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Finance and Administration Office
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To:

The Board of Trustees

From:

Nathan Peters
Vice President for Finance and Administration

Date:

October 18, 2017

Subject:

FY 2016/17 Annual Financial Report

It is my pleasure to present the Wesleyan University Annual Financial Report. The Financial
Report is the means through which the University presents its financial condition to the
Wesleyan community, trustees, to donors and friends of the University and to external
constituencies.
2016‐2017 Year in Review
Wesleyan’s FY 2016/17 operating revenue exceeded expenditures by $9 million. Total
operating revenue and support for FY 2016/17 was $221 million, an increase of 9% from FY
2015/16. Operating expenses were $212 million representing a 5% increase from FY 2015/16.
During the fiscal year ended June 30, 2017, Wesleyan University's net assets increased by
$131 million (14%) to over $1 billion for the first time in its history. A strong endowment
performance, combined with a record year of cash gifts received were the major factors.
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Operations
Revenue
Almost 70% of Wesleyan’s total operating revenue comes from student fees (tuition, room, and
board). Net of student financial aid, this revenue totaled $148 million, an increase of 6.4% from
FY 2016/17. While the tuition rate increased by 3.3%, the remaining boost is attributed to a
rebound in enrollment from lower than anticipated levels in the prior year. Financial aid
totaling $56 million increased by 2.2% resulting in an undergraduate tuition discount rate of
33%, similar to FY 2015/16.
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The second most significant source of operating revenue is endowment support. This support is
determined in accordance with an endowment spending policy approved by the Board of
Trustees that is based on the prior year’s spending plus inflation and an endowment market
factor (better known as the Tobin Rule). Endowment support increased by $2.4 million (7%)
from $34.2 million in FY 2015/16 to $36.6 million in FY 2016/17 resulting in an effective
endowment spending rate of 4.6%. The endowment provides Wesleyan with resources that
support a wide variety of programs across the University, ranging from general operations, to
scholarships and professorships.
The remaining increase in revenues is driven by strong operating contributions, an increase in
government and foundation grants and an increase in other revenues, which includes over $2
million of insurance proceeds to cover the cost of damage from a severe storm that hit
Middletown in August 2016.
Expenditures
Overall expenses increased 5% to $212 million. Over half of Wesleyan’s operating budget is
spent on its central academic mission of instruction and research ($113 million). In addition,
Wesleyan spends proportionately more on academic priorities and less on support activities
than peer institutions.
The increase in expenses is related to the corresponding increase in revenue as additional
government and foundation grants has led to increased research spending and the University
incurred significant costs related to the storm cleanup, the majority of which were covered by
insurance proceeds. FY 2016/17 also incurred a full year of interest expense on the $250
million Century Bond issued in May 2016.
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Financial Assets to Support the University
Wesleyan’s assets totaled over $1.4 billion, reflecting conservative spending policies for
operations, successful fundraising, and strong endowment returns over time. As detailed in
Footnote 5, Wesleyan’s endowment ended the fiscal year at $967 million. The $165 million
increase from the prior year value of $802 million is a net result of gifts, spending and returns.
Assets
Assets increased 11% to remain over $1 billion. Long‐term investments increased by $175
million due to transfers from short‐term investments, strong endowment returns and a record
year of cash gifts into the endowment. University investments hold solid liquidity as evidenced
in Footnote 4. Including cash and short‐term investments, 25% of the University’s investments
have daily redemption terms.
Liabilities
Liabilities increased by $5 million to $355 million primarily due to liabilities associated with
investments as described in Footnote 2. This was partially offset by a decrease in the post
retirement benefit obligation and federal student loan advances. In FY 2016/17 the University
returned excess liquid capital in the Perkins fund to the federal government, consistent with the
anticipated expiration of the Perkins program.
Wesleyan Fundraising
In FY 2016/17, alumni, parents, and friends gave a record $65 million in cash to Wesleyan
University, an increase of $24 million. The cash total includes pledge payments, as well as the
distribution of $22 million from the estate of a single donor. 36% of alumni donated funds
reflecting a firm financial commitment to Wesleyan from our donors.
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Conclusion
While Wesleyan remains financially healthy today, it continues to move aggressively to ensure
economic sustainability in the future. As it does so, it will continue to exercise a disciplined
budget process in a manner that protects the teaching, research, and the student experience.
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Financial Results
Year Ended June 30, 2017

WESLEYAN UNIVERSITY
Statement of Financial Position
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)

2017
ASSETS
Cash and cash equivalents
Short-term investments
Receivables, net, and other assets
Pledges receivable, net
Long-term investments
Investment in plant, net
Total assets

$

14,308
52,527
12,694
23,052
973,577
326,691
$ 1,402,849

LIABILITIES
Accounts payable and accrued expenses
Liabilities associated with investments
Student deposits and deferred revenues
Split-interest obligations
Postretirement benefit obligation
Long-term debt
Asset retirement obligation
Federal student loan advances
Total liabilities

$

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets
See accompanying notes to financial statements.
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2016
13,137
98,097
13,114
31,545
798,418
313,625
1,267,936

18,032
4,131
2,824
9,866
21,429
281,330
12,713
4,783
355,108

15,374
2,939
9,608
22,583
282,032
13,071
5,331
350,938

348,858
359,117
339,766
1,047,741
$ 1,402,849

301,496
311,203
304,299
916,998
1,267,936

WESLEYAN UNIVERSITY
Statement of Activities
Year ended June 30, 2017
(with summarized comparative financial information for the year ended June 30, 2016)
(in thousands of dollars)
2017
Unrestricted
OPERATING ACTIVITIES:
REVENUES AND OTHER SUPPORT
Tuition
Room and board
Less scholarships and other aid
Net student charges
Contributions
Government and foundation grants
Other revenues
Nonoperating net assets used in operations:
Endowment return used in operations
Restricted and designated net assets used in operations

$

Total revenues and other support
EXPENSES
Instruction
Research
Libraries
Student services
Institutional support
Auxiliary activities
Total expenses
Changes in net assets from operating activities
NON-OPERATING ACTIVITIES:
Contributions
Net investment return
Nonoperating net assets used in operations
Other changes
Loss on extinguishment of debt, net
Change in value of split-interest agreements
Postretirement benefit obligation changes
Net assets released from restrictions
Total non-operating activities
Change in net assets
Net assets at beginning of year
Net assets at end of year

$

See accompanying notes to financial statements.
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Temporarily
restricted

Permanently
restricted

Total

Total 2016

159,842
43,961
(56,278)
147,525
11,558
9,569
11,811

-

-

159,842
43,961
(56,278)
147,525
11,558
9,569
11,811

152,211
41,545
(55,044)
138,712
10,675
8,693
7,015

36,558
4,212

-

-

36,558
4,212

34,169
3,765

221,233

-

-

221,233

203,029

103,791
9,341
11,175
12,878
26,946
47,381
211,512
9,721

-

-

103,791
9,341
11,175
12,878
26,946
47,381
211,512
9,721

100,905
8,350
10,716
12,191
26,303
43,256
201,721
1,308

6,686
39,504
(40,770)
319
1,154
30,748
37,641

1,587
77,885
(405)
(405)
(30,748)
47,914

34,328
1,592
86
(539)
35,467

42,601
118,981
(40,770)
(944)
1,154
121,022

35,955
(29,491)
(37,934)
(20,937)
(2,322)
(2,560)
(57,289)

47,362

47,914

35,467

130,743

(55,981)

301,496

311,203

304,299

916,998

972,979

348,858

359,117

339,766

1,047,741

916,998

WESLEYAN UNIVERSITY
Statement of Cash Flows
Year ended June 30, 2017
(with comparative financial information for the year ended June 30, 2016)
(in thousands of dollars)
2017
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets
to cash used for operating activities:
Depreciation
Amortization of bond premium and cost of issuance
Loss on extinguishment of debt, net
Net (gains) losses from investments and trusts
Gifts received for long‐term investment
Gifts of property received for investment
Postretirement benefit obligation change
Changes in assets and liabilities that provide (use) cash:
Accounts receivable, net
Pledges receivable, net
Prepaid and other assets
Accounts payable
Student deposits and deferred revenue
Change in valuation of split‐interest obligations
Asset retirement obligation
Net cash used in operating activities

$

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment
Change in deposit with brokers for short sales
Purchases of securities sold short
Purchases of long‐term investments
Sales of long‐term investments
Purchases of short‐term investments
Sales of short‐term investments
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Gifts received for long‐term investment
Payments to beneficiaries of split‐interest agreements
Issuance of short‐term debt
Repayments of short‐term debt
Issuance of long‐term debt
Repayments of long‐term debt
Advance refunding of debt
Costs of debt issuance
Federal student loan advances
Net cash provided by financing activities
Net change in cash and cash equivalents

2016

130,743

$

10,261
25
‐
(120,538)
(40,984)
(13,009)
(1,154)

10,703
(984)
20,937
28,163
(21,607)
‐
2,560

793
8,493
(373)
1,025
(115)
1,150
(358)
(24,041)

675
(9,535)
(1,028)
1,827
469
2,223
(197)
(21,775)

(21,778)
4,131
3,983
(245,353)
198,036
(106,432)
153,808
(13,605)

(15,820)
(2,016)
(1,863)
(147,672)
156,597
(97,048)
63,480
(44,342)

40,984
(892)
10,000
(10,000)
‐
(727)
‐
‐
(548)
38,817

21,607
(917)

262,920
(13,563)
(199,368)
(2,470)
‐
68,209

1,171

Cash and cash equivalents at beginning of year

(55,981)

2,092

13,137

11,045

Cash and cash equivalents at end of year

$

14,308

$

13,137

Other cash flow information:
Cash paid for interest
Change in accounts payable related to property and equipment

$
$

16,105
1,632

$
$

8,717
(1,579)

See accompanying notes to financial statements.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
(1)

Organization
Wesleyan University, (the University), founded in 1831, is a private residential not-for-profit
institution of higher learning. The University is co-educational and has approximately 3,000
students situated on a 280-acre campus, located in Middletown, Connecticut. It offers
Bachelors of Arts in 45 fields, plus Masters and PhDs in selected disciplines. The University
is accredited by the New England Association of Schools and Colleges.

(2)

Summary of Significant Accounting Policies
The significant accounting policies followed by the University are described below:
(a) Basis of Reporting
The financial statements of the University have been prepared on the accrual basis in
accordance with U.S. generally accepted accounting principles (GAAP). The University
applies the Financial Accounting Standards Board’s (FASB’s) Accounting Standards
Codification (ASC), which is the single source of authoritative GAAP.
The financial statements include 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 GAAP. Accordingly, such information should be read in
conjunction with the University’s financial statements for the year ended June 30, 2016,
from which the summarized comparative financial information was derived.
(b) Net Asset Categories
The financial statements report on the University as a whole and present transactions based
upon the existence or absence of donor-imposed restrictions in the following net asset
categories:
Permanently Restricted Net Assets: Gifts that a donor restricts to be held in perpetuity.
These funds represent primarily the original gift value of donor-restricted endowment
funds and also include pledges to endowment. Generally, the donors of these assets
permit the University to use all or part of the investment return on these assets.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
Temporarily Restricted Net Assets: Gifts subject to donor-imposed restrictions that will
be met by actions of the University and/or the passage of time. This includes unspent
return on donor-restricted endowment funds, restricted gifts for current operations and
gifts for plant projects, life income and other deferred gifts, and pledges for purposes
other than endowment.
Unrestricted Net Assets: All other net assets not subject to donor-imposed restrictions,
which the University may use at its discretion. Certain net assets classified as unrestricted
are internally designated for specified use. Federal grants are generally considered to
have significant conditions when awarded, and consequently, increase unrestricted
revenue as they are expended.
(c) Expiration of Donor-Imposed Restrictions
All gifts are considered available for unrestricted use unless specifically restricted by the
donor. Amounts that are restricted by the donor as to time or for specific purposes are
reported as temporarily restricted or permanently restricted. When a qualifying expenditure
occurs or a time restriction expires, temporarily restricted net assets are reduced and
unrestricted net assets are correspondingly increased as net assets released from
restrictions in the statement of activities. Accumulated gains in the endowment are
released from restriction when appropriated by the Board and spent according to the
University’s Endowment Spending Policy (see note 5).
(d) Statement of Activities
The statement of activities reports changes in net assets from operating and non-operating
activities. Operating revenues consist of those items attributable to the University's
undergraduate and graduate education programs and research conducted by the academic
departments, as well as all contributions other than those restricted for long-term
investment.
Non-operating activities include investment return on long-term investments, contributions
received other than for current operations, postretirement benefit obligation adjustments
other than net periodic benefit cost, changes in value of split-interest agreements, as well
as certain items not related to the University’s ongoing academic or research activities. To
the extent non-operating contributions, investment income and gains are used for
operations, they are reclassified as non-operating assets used in operations.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
Tuition revenues are reported net of the discount attributable to reductions in amounts
charged to students, whether as unrestricted University financial aid or reductions from
endowment funds or certain government grants awarded to students by the University.
Contributions, including unconditional promises to give, are recognized in the period
received. Contributions of assets other than cash are reported at their estimated fair value.
Contributions to be received after one year are discounted at the appropriate rate
commensurate with the risks involved. Amortization of the discount is recorded as
additional contribution revenue. Conditional promises to give are not recognized until they
become unconditional, that is, when the conditions on which they depend are substantially
met. Contributions of cash or other assets that must be used to acquire long-lived assets
are reported as increases in temporarily restricted net assets until the assets are acquired
and placed in service.
Operating expenses associated with the operation and maintenance of University plant
assets, as well as interest and depreciation expense, are allocated on the basis of square
footage utilized by the functional categories.
(e) Cash Equivalents and Short-Term Investments
Cash equivalents include only short-term, highly liquid working capital investments (those
with original maturities three months or less). Short-term investments include amounts
invested in short-term, liquid assets selected to provide optimum return for the University’s
ongoing operations.
(f) Receivables
The University extends credit to students in the form of accounts receivable and loans for
educational purposes. At June 30, 2017 and 2016, student accounts receivable were $1,470
and $1,330, net of an allowance for doubtful accounts of $434. Student loans receivable at
June 30, 2017 and 2016 were $6,888 and $7,820, respectively, net of an allowance for
doubtful accounts of $1,125.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
(g) Fair Value Measurements
Investments are reported at fair value. Fair value generally 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. If an investment is
held directly by the University and an active market with quoted prices exists, the University
reports the fair value as the quoted price of an identical security.
The University also holds alternative investments such as private equity, venture capital,
hedge funds, and real asset strategies. Such alternative investments, generally held through
funds, may hold securities or other financial instruments for which an active market exists
and are priced accordingly. In addition, such funds may hold assets which require the
estimation of fair values in the absence of readily determinable market values. Such
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.
The University generally applies the provisions of ASC 820-35-58, Investments in Certain
Entities that Calculate Net Asset Value (NAV) Per Share (or Equivalent), with respect to
investments in non-registered and alternative funds. This guidance allows for the
estimation of the fair value of such investments using NAV per share or its equivalent
reported by the fund managers as a practical expedient.
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. The nature of certain
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 funds.
Although certain investments may be sold in secondary market transactions, 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 its interest in a fund in the
secondary market, the sale could occur at an amount materially different than the reported
value.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)

As of June 30, 2017 and 2016, the University had no specific plans or intentions to sell
investments at amounts different than NAV.
The GAAP fair value hierarchy prioritizes observable and unobservable inputs used to
measure fair value into three levels:
• Level 1 – quoted prices (unadjusted) in active markets that are accessible at the
measurement date for assets or liabilities;
• Level 2 – observable prices that are based on inputs not quoted in active markets,
but corroborated by market data; and
• Level 3 – unobservable inputs are used when little or no market data is available.
In determining fair value, the University utilizes valuation techniques that maximize the use
of observable inputs and minimize the use of unobservable inputs to the extent possible.
The University classifies its assets and liabilities in the hierarchy based on these inputs.
Investments in funds measured at NAV as a practical expedient are not categorized within
the fair value hierarchy.
(h) Investment in Plant
Investment in plant is stated at cost at the date of acquisition or estimated fair value at the
date of donation in the case of gifts. Depreciation is calculated on a straight-line basis using
useful lives of 50 years for buildings, 25 years for building improvements, 10 years for
equipment and 7 years for computer hardware and software.
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, in accordance with ASC
410, Asset Retirement and Environmental Obligations, if a reasonable estimate of the fair
value of the obligation can be made. When the liability is initially recorded, the cost of the
asset retirement obligation is capitalized 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. Any difference between the cost to actually settle the asset retirement
obligation and the liability recorded is recognized as an operating gain or loss in the
statement of activities.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
(i) Liabilities Associated with Investments
The University may, from time to time, incur liabilities associated with its investment
portfolio as a result of securities sold short or other transactions. In order to terminate a
short position, the University must acquire and deliver to the lender a security identical to
the one it borrowed and sold short, and a gain or loss is recognized for the difference
between the short sale proceeds and the cost of the identical security acquired. Liabilities
reported on the statement of financial position at June 30, 2017 represent the fair value of
the identical securities that must be acquired to settle the obligation to the lender. The
liabilities would be classified as Level 1 in the fair value hierarchy given that they are
measured based on marketable securities.
(j) Income Taxes
The University is generally exempt from income taxes under Internal Revenue Code, Section
501(a), as an organization described in Section 501(c)(3). The University assesses uncertain
tax positions and determined that there were no such positions that have a material effect
on the financial statements.
(k) Use of Estimates
The preparation of financial statements in conformity with GAAP 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 date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.
(l) Risks and Uncertainties
Investments are exposed to various risks, such as interest rate, market and credit. Due to
the level of risk associated with certain investments and the level of uncertainty related to
changes in their value, it is reasonably possible that changes in these risks in the near term
could materially affect amounts reported in the financial statements.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
(3)

Pledges Receivable
A summary of pledges scheduled to be received at June 30 is as follows:

Less than one year
One to five years
More than five years

$

Less allowance for uncollectible pledges
Less discount for present value
Net pledges receivable

$

2017
11,367
14,497
25,864
(2,528)
(284)
23,052

2016
13,484
21,538
190
35,212
(3,332)
(335)
31,545

The University applies an allowance for uncollectible pledges based on factors such as prior
collection history, type of contribution, nature of the fundraising activity, and future
collection expectations. Discount rates used range from 0.39% to 3.69%.
University Relations expenditures, which are primarily for fundraising purposes and alumni
activity, totaled $8,245 and $8,076 in fiscal years 2017 and 2016, respectively, and are
included in institutional support in the statement of activities.
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
(4)

Investments
The University’s assets that are reported at estimated fair value are summarized in the
following tables by their fair value hierarchy classification:
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WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
Investments
Investments Classified
Measured
in the Fair Value Hierarchy
Level 1
Level 2
Level 3
at NAV
$
13,137
98,097
-

Total
13,137
98,097

As of June 30, 2016
Cash
Short-term investments
Long-term investments:
Money market funds and cash equivalen
Fixed income
Domestic equity
42,153
International equity
139,686
Real estate
48,403
Natural resources
40,036
Venture capital
53,941
Buyout
89,559
Other private equity
25,624
Absolute return
Long/short equity
49,772
Multi-strategy absolute return
65,794
Other absolute return
78,719
Absolute return in liquidation
4,216
Split interest agreements *
Other investments
407
Funds held or administered by others
Total long-term investments
638,310

8,368
41,140
51,133
17,203
11,468
-

-

5,000
-

8,368
41,140
93,286
156,889
48,403
56,504
53,941
89,559
25,624

15,450
21
144,783

-

3,738
6,587
15,325

49,772
65,794
78,719
4,216
15,450
4,166
6,587
798,418

$ 638,310

256,017

-

15,325

909,652

Total

*Split-interest agreements are invested in mutual funds with daily liquidity.

Short-term investments consist primarily of money market accounts and other short-term
liquid assets.

17

WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
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(in thousands of dollars)
The following tables present the University’s activity for the fiscal years ended June 30, 2017
and 2016 for Level 3 investments:
June 30, 2017

Level 3 roll forward
Natural resources
Real Estate
Other investments
Funds held or
administered by others

Beginning
Balance as of
July 1, 2016
$
5,000
3,738

$

Transfers
from NAV
Measured
-

Additions
3,310
13,009
-

6,587

-

-

15,325

-

16,319

Sales and
Maturities
(553)
(343)
(896)

Net realized and
unrealized gains
4,885
1,605
15

Ending Balance
as of June 30,
2017
13,195
14,061
3,410

348

6,935

6,853

37,601

June 30, 2016

Level 3 roll forward
Natural resources
Other investments
Funds held or
administered by others

Beginning
Balance as of
July 1, 2015
$
4,074

Transfers
from NAV
Measured
5,000
-

6,958
11,032

5,000

$

Additions
-

Net realized and
Ending
Sales and unrealized gains Balance as of
Maturities
(losses)
June 30, 2016
5,000
(337)
1
3,738
(337)

(371)
(370)

6,587
15,325

The University has committed to invest in various limited partnerships. Under the terms
of the partnership agreements, the University is obligated to remit additional funding
periodically as managers exercise capital calls. These partnerships have a limited
existence, generally ten years, and such agreements may provide annual extensions for
the purpose of disposing portfolio holdings and returning capital to investors. Depending
on market conditions, an inability to execute the fund’s strategy, and other factors, a
manager may extend the terms of a fund beyond its originally anticipated existence or
may wind the fund down prematurely. As a result, the timing and amount of future
capital calls expected in any particular future year is uncertain within a range of between
one and eleven years. The aggregate amount of unfunded commitments associated with
investments as of June 30, 2017 was $182,472.
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Investment liquidity as of June 30, 2017 is aggregated below based on redemption or sale
terms:
In liquidation
Cash
$
Short-term investments
Long-term investments
Money market funds
and cash equivalents
Fixed income
Domestic equity
International equity
Real estate
Natural resources
Venture capital
Buyout
Other private equity
Absolute return
Split interest agreements
Other investments
Funds held or administered
by others
Total

$

Monthly to
Quarterly

Daily

-

14,308
52,527

-

18,513
26,170
-

19,466
45,730
49,689
48,537
10,912
16,625
650

51,125
98,975
56,152
-

44,683

-

-

258,444

206,252

Semi-Annual
to Annual
23,452
30,306
102,380
156,138

Initial
Lockup

Illiquid

Total

-

-

14,308
52,527

17,647
20,231
29,779
82

-

19,466
45,730
118,461
209,708
62,470
69,264
63,996
112,111
30,306
214,481
16,625
4,024

67,739

62,470
58,352
63,996
112,111
3,292
6,935

6,935

307,156

1,040,412

Certain funds contain lockup provisions. Under such provisions, share classes of the
investment are available for redemption at prescribed dates in accordance with the
partnership agreement of the fund. In some cases, funds may impose fees in exchange for
advanced liquidity opportunities. A portion of the underlying investments within the
categories of monthly to quarterly and semi-annual to annual may include private or side
pocket investments from which the University may not have an ability to
redeem. Additionally, tranches of certain funds within these categories may restrict
redemptions to a portion of the value over a rolling quarterly or annual basis.
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The following summarizes investment return components for the years ended June 30, 2017
and 2016:
Investment Return:
Interest and dividends
Realized and unrealized
gains (losses), net
Investment management fees
Net return

(5)

2017
$ 1,129

2016
1,413

120,538
(2,686)
$ 118,981

(28,163)
(2,741)
(29,491)

Endowment
The University follows the guidelines in ASC 958-205 to classify net assets of donorrestricted endowment funds for a not-for-profit organization that is subject to the State of
Connecticut’s version of the Uniform Prudent Management of Institutional Funds Act
(UPMIFA).
The University’s endowment consists of approximately 1,300 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 are classified and reported based on the existence or absence of donorimposed restrictions.
(a) Relevant Law
UPMIFA requires the preservation of the fair value of the original gift as of the gift date of
the donor-restricted endowment fund absent explicit donor stipulations to the contrary.
The University 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 (c) 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 portion of a donor-restricted endowment
fund that is not classified in permanently restricted net assets is classified as temporarily
restricted net assets until those amounts are appropriated for expenditure by the University
in a manner consistent with the standard of prudence prescribed by UPMIFA.
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(in thousands of dollars)
UPMIFA provides standards for investing in a prudent manner by establishing a duty to
minimize cost, diversify the investments, investigate facts relevant to the investment of the
fund, to consider tax consequences of investment decisions and that investment decisions
be made in light of the fund’s entire portfolio as a part of an investment strategy having risk
and return objectives reasonably suited to the fund and to the University. UPMIFA also
permits the University to appropriate for expenditure or accumulate so much of an
endowment fund as the University determines to be prudent for the uses, benefits,
purposes and duration for which the endowment fund is established, thereby eliminating
the restriction that a fund could not be spent below its historical dollar value. The University
considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:
• The duration and preservation of the fund
• The purposes of the University and the donor-restricted endowment fund
• General economic conditions
• The possible effect of inflation and deflation
• The expected total return from income and the appreciation of investments
• Other resources of the University
• The investment policies of the University
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Changes in endowment funds for the year ended June 30, 2017 are as follows:

Endowment assets,
June 30, 2016
Investment return
Contributions
Transfers in
Other increases (decreases)
Appropriation of endowment
assets for expenditure
Endowment assets,
June 30, 2017
Composition of endowment assets
Donor-restricted endowment funds
Board-designated endowment funds
Sub-total
Working capital funds
Total endowment assets

Unrestricted
$

Temporarily
restricted

Permanently
restricted
281,838
712
40,480
899

Total

222,854
39,548
41,048
309

297,512
78,494
41

(10,022)

(26,536)

$

293,737

349,511

323,929

967,177

$

(1,166)
237,849
236,683
57,054

348,714
797
349,511
-

323,929
323,929
-

671,477
238,646
910,123
57,054

$

293,737

349,511

323,929

967,177

-

802,204
118,754
40,480
41,048
1,249
(36,558)

Changes in endowment funds for the year ended June 30, 2016 are as follows:
Temporarily
restricted

Permanently
restricted

239,937

339,248

259,589

838,774

(11,510)
6,301
(2,137)

(17,440)
87
49

(516)
21,369
1,396

(29,466)
21,456
6,301
(692)

(9,737)

(24,432)

-

(34,169)

$

222,854

297,512

281,838

802,204

$

(4,324)
205,872
201,548

296,761
751
297,512

281,838
281,838

574,275
206,623
780,898

21,306
222,854

297,512

281,838

21,306
802,204

Unrestricted

Endowment assets,
June 30, 2015

$

Investment return
Contributions
Transfers in
Other increases (decreases)
Appropriation of endowment
assets for expenditure
Endowment assets,
June 30, 2016
Composition of endowment assets
Donor-restricted endowment funds
Board-designated endowment funds
Sub-total
Working capital funds
Total endowment assets

$
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June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
Working capital funds are operating reserves invested in the endowment and are not
subject to the endowment spending policy.

(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 in unrestricted net assets were $1,166 and $4,324 as of June 30,
2017 and 2016, respectively. These deficiencies resulted from unfavorable market
fluctuations that occurred after the investment of new permanently restricted contributions
and/or appropriation from such funds. Subsequent gains that restore the fair value of the
assets of the endowment fund to the required level will be classified as an increase in
unrestricted net assets.
(c) Return Objectives and Risk Parameters
A portion of the endowment assets is included in an investment pool that is accounted for
on a unitized market value basis, with each individual fund subscribing to or disposing of
units on the basis of the market value per unit of the pool at the end of the calendar month
within which the transaction took place. The value of the units is based on a total return
investment policy.
The University has adopted investment and spending policies for the endowment that
attempt to provide a predictable stream of funding to programs supported by the
endowment while seeking to maintain the purchasing power of the endowment assets.
(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 University targets
a diversified asset allocation that places emphasis on investments in equities, fixed income
and alternative investments to achieve its long-term return objectives with prudent risk
constraints.
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(e) Spending Policy and How the Investment Objectives Relate to Spending Policy
Wesleyan follows a spending policy known as the Tobin rule, named for James Tobin,
recipient of the 1981 Nobel Prize in Economics. This rule sets the annual distribution using
a quantitative formula that combines elements of stability and market conditions. The
University’s endowment spending is 70% based on the prior year’s spending plus inflation
(measured by the Higher Education Price Index (HEPI) as of June 30 of the past fiscal year)
and 30% from 4.5% of the market value of endowment as of June 30 of the previous fiscal
year. For fiscal 2017 and 2016, $36,558 and $34,169 were appropriated, respectively.
(6)

Temporarily Restricted Net Assets
Temporarily restricted net assets consist of the following at June 30, 2017 and 2016:
Restricted for endowment:
Financial aid
Instruction and research
Library
General purposes
Temporarily Restricted Endowment
General-purpose pledges
Instruction & Research
Financial Aid
Facilities
Other
Total temporarily restricted net assets

2017
$ 112,877
94,421
10,372
131,841
349,511
311
5,969
1,623
233
1,470
$ 359,117

2016
95,378
80,285
9,080
112,769
297,512
418
8,302
2,287
695
1,989
311,203

Net assets released during fiscal 2017 and 2016 from temporary donor restrictions by
incurring expenses satisfying the restricted purpose or by occurrence of events specified by
donors were as follows:
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Activities:
General institutional
Instruction and research
Financial aid
Other
Pledge payments on general-purpose gifts
Total net assets released

(7)

2017
$

7,260
11,269
9,919
565
1,735
$ 30,748

2016
6,999
10,346
8,019
773
2,059
28,196

Permanently Restricted Net Assets
The original gift value of permanently restricted net assets consists of the following at June
30, 2017 and 2016:
Financial aid
Instruction and research
Facilities maintenance
Library
General purposes
Total permanently restricted endowment
Pledges and other
Total permanently restricted net assets
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2017
$ 183,675
110,469
4,145
3,080
22,560
323,929
15,837
$ 339,766

2016
148,606
103,366
4,145
3,080
22,641
281,838
22,461
304,299

WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)

(8)

Investment in Plant
At June 30, 2017 and 2016, the components of the University's investment in plant were as
follows:
2017
34,271
421,002
112,783
1,950
570,006
(243,315)
$ 326,691

Campus land and improvements
Buildings and improvements
Equipment
Construction in progress
Total
Less accumulated depreciation
Total investment in plant, net

(9)

$

2016
31,548
404,327
109,608
1,244
546,727
(233,102)
313,625

Allocation of Physical Plant Operations, Major Maintenance Expenses, Depreciation and
Interest Expenses
The University has allocated all expenditures for physical plant operations, major
maintenance expenses, depreciation and interest expenses to six functional expenditure
categories based on square footage of facilities identified for each functional expenditure
category. The expenditures and allocations for fiscal 2017 and 2016 are listed below.
Expenditures:
Physical plant operations
Non-capitalized building and equipment costs
Depreciation
Interest expense
Total expenditures to be allocated
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2017
$ 17,889
4,505
10,261
12,561
$ 45,216

2016
18,228
2,505
10,703
8,716
40,152

WESLEYAN UNIVERSITY
Notes to Financial Statements
June 30, 2017
(with comparative financial information for June 30, 2016)
(in thousands of dollars)
Allocations to functional expenditure categories:

Instruction
Research
Libraries
Student services
Institutional support
Auxiliary activities

2017
$ 13,497
4,522
3,296
945
1,302
21,654

2016
11,986
4,015
2,927
839
1,156
19,229

Total allocations

$ 45,216

40,152

(10) Debt
At June 30, 2017 and 2016, long-term debt consisted of the following:

2017

2016

Taxable bonds, Series 2016
Revenue bonds payable (CHEFA Series H)
Term loans
Total

$ 250,000
20,105
13,670
283,775

250,000
20,105
14,397
284,502

Unamortized costs of issuance
Long Term Debt

(2,445)
$ 281,330

(2,470)
282,032

(a) Taxable Bonds, Series 2016
In May 2016, the University issued $250 million of taxable bonds at a fixed rate of 4.8% with
all principal due in 2116. The University is required to make semi-annual payments of
interest. $202,984 of the Series 2016 proceeds were deposited into an irrevocable trust to
advance refund and legally defease the CHEFA Series G bonds when they are callable
beginning in 2020. As a result, the CHEFA Series G bonds are no longer outstanding as of
June 30, 2016.
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(b) CHEFA Series H
$20,105 variable rate demand bonds have their interest rates set weekly. The interest rate
at June 30, 2017 and 2016 was 0.78% and 0.04% respectively. The University makes monthly
payments of interest. The University may make prepayments of principal, and is required
to pay any remaining principal balance on July 1, 2040. The University maintains sufficient
liquidity to purchase the bonds if remarketing is not successful.
(c) Term Loans
In January 2016, the University entered into a term loan with Farmington Bank in the
amount of $12,920. The proceeds of the loan were used to refinance the then-callable
portion of the CHEFA Series G bonds. The University makes semi-annual payments of
interest at a fixed rate of 2.9%. Principal payments are due in July 2023 and 2024.
In June 2008, the University entered into a Master Financing Agreement with Banc of
America Public Capital Corporation and State of Connecticut Health and Educational
Facilities Authority in the amount of $6,520. The proceeds of the loan were used for the
replacement of the Vine Street substation, the installation of a cogeneration system in the
Central Power Plant and a comprehensive retrofit, pursuant to a Connecticut Light and
Power incentive program encouraging energy conservation. The loan is payable over ten
years at a fixed rate of 3.22%. The Department of Public Utility Control co-pays a portion of
the interest, which brings the effective interest rate down to 2.22%.
(d) Debt Maturities
Payments for the principal of all long-term debt for each of the next five fiscal years and
thereafter are as follows:

Fiscal Year

Amount Due

2018
2019
2020
2021
2022
Thereafter
Total outstanding debt

$
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(in thousands of dollars)
(e) Debt Covenants
The University is subject to certain financial covenants that would be imposed if the
University does not maintain its credit rating. The University maintained its credit rating
during the years ended June 30, 2017 and 2016, and thus the financial covenants were not
applicable.
(f) Line of Credit (LOC)
The University has a $40,000 revolving loan with JPMorgan Chase Bank that terminates on
April 28, 2018 unless renewed. The interest rate is set at 50 basis points above the LIBOR
(London Interbank Offered Rate) rate. The University utilized a portion of the line in
February 2017 for various cash needs. No amounts were outstanding as of June 30, 2017.
(11) Benefit Plans
(a) Defined Contribution Plan
The University has defined contribution retirement plans, with contributions based on a
percentage of salary, covering substantially all employees. Total expense was $7,949 and
$7,562 for fiscal 2017 and 2016, respectively.
(b) Postretirement Benefits
The University provides certain postretirement health care benefits to employees. All of the
University's employees with ten (10) or more years of employment become eligible for these
benefits upon retirement. The University recognizes the cost of providing such benefits to
the employees and dependents, if applicable, in the financial statements during the
employees’ active working lives. Faculty between the ages of 59 to 68 and staff between the
ages of 60 to 65 who elect early retirement can continue in plans for active faculty and staff,
which require premium sharing. Retired faculty who are 68 or older and retired non-faculty
who are 65 or older, participate in a different University paid Medicare supplement plan.
The University applies the provisions of ASC 715, Compensation-Retirement Benefits, to its
postretirement plan. The status of the University's plan and the amounts recognized in the
statements of financial position at June 30, 2017 and 2016 are as follows:
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Change in benefit obligation:
Benefit obligation as of beginning of year
Service cost
Interest cost
Plan participants' contributions
Benefits paid
Medicare Part D Subsidy
Actuarial (gain) loss
Benefit obligation and funded status as of end of year

2017
$

$

22,583
795
658
97
(780)
95
(2,019)
21,429

2016
20,023
672
757
98
(707)
87
1,653
22,583

Components of net periodic benefit cost are as follows for the years ended June 30:

Service cost
Interest on accumulated postretirement benefit obligation
Amortization of actuarial loss
Total net periodic benefit cost

2017
$
795
658
(1,330)
$
123

2016
672
757
(766)
663

In addition to service and interest costs, the estimated net gain and prior service cost that
will be amortized from accumulated unrestricted net assets into net periodic benefit cost
over the next fiscal year are $60 and $8, respectively.
For measurement purposes, an annual rate of increase of 7.0% in the per capita cost of
covered healthcare and prescription drug benefits was assumed as of June 30, 2017. The
rates were assumed to decrease to 5.5% by 2022 and 5.0% by 2030 and remain at that level
thereafter. Assumed healthcare cost trend rates have a significant effect on the amounts
reported for the healthcare plans. It is estimated, based on actuarial calculations, that a
one-percentage point increase in the health care cost trend rate would have increased the
service cost and interest cost for fiscal 2017 by $88 and the accumulated postretirement
benefit obligation at June 30, 2017 by $1,056.
The weighted average discount rates used to determine benefit obligations are 3.4% and
2.9% for fiscal 2017 and 2016, respectively.
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The weighted average discount rates used to determine net periodic benefit costs were
2.9% and 3.8% for fiscal 2017 and 2016, respectively.
The benefits, as of June 30, 2017, expected to be paid in each of the next five fiscal years
and in the aggregate for the five fiscal years thereafter, are as follows:
Fiscal Year
2018
2019
2020
2021
2022
Five fiscal years thereafter

Amount
$ 1,244
1,378
1,560
1,643
1,707
9,184

(12) Commitments and Contingencies
All funds expended in conjunction with government grants and contracts are subject to audit
by governmental agencies. In the opinion of management, any potential liability resulting
from these audits will not have a material effect on the University’s financial position.
The University is a defendant in various legal actions arising out of the normal course of its
operations. Although the final outcome of such actions cannot currently be determined,
the University believes that eventual liability not reflected on the statement of financial
position, if any, will not have a material effect on the University’s financial position.
(13) Related-Party Transactions
Members of the Board of Trustees and senior management may, from time to time, be
associated, either directly or indirectly with companies doing business with the University.
The University has a written conflict of interest policy that requires annual reporting by each
Board member as well as the University senior management. When such relationships exist,
measures are taken to mitigate any actual or perceived conflict, including requiring that such
transactions be conducted at arms’ length, based on terms in the best interest of the
University.
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(14) Subsequent Events
In accordance with ASC 855, Subsequent Events, management has evaluated events
subsequent to June 30, 2017 and through October 27, 2017, the date on which the financial
statements were issued, to provide additional evidence relative to certain estimates or to
identify matters that require additional disclosure. No additional disclosures were deemed
to be necessary.
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