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WESTERN NEW ENGLAND UNIVERSITY
Statement of Cash Flows

Year ended June 30, 2020
(with comparative totals for the year ended June 30, 2019)

(Dollars in thousands)

2020 2019
Cash flows from operating activities:
Change in net assets $ (2,173) 2,711
Adjustments to reconcile change in net assets to net cash provided by
operating activities:
Depreciation and amortization 8,415 8,318
Realized loss on sale of equipment 2 —
Net unrealized and realized loss (gain) on long-term investments 554 (2,714)
Contributions restricted for long-term investment (4,405) (3,191)
Change in:
Investments held in trust by others 10 86
Accounts and pledges receivable 939 2,135
Prepaid expenses and other assets 811 (439)
Loans receivable 736 795
Accounts payable and accrued expenses 1,385 1,834
Deposits, deferred revenue and other liabilities 511 (1,714)
Government grants refundable (400) —
Net cash provided by operating activities 6,385 7,821
Cash flows from investing activities:
Purchases of plant and equipment (3,733) (5,018)
Proceeds from maturity and sale of long-term investments 5,172 13,646
Purchases of long-term investments (6,155) (10,832)
Net cash used in investing activities (4,716) (2,204)
Cash flows from financing activities:
Contributions restricted for long-term investment 4,405 3,191
Change in deposits under bond indenture 450 7,658
Payments on capital leases (153) (192)
Payments of long-term debt (915) (874)
Net cash provided by financing activities 3,787 9,783
Net increase in cash and cash equivalents 5,456 15,400
Cash and cash equivalents at beginning of year 18,156 2,756
Cash and cash equivalents at end of year $ 23,612 18,156
Supplemental data:
Interest paid $ 4,489 3,695
Noncash investing and financing activities:
Fixed assets purchased through a capital lease acquisition — 137

Plant and equipment purchases included in accounts payable 60

See accompanying notes to financial statements.



WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

(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
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3)

(4)

WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

(m) Reclassifications
Certain reclassifications have been made to 2019 information to conform to the 2020 presentation.

Recent Accounting Pronouncements

Accounting Standards Update (ASU) 2016-18, Restricted Cash, issued by the Financial Accounting
Standards Board (FASB) in November 2016, makes changes to Topic 320, Statement of Cash Flows, by
providing specific guidance on the cash flow classification and presentation of changes in restricted cash
and cash equivalents on the statement of cash flows. This ASU became effective for the University for the
year ended June 30, 2020, and the University § adoption did not have a material effect on the University §
financial statements.

Liquidity
The 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 as of June 30 were as follows:

2020 2019
Financial assets:

Cash $ 17,917 13,604
Accounts and loans receivable, net 2,118 2,425
Pledge payments available for operations 180 142
Long-term investments available for operations 11,125 10,036
Subsequent year endowment appropriation 3,918 2,751
Other unrestricted invested funds 266 247

Total financial assets available within one year $ 35,524 29,205

The University has $23,354 and $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 as of June 30, 2020 and 2019, respectively. The Board of Trustees approved a change
to the investment policy, in light of the financial challenges posed by the COVID-19 pandemic, to allow a
temporary increase to the spending distribution rate, to be approved on an annual basis. On September 29,
2020 the Board of Trustees approved a change in the spending rate on the general purpose portion of the
endowment to be increased to 10% for the fiscal year 2021. The additional spending is included in the 2020
subsequent year endowment appropriation. The University has $4,785 and $3,460 within cash and cash
equivalents that is subject to donor restrictions as of June 30, 2020 and 2019, respectively. Funds subject
to donor restrictions are an available resource provided those restrictions are met by actions of the
University or the passage of time. An additional liquidity resource includes a line of credit for $7,500, with a
maturity date of March 22, 2022.
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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

(5) Accounts and Pledges Receivable
Amounts receivable consist of the following at June 30:

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

2020 2019
Less than one year $ 1,136 862
One to five years 1,671 2,806
$ 2,807 3,668

Pledges are discounted at rates ranging between 0.16% and 2.25%.

Fundraising expenses for the years ended June 30, 2020 and 2019 totaling $911 and $1,081, 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:

2020 2019
Student loans $ 3,804 4,688
Less allowance for doubtful accounts (662) (810)
Total loans receivable, net $ 3,142 3,878
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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

(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, 2020 and 2019, the carrying values of the University § 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 waluation 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.

e Level 2 xvaluation 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 tvaluation 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, 2020:

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 $ 341 2 2 2 341
JLIHG LQFRPH VHFXULWLHW2ZIERQGV 2 2 2 7,279
(TXLWN\LQYHVWPHQWYV + VIYRIDNV 2 2 2 36,730
(TXLWN\LQYHVWPHQWY + ORQ3 VKRUW 2 2 7,089 7,089
Hedge 2 2 2 11,530 11,530
Real assets 4,769 2 2 2 4769
Total long term
investments 49,119 2 2 18,619 67,738
Other assets:

Investments held in trust by others 2 2 736 2 736
$ 49,119 2 736 18,619 68,474
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(b)

(c)

(d)

WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

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 $285 and $30 as of June 30, 2020 and 2019,
respectively. Future market gains will be used to restore this reduction in net assets.

Return Objectives and Risk Parameters

The University § 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 §
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 § assets are allocated among seven
asset classes, compared against several benchmarks and are reviewed annually.

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 § 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.
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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

(11) Leases

The University has noncancelable leases principally for equipment, which are accounted for as operating
leases. Rent expense under these leases was $213 for fiscal year 2020 and $283 for fiscal year 2019. The
approximate future minimum rental commitments under operating lease agreements are as follows:

Year ending June 30:

2021 $ 141
2022 94
2023 50
2024 19

Total $ 304

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, 2020.
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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

(12) Bonds and Capital Leases Payable
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WESTERN NEW ENGLAND UNIVERSITY

(with comparative totals for June 30, 2019)

Notes to Financial Statements
June 30, 2020

(Dollars in thousands)

(15) Net Assets

Net assets as of June 30 consisted of the following:

Undesignated
Plant

Loan

Other

Facilities
Academic support
Student support

Life insurance, charitable remainder trust
Annual scholarships and awards

Unspent endowment allocation

2019
Without donor With donor
restrictions restrictions
$ 5,824 2
53,952 2
2,337 2
2 100
2 2,893
1,576 2
415 2,020
2 1,280
2 610
98 351
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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

2019
Without donor With donor
restrictions restrictions
Endowment funds:
Scholarships and awards $ 24,560 31,997
Faculty development 2 151
Other 2 1,160
Total $ 88,762 40,562
(16) Net Assets Released from Restrictions
Net assets were released as follows for the years ended June 30:
2020 2019
With donor restrictions satisfied:
Student aid $ 1,598 1,429
Instruction and research 59 50
Other institutional activties 20 22
Total $ 1,677 1,501

(17) Functional Expenses

The statements of activities present expenses by functional classification. The University also summarizes
its expenses by natural classification. The University § 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.
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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements

June 30, 2020
(with comparative totals for June 30, 2019)

(Dollars in thousands)

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, 2020 and 2019 are as
follows:

(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
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