


Independent Auditors’ Report

The Board of Trustees
Endicott College:

We have audited the accompanying financial statements of Endicott College, which comprise the statements of
financial position as of June 30, 2017 and 2016, the related statements of unrestricted revenues and expenses,
changes in net assets and cash flows for the years 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 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 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 Endicott College as of June 30, 2017 and 2016, and the changes in its net assets and its cash flows
for the years then ended in accordance with U.S. generally accepted accounting principles.

October 17, 2017



Cash and cash equivalents
Accounts and loans receivables, net (note 3)
Contributions receivable, net (note 4)

Other assets

Assets

ENDICOTT COLLEGE
Statements of Financial Position

June 30, 2017 and 2016

Long-term investments, at fair value (note 5)
Land, buildings, improvements, and equipment, net (notes 7 and 9)

Total assets

Liabilities and Net Assets

Accounts payable and accrued expenses (note 8) $

Student deposits and deferred revenue

Bonds, notes, and leases payable, net (note 9)
Fair value of interest rate swaps (note 9)
Refundable advances — U.S. government grants

Net assets:

Total liabilities

Unrestricted
Temporarily restricted (note 10)
Permanently restricted (note 11)

Total net assets

Total liabilities and net assets $

See accompanying notes to financial statements.

2017 2016
13,299,356 10,689,182
2,861,976 3,483,334
1,871,269 1,441,203
641,557 1,224,158
79,116,285 67,265,303
226,479,698 220,370,424
324,270,141 304,473,604
6,396,264 9,052,463
9,500,311 10,031,193
74,329,208 77,727,254
7,610,853 10,887,052
611,804 557,075
98,448,440 108,255,037
215,112,007 187,236,050
2,469,350 2,116,557
8,240,344 6,865,960
225,821,701 196,218,567
324,270,141 304,473,604




ENDICOTT COLLEGE

Statements of Unrestricted Revenues and Expenses

Years ended June 30, 2017 and 2016

2017 2016
Operating:

Revenues:
Tuition and fees $ 98,707,668 93,807,424
Residence and dining fees 34,748,033 33,004,260
Less scholarships and student aid (30,430,715) (28,682,865)
Net student fees 103,024,986 98,128,819
Contributions 1,584,237 1,856,212
Federal and state grants 702,746 642,733
Investment income (note 5) 1,099,410 1,200,191
Other income 2,626,376 2,420,572
Conference and education services 7,825,144 8,361,053
Net assets released from restrictions (note 12) 695,371 794,801
Total revenues 117,558,270 113,404,381

Expenses:
Instruction 32,000,697 30,127,564
Academic support 12,398,763 11,716,763
Student services 14,191,736 12,970,623
Institutional support 13,558,933 13,118,116
Conference and education services 7,756,021 7,931,771
Other auxiliary services 19,248,518 18,122,906
Total expenses 99,154,668 93,987,743
Increase in unrestricted net assets from operations 18,403,602 19,416,638

Nonoperating:

Realized and unrealized gains (losses) on unrestricted investments

(note 5) 5,823,253 (2,340,597)
Net gain (loss) on interest rate swap agreement (note 9) 3,276,199 (2,577,255)
Net assets released from restrictions (note 12) 372,903 1,412,711
Total nonoperating 9,472,355 (3,505,141)
Increase in unrestricted net assets $ 27,875,957 15,911,497

See accompanying notes to financial statements.




ENDICOTT COLLEGE
Statements of Changes in Net Assets

Years ended June 30, 2017 and 2016

Changes in unrestricted net assets:
Operating revenue
Expenses
Nonoperating activities

Increase in unrestricted net assets

Changes in temporarily restricted net assets:
Contributions
Reinvested income (note 5)
Net assets released from restrictions (note 12)

Increase (decrease) in temporarily restricted net assets

Changes in permanently restricted net assets:
Contributions

Increase in permanently restricted net assets
Increase in net assets
Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.

2017 2016
$ 117,558,270 113,404,381
(99,154,668) (93,987,743)
9,472,355 (3,505,141)
27,875,957 15,911,497
763,859 655,296

657,208 (115,554)
(1,068,274) (2,207,512)
352,793 (1,667,770)
1,374,384 256,266
1,374,384 256,266
29,603,134 14,499,993
196,218,567 181,718,574

$ 225,821,701 196,218,567




ENDICOTT COLLEGE

Statements of Cash Flows

Years ended June 30, 2017 and 2016

Cash flows from operating activities:
Increase in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation
Change in fair value of interest rate swaps
Net realized and unrealized (gains) losses
Contributions for long-term investments
Changes in accounts receivable
Changes in contributions receivable
Changes in other assets
Changes in accounts payable and accrued expenses
Changes in student deposits and deferred revenues

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of equipment and building improvements
Purchase of investments
Proceeds from sales and maturities of investments
Change in loans receivable

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from issuance of long-term debt
Payments on long-term debt
Proceeds from term loan and capital lease
Payments on notes payable
Contributions for long-term investment
Change in government grants refundable

Net cash (used) provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental data:
Cash paid for interest

See accompanying notes to financial statements.

$

$

2017 2016
29,603,134 14,499,993
7,552,843 7,117,127
(3,276,199) 2,577,255
(6,300,955) 2,769,881
(1,747,287) (1,668,977)
603,208 166,769
(430,066) 902,941
498,839 (172,800)
(295,926) 56,007
(530,881) (201,431)
25,676,710 26,046,765

(16,022,388)
(16,790,105)
11,240,076

18,150

(23,542,717)

(12,469,085)
7,094,048

(2,804)

(21,554,267)

(28,920,558)

32,625,000 —
(34,587,440) (1,754,901)
— 8,354,280
(1,351,846) (532,363)
1,747,287 1,668,977
54,730 (2,922)
(1,512,269) 7,733,071
2,610,174 4,859,278
10,689,182 5,829,904
13,299,356 10,689,182
2,955,149 2,897,936















ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

(3) Accounts Receivable and Loans Receivables
Accounts receivable and loans receivable, net, consisted of the following at June 30:

2017 2016
Student accounts receivable, net $ 1,195,231 1,106,778
Other accounts receivable 926,532 1,618,193
Loans receivable, net 740,213 758,363
$ 2,861,976 3,483,334

Student accounts receivable are net of an allowance for uncollectible accounts of $313,119 and $295,127

at June 30, 2017 and 2016, respectively.

Loans receivable are net of an allowance for uncollectible loans of $57,124 at June 30, 2017 and 2016,

respectfully.

(4) Contributions Receivable
Contributions receivable consisted of the following at June 30:

2017 2016
Unconditional promises expected to be collected in:
Less than one year $ 133,381 239,000
One year to five years 1,788,500 1,334,725
Five years and thereafter 56,700 70,600
1,978,581 1,644,325
Less present value discount (0.72% to 1.89%) and
allowance for uncollectible pledges (107,312) (203,122)
$ 1,871,269 1,441,203

(5) Investments
(a) Strategy

The overall investment objective of the College is to invest its assets in a prudent manner that will
achieve a long-term rate of return sufficient to fund a portion of its annual operating activities and
increase investment value after inflation. The College diversifies its investments among various asset
classes incorporating multiple strategies and managers. Major investment decisions are authorized by
the Board’s Investment Committee, which oversees the College’s investment program in accordance

with established guidelines.
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ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

(b) Reporting Basis

Investments are reported at estimated fair value. If an investment is held directly by the College and an
active market with quoted prices exists, the market price of an identical security is used as reported fair
value. The College also holds shares or units in traditional institutional funds as well as in alternative
investment funds involving hedged strategies, private equity and real asset strategies which are valued
using current estimates at fair value based upon net asset value (NAV) unless they are determined to
have a readily determinable fair value. These valuations are determined by fund managers and
generally consider variables such as operating results, comparable earnings multiples, projected cash
flows, recent sales prices, and other pertinent information, and may reflect discounts for the illiquid
nature of certain investments held. Moreover, the fair values of the College’s interests in shares or units
of these funds, because of liquidity and capital commitment terms that vary depending on the specific
fund or partnership agreement, may differ from the fair value of the funds’ underlying net assets. NAV
is used as a practical expedient to estimate the fair value of the College’s interest in these funds,
unless it is probable that all or a portion of the investment will be sold for an amount different than NAV.
The College has assessed the NAV provided by the external managers and believes the amounts
reported represent a reasonable estimate of fair value.

11 (Continued)






June 30, 2016

Investments at fair value:
Cash and cash equivalents
Money market accounts
Registered investment companies:

Fixed income

U.S. equities
Non-U.S. equities
Commodities
Multiple strategies
Real assets
Comingled trusts:

Multiple strategies

Investments at fair value

Investments measured at NAV:
Comingled trusts:
U.S. and global fixed income
Hedged strategies:
Off-shore funds

$

ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

Level 1

7,939
4,030,437

4,194,197
12,354,419
9,056,551
914,764
5,790,118
1,705,372

17,317,846
55,371,643

13

Total

7,939
4,030,437

4,194,197
12,354,419
9,056,551
914,764
5,790,118
1,705,372

17,317,846
55,371,643

1,398,434

Liquidity

Varies (1)

Days’ notice

Varies (2)

(Continued)






ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

donor-restricted endowment fund in accordance with a set of guidelines about what constitutes prudent
spending. 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. UPMIFA permits the College to
appropriate for expenditure or accumulate so much of an endowment fund as the College determines
to be prudent for the uses, benefits, purposes and duration for which the endowment fund is
established. Seven criteria are to be used to guide the College in its yearly expenditure decisions:

1) duration and preservation of the endowment fund; 2) the purposes of the College and the
endowment fund; 3) general economic conditions; 4) effect of inflation or deflation; 5) the expected total
return from income and the appreciation of investments; 6) other resources of the College; and, 7) the
investment policy of the College.

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. The accounting standards define permanently restricted funds as those that must
be held in perpetuity even though the historic-dollar-value may be appropriated on a temporary basis.
In accordance with appropriate accounting standards, the College classifies as permanently restricted
net assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (¢) accumulations to the permanent endowment
made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining
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ENDICOTT COLLEGE

Notes to Financial Statements

June 30, 2017 and 2016

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

Under the College’s current endowment spending policy, which is conservative when measured against
the guidelines specified under state law, income and dividends are reinvested and appropriations
(draws) are made only for donor-stipulated purposes; that amount is typically less than 1% of the
endowment. Generally, the maximum draw is no greater than 5% of the average fair value of each
individual donor-restricted endowment investment. A total of $256,560 and $247,491 was appropriated
in 2017 and 2016, respectively. The amount appropriated for spending in 2017 and 2016 was less than
the maximum allowed due to prior years’ economic conditions. The College expects the current
spending policy to allow its endowment to maintain its purchasing power by growing at a rate greater
than planned payouts. Further, the College has committed to an annual transfer from operations to help

build the endowment.

(7) Land, Buildings, Improvements, and Equipment
The College’s investment in plant at June 30 is as follows:

Estimated
lives 2017 2016
Land — 10,884,132 10,884,132
Construction in process — 1,760,775 10,304,359
Buildings and land improvements 50 years 260,322,821 239,322,688
Furniture, equipment, and books 3-10 years 21,164,208 20,094,659
Motor vehicles and similar assets 3 years 1,230,410 1,094,391
295,362,346 281,700,229
Less accumulated depreciation (68,882,648) (61,329,805)
226,479,698 220,370,424

Depreciation expense charged to operations was $7,552,843 and $7,117,127 in 2017 and 2016,

respectively.
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ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

(8) Accounts Payable and Accrued Expenses

(9)

The College’s accounts payable and accrued expenses consist of the following at June 30:

2017 2016

Accounts payable and accrued expenses related to
building projects and equipment $ 672,634 3,032,907
Accounts payable 1,565,917 1,245,017
Accrued interest expense 228,235 247,092
Accrued salaries payable 1,931,766 2,875,898
Accrued vacation 1,466,798 1,461,991
Other accrued expenses 530,914 189,558
$ 6,396,264 9,052,463

Bonds, Notes, and Leases Payable
(a) Bonds Payable

On April 1, 2010, the College entered into an agreement with MHEFA for a $10,000,000 Revenue
Bond, Series F. The bond was purchased by TD Bank for the purpose of refinancing a $3,000,000 term
loan used to purchase property adjacent to the College to house students, and to provide funding for a
new residence hall which was completed in August 2011. The Bond has a ten-year term and carries a
fixed interest rate of 4.40%. The balance at June 30, 2017 and 2016 was $8,873,746 and $9,078,394,
respectively.

On March 31, 2015, the College entered into an agreement with MDFA for an $18,000,000 Revenue
Bond, Series 2015. The bond was purchased by People’s United Bank for the purpose of constructing
a new residence hall on campus which will be completed in September 2015. The Bond has a
fifteen-year term and carries a fixed interest rate of 2.50%. The balance at June 30, 2017 and 2016
was $17,502,162 and $17,929,953, respectively.

On March 15, 2017 the College entered into an agreement with MDFA for a $32,625,000 Revenue
Bond, Series 2017. The bond was purchased by Bank of America for the purpose of refinancing both
the Series 2012 MHEFA Revenue Bond as well as a taxable term loan with Bank of America from
August 2012 and for the payment of closing costs. The bond has a seven-year term and carries a
variable interest rate of 68% of the one month LIBOR rate plus 0.70%. The balance at June 30, 2017
was $32,625,000. In addition to this refinancing, the College partially terminated a portion of its interest
rate swaps associated with the variable rate debt in order to correctly align the amortization of the
interest rate swaps with the underlying debt.

In conjunction with the College’s issuances of variable-rate debt, the College entered into interest rate
swap agreements with a financial institution counterparty for the purpose of swapping the variable rates
on the underlying debt for fixed rates. The interest rates on the Series B and Series C swap
agreements were amended to 4.425% and 4.40% with termination dates of October 1, 2018 and
October 1, 2023. The interest rates on the Series D and Series E swap agreements were amended to
4.165% and 3.82% with termination dates of May 1, 2024 and October 1, 2037 respectively. The value
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ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

of the swap instruments, which is recorded as a liability of $7,610,853 at June 30, 2017 and
$10,887,052 at June 30, 2016, represents the estimated cost to the College to cancel the agreement at
each reporting date and is based on pricing models that consider interest rates and other market
factors. Interest rate volatility, remaining outstanding principal, and time to maturity will affect the
swaps’ fair value at subsequent reporting dates. If the College repays the debt on schedule, the value
of each swap will reach zero at its final maturity. Because the swap fair value is based predominantly
on observable inputs that are corroborated by market data, it is categorized as Level 2 in the fair value
hierarchy.

(b) Notes Payable

(i)

(ii)

(iii)

Line of Credit

The College maintains its line of credit with Bank of America for $8,500,000 available through
April 27, 2018. The interest rate charged as of June 30, 2017 is the LIBOR Rate plus 1.20% points.
No amounts were outstanding as of June 30, 2017 and 2016.

Term Loan

On July 1, 2013 the College entered into a loan agreement in the amount of $10,000,000 with Bank
of America for the purposes of repaying the College’s existing term loan and funding various capital
projects at the College at an interest rate of 2.60% per annum. The balance at June 30, 2017 and
June 30, 2016 was $8,843,860 and $9,150,719 respectively.

On January 27, 2016 the College entered into a loan agreement in the amount of $6,000,000 with
Bank of America for the purposes of for the purpose funding the constructing a new residence hall
on campus which will be completed in September 2016. The loan has a 7-year term and caries a
fixed interest rate of 2.38% per annum. The balance at June 30, 2017 was $5,409,000.

Capital Lease Line of Credit

On July 1, 2015 the College entered into a Lease Line of Credit with TD Bank in the amount of
$854,679 for new IT networking equipment. The amount outstanding on the lease line of credit as
of June 30, 2017 was $523,990.

On January 1, 2016 the College entered into a Lease Line of Credit with TD Bank in the amount of
$1,499,601 for new campus security systems and upgrades to existing equipment. The amount
outstanding on the lease line of credit as of June 30, 2017 was $1,142,170.

On an annual basis the College is required to meet various financial covenants. The college has
met these requirements as of June 30, 2017 and 2016.
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ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

The scheduled principal payments for all debt are as follows:

Term
Bonds Leases loan Total
Year ending June 30:

2018 $ 977,730 464,992 1,225,049 2,667,771
2019 1,943,721 476,262 1,257,453 3,677,436
2020 10,211,483 487,554 1,294,502 11,993,539
2021 1,833,358 237,352 1,329,928 3,400,638
2022 1,890,497 — 1,361,025 3,251,522
2023 and thereafter 42,144,119 — 7,784,903 49,929,022

$ 59,000,908 1,666,160 14,252,860 74,919,928
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ENDICOTT COLLEGE
Notes to Financial Statements
June 30, 2017 and 2016

(10) Temporarily Restricted Net Assets
Temporarily restricted net assets consist of the following at June 30:

2017 2016
Gifts restricted as to purpose:
Athletics $ 195,961 —
Life Science and Business Center 150,000 —
Scholarships 87,344 177,053
Lab equipment 20,355 115,255
Keys to Degrees program and replication project 17,771 37,661
Other purposes 166,657 312,618
Total gifts restricted as to purpose 638,088 642,587
Long-term investment gains and unspent long-term investment
income:
Handicapped programs 298,609 295,611
Faculty support and scholarship 58,598 43,721
Scholarships 609,177 226,404
Total long-term investment gains 966,384 565,736
Time restrictions:
Life Science and Business Center 115,606 184,672
Arena and recreational facility 380,595 557,668
General purposes 368,677 165,894
Total time restrictions 864,878 908,234
$ 2,469,350 2,116,557

Unspent long-term investment gains are classified as temporarily restricted until the College appropriates
and spends such sums in accordance with the terms of the underlying endowment funds, at which time

they will be reclassified as unrestricted revenues.
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