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WESTERN NEW ENGLAND UNIVERSITY
Notes to Financial Statements
June 30, 2021 and 2020
(Dollars in thousands)

(4) 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:

The University has $28,484 and $23,354 in funds designated by the Board of Trustees 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, 2021 and 2020, 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. The approved change increased the spending rate on the general-purpose portion of the endowment
fund to 10% for fiscal years 2021 and 2022, which is included in the endowment appropriation above. The
University has $5,668 and $4,785 within cash and cash equivalents that is subject to donor restrictions as
of June 30, 2021 and 2020, 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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(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, 2021 and 2020, 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 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:

e 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.

e 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.

e 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, 2021:

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 $ 218 — — — 218
Fixed income securities — bonds 7,297 — — — 7,297
Equityinvestments — stocks 52,574 — — — 52,574
Equity investments — long/short — — — 9,746 9,746
Hedge — — — 14,722 14,722
Real assets 6,237 — — — 6,237
Total long-term
investments 66,326 — — 24,468 90,794
Other assets:
Investments held in trust by others — — 901 — 901
$ 66,326 — 901 24,468 91,695
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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.

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 $3,778 and $2,723 for the years ended June 30, 2021 and 2020, respectively.
Total spending from the University’s net asset funds, including those not endowed, for the years ended
June 30, 2021 and 2020, was as follows:

2020
Without donor With donor
restrictions restrictions Total
Spending from endowment $ 1,252 1,471 2,723
Other spending 28 — 28
$ 1,280 1,471 2,751

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
2021 2020 useful lives
Land $ 4,526 4,526 —
Buildings 215,635 214,868 30-60 Years
Improvements 13,655 13,574 10-20 Years
Equipment 61,517 59,184 3-10 Years
Construction in progress 965 170 —
296,298 292,322
Less accumulated depreciation (151,642) (143,600)
$ 144,656 148,722

Depreciation expense amounted to $8,300 in 2021 and $8,673 in 2020.

(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 $901
and $736 as of June 30, 2021 and 2020, respectively. The income from these investments is restricted for

scholarships.
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(14) Net Assets

Net assets as of June 30 consisted of the following:

Undesignated

Plant

Loan

Other

Facilities

Academic support

Student support

Life insurance and charitable remainder trust

Scholarships and awards

Endowment net assets:
Scholarships and awards
Faculty development
Other

Total

21

Without donor

restrictions

With donor

restrictions

19,472 —
47,955 —
1,216 —
— 574

— 3,006
1,765 —
606 2,059

— 1,537

— 752
28,484 41,115
— 294

— 1,440
99,498 50,777
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