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Independent Auditors’ Report 

The Board of Trustees 

Western New England University: 

We have audited the accompanying financial statements of Western New England University (the University), 

which comprise the statement of financial position as of June 30, 2019, and the related statements of activities, 

and cash flows for the year then ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and 

maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 

free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 

audit in accordance with auditing standards generally accepted in the United States of America. Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 

the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 

risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 

of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 

not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 

express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 

the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 

presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 

position of Western New England University as of June 30, 2019, and the changes in its net assets and its cash 

flows for the year then ended in accordance with U.S. generally accepted accounting principles. 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
KPMG International Cooperative (“KPMG International”), a Swiss entity. 

KPMG LLP
One Financial Plaza
755 Main Street
Hartford, CT 06103
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Emphasis of Matters 

As discussed in Note 3 to the financial statements, during the year ended June 30, 2019 the University adopted 

Financial Accounting Standards Board Accounting Standards Update (ASU) No. 2016-14, Not for Profit Entities 

(Topic 958): Presentation of Financial Statements for Not-For-Profit Entities; ASU No. 2014-09, Revenue from 

Contracts with Customers (Topic 606), as amended; and ASU No. 2018-08, Clarifying the Scope and the 

Accounting Guidance for Contributions Received and Contributions Made. Our opinion is not modified with 

respect to these matters. 

Report on Summarized Comparative Information 

We have previously audited the University’s 2018 financial statements, and we expressed an unmodified audit 

opinion on those audited financial statements in our report dated October 31, 2018. In our opinion, the 

summarized comparative information presented herein as of and for the year ended June 30, 2018 is 

consistent, in all material respects, with the audited financial statements from which it has been derived before 

the adjustments to adopt ASU 2016-14. As part of our audit of the 2019 financial statements, we also audited 

the adjustments described in Note 3 that were applied to adopt ASU 2016-14 retrospectively in the 2018 

financial statements. In our opinion, such adjustments are appropriate and have been properly applied. 

 

October 28, 2019 



WESTERN NEW ENGLAND UNIVERSITY

Statement of Financial Position

June 30, 2019
(with comparative totals at June 30, 2018)

(Dollars in thousands)

Assets 2019 2018

Cash and cash equivalents $ 18,156  2,756  
Accounts and pledges receivable, net (note 5) 4,913  7,048  
Prepaid expenses and other assets 3,517  3,078  
Deposits under bond indenture 450  8,108  
Loans receivable, net (note 6) 3,878  4,673  
Long-term investments (notes 7 and 8) 67,309  67,409  
Investment in plant, net (note 9) 153,724  157,061  
Investments held in trust by others (notes 7 and 10) 746  832  

Total assets $ 252,693  250,965  

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses $ 12,232  10,313  
Deposits, deferred revenue and other liabilities 8,153  9,867  
Bonds and capital leases payable (notes 11 and 12) 100,222  101,410  
Government grants refundable 2,762  2,762  

Total liabilities 123,369  124,352  

Net assets:
Without donor restrictions (note 15) 88,762  88,878  
With donor restrictions (note 15) 40,562  37,735  

Total net assets 129,324  126,613  

Commitments and contingencies (note 18)

Total liabilities and net assets $ 252,693  250,965  

See accompanying notes to financial statements.
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WESTERN NEW ENGLAND UNIVERSITY

Statement of Activities

Year ended June 30, 2019
(with summarized financial totals for the year ended June 30, 2018)

(Dollars in thousands)

Without donor With donor 2019 2018
restrictions restrictions Total Total

Operating revenues and other support:
Revenues:

Tuition and fees, net financial aid $ 76,606  —  76,606  75,467  
Residence and dining 22,828  —  22,828  22,421  

Net student revenue 99,434  —  99,434  97,888  

Federal, state, and private grants 1,666  —  1,666  1,694  
Interest income 6  55  61  157  
Income and gains from long-term investments

utilized (note 7) 1,190  1,250  2,440  2,448  
Contributions 900  351  1,251  1,937  
Other income 1,072  —  1,072  1,309  
Other auxiliary services 138  —  138  151  

Total revenues 104,406  1,656  106,062  105,584  

Net assets released from restrictions (note 16) 1,501  (1,501) —  —  

Total operating revenues and other
support 105,907  155  106,062  105,584  

Expenses (note 17):
Instruction 41,284  —  41,284  43,363  
Student support 16,808  —  16,808  17,262  
Academic support 13,890  —  13,890  14,715  
Residence, dining, and other auxiliary services 18,158  —  18,158  17,814  
Management and general 16,400  —  16,400  16,811  

Total operating expenses 106,540  —  106,540  109,965  

(Decrease) increase in net assets
from operations (633) 155  (478) (4,381) 

Nonoperating:
Contributions —  2,541  2,541  1,564  
Loss on extinguishment of debt —  —  —  (1,415) 
Realized and unrealized gains on investments

(note 7) 1,459  1,255  2,714  5,809  
Long-term investment gains utilized in

operations (note 7) (949) (1,039) (1,988) (1,917) 
Change in value of split interest agreements 7  (85) (78) 35  

Increase in net assets from
nonoperating activities 517  2,672  3,189  4,076  

Change in net assets (116) 2,827  2,711  (305) 

Net assets, beginning of year, as restated 88,878  37,735  126,613  126,918  

Net assets, end of year $ 88,762  40,562  129,324  126,613  

See accompanying notes to financial statements.
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WESTERN NEW ENGLAND UNIVERSITY

Statement of Cash Flows

Year ended June 30, 2019
(with comparative totals for the year ended June 30, 2018)

(Dollars in thousands)

2019 2018

Cash flows from operating activities:
Change in net assets $ 2,711  (305) 
Adjustments to reconcile change in net assets to net cash provided by

operating activities:
Depreciation and amortization 8,318  8,384  
Net unrealized and realized gains on long-term investments (2,714) (5,809) 
Contributions restricted for long-term investment (3,191) (299) 
Loss on extinguishment of debt —  1,415  
Change in:

Investments held in trust by others 86  (38) 
Accounts and pledges receivable 2,135  203  
Prepaid expenses and other assets (439) 474  
Loans receivable 795  102  
Accounts payable and accrued expenses 1,834  (1,670) 
Deposits, deferred revenue and other liabilities (1,714) 466  
Government grants refundable —  (200) 

Net cash provided by operating activities 7,821  2,723  

Cash flows from investing activities:
Purchases of plant and equipment (5,018) (33,045) 
Proceeds from maturity and sale of long-term investments 13,646  18,422  
Purchases of long-term investments (10,832) (3,419) 

Net cash used in investing activities (2,204) (18,042) 

Cash flows from financing activities:
Contributions restricted for long-term investment 3,191  299  
Change in deposits under bond indenture 7,658  (7,021) 
Bond premium —  5,701  
Payments on capital leases (192) (193) 
Borrowings on line of credit —  2,000  
Repayments of line of credit —  (2,000) 
Issuance of new debt —  65,272  
Refunded debt including prepayment penalties —  (52,302) 
Payments of long-term debt (874) (2,234) 

Net cash provided by financing activities 9,783  9,522  

Net increase (decrease) in cash and cash equivalents 15,400  (5,797) 

Cash and cash equivalents at beginning of year 2,756  8,553  

Cash and cash equivalents at end of year $ 18,156  2,756  

Supplemental data:
Interest paid $ 3,695  4,430  
Noncash investing and financing activities:

Fixed assets purchased through a capital lease acquisition 137  424  
Plant and equipment purchases included in accounts payable —  85  

See accompanying notes to financial statements.
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WESTERN NEW ENGLAND UNIVERSITY 

Notes to Financial Statements 

June 30, 2019 

(with comparative totals for June 30, 2018) 

(Dollars in thousands) 

 6 (Continued) 

(1) Organization 

Western New England University (the University) is a private, nonsectarian, co-educational university 

located on a 215-acre campus in a suburban neighborhood in Springfield, Massachusetts and is accredited 

by the New England Association of Schools and Colleges. Originally founded in 1919 as the Springfield 

Division of Northeastern University, it became established with its own charter and identity as Western New 

England College in 1951. Building of the new and current campus began in 1958. Its name was changed to 

Western New England University in July 2011. 

The University offers a wide range of undergraduate degree programs as well as graduate programs and 

first-professional opportunities, in Arts and Sciences, Business, Engineering, Law, Pharmacy and Health 

Sciences, which includes a Doctor of Occupational Therapy program that began in the fall of 2017. There 

are 237 full-time faculty members in the University’s four Colleges and one School. 

The University annually enrolls approximately 3,800 students: 2,630 full-time undergraduates, 285 in full 

and part-time programs in the School of Law, and 316 full time students in the College of Pharmacy and 

Health Sciences, and a variable number in part-time undergraduate or graduate degree programs offered 

on campus. The University attracts students from approximately 36 states and 30 foreign countries. There 

are more than 47,000 alumni of the University. 

(2) Summary of Significant Accounting Policies 

The significant accounting policies followed by the University are described below to enhance the 

usefulness of the financial statements to the reader. 

(a) Basis of Presentation 

The accompanying financial statements, which are presented on the accrual basis of accounting, have 

been prepared to focus on the University as a whole and to present balances and transactions 

according to the existence or absence of donor-imposed restrictions. 

The statement of activities includes certain prior year summarized comparative information in total but 

not by net asset class. Such information does not include sufficient detail to constitute a presentation in 

conformity with U.S. generally accepted accounting principles (GAAP). Accordingly, such information 

should be read in conjunction with the University’s financial statements for the year ended June 30, 

2018, from which the summarized information was derived before the adjustments described in note 3 

were applied to adopt ASU No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial 

Statement of Not-for-Profit Entities retrospectively. 



WESTERN NEW ENGLAND UNIVERSITY 

Notes to Financial Statements 

June 30, 2019 

(with comparative totals for June 30, 2018) 

(Dollars in thousands) 

 7 (Continued) 

(b) Net Asset Classes 

The accompanying financial statements present information regarding the University’s financial position 

and activities according to two classes of net assets: without donor restrictions and with donor 

restrictions. 

Without donor restrictions: net assets are not subject to donor stipulations restricting their use but may 

be designated for specific purposes by the University or may be limited by contractual agreements with 

outside parties. 

With donor restrictions: net assets are subject to donor stipulations that expire with the passage of 

time, can be fulfilled by actions pursuant to the stipulations, or which may be perpetual. 

Changes in net assets are classified as operating and nonoperating. Nonoperating changes in net 

assets are: net realized and unrealized gains and losses on long-term investments, less amounts 

distributed for operating purposes; and reclassifications of net assets received in prior periods and 

contributions with donor restrictions. All other unrestricted activity is reported as operating without 

donor restrictions. 

Net assets associated with endowment funds are classified and reported based on the existence or 

absence of donor-imposed restrictions. 

(c) Operations 

The statement of activities reports the change in net assets from operating and nonoperating activities. 

Operating revenues consist of those items attributable to the University’s undergraduate, graduate, 

professional and doctoral programs. Income appropriated for spending from the University’s invested 

assets are reported as operating revenue. All contributions, except for those for capital or long-term 

investment, are reported as operating revenue. Contributions for capital or long-term investment, 

realized and unrealized net gains/losses on all investments, net of amounts appropriated for 

operations, and changes in the value of split interest agreements are reported as nonoperating 

revenue. 

(d) Revenue Recognition 

All contributions, donations, legacies, and gifts are recorded when received or when an unconditional 

promise to give is received. Contributions with donor-imposed restrictions, including unconditional 

promises to give, are reported in net assets with donor restrictions. Restricted gifts that impact more 

than one reporting period are recognized as increases in net assets with donor restrictions and are 

released to net assets without donor restrictions when the donor restrictions, or time restrictions, are 

satisfied. 

Student revenue consists of charges for tuition and fees, residence and dining. Such revenue is 

presented at transaction prices, which are determined based on standard published rates for the 

services provided. Tuition and fees are net of any scholarships and aid awarded by the University to 

qualifying students. The amount of revenue per student varies based on the specific programs in which 



WESTERN NEW ENGLAND UNIVERSITY 

Notes to Financial Statements 

June 30, 2019 

(with comparative totals for June 30, 2018) 

(Dollars in thousands) 

 8 (Continued) 

the student is enrolled, as well as whether the student lives on campus. Scholarships and aid awarded 

for tuition and fees amounted to $49,810 and $47,002 at June 30, 2019 and 2018, respectively. 

Contributions of cash or other assets that must be used to acquire long-lived assets are reported in net 

assets without donor restrictions provided the long-lived assets are placed in service in the same 

reporting period; otherwise, the contributions are reported as net assets with donor restrictions until the 

assets are acquired and placed in service. 

(e) Cash Equivalents 

The University considers all highly liquid debt instruments purchased with an original maturity date of 

three months or less to be cash equivalents. 

(f) Deposits under Bond Indenture 

Deposits under bond indenture consist of the unexpended proceeds of certain bonds payable, which 

will be used for construction of certain facilities. As of June 30, 2019 these funds were not invested. 

(g) Investments 

Investments are reported at fair value. Investments in securities traded on a national exchange are 

based upon quoted market prices. The University also holds shares or units in alternative investment 

funds involving hedge strategies. Such alternative investment funds may hold securities or other 

financial instruments for which a ready market exists and are priced accordingly. In addition, such 

funds may hold assets which require using current estimates of fair value obtained from the general 

partner or investment manager in the absence of readily determinable public market values. Such 

valuations generally reflect discounts for liquidity and consider variables such as financial performance 

of investments, including comparison of comparable companies’ earnings multiples, cash flow analysis, 

recent sales prices of investments, and other pertinent information. 

The University’s interest in alternative investment funds are generally reported at the net asset value 

(NAV) reported by the fund managers, because the University owns interests in such entities rather 

than the underlying securities owned by each partnership or fund, even though the underlying 

securities may not be difficult to value or may be readily marketable. NAV is used as a practical 

expedient to estimate the fair value of the University’s interest therein, unless it is probable that all or a 

portion of the investment will be sold for an amount different from NAV. Accordingly, the inputs or 

methodology used for valuing or classifying investments for financial reporting purposes are not 

necessarily an indication of the risk associated with investing in those investments. 

These investments are generally redeemable or may be liquidated at NAV under the original terms of 

the subscription agreements and operations of the underlying funds. However, it is possible that these 

redemption rights may be restricted or eliminated by the funds in the future in accordance with the 

underlying fund agreements. Due to the nature of the investments held by these funds, changes in 

market conditions and the economic environment may significantly impact the NAV of the funds and, 

consequently, the fair value of the University’s interests in the funds. Furthermore, changes to the 

liquidity provisions of the funds may significantly impact the fair value of the University’s interest in the 



WESTERN NEW ENGLAND UNIVERSITY 

Notes to Financial Statements 

June 30, 2019 

(with comparative totals for June 30, 2018) 

(Dollars in thousands) 
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funds. Although such investments may be sold in a secondary market transaction, subject to meeting 

certain requirements of the governing documents of the funds, the secondary market is not active and 

individual transactions are not necessarily observable. It is therefore reasonably possible that if the 

University were to sell a fund in the secondary market, the sale could occur at an amount materially 

different than the reported value. However, the University has no current plans to sell such investments 

in the secondary market. 

(h) Physical Plant Assets 

All plant assets are stated at cost except gifts in kind, which are recorded at their estimated fair value 

on the date of the gift. Depreciation is computed on a straight-line basis over the estimated useful lives 

of the assets. When plant assets are retired or disposed of, the cost and related accumulated 

depreciation are removed and any resulting gain or loss is reflected in the statement of activities. 

The University recognizes the fair value of a liability for legal obligations associated with asset 

retirements in the period in which the obligation is incurred, if a reasonable estimate of the fair value of 

the obligation can be made. When the liability is initially recorded, the University capitalizes the cost of 

the asset retirement obligation by increasing the carrying amount of the related long lived asset. The 

liability is accreted to its present value each period and the capitalized cost associated with the 

retirement obligation is depreciated over the useful life of the related asset. Upon settlement of the 

obligation, any difference between the cost to settle the asset retirement obligation and the liability 

recorded is recognized as a gain or loss in the statement of activities. 

(i) Unamortized Bond Costs 

Deferred bond issue costs are stated net of accumulated amortization, and are amortized over the lives 

of the related bonds. 

(j) Income Taxes 

In November 1956, the University was granted exempt status under the Internal Revenue Code (IRC) 

Section 501(a), as an organization described in Section 501(c)(3). Under IRC Section 501(a), the 

University is generally exempt from income taxes. The University assesses uncertain tax positions and 

determined that there were no such positions that have a material effect on the financial statements at 

June 30, 2019 and 2018. 

(k) Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional 

basis in the statement of activities. These costs include direct and indirect costs that have been 

allocated, on a consistent basis, among the programs and supporting services benefited. Note 17 

summarizes the University’s functional expenses by natural classification. 
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Notes to Financial Statements 

June 30, 2019 

(with comparative totals for June 30, 2018) 

(Dollars in thousands) 
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(l) Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 

principles requires management to make estimates and assumptions that affect the reported amounts 

of assets and liabilities and disclosure of contingent assets and liabilities at the dates of the financial 

statements and the reported amounts of revenues and expenses during the reporting periods. Actual 

results could differ from those estimates. 

(m) Reclassifications 

Certain reclassifications have been made to 2018 information to conform to the 2019 presentation. 

(3) Recent Accounting Pronouncements 

Accounting Standards Update (ASU) 2016-14, Presentation of Financial Statements for Not-for-Profit 

Entities, was issued by the Financial Accounting Standards Board (FASB) in August 2016. The primary 

changes, which affect most not-for-profit financial statements, include revisions to simplify and enhance the 

presentation of net assets, a requirement to present functional and natural expenses in a single location, 

and expanded disclosures regarding liquidity and availability of resources. The ASU is effective for fiscal 

years beginning after December 15, 2017. In fiscal 2019, the University retrospectively adopted this 

standard. A summary of net asset reclassifications resulting from the adoption of ASU 2016-14 is as 

follows: 

Without donor With donor Total

restrictions restrictions net assets

2018 Net assets, as previously reported:

Unrestricted $ 88,841  —  88,841  

Temporarily restricted —  12,038  12,038  

Permanently restricted —  25,734  25,734  

Reclassification to implement ASU 2016-14:

Underwater endowments 37  (37) —  

2018 Net assets, as restated $ 88,878  37,735  126,613  

 

ASU 2014-09, Revenue from Contracts with Customers, was issued by the FASB in May 2014 and is 

intended to improve the financial reporting requirements for revenue from contracts with customers. The 

ASU establishes a five-step model and application guidance for determining the timing and amount of 

revenue recognition. The related application guidance in the ASU replaces most existing revenue 

recognition guidance in GAAP. The ASU became effective for the University for the year ended June 30, 

2019. The University’s adoption of the ASU did not materially change the timing or amount of revenue 

recognized by the University. However, the ASU requires that tuition and fees and residence and dining 

revenues be presented in the statement of activities at the transaction price, i.e., net of any institutional 

student aid. Previously, such revenues were, presented gross, i.e., at published rates, followed by a 

reduction for institutional student aid. Accordingly, the University’s 2018 statement of activities has been 

revised to conform to the 2019 presentation. 
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Notes to Financial Statements 
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ASU 2018-08, Clarifying the Scope and the Accounting Guidance for Contributions Received and 

Contributions Made, was issued by the FASB in June 2018. The new ASU is intended to assist entities in 

(1) evaluating whether transactions should be accounted for as contributions (nonexchange transactions) 

within the scope of Topic 958, Not-for-Profit Entities, or as exchange transactions subject to other guidance 

and (2) determining whether a contribution is conditional. The ASU clarifies that a contribution is conditional 

if the agreement includes one or more barriers that must be overcome for the recipient to be entitled to the 

assets transferred and a right of return for the transferred assets or a right of release of the promisor’s 

obligation to transfer assets. The ASU became effective for the University for the year ended June 30, 

2019. The University’s adoption of the ASU on a modified prospective basis did not have a material effect 

on its financial statements. 

(4) Liquidity 

As of June 30, 2019, financial assets and liquidity resources available within one year for general 

expenditure such as operating expenses, scheduled principal payments on debt, and capitalized 

construction costs not financed with debt, were as follows: 

2019

Financial assets:

Cash $ 13,604  

Accounts and loans receivable, net 2,425  

Pledge payments available for operations 142  

Long-term investments available for operations 10,036  

Subsequent year 2020 endowment appropriation 2,751  

Other unrestricted invested funds 247  

Total financial assets available within one year $ 29,205  

 

Additionally, as of June 30, 2019, the University has $24,560 in funds designated by the Board to function 

as endowment which can be made available for general expenditure with approval from the Board, subject 

to investment liquidity provisions. The University has $3,460 within cash and cash equivalents that is 

subject to donor restrictions. Funds subject to donor restrictions are an available resource provided those 

restrictions are met by actions of the University or the passage of time. 
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(5) Accounts and Pledges Receivable 

Amounts receivable consist of the following at June 30: 

2019 2018

Accounts receivable:

Student $ 1,900  2,168  

Other 120  183  

Less allowance for doubtful accounts (625) (661) 

1,395  1,690  

Pledges receivable 3,668  5,688  

Less allowance for doubtful accounts and present value

discount (150) (330) 

3,518  5,358  

Total accounts and pledges receivable, net $ 4,913  7,048  

 

The University’s gross pledges receivable as of June 30 are due as follows: 

2019 2018

Less than one year $ 862  1,406  

One to five years 2,806  4,282  

$ 3,668  5,688  

 

Pledges are discounted at rates ranging between 0.26% and 2.25%. 

Fundraising expenses for the years ended June 30, 2019 and 2018 totaling $1,081 and $1,187, 

respectively, have been classified as management and general expenses in the statements of activities. 

(6) Loans Receivable 

Loans receivable consist of the following at June 30: 

2019 2018

Student loans $ 4,688  5,486  

Less allowance for doubtful accounts (810) (813) 

Total loans receivable, net $ 3,878  4,673  
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(7) Investments and Fair Value 

The University maintains a pooled investment fund for purposes of maximizing investment return. The 

investment objective of the University is to invest its assets in a prudent manner to achieve a long-term rate 

of return sufficient to fund a portion of its spending and to increase investment value after inflation. 

At June 30, 2019 and 2018, the carrying values of the University’s cash and cash equivalents, receivables, 

accounts payable and accrued expenses, and deposits, deferred revenue and other liabilities approximated 

their fair values based on their short-term maturities. 

Fair value represents the price that would be received upon the sale of an asset or paid upon the transfer 

of a liability in an orderly transaction between market participants as of the measurement date. Except for 

investments reported at net asset value (NAV) or its equivalents as a practical expedient to estimate fair 

value, the University uses a three-tiered hierarchy to categorize those financial instruments carried at fair 

value based on the valuation methodologies employed. The hierarchy is defined as follows: 

 Level 1 –valuation based on quoted prices (unadjusted) in active markets for identical assets or 

liabilities that the University has the ability to access at the measurement date. 

 Level 2 – valuation based on inputs other than the quoted prices included in Level 1 that are either 

directly or indirectly observable for the assets or liabilities. 

 Level 3 – valuation based on unobservable inputs for the assets or liabilities, for which little or no 

market data is available. 

The following table summarizes the valuation of investments as of June 30, 2019: 

Quoted Significant
prices other Significant Investments

in active observable unobservable measured
markets inputs inputs at NAV or

Investment (Level 1) (Level 2) (Level 3) equivalent Total

Long term investments:
Cash equivalents $ 304  —  —  —  304  
Fixed income securities – bonds 6,564  —  —  —  6,564  
Equity investments – stocks 38,162  —  —  —  38,162  
Equity investments – long/short —  —  —  6,556  6,556  
Hedge —  —  —  10,504  10,504  
Real assets 5,219  —  —  —  5,219  

Total long term
investments 50,249  —  —  17,060  67,309  

Other assets:
Investments held in trust by others —  —  746  —  746  

$ 50,249  —  746  17,060  68,055  
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The following table summarizes the valuation of investments as of June 30, 2018: 

Quoted Significant
prices other Significant Investments

in active observable unobservable measured
markets inputs inputs at NAV or

Investment (Level 1) (Level 2) (Level 3) equivalent Total

Long term investments:
Cash equivalents $ 82  —  —  —  82  
Fixed income securities – bonds 6,595  1  —  —  6,596  
Equity investments – stocks 37,997  —  —  —  37,997  
Equity investments – long/short —  —  —  6,308  6,308  
Hedge —  —  —  11,306  11,306  
Real assets 5,120  —  —  —  5,120  

Total long term
investments 49,794  1  —  17,614  67,409  

Other assets:
Investments held in trust by others —  —  832  —  832  

$ 49,794  1  832  17,614  68,241  

 

There were no changes in methodologies used at June 30, 2019 and 2018 and there were no transfers 

among levels during the years end June 30, 2019 and 2018. 

The following table presents the activity for investments measured at fair value on a recurring basis using 

significant inputs (Level 3) for the years ended June 30: 

2019 2018

Fair value at beginning of year $ 832  794  

Unrealized (losses)/gains (86) 38  

Fair value at end of year $ 746  832  
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The University’s total return on its invested assets consists of the following components for the years ended 

June 30: 

2019 2018

Operating:

Interest and dividends (pooled) $ 452  531  

Utilized gains 1,988  1,917  

Income and gains from long-term investments

utilized 2,440  2,448  

Nonoperating:

Net realized gains on sale of investments 3,330  5,944  

Net unrealized losses on investments (616) (135) 

Net realized and unrealized gains on investments 2,714  5,809  

Less gains utilized in operations (1,988) (1,917) 

Total investment return $ 3,166  6,340  

 

Interest and dividends are presented net of manager fees of $200 and $225 for the years ended June 30, 

2019 and 2018, respectively. 

Hedge funds are redeemable with the funds or limited partnerships at net asset value under the original 

terms of the subscription agreement and/or partnership agreements. The investments’ fair values as of 

June 30, 2019 are shown below by their redemption frequency. 

Days

Daily Monthly Quarterly Illiquid Total notice

Cash equivalents $ 304  —  —  —  304  1

Fixed income securities – bonds 6,564  —  —  —  6,564  1–7

Equity investments – stocks 38,162  —  —  —  38,162  1–7

Equity investments – long/short —  6,556  —  —  6,556  30

Hedge —  —  10,504  —  10,504  65

Real assets 5,219  —  —  —  5,219  2

Total $ 50,249  6,556  10,504  —  67,309  
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(8) Endowment 

The University’s endowment consists of 218 individual funds established for a variety of purposes. Its 

endowment includes both donor-restricted endowment funds and funds designated by the Board of 

Trustees to function as endowments (quasi-endowment). As required by GAAP, 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 existence or absence of donor-imposed restrictions. 

(a) Relevant Law 

The University has interpreted the Massachusetts enacted version of the Uniform Prudent 

Management of Institutional Funds Act (UPMIFA) as allowing the University to appropriate for 

expenditure or accumulate so much of an endowment fund as the University determines as prudent for 

the uses, benefits, purposes and duration of which the endowment fund is established, subject to the 

intent of the donor as expressed in the gift instrument. Unless stated otherwise in the gift instrument, 

the assets in an endowment fund shall be donor-restricted assets until appropriated for expenditure. In 

accordance with UPMIFA, the University considers the following factors in determining appropriate 

spending levels from donor-restricted endowment funds: 

1. Duration and preservation of the endowment fund 

2. Purposes of the University and the endowed fund 

3. General economic conditions 

4. Possible effects of inflation or deflation 

5. Expected total return from income and the appropriation of investments 

6. Other resources of the University 

7. Investment policy of the University 

Although UPMIFA offers short-term spending flexibility, the explicit consideration of the preservation of 

funds among factors for prudent spending suggests that a donor-restricted endowment fund is still 

perpetual in nature. Under UPMIFA, the Board is permitted to determine and continue a prudent payout 

amount, even if the market value of the fund is below historic dollar value. There is an expectation that, 

over time, the donor-restricted amount will remain intact. This perspective is aligned with the 

accounting standards definition that donor-restricted funds are those that must be held in perpetuity 

even though the historic-dollar-value may be invaded on a temporary basis. Unless otherwise stated in 

the gift instrument, the assets in the endowment fund shall be donor-restricted net assets until 

appropriated for expenditure. 
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Endowment funds consisted of the following at June 30, 2019 and 2018: 

With donor restrictions

Without donor Accumulated

2019 restrictions Original gift gains (losses) Total

Quasi $ 24,560  —  —  24,560  

Donor restricted:

Underwater —  3,609  (30) 3,579  

Other —  23,010  5,534  28,544  

$ 24,560  26,619  5,504  56,683  

 

With donor restrictions

Without donor Accumulated

2018 restrictions Original gift gains (losses) Total

Quasi $ 24,506  —  —  24,506  

Donor restricted:

Underwater —  3,609  (37) 3,572  

Other —  19,531  5,331  24,862  

$ 24,506  23,140  5,294  52,940  

 

Changes in endowment funds for the fiscal years ended June 30, 2019 and 2018 were as follows: 

Without donor With donor

restrictions restrictions Total

Balance, June 30, 2018 $ 24,506  28,434  52,940  

Interest and dividends, net of fees 171  210  381  

Realized/unrealized gains 1,041  1,250  2,291  

Contributions —  3,479  3,479  

Distributions (1,163) (1,250) (2,413) 

Other 5  —  5  

Balance, June 30, 2019 $ 24,560  32,123  56,683  
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Without donor With donor

restrictions restrictions Total

Balance, June 30, 2017 $ 23,584  26,998  50,582  

Interest and dividends, net of fees 178  193  371  

Realized/unrealized gains 1,922  2,090  4,012  

Contributions —  366  366  

Distributions (1,187) (1,213) (2,400) 

Other 9  —  9  

Balance, June 30, 2018 $ 24,506  28,434  52,940  

 

(b) Funds with Deficiencies 

From time to time, the fair value of assets associated with individual donor-restricted endowment funds 

may fall below their original contributed value. Deficiencies of this nature are reported as reductions in 

net assets with donor restrictions and aggregated $30 and $37 as of June 30, 2019 and 2018, 

respectively. Future market gains will be used to restore this reduction in net assets. 

(c) Return Objectives and Risk Parameters 

The University’s primary investment objective for the endowment is to earn a total return within prudent 

levels of risk, which is sufficient to maintain in real terms the purchasing power of the endowment’s 

assets, while generating an income stream to support the activities of the University. To achieve its 

investment objective to the extent provided by law, the endowment’s assets are allocated among seven 

asset classes, compared against several benchmarks and are reviewed annually. 

(d) Strategies Employed for Achieving Objectives 

To satisfy its long-term rate-of-return objectives, the University relies on a total return strategy in which 

investment returns are achieved through both capital appreciation (realized and unrealized) and current 

yield (interest and dividends). The Investment Committee is responsible for establishing an asset 

allocation policy. The asset allocation policy is designed to achieve diversity among capital markets 

and within capital markets, by investment discipline and management style. The Committee designs a 

policy portfolio in light of the endowment’s needs for liquidity, preservation of purchasing power and risk 

tolerances. 

The University targets a diversified asset allocation that places emphasis on investments in domestic 

and global equities, fixed income, hedge funds, and real assets strategies to achieve its long-term 

return objectives within prudent risk constraints. The Investment Committee reviews the policy portfolio 

asset allocation, exposures and risk profile on an ongoing basis. 



WESTERN NEW ENGLAND UNIVERSITY 

Notes to Financial Statements 

June 30, 2019 

(with comparative totals for June 30, 2018) 

(Dollars in thousands) 

 19 (Continued) 

(e) Spending Policy and How the Investment Objectives Relate to Spending Policy 

The University’s endowment funds and charitable gift annuities are in a unitized investment pool, which 

is currently invested with twelve investment managers. Endowment spending is calculated under a total 

return policy, which permits the University to spend 5% of the average market value of the endowment 

assets for the previous thirteen quarters as determined annually on December 31. Allowed spending of 

endowed funds totaled $2,413 and $2,400 for the years ended June 30, 2019 and 2018, respectively. 

Total spending from the University’s net asset funds, including those not endowed, for the years ended 

June 30, 2019 and 2018, was as follows: 

2019

Without donor With donor

restrictions restrictions Total

Spending from endowment $ 1,163  1,250  2,413  

Other spending 27  —  27  

$ 1,190  1,250  2,440  

 

2018

Without donor With donor

restrictions restrictions Total

Spending from endowment $ 1,187  1,213  2,400  

Other spending 48  —  48  

$ 1,235  1,213  2,448  

 

In establishing these policies, the University considered the expected return on its endowment and its 

programming needs. Accordingly, the University expects the current spending policy to allow its 

endowment to maintain its purchasing power and to provide a predictable and stable source of revenue 

to the annual operating budget. Additional real growth will be provided through new gifts, any excess 

investment return or additions by the Board of Trustees. 
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(9) Investment in Plant 

Plant assets consist of the following at June 30: 

Estimated

2019 2018 useful lives

Land $ 4,526  4,526  —  

Buildings 213,699  210,966  30–60 years

Improvements 12,975  12,836  10–20 years

Equipment 55,335  52,561  3–10 years

Construction in progress 2,175  2,894  —  

288,710  283,783  

Less accumulated depreciation (134,986) (126,722) 

$ 153,724  157,061  

 

Depreciation expense amounted to $8,577 in 2019 and $8,255 in 2018. 

(10) Investments Held in Trust by Others 

An investment held in trust by others represents the fair value of the University’s rights to split interest 

agreements and pooled life income funds. All of the perpetual trusts included in the University’s’ split 

interest agreement assets are classified as donor-restricted net assets. The present value of the future 

payments is estimated to equal the current fair value of these investments and accordingly, are recorded by 

the University at this value. 

The University’s share of its split-interest agreements and pooled life income funds had a fair value of $746 

and $832 as of June 30, 2019 and 2018, respectively. The income from these investments is restricted for 

scholarships. 
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(11) Leases 

The University has noncancelable leases principally for equipment, which are accounted for as operating 

leases. Rent expense under these leases was $283 for fiscal year 2019 and $370 for fiscal year 2018. The 

approximate future minimum rental commitments under operating lease agreements are as follows: 

Year ending June 30:

2020 $ 190  

2021 107  

2022 61  

2023 30  

Total $ 388  

 

The University also leases laptop computers and athletic equipment under a capital lease. The following is 

a schedule by year of required future lease payments as of June 30, 2019. 

Fiscal year ending June 30:

2020 $ 156  

2021 95  

Total required minimum lease

payments 251  

Less amount representing interest (16) 

Present value of minimum lease

payments $ 235  
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(12) Bonds and Capital Leases Payable 

2019 2018

Massachusetts Development Finance Agency (MDFA) Revenue

Bonds Series 2008, which are exempt from federal taxes,

and bear interest at the date of issuance through and

including May 28, 2018 of 1.27%. Subsequent interest is set

at 65% of the prevailing 10 year U.S. Treasury rate plus 2.5%.

The bond matures in 2028 and is secured by a mortgage on

the S. Prestley Blake Law Center. $ 2,739  2,988  

Massachusetts Development Finance Agency (MDFA) Revenue

Bonds, Series 2015, which is exempt from federal taxes,

bear interest at rates ranging from 2% to 5% and matures

annually through 2035. The bonds are secured by a mortgage

on all the University’s core campus including The Center

for Sciences and Pharmacy. 34,140  34,765  

Massachusetts Development Finance Agency (MDFA) Revenue

Bonds, Series 2018, which is exempt from federal taxes,

bears interest at rate of 5% and matures annually through

2048. The bonds are secured by a mortgage on all the

University’s core campus including the University Commons. 55,850  55,850  

Bonds payable 92,729  93,603  

Unamortized bond premium 8,476  8,780  

Bond issuance costs (1,218) (1,263) 

Total bonds payable, net 99,987  101,120  

Obligation under capital leases 235  290  

Total bonds and capital leases payable $ 100,222  101,410  

 

On June 20, 2018, the University entered into a Mortgage Loan and Trust Agreement (the agreement) with 

MDFA in order to finance a portion of the new dining hall construction project and to repay the revenue 

bond Series 2011D, 2009C and a commercial loan. In connection with the Agreement, the MDFA issued 

Series 2018 tax-exempt bonds with a par amount of $55,850. An original issue premium of $5,701 was 

received upon issuance of these bonds. The premium will be amortized over the remaining life of the 

bonds. The Series 2018 Bonds had bond issuance costs of $782 and these are netted against the bond 

payable on the statement of financial position. The proceeds from the 2018 Bond totaled $52,665 which 

was used to refund the following bonds; Series 2009C ($35,099), Series 2011D ($7,750), 2017 Commercial 

Loan with People’s Bank ($9,816). 
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On June 22, 2017 the University entered into an agreement with People’s Bank for a $10,200 commercial 

loan to fund the construction of the new Dining Commons. The University started drawing from the loan in 

August 2017 and it was fully drawn in June 2018. The term of the loan was 7 years with a fixed rate of 

interest of 3.81% at the Federal Home Loan Bank of Boston and a 7 year amortizing rate plus 160 basis 

points. During fiscal year 2018 principal payments of $465 and interest payments of $326 were made on 

the Commercial Note. The principal balance of $9,735 plus accrued interest of $32 and a pre-payment 

penalty of $49 totaling $9,816 was refinanced as part of the 2018 Bond on June 20, 2018. 

The following is a schedule of bonds payable as of June 30, 2019 over the next five years and thereafter by 

the University: 

Year ending June 30:

2020 $ 914  

2021 1,855  

2022 1,942  

2023 2,039  

2024 2,136  

Thereafter 83,843  

Total $ 92,729  

 

The 2008, 2015 and 2018 Bond Series indentures require the maintenance of certain financial covenants. 

The University was in compliance with these requirements at June 30, 2019 and 2018. In addition, the 

University has pledged all revenues, and has granted the Issuer a security interest in tuition receipts and 

tuition receivables. 

(13) Line of Credit 

The University has an uncollateralized line of credit with a bank in the amount of $7,500 as of June 30, 

2019 and 2018. The line of credit bears interest, which is variable at a rate per annum equal to the Wall 

Street Journal prime rate. No borrowings against this line were outstanding at June 30, 2019 or 2018. 

(14) Retirement Plan 

The University maintains a 403(b) contributory retirement plan with Teachers Insurance and Annuity 

Association (TIAA) and College Retirement Equities Fund (CREF). The plan covers substantially all 

full-time employees. The University’s contributions in 2019 and 2018 amounted to $3,075 and $3,740, 

respectively. 
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(15) Net Assets 

Net assets as of June 30 consisted of the following: 

2019

Without donor With donor

restrictions restrictions

Undesignated $ 5,824  —  

Plant 53,952  —  

Loan 2,337  —  

Other —  100  

Facilities —  2,893  

Academic support 1,576  —  

Student support 415  2,020  

Life insurance, charitable remainder trust —  1,280  

Annual scholarships and awards —  610  

Unspent endowment allocation 98  351  

Endowment funds:

Scholarships and awards 24,560  31,997  

Faculty development —  151  

Other —  1,160  

Total $ 88,762  40,562  

 

2018

Without donor With donor

restrictions restrictions

Undesignated $ (3,530) —  

Plant 63,759  —  

Loan 2,224  —  

Other —  666  

Facilities —  2,682  

Academic support 1,505  —  

Student support 338  1,799  

Life insurance, charitable remainder trust —  1,349  

Annual scholarships and awards —  885  

Unspent endowment allocation 76  258  

Endowment funds:

Scholarships and awards 24,506  29,056  

Faculty development —  151  

Other —  889  

Total $ 88,878  37,735  
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(16) Net Assets Released from Restrictions 

Net assets were released as follows for the years ended June 30: 

2019 2018

With donor restrictions satisfied:

Facility improvements $ —  557  

Student aid 1,429  1,376  

Instruction and research 50  63  

Student support —  99  

Other institutional activities 22  227  

Total $ 1,501  2,322  

 

(17) Functional Expenses 

The statements of activities present expenses by functional classification. The University also summarizes 

its expenses by natural classification. The University’s primary program service is academic instruction. 

Expenses reported as student support and residence, dining and other auxiliary services are incurred in 

support of this primary program activity. 

Operation and maintenance of plant and depreciation expenses are allocated based on square footage. 

Interest expense is allocated based on the functional purpose for which the debt proceeds were used. 

Expenses by both their nature and their function for the years ended June 30, 2019 and 2018 are as 

follows: 

2019

Residence,

dining and

other

Student Academic auxiliary Management

Instruction support support services and general Total

Salaries and w ages $ 26,636  8,430  7,021  2,318  7,777  52,182  

Employee benefits 8,645  2,432  2,288  776  3,101  17,242  

Supplies, services, other 3,120  4,196  3,516  8,507  4,861  24,200  

Depreciation and amortization 1,294  1,549  792  4,259  424  8,318  

Interest 1,589  201  273  2,298  237  4,598  

$ 41,284  16,808  13,890  18,158  16,400  106,540  
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2018

Residence,

dining and

other

Student Academic auxiliary Management

Instruction support support services and general Total

Salaries and w ages $ 27,214  8,424  7,373  2,600  8,397  54,008  

Employee benefits 9,501  2,715  2,610  944  3,140  18,910  

Supplies, services, other 3,258  4,480  3,786  8,664  4,709  24,897  

Depreciation and amortization 1,838  1,389  753  4,025  379  8,384  

Interest 1,552  254  193  1,581  186  3,766  

$ 43,363  17,262  14,715  17,814  16,811  109,965  

 

(18) Commitments and Contingencies 

The University participates in the Massachusetts College Savings Prepaid Tuition Program. This program 

allows participants to pay in advance (against a bond) for future tuition at the cost of tuition at the time of 

the bond purchase increased by the Consumer Price Index plus 2%. The potential cost associated with this 

program cannot be determined as it is contingent on future tuition increases and the bond purchasers who 

attend the University. 

The University also participates in a number of federal programs that are subject to financial and 

compliance audits. The amount of expenditures that may be disallowed by the granting agencies cannot be 

determined at this time, although the University does not expect these amounts, if any, to be material to the 

financial statements. 

(19) Subsequent Events 

On August 20, 2019 the University’s revolving line of credit with People’s United Bank for $7,500 was 

renewed through February 22, 2020. The line bears interest which is variable at a rate per annum equal to 

the Wall Street Journal Prime Rate. A commitment fee of $9 or 0.25% of loan amount was paid in 

August 2019. 

The University evaluated subsequent events for potential recognition or disclosure through October 28, 

2019, the date on which the financial statements were issued. 


