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Independent Auditors’ Report

The Board of Trustees
Endicott College:

We have audited the accompanying financial statements of Endicott College, which comprise the statement of
financial position as of June 30, 2019, 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 Endicott College 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.

Emphasis of Matter

As discussed in Note 2(k) to the financial statements, during the year ended June 30, 2019, Endicott College
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. Our opinion
is not modified with respect to this matter.



KPMG

Report on Summarized Comparative Information

We have previously audited the College’s 2018 financial statements, and we expressed an unmodified opinion
on those audited financial statements in our report dated October 18, 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 adopted ASU 2016-14. As part of our audit of the 2019 financial statements, we also audited the adjustments
described in Note 2(k) that were applied to adopt ASU 2016-14 retrospectively in the 2018 financial statements.
In our opinion, all adjustments are appropriate and have been properly applied.

October 24, 2019
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ENDICOTT COLLEGE
Notes to Financial Statements

June 30, 2019
(with comparative information for June 30, 2018)

Background and History

Endicott College (Endicott or the College) is located on a 235-acre oceanfront campus in Beverly,
Massachusetts, 30 miles north of the City of Boston. Founded in 1939, Endicott is a private coeducational,
not-for-profit, nonsectarian institution of higher education. In 1944, the College was approved by the
Commonwealth of Massachusetts to grant Associate in Arts and Associate in Science degrees and in 1952
received accreditation from the New England Association of Schools and Colleges. Founded as a two-year
institution “to educate women for greater independence and an enhanced position in the workplace,”
Endicott became a two-plus-two year institution in 1988 and became a four-year coeducational institution in
1994. Today, all undergraduate College day program students are Bachelor degree applicants. Master’'s
level programs were offered beginning in 1996. Doctoral programs were offered beginning in 2012.

Endicott College seeks to provide an education built upon a combination of theory and practice, which is
tested through internships and work experience. The College supports two major educational components:
the Undergraduate College and the Van Loan School of Graduate and Professional Studies.

The Undergraduate College offers Bachelor of Fine Arts, Bachelor of Arts, and Bachelor of Science
degrees. Undergraduate enrollment as of fall 2018 was approximately 2,834 students. Approximately 92%
of the full-time traditional undergraduate students live on campus.

The Van Loan School of Graduate and professional Studies grants Associate in Arts, Associate in Science,
Bachelor of Arts, Bachelor of Science, Master of Arts, Master of Education, Master of Fine Arts, Master of
Science, Master of Business administration, Doctor of Education and Doctor of Philosophy degrees.
Enrollment in the Van Loan School, including programs in Beverly, Boston and other sites in
Massachusetts, Madrid, Spain, Leysin, Switzerland, Prague and Czech Republic was 2,278 students in fall
2018. In addition to degree programs, professional development programs and consulting are offered
through the Van Loan School.

Summary of Significant Accounting Policies

(a) Basis of Statement Presentation

The accompanying financial statements, which are presented on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles, have been prepared to focus on the
College as a whole and to present balances and transactions according to the existence or absence of
donor-imposed restrictions.
(b) Classification of Net Assets
Net assets and revenues, gains, and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets and changes therein are classified as follows:
With donor restrictions — Net assets subject to donor-imposed stipulations that may or will be met
by actions of the College, the passage of time, or be maintained in perpetuity.

Without donor restrictions — Net assets not subject to donor-imposed stipulations.
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ENDICOTT COLLEGE
Notes to Financial Statements

June 30, 2019
(with comparative information for June 30, 2018)

(c) Commitments

Private equity and venture capital investments are generally made through limited partnerships. Under
the terms of such agreements, the College may be required to provide additional funding when capital
or liquidity calls are made by fund managers. These partnerships have a limited existence, and they
may provide for annual extensions for the purpose of disposing portfolio positions and returning capital
to investors. However, depending on market conditions, the inability to execute the fund’s strategy, or
other factors, a manager may extend the terms of a fund beyond its originally anticipated existence or
may wind the fund down prematurely. The College cannot anticipate such changes because they
generally arise from unforeseeable events, but should they occur they could reduce liquidity or
originally anticipated investment returns. Accordingly, the timing and amount of future capital or liquidity
calls in any particular future year are uncertain.

Certain hedge funds of funds contain “rolling” lock-up provisions. Under such provisions, tranches of
the investment are available for redemption at calendar year-end once every two or three years, if the
College makes a redemption request prior to the next available withdrawal date in accordance with the
notification terms of the agreement.

(7) Endowment

The College’s endowment consists of 123 individual funds established for a variety of purposes including
both donor-restricted endowment funds and funds designated by the Board of Trustees to function as
endowments. 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 Massachusetts Uniform Prudent Management of Institutional Funds Act (UPMIFA) permits the
Board of Trustees to exercise its discretion in determining the appropriate level of expenditure from a
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. In accordance with appropriate accounting standards, the College classifies as the
amounts to be held in perpetuity as (a) the original value of gifts donated to the endowment, (b) the
original value of subsequent gifts to the endowment, and (c) accumulations to the endowment made in
accordance with the direction of the applicable donor gift instrument at the time the accumulation is
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ENDICOTT COLLEGE
Notes to Financial Statements

June 30, 2019
(with comparative information for June 30, 2018)

added to the fund. The remaining portion of the donor-restricted endowment fund consists of
accumulated investment income on the gift, until appropriated for spending by the Board of Trustees.

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 that are reported as
underwater funds or reductions in net assets with donor restrictions and totaled $588 and $2,345 as of
June 30, 2019 and 2018, respectively. These deficiencies resulted from unfavorable market
fluctuations that occurred after the investment of the contributions with donor restrictions.

Endowment funds consist of the following as of June 30, 2019:

Endowment funds consist of the following as of June 30, 2018:

With donor restrictions

Without donor Accumulated
restrictions Original gift gains (losses) Total

Board-designated $ 79,344,872 — — 79,344,872
Donor-restricted:

Underwater — 457,737 (2,345) 455,392

Other — 7,672,421 1,249,168 8,921,589

Total endowment
funds $ 79,344,872 8,130,158 1,246,823 88,721,853
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Changes in endowment funds for the year ended June 30, 2019 are as follows:

Changes in endowment funds for the year ended June 30, 2018 are as follows:

(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 that are reported as
reductions in unrestricted net assets totaled $0 and $2,345, respectively, as of June 30, 2019 and
2018. These deficiencies resulted from unfavorable market fluctuations that occurred after the
investment of new contributions with donor restrictions.
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(c) Return Objectives and Risk Parameters

The College has adopted investment and spending policies for endowment assets that are intended to
ensure a total return (yield plus capital appreciation) necessary to at least preserve, but expected to
enhance (in real dollar terms) endowment assets. Endowment assets include those assets of
donor-restricted funds that the organizations must hold in perpetuity or for a donor-specified period of
time as well as board-designated funds. At June 30, 2019, Board-designated funds are net assets
without donor restrictions and account for approximately 88.8% of the total endowment.

To satisfy its long-term rate of return objectives, the College 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 College targets a diversified asset allocation that places emphasis
on investments in equities, fixed income and alternative investments in a 55-20-25% ratio to achieve its
long-term return objectives within prudent risk constraints.

(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 $308,901 and $271,259 was appropriated
in 2019 and 2018, respectively. The amount appropriated for spending in 2019 and 2018 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.

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

Depreciation expense charged to operations amounted to $8,402,018 and $8,006,386 in 2019 and 2018,
respectively.
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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 was $596,866 and $898,466 as of June 30, 2019 and 2018,
respectively.

On July 14, 2017 the College entered into a Lease Line of Credit with Allstate Capital in the amount
of $29,735 for new athletic equipment. The amount outstanding on the lease line of credit as of
June 30, 2019 and 2018 was $10,406 and $20,139, respectively.

On August 1, 2018 the College entered into a Lease Line of Credit with Trimarc Financing
Solutions in the amount of $38,966 for new athletic equipment. The amount outstanding on the
lease line of credit as of June 30, 2019 was $26,487.

On an annual basis the College is required to meet various financial covenants.

The scheduled principal payments for all debt are as follows:

Bonds Leases Term loans Total
Year ending June 30:

2020 $ 2,058,261 510,950 1,294,502 3,863,713
2021 2,497,086 248,995 1,329,928 4,076,009
2022 2,839,968 — 1,361,025 4,200,993
2023 2,925,324 — 961,364 3,886,688
2024 3,013,344 — 6,823,542 9,836,886
2025 and thereatfter 68,695,585 — — 68,695,585

$ 82,029,568 759,945 11,770,361 94,559,874

Scheduled principal payments for all debt include unamortized issuance costs of $892,933 and
$924,338 as of June 30, 2019 and 2018, respectively.

(11) Net Assets with Donor Restrictions
Net assets with donor restrictions consist of the following as of June 30:

2019 2018

Donor restricted endowments:
Scholarship and fellowships $ 9,269,945 7,746,269
Endowed chairs 512,915 402,424
Other programming 940,000 1,228,288
Pledges receivable 2,159,093 2,344,263
Purpose restricted and other 1,538,759 1,259,822
Total with donor restrictions $ 14,420,712 12,981,066
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The following presents expenses by natural and functional classification as of June 30, 2019 and 2018:

2019
Other Conference
Academic Student Auxiliary and Education  Institutional
Instruction Support Services Services Services Support Total
Salaries and employee benefits $ 28,410,507 10,271,112 8,763,290 4,304,014 1,318,134 9,338,867 62,405,924
Supplies and service contracts 2,472,775 848,217 1,924,105 8,592,648 5,991,383 3,448,245 23,277,373
Depreciation and amortization 2,186,568 266,487 954,059 3,917,889 775,547 354,470 8,455,020
Occupancy 985,175 120,004 429,728 1,765,391 349,345 160,004 3,809,647
Interest 666,421 81,220 290,777 1,194,092 236,371 108,035 2,576,916
Other operating expenses 1,483,982 1,024,884 2,821,339 1,003,255 345,760 2,762,015 9,441,235
$ 36,205,428 12,611,924 15,183,298 20,777,289 9,016,540 16,171,636 109,966,115
2018
Other Conference
Academic Student Auxiliary and Education Institutional
Instruction Support Services Services Services Support Total
Salaries and employee benefits $ 26,410,744 10,072,082 8,831,819 4,087,485 1,201,459 9,313,690 59,917,279
Supplies and service contracts 1,936,252 881,589 2,053,397 8,401,663 5,473,578 3,239,885 21,986,364
Depreciation and amortization 1,876,517 299,581 1,059,242 3,769,493 693,827 435,383 8,134,043
Occupancy 798,392 127,355 450,588 1,603,705 295,547 185,149 3,460,736
Interest 621,160 99,166 350,628 1,247,766 229,668 144,119 2,692,507
Other operating expenses 1,568,139 1,420,242 2,696,551 1,031,482 321,292 2,142,687 9,180,393
$ 33,211,204 12,900,015 15,442,225 20,141,594 8,215,371 15,460,913 105,371,322

Related Parties

Members of the College’s Board of Trustees and senior management may, from time to time, be
associated, either directly or indirectly, with companies doing business with the College. The College’s
conflict of interest policy requires, among other things, that no member of the Board of Trustees or its
committees can participate in any decision in which he or she (or an immediate family member) has a
material financial interest. For members of the Board of Trustees and senior management, the College
requires an annual disclosure of significant financial interests in, or employment or consulting relationships
with, entities doing business with the College. When such relationships exist, measures are taken to
address the actual or perceived conflict to protect the best interests of the College and ensure compliance
with relevant conflict of interest laws or policy. The College has determined that for the fiscal year ended
June 30, 2019, no significant relationships existed.

Disclosure about Legal Claims

The College is subject to certain legal proceedings and claims that arose in the ordinary course of
conducting its activities. Management has determined, after consultation with legal counsel, that the
College has defensible positions and that any ultimate liabilities not covered by insurance will not materially
affect the College’s financial position.
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(18) Subsequent Events

The College has evaluated subsequent events for potential recognition or disclosure through October 24,
2019 the date on which the financial statements were issued, and determined that no events occurred that

warrant disclosure.
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