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Narrative

The year ending June 30, 2002, was a more
challenging one for Mount Holyoke College
than recent prior years. The continuing declines
in the financial markets and the economy in
general resulted in a modest decline in total
assets, the first in a number of years. Although
affected by the same negative economic trends,
operating performance remained strong, ending
the year with an operating surplus of $722,000.

Gift and grant activity proceeded at a slower
pace, but momentum continued. As of June 30,
2002, the College has raised $211.6 million in
its fundraising campaign, exceeding the goal of
$200 million. The campaign goal was increased
to $250 million, to be raised by December 31,
2003.

Facilities planning and renewal activity
continued to be an area of considerable focus for
the College. The campus master plan was
completed and work proceeded on studies of
parking and circulation and utilities planning. In
parallel with these planning efforts, several
significant  facilities  projects are being
undertaken:

e An addition to the College’s art museum
and a partial renovation of the museum
and art department facilities was
completed, providing expanded gallery
space and improved storage, teaching
and office space.

e The first phase of the work on the
science center is largely complete with
the addition of the new Kendade Hall,
open for fall semester 2002. Still in
process are renovations to Carr
Laboratory, due to reopen in January

2003, and Shattuck Hall, to be
completed for fall semester 2003.

Cleveland Hall, which connects the
three buildings, will also receive
substantial ~ renovation during the
summer of 2003. The projects will
expand the space available to the
sciences, support the greater
interconnectedness of the various
scientific  disciplines and improve
teaching, research and office spaces.
The project will be built with a focus on
environmental stewardship and will be
certified by the U.S. Green Building
Council.

e The renovation and expansion of the
Blanchard Campus Center began in June
2002. Within the building, the project
will double the size of the dining space,
concentrate the retail and social space
on the main floor, expand the space
available for student activities and
separate the dining and performance
spaces. Outside, the tennis courts
between Pratt Hall and Blanchard
Campus Center have been removed and
Lower Lake Road has been moved. The
area between Blanchard and Lower
Lake will be re-contoured and
landscaped. Like the science complex,
the Blanchard addition/renovation will
be a “green” project, certified by the
U.S. Green Building Council. The
project will be completed by September
2003.

These and a number of smaller facilities projects
resulted in an increase of $25.6 million in Land,
Buildings and Equipment. All of these efforts
represent a focused, long-term effort to reinvest
in the College’s physical assets and to enhance a
campus of extraordinary beauty.

Statement of Financial Position

The Statement of Financial Position reports the
College’s assets, liabilities and net assets for the
year. Total assets diminished modestly, by
about 3.0 percent, from $604.8 million in 2000-



01 to $586.2 million in 2001-02. The primary
areas of decline were Cash and Cash Equivalents
and Investments, both resulting from the
downturn in the financial markets. Partially
offsetting this decline were increases in Land,
Buildings and Equipment and Short-term
Investments.
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Total liabilities increased by $5.4 million as a
result of increased accounts payable caused by
the higher level of construction activity on
campus.  The primary source of liability is
bonds payable. This increase coupled with the
reduction in total assets has lowered the ratio of
assets to liabilities from 6.1/1 in 2000-01 to
5.6/1 in 2001-02. The ratio of debt as a
percentage of total assets increased slightly,
from 10.0 percent in 2000-01 to 10.3 percent in
2001-02, as a result of the decline in total assets.
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As a result, Mount Holyoke’s net assets
decreased by $24.1 million, to $481.6 million as
of June 30, 2002.
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Unrestricted net assets, which provide the
institution with the maximum flexibility,
increased slightly this past year, equaling $110.7
million at June 30, 2002, and represented 23.0
percent of total net assets.  Temporarily
restricted net assets, a category which includes
spendable invested funds whose restricted
purposes have not yet been met and
undistributed  gains  from  endowment,
represented 45.8 percent of total net assets



and ended the year at $220.7 million, down
$39.0 million from the June 30, 2001, level.
Permanently restricted net assets, representing
the original principal value of true endowment
funds, were 31.2 percent of total net assets and
ended the year at $150.2 million, up $10.1
million from the prior year.

Statement of Activities

The Statement of Activities presents the
College’s revenues and expenses for 2001-02
and reports the changes in net assets during the
year. Operating revenues increased by $7.4
million as a result of increases in net student
charges and in distributions from endowment.
The increase in distributions from endowment
represents the netting of a lower spending rate,
increased average market value and additional
debt service. Net student charges revenue
increased by $2.0 million, up 4.7 percent. The
cost of financial aid declined slightly to $22.2
million.
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Expenses were up 8.6 percent during 2001-02,
reflecting the College’s stronger financial
position and thus the ability to increase its
investment in the education of its students. The
pattern of expenditures continues to shift toward
the College’s core priorities - - - instruction,
academic support,

libraries and student services---reducing the
percentage of costs devoted to institutional
overhead. The cost of physical facilities,
including utilities, maintenance, depreciation
and interest on facilities debt, was allocated to
each functional area based on square footage
occupied.

Mount Holyoke has chosen to separate the
activities affecting the endowment from the rest
of the College’s activities and to report them in a
second section of the Statement of Activities.
This makes it possible to see both the College’s
operating activities and investment activities
each year. The endowment section of the
Statement of Activities displays the total
investment return for the year and identifies
amounts distributed for operating purposes,
which also appear in the operating section of the
schedule. Reflecting the decline in endowment
market value, total net assets decreased by $24.1
million in 2001-02.

Statement of Cash Flows

The Statement of Cash Flows provides
information on the sources and uses of cash
during the year. Mount Holyoke uses the
indirect method of presenting the cash flow
statement to make the financial statements more
comparable to those of other colleges and
universities.

Operating activities used $10.3 million in 2001-
02, up from $0.3 million from 2000-01. Cash
flow from investing activities represented a net
use of $15.5 million, up $4.2 million from the
previous year, due to increased investment in
plant and equipment. Cash from financing
activities showed a $15.0 million net addition to
cash.

Overall, cash and cash equivalents at the end of
2001-02 were $24.9 million, compared with
$35.6 million at June 30, 2001.



MOUNT HOLYOKE COLLEGE
Statement of Financial Position

June 30, 2002 and 2001 (in thousands)

2002 2001
Assets
Cash and cash equivalents $ 24,935 $ 35,640
Short-term investments 6,095 591
Accounts receivable, net 2,439 2,182
Contributions receivable, net 33,436 31,537
Inventory 669 687
Prepaid expenses 3,640 3,501
Notes receivable, net 233 182
Student loans, net 12,987 11,583
Deferred charges 757 561
Funds held by trustee under bond indenture 28,457 31,790
Land, buildings, equipment and collections, net 103,445 77,799
Investments 367,352 407,218
Other assets 1,720 1,481
Total assets $ 586,165 $ 604,752
Liabilities and net assets
Accounts payable 9,067 3,400
Accrued liabilities 4,563 2,623
Deferred revenue 2,073 1,809
Deposits 313 291
Split-interest obligations 22,652 25,216
Bonds payable 60,376 60,393
Other liabilities 1,250 1,200
Refundable advances — government student loan funds 4,265 4,155
Total liabilities 104,559 99,087
Net assets
Unrestricted 110,718 105,798
Temporarily restricted 220,660 259,696
Permanently restricted 150,228 140,171
Total net assets 481,606 505,665
Total liabilities and net assets $ 586,165 $ 604,752

The accompanying notes are an integral part of the financial statements.



MOUNT HOLYOKE COLLEGE

Statement of Activities

For the year ended June 30, 2002

With comparative totals for 2001 (in thousands)

Temporarily Permanently 2002 2001
Unrestricted Restricted Restricted Total Total
Revenues
Student tuition, room, board and other fees $ 66,844 $ 66,844 $ 65,000
Less student aid (22,207) (22,207) (22,345)
44,637 44,637 42,655
Contributions 7,436 $ 8,108 $ 781 16,325 18,138
Grants and contracts 245 3,004 3,249 3,344
Other revenue 1,292 220 51 1,563 1,772
Change in value of split-interest agreements (668) (115) (783) (917)
Use of endowment 8,768 16,256 25,024 18,152
Net assets released from program restrictions 34,552 (34,552)
Other changes 238 238 (266)
96,930 (7,394) 717 90,253 82,878
Expenses
Instruction and research 34,302 34,302 31,863
Academic support and libraries 9,831 9,831 9,837
Student services, residence halls and food service 26,776 26,776 21,968
Fund raising and alumnae relations 5,362 5,362 5,138
Institutional support 5,854 5,854 4,502
Other deductions 1,399 1,399 3,584
83,524 83,524 76,892
13,406 (7,394) 717 6,729 5,986
Endowment and similar net assets
Contributions 9 6,824 6,833 7,052
Total investment return (1,342) (14,330) (32) (15,704) (31,339)
Endowment utilized for operations (8,768) (16,256) (25,024) (18,152)
Other changes 1,624 (1,065) 2,548 3,107 4,710
(8,486) (31,642) 9,340 (30,788) (37,729)
Total change in net assets before extraordinary item 4,920 (39,036) 10,057 (24,059) (31,743)
Extraordinary loss on debt refinancing (757)
Total change in net assets 4,920 (39,036) 10,057 (24,059) (32,500)
Net assets, beginning of year 105,798 259,696 140,171 505,665 538,165
Net assets, end of year $ 110,718 $ 220,660 $ 150,228 $ 481,606 $ 505,665




MOUNT HOLYOKE COLLEGE
Statement of Cash Flows
For the years ended June 30, 2002 and 2001 (in thousands)

2002 2001

Cash flow from operating activities
Decrease in net assets $ (24,059) $ (32,500)
Adjustments to reconcile increase in net assets

to net cash used in operating activities

Depreciation and amortization 7,191 6,702
Contributions restricted for investments (11,595) (17,126)
Gifts in kind (22) (340)
Change in value of split interest obligations 21 (593)
Realized and unrealized losses on investments 25,310 39,887
Gain on disposal of plant assets (70) (383)
Extraordinary loss 0 757
Changes in operating assets and liabilities
Short term investments (5,504) 30
Accounts receivable (257) (888)
Contributions receivable (1,899) 2,818
Inventory and prepaid expenses (121) (149)
Deferred charges (296) (551)
Other assets and liabilities (189) 0
Accounts payable and accrued liabilities 3,507 (135)
Deferred revenue and deposits 286 1,105
Change in split interest obligations (2,564) 1,036
Net cash used in operating activities (10,261) (330)
Cash flow from investing activities
Purchase of plant and equipment (28,654) (19,316)
Proceeds from sale of plant assets 92 725
Net change in loans and notes receivable (1,455) (932)
Purchases of investments (255,269) (312,055)
Proceeds from sales and maturities of investments 269,825 320,273
Net cash used in investing activities (15,461) (11,305)

Cash flow from financing activities
Proceeds from contributions for

Investment in endowment 6,824 6,837
Investment in planned giving 1,227 3,345
Plant and equipment 3,544 6,944
Student loans 0 1
Change in value of split interest obligations (21) 593
Increase in federal student loan funds 110 134
Bonds, retirements and new issues 0 43566
Payments on bonds payable and line of credit 0 (2245)
Change in funds held by trustee under bond indenture 3333 (31790)
Net cash provided by financing activities 15017 27385
Net change in cash and cash equivalents (10705) 15750
Cash and cash equivalents, beginning of year 35,640 19,890
Cash and cash equivalents, end of year $ 24,935 $ 35,640

Supplemental disclosure
Interest paid $ 1,661 $ 1,553
Fixed asset purchases included in accounts payable 5,742 1,642

The accompanying notes are an integral part of the financial statements.



MOUNT HOLYOKE COLLEGE
Notes to Financial Statements

1. Accounting Policies

a. Description of Organization

Mount Holyoke College (the “College™) is an independent, residential, liberal arts college. A
pioneer and leader in the world-wide education of women since its founding in 1837, the College
is the oldest continuing institution of higher learning for women in the nation. The College
qualifies as a tax-exempt not-for-profit organization under section 501(c)(3) of the Internal
Revenue Code. Accordingly, no provision for federal income taxes has been made.

b. Basis of Financial Presentation

The financial statements have been prepared on the accrual basis of accounting. The preparation
of financial statements in conformity with accounting principles generally accepted in the United
States of America 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 or expenses during the
reporting period. Actual results could differ from those estimates.

The financial statements include certain prior-year summarized comparative information in total
but not by net asset class. Such information does not present the College’s complete prior year
financial condition and results, and accordingly, such information should be read in conjunction
with the College’s financial statements for the year ended June 30, 2001, from which the
summarized information was derived.

c. Classification of Net Assets

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

Permanently Restricted — Net assets subject to donor-imposed stipulations that
they be maintained permanently by the College.

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.

Unrestricted — Net assets that are not subject to donor-imposed
stipulations.  Net assets may be designated for
specific purposes by action of the Board of Trustees
or may otherwise be limited by contractual
agreements with outside parties.

Following is a reconciliation (in thousands) between institutional equity by fund as of June 30,
2002 and June 30, 2001 and the College’s net asset balances in the accompanying statement of
financial position.



MOUNT HOLYOKE COLLEGE
Notes to Financial Statements (continued)

Institutional Equity Net Assets
Temporarily Permanently
Fund Unrestricted Restricted Restricted
Balances Liability Net Assets Net Assets Net Assets
June 30, 2002
Current unrestricted $ 2,635 $ 2,635
Current restricted 13,693 $ 13,693
Permanent/term endowment 288,852 163,135 $ 125,717
Quasi-endowment 69,128 $ 2,065 44,711 22,352
Living trust funds 36,447 22,652 2,846 6,861 4,088
Unexpended plant
Unrestricted 2,541 2,541
Restricted 554 554
Investment in Plant 55,181 55,181
Student Loan Funds 8,120 4,265 2,804 1,051
$ 477,151 28,982 110,718 206,595 130,856
Contributions receivable 11,608 19,372
Grants receivable 2,457

$ 28,982 $ 110,718 $ 220,660 $ 150,228

Institutional Equity Net Assets
Temporarily Permanently
Fund Unrestricted Restricted Restricted
Balances Liability Net Assets Net Assets Net Assets
June 30, 2001
Current unrestricted $ 6,014 $ 6,014
Current restricted 12,118 $ 12,118
Permanent/term endowment 309,292 192,998 $ 116,294
Quasi-endowment 79,180 $ 1,200 53,861 24,119
Living trust funds 38,924 25,216 2,182 7,396 4,130
Unexpended plant
Unrestricted 2,191 2,191
Restricted 10,277 10,277
Investment in Plant 39,002 39,002
Student Loan Funds 7,703 4,155 2,548 999
$ 504,701 30,571 105,798 246,908 121,423
Contributions receivable 11,224 18,748
Grants receivable 1,565

$ 30,571 $ 105,798 $ 259,696 $ 140,171

Accumulated net realized and unrealized gains of endowment and similar funds included in
temporarily restricted net assets were approximately $175,615,000 and $206,483,000 as of June
30, 2002 and 2001, respectively.
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