertainty related to
changes in the value of investment securities, it is at least reasonably possible that changes in risk
in the near term could materially affect the amounts reported in the statement of financial position
and the statement of activities.

Net Assets

The accompanying financial statements present information regarding the University’s financial
position and activities according to three classes of net assets: unrestricted, temporarily restricted,
and permanently restricted. The three classes are differentiated by the presence or absence of
donor restrictions. Net assets having similar characteristics have been classified into the following
categories:

Unrestricted net assets may be designated for specific purposes by the University or may be
limited by contractual agreements with outside parties. Unrestricted net assets include operating,
plant, and internally designated plant and funds functioning as endowment funds.

Temporarily restricted net assets whose use by the University is subject to donor-imposed or legal
stipulations that can be fulfilled by actions of the University pursuant to those stipulations or that
expire with the passage of time. Realized and unrealized gains on permanently and temporarily
restricted assets are reported as temporarily restricted net assets until appropriated by board of
trustees in accordance with New York State law.



Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

Permanently restricted net assets subject to donor-imposed stipulations that they be maintained
permanently or until prudently appropriated by the Board of Trustees of the University in
accordance with New York State law. Generally, the donors of these assets permit the University
to use all or part of the investment return on these assets to support program activities, principally
financial aid and instruction.

Expenses are generally reported as decreases in unrestricted net assets. Expirations of
donor-imposed stipulations that simultaneously increase one class of net assets and decrease
another are reported as reclassifications between the applicable classes of net assets as “net
assets released from restrictions.” Temporarily restricted contributions received and expended for
the restricted purpose in the same fiscal year are recorded as unrestricted net assets.

Cash and Cash Equivalents
Cash and cash equivalents include certain highly liquid debt instruments with original maturities of
three months or less, unless they are part of long-term investment pools.

Deposits with Trustee of Debt Obligations

Deposits with trustee of debt obligations represent debt service and certain reserve funds required
by the trustee. There were unexpended bond proceeds of $7,426,345 and $0 at June 30, 2012
and 2011, respectively.

Contributions

Contributions, including unconditional pledges, are recognized as revenues when donors’
commitments are received. Conditional pledges are recognized as revenues when the conditions
are substantially met. Unconditional pledges to be received in future years are discounted, as of
the date of the contribution, at a corporate bond rate commensurate with the pledge payment
schedule, and are classified as either permanently restricted or temporarily restricted.
Contributions specified for the acquisition or construction of long-lived assets is reported as
unrestricted net assets when the assets are placed in service.

Pledges receivable at June 30 are due as follows:

2012 2011
In less than one year $ 2,933,725 $ 5,613,679
In one to five years 4,415,883 3,931,270
Greater than five years 1,710,000 810,000
Gross receivable 9,059,608 10,354,949
Present value discount and reserve 890,133 1,012,436
Net receivable $ 8,169,475 $ 9,342,513

At June 30, 2012, the University had outstanding conditional pledges of approximately $45,255,278
gross.

Investments

Investments are stated at fair value. Net appreciation or depreciation in the fair value of
investments, which consists of the realized gains or losses and the unrealized appreciation or
depreciation on those investments, are recognized in the statement of activities. Realized gains
and losses on the sale of investments are generally determined on the specific identification
method on the trade date.

10



Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

Inventories
Inventories are stated at the lower of cost, (first-in; first-out) or market.

Property and Equipment

Buildings, grounds, equipment, and construction in progress are stated at cost, or, in the case of
gifts, at fair value at date of donation, less accumulated depreciation. Expenditures for
maintenance, repairs and renewals of relatively minor items are not capitalized. The cost of assets
disposed of and related accumulated depreciation are eliminated from the accounts.

Impairment losses are recognized when the carrying value of an asset exceeds its fair value. The
University regularly assesses all of its long-lived assets for impairment and has determined that no
impairment loss need be recognized in the periods presented. Depreciation is computed on a
straight-line basis over the estimated useful lives of the related assets. Such assets and lives are
generally as follows:

Buildings 20-50 years
Equipment 3-20 years

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support
unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived
assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other
assets that must be used to acquire long-lived assets are reported as restricted support. Absent
explicit donor stipulations about how long those long-lived assets must be maintained, expirations
of donor restrictions are reported when the donated or acquired long-lived assets are placed in
service.

Receivables
Accounts receivable consisted of the following at June 30:

2012 2011
Students, net $ 1,271,558 $ 1,505,605
Research contracts and grants 9,894,516 6,625,085
Other 1,621,913 3,511,914

$ 12,787,987 $ 11,642,604

The University maintains an allowance for uncollectible student and grant accounts. These
allowances were approximately $262,292 and $241,604 for student and grant receivables, at June
30, 2012 and 2011, respectively.

Notes receivable consisted of the following at June 30:

2012 2011
Federal and other external student $ 5,446,720 $ 6,390,725
Unrestricted student loans 217,648 249,515
Permanently restricted student loans 1,605,021 1,632,939

$ 7,269,389 $ 8,273,179

11



Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

The University maintains an allowance for uncollectible notes receivable (credit losses) for long
term notes receivable. This allowance was $914,379 and $851,801 at June 30, 2012 and 2011,

respectively.

June 30, 2012

June 30, 2011

Receivable Related
Balance Allowance
Perkins $ 5,590,784 $ 625,931
Other student loans 2,592,984 288,448

Receivable Related
Balance Allowance

$ 6,559,684 $ 612,517
2,565,296 239,284

$ 8,183,768 $ 914,379

$ 9,124980 $ 851,801

Management regularly assesses the adequacy of the allowance for credit losses by performing
ongoing evaluations of the student loan portfolio, including such factors as the differing economic
risks associated with each loan category, the financial condition of specific borrowers, the
economic environment in which the borrowers operate, the level of delinquent loans, the value of
any collateral and, where applicable, the existence of any guarantees or indemnifications. The
University’s Perkins receivable represents the amounts due from current and former students
under the Federal Perkins Loan Program. Loans disbursed under the Federal Perkins Loan
program are able to be assigned to the Federal Government in certain non-repayment situations.
In these situations the Federal portion of the loan balance is guaranteed.

Factors also considered by management when performing its assessment, in addition to general
economic conditions and the other factors described, included, but were not limited to, a detailed
review of the aging of the student loan receivable detail and a review of the balances of delinquent
accounts greater than 120 days and greater than 2 years. The level of the allowance is adjusted

based on the results of management’s analysis.

Changes in the allowance for credit losses for the year ended June 30, 2012 were as follows:

Perkins Loan Other Student

Receivables Loan Receivables
Beginning Balances at July 1, 2011 $ 612,517 $ 239,284
Provision for credit losses 13,414 49,164
Net Charge-offs - -
Recoweries - -
Ending Balances at June 30, 2012 $ 625,931 $ 288,448

Considering the other factors already discussed herein, management considers the allowance for
credit losses to be prudent and reasonable. Furthermore, the University’s allowance is general in
nature and is available to absorb losses from any loan category. Management believes that the
allowance for credit losses at June 30, 2012 is adequate to absorb credit losses inherent in the

portfolio as of that date.
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Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

Donor-Restricted Gifts

Unconditional promises to give cash and other assets are reported at fair value at the date the
promise is received. The gifts are reported as either temporarily or permanently restricted support
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 purpose restriction is
accomplished, temporarily restricted net assets are reclassified as unrestricted net assets and
included in non-operating gains. In the absence of donor specification income and gains on
donated funds are reported as revenue of unrestricted net assets.

Asset Retirement Obligations

The University accrues for asset retirement obligations in the period in which they are incurred if
sufficient information is available to reasonably estimate the fair value of the obligation. Over time,
the liability is accreted to its settlement value. Upon settlement of the liability, the University will
recognize a gain or loss for any difference between the settlement amount and liability recorded.

The following is a summary of the components of the asset retirement obligation:

2012 2011
Change in Asset retirement obligations
Asset retirement obligation at beginning of year $ 6,897,901 $ 6,726,859
Asbestos liabilities settled during the year - (251,096)
Accretion expense 433,305 462,274
Asset cost revisions (69,292) (40,136)
Asset retirement obligation at end of year $ 7,261,914 $ 6,897,901

Retirement Plans

The University participates in contributory, multi-employer, defined contribution retirement plans,
administered by the Teachers Insurance Annuity Association of America (TIAA), College
Retirement Equities Fund (CREF) and Nationwide Life Insurance Company covering substantially
all regular employees. It is the University’s policy to currently fund all retirement costs. Total
pension expense was $3,227,923 and $3,737,979 for 2012 and 2011, respectively.

Income Taxes

The financial statements do not provide for income taxes as the University and Beacon are tax-
exempt under Section 501(c) (3) of the Internal Revenue Code. Weston accounts for income taxes
in accordance with income tax accounting.

Allocation of Certain Expenses

The statement of activities presents expenses by functional classification. Operation and
maintenance of plant and depreciation are allocated based on square footage. Interest expense is
allocated to functional expenses according to the original purpose of the bond proceeds.
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2,

Investments

Investments consisted of the following at June 30:

2012 2011
Cost Fair Value Cost Fair Value

Other
Life insurance policy 24,086 30,029 % 24,086 28,931
Corporate stocks 497,360 379,927 397,611 471,951
Real estate 50,000 16,000 50,000 16,000

Total other 571,446 425,956 471,697 516,882
Endowment
Money market and similar 375,054 375,054 567,527 567,527
Corporate bonds and
other fixed income 19,369,984 20,200,785 26,332,414 27,336,346
Corporate stocks 54,303,030 59,295,857 57,134,534 69,149,574
Hedge funds 19,822,921 25,813,359 17,822,921 23,948,295
Private equity 6,791,407 7,727,008 6,273,596 6,852,933
Venture capital 4,040,014 4,988,532 3,676,034 3,858,487
Real assets 13,287,671 13,989,321 11,000,000 13,804,427
International equity 4,493,669 8,505,053 3,290,230 8,760,186

Total endowment 122,483,750 140,894,969 126,097,256 154,277,775
Annuity and life income
Money market and similar 223,938 223,938 127,552 127,552
Life insurance policies 176,992 234,024 176,991 214,673
Government securities 358,932 376,618 338,740 355,846
Corporate bonds and
other fixed income 1,641,613 1,666,839 1,774,351 1,778,407
Corporate stocks 3,862,346 4,005,922 4,179,510 4,698,413
Real assets 326,734 274,908 102,594 99,614

Total annuity and life income 6,590,555 6,782,249 6,699,738 7,274,505

$ 129,645,751 $ 148,103,174 $ 133,268,691 $ 162,069,162

Certain assets are pooled on a fair value base, and the University utilizes a total return approach to
investments in the endowment pool. This approach considers income yield (primarily interest and
dividends) as well as the net appreciation/depreciation in the fair value of pooled investments when
determining the spending amount. The Board of Trustees has established a spending policy of
4.5%, excluding certain funds (which remains at 5%), that is based on a trailing 12-quarter average
market value of restricted and unrestricted pooled assets. Further, an additional annual spending
policy of 1% based on trailing 12-quarter average market value of unrestricted pooled assets is
appropriated for Board approved debt service expenses or capital expenditures.

The unit fair value is used to account for income distributed and pool transactions. Pooled funds
were as follows as of June 30:

2012 2011

$140,808,941
665,215
211.67

$154,192,757
646,590
238.47

Investments in pooled funds, at fair value
Total number of units
Market value per unit
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The University’s return on endowment investments was as follows for the years ended June 30:

2012 2011
Investment earnings, net of fees $ 2,266,265 $ 2,291,358
Realized and unrealized gain (loss), net (5,295,156) 28,051,524
Total return on investment (3,028,891) 30,342,882
Allocation for endowment spending policy (7,455,058) (7,908,125)
Nonoperating investment return $ (10,483,949) $ 22,434,757

Under the terms of certain limited partnership agreements, the University is obligated periodically to
advance additional funding. At June 30, 2012 and 2011, the University had commitments of
approximately $3,650,000 and $5,201,000, respectively, for which capital call’'s had not been
exercised. Such commitments generally have fixed expiration dates or other termination clauses.

The University has annuity and life income investments with a gross value of $6,782,249 and
$7,274,505 as of June 30, 2012 and 2011, respectively. These funds pass to the University upon
the death of the beneficiaries and, in some cases, survivors. As a result, a liability is recorded to
reflect the present value of the annuity and life income investments. The amount of this liability is
$3,332,971 and $3,513,714 as of June 30, 2012 and 2011, respectively.

Investment fees were $339,070 and $368,370 for the years ended June 30, 2012 and 2011
respectively.

3. Endowment Funds

The New York Prudent Management of Institutional Funds Act (“NYPMIFA”) became effective on
September 17, 2010 and governs the management and investment of funds held by not-for-profit
corporations and other institutions. Absent donor stipulations to the contrary, the statutory
guidelines contained in NYPMIFA relate to the prudent management, investment and expenditure
of donor-restricted endowment funds without regard to the original value of the gifts. However,
NYPMIFA contains specific factors that must be considered prior to making investment decisions or
appropriating funds for expenditure. For accounting purposes, the University applied the concepts
included in NYPMIFA and ASC 958, Not-for-Profit Entities (formerly FASB Staff Position No. 117-1)
regarding classification of accumulated total return as temporarily restricted net assets as of

July 1, 2010 for the year ended June 30, 2011. Accordingly, accumulated total return of
$11,627,029 as of July 1, 2010 was reclassified to temporarily restricted net assets from
unrestricted net assets as a cumulative effect of change in accounting principle.

The Board of Trustees’ interpretation of its fiduciary responsibilities for donor-restricted endowment
funds under New York State’s Not-for-Profit Corporation Law, including NYPMIFA, is to preserve
intergenerational equity to the extent possible by prudently managing, investing, and spending from
the endowment funds. This principle holds that future endowment beneficiaries should receive at
least the same level of economic support that the current generation receives. As a result of this
interpretation, the University classifies as permanently restricted net assets the un-appropriated
portion of (a) the original value of gifts donated to a true endowment, (b) the original value of
subsequent gifts to a true endowment fund, and (c) accumulations to a true endowment fund made
in accordance with the direction of the applicable donor gift instrument at the time the accumulation
is added to the fund. Unspent appropriations related to donor-restricted endowment funds are
classified as temporarily restricted net assets until the amounts are expended by the University in a

15



Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

manner consistent with the donor’s intent. The remaining portions of donor-restricted endowment
funds that are not classified as permanently or temporarily restricted net assets are classified as

unrestricted net assets.

The Board of Trustees determines the appropriate amount to withdraw from endowment and
similar funds on an annual basis to provide support for operations with prudent concern for the
long-term growth in the underlying assets as well as the specific factors detailed in NYPMIFA. The
Board-approved spending policy is designed to insulate endowment support for programming from

short-term fluctuations in capital markets.

Endowment net asset composition by type of fund consists of the following as of June 30, 2012:

Temporarily

Permanently

Restricted

$105,362,817

Total

$117,292,961
44,349,759

Unrestricted Restricted

Donor-restricted $ (5,747,888) $ 17,678,032
Board-designated 44,349,759 -
Total endowment net assets $ 38,601,871 $ 17,678,032

$105,362,817

$161,642,720

Changes in endowment net assets for the year ended June 30, 2012 are as follows:

Temporarily

Permanently

Unrestricted Restricted Restricted Total

Net assets at July 1, 2011 $ 44,881,531 $ 22,074,907 $ 102,919,776 $ 169,876,214
Investment return (yield), net of fees 2,266,265 - - 2,266,265
Net appreciation (depreciation) (973,348) (4,323,506) - (5,296,854)

Total investment return 1,292,917 (4,323,506) - (3,030,589)
New gifts - - 2,340,725 2,340,725
Amounts appropriated for expenditure (4,335,773) (2,633,630) 65,220 (6,904,183)
Amounts appropriated for debt service (676,543) - - (676,543)
Other changes and reclassification (2,560,261) 2,560,261 37,096 37,096
Net assets at June 30,2012 $ 38,601,871 $ 17,678,032 $ 105,362,817 $ 161,642,720

Endowment net asset composition by type of fund consists of the following as of June 30, 2011:

Temporarily
Unrestricted Restricted
Donor-restricted $ (3,187,627) $ 22,074,907
Board-designated 48,069,158 -

Permanently

Restricted

Total

$102,919,776 $121,807,056

48,069,158

Total endowment net assets $ 44,881,531 $ 22,074,907

$102,919,776  $169,876,214
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Changes in endowment net assets for the year ended June 30, 2011 are as follows:

Temporarily

Permanently

Unrestricted Restricted Restricted Total

Net assets at July 1, 2010 $ 44,538,671 $ 43,092 $ 98,461,625 $ 143,043,388

Net assetreclassification based on

change in accounting principle (11,627,029) 11,627,029 - -

Investment return (yield), net of fees 2,291,358 - - 2,291,358

Net appreciation (depreciation) 9,504,608 18,681,362 - 28,185,970

Total investment return 11,795,966 18,681,362 - 30,477,328

New gifts - - 4,111,295 4,111,295

Amounts appropriated for expenditure (4,719,696) (2,728,545) 76,897 (7,371,344)
Amounts appropriated for debt service (709,412) - - (709,412)
Other changes and reclassification 5,603,031 (5,548,031) 269,959 324,959

Net assets at June 30,2011 $ 44,881,531 $ 22,074,907 $ 102,919,776 $ 169,876,214

Endowment Funds with Deficits

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the value of the initial and subsequent donor gift amounts (deficit). These
deficits result from unfavorable market fluctuations that occur after the investment of endowment
funds or from appropriations deemed prudent at the time they are authorized.

When donor endowment deficits exist, they are classified as a reduction of unrestricted net assets.
Deficits of this nature were approximately $5,747,888 and $3,187,627 as of June 30, 2012 and
2011, respectively.

Return Objectives and Risk Parameters

The University has adopted endowment investment and spending policies that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain
the purchasing power of endowment assets. Under this policy, the return objective for the
endowment assets, measured over a full market cycle, shall be to maximize the return against a
blended index, based on the endowment’s target allocation applied to the appropriate individual
benchmarks. The University expects its endowment funds over time, to provide an average rate of
return of approximately 8.0% annually. Actual returns in any given year may vary from this
amount.

Strategies Employed for Achieving Investment Objectives

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

The Board of Trustees determines the appropriate amount to withdraw from endowment and
similar funds on an annual basis to provide support for operations with prudent concern for the
long-term growth in the underlying assets as well as the specific factors detailed in NYPMIFA. The
Board of Trustees of the University determines the method to be used to appropriate endowment
funds for expenditure. The annual spending policy of 4.5% is based on a trailing 12-quarter
average market value of restricted and unrestricted pooled assets. An additional annual spending
policy of 1% based on trailing 12-quarter average market value of unrestricted pooled assets will be
appropriated for Board approved debt service expenses or capital expenditures. Furthermore, the
Board has authorized additional annual spending for certain debt services. Distributions of
earnings from the fund to support expenditures are expected to be equal to or less than actual
returns, therefore achieving the financial objective of preserving the value of the fund assets and
related revenue stream over time.

4, Fair Value Measurements

The University follows the “Fair Value Measurements” accounting standard, which defines fair
value, establishes a framework for measuring fair value and expands disclosures about fair value
measurements. This accounting standard provides a consistent definition of fair value focusing on
an exit price which is the price that would be received to sell an asset in an orderly transaction
between market participants at the measurement date.

The standard also establishes a hierarchy of valuation inputs based on the extent to which the
inputs are observable in the marketplace. Observable inputs reflect market data obtained from
sources independent of the reporting entity and unobservable inputs reflect the reporting entity’s
own assumptions about how market participants would value an asset based on the best
information available. Valuation techniques used to measure fair value must maximize the use of
observable inputs and minimize the use of unobservable inputs. The standard describes a fair
value hierarchy based on three levels of inputs, of which the first two are considered observable
and the last is unobservable, that may be used to measure fair value.

The following describes the hierarchy of inputs used to measure fair value and the primary
valuation methodologies used by the University for financial instrument’s measured at fair value on
a recurring basis. A financial instruments’ categorization within the valuation hierarchy is based on
the lowest level of input that is significant to the fair value measurement.

Level 1 Quoted prices (unadjusted) in active markets for identical assets as of the
measurement date. An active market is one in which transactions occur with sufficient
frequency and volume to provide pricing information on an ongoing basis. Market
price data is generally obtained from exchange or dealer markets.

Level 2 Pricing inputs other than Level 1 that are observable, either directly or indirectly, such
as quoted prices for similar assets; quoted prices in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data for
substantially the same term of the assets. Inputs are obtained from various sources
including market participants, dealers and brokers.

Level 3 Pricing inputs are unobservable and include situations where there is little, if any,
market activity for the investment.
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The University uses the net asset value (“NAV”) to determine the fair value of underlying
investments which (a) do not have a readily determinable fair value and (b) either have the
attributes of an investment company or prepare their financial statements consistent with the
measurement principles of an investment company. The University has adopted the authoritative
guidance under generally accepted accounting principles for estimating the fair value of
investments in investment companies that have calculated net asset value per share in accordance
with specialized accounting guidance for investment companies. Accordingly, in circumstances in
which net asset value per share of an investment is determinative of fair value, management
estimates the fair value of an investment in an investment company using the net asset value per
share of the investment (or its equivalent) without further adjustment as a practical expedient. As a
result of adopting new guidance for estimating fair value of investments, certain investments in
2010 were reclassified as Level 2 assets as they can be redeemed at NAV by the University on the
measurement date or in the near term, 90 days or less.

Below is a list of University investments in other investment companies (or similar entities) by major
investment category:

Corporate Bonds and Other Fixed Income

This category includes investments in core fixed income positions. These investments, combined
with cash and cash equivalents, are meant to provide liquidity to the University. The fair value of
these investments at June 30, 2012 and 2011 was $21,867,624 and $29,114,753 respectively.
Fixed income securities are invested primarily in $9,489,760 and $10,260,829 US government
securities, $4,693,254 and $3,856,827 mortgages, $1,037,110 and $2,741,217 money market, $0
and $2,622,642 credit markets, $6,647,500 and $9,633,238 other to provide fixed income-like
returns similar with our strategy at June 30, 2012 and 2011, respectively. These investments allow
redemptions daily with one day notice.

Government Securities

This category includes investments in core fixed income positions including US Treasury Notes. All
of the marketable Treasury securities are liquid and are heavily traded on the secondary market.
These investments are meant to provide a steady stream of income for the University’s split
interest agreements. The fair value of these investments at June 30, 2012 and 2011 was $376,618
and $355,846 respectively. These investments allow redemptions daily with one day notice.

Corporate Stocks

This category includes investments in traditional equities, the majority of which are traded publicly
in active markets. These investments bring diversity to the University’s portfolio with the objective
of long-term growth to the University endowment funds. The fair value of these investments at
June 30, 2012 and 2011 was $63,681,706 and $74,319,938 respectively. Endowment corporate
securities are invested primarily in $31,241,201 and $36,363,367 US Equities, $26,120,308 and
$28,555,123 Global Non-US Equities, $0 and $3,244,898 Global Natural Resources, and
$1,934,348 and $986,186 Small Cap Emerging Market funds at June 30, 2012 and 2011,
respectively. The University also invests in Annuity and Life Income Funds of $4,385,849 and
$5,170,364 at June 30, 2012 and 2011 respectively, which are primarily invested in large cap
funds. These investments are highly liquid with one to three day settlements.
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Real Estate

This category includes investments in commercial real estate in the United States. The fair value
of these investments at June 30, 2012 and 2011 was $16,000 and $16,000 respectively. In order
to liquidate this investment, the University would have to identify a willing and able buyer.

Hedge Funds

This category includes investments that own traditional equities but complement the holdings by
being short securities they believed to be overvalued and investments that are in single strategy
and multi-strategy investment managers in various hedged strategies such as merger and risk
arbitrage, distressed securities, asset backed securities, and other credit and volatility strategies.
These strategies are designed to provide equity-like returns regardless of the economic
environment with limited correlation to the traditional stock and fixed income markets. The short
portfolio acts as a hedge during market declines but may also serve as an additional source of
investment return. Managers of these funds have the ability to shift between growth and value
stocks across all capitalizations. The fair value of these investments at June 30, 2012 and 2011
was $25,813,359 and $23,948,295 respectively. Hedge Funds are invested primarily in
$12,250,247 and $5,008,900 Global Funds, $1,350,796 and $4,836,255 US Funds, $3,475,993
and $8,546,446 Multi-strategy funds, $8,736,323 and $5,556,694 of other to provide equity-like
returns similar with our strategy at June 30, 2012 and 2011, respectively. All of these investments
have redemption rights annually at January 1st though there is some risk of temporary lock-ups
under certain circumstances.

Private Equity

This category includes investments in private equity buyout and distressed credit opportunity funds
that invest primarily in companies domiciled in the United States. Total commitments for these
investments were approximately $10,500,000 with $2,598,338 unfunded at June 30, 2012 and
$10,500,000 with $3,630,838 unfunded at June 30, 2011. The fair value of these investments at
June 30, 2012 and 2011 was $7,727,008 and $6,852,934, respectively. All of these investments
are locked and do not have interim redemption rights. The following are the amounts and their
respective termination dates in the future: $2,338,035 on March 30, 2017, $2,728,824 on March 31,
2020, and $2,660,149 on April 24, 2022.

Venture Capital

This category includes investments in venture capital funds that invest primarily in companies
domiciled in the United States. Total commitments for these investments were approximately
$5,400,000 with $1,052,190 unfunded at June 30, 2012 and $5,400,000 with $1,570,190 unfunded
at June 30, 2011. The fair value of these investments at June 30, 2012 and 2011 was $4,988,532
and $3,858,487 respectively. The University does not have any redemption rights in these
investments and the investments have remaining lives between one and ten years.

Real Assets

This category includes investments in commodities to enhance the University’s portfolio and
provide a partial inflation hedge. The fair value of these investments at June 30, 2012 and 2011
was $14,264,229 and $13,904,041 respectively. These investments allow redemptions daily with
one day notice.
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International Equity

This category includes investments in international equity in emerging markets. The investment
follows a value-based stock selection approach, buying companies whose shares appear
under-valued on the basis of long-term earning power or asset backing. The fair value of these
investments at June 30, 2012 and 2011 was $8,505,053 and $8,760,186 respectively. These

investments allow redemptions monthly.

Life Insurance Policies

This category includes life insurance policies donated to the University. The fair value of these
investments at June 30, 2012 and 2011 was $264,053 and $243,603, respectively. These policies

can be redeemed daily with a one day notice.

The following table presents the financial instruments carried at fair value as of June 30, 2012, by
caption on the statement of financial position by the valuation hierarchy defined above:

Quoted Significant
Pricesin Other Significant
Active Observable Unobservable
Markets Inputs Inputs Total
(Level 1) (Level 2) (Level 3) Fair Value
Assets
Short term investments $ - $ 670,903 $ - $ 670,903
Deposits with trustee of debt obligations 9,089,466 - - 9,089,466
GATE receivable - - 1,563,785 1,563,785
Investments
Money market and similar 598,992 - - 598,992
Corporate bonds and other fixed income - 21,867,624 - 21,867,624
Gowvernment securities - 376,618 - 376,618
Corporate stocks 48,392,235 15,289,471 - 63,681,706
Real estate - - 16,000 16,000
Hedge funds - - 25,813,359 25,813,359
Private equity - - 7,727,008 7,727,008
Venture capital - - 4,988,532 4,988,532
Real assets - 14,264,229 - 14,264,229
International equity - 8,505,053 - 8,505,053
Life insurance policies - 264,053 - 264,053
Investments 48,991,227 60,567,048 38,544,899 148,103,174
Total assets at fair value $ 58,080,693 $ 61,237,951 $ 40,108,684 $159,427,328
Liabilities
GATE liability $ - $ - $ 581,322 $ 581,322
Total liabilities at fair value $ - $ - $ 581,322 $ 581,322
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The following table presents the financial instruments carried at fair value as of June 30, 2011, by
caption on the statement of financial position by the valuation hierarchy defined above:

Quoted Significant
Pricesin Other Significant
Active Observable Unobservable
Markets Inputs Inputs Total
(Level 1) (Level 2) (Level 3) Fair Value
Assets
Short term investments $ - $ 662,370 $ - $ 662,370
Deposits with trustee of debt obligations 3,662,346 - - 3,662,346
GATE receivable - - 2,037,660 2,037,660
Investments
Money market and similar 695,079 - - 695,079
Corporate bonds and other fixed income - 29,114,753 - 29,114,753
Gowvernment securities - 355,846 - 355,846
Corporate stocks 54,396,146 19,923,792 - 74,319,938
Real estate - - 16,000 16,000
Hedge funds - - 23,948,295 23,948,295
Private equity - - 6,852,934 6,852,934
Venture capital - - 3,858,487 3,858,487
Real assets - 13,904,041 - 13,904,041
International equity - 8,760,186 - 8,760,186
Life insurance policies - 243,603 - 243,603
Investments 55,091,225 72,302,221 34,675,716 162,069,162
Total assets at fair value $ 58,753,571 $ 72,964,591 $ 36,713,376 $168,431,538
Liabilities
GATE liability $ - $ - $ 791,547 $ 791,547
Total liabilities at fair value $ - $ - $ 791,547 $ 791,547

Investments included in Level 3 primarily consists of the University’s ownership in alternative
investments (principally limited partnership interests in hedge, private equity, real estate, and other
similar funds) The value of certain alternative investments represents the ownership interest in the
net asset value (NAV) of the respective partnership. Approximately 38% of investments held by
the partnerships consist of marketable securities and 62% is securities that do not have readily
determinable fair values. The fair values (NAV) of the securities held by limited partnerships that
do not have readily determinable fair values are determined by management based on information
provided by the general partner and are based on appraisals, or other estimates that require
varying degrees of judgment. If no public market exists for the investment securities, the fair value
is determined by management based on information provided by the general partner taking into
consideration, among other things, the cost of the securities, prices of recent significant placements
of securities of the same issuer, and subsequent developments concerning the companies to which
the securities relate. The University has performed significant due diligence around these
investments to ensure NAV is an appropriate measure of fair value as of June 30.

The University was involved in the Guaranteed Access to Education (GATE) loan program from
1994 to 2005. Under this program, the University recognizes future residual cash flows as an
asset. Based on historical default rates and other assumptions, the residual receivables are
approximately $1,563,784 and $2,037,660 as of June 30, 2012 and 2011, respectively. This
amount is recorded at fair value in the consolidated financial statements in other assets. Also
under this program, the University has pledged approximately $6,247,274 and $6,394,166 as of
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June 30, 2012 and 2011 to a third party administrator to guaranty the loans. The discounted
estimated pledge contribution liability is $581,322 and $791,547 as of June 30, 2012 and 2011,
respectively. This amount has been recorded at fair value in the consolidated financial statements
in other liabilities.

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

The following table is a roll forward of the statement of financial position amounts for financial
instruments classified by the University within Level 3 of the fair value hierarchy defined above:

Realized Unrealized Sales
Fair Value Payments Pledge Present Value Gains Gains and Fair Value
July 1, 2011 Received Payments Adjustment (Losses) (Losses) Settlements Purchases June 30, 2012
Assets
GATEreceivable $ 2,037,660 $ (125,611) $ - $ (348,265) $ - 8 - 8 - 8 - 0% 1,563,784
Real estate 16,000 - - - - - - - 16,000
Hedge funds 23,948,295 - (134,936) - 2,000,000 25,813,359
Private equity 6,852,934 547,378 (191,112) (514,690) 1,032,500 7,727,010
Venture capital 3,858,487 359,330 406,734 (154,020) 518,000 4,988,531
Total assets at fair value  $ 36,713,376 $ (125,611) $ - $ (348,265) $906,708 $ 80,686 $ (668,710) $3,550,500 $ 40,108,684
Liabilities
GATE liability $ 791,547 $ $(205,721) $ (4,504) $ - $ - 8 - 8 - $ 581,322
Total liabilities at fair value $ 791,547 $ $ (205,721) $ (4,504) $ - $ - $ - $ - $ 581,322
Net
Unrealized Purchases,
Fair Value Payments Pledge Present Value Gains Sales and Fair Value
July 1, 2010 Received Payments Adjustment (Losses) Settlements June 30, 2011
Assets
GATE receivable $ 2,632,857 $(209,354) $ - 0% (385,843) $ - 0% -8 2,037,660
Real estate 16,000 - - - - - 16,000
Hedge funds 21,386,452 - - - 2,561,843 - 23,948,295
Private equity 5,526,122 - - - 655,677 671,135 6,852,934
Venture capital 2,767,398 - - - 355,207 735,882 3,858,487
Total assets at fair value  $ 32,328,829 $(209,354) $ - $ (385,843) $3,572,727 $ 1,407,017 $ 36,713,376
Liabilities
GATE liability $ 907,079 $ - $(305,260) $ 189,728 $ - $ - $ 791,547
Total liabilities at fair value $ 907,079 $ - $(305,260) $ 189,728 $ - $ - $ 791,547

The pricing inputs and methods described above may produce a fair value calculation that may not
be indicative of the ultimate realizable value. Accordingly, while the University believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different estimate of fair value at the reporting date.

Net unrealized gains (losses) relate to those financial instruments held by the University at
June 30, 2012.
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5. Property and Equipment

Property and equipment consist of the following at June 30:

Buildings and grounds
Equipment
Construction in progress

Total property and equipment

Less: Accumulated depreciation

2012

$ 199,433,217

2011

$ 192,181,562

(105,888,352)

35,151,676 32,327,194
34,822,103 18,575,611
269,406,996 243,084,367

(99,939,655)

$ 163,518,644

$ 143,144,712

Construction in progress is made up of certain projects started but not completed at June 30, 2011.
The estimated costs to complete these projects are approximately $17,844,373. These projects
consist of dormitory expansion, engineering lab additions, and others.

Capitalized interest costs were $357,984 and $252,621 for the years ended June 30, 2012 and

2011 respectively.
6. Outstanding Debt

Outstanding debt consisted of the following at June 30:

Clarkson University

Empire State Development Corporation (a)
New York Power Authority (b)

St. Lawrence County IDA Bonds - 2003 (c)
St. Lawrence County IDA Bonds - 2007 (d)
M & T Bank (e)

First American Equipment Leases (f)

St. Lawrence County IDA Bonds - 2011 (g)
St. Lawrence County IDA Bonds - 2012A (h)
St. Lawrence County IDA Bonds - 2012B (i)
M & T Bank Line of Credit (Beacon) (j)

Total outstanding debt

2012 2011
$ 2,999,860 $ 3,333,200
- 145,054
3,355,000 3,440,000
24,050,951 24,593,135
- 12,025,000
761,445 1,013,919
14,752,429 -
19,060,719 -
3,070,770 -
725,000 -
$ 68,776,174 $ 44,550,308

(a) The University has an interest free mortgage with the Empire State Development Corporation
related to the Center for Advanced Materials Process (CAMP facility). The mortgage requires
annual principal payments of $333,340 through January 2020. The principal payments that
were due for fiscal years ended June 30, 2012 and 2011 were forgiven by New York State.

(b) The University has a loan with the New York Power Authority which bears a 6% interest rate.
Monthly principal and interest payments of $18,542 are payable through February 2012.
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(c) The St. Lawrence County Industrial Development Agency Bonds, Series 2003, bear interest at
a rate ranging from 2.50% to 5.00% and require annual principal payments ranging from
$75,000 to $765,000 beginning in July 2003, and are payable through July 2033.

(d) The St. Lawrence County Industrial Development Agency Bonds, Series 2007, bear interest at
a rate ranging from 4.0% to 5.0% and require annual principal payments ranging from $95,000
to $2,300,000 beginning in July 2007, and are payable through July 2032.

(e) The University had a loan with M&T Bank which bore a 4.25% interest rate. This loan was
refinanced in June 2012,

(f) The University entered into two capital lease agreements with First American Equipment
Finance. The lease payments are payable annually through January 1, 2015.

(g) The St. Lawrence County Industrial Development Agency Bonds, Series 2011, bear interest at
a rate ranging from 3.0% to 6.0% and require annual principal payments ranging from
$150,000 to $1,620,000 beginning in September 2011, and are payable through
September 2041.

(h) The St. Lawrence County Industrial Development Agency Bonds, Series 2012A, bear interest
at a rate ranging from 4.0% to 5.25% and require annual principal payments ranging from
$460,000 to $1,885,000 beginning in September 2012, and are payable through
September 2041.

() The St. Lawrence County Industrial Development Agency Bonds, Series 2012B, assumes
initial coupon interest at a rate 2.5% until March 1, 2016 and then assumes an estimated
coupon of 3.36% to maturity. The principal payment of $3,000,000 is due September 2042.

() The Beacon Institute has a revolving line of credit with a bank which provides for variable
interest rates which, at June 30, 2012 and 2011 were .75% and .50% above the prime rate with
a minimum of 4.00%. The maximum authorized amount available is $750,000. Borrowing
under the line is collateralized by the Institute’s property and equipment and is payable on
demand.

At June 30, 2012, the aggregate amounts of principal and sinking-fund requirements for long-term
debt over the next five fiscal years are as follows:

Fiscal Year Amount
2013 $ 1,999,854
2014 1,313,723
2015 1,332,624
2016 1,148,576
2017 1,278,576
Thereafter 61,702,821
$ 68,776,174

The University has a $5,000,000 line of credit at a bank with an interest rate that is the greater of
1.75% above the one month LIBOR with an interest period duration of one day or 2.25%. There is
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no expiration date associated with this line of credit. There was no outstanding balance at
June 30, 2012.

The University has a $990,000 revolving line of credit with a bank related to its procurement card
program of which there was an outstanding balance of $291,141 as of June 30, 2012. lItis interest
free if full payment is received within the monthly billing cycle. The credit line will terminate on
December 31, 2012, unless renewed.

Weston has a $500,000 line of credit at a bank’s prime rate (3.25% at June 30, 2012) of which
there was no outstanding balance at June 30, 2012. There is no expiration date associated with
this line of credit.

7. Postretirement Benefits
The University provides certain health care and sick leave benefits for retired employees. The
University’s employees may become eligible for those benefits if they reach retirement age while

working for the University and meet certain minimum service requirements.

The following table sets forth the status of the plan, which is unfunded, as of June 30:
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2012 2011

Change in benefit obligation
Benefit obligation at beginning of period $ 18,518,626 $ 17,741,664
Senvice cost 815,181 647,541
Interest cost 1,000,313 915,567
Plan participants' contributions 554,638 555,900
Amendments - (134,163)
Medicare Part D subsidy 84,218 83,494
Actuarial (gain) loss 6,198,291 (337,877)
Benefits paid (963,251) (953,500)

Benefit obligation at end of period 26,208,016 18,518,626
Change in plan assets
Fair value of plan assets at end of prior year
Employer contributions 324,395 314,106
Plan participants' contributions 554,638 555,900
Benefits paid (963,251) (953,500)
Medicare Part D subsidy 84,218 83,494

Fair value of plan assets at end of year

Funded status at end of year

Components of accrued benefit obligation
Unrecognized net actuarial loss

$ (26,208,016)

$ (18,518,626)

$ (9,902,660)

$ (3,832,481)

Unrecognized prior senvice credit 3,657,213 4,413,912
Postretirement related charges other than net
periodic benefit cost (6,245,447) 581,431

Cumulative employer contributions in excess
of net periodic postretirment benefit costs

Net amount recognized in statement
of financial position

Discount rates

(19,962,569)

(19,100,057)

$ (26,208,016)

$ (18,518,626)

Year end benefit obligation 4.20% 5.50%
Net periodic benefit cost 5.50% 5.30%
Components of net periodic benefit cost
Senvice cost $ 815,181 % 647,541
Interest cost 1,000,313 915,567
Amortization of loss 128,112 159,746
Amortization of prior senice credit (756,699) (744,305)
Net periodic benefit cost $ 1,186,907 $ 978,549
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Estimated Future Contributions and Benefit Payments
The following estimated benefit payments are expected to be paid:

Contributions/

Benefit Medicare

Payments Subsidy
2013 $ 704,000 % (125,000)
2014 739,000 (140,000)
2015 837,000 (157,000)
2016 908,000 (176,000)
2017 1,004,000 (196,000)
Next 5 years 6,854,000 (1,348,000)

For measurement purposes, a 7.53% and a 5% annual rate of increase in the per capita cost of
covered health care and dental benefits, respectively, was assumed as of June 30, 2012. These
health care rates were assumed to decrease each year through 2030 to 4.5% and remain at that
level thereafter. However, the dental rate trend remains constant for all years. Assumed health
care cost trend rates have a significant effect on the amounts reported for the health care plans.
The University’s plan is designed such that the healthcare cost trend rates do not impact the
postretirement benefit obligation of the service and interest cost.

The prior service credit and actuarial loss for the postretirement benefits plan that will be amortized
from unrestricted net assets into net periodic benefit cost in fiscal 2013 are $756,699 and
$128,112, respectively.

8. Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of
financial instruments for which it is practicable to estimate that value:

Cash and Cash Equivalents, Accounts Receivable, and Accounts Payable
The carrying amount approximates fair value because of the short maturity of those instruments.

Contributions Receivable
Contributions receivable are recorded at their net present value.

Notes Receivable

A reasonable estimate of the fair value of notes receivable from students under Federal
Government financial assistance programs could not be made because the notes are not salable
and can only be assigned to the Federal Government or its designees. The fair value of notes
receivable from students under University loan programs approximates carrying value.

Investments

Investments with readily determinable fair values are based on quoted market prices for these or
similar investments. All others are carried at estimated fair value provided by the investment
managers.
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10.

1.

Outstanding Debt
The fair value of the University’s outstanding debt (Note 6) is estimated based on current rates

offered for similar issues. At June 30, 2012 and 2011 the fair value of the outstanding debt was
$71,477,350 and $44,957,288, respectively.

Contingencies

a. The University is subject to various claims and lawsuits. In management’s opinion, the
resolution of these matters will not have a significant adverse effect on the University’s
financial position, operations, or cash flows.

b. The University was involved in the Guaranteed Access to Education (GATE) loan program
from 1994 to 2005. Under this program, the University recognizes future residual cash flows
as an asset. Based on historical default rates and other assumptions, the residual receivables
are approximately $1,563,784 and $2,037,660 as of June 30, 2012 and 2011, respectively.
This amount has been recorded in the consolidated financial statements in other assets. Also
under this program, the University has pledged approximately $6,247,274 and $6,394,166 as
of June 30, 2012 and 2011 to a third party administrator to guaranty the loans. The
discounted estimated pledge contribution liability is $581,322 and $791,547 as of
June 30, 2012 and 2011, respectively. This amount has been recorded in the consolidated
financial statements in other liabilities.

Risk Retention

The University partially retains the risk for medical insurance. The University carries stop/loss
insurance which covers medical and prescription drug claims which exceed the annual aggregate
attachment point of approximately $8,030,387 and $8,104,547 in 2012 and 2011, respectively. The
attachment point for any individual claim is $150,000. It is the University’s policy to reserve for
anticipated claims and record this amount as an accrued liability. This liability amounted to
approximately $626,287 and $600,310 as of June 30, 2012 and 2011 and is recorded within other
liabilities on the Statement of Financial Position.

Commitments

The University entered into an operating lease with UTC Power Corporation for the lease of a
Microturbine System to provide electricity and thermal energy under the terms of a noncancelable
operating lease agreement expiring in 2020.

Future minimum rental payments required under this arrangement are as follows at June 30:

2013 $ 146,664
2014 146,664
2015 146,664
2016 146,664
2017 146,664
Thereafter 358,381

Total minimum payments required $ 1,091,701

29



Clarkson University
Notes to Consolidated Financial Statements
June 30, 2012 and 2011

12,

Beacon Acquisition

Until the acquisition described in the following paragraph occurred, The Beacon Institute, Inc.
(“Beacon”) was a New York State not-for-profit corporation and an organization described in
Section 501(c)(3) of the Internal Revenue Code. Beacon, located in Beacon, New York, owns and
operates a global center for scientific technological innovation that advances research, education
and public policy regarding rivers and estuaries. On October 3, 2011 the University and Beacon
entered into an agreement pursuant to which the University became the sole member of Beacon.
The University acquired Beacon to enhance its position as a leader in rivers and estuaries
research. The alliance will advance the commercialization of emerging river technology, new
academic programs, and promote the protection of public waterways. The transaction resulted in a
contribution received, as Beacon was seeking the alliance to assure its fiscal viability and advance
its technological and scientific innovation mission.

The change in control of Beacon was accounted for as an acquisition under the Merger and
Acquisition guidance for Not-for-Profit entities. As such, the University recorded approximately
$6,717,970 of contribution income in the consolidated statement of operations. The amount
represents the excess of the fair value of assets acquired over the fair value of liabilities assumed,
of which $841,056 reflects the fair value adjustment at October 3, 2011. In addition, $57,728 is
recorded in other expenses at October 3, 2011, for acquisition related costs. The consolidated
statements of operations reflect activity of $971,935 from the date of acquisition (October 3, 2011)
to year end. No consideration was exchanged for the acquisition.

The fair value of assets acquired, liabilities assumed and the net assets of Beacon at October 3,
2011 were as follows:

Assets
Cash $ 190,434
Grants and other receivable 2,614,835
Inventory 14,656
Prepaid expenses 25,828
Property and equipment 6,819,125
Total assets acquired $ 9,664,878
Liabilities
Accounts payable and accrued expenses $ 2,446,908
M&T Bank line of credit 500,000
Total liabilities assumed $ 2,946,908
Net Assets
Unrestricted $ 6,645,658
Temporarily restricted 67,312
Permanently restricted 5,000
Total net assets $ 6,717,970
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A summary of the financial results of Beacon included in the consolidated statements of activities
from the period October 3, 2011 through June 30, 2012 are as follows:

Grant revenue $ 2,786,355
Other operating revenues 210,767
Excess of revenues over expenses 971,935
Increase in unrestricted net assets 980,538
Decrease in temporarily restricted net assets (8,603)

A summary of consolidated financial results as if the acquisition had occurred on July 1, 2010 are

as follows:

2012 2011
Total revenues $ 118,280,670 $ 117,223,118
Change in unrestricted net assets (13,432,797) 2,144,171
Change in temporarily restricted net assets (4,051,031) 24,082,552
Change in permanently restricted net assets 2,303,140 4,673,158

13. Subsequent Event

The University has performed an evaluation of subsequent events through November 15, 2012, the
date on which the consolidated financial statements were issued
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Federal CFDA Pass-Through Entity
Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number Identifying Number

Research and Development Cluster
National Aeronautics and Space Administration
Direct Programs

Science 43.001
Pass-Through Assistance
Cornell University 43.001 48240-7882

Total National Aeronautics and Space Administration

Department of Agriculture
Direct Programs
National Institute of Food and Agriculture

Agriculture and Food Research Initiative 10.310
Natural Resources Conservation Senice
Agriculture Management Assistance 10.917
Pass-Through Assistance
Michigan State University 10.250 RC064795CU

Total Department of Agriculture

Department of Commerce
Direct Programs
Measurement and Engineering Research and Standards 11.609

Total Department of Commerce
Department of Defense

Direct Programs
Department of the Army

Aquatic Plant Control 12.100
Department of the Air Force
Air Force Defense Research Sciences Program 12.800
Department of the Navy
Basic and Applied Scientific Research 12.300
National Security Agency
Mathematical Sciences Grants Program 12.901
US Army Materiel Command
Basic Scientific Research 12.431
Central Intelligence Agency
National Security Education Program 12.552
Pass-Through Assistance
Infotronics Technology Center, Inc. 12.420 W8/XWH-10-1-0395
Nanoscience Solutions, Inc. 12.800 FA8650-12-M-5128
Department of the Nawy
University of California at San Diego 12.300 PO#10290945
SUNY Binghamton 12.300 RF5856211097283

Total Department of Defense

Federal
Expenditures

$ 188,816

23,200
212,016

90,635
4,007

24,827
119,469

198,266
198,266

69,778
595,105
545,217

18,149
348,055
136,469

91,171
13,680

84,874
50,242

1,952,740

The accompanying notes are an integral part of this schedule of expenditures of federal awards.
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Federal Grantor/Pass-Through Grantor/Program or Cluster Title

Department of Energy
Direct Programs
Office of Science Financial Assistance Program
Pass-Through Assistance
American Recovery and Reinvestment Act
Texas A&M University
University of Minnesota
Syracuse University
The Solar Energy Consortium
Indiana University
Syracuse University

Total Department of Energy

Department of Health and Human Senvices
Direct Programs
National Institute of Health
Cancer Treatment Research
Diabetes, Digestive and Kidney Diseases Extramural Research
Child Health and Human Development Extramural Research
Aging Research
Extramural Research Programs in the Neurosciences and
Neurological Disorders
American Recovery and Reinvestment Act
Trans-NIH Recowvery Act Research Support
Pass-Through Assistance
National Institute of Health
University of Alabama
University of Michigan
University of Alaska

Total Department of Health and Human Senices

Department of Homeland Security
Direct Programs
Cybersecurity Education and Training Assistance Program

Total Department of Homeland Security

Department of Housing and Urban Development
Direct Programs
Office of Healthy Homes and Lead Hazard Control
Healthy Homes Technical Studies Grant

Total Department of Housing and Urban Development
Department of the Interior
Pass-Through Assistance

US Geological Survey
Cornell University

Total Department of the Interior

Number

81.049

81.087
81.122
81.122
81.087
81.087
81.117

93.395
93.847
93.865
93.866
93.853
93.701
93.847

93.113
93.286

97.127

14.906

15.805

Federal CFDA Pass-Through Entity

Identifying Number

#570687

A000211516
SU#24294-02619-S03
Not available
BL-4344500-CU
25734-02953-01

#10-081
#3000978229
UA-12-001

#64038-9614

Federal
Expenditures

11,287

83,796
1,296
137,630
131
36,546
7,571

278,257

80
130,171
75,743
658

477

1,418

7,258

5,977
25,731

247,513

58,183
58,183

42,789
42,789

13,030
13,030

The accompanying notes are an integral part of this schedule of expenditures of federal awards.
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Federal Grantor/Pass-Through Grantor/Program or Cluster Title

Environmental Protection Agency
Direct Programs
Office of Water
Great Lakes Program
Office of Research and Development
P3 Award: National Student Design Competition
for Sustainability
Greater Research Opportunities Fellowships for
Undergraduate Environmental Study
Pass-Through Assistance
Office of the Chief Financial Officer
Syracuse University
Syracuse University
Syracuse University
Syracuse University
Office of Research and Development
University of Rochester
University of Rochester

Total Environmental Protection Agency

National Science Foundation
Direct Programs
Engineering Grants
Mathematical and Physical Sciences
Geosciences

Computer and Information Science and Engineering

Biological Sciences

Social, Behavioral and Economic Sciences

Education and Human Resources

International Science and Engineering

American Recovery and Reinvestment Act

Trans-NSF Recowery Act Research Support

Pass-Through Assistance

West Virginia University

West Virginia University

West Virginia University

NEXID Biometrics LLC

Syracuse University

Syracuse University

Clemson University

Mathematical Association of America

Total National Science Foundation
Total Research and Development Cluster

Federal CFDA
Number

66.469

66.516

66.513

66.202
66.202
66.202
66.202

66.509
66.509

47.041
47.049
47.050
47.070
47.074
47.075
47.076
47.079

47.082

47.041
47.041
47.041
47.041
47.076
47.076
47.049
47.049

Pass-Through Entity
Identifying Number

17058-01139-S11
17058-01139-S30
22354-01668-S01
22354-01668-S11

PO#413183-G
PO#413184-G

SUB#01-598S-CU
SUB#01-5890-CLA
SUB#01-589L-CU
Not available
22258-01624-S05
22258-01624-S05.1
155-206-2008582
Not available

Federal
Expenditures

1,293,406

58,462

10,860

4,098
3,292
16,634
17,100

14,904
2,039

1,420,795

1,604,280
22,694
530,322
184,870
136,646
12,540
147,779
69,327

75,114

5,999
64,540
3,839
(2,042)
19,601
27,293
2,893
1,071

2,906,766
7,449,824

The accompanying notes are an integral part of this schedule of expenditures of federal awards.
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Federal CFDA
Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number

Student Financial Assistance Cluster
Department of Education
Office of Student Financial Assistance Programs

Federal Pell Grant Program 84.063
Federal Supplemental Educational Opportunity Grants 84.007
Federal Work-Study Program 84.033
Federal Direct Loan Program 84.268

Total Student Financial Assistance Cluster

TRIO Cluster
Department of Education
Direct Programs
Office of Assistant Secretary for Postsecondary Education
TRIO_Student Support Senices 84.042
TRIO_McNair Post-Baccalaureate Achievement 84.217

Total TRIO Cluster

Total Expenditures of Federal Awards

Pass-Through Entity Federal
Identifying Number  Expenditures

3,376,656
328,289
402,623

29,190,271

33,297,839

283,547
251,818

535,365
$ 41283028

The accompanying notes are an integral part of this schedule of expenditures of federal awards.
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1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal grant transactions of Clarkson University (the “University”) recorded on the accrual basis of
accounting in accordance with accounting principles generally accepted in the

United States of America. Because the Schedule presents only a selected portion of the
operations of the University, it is not intended to and does not present the financial position,
changes in net assets or cash flows of the University. Negative amounts represent current year
adjustments of amounts reported in prior years. CFDA and pass-through entity numbers are
included when available. The information in this Schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments and

Non-Profit Organizations.

2. Loan Programs

The University has the following loan balance outstanding at June 30, 2012. This balance is not
included in the federal expenditures presented on the schedule.

Outstanding

CFDA Loan Balance
Loan Program Title Number June 30, 2012
Federal Perkins Loan Program 84.038 $ 5,589,959

The loan program noted above is administered directly by the University and the balance and
transactions related to this program are included in the University’s basic consolidated financial
statements. The schedule of federal awards includes loan expenditures and disbursements to
students and administrative costs of the loan program for the year ended June 30, 2012. In 2012
the administrative cost allowance was $0. Loan cancellations, under CFDA Number 84.037, for the
year ended June 30, 2012 were $21,032.
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3. Subrecipients

Of the federal expenditures presented in the Schedule, the University provided federal awards to
subrecipients under its research and development cluster as follows:

Amount

CFDA Provided to

Agency Title Number Subrecipients
Department of Commerce 11.609 97,239
Department of Defense 12.100 27,642
Department of Defense 12.800 98,145
Department of Health and Human Senvices 93.865 37,849
National Aeronautics and Space Administration 43.001 40,800
National Science Foundation 47.041 45,471
National Science Foundation 47.076 117,456
Environmental Protection Agency 66.202 19,080
Environmental Protection Agency 66.469 579,269
Environmental Protection Agency 66.509 2,913
$ 1,065,864

4, Facilities and Administrative Costs

For research and development awards, the University has obtained predetermined facilities and
administrative cost rates for fiscal years 2011 — 2013, which have been reviewed and approved by
the Department of Health and Human Services, the University’s federal oversight agency. The
base rate for on-campus research is 52% for fiscal year 2012. The base rate for off-campus
research is 19.8% for fiscal year 2012. Both rates use modified total direct cost as a base.
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Report of Independent Auditors 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

The Board of Trustees
Clarkson University
Potsdam, New York

We have audited the consolidated financial statements of Clarkson University (the “University”) as of and
for the year ended June 30, 2012, and have issued our report thereon dated November 15, 2012, which
included an emphasis of a matter paragraph as the University changed the manner in which it classifies
accumulated total investment returns within net assets as a result of the adoption of ASC 958, Not-for-
Profit Entities (formerly FASB Staff Position No. 117-1). Additionally, as discussed in Note 12 to the
consolidated financial statements, the University acquired The Beacon Institute, Inc. effective October 3,
2011 and accounted for it in accordance with ASC 958, Not-for-Profit Entities. 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
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the University’s internal control over financial
reporting as a basis for designing our auditing procedures 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
University’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of University’s internal control over financial reporting.

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.

PricewaterhouseCoopers LLP, 1100 Bausch & Lomb Place, Rochester, NY 14604-2705
T: (585) 232 4000, F: (585) 454 6594, www.pwc.com/us
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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above. However, we identified a deficiency in internal control over financial
reporting, described in the accompanying schedule of findings and questioned costs as finding

number 2012-1, which we consider to be a significant deficiency in internal control over financial
reporting. 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University’s financial statements are free of
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
determination of financial statement amounts. 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 nhoncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the University in a separate letter dated
November 26, 2012.

The University’s response to the findings identified in our audit is described in the accompanying
Schedule of findings and questioned costs. We did not audit the University’s response and, accordingly,
we express no opinion on it.

This report is intended solely for the information and use of the University’s Board of Trustees,

management, federal awarding agencies, and pass-through entities, and is not intended to be and should
not be used by anyone other than these specified parties.
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November 15, 2012
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Report of Independent Auditors on Compliance With Requirements
That Could Have a Direct and Material Effect on Each Major Program and on
Internal Control Over Compliance in Accordance With OMB Circular A-133

To the Board of Trustees
Clarkson University

Compliance

We have audited the compliance of Clarkson University with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on each of its major federal programs for the year ended June 30, 2012, except as described in the
second paragraph of this report. Clarkson University’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of Clarkson University’s management. Our responsibility is to
express an opinion on Clarkson University’s compliance based on our audit.

We did not audit Clarkson University’s compliance with the billings, cash receipts, due diligence, and
portfolio management compliance requirements specified by the Federal Perkins Loan Program and
described in the OMB Circular A-133 Compliance Supplement. Compliance with these requirements was
audited by other auditors whose report thereon has been furnished to us, and our opinion expressed
herein, insofar as it relates to Clarkson University’s compliance with those requirements, is based solely
on the report of the other auditors.

We conducted our audits 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 Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about
Clarkson University’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our
opinion. Our audit does not provide a legal determination on Clarkson University’s compliance with those
requirements.

PricewaterhouseCoopers LLP, 1100 Bausch & Lomb Place, Rochester, NY 14604-2705
T: (585) 232 4000, F: (585) 454 6594, www.pwc.com/us
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In our opinion, based on our audit and the report of other auditors, Clarkson University complied, in all
material respects, with the requirements referred to above that could have a direct and material effect on
each of its major federal programs for the year ended June 30, 2012.

Internal Control Over Compliance

Management of Clarkson University is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, except as noted in the following paragraph, we
considered Clarkson University’s internal control over compliance with the requirements that could have a
direct and material effect on a major federal program in order to determine the auditing procedures for the
purpose of expressing our opinion on compliance 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 internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Clarkson University’s internal control over compliance.

We did not consider internal control over compliance with the billings, cash receipts, due diligence, and
portfolio management compliance requirements specified by the Federal Perkins Loan Program and
described in the OMB Circular A-133 Compliance Supplement. Internal control over these compliance
requirements was considered by the other auditors referred to above; and our report, insofar as it relates
to Clarkson University’s internal control over those compliance requirements, is based solely upon the
report of the other auditors.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their 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 internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration and the other auditors’ consideration of the internal control over compliance was for the
limited purpose described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. Also, the report of the other auditors did not
identify any deficiencies in internal control over compliance that they consider to be material weaknesses,
as defined above.
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This report is intended solely for the information and use of Clarkson University’s Board of Trustees,
management, others within the entity, federal awarding agencies, and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.
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February 18, 2013



Clarkson University
Schedule of Findings and Questioned Costs
Year Ended June 30, 2012

Section | = Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: Unqualified
Internal control over financial reporting:

. Material weakness(es) identified? Yes X_No

. Significant deficiency(ies) identified that are
not considered to be material weaknesses? X __Yes None reported

Noncompliance material to financial statements
noted? Yes X__No

Federal Awards
Internal control over major programs:

. Material weakness(es) identified? Yes X__No

. Significant deficiency(ies) identified that are
not considered to be material weaknesses? Yes X_None 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 510(a) of
Circular A-133? Yes X__No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
Various Research and Development Cluster
Various Student Financial Aid Cluster

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

Auditee qualified as a low-risk auditee? X __Yes No
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Clarkson University
Schedule of Findings and Questioned Costs
Year Ended June 30, 2012

Section Il — Financial Statement Findings

2012-1: Recording of Pledges Receivable

Observation:

During our testing of pledges receivable we noted a conditional pledge which was inappropriately
recorded and we observed that there can be significant delays from the time that Philanthropy receives
pledge payments until the time that Controllers Office is notified of such receipt. The results of these
issues were adjusted in the current year financial statements.

Recommendation:

The University should establish formalized communication protocols between the Controller’s office and
Philanthropy to ensure appropriate and timely accounting for pledges receivable.

Management's Response:
Management acknowledges the risk on delaying processing of pledge payments. The University will
establish a formalized procedure to ensure Philanthropy is remitting pledge payments timely to ensure a

proper cut-off. In an effort to improve our business process the Controller’'s Office will be performing
interim monitoring procedures regarding pledges.

Section Il - Federal Award Findings and Questioned Costs

None noted.
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Clarkson University
Summary Schedule of Prior Audit Findings
Year Ended June 30, 2012

Summary Schedule of Prior Audit Findings

No findings were noted in the prior year that required follow-up in the current year.
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Clarkson

February 8, 2013

Management's Response:

Management acknowledges the risk on delaying processing of pledge payments. The University will establish a
formalized procedure to ensure Philanthropy is remitting pledge payments timely to ensure a proper cut-off. ln
an effort to improve our business process the Controller’s Office will be performing interim monitoring
procedures regarding pledges.

Signed:
James D Fish
Chief Financial Officer



