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Report of the Independent Auditors

The Board of Trustees CLA (CliftonLarsonAllen LLP)
Hampshire College CLAconnest.com
Ambherst, Massachusetts

We have audited the accompanying financial statements of Hampshire College (a nonprofit organization) (the College), which
comprise the statements of financial position as of June 30, 2018, and 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
accounting principles generally accepted in the United States of America; 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
Hampshire College as of June 30, 2018, and the changes in its net assets and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited Hampshire College’s financial statements, and we expressed an unmodified audit opinion on
those audited financial statements in our report dated December 15, 2017. In our opinion, the summarized comparative
information presented herein as of and for the year ended June 30, 2017 is consistent, in all material respects, with the
audited financial statements from which it has been derived.

W&% L7

CliftonLarsonAllen LLP

Boston, Massachusetts
January 3, 2019



Statements of Financial Position

JUNE 30, 2018 AND 2017

ASSETS

Cash and cash equivalents

Accounts and loans receivable, net (Note 2)

Contributions receivable, net (Note 3)

Prepaid expenses, inventories and other assets

Deposits with bond trustee (Note 4)

Investments - at fair value (Note 4)

Funds held in trust by others (Notes 4 and 6)

Property, plant and equipment, net (Note 7)
TOTAL ASSETS

LIABILITIES

Accounts payable and accrued liabilities
Deposits and deferred income
Contingent asset retirement obligation
Long term debt, net (Note 8)

TOTAL LIABILITIES

NET ASSETS

Unrestricted
Temporarily restricted (Note 9)
Permanently restricted (Note 9)
TOTAL NET ASSETS
TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to financial statements.

2018

$ 5819601
457,022
6,264,180
536,081
52,495,580
2,481,077
53,728,467

$ 121,782,008

$ 1,081,965
1,624,183
3,191,333

26,746,515

32,643,996

30,241,909
22,263,770
36,632,333

89,138,012
$ 121,782,008

2017

$ 6,512,160
684,841
8,450,427
172,734
378,273
48,678,948
2,490,614
55,477,831
$ 122,845,828

$ 1,970,933
1,646,854
3,160,939

27,513,193
34,291,919

32,450,476
21,841,049
34,262,384
88,553,909
$ 122,845,828



Statement of Activities

OPERATING ACTIVITIES

Revenues and other additions

Tuition, room, board and other fees
Less: student aid awarded
Net tuition and fees
Contributions, gifts and grants
Other income
Investment income for operations (Note 4)
Other auxiliary enterprises

Net assets released from restrictions for
operating purposes

Total operating revenues and other support

Expenses and other deductions

Instruction and related activities
Research and sponsored programs
Student services

Administration and general
Academic support

Auxiliary enterprises

Total operating expenses and
other deductions

Change in net assets from
operating activities

NONOPERATING ACTIVITIES

Contributions for long-term investment

Net return on long-term investments (Note 4)
Investment income for operations (Note 4)
Other deductions

Net assets released from restrictions for
nonoperating purposes

Change in net assets from
nonoperating activities

Total change in net assets
Net assets, beginning of year
Net assets, end of year

See accompanying notes to financial statements.

YEAR ENDED JUNE 30, 2018 (WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017)

TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED 2018 2017

$ 72378860 % — $ — $72378860 $74,033,992
(33,461,994) (33,461,994)  (31,594,917)
38,916,866 — — 38,916,866 42,439,075
2,359,076 3,488,972 — 5,848,048 7,226,449
538,158 3,547 — 541,705 434,463
3,230,160 1,269,349 — 4,499,509 1,917,247
2,675,462 — 2,675,462 2,281,509
7,524,217 (7,524,217) — — —
55,243,939 (2,762,349) — 52,481,590 54,298,743
20,356,898 — — 20,356,898 20,169,892
3,303,123 — — 3,303,123 4,691,191
8,427,821 — — 8,427,821 8,489,869
13,376,450 — — 13,376,450 12,470,453
3,609,842 — — 3,609,842 3,066,647
6,814,388 — — 6,814,388 7,378,634
55,888,522 — — 55,888,522 56,266,686
(644,583) (2,762,349) — (3,406,932) (1,967,943)
134,722 115,406 2,373,770 2,623,898 2,307,293
1,815,776 5,282,545 242 7,098,563 9,673,116
(3,230,160) (1,269,349) — (4,499,509) (1,917,247)
(421,373) (806,480) (4,063) (1,231,916) (925,447)
137,051 (137,051) — — —
(1,563,984) 3,185,071 2,369,949 3,991,036 9,137,715
(2,208,567) 422,722 2,369,949 584,104 7,169,772
32,450,476 21,841,048 34,262,384 88,553,908 81,384,137
$30,241,909  $22,263,770  $36,632,333 $89,138,012  $88,553,909




Statement of Cash Flows

YEAR ENDED JUNE 30, 2018 (WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017

Cash provided by operating activities

Change in net assets

Adjustments to reconcile change in net assets to net cash

(used by) provided by operating activities:
Depreciation
Net realized and unrealized (gains)
Contributions for permanently restricted endowment
Contributions for long-term capital
Change in accounts and loans receivable
Change in funds held in trust by others
Change in contributions receivable
Change in prepaid expenses, inventories, and other assets
Change in accounts payable and accrued expenses
Change in deposits payable and deferred revenues
Change in conditional asset retirement obligation
Change in actuarial liability for life income obligation

Net cash (used by) provided by operating activities

Cash used by investing activities
Purchase of property, plant and equipment
Change in employee mortgages and notes receivable
Purchase of investments
Sale and maturities of investments
Change in deposits with bond trustee
Net cash provided by (used by) investing activities

Cash provided by financing activities
Repayment of long term debt
Contributions for permanently restricted endowment
Contributions for long term capital
Net cash provided by financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental disclosure of cash flow information
Cash paid for interest

Supplemental disclosures for noncash investing and financing activities
Change in purchases of plant and equipment included inaccounts payable

See accompanying notes to financial statements.

2018

$ 584,104

3,103,542
(6,754,108)
(2,355,128)

110,858
9,537
2,186,247
(363,342)
(883,819)
(22,671)
30,394
(2,979)
(4,357,365)

(1,356,353)
116,961
(3,498,208)
6,435,684
378,273
2,076,357

(766,679)
2,355,128

1,588,449
(692,559)
6,512,160

$ 5,819,601
$ 792080

$ (2,170)

2017

$ 7,169,772

2,933,895
(9,347,039)
(1,403,105)

(3,000)
(89,151)
(23,337)

3,334,801

(1,522)
699,473

(123,839)

(12,331)

(11,576)
3,123,041

(3,274,781)
69,738
(3,797,996)
2,704,837
(37,272)
(4,335,474)

(515,729)
1,403,105
3,000
890,376

(322,057)
6,834,217

$ 6,512,160
§__ 801175

$ (415181)



Notes to Financial Statements

JUNE 30, 2018 AND 2017

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Organization

Hampshire College (the College)is a residential, coeducational,
liberal arts college, which offers an academic program leading
to the Bachelor of Arts degree. The College was founded in
1965 and commenced academic classes in September 1970.
The average student enrollment was 1,191 and 1,241 during
fiscal years 2018 and 2017, respectively.

(b) Basis of Presentation

The financial statements have been prepared on the accrual
basis of accounting in accordance with U.S. generally accepted
accounting principles (GAAP).

The classification of net assets and revenues, expenses,
gains, and losses are determined by the existence or absence
of donor-imposed restrictions. In the accompanying financial
statements, net assets that have similar characteristics have
been combined as follows:

Unrestricted: Net assets that are not subject to donor-
imposed stipulations.

Temporarily Restricted: Net assets whose use by the
College is subject to donor-imposed stipulations that can
be fulfilled by actions of the College or that expire by the
passage of time.

Permanently Restricted: Net assets subject to donor-
imposed stipulations that they be maintained
permanently by the College. Generally, the donors of
these assets permit the College to use all or part of the
income earned on these assets. Such assets primarily
include the College's permanent endowment funds.

Contributions are reported as increases in the appropriate
category of net assets, based on the existence or absence of
donor restriction or inherent time restriction. Expenses are
reported as decreases in unrestricted net assets. Gains and
losses on investments based on the existence or absence
of donor-imposed restrictions, are reported as increases or
decreases in temporarily restricted or unrestricted net assets
generally based on the donor imposed restriction or the use
of gains or losses as well as by the College’s interpretation
of relevant state law. Expirations of temporary restrictions
recognized on net assets (i.e., the donor stipulated purpose

has been fulfilled and/or the stipulated time period has
elapsed) are reported as net assets released from temporarily
restricted net assets to unrestricted net assets. Temporary
restrictions on gifts to acquire long-lived assets are considered
met in the period in which the assets are acquired or placed
in service. Exchange transactions are recorded as unrestricted
revenues when they are earned.

(c) Operating Activities

The statement of activities includes all of the College's
revenues and expenses as part of operating activities except
for changes in value of split interest agreements, gifts for long-
term investment, and realized and unrealized gains (losses) on
investments, net of amount appropriated for operations. The
investment earnings appropriated for operations include the
College's annual spending distribution and additional draws that
are approved by the board of directors. See note 5 for additional
details related to investment earnings that were approved by
the board of directors and appropriated for operations.

(d) Cash and Cash Equivalents

Cash and cash equivalents include short-term, highly liquid
investments with a maturity of three months or less at the
time of purchase.

(e) Prepaid Expenses, Inventories, and Other Assets
Prepaid expenses, inventories, and other assets include
supplies and inventory for sale, and amounts paid in advance
for future services.

(f) Investments

Investments are reported at fair value. If an investment is
held directly by the College and an active market with quoted
prices exists, the College reports the fair value as the market
price of an identical security. The College also holds shares
or units in alternative investments such as private equity,
and real asset strategies. Such funds may hold securities or
other financial instruments for which a ready market exists
and are priced accordingly. In addition, those investments
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



NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

and other pertinent information, and may reflect discounts
for the illiquid nature of certain investments held.

The College has utilized the net asset value (NAV) reported
by each of the underlying funds as a practical expedient to
estimatingthe fair value of the investments. 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. Due to the nature of the 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 College’s interest in
the funds. Furthermore, changes in the liquidity provisions
of the funds may significantly impact the fair value of the
College's interests 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 College were to sell its interest
in a fund in the secondary market, the sale could occur at an
amount materially different from the reported value.

(g) Fair Value of Financial Instruments

The fair value of investments is disclosed in note 4. Fair value
for marketable securities is based upon quoted market prices.
Fair values for trusts held by others, and other alternative
investments are valued based upon net asset values as
reported by third parties responsible for administering and/
or managing such investments. Fair value represents the price
that would be received upon 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 or its
equivalent (NAV) as a practical expedient to estimate fair
value, the College uses a three-tiered hierarchy to categorize
those assets carried at fair value based on the valuation
methodologies employed. The hierarchy is defined as follows:

* Level 1: Quoted prices (unadjusted) in active markets for
identical assets or liabilities that the College has the ability
to access at measurement date.

* Level 2: Quoted prices, other than those included in Level
1, that are either directly or indirectly observable for the
assets or liabilities.

* Level 3: No observable quoted prices, reliance on
assumptions market participants would use if a market
existed for the assets or liabilities.

The level in the fair value hierarchy used to classify an item
is based on the lowest level that is significant to the fair value
being established.

The College utilizes the NAV as its estimate of fair value for
those funds whose value is determined by the appropriate
fund manager. The majority of investments report at NAV
consisting of shares or units in funds as opposed to direct
interest in the funds' underlying securities, which may be
readily marketable and not difficult to value.

The private equity amount included in level three is stock
for a privately held company. Annually the private Company
is valued by a third party and the valuation is provided to
all shareholders. The College uses the valuation provided to
determine the value of its investment as of June 30.

h) Investment in Plant

Constructed and purchased property, equipment and
library collections are carried at cost. The College capitalizes
purchases that have a value of at least $5,000 and a useful life
exceeding 1 year. Land, buildings, or equipment donated to
the College are generally carried in the accounts at appraised
value at the date of the gift. Long-lived fixed assets, with the
exception of land, are depreciated using the straight-line
method over the estimated useful lives.

The College recognizes the fair value of a liability for legal
obligations associated with asset retirements in the period
in which the obligation is incurred, if a reasonable estimate
of the fair value of the obligation can be made. When the
liability is initially recorded, the College capitalizes the cost
of the asset retirement obligation 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. Upon settlement of the
obligation, the difference between the cost to settle the asset
retirement obligation and the liability recorded is recognized
as a gain or loss in the statement of activities.



NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(i) Deposits and Deferred Revenues

Deposits and deferred revenues represent amounts collected
through June 30, from outside groups for summer conferences
and from students relating to student registration for the
upcoming fall semester. Such amounts are reported as revenue
during the subsequent fiscal year.

(j) Tax Status

The College is a tax-exempt organization as described in
Section 501(c)(3) of the Internal Revenue Code (the Code) and
is generally exempt from federal taxes pursuant to Section
501(a) of the Code. The College has assessed 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 the financial statements in conformity
with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent liabilities, as well
as the reported amounts of revenues and expenses. These
estimates include the allowance for uncollectible accounts,
pledges and loans receivable, and the fair value of certain
investments. Actual results could differ from these estimates.

(I) Functional Allocation of Expenses

The costs of providing the various programs and other
activities have been summarized on a functional basis in the
statement of activities. These costs include direct and indirect
costs that have been allocated, on a consistent basis, among
the program and supporting services benefited. All functional
expense categories, with the exception of administrative
and general, can be classified as expenses supporting the
College’s main program. Administrative and general support
expenses are considered administrative expenses and
include fundraising expenses.

(2) ACCOUNTS AND LOANS RECEIVABLE

The following summarizes the aging of student accounts
receivable for the years ended June 30:

2018 2017
0-90 Days $ 65829 $ 47,200
91-180 Days 39,663 66,957
181-360 Days 221,625 234,231
Over 360 Days 272,243 306,967
$ 599,360 $ 655,355

Accounts and loans receivable are summarized as follows
at June 30:

2018 2017

Student accounts $ 599,360 $ 655,355
Other 305,690 422,651
Student loans (1,103) 49,049

903,947 1,127,055
Less allowance for
uncollectible accounts (446,925) (442,214)
Accounts and loans receivable, net ~ $ 457,022 $ 684,841

(3) CONTRIBUTIONS RECEIVABLE

Contributions receivable are summarized as follows
at June 30:

Unconditional promises expected to be collected:

2018 2017

In one year or less $2,909,841 $2,729,373
Between one and five years 3,547,924 5,982,033

6,457,765 8,711,406
Less unamortized discount
and allowance for
uncollectible accounts (193,585) (260,979)
Contributions receivable, net $6,264,180 $8,450,427

Discount rates used to calculate the present value of pledges
receivable ranged from 2.52% to 2.73%.



NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(4) FAIR VALUE AND INVESTMENTS

The following table summarizes the valuation of the College’s investments and other assets at June 30, 2018.

SIGINIFICANT
QUOTED PRICES OTHER SIGNIFICANT INVESTMENTS
IN ACTIVE OBSERVABLE UNOBSERVABLE MEASURED AT
MARKETS INPUTS NET ASSET
LEVEL1 LEVEL 3 VALUE 2018 TOTAL REDEMPTION
Long term investments
U.S. equity:
Large Cap $ 3,517,733 $ — $ — $ 3,517,733 Daily
Exchange Traded Treasury
Administered Fund 121,786 — — 121,786 Daily
Non-U.S. equity funds 1,033,325 — 13,318,210 14,351,535 Monthly/Quarterly
Fixed income 3,766,252 — — 3,766,252 Daily
Hedge Funds — — 7,380,758 7,380,758 Quarterly
Real asset 3,633,174 — 644,110 4,277,284 Daily/Monthly
Private equity — 18,101,148 — 18,101,148 llliquid
Private partnerships — — 527,921 527,921 llliquid
Pooled life income funds
and other — 100,134 — 100,134 N/A
Total investments
measured at fair value 12,072,270 18,201,282 21,870,999 52,144,551
Cash and cash equivalents — — — 351,029 Daily
Total investments 12,072,270 18,201,282 21,870,999 52,495,580
Other assets
Funds held in trust by others — 2,481,077 - 2,481,077 N/A
Total $12,072,270 $20,682,359 $21,870,999 $55,327,686
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(4) FAIR VALUE AND INVESTMENTS (CONTINUED)

The following table summarizes the valuation of the College's investments and other assets at June 30, 2017.

SIGINIFICANT
QUOTED PRICES OTHER SIGNIFICANT INVESTMENTS
IN ACTIVE OBSERVABLE UNOBSERVABLE MEASURED AT
MARKETS INPUTS INPUTS NET ASSET
LEVEL 1 LEVEL 2 LEVEL 3 VALUE 2017 TOTAL
Long term investments
U.S. equity:
Large Cap $ 3710292 $ — $ — $ — $ 3,710,292
Small Cap 832,392 — — — 832,392
Exchange Traded Treasury
Administered Fund 358,239 — — — 358,239
Non-U.S. equity funds 990,049 — — 13,829,447 14,819,496
Fixed income 3,690,800 — — — 3,690,800
Hedge funds — — — 6,984,074 6,984,074
Real asset 2,128,278 — — 1,154,493 3,282,771
Private equity — — 14,210,989 — 14,210,989
Private partnerships — — — 527,679 527,679
Pooled life income funds
and other — — 261,251 — 261,251
Total investments
measured at fair value 11,711,015 — 14,472,240 22,495,693 48,678,948
Cash and cash equivalents — — — — 965
Total investments 11,711,015 — 14,472,240 22,495,693 48,678,948
Other assets
Funds held in trust by others — — 2,490,614 — 2,490,614
Funds held by bond trustee 378,273 — — — 378,273
Total $12,089,288 $ — $16,962,854 $22,495,693 $51,547,835

M Funds held by bond trustee are primarily U.S. Treasury securities.

There were no changes in methodologies used at June 30, 2018 and 2017 and there were no transfers

among levels during the years ended June 30, 2018 and 2017.
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(4) FAIR VALUE AND INVESTMENTS (CONTINUED)

The following table presents the College’s activity for the fiscal years ended June 30, 2018 and 2017 for investments measured
at fair value on a recurring basis using significant unobservable inputs (Level 3).

PRIVATE FUNDS HELD

EQUITY BY OTHERS TOTAL
Fair value June 30, 2017 $14,210,989 $2,751,865 $16,962,854
Dispositions — (162,066) (162,066)
Unrealized gains/losses 3,890,159 (8,588) 3,881,571
Fair value June 30, 2018 $18,101,148 $2,581,211 $20,682,359
Fair value June 30, 2016 $ 8,891,792 $2,718,634 $11,610,426
Acquisitions — 2,641 2,641
Dispositions — (4,837) (4,837)
Unrealized gains/losses 5,319,197 35,427 5,354,624
Fair value June 30, 2017 $14,210,989 $2,751,865 $16,962,854

At June 30, 2018, the College did not have any remaining outstanding commitments to private partnerships prior actions of the
partnerships and expectations as to future opportunities.

The College’s total investment return is summarized below:

2018 2017
Dividends and interest $ 731,363 $ 684,089
Realized/ unrealized gains (losses)
on investments 6,754,108 9,347,039
Management fees and other costs (386,908) (358,012)
Total return on investments 7,098,563 9,673,116
Investment income used in operations (4,499,509) (1,917,247)
Nonoperating investment income $2,599,054 $7,755,869

12



NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(5) ENDOWMENT FUNDS

The College’'s endowment consists of approximately 250
individual funds established for a variety of purposes,
including both donor restrictced endowment funds and
funds designated by the College to function as endowments
(quasi endowments).

Endowment funds share in an investment pool on a unit
market value basis. Funds are added to and withdrawn
from the pool at the then current unit market value of the
pooled assets. The College uses a total return approach to
managing endowment investments. Funds are invested to
maximize total return consistent with prudent risk without
regard to the mix of current investmentincome and realized
and unrealized gains or losses.

Giving consideration to The Uniform Prudent Management
of Institutional Funds Act (UPMIFA) of the Commonwealth
of Massachusetts, the College has prepared these financial
statements on the basis that the original gifts of the donor-
restricted endowment funds, absent explicit donor stipulations
to the contrary, must be preserved. As a result, the College
classifies as permanently restricted net assets (a) the original
value of the gifts donated to the permanent endowment, (b) the
originalvalue of subsequentgiftstothe permanentendowment,
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 the 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 College in a
manner consistent with the standard of prudence prescribed
by UPMIFA. In accordance with UPMIFA, the College considers
the following factors in determining appropriate spending
levels from donor-restricted endowment funds: duration and
preservation of the endowment fund, purposes of the College
and the endowed fund, general economic conditions, possible
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effects of inflation or deflation, expected total return from
income and the appreciation of investments, other resources
of the College, and the investment policy of the College.

Investment return is distributed for operations on a
unit share basis. The spending policy limits the annual
distribution of return based upon a twelve quarter average
marketvalue. For 2018 and 2017, the percentage distributed
was 4.5%.

In addition to the 4.5% draw, there was a board approved
draw of $250,000 for both years ended June 30, 2018 and
2017 to support a fundraising campaign. In 2015, the board
also approved $2.3 million of endowment draws to support
capital projects and early retirements for the years 2015
through 2017. Hampshire drew the final $300,000 for the
year ended June 30, 2017. In 2018, the board approved
$3.250 million of endowment draws to support a Voluntary
Separation Incentive Program as well as other financial
sustainability initiatives. Hampshire drew $2,550,000 for
the year ended June 30, 2018 and will draw the remaining
$700,000 in FY19. The draw was a transfer of money out of
quasi endowment to operations.

As a result of market declines, the fair value of certain
donor-restricted endowments may fall below original
contributed value. Deficiencies of this nature were reported
as reductions of unrestricted net assets in the amount of
$283 and $1,252 at June 30, 2018 and 2017, respectively.
Future market gains will be used to restore this reduction in
unrestricted net assets before any net appreciation above
the UPMIFA or donor required value of such funds increases
temporarily restricted net assets.

Net assets associated with endowment funds are
classified and reported based on the existence or absence
of donor imposed restrictions. Donor restricted amounts
reported below include term endowments reported
as temporarily restricted net assets; and cumulative
unspent appreciation, reported as temporarily restricted
net assets.



NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(5) ENDOWMENT FUNDS (CONTINUED)

Endowment funds, which include pooled endowment funds but exclude split interest agreements and pledges, consisted of

the following at June 30, 2018 and 2017.

TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL
June 30, 2018
Donor restricted $ (283) $11,744,738  $30,584,911 $42,329,366
Board designated (Quasi) 11,106,967 — — 11,106,967
Total $ 11,106,684 $11,744,738  $30,584,911 $53,436,333
June 30, 2017
Donor Restricted $ (1,252) $ 7,731,544  $28,229,781 $35,960,073
Board designated (Quasi) 12,501,597 — — 12,501,597
Total $ 12,500,345 $ 7,731,544  $28,229,781 $48,461,670
Changes in endowment funds for the fiscal year ended June 30, 2018 were as follows:
TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL
June 30, 2017 $12,500345 $ 7,731,544  $28,229,781 $48,461,670
Investment return 1,815,777 5,282,543 — 7,098,320
Contributions 20,722 — 2,355,130 2,375,852
Appropriated to operations (3,230,160) (1,269,349) — (4,499,509)
June 30,2018 $11,106,684 $11,744,738  $30,584,911 $53,436,333
Changes in endowment funds for the fiscal year ended June 30, 2017 were as follows:
TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL
June 30, 2016 $10,589,828 $ 2,189,767  $26,826,676 $39,606,271
Investment return 2,914,297 6,755,244 — 9,669,541
Contributions — — 1,403,105 1,403,105
Appropriated to operations (703,780) (1,213,467) — (1,917,247)
Appropriated to operations - special draw (300,000) — — (300,000)
June 30, 2017 $12,500345 $ 7,731,544  $28,229,781 $48,461,670
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(6) FUNDS HELD IN TRUST BY OTHERS

The College is irrevocably named as a beneficiary of funds held by third-party trustees, the purpose of which may be restricted
by the donor. Generally, the College will receive a specified portion of the assets remaining when the third-party trusts are
terminated. The present value of the amount to be received upon termination is recorded by the College as funds held in
trust on the statements of financial position and as contribution revenue on the statement of activities using a discount rate
of 3.79% for both 2018 and 2017. Funds held in trust by others totaled $2,481,077 and $2,490,614 at June 30, 2018 and 2017,
respectively.

(7) PROPERTY, PLANT, AND EQUIPMENT

Property, plant, and equipment consisted of the following at June 30:

USEFUL LIFE 2018 2017

Land — $ 3,877,606 $ 3,877,606
Land improvements 30 6,847,004 6,628,451
Library collection 10 7,714,850 7,667,603
Vehicles 10 1,016,545 1,013,814
Equipment 3-5 25,426,437 23,384,719
Building and building improvements 10-50 85,602,163 84,722,570

130,484,605 127,294,763
Accumulated depreciation (76,981,795) (73,907,486)

53,502,810 53,387,277

Construction in progress 225,657 2,090,554

$53,728,467 $55,477,831

Depreciation expense was $3,103,542 and $2,933,895 at June 30, 2018 and 2017, respectively.
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(8) DEBT

The College has debt agreements with a realty trust and banks for the financing of certain buildings and equipment. The College
had a debt agreement with the Department of Housing and Urban Development (HUD) which was paid in full as of June 30, 2018.
The details of the long-term debt outstanding as of June 30 are as follows:

MATURITY INTEREST RATE AT AMOUNT OUTSTANDING
ISSUE DATE JUNE 30, 2018 AND 2017 2018 2017
Realty Trust Note 2022 6.01% $ 395810 $ 470,185
HUD Project 136(D) 2018 3.00 — 120,000
Series 2012 Bond 2032 2.76 11,897,224 12,349,883
Series 2016 Bond 2046 2.80 14,850,430 15,000,000
27,143,464 27,940,068
Less: Unamortized financing costs (396,949) (426,875)
$26,746,515 $27,513,193

The HUD project, Series 2012 and 2016 Bonds, and Realty Trust debt are collateralized by certain facilities, equipment, and
premises. The College is required to meet various covenants on an annual basis with respect to its long-term debt. Interest
expense incurred on debt financing totaled $792,080 and $770,164 in 2018 and 2017, respectively.

Principal payments on all short term and long-term debt are as follows:

AMOUNT
2019 $ 904,740
2020 931,197
2021 962,528
2022 992,947
2023 973,477
Thereafter 22,378,575

$27,143,464
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(9) NET ASSETS

The composition of the categories of net assets as of June 30, 2018 and 2017 consists of:

Temporarily restricted net assets:
Accumulated net gains on permanently endowed funds
Restricted by donors for capital
Restricted by donors for programs
Contributions receivable for programs

Permanently restricted net assets:
Morgan Venture Fund
Contributions receivable for permanent endowment
Funds held in trust by others
Permanent endowment and similar funds

(10) COMMITMENTS UNDER OPERATING LEASES

The College has entered into certain operating lease agreements. Lease expense in 2018 and 2017 amounted to $209,515 and

$275,376, respectively.
Payments under these agreements are as follows:

2019
2020
2021
2022

AMOUNT

$199,176
199,176
158,943
110,617

$667,912
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2018 2017
$11,744,738 $ 7,731,542
97,698 33,729
7,195,580 8,639,662
3,225,754 5,436,116
$22,263,770 $21,841,049
$ 527,919 $ 527,678
3,038,426 3,014,311
2,481,077 2,490,614
30,584,911 28,229,781
$36,632,333 $34,262,384




NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

(11) RETIREMENT BENEFITS

Contributions made by the College for the TIAA-CREF Re-
tirement Plan were $2,087,788 and $2,185,658 during fiscal
years 2018 and 2017, respectively, for eligible and enrolled
employees based on a portion of salaries from 9.5% to 10%.
In addition, the employees enrolled in the plan contributed
a portion of their salaries ranging from 3% to 5%. The Col-
lege offered a “Voluntary Separation Incentive Program” to
its employees during 2018. Employees received one year'’s
salary as compensation and elected to receive either one
year of health insurance coverage or the College’s retire-
ment match of 9.5% of their salary as a contribution to their
TIAA retirement account. Total expenses paid by the Col-
lege for this program during 2018 were $1,385,514. Of this
amount, $1,152,844 was for salaries, $83,255 was for taxes,
$96,550 was for health insurance costs and $52,865 was for
retirement contributions.

(12) SUBSEQUENT EVENTS

The College evaluated subsequent events for potential
recognition or disclosure through January 3, 2019, the date
on which the financial statements were issued.
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