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lowa College Student Aid Commission

Postsecondalz Registration Adminlstrator
200 10" Street, Fourth Floor
Des Moines, |A 50309
(5158} 725-3470

Statement of Financial Responsibility
and Exemption Request
lowa Code Chapter 714

Pursuant to lowa Gode §714 et seq., the undersigned school provides evidence of financial responslbility in erder to
malntain or conduct in Jowa one or more courses of instiuction, Including courses of instruction by corespondence;
orin order to solicit In lowa the sale of such course(s).

READ THE INSTRUGTIONS BEFORE STARTING THE STATEMENT

Al ltems must be completad before the applicafion will be considered as received by the Commission. Aitach
addilionat pages as needed {o provide the requested information. Respanses are required to have a2 minimum of a
summary paragraph on this form. Responses that include only statements simitar to “please sze alfached”, will be
considered incomplete. Other documents or materlals may also be atfached to support the application, Attachments
must be fabbed and clearly marked on both paper and pdf documenis.

This statement is (check one): [X]  Initigl filing (no filing fee)
[ I  Supplemental filing (no fillng fee)
[ 1 Renewsal

PART A - IDENTIFICATION

1. This staternent is filed on behalf of
Mame or litle of school;

Frankdin University

Address(es} of principal office(s):

211 South Grant Avenua

Columbus, Ohlo 43245-5380

Telephone number (including country or area code):

{614) 797-4700; (877) 341-6300

Email address:

www franklin.edy

2, State the name, business address, and business telephone number of the chief executive officer
of the scheol:

Dr. David R. Decker, President

201 South Grant Avenue

Columbusg, Dhio 43215-5309

(614) 947-6020




PART B — DESIGNATION OF IDWA RESIDENT AGENT

3. The designated resident agent in lowa for the purpose of yeceiving service in oivil actions is
(indicate name, address, and telephone number):

CT_Corporafion Sysfem

500 East Court Avenue, Suite 200
Des Moings, lowa 50308

(515) 245-4469

PART C - PROGRAMSITUITION/POLICIES

4. Enclose a copy of any catalog, prospectus, brochure or other advertising materizl intended for
distribution in lowa,

copy of Franklin Unjversity’s 2011-2012 Academic Bulletin Is a ed.

5. State the tultlon charges, fees and other costs payable to the schoal by a student.
(Attach and tab a copy of @ fae schedule produced for distribution to students/applicants.)

Please see page 23 of the 2011-2012 Academic Bullefin.*

6. State the refund policy of the school for return of refundable portions of tuition, fees, or other
charges, (Attach and tab a copy of a refund policy statement produced for distribufion to
studentsfapplicants.)

Please see pages 23 -24 of the 2011-2012 Academic Bulletin,*

* Marked by blue dividing sheet.

PARYT D - FINANCIAL SECURITY

7. |= ther school either:
1} a school for cosmetology arts and sciences lisensed under fowa Code §157.8; or
2) a barber school licensed under Jowa Code §158.77

[ 1 Yes Aiached is acopy of the license and onz of the following:

Security Option 1 — A copy of a continuous corporate security bond in the sum of $

(fill in the amount from aftached worksheet — Form 1S-1A} payabie ta the State of lowa
conditioned upon the faithful performance of all contracts and agreements with students. (See
instructions for sample bond language}.

Security Option 2 — A letter of credit from a bank In the sum of $ (fill in amount from
aftached worksheet - Form [S-1A) conditioned upon the faithiul performance of all contracts and
agreements with students.

[X] No. Attach a copy of a continucus corporate security bond payable to the State of lowa in the
sur of $§50,000 conditioned upon the faithful performance of all contracts and agreements with
students. (See instructions for sample bond language.)

Attached at Tab 1A.



8. Attach a copy of the organization's Certificate of Existence or Ceriificate of Authority, whichever is
applicable.

Attached at Tab 1B.

PART E — SIGNATURE

Applicant Organization’s Chief Executive Officer

Dr. David R, Decker President

Nane Title

o £ G/42/ 201/
Sloiratupe Date )

There is no annual renewal required for filing this statement, However, the financial security must be kept
current, and a school which uses information not on file may be subject to eivil or criminal llability,



Tab 1A



Hartford Fire Insurance Company INSURANCE COMPANY

INSTRUCTIONAL SCHOOL BOND

Bond No. 33BSBGA3212

KNOW ALL PERSONS BY THESE PRESENTS, That we, Franklin University

as Principal, and Hartford Fire Insurance Company  as Surety, are held and firmly bound unto the State of

Iowa in the sum of $ 50, 000 lawful money of the United States, for which payment we bind ourselves,

our successors and assigns, jointly and severally, firmly by these presents.

WHEREAS the Principal proposes to maintain, advertise, or conduct in Iowa a course of instruction for profit, or
for tuition charge, by classroom instruction or by correspondence and to enter into contracts and agreements with students
for such courses of instruction; this Bond is conditioned on the faithful performance of all contracts and agreements made
by it or its salespersons with students. If the Principal shall faithfully perform all such contracts and agreements, then this

obligation is to be void and of no effect.

PROVIDED, The liability of the Surety upon this Bond shall be continuous, except that the Surety shall have the
right to terminate its liability under this Bond by serving notice of its election to do so upon the State of lowa. The Surety’s
liability under the Bond shall be terminated and canceled effective thirty (30) days after receipt by the State of a written
notice signed by the Surety or its authorized agent, stating that the liability of the Surety is thereby terminated and can-
celed. Thereafter the Surety shall be discharged from any liability under this Bond for any default or violation of the terms
of any contract or agreement made by the Principal or violation of the laws of the State of lowa affecting such contract or

agreement occurring after the effective date of the cancellation of this Bond.

Signed and dated this 24th  day of May , 2011

Franklin ™miversity , Principal

By: £ ¢ MO0 ST st ion,

Hartford Fire Insurance Company

Ins. Co., Surety
By: gMH U Mﬂ/‘-f

ally Nolpe, "Attorney-in-Fact



Direct Inquiries/Claims to:

THE HARTFORD
POWER OF ATTORNEY = "
One Hariford Plaza
Hartford, Connecticut 06155

cail: 888-266-3488 or fax: B60-757-5835)

KNOW ALL PERSONS BY THESE PRESENTS THAT: Agency Code: 33 880123

Hartford Fire Insurance Company, a corporation duly vrgunized under the lrws of the State of Connecticut
|:| Hartford Casualty Insurance Company, a corporation duly organized under the faws of the State of Indiang
: Hartford Accident and Indemnity Company, a corporation duly organized under the laws of (he State of Connecticut
|::] Hartford Underwriters Insurance Company, a corporation duly organized under the laws of the State of Connecticut
|:| Twin City Fire Insurance Company, a corporation duly vrganized under the laws of the State of Indiana

]:l Hartferd Insurance Company of lllinois, a corporation duly organized under the laws of the State of [llinois

I:I Hartford Insurance Company of the Midwest, a corparation duly organized under the laws of (he State of indipna
I: Hartford Insurance Company of the Southeast, u carpuration duly organized under the laws of the State of Florida

having their home office In Hartford, Connecticut {hereinafter collectivaly refarred to as the “Companies”) do hersby make, constitute and appoint,
up to the amount of UNLIMITED :
SALLY VOI.PE, VIRGINIA PETERS, DOMME M. WI LECN OF COLUMBUS, OQOHIO

their true and fawful Attorney(s)-in-Fact, each in their separate capacity if more than one is named above, to sign its name as surety(ies} only as
delineated above by B4, and to execute, seal and acknowledge any and all bonds, undertakings, contracts and other written instruments in the
rature thereof, on behalf of the Companies in their business of guaranieeing the fidelity of persons, guaranteeing the perfarmance of contracts and
executing or guaranteeing bonds and undertakings required or permitted in any actions or proceedings allowed by law,

In Witness Whereof, and as autharized by a Resolution of the Board of Directors of the Companies on January 22, 2004, the Companies
have caused these presents to be signed by its Assistant Vice President and its corporate seals to be hereto affixed, duly attested by its Assistant
Secretary. Further, pursuant to Resolution of the Board of Directars of the Companies, the Companies hareby unambiguously affirm that they are
and will be bound by any mechanically applied signatures applied to this Power of Attornay,

LQWQ?LQ Cmﬁ-aa, Pl R

Wesley W. Cowling, Assistant Secretary M. Ross Fisher, Assistant Vice President
STATE OF CORNECTICUT }
.

Hartford
COUNTY OF HARTFORD

On this 3" day of March, 2008, before me personally came M. Ross Fisher, to me known. who baing by me duly swom, did depose and say: that
he resides in the County of Hartford, Stale of Conneclicut; that he is the Assistant Vice President of the Campanies, the corparations described in and which
executed the above instrument; that he knows the seals of the said corporalions; that the seals affixed to the said instrument are such corporate seals; that
they were so affixed by authority of the Boards of Directors of said corporations and that he signed his name thereto by like authority.

SN L A
Scott I, ['aseka

Notory Public
CERTFICATE My Commission EFxpires October 31, 2012

|, the undersigned, Assistant Vice President of the Companies, DO HEREBY CERTIFY that the above and foregoing is a true and carmect copy of
the Power of Attarnay executed by said Companies, which is stilf in full force effective as of May 24, 2011
Signed and sealed at the City of Hartford.

Gary W. Stumper. Assislant Vice Pregident

POYA 2000
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United States of America
State of Ohio
Office of the Secretary of State

I, Jon Husted, do hereby certify that I am the duly elected, qualified and present
acting Secretary of State for the State of Ohio, and as such have custody of the
records of Ohio and Foreign business entities; that said records show FRANKLIN
UNIVERSITY, an Ohio not for profit corporation, Charter No. 331378, having its
principal location in Columbus, County of Franklin, was incorporated on June
23, 1964 and is currently in GOOD STANDING upon the records of this office.

Witness my hand and the seal of the
Secretary of State at Columbus, Oliio
this 2nd day of August, A.D. 2011

9,, Haots/

Ohio Secretary of State

Validation Number: V2011214ADABD0



lowa College Student Aid Commission
Postsecondary Approval and Registration Administrator
200 10" Street, Fourth Fioor
Des Moines, 1A 50308
{615) 725-3470

Application for Approval and Registration
of Postsecondary School
lowa Code Chapter 261B

Pursuant to lowa Cods 261B, the undersigned schoal applies for registration fo cenduct or maintain one or more
courses of Instruction, including courses of instruction by carrespondence, where the courses are offarad in lowa or
the school has & presence in lowa and desires to offer courses in othar slates or foreign countrles.

Submit & paper document and a complete duplficate in pdf formal on a CD.
Applications may be submitted electronically by contaciing the Posisecondary Approval Admiinistrator at the lowa
Callege Student Akl Commission.

Applications fer an initial approval and registration must include a non-refundable check for $4,000 payable to the
State of lowa,

Application fees are to be sent to:

Postsecondary Approval and Reglsiration Adminlstrater
200 10" Street, Fourth Floor
Des Moines, |A 50300

All items must be completed bafore the application will be considered as received by the Commission, Aftach
additional pages as needed to provide the requestad information. Responses are required to have a minimum of a
summary paragraph on this formi. Responses that include anly statements similar to “please see attached”, wii he
considerad incomplete. Other documents or materials may also be attached to support the application. Attachments
must be tabbed and clearly marked on both paper and pdf documents.

{Regisiralions must he renawed every four years or upon any substantive change in program offerings, logation or
accreditation.)

1. Name of school and address of the principal office as defined in lowa Code
Section 490,140 or 510.141: [(261B.4(2))] and [{2618.4{1))]

Name of School: Franklin University

Suite: Not applfcable

Street: 201 South Grant Avenue

City: Columbus

State: Chio

Zip: 43215-5399

Country: U.8.A.

Telephone Number {including country or area code):
(614) 797-4700

(877) 341-6300
2. Type of corporation:

Non-profit



Address of this school in all other states, and in foreign countries:

Lake Pointe Center 5

8415 Allison Pointe Boulevard, Suite 400
Indianapolis, Indiana 46250

(317) 428-3100

(877) 341-6300

Address of all locations in lowa where instruction is to be provided:

Not applicable. The university maintains no physical facilities in lowa. The curricula for
alf Franklin University degree programs offered to lowa residents are deliverad entirely
online,

Tuition charges, fees and other costs payable to the school by the student

[(261B.4(3))}:

Undergraduate Educational Costs:

Initial Processing Fee {non-refundable); $25
Standard {uition per credit hour: $375
Tuitian per eredit hour for Computer Science, Graphics,

Web Development, Information Technology & MIS courses: 3440
College Level Examination Program (CLEP); $92

(CLEP examination fee: $72; administration fee: $20)
Franklin University’s Proficlency Examination (FUPE) per credit hour

attempted: $40
Prior Learning Partfolio evaluation per credit hour requested: $50
Deferred tuition application fae (non-refundable): $50
Late payment fee for deferred tuition reimbursement pian: $100
Graduation application fee: $55
Returmned check processing fee: 325
Cost of collection of past due balances — actual cost incurred: Varies

Graduate Educational Costs:

Application fee (non-refundable): $30

Advance deposit (non-refundable): $100

Standard tuition per credit hour (First credit hour cost is considered a
non-refundable deposit applied to the Inltial trimester of enrofiment):  $540

Tuition per credit hour for M.S. Computer Scisnce; $605
Tuition per credit hour for M.S. Instructional Design & Performance

Technology: $475
Deferred tuition application fee (non-refundable): $50
Late payment fee for deferred tuition reimbursement plan: $100
Graduation application fee (non-refundable): 75
Returned check processing fee: 525
Cost of collaction of past dug balances ~ actual cost incurred: Varies



Please see Frankiin University's 2011-2012 Academic Bulletin, page 21,

NOTE: All pages noted in the Frankiin University Academic Bulletin are marked with a
blua dividing sheet for sasy reference.

Refund policy of the school for the return of refundable portions of tuition, fees, or
other charges [(261B.4{4))]. If the refund policy is attached, please summarize the
policy below:

In compliance with Section 668.22 of the Code of Federal Regulation, current studenis
who prepay all tuition and fees and subsequently withdraw wilf receive a refund
percentage of their fuition based on the date that the Add/Drop Form is submitted. No
tuition is charged if a student withdraws during the first week of classes, Please see
Franklin University’s 2011-2012 Academlc Bulletin, page 21, for additional details.

Degrees granted by the school [{2618.4(5))}:
Offered in lowa [(261B.4{11))I:

In all, Franklin University offers thirty (30) undergraduate and five (5) graduate degree
programs; degrees awarded are listed helow. Please see Franklin University's 2011~
2012 Academic Bulletin, pages 40 — 117 and 124 - 131, respectively, for additional
details.

Associate of Science

Bachelor of Sciehece*

Master of Business Administration
Master of Science

* The Bachelor of Science — Nursing will be offerad as a purely online program
beginning in January, 2012. An RN license is required for admission to the program,
which includes ro in-state clinical or faboratory work. This degree program has been
approved by the Onhio Board of Regents, but is not yst listed in the Academic Bulletin.
Offered outside of lowa:

As above

Name, business address and felephone number of the chief executive officer of
the school [(261B.4(7))]:

Name: Dr. David R. Decker, President

Suite: Not applicable

Street: 201 South Grant Avenue

City: Columbus

Stata: Ohio

Zip: 43215-5309

Country: USA

Telephone Number (including country or area cods):
(614) 797-4700
(877) 341-6300



10,

11.

12.

Provide a copy or description of the means by which the school intends to comply
with 261£.9 [261B.4(8))1.
Code Section 261B.9 is as follows:

261B.9 DISCLOSURE TO STUDENTS
Prior to the commencement of a course of instruction and prior to
the receipt of a tuition charge or fee for a course of instruction, a
school shall provide written disclosure to students of the following
information accompanied by a statement that the information is being
provided in compliance with this section:

1. The name or title of the course.

2. A brief description of the subject matter of the course.

3. The tuition charge or other fees charged for the course. i a
student is enrolled in more than one course at the school, the
tuition charge or fee for all courses may be stated in one sum.

4, The rsfund policy of the school for the return of the
refundable portion of tuition, fees, or other charges. ¥ refunds
ara not to be pald, the information shall state that fact,

5. Whether the credential or certificate issued, awarded, or
credited to a student upon completion of the course or the fact of
completion of the course is applicable toward a degree granted by the
school and, if so, under what circumstances the application will be
made.

6. The name of the accrediting agency recognized by the United
States Department of Education or its successor agency which has
accredited the school.

Response:

Ali information enumerated in and required by Section 261B.8, above, is contained in
Franklin University's 2011-2012 Academic Bulletin, Page 5 contains information about
institutional accreditation, and information regarding tuition and tuition refunds is found
on page 21. Details regarding specific programs may be found on pages 40 — 117
{Undergraduate) and 124 — 131 (Graduate); details regarding specific courses may be
found on pages 132 — 179.

Name, address, and telephone number of a contact person in lowa [261B.4(4 ot
Not applicable; Franklin University’s administration is located in Columbus, Ohic.

Name, address, and title of the other officers and members of the legal governing
body of the school:

Franklin University is a non-profit independent university governed by a Board of
Trustees and lead by its president, Dr. David R. Decker. Please see attached List of
Franklin University Board of Trustees — 2011 at Tab 2A_

Names and addresses of persons owning more than 10% of the school

[(261B.4(6))]:



13.

14.

Not applicable (see Question 11, above)

Name all agencies accrediting the institution. For each agency, include name,
address, telephone number, and whether the agency is recognized by the U.S.
Department of Education. [261B.4(8))]. Attach copies of accreditation cartificates
of status for each agency. if the lowa location is not accredited, provide
accrediling agency certification that the lowa location will be granted
accreditation upon approval by the College Student Aid Commission. Provide
documentation that every location of applicant school is approved by the
accrediting agency and in good standing, for all locations throughout the world.

Name: The Higher Learning Commission of the North Central Association of
Colleges and Schools*

Suite: 7-500

Street; 230 South LaSalle Street

City: Chicago

State: liHinois

Zip: 60604-1411

Courtry: U.S.A,

Telephone Number (including country or area code);
(312) 263-0456
(800) 621-7440

Contact Person;
Dr. Eric Martin

Please ses altached dosumentation at Tab 2B.

*The Higher Learning Commission of the North Central Association of Colleges and
Schools is recognized by the U.S. Department of Education.

Name: The International Assembly for Collegiate Business Education (IACBE)*
Suite: Not applicable

Street: P.O. Box 3860

City: Qlaths

State; Kansas

Zip: 66063

Country: U.S.A.
Telephone Number (including country or area cods):
{913) 631-3009
Contact Person:
Dennis Gash, Vice President and Chief Accreditation Officer

The IACBE is a specialized accreditor of Franklin University's College of Business.
Flease see attached documentation at Tab 2C.

**The IACBE does not serve a purpose relating to student financial aid and thus is not
eligible {o be recognized by the U.S. Depariment of Education.

Describe the procedures followed by the school for permanent preservation of
student records. [261B.4(12)]].



15.

16.

17.

Frankiin University recognizes that efficient management of its records, regardiess of
their form or medium, is essential to support our core functions, to comply with our tegal
and regulatory obligations, and to contribute to the effective management of the
institution while ensuring that historically significant records are preserved to document
university history.

Therefore, university facufty and staff will:

* Retain records according to established records retention schedules

o Maintain active and inactive records in appropriate storage equipment
and locations

o Preserve records of historical significance

+ Protect sensitive or private information using secure methods of
recordkeeping and disposal
Identify and protect vital and archival records
Discard {in an approved manner) records ne longer required
Arrange for the orderly transfer of inactive records to designated off-site
storage

Provide the contact information to be used by students and graduates who seek
to obtain franscript iInformation:

Any current or former student wishing to obtain a transcript may do so at!
hitp: Afranklin edu/student-services/registrartranseripts/

List the states and approval or registration agencies for all states in which the
school operates or maintains a presence.

Franklfin University currently holds active licenses to operate in Ohio, Arkansas, Indiana,
Iinois, Kentucky, Oklahoma and Wisconsin, issued by the entities listed below:

Ohio Secretary of State

Ohio Board of Regents

Indiana Secretary of State

The Indiana Commission on Proprietary Education

Arkansas Higher Education Coordinating Board/Arkansas Department of Education
lHinois Beard of Higher Edusation

Stata of Wisconsin Educational Approval Board

Oklahoma State Regents for Higher Education

Keniucky Councill on Postsecondary Education

Describe the academic and instructional methodologies and delivery systems to
be used by the school and the extent to which the school anticipates each
methodology and delivery system will be used including, but not limited to,
classroom instruction, correspondence, internet, electronic telecommunications,
independent study, and portfolio experience svaluation. [{261B.4(13))].

towa residents may access Franklin University's programs in two ways. First, students
may enroll in and complete any of the Associate, Bachelor or Master degree programs
online. Second, through the university's Community College Alliance Program (CCA),

towa residents enrolled at Eastern lowa Community College, North lowa Community



18.

19.

20.

21.

College or Northwest lowa Community College may achieve a Bachelor degree without
leaving their local community. Such students finish their Associate degree with an
optien to complete approximately twenty-four (24) semester credit hours of additional
preparation (“bridge”} coursework from their [ocal community college. They then
complete a minimum of forty (40) semester credits of Bachelor degree completion
courses online from Franklin University.

All Franklin University degree programs available to lowa residents are conducted
entirely online via the students’ personal internet connection. A wide array of Jearning
methodologies and applications are available, including online courseware, scientific
simulations, business applications, desktop publishing software, and a variety of
programming envircnments.

Provide the name of every other State of lowa agency required to approve the
applicant school in lowa, the school's contact person at the agency and the
current status of that approval. Attach documentation in the form of a letter or
certificate for each agency.

lowa Secretary of State (see attached Certificate of Authority, dated August 22, 2011, at
Tab 2D).

Is the school subject to a imitation, suspension or termination (1.S5T) order issued
by the U.S. Department of Education?

No

Provide the name and contact information for a U.S. Department of Education
official who can verify the LST statement.

David Spencer

U.S. Department of Education

500 West Madison Street, Suite 1427
Chicago, Hlinois 60661

{312) 730-1511

Do you:
Enroll students in lowa?

Yes (through direct online enrollment and through the Community College
Alltance (CCA) program)

Employ lowa faculty?
Yes

Do you intend to:
Enroll students in fowa?

Yes

Employ lowa faculty?



22.

23.

24,

25,

26.

27.

28.

Perhaps; see Number 22, below

Describe current operations or plans to enroll students in lowa or employ lowa
faculty.

Franklin University is a purely online institution in the state of lowa and will therefare
maintain no physical facilities in the state. Students may enroll in the university’s online
degree programs on their own, or through Franklin’s Community College Alliance (CCA)
program. State community colleges currently part of the CCA program include: Eastern
lowa Community College, North fowa Community College and Northwest lowa
Community College. For more information on Franklin’s CCA program, please see the
“University Partnerships” section of the 2011-2012 Academic Bulletin, pages 10 — 11.

Franklin University does not currently send representatives to lowa for the purposes of
meeting or recruiting students through the CCA program.

Name, address, and telephone number of full-time employees in lowa.

Not applicable

Will your school comply with lowa Code Section 261B.7 limiting the use of
references to the Secretary of State, State of lowa, or College Student Aid
Commission in promotional material (see the fowa Code for details)?

Yes

Will your school comply with the requirements of Jowa Code section 261.9(1)“e” to
“g"? (See the lowa Code for details.)

Yes

Does the school agree to file annual reports that the Commission requires from all
lowa colleges and universities?

Yes

Attach a copy of the applicant school’s most recent audit prepared by a certified
public accounting firm no more than 12 months prior to the application and state
below where, in the audit report, there is evidence that the auditor is providing an
unqualified opinion.

Franklin University’s Annual Report for 2009 and 2010, dated October 12, 2010, which
includes the Report of Independent Auditors on Financial Statements, is attached at Tab
2E.

Describe how students will be provided with access to learning resources,
including appropriate library and other support services requisite for the schools’
degree programs.



Franklin University is a purely online institution in the state of lowa and will therefore
maintain no physlcal facilities there. Students participate in Franklin courses through
their personal computers’ internst connestion. While the university will have no in-state
facilities, the Franklin University Nationwide Library provides robust online resources and
sarvices to support online students,

All Franklin University students have access to services provided electrenically or by
phone through the Nationwide Library at the university’s main campus in Columbus,
Chio, during its hours of operation: Monday — Thursday 8 a.m. - 10 p.m.; Friday 8 a.m. —
5 p.m.; Saturday 8 a.m. —4 p.m. and Sunday 1 p.m. — 5 p.m. {Eastern Standard Time).
These services include research assistance from a staif of eight fulldime librarians, ai
credentialed with MLIS degrees from AlLA-accredited institutions. Librarians can assist
students remotely over the phone, by emall, and by instant message chat (i.e., LibChat},
The main point of access for these remote services is the Franklin University Nationwide
Library’s website: hitp./Avww. franklin.egdu/library/

Franklin University’s Library makes a concerted effort fo purchase most books and
periadicals in electronic format to support its large number of online students who use
library services remately. The library has a vast collection of electronic books, journals
and databases, which are accessibla both on- and off-campus by all Franklin University
students, regardless of their location, 24 hours a day, 7 days a week.

To support its philosophy of meating the information needs of the students it serves,
Franklin University's library also holds memberships in strategic library resource
consortiums to provide a greater selection of electronic resources fo all students. The
library’s membership in two Ohio-based consortiums, OhioLINK and OhioNET, gives it
leverage to afford subscriptions to a large variety of electronic databases, which include
electronic journals, books (i.e., ebooks), digital films, images and multimedia content.
These electronic resources are available to Franklin University's lowa students as well,
through their myFranklin accaunt usernames and passwords.

Through Frankfin University’s OhioLINK consartium membership alone, the following
rescurces are available remotely to all currently enrolled Franklin students:

150 elecironic research databases

14,000 electronic journals

Mlllions of electronic articles

62,000 ejectronic books (ebooks)

Thousands of digital images, and video and audio files
26,000 theses and dissertations

vy & & & & @

In addition to consortium-sourced databases, the library subscribes to many stand-
alone {i.e., non-consortium) databases as well. Al electronic resources are purchased
to support the curricufum of Franklin University. For example, in suppoit of the
university's Business Administration degree programs, the library subscribes to subject-
specific databases like Standard & Poor’s, Morningstar, and Business and Company
Resource Center, among many others, io provide students with access fo financiat
material and business periodicals not freely available online,



29,

30.

31.

The General Education courses are also supported by electronic journal article
databases such as Global Jssues in Context and Academic Search Complete, as well as
electronic book databases like ebrary, ACLS Humanities, and netlLibrary. These
resources are easily accessible with students’ myFranklin username and password,
whether they are on campus or distance learners. A full list of the university's electronic
databases can be found on the fibrary website at:

http:/ffranklin.edullibrary/articles-databases/

Tutoring services are provided to online students th rough Franklin University's Student
Learning Center (SLC). Students can receive help with math, writing, computer literacy
and program-specific subjects through real-time online tutoring. Group workshops are
also offered online through the SLG, and recordings of these workshops are frealy
available on the SLC's website, Further details on the services provided by the S1.C can
be found at: hitp:www.franklin.edu/student-servicas/student-learning-center/

Provide evidence that faculty within an appropriate discipline are invelved in
developing and evaluating surriculum for the prog ram{s) to be registered in lowa.

Franklin University employs a team approach to the creation of curricula, which involves
tead faculty who are experts in their fields, instructional design faculty, content
contributors, and resources from academic services such as the Library, Student
Learning Center, and Multimedia team. Considerable resources and intefiectual talent
are invested in assuring quality, consistency, and relevancy in learning outcomes,
activities and assessments at the institutional, program, course, and curricula levels to
meet the learming styles of the adult student. The Curricuium Development Teams for
each degree program are listed in Franklin University's 2011 — 2012 Academic Butlletin,
directly beneath the title of the program {pages 41 — 117 for Undergraduate degrees,
and pages 125-131 for Graduate degrees);
hitp:/hwww.franklin.edu/franklin/files/bultetin/Yudy Final-8 2 11.pdf

Academic quality is ensured by considering each course section not as an independent
offering measured in isolation, but rather as an integral part of the overall institution’s
quality assurance and continuous improvement process. Franklin University assesses
alt academic programs and learning outcomes on a reqular basis and relies heavily on
the assessment results to redesign and improve curricuum.

Provide evidence that the school has adequate physical facilities appropriate for
the program{s} to be offered and are iocated In the state. Include a copy of a
signed agreement for a facility purchase or lease or option fo purchase or leage.
Please include a photograph of the location.

Not applicable; all degree programs and courses available to lowa residents are Internet-
based,

Include a statement, signed by the chief executive officer of the applicant school,
on school letterhead, demonstrating the school’s commitment to the delivery of
programs located in lowa, and agreeing to provide alternatives to students to
complete programs at other institutions if the applicant schoo! closes the program
before students have completed their courses of study.

See attached letter from Franklin University President Dr. David R. Decker, at Tab 2F.

1n



32,

33.

34.

35,

36.

37.

Provide an organizational plan that shows the location and physical address,
telephone number, fax number and contact information for ali internet-based and
site-based educational locations, administrative, and service centers operated by
the applicant and any parent organization.

As previously stated, Franklin University has no physical focation within lowa. Al
administrative and support services originate from Franklin's main campus in Columbus,
Ohio. The university's web address is www.franklin.edu and enrolled students access
university curriculum, coursework and services at hitp:/ferww.my franklin.edu,

Provide documentation showing the school’s policy for the resolution of studant
and graduate comments and complaints, Provide complete contact information to
which compfainants may be referred.

Frankiin University's policy for the resolution of student and graduate commenis and
complaints Is referenced within the ‘Process for Student Concerns’ section of the 2011~
2012 Academic Bulletin, page 25. The complete policy regarding student comments and
complaints may be found on the university's website in sections Il and IV of the Student

Code of Conduct at: hitp:/fwww frankiin. edwao/cenduct.

Provide a copy of a current Certificate of Authority provided by the applicant’s
home state and the lowa Secretary of State.

A current Certificate of Good Standing, from the Secretary of State of Ohio, is attached
at Tab 2G. A copy of the Certificate of Authority issued by the lowa Secretary of State is
attached at Tab 2D.

Provide the U.S. Department of Education cohort default rate for each associated
organizational entity for which the U.S. Department of Education reports a cohort
defauit rate.

The 2008 cohort default rate for Frankiin University is 3.2% (most recent data available).

Provide the average debt upon graduation of individuals completing programs at
each branch location and the entire organization.

The average debt of Frankiin University students upon graduation is $23,752.00.

Provide the U.S. Department of Education cohort graduation rate for each branch
location and the total organization, showing rates for graduates of diploma, two-
year, and four-year programs, if those rates are reported to the U.S. Department of
Education National Center for Education Statistics.

The average age of Franklin University undergraduate students is thirty-four (34),
Consistent with the adult student population nationwide, most balance their education
with work, family and other civic obligations. Therefore, most Franklin University
students attend school part-time. The standard reporting required by the federal
government (IPEDS) only includes first-time, full-time students who begin in the fal term.
This represents less than 4% of the total student population at Frankiin University. The
graduation rate of firsi-fime, full-time, fall-enrolled students (IPEDS) is 38%.

11



For a visual representation of this data, graduation rate information is published on the
Consumer Information page of Frankiin University’s wabsite at:

http:/iwww franklin.eduffranklinffiles/heoalaraduation_rate of first time full fime.pdf
SIGNATURE

Applicant School Chief Executive Gfficer

Dr. David R, Decker President

Name Title

Qo £ 4)p2] 2001
Sigriature ™~ Date

If any information in this application changes between the time of application and
Commission action, the school must inform the Commission by filing an Amended
Application clearly indicating the information which is being amended. Amendments
must be received before the Commission takes action,
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Officers:
Board Chair

Gary James *71
President, Dynalab fnc.

Vice Chair
Gary Flynn “71
President (retived), Ross Products, Div. of Abbott Labs

Secretary
Sue Doody
President, Lindy's Restaurant

Melissa Ingwersen (immediate past Chair)
President, Central Ohio Region, Key Bank

Board Members:
Jack Cartner *63
President, MoTrim, Inc.

Jo Ann Davidson
President, JAD & Assoc, LLC

Mary Duchi
Vice President, Battelle

Phil Fankhauser ‘68
Co-Founder & Principal, EPCON Communities, Inc.

Anthony Gonsalves
Chief Marketing Officer for Allied Insurance, Nationwide

Eugene Griffin ‘84
Principal Founder, Dynamix Engineering Ltd.

Bruce Hagan
Regional Executive & President, Dublin Methodist Hospital
and Delaware 's Grady Memorial Hospital

Judy Huang
FPresident/CEQ 889 Global Solutions

Matthew Jauchius
Senior Viee President & Chief Strategy Officer, Nationwide

Carl E. Johnson
Director, Manufacturing North America Automotive
Aftermarket, PPG Industries

Floyd Jones ‘85
Sr. VP External Affairs (Retired), The Dispatch Printing Co.

James Kunk
Central Region President, Huntington National Bank

Franklin University Board of Trustees- 2011

Greg Lashutka
Sr.VP for Corporate Relations (retived), Nationwide

Clarke Price ‘69
President & CEQ, Ohio Seciety of CPAs

Peter Roche
Senior Vice President (Retived), Chemical Abstracts Services

John Rehlin *70
President, J B, Ruhlin and Asseciates

Ralph Sanese *75
President, Sanese Services

Thomas Shoupe
Senior VP, Honda of America Manufacturing

Carole Watkins ‘83
Chief Human Resources Qfficer, Cardinal Health

Trustees Kmeriti:

Robert L, Bailey

Chairman (Retived), State Auto Insurance Companies
William M. Bennett

Vice Chairman, Community Relations (Retired), Bank One
Dr, Robert S. Crane, Jr.%

Crane Plastics Company

David J. D’ Antoni

Senior Vice President (Retired), Ashland Inc.

J. Richard Emens

Attorney at Law, Partner, Chester, Willcox & Saxbe
Phytlis Greene

Community Service Leader

Gen, Raymond Mason**

AUS Ret. Major General; Chairman, Columbus Truck &
Equipment Co.

Roger Merrill

National Security, Space and Tronsportation Research Battelle
Memorial Institute (Retived)

James W. Phillips **

The Galbreath Company

C. Kenneth Smith, C.P.A**

Consultant, Evnst & Young, CPA’s

George Snodgrass **

Rockwell Corporation

Ralph E. Waldo, C.L.U.**

Columbus Life Inswurance Co., Inc.

*Posthumously  ** Deceased
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& Lommiares of the

U A -
o Lot vod Pt
HLC Home
About HLC
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Resources for Institutions
Resources for Peer Reviewers
Commission Policies
HLC Events
Understanding Accreditation
Directory of HLC Institutions
HLC and the Public
Complaints
Public Disclosura Notices
Visit List
Freg ly Asked Q
(FAQs)
Feedback on the Web Site
Site Map

.ﬂ' Reviow Alphs Document Ligy search... Search HLC

Site Documents

Home + Understanding Accreditation » Directory of HLG Institutions
Currently or Previously Affiliated Institutions - 10/11/2011
Information provided on the Statement of Affiliation Stetus reflocts the most recent actions of the Commission. The
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public until final action has been taken.

Franklin University

201 S. Grant Ave.
Columbus, OH 43215-5399

www franklinedy

Statement of Affiliation Status ... e o gemnons

Chief Executive Officer: Dr. David Ritchie Decker, President
HLC Institution ID: 1839

Current Accreditation Status: Accredited

Candidacy Date(s): 1974

Accreditation Date(s): (1976- )

Commission Participation; PEAQ PARTICIPANT

Year of Last PEAQ Comprehensive Evaluation; 2007 - 2008
Year of Next FEAQ Comprehensive Evaluation: 2017 - 2018

Last Action: 08/115/2011

Legal Status: Private NFP
Degrees Awarded (details befow): A, B, M

Stipulations on Affiliation Status:

Accreditation at the Master's level is limited to the Master of Business Administration, the Master of Seience
in Human Services Management, the Master of Science in Marketing and Communication, the Master of

Sci in Computer Sci , the Mastar of Science in Accounting, and the Master of Science in
Instructional Design and Performance Technology. Prog offered through inter ]
must be delivered in English.

Approval of New Degree Locations:

The C ‘s St lined Review P is only avai for offeri i d
within a 50 mile radius of the home campus in Columbus, Ohio.

App ! of Dist, and C Courses and Programs:

New Commission policy on institutional change became effective July 1, 2010, Some aspects of the change
p ffecting dist deli d and prog are still being finalized, This entry will be
updated in 2011 to reflect current policy. In the time, see the Ci ission's Web site for information
on king approval of dist d i and prog

Reports Required:

Progress Report: 07/31/2012; A report on foreign locati i tisfacti t,
and pli with and i for ar t:

Other Visits Scheduled:

Organizational Profile cwneon

Enroliment Headcount (last updated: 04/22/2011)

Fuil-Time Part-Time
Undergraduate: 2708 4357
Graduate: 727 226
Dual enrcliment (high school} programs: 27

Degree Programs (last updated: 04/22/2011)
Programs Offered Degrees Awarded in Last Reported Year



Directory of HLC Institutions

Assoclate Degrees
Bachelors Degreas
Mastars Depreas
Speciallst Degrees
Doctoral Degreas

28
1
1]
Q

1489
430

Certificate Programs (last updated: 04/22/2011)
Programs Offersd Cenrtificatas Awarded in Last Reposted Year
Cettificains i 0

OfF-Campus Activities (!ast updated; 04/22/2011)

In-State: Campuses: Nona
Additlonal Locat Dt (Dl ] 1 Dubtln (Bubin} ; Westenvile (Wastarvilia )
Course Locations: HNone
Cut-of-State: Campuses: Hena
Addifianal Locations:  Indianapolis, IN (Lake Pofnte Cenber]
Course Latations: None
Cut-of-0.8.: Campusas: None
Additional Locations;  Chengdy, China {Sichian U y} ; Ditola, & (Unlversity 8t Kiiment
Ohridski - Bitala) ; Muscat, Oman (Medem College of B & Sclenca) ; Wrod
Poland (Wroclaw Sehool of Banking)
Course Locations: Bratislave, Slovakia {Econonmics University] ; Dmnpmpsmk Ukraina {Nations
Minirg Uni y }; Hanod, Vi (Vietn: ty)
Dist Leaming {ast updated: 047222011}
Distance Ed
Asscci 02,0201 Grgan | ication, G ! (Organt Communication) {intemel)
Assocista - 11,0103 I jon Technology (nformation Technalogy) {Mtamet)
Associate - $1.0701 G Sdence (Cony ) (b
Associata - 52,0001 Businassﬂdﬂniwaﬁonam‘ ! t, & 1 {Bzsh hdministiration) {infemat)
Assoctate - 52,0301 A g {A ing) {!

Assoeiata - 52.0399 Accounting and Relatad Semces. Cither (Forensic Accounting] (intemet)
Associata - 52,0809 Finance, General (Financial Mapagamenl) (internat)

Bachelor - 09,0601 Oryanizational C viestion, G (Organlzalional Communication) (Mtetnet}

Bachelor - 08,0502 Public Relaions/image Maneg (Public Relations) {

Baehelor - 11.0103 information Technalogy {h ion Technology) (k i)

Bachelor - 11.070F Computar Sci (Commy Scienca) {k )

Bachelor - 11.0801 Web Page, DigitalMultimedia and Inf ior R Design (Weh Dovelopment) {Intecmet)

Bachelor - 30.9989 Mul-nterdiscipiinary Studies, Other (Inlerdisciptinary Studies) (ntemet)
Bachelor - 42,2804 Intusirial and Organmumni Psychology (Anplied Psyehelogy) Unlernel)

Bachelor - 43,9999 K Security, Law E: 1t, Firefighting and F Sewvices, Other (Public
Salety Management] (ntemet)
Bachslor - 43,9999 Hi g3 ty, Law Enf: F ghting and Related Protactive Services, Other (Safely,

Security and Emergency Management) (internet)
Bachalor - 460501 Ec ics, General {Busi E {Int
Bachalor - 500411 Gama and Interactive Madia Deslgn (lmotacﬁve Media Des:m) {Irltsmel]

Bachelor - 51.0701 HealthvHealth Care Administrat t [Alled Healt gement) (L
Bachalor - 51.0701 HealthHealth Cara Adnin i 1 (Healt M {E

Bachelor - 51.0707 Health information/Macdieal Retords Technnrcgyn' schnician (Healthcare rnfnnnaum Systems
Mgmd) {intemet)

Bachefor - 52.0201 Buyl Adminl! and g t, 5 d (Buslness Administration) (ntemet)
Bachelor - 52,0201 Bus) A and Marmag G | (Manag ) (ntemed)

Bachelor - 52 0201 Business Admintstration and M. General {Organk Leadership} {intermal)

Bachelor - 520005 Operations Management and Supervision {Applied Management) (ntemet)

Bachelar - £2.0205 Operalions Management and Suparvision {Oparations and Supply Chain Managemeni} (intemnet)
Bachelor - 52 0249 Business M:runlslﬂlbn Managelmnt and Operations, Other {Busi }
Bachelor- 52.0301 A g (A ing) {

Bachetor - 520389 Accounting and Related Sennaea Other (Foransic Azcounting) {intemel}

Bachetor - §2.0801 Finance, Ganaral (Financial Management} {intarmet)

Bachielor - 520804 Financial Pianning and Sarvices (Financlal Plann.ng} {Imemeﬂ

Bachalor - 52.1001 Human R onel Adl ) {Human R:
Managament) {internet)

Bachator - 52,9201 4 g y G ) (i [ fon S 3 {h )
Bachalor - 52,1401 Marketing! 18 M. {Marketing) (Internmet)

Bachelor - 52.1498 Markating, Cthar (e-h 2} {} )

Master - 11.0701 Computar Sei {Cormy Sclence) (L

Master- 13.0301 C tumn and | i ral Desly andd P Techrology)

Master - 520201 Busi Adeydni and Mar t, Genaral (M.B.A) (intemel)

Masler - E20501 Amunﬂng m:m:.mng] (Intemei}

Master - 521401 Marketh ) ing and Ct leation) (Inlamet)

Cormaspondenca Ed
Hene

Highar Learning Commission - 230 South LaSage Sireed, Suls 7-500 « Chicega, L 60604
Compct b » walrmasta LMY onev e o - 200621 TAA0
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SECRIETAIRY OIF STATIE

504RFN-421910
FRANKLIN UNIVERSITY

ACKNOWLEDGEMENT OF DOCUMENT FILED

The Secretary of State acknowledges receipt of the following document:

Certificate of Authority

The document was filed on Aug 22 2011 9:59AM, to be effective as of Aug 22 2011
9:59AM.

The amount of $25.00 was received in full payment of the filing fee.

A

MATT sgHULYZ S[-:%ETARY OF STATE
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A, Crowe Horwath.

Crowe Horwath LLP
mdepondent MomBeor Crowa Honwath Intemationat

REPORT OF INDEPENDENT AUDITORS ON FINANCIAL STATEMENTS

Board of Trustees
Franklin University
Cotumbus, Ohio

We have audited the accompanying statements of financial position of Franklin University (‘the
University™) as of July 31, 2010 and 2008, and the related statements of activities and cash flows for the
years then ended. These financlal statements are the responsibility of the University’'s management. Our
respansihility is to express an opinion on these financial statements based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obiain reasonable assurahce
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. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all materal respacts, the
financial position of Franklin University as of July 31, 2010 and 2009, and the results of its operations and
ite cash flows for the years then ended in conformity with accourding principles generally accepted In the
United States of America,

As discussed in Note 1 to the financial statements, the University changed its methed of accounting for
colrse module development costs in 2010.

&m-—(_lzéumﬂ.!..(.lo

Crowe Horwath LLP
Columbus, Ohia
October 12, 2010




FRANKLIN UNIVERSITY
STATEMENTS OF FINANCIAL POSITION
July 31, 2010 and 2009

{In thousands)
As Restated
2010 2008
ASSETS
Cash and cash equivalents $ 2397 % 3,839
Accounts receivable
Tuition and fees (less aflowance: 2010 - $1,971; 2009 - $1,885) 3,378 3613
Depariment of Education 345 a8
Other 2687 275
Contributions recelvable 8 8
Prepaid expenses 1,178 &89
Other assets 224 187
Invesiments 60,805 55,035
Bond procesads restricted for buildings and equipment 1,694 -
Educational property
Land and improvements 5,242 5219
Buildings 25,093 23,988
Equipment and furniture 11,628 11,055
Consiruction in progress 2.A78 -
Total educational propery at cost 44,441 40,262
Accumulated depreciation 21,831 20,006
Educational property, net 22,810 20,258
Total assats $ 92806 §.___84010
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and other liabilities $ 3752 % 4,209
Accrued payroll 3,000 3,438
Deferred tuition 264 263
Capital lease obligations payable 72 47
Total liahikities 16,388 12.860
Net assets
Unrestricled 73,033 68,100
Temporarily restricted 444 227
Permanently restricted 3,041 3.023
Total net agsels 76,518 71,350
Tota! liabilities and net assets $...22908 S5 __ 84010

See accompanying notes to financial statements.



Year ended July 31, 2010 with comparative 2009 totals

FRANKLIN UNIVERSITY
STATEMENTS OF ACTIVITIES

{Ir: thousands)

Operating revenues
Student tuition and fees
Scholarship allowances
Net student tuition and fees
Privale gifts and grants
Federal grants
Investment income
Cther income
Total
Net assets released from
restrictions
Total oparating revenues

Operating expenses
Instruction
Academic support
Student services
Institutional support
Development
Total operating expenses

Change in net assets from
operations

Nonoperating ifems
Private gifts and grants
Investment income, net of fees
Loss on sale/dispasition
of assels
Ghange In fair value of interest
rate swap
Total noneperating items

Change in net assets

Net assets at beginning of year,
as restated

Net assets at end of year

As Restated

Temporarily Permanently Total Total

Unrestricted Resiricied Restricted 20180 2009
$ 58913 % - § - % 58,813 $ 52,755
1,070 - - 1,870 850
57,843 . - 57,843 51,805
271 79 - 350 347
576 - - 576 352
22 292 - 314 22
912 - - 812 719
59,624 3 - 58,995 53,245
174 (174) - - -
59,788 197 - 58995 53,245
20,727 - - 20,727 19,481
7,240 - - 7,240 6,176
7.571 - - 7,671 6,660
23,823 - - 23,623 23,181
172 - - 772 393
29,833 - - £9.933 55 901
{135) 197 - 62 {2.658)
- - 14 14 38
5,303 20 4 5,327 {11,628)
(32) - - (32) -
{203} - - {203 {196)
5,088 20 18 5.108 (11, 784)
4,933 217 18 5,168 {14,440)
68,100 227 3023 71,350 85.790
$ 73033 $ 44 S 3041 $ 76518 $ 71350

See accompanying notes to financial statements.



FRANKLIN UNIWERSITY
STATEMENT OF ACTIMITIES (AS RESTATED)
Year ended July 31, 2009

{In thousands)

Operating revenues
Sludent tuition and fees
Scholarship allowances
Net student tuition and fees
Private gifts and grants
Federal grants
Investment income
Other income
Total
Net assets released from
restrictions
Teial operating revenues

Operating expenses
Instruction
Academic support
Student services
Ingtitutional support
Pevelopment
Total operafing expenses

Change in net assets from
operatlons

Nonoperating tems
Private gifts and grants
investment income, net of fees
Change in fair value of interest
rate swap
Total nonoperating items

Change in net assets
Net assets at beginning of year

Net assets at end of year

Temporarily Permanently Totsl
Unrestricted Restrictad Restiicted 2008

3 52,786 § - 3 - § 52755
950 - - 250

51,805 - - 51,805

211 136 - 347

352 - - 352

22 - - 22

719 - - 719

53,108 138 - 53,245

513 {513) - -

53,622 {377) - 53,245
19,491 - - 19,481
6,176 - - 6,176
6,660 - - 6,660
23,181 - - 23,181

3¢3 - - 393

55 901 - - 65,901
(2,279 (377} - {2,656)

- - 38 38
(11,391) (261) 26 {11,6286)
{188) - - {198)
{11,587} {261) 64 {11,.784)
(13,866) (638) 64 (14,440)
81.965 865 2,959 85,780

$ 68100 § 22 3 3023 $ 71,3580

See accompanying notes o financial statements,



FRANKLIN UNIVERSITY
STATEMENTS OF CASH FLOWS
Years ended July 31, 2010 and 2009
{In thousands)

As Restated
2010 2008
Cash flows from operating activities
Change in nef assets $ 5168 $ (14.440)
Adjustments to reconcile change in net assets to net cash from
operating activities:
Depreciation and amortization 2,284 2,342
Provision for uncoliectible accounts receivable 1,100 1,543
Realized and unrealized (gains) losses on investments (5,213) 12,228
Change in fair value of inferest rate swap . 203 188
Loss on salefdisposition of property, plant and equipment 32 -
Gifts for permanenily restricted purposes (14) {38)
Changes in operafing assets and llabilities
Accounts receivable {1,104) (391)
Prepald expenses {410} {162)
Other assets (27) 8
Contributions receivable - 22
Accounts payable and ofher liabilities {660) 2,820
Accrued payrof] (439) 532
Deferred tuition 2 (9}
Net cash from operating activities 932 4,849
Cash fiows from investing activities
Purchases of invesiments (17,358} {21,175}
Proceeds from sales of investments 16,801 22,885
Bond proceeds restricted to purchiase of buildings and equipment {1,694) -
Purchases of property, plant and equipment {4,698) (3.436)
Proceeads from sales of property, plant and equipment 18 -
Net cash used in investing aclivities {6931 (1,726)
Cash flows from financing activities
Borrowings under revolving line of credit 8,000 -
Repayments of borrowings under revolving line of credit {8,000} -
Proceeds from lang-term barrowings 4,921 -
Payments on [ong-term borrowings (378) {170}
Gifts for permanently restricted purposes 14 38
Net cash from (used in) financing activities 4,587 {132)
Net change in cash and cash equivalents (1.442) 2,791
Cash and cash equivalents, beginning of year 3,839 1,048
Cash and cash equivalents, end of year § 2397 §$_ 3830
Suppiemental disclosures of cash flow information
Cash paid during the year for interest 3 B4 3 257

See accompanying notes to financial statements.



FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 1 - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Organization: Franklin University (“the University”), founded in 1902, is a nonprofit educational
corporation and, accordingly, is exempt from Federal income and state taxes. All funde and property
received by the University are irrevocably dedicated to and used exclusively for educational purposes.

Financial Statement Presentation: Resources are reported for accounting purposes into separate classes
of net assets based on the existence or absence of donor-imposed restrictions,

Gifts of cash and other assels are reported as resiricted revenue if they are received with doner
stipulations that limit the use of the donated assets. When a donor restriction expires, a stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of aclivities as net assets released from restrictions.

The University reports gifts of property, plant and equipment as unrestricted support unless explicit donar
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-fived assets are raported as restricted revenues. Abisent explicit donor stipulations about
how long-lived assets must be meintained, the Universily reports explrations of donor restrictions when
the donated or acquired long-lived assets are placed in service.

Permanently restricted funds include primarily endowment scholarship funds that are subject to the
restrictions of gift Instruments requiring that the principal be invested in perpetuity and only the income be
utilized.

Cash and Cash Equivalents: Cash and cash equivalents are defined as cash and investments o be used
for current operations with criginal maturities at time of purchasae of three months or less. A majority of
cash and cash equivalents are held with one financial institution,

Accounts Recelvabla: Accounts receivable consists of tuition and fee charges to students. Accounts
receivable also include amounts due from the federal government, state and local governments. Past
due student accounts are charged 1.5% interest per month. The University uses the allowance method to
estimate uncollectible receivables, including unconditional promises to give. The allowances are based
upon prior experlence and management's analysis of specific receivables and promises ta give.

Contributions: Contributions, including unconditional promises to give, are recognized as revenues in the
period the related commiiments are received, Conditional promises to give are not recognized untit they
become unconditional, that Is, when the conditfions on which they depend are substantially met
Contributlons of assets other than cash are recorded at thair estimated fair value. Contributions to be
recejved bayond the fiscal year are discounted at an appropriate discount rate.

Investments: Investments are stated at fair value basad oh market valuas or dealer quotes, with changes
in fair value being recognized as gains and losses during the period in which they occur,

Limited paftnerships, for which there is no ready market, are vakied at fair value as estimated by
management. To estimate fair velue, management may rely on valuations reporled by the general
partners of such investments andfor the Universify’s independent investment advisor. Because of the
inherent uncertainty of valuation in the absence of readily ascertainable market values, the estimated
valuesg of those investments may differ from the values that would have been used had a ready market
existed for such investments or if the investments were realized, and the differences could be material.
Such investments are, by their nature, generally considered to be long-term investments and are not
intended fo be figuidated on a short-ferm basis.

(Continued)



FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
Juiy 31, 2010 and 2000

NOTE 1 - NATURE OF BUSINESS AND SISNIFICANT ACCOUNTING POLICIES (Continued)

Educational Properties and Depreciation: Educational properties represented by buildings, improvements
and equipment are carried at cost or market value at the date of the gift, less accumulated depraciation.
Depreciation is provided on the straight-ine basis over the estimated useful lives of the asseis.
Expenditures for additions, renewals or beterments with a cost in excess of $3,000 are capitalized,
Expenditures for maintenance and repairs are charged to expense. Expenses related to educational
properties have been allocated to the following expenses based on square footage: instruction, academic
suppart, student services, institutional support and development.

Course Module Deveippment Costs: During the year ended July 31, 2010, the University elected to
change its method of accounting for costs to develop course modules for in-person and online education
courses from capitalizing and amortizing the costs to expensing the costs. To comply with accounting
principles generally accepted in the United Stales of America, the 2009 financial statements were
restated for this change in accounting principle to reflect expensing the cosis.

The net cumulative effect on unrestricted and total net assets was $1,281,000 at August 1, 2008 as
follows:

Unrestricted Total
{/n thousands)
Net assets at July 31, 2008,
as previously reported $ 83247 $ 87,071
Change in accounting for course module cosis (1.281) {1,281)
Net assets at July 31, 2008, as restated $ 81966 & 85790

The effect of the change on the year for the year ended July 31, 2008 was to decrease the change in net
assets by $417,000 as follows:

Unrestricted Total
{In thousands)
Change in net assets for year ending July 31, 2008,
as previously reported $ {13,449 $ (14,023}
Change in accounting for course modide costs 417 {417}
Change in net assets for year ending July 31, 2009, as restated  §__{13,8646) § (14440

For the year ended July 31, 2009 the $417,000 adjustment increased academic support expenses. The
effect of this change in accounting on the change in net assets for the year ended July 31, 2010 was not
determined.

Nonoperating Aclivities: The University has defined nonoperating activity to inciude the following:

Private gifts and grants: Conlribttions to the parmanent endowment of the University not avaitable to
be spent, contributions restricted for capital purchases not available to be spent for operations and
bequests not a part of the University's routine revenue generation processes.

Investment income: Endawment income and realized gains {losses) in excess of the spending policy
and unrealized gains (losses) on endowments and other investments not avallable for current
operations.

{Continued)



FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 1 - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continuad)

in sale/di ition of . Gains or losses associated with sales of property, plant
and equipment and certain other asset dispositions or impairments.

Change in fair value of interest rate swap: Changes in the fair value of the interest rate swap.

Eair Value of Financial Instniments: The University's carrying amount for its financial instruments, which
include cash and cash equivalents, accounts receivable, contributions receivable, investments, bond
proceeds, accounts payable, Habilities associated with the inierest rate swap, and related variable rate
capital lease obfigation at July 31, 2010 and 2009 are carried at their estimated fair values. The
estimated fair value amounis have been determined by the University using available market information
and appropriate valuation methodologies. Considerable judgment is required in interpreting market data
and developing these astimates,

Interest Rate Swap Agreement: The University has entered into an interest rate swap to receive variable
rate interest and pay fixed rate interest to a major financial insfitution that fixes the University’s interest
rate paid on its variable rate capital lease obligation payable. The variable interest on the capital lease
obligation payable is hedged by a forward starling interest rate swap. Net interest payments will be
effectively fixed at the rates indicated, during the period. The University intends to hold this forward
starting interest rate swap untl maturity. The interest rate swep is considersd a derivative and is
recognized on the statement of financial position at fair value. Changes in the fair value of this derivative
are reported as non-operating revenue of expense on the statement of activities.

Revenue Recogpition: The University records eamed revenues such as tuition, fees, grants and other
revenues over the period during which related services are rendered.

Deferred Tultion: Deferred tultion is comprised primarily of Fall 2010 frimester tuition paid in advance.

Agency Transactions: The Universily receives resources in certain fransactions where it is acting as an
intermediary for the resource providers. The resources are then delivered to third-party donees, These
transactions are recognized as changes in assets and labiliies and do not affect the statement of
aclivities. Federal grants and certaln Ohlo grants are considered agency relationships.

Pension Plan: The University participates in a multi-emplover defined contribution pension plan covering
generally all full-time administrative officers, facully and certain support staff. The University's policy is to
fund pension cost accrued, Pension expensg for 2010 and 2009 was approximately $2,258,000 and
$1,953,000, respectively.

Income Taxes: Generally accepted accounting principles prescribes recogniion thresholds and
measurement atiributes for the financial statement recognition and measurement of a tax position taken
or expacted to be taken in a {ax relumn. Tax benefits will be recognizaed only if a tex position is more-
lkely-than-not sustained in a tax examination, with a tax examination being presumed to occur. The
amourt recognized will be the largest amount of tax benefit that is grester than 50% likely being realized
on examination. For tax positioris not meeting the more-likely-than-not test, no tax benefit will be
recorded. Management has concluded that they are unaware of any tax benefits or labiliies to be
recognized at July 31, 2010.

The University would recognize interest and penalties related to unrecognized tax benefits in interest and
income tax expense, respectively, The University has no amounts accrued for interest or penalties for the
year ended July 31, 2010. The University is no longer subject to examination by taxing authorities for
years before 2007, The University does not expect the total amount of unrecognized tax benefits to
significently change in the next 12 monihs.

{Continued)



FRANKLIN UNWERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 1 ~ NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES {Continued)

Adoption of New Accounting Standard: Effective September 15, 2009, the University adapied changes
fssued by the Financial Accounting Standards Board (‘FASB”) to the authoritative hierarchy of generally
accepted accounting principles ("GAAP"). The FASB has Issued a standard regarding the FASE
Accounting Standards Codification™ (“Codification™), and the GAAP hierarchy fv’i'nich repltaces the
standard previcusly issued by the FASB regarding the hisrarchy of GAAP. This standard identifies the
source of accounting principles and the framework for selecting the principles used in the preparation of
financial statements for non-governmental entities that are presanted in conformity with GAAP in the
United States (the "GAAP hierarchy"). In addltion, this standard establishes the Cedification as the
source of authoritative GAAP recognized by the FASB to be applied by non-governmental entities in the
preparation of financial statements in conformity with GAAP. All guidance contained in the Codification
carfies an equal level of authority, This standard was effective for financial statements issued for inderim
and annual periods ending after September 15, 2009, and accordingly the University adopted this
standard for the year ended July 31, 2010. its adoption did not have a significant impact on its financial
statements.

Use of Estimates: The preparation of financial statements in conformity with accounting principles
generally accepled in the United Blates of America requires management to make estimates and
assumptions affecting the repored amounts of assets and liabliities and disclosure of contingent assels
and Habifiies at the date of the financial statements, and the reporied amounts of revenues and
expenditures during the reporting periods. Actual results could differ from those estimates.

Reclassifications: Cettain reclassifications have been made to the 2009 amounts to conform to the 2010
financial statement presentation. These reclassifications had no effect on net assets or changes in net
assels,

NOTE 2 - INVESTMENTS

Investments at July 31, 2010 and 2009 are summarized as follows:

2010 2008
{in thousands}
Stocks $ 16,088 § 15,038
Mutual funds - bonds 8,368 7,751
Mutiral funds - equities 15,844 13,508
Hedge funds 18,017 17808
Limited partnerships 1,388 931
Investments at fair vaiue -] 80805 3§ 55,038
The compuosition of investment return consisted of the foliowing:
2010 009
{In thousands)
interest and dividerids b 587 § 809
Investment fees (169} {185)
Net realized and unrealized gains (losses) on invesiments 5213 1 8
Total investment refum 5,641 (11,604}
Investment return designated for current operations 314 22
Investment return not designated for current operations § §327 0§ (11.828)

{Continued)



FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 3 - FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value measurements are determined by the University pursuant to guidance issued by the FASB.
This guidance defines fair value as the price that would be received to sell an asset of paid o transfer a
liability in an orderly {ransaction between market participants at the measurement date. FASB guidance
established a fair value hierarchy that distinguishes between (1) market participant assumptions
developed based on market data obtained from independent sources (observable inputs) and (2.) an
entity’s own assumptions about market participant assumptions based on the best information available in
the circumstances (uncbservable inputs). The fair value hierarchy consists of three broad levels, which
gives the highest pricrity fo unadjusted quoted prices in active markets for identical assts or liabilities
{Level 1) and the lowest priority to unobservable inputs (Level 3).

The three levels of the fair value hierarchy under the FASB guidance are as foliows:

Level 1 Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity
has the ability to access as of the measurement date.

Level 2 — Significant other observable inputs other than Level 1 prices such as quoted prices for
similar assets or liabilities; quoted prices in markets that are nof active; or other inputs that
are observabla or can be comroborated by observable market data.

Level 3 — Significant unobservable inputs that reflect a reporting entity’s own assumptions about the
assumptions that market particlpants would use in pricing an asset or liability.

in many cases, a valuation technique used to measure fair value includes inputs from multiple levels of
the fair value hierarchy. The lowest level of significant input determines the placement of the entire fair
value measurement in the hierarchy.

The fair values of debt and equily investments that are readily marketable are determined by obtaining
quoted prices on nationally recognized securities exchanges {Level 1 inputs),

The University’s derivative instrument consists of an interest rate swap, The fair value of the swap is
determined based on the relative values of the fixed and floating portions of the interest rate contract. The
valuation mode! utiized involves current interest rates, projected yield curves and volatllity factors to
determine the fair value of the instrument as of the date of measurement. As such, significant fair value
inputs can generally be verified and do not involve significant manegement judgments (Level 2 inputs).

The hedge funds consist of fund of funds that have observable inputs and market activity that allow for
pricing based on the underlying market prices of the items in the fund adjusted for information developed
by University management for historical and current performance of the underlying funds, liquldity and
credit premiums required by a market parficipant and financial trend analysis with respect to the overall
fund compared to benchmark performance ratios. Redemption restrictions are greater than three months
{Level 3 inpuls). There are no unfunded commitments on these funds. The investment objectives of the
various hedge funds are as follows:

s Focus on institutional quality managers who invest in historically uncomrelated strategies such as
relative value, event-dtiven, equity market neutral, credit, disiressed securities, and various arbifrage
based approaches.

a  Enhance return through an extensive manager selection process and manage risk through an
infensive quantitative and qualitative due diligence and monitoring process. The highly diversified,
non-correlated mutt-manager/multi-strategy porifolio focuses on inefficiencies and anomalies in the
financial markets across a broad spectrum of unique liquid altemative investment sirategies.

{Continued)
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FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 3 — FAIR YALUE OF FINANCIAL INSTRURENTS (Continued)

s Preserve capital and superior risk-adjusted raturns. Engage principally in a diversified investment
strategy utilizing a mufti-manager approach to invest in securities.

For other investments for which there is no active market, University management and the Investment
Commitice review the valuations and retums in comparison to industry benchmarks and other
information. Due to current market conditions as welt as the limited trading activity of these securities, the
market value of the securities is highly sensitive to assumption changes and market volatility {Level 3
inputs). At July 31, 2010 and 2008, these investments consist solely of limited partnerships (primaily
private equity funds). There are no redemption oplions on these funds. There are unfunded
commitments on c¢ertain of these funds totaling approximately $594,000 at July 31, 2010, The investment
objectives of these funds are as follows:

= Achieve altractive risk-adjusted absolute retums by focusing on certain transaction types in certain
key markets.

e Offer investors an opporfunity to access the private equity market through a much smaller
commitment than would be feasible investing directly in funds.

Assets and Liabilitiss Measured on a Recurring Basis: Assets and liabilities measwed at fair value on a

racurring basis are summarized below:

Fair Value Measurements
at Juiy 31, Using
Quoted Prices in~ Significant

Active Markets Other Significant
for identical Observable  Uncbsarvable
Assals tnputs Inputs
(Level 1) {Level 2) {Level 3)
2010 {in thousands)
Stocks
Cash $ 582 $ - $ -
Communications 184 - -
Consumer 3,721 - -
Distribution and retail 1,864 - -
Financial 917 - -
Health 2122 - -
Manufacturing 1,497 - -
Minerals 617 - -
Technology 4275 - -
Transportation 298 - -
Mutua! funds - bonds 8,368 - -
Mutual funds - equities 15,944 - -
Hedgs funds - - 18,017
Limited partnerships - - 1,388
Total investments §__ 40400 - $£_20.408
Interest rate swap . - & (399) s
(Continuad)

1.



FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 3 - FAIR VALUE OF FINARCIAL INSTRUMENTS {Continued)

Fair Value Measurements
at fuly 31, Using
Quoted Pricesin  Significant
Active Markets Other Significant
for identical Observable  Unohservable
Assels Inputs inputs
{level 1} {Level 2} {Level 3)
2009 {Int thousands)

Stocks $ 15,038 5 - 3 -
Mutua! funds - bonds 7.751 - -
Mutual funds - equities 13,508 - -
Hedge funds - 17,809 -
Limited partnerships - - 431
Total investments 336295 §._.17.809 & 931
Interest rate swap 8 - o L186) 8 -

The fables below present a reconcitiation and income statement classification of gains and losses for all
assets measured at falr value on a recurring basis using significant unobservable inputs (Level 3) for the
years ended July 31, 2010 and 2008:

Falr Value Measuremenis
Using Significan
I rvable inputs {L evel
Hedge Limited
Funs Partnerships
{In thousands) {In thousands)
2010
Beginning balance, July 31, 2009 $ - 3 231
Transfers in 17,809 -
Redemptionsfdistributions {594) -
Reaslized/unrealized gains inclided in samings 1,802 63
Purchases and capital contributions - 404
Ending balance, July 31, 2010 $...19.017 3 1,388
2008
Beginning balance, July 31, 2008 - 560
Realized/unrealized losses included in earnings (65)
Purchases and capital contributions 436
Ending balance, duly 31, 2009 k] a931

The various investments in equity securities, mutual funds and other Investments are exposed to a variety
of uncertainties, including interest rate, market and credit risks. Duse io the level of rigk associated with
certain investments, it is possible that changes in the value of these investments could occur.

(Continued)
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FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 4 - CONTRIBUTIONS RECEIVABLE

Contributions receivable are promises to give from various donors that are unconditional. At July 31,
2010 and 2009 approximately $7,600 and $8,500, respectively, was due within one year.

NOTE 5 ~ CAPITALIZED LEASE OBLIGATIONS PAYABLE
The University had the following capitalized lease cbligations at July 31, 2010 and 2009;

2010 2009
{in thousands)
2007 lssue 3 4575 % 4,750
2010 Issue 4797 -

0072 § 4750

On December 1, 2007, the University entered into a lease agreement with the Ohic Higher Educational
Facility Commission (the “Commission”) to finance the purchase and renovation of a building. The
University's lease serves, in part, as security for the Commission's $43,215,000 Ohio Higher Educational
Facility Commission Variable Rate Demand Revenue Bonds Series B. The capitafized lease obligation is
due in January 2028,

The interest rate on the lease is based on the weekly rate as defined In the lease agreement, with a
maximum interest rate of 10%. The interest rate on the lease for the years endad July 31, 2010 and 2009
was 2.44% and 3.25%, raspeclively,

The bonds are secured by a direct-pay letter of credit issued by Huntington National Bank, which expiras
on December 15, 2012. Debt service an the bonds is pald by draws on the lstter of credit. In the evert
the bonds are fendered for purchase and are net rematketed, the purchasa price for the tendered bonds
is also paid through a draw on the lefier of credit. The University is obligated to reimburse the bank for
draws on the letter of credit. As the above described variable rate bond issue operates in a fioaling mode
and js remarketed at par value weekly, carrying value approximates fair value of the outstanding balance
of the bonds.

On January 1, 2010, the University entered into a lease agreement with the Commission to finance the
renovation of various buildings and the purchase of information technology equipment. The University's
lease serves as securily for the Commission's $5,000,000 State of Chio Higher Educational Facility
Revenue Bonds (Franklin University Project). The interest rale on the lease is fixed at 4.2102%. The
astimated fair value of the outstanding balance of the bonds was approximately $4,877,000 as of July 31,
2010. The capitalized lease obligation is due in Januery 2020.

The cost and accumulated amortization of the assets under capital leases are as folfows at July 31, 2010
and 2009:

2010 20089
{in thousands}
Cost $ 8,601 L 5,000
Accumulated amorttization 801 267

£ 8000 & 4733

(Canfinued)}
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FRANKLIN UNWERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 6 — CAPITALIZED LEASE OBLIGATIONS PAYABLE (Continuad)

At July 31, 2010, there was $1,684,000 of unspent 2010 issue proceads.

Amortization of the assets under capitat leases is inciuded with depreciation expense.

In the event of default by the University on its obligation pursuant to these leases, the assets that were
acquired with the proceeds from the bonds could be repossesssd by the trustee of the bonds. In addition,
pursuant to these agreements the University has agreed to certain financial and operating covenants,
with which the University has compfied.

As of July 31, 2010, future principal payments by vear for the next five years and in the aggregate
thereafter under the capital lease obligations are as follows {in thousands):

2011 $ 600
2012 628
2013 658
2014 681
2015 71
Remaining amount due 6,096

M

Total interest expense on the capitalized lease obligations payable for the years ending July 31, 2010 and
2009 was $217,000 and $158,000, respectively.

NOTE 6 ~ LINE OF CREDIT

The University has a $5,000,000 unsecured revolving line of credit with a bank. Advances bear interest
at prime minus 0.28% or at the London Interbank Offered Rate (LIBOR) plus 2.50%. The line of credit is
due on demand and had no amounts outstanding at July 31, 2010 or 2008. In August 2010 this line of
credit was increased to $10,000,000,

NOTE 7 - INTEREST RATE SWAP

The University's cash-fiow hedge containg credit risk to the extent that its bank counferparty may be
unable to meet the terms of the agreement. The University minimized such risk by limiting its
counterparty to a major financial institution. Management does not expect any material losses as a result
of default by the other party. The Universify entered into the interest rate swap In October 2008. The
interest rate swap agreement is due to expire in January 2028.

At July 31, 2010 this interest rate swap had a total notional amount of $4,575,000, Under this agreement,
the University pays the bank interest monthly at an annual rate of 2.86% and receives a rate at 68% of
ona-month LIBOR. Net settlaments on the interest rate swap agreement are included in institutional
support expense on the statement of activities. The fair market vahue of this agreement at July 31, 2010
and 2009 was approximately $(389,000) and $(196,000), respectively, and is included in accounts
payable and other liabilities on the statements of financial position. Gains and losses are included in
nonoperating items on the statements of activifies. Weighted average information about the swap at July
31, 2010 and 2009 is as follows:

{Continued)
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FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 7 -- INTEREST RATE SWAP (Continued)

2010 2008
Weighted average pay rates 2.98% 2.96%
Weighted average receive rates 0.18% 0.50%
Weighted average maturity 10.03 years 10.65 years
NOTE 8 — NET ASSETS
Unrestricted net assets at July 31, 2010 and 2009 consists of the following:
2010 2008
{in thousands)
nvestment in educational property g 14932 &% 16,508
Board-designated for endowment 880 594
Board-designated for other purposes 111 -
Undesignated 57,100 52.000
Total 8 73033 32 68,100

Temporarily restricted net assets consist of net assets restricted for scholarships, the Franklin University
leadership center and capital additions. Permanently restricted net assets consist of endowed
scholarship funds and funds for the Franklin University leadarship center.

NOTE 9 — ENDOWRMENT CORPOSITION

The Undversity's endowment primarily consists of funds held by Morgan Keegan. In August 2010, the
University transferred the funds to Key Bank. its endowment includes both donor-restricted endowment
funds and {unds designated by the Board of Trustees to function as endowments. As required by
applicable standards, net assets associated with endowment funds, including funds designated by the
Board of Trustees to function as endowments, are classified and reported based on the exisience or
absence of donorimposed restrictions.

Endowment net assets composition by type of fund as of July 31, 2010 are as follows:

{/n thousands)
Temporarily Fermanently
Unrestricted Restricted Regtricted Totals
Doner restricted endowment funds $ & 5 370 3 3,041 § 3405
Board-designated funds 820 - - 890
Totat funds g 884 $ 370 5. 3041 $ 4205
{Continued)
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FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 9 -~ ENDOWMENT CORMPOSITION (Continued)

Changes in endowment net assets for the year ended July 31, 2010 were as follows:

(in thousands)
Temporarily  Permanently
Unrestricted Restricied Restricted Totals
Endowmant assets, beginning of year 3 526 $ 137 5 3023 § 3685
Investment income, net 75 285 4 374
Recovery on underwaler endowments 62 (62} - -
Contributions 221 10 14 245
Appropriation of endowment assets - {10) - (10}
Endowment assets, end of year 8 834 % 370 $ 204t § 4005
Endowment net assets composition by type of fund as of July 31, 2009 are as follows:
{in thousands)
Temporarily Parmanently
Unrestricted Resfricted Restricted Totals
Donor restricted endowment funds 3 Be8 $ 137 3 3023 % 3082
Board-designated funds 594 - - 594
Total funds $ 5% & 137 8 2023 $__ 38688
Changes in endowment net assets for the year ended July 31, 2009 were as follows:
{in thousands)
Temporarily Permansntly
Unrestricted Restricted Restricted Totals
Endowment assets, beginning of year 5 584 § 750 3 2988 § 4303
Investment income, net {68) (17 26 {213)
Contributions - - 38 38
Appropriation of endowment assets - {442) - {442)
Endowment assets, end of year $_ 598 § 137 $ 2023 §._ . 3686

interpretation of UPMIFA: The Board of Trustees of the University has interpreted the Uniform Prudent
Management of Institutional Funds Act ("UPMIFA”) as requiring the preservation of the fair value of the
priginal gift as of the gift date of the donor-restricted endowment funds absent explicit donor stibulations

to the cantrary.

{Continued)
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NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 9 — ENDOWMENT COMPOSITION {Continued)

As a result of this interpretation, the University classifies as permanently restricted net assets (a) the
original value of gifts donated fo the permanent endowment, (b} the original value of subsequent gifts to
the permanent endowment, and (¢) accumulations to the permanent sndowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.
The remaining portion of the donor-rastricted endowment fund that is not classified in permanently
resticted net assets is classified as temporarily restricted net assets untll those amounts are appropriated
for expenditure by the University in a manner consistent with the standard of prudence prescribed by
UPMIFA. In accordance with UPMIFA, the University considers the following factors in making a
datermination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

{2) The purpeses of the organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possitle effect of inflation and deflation

(5) The expected lotal return from income and the appreciation of investments
(8) Other resources of the organization

(7) The investment policies of the organization

Return Objeclives and Risk Parameters: The University has adapted investment policies for endowment
assets that attempt {0 provide a predictable stream of funding to programs supported by its endowment.
Endowment assets include those assets of donhor-restricted funds that the University must hold in
perpetuity or for a denor-specified period(s) as well as Board-designated funds. Under this policy, as
approved by the Board of Trustees, the endowment assets are invested in a manner that is intended to
produce results that exceed the price and yield resuits of the S&P 500 index while assuming a moderate
level of investment risk.

Steategies Emploved for Achieving Oblectives: The purpose of the Endowment Fund Is to facilitate
donors' desires to make substantial long-term gifts to the communify and to develop a new and significant
source of revenue for the University. Ta so doing, the Endowment Fund will provide a secure, long-term
source of funds to: (i) stabilize funding during periods of below nommal annual campaigns; {ii} fund special
grants; (i} ensure longterm growth; (Iv) enhance the Unlversity's ability to meet changing community
neeads in both the short and long-term; and, (v) support the administrative expenses of the University as
deemed appropriate.

Spending Policy and How the Investment Objectives Relate to Spending Policy: The Board of Trusiees
approves all major spending decisions of the University. Although no formal spending policy has been
adopted, historically the University has never used endowment funds to pay for operational expenses.

Funds with Deficiencies: From time to time, the fair value of assets associated with Individual donor
restricted endowment funds may fall below the level that the donar or UPMIFA requires the University to
retain as a fund of perpsatual duration. Deficiencies of this nature that are in excess of related temporarily
restricted amounts are raported in unrestricted net assets. There was approximately 36,000 and $68,000
of such amounts as of July 31, 2010 and 2009, respectively. These deficiencies resulted from
unfavorable market conditions.

(Continued}
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FRANKLIN UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
July 31, 2010 and 2009

NOTE 10 - COMMITMENTS AND CONTINGENCIES

The University leases classroom $pace and equipment under various noncancelable operating leases
that expire at various dates through August 2018, Future minimum lease payments under noncancelable
operating [eases at July 31, 2010 are as follows (in thousands):;

2011 $ 2285
2012 098
2013 623
2014 452
2015 458
Thereafter 1,857

g 06774

Rent ‘expense for the years ended July 31, 2010 and 2008 was approximately $2,270,000 and
$2,031,000, respectively.

The University’s students receive significant financlal assistance from governmental agencies in the form
of grants. The disbursement of funds received under such programs generally requires compliance with
terms and conditions specified in grant agreements and are subject to audit by grantor agencies. The
grant agreements provide for possible auditing of expenditures by grantor agencies and possible
disaliowance of certain expenditures. The University has not had any disaflowance of expenditures in the
past.

The Universily has an employment agreement with its President Emeritus that expires in 2013 to be the
Executive Director of the Franklin University Leadership Canter and a part-time faculty member.

NOTE 11 — SUBSEQUENT EVENT

Management has performed an analysis of the activities and transactions subsequent to July 31, 2010 to
determine the need for any adjustments to andfor disclosures within the audited financial stataments as of
and for the year ended July 31, 2010. Management has performed their analysis through October 12,
2010, which is the date the financial statements were available to be issued.
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FRANKLIN UNIVERSITY

201 5. Urant Ane.
Columbaus, Ohio 43215
H14. 7974700

Septernber 20, 2011 F-ﬂi’_f?-‘ﬁlﬁ??@
BULITNRl L iU

Ms. Carolyn Small

lowa College Student Aid Commission

Postsecondary Approval and Reglstration Administrator

200 10" st, 4™ Floor

Des Moines, 1A 50309

Re: Statement of Franklin University's commitment to the delivery of programs in lowa
Dear Ms. Small,

Founded In Columbus, Ohio, in 1302, Frankitn University has heen in continugus operation for 109 years.
The University was originally accredited by the Higher Learning Comrnission in 1976, and has maintained
good standing with the HLC since that time.

The mission of Franklin University is to provide high-guality, relevant education, enabling the broadest
possible community of learners to achieve their goals and enrich the world. Providing quality onlina
programs is a farge part of this mission. Frankfin University’s degree programs are designed by our full-
time facuity, in partnership with professionals working in the field. Program ocutcomes are assessed on 3
regular basis to continuously improve courses and maintain currency and relavance of curriculum,

Please accept this statement as confirmation that providing quality education to students, both online
and face-to-face, is Franklin University’s priarity. Should any event ocour in which the University decides
te discontinue a degrea program, all students enrolled In that program would be well-informed of the
teach-put options for alternative methods of completion.

Sincerely,

-()LM@(’BE//

r. David R. Decker, Prasident
Franklin University
201 5. Grant Avenue
Columbus, OH 43215
§14.947.6020
deckerd@franklin.edu

Columbus, OH = Debinare, OIL « Dublin, $9H « Wesenille, OH + indisnapodis, IN
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Corporation Details
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Ohio Secratary of Stete
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Buainess Nan
Businoss Name - Exact  COTPOSHLION Details
Sunrch

l Corporstion Dutalls
!Enmy" - 331378 —— C— T e— . — L
[Business Name FRANIKLIN UNVERSTYY
Igiling Type CORPORATION FGR NON-PROFIT
IStatus Activg
Original Fitng Doty ceRVto54 T - S R K
Expley Dalar G2/0%2014
 |Location: COLUMBUS Counly FRANKLIN Statey OHIC
Agent/ Registrntinformation
JOSEPHF FRASCH, JR.
4550 GLO HENDERSON ROAD SUITE N-130
COLUMBUS.OH 43270
Effoctive Data. Q7111983
Cantact Status: Active
Inzarporator Infformation
ROLAND A SE0GWICK - 7
KENNETH P BESSEY
BYRON E FORD
n Filings
Fliing Typa Data of Filing 7 2 Numbarlimag
[DOMESTK; ART KCLES/NON-PROFIT 0672319654 B62 1461
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CERTFICATE OF AUTHORIZATION 08H 377 im
CERTIFICATE OF AFTHORZATION 0708231 FOOB_(175]
DOMESTIC AGENT SUBSEQUENT APPOINTMENT D7H INS63 F282 1
CERTFIGATE OF AUTHORIZATION e ;
CERTIFICATE OF AUTHORZATION lparoariaas 1G450_1428
DOMESTIC AGENT ADDRESS GHANGE
CERTFICATE OF AUTHORZATION
CERTIFICATE OF AJTHORIZATION
CERTIFICATE OF BUTHOREZATION
i CERTFICATE OF ATHORBATION
| CERTFICATE OF AUTHORZATION
'[CERTIFICATE OF AUTHORZZATION
i [GERTIFICATE OF ALTHDRZATION
LETTERRENEWAL NOTICE MALED
CERTIFICATE OF CONTINUED EXISTENGE
[TRADE NOMEICRIGINAL FLING
LETTEF/RENEWAL NOTICE HALED
CERTEICATE OF CONTNUED EXISTENCE
TRADE HAME RENEWAL
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