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The 2005–2006 fiscal year,
which ended on June 30,
2006, was one in which

Swarthmore College’s enviable
financial position gained further
strength. Net assets increased by
$94.4 million as the endowment
generated positive investment
returns, and gifts to the College
brought the capital campaign close
to its successful completion. Total
expenditures for the year were
$106.4 million, in addition to $17.3
million in scholarships awarded
under the financial aid program.

This report reviews the financial
results of the past year. The College
was pleased to welcome Eileen
Petula, CPA, as controller. Eileen
joined the College in November
2005 upon the retirement of
Christina Mahoney.

At the end of the fiscal year, Marc
Sonnenfeld ’68 finished his term as
chair of the Audit Subcommittee of
the Finance Committee of the Board
of Managers. Richard Barasch ’76
succeeded Marc as chair. Marc
began service on the Audit Subcom-
mittee at its inception in 1990, at
which time trustee audit committees
were relatively uncommon among
institutions of higher education. The
College’s Audit Subcommittee has
remained in the forefront of devel-
opments in this area by adapting
“best practices” from the corporate
world. Over the past several years,
the Audit Subcommittee has devel-
oped enhanced conflict of interest
policies, expanded its oversight of
internal control and risk manage-
ment, and increased the number of
regular meetings each year from
three to four. None of these was in
response to a particular problem.
Rather, they exhibit the College’s

commitment to the importance of
the role of the Audit Subcommittee. 

Chart 1 presents longer-term sta-
tistical information on the College.
Further information is presented on
the College’s Web site at www.swarth-
more.edu/admin/investment_office.

REVENUES

The cost of educating a student (i.e.,
total expenditures per student,
excluding financial aid) at Swarth-
more in the 2005–2006 fiscal year
was $73,691, as shown in Chart 2.
Revenues from student charges, net
of financial aid, provided 36 percent
of total revenues. As in recent years,
however, the endowment provided
the largest source of revenues at 
43 percent. Gifts and grants for cur-
rent needs, including Annual Fund
gifts, provided 14 percent with other
miscellaneous sources of income at
7 percent.

Average on-campus enrollment
for the year was 1,368 students. In
addition, 151 students pursued for-
eign study for an average of 76
students per semester. Of the on-
campus students, 1,303 (more than
95 percent) lived in College housing.
This continued a trend of a greater
portion of students electing to live in
residence halls than in the recent
past. Many factors accounted for
this trend—campus technology, din-
ing service options, and residential
life programs, to name a few.

Tuition, fees, room, and board for
2005–2006 totaled $41,280 per stu-
dent, an increase of 4.75 percent
from the year before. Students
receiving College scholarships were
50 percent of the student body with
an average scholarship of $22,681.
College scholarships continue to
grow at a faster rate than student
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CHART 1
STATISTICAL REVIEW OF SWARTHMORE COLLEGE

(for years ended June 30)

1970 1980 1990 1995 2000 2005 2006

STUDENT CHARGES
Average on-campus enrollment   1,097 1,298 1,281 1,306 1,356 1,373 1,368
Average foreign-study enrollment1 80 75 76
Comprehensive charges ($) 3,435 7,080 19,450 25,900 31,690 39,408 41,280
Total expenditures and mandatory transfers, 7,160 14,891 46,537 66,177 92,721 116,346 123,677

including financial aid ($000)
Per student ($) 6,527 11,472 36,329 50,672 64,569 80,349 85,649
Per student, excluding financial aid ($) 5,983 10,330 31,795 43,969 55,718 69,212 73,691
Student charges as percentage of

budget/student, excluding financial aid 57 69 61 59 57 57 56

ADMISSIONS DATA
Applications completed 2,332 1,866 3,233 3,483 3,956 4,085 4,852
Percentage accepted 23 40 32 34 24 22 19
Percentage enrolled (of those accepted) 57 44 34 30 39 42 40

FINANCIAL AID DATA
Percentage of students receiving

need-based Swarthmore scholarships 36 39 45 48 51 50 50
Average Swarthmore scholarship ($) 1,504 2,478 8,661 12,559 17,070 21,255 22,681
Average Swarthmore scholarship

as percentage of charges 44 35 45 48 54 54 55
Average financial need ($) N/A 4,108 12,580 17,756 22,922 27,020 28,537
Average Swarthmore scholarship as

percentage of average need N/A 60 69 71 74 79 79

GIFTS AND GRANTS RECEIVED2

Annual giving ($000) 361 1,000 2,035 2,194 3,439 4,576 4,750
Other gifts and bequests ($000) 1,076 4,259 9,982 23,639 14,656 16,791 21,168
Government grants ($000) 321 1,493 2,092 2,252 2,014 1,938 2,521
Total ($000) 1,758 6,752 14,109 28,085 20,109 23,305 28,439
Annual Fund participation (%) 42.2 48.5 58.5 51.6 55.3 53.4 55.2

ENDOWMENT
Original value ($000) 17,982 26,559 80,649 106,190 155,070 261,867 283,412
Market value ($000) 48,514 91,557 336,224 536,430 963,676 1,164,069 1,245,281
Unit market value ($)3 37.29 61.50 181.75 272.22 473.10 520.13 548.29

Distribution/unit ($) 1.41 2.20 6.44 9.58 14.77 19.86 21.67

DEBT OUTSTANDING ($000) 0 0 37,215 66,893 78,632 164,806 160,897

1 Reflects a change in payment and accounting procedures
2 Gift total may differ from those reported in the audited financial statements, primarily because of treatment of pledges received.
3 Primary pool
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charges overall. Scholarships now
account for 29.1 percent of total stu-
dent revenues; this percentage has
continued to grow each year. There
are several reasons for this growth—
Admissions Office efforts to improve
economic diversity, national dispari-
ties in family income growth and the
widening income gap, little growth
in government aid, and the College’s
efforts to keep loan expectations
manageable for students.

Last year, $52.1 million, support-
ing 43 percent of the budget, was
spent from the endowment. As
shown in Chart 3, the spending rate
from the primary pool of the endow-
ment was 4.17 percent of the market
value at the beginning of the year.
This was a slight increase from the
4.08 percent of the year before but
below the 4.25 percent midpoint of
the target range. Assuming invest-
ment returns are similar to long-
term historical returns, remaining
within the target range maintains
the purchasing power of the endow-
ment, thus ensuring sustainable

endowment support for the budget

in future years.

In addition to the 79 percent of

the budget supported by student rev-

enues and endowment support, gifts

and grants provided 14 percent, and

other sources of income provided 

7 percent. Over the past year, the

College budget has benefited from

higher interest income as rates have

risen, higher fees from a greater

number of applications, and higher

indirect cost recoveries related to a

higher level of federal grant activity.

EXPENDITURES

As shown in Chart 2, compensation

for faculty and staff continued to

constitute the largest portion of

expenditures at 57 percent in

2005–2006. The College is commit-

ted to maintaining competitive

compensation for both faculty and

staff. In recent years, competitive

pressures have been felt mostly in

fringe benefits. Increases in the

costs of health insurance, although

slowing somewhat, were more than

CHART 2
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twice the inflation rate last year. The
College provides coverage for full-
time employees and contributes
toward the cost of family members.
Despite the escalating costs of health
insurance, the College was able last
year to increase its contribution to
employees’ coverage correspond-
ingly. In addition, the College’s
contribution to employees’ retire-
ment accounts was increased to 9.5
percent of salary. The target of 10
percent was reached in the
2006–2007 fiscal year. 

The budget in 2005–2006 also
included increases in compensation
for the lowest paid staff. This
included salary adjustments as well
as the cost of additional health care
coverage.

In the process of developing the
budget for 2005–2006, one of the
highest priorities was achieving
compensation objectives. Meeting
cost pressures related to other bud-
geted expenses was also necessary.
This past year, continuing with the
practice of recent years, there were
no across-the-board budget adjust-
ments. Rather, departments were
asked to submit justification for any
increase to their budgets. Some of
the areas requiring budget increases
were related to the higher costs of
utilities, real estate taxes on rental
properties, food, periodicals, other
materials costs in the library, and
admissions publications and 
communications.

After the items mentioned above,
there was little funding left for other
needs. However, the College was
able to implement the second of
four steps to improve funding for
the technology infrastructure (com-
puter hardware and software, the
telephone system, and the campus

network) and to add a new staff
position to Information Technology
Services. The College has also
embarked on a project to redesign
its Web site and has invested in
staffing and technology to imple-
ment and maintain it. In addition,
start-up funding for new faculty was
also increased in response to
increased needs, particularly for 
faculty in the sciences.

The budget also provides an
annual allocation for the longer-
term facilities and technology
capital budgets. Some of the major
projects completed over the past
year were renovation of the biology
greenhouse and laboratory, refur-
bishment of classrooms in
Beardsley Hall, new shelving and
other improvements in McCabe
Library, infrastructure work to pre-
pare for installing air conditioning
in Sharples Dining Hall, and the
partial installation of a new cam-
puswide phone system. In addition
to these projects funded from the
annual capital budget, the College
has completed an unprecedented
level of new facilities construction/
major renovation over approxi-
mately the last 5 years with the
completion of the science center,
the renovation of Parrish Hall, and
the construction of the new Alice
Paul ’05 Residence Hall.

ADMISSIONS

The College received 4,852 com-
pleted applications for the Class of
2010, an 18.8 percent increase over
the prior year. Factors contributing
to this increase were the tendency of
students to send out more applica-
tions, demographic factors (i.e.,
greater numbers of high school
seniors), and the ease of applying
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on-line. Importantly, intensive
admissions outreach and increased
recognition of the College’s distinc-
tive qualities have also had a
significant impact in generating the
highest number of applications ever
received.

The College accepted 923 stu-
dents for a 19 percent selectivity
rate, down from 22 percent the year
before. With a 40 percent yield on
acceptances, the incoming first-year
class was 370 students, representing
42 states and the District of
Columbia along with 20 foreign
countries. This class was also the
first class to experience the new 3-
part SAT testing. Its median scores
were 725-verbal, 710-math, and
710-writing.

THE MEANING OF 
SWARTHMORE

In the past fiscal year, $28.4 million
in gifts were received, an increase
from the $23.3 million of the year
before and the highest 1-year total
ever.1 As of June 30, 2006, The
Meaning of Swarthmore had raised
$220.8 million in gifts and pledges
toward the $230 million goal.

At the Board of Managers meet-
ing on Sept. 30, President Alfred H.
Bloom was pleased to announce
that the capital campaign had met
its dollar goal with 87 percent of
alumni contributing. The campaign
would continue, however, through

the scheduled Dec. 31, 2006 close to
meet several campaign goals that
have not yet been fully funded. In
communicating this success to the
community, President Bloom out-
lined the vital impact the campaign
has had on campus:

“The campaign has funded 10
new tenure-track and several non-
tenure track faculty positions; has
created five new second-semester
faculty leaves; has made possible
supporting each varsity sport with a
full-time coach; has underwritten
the additional cost of the revised
Honors Program; and has helped set
in place the new curricular direc-
tions identified in the academic
planning process that led to the cam-
paign, namely, cognitive science,
film and media studies, and Islamic
studies. It has enabled us to build
our state-of-the-art science center
and the much-appreciated Alice Paul
’05 Residence Hall, importantly
improved our athletic facilities, and
restored Parrish Hall as the architec-
tural heart of the College. It has
established the Lang Center for Civic
and Social Responsibility and cre-
ated the Board of Managers’ Pericles
Fund that assists student initiatives
aimed at socially significant ends.  It
has created the position of associate
dean for multicultural affairs, built
endowments to support religious
advising, expanded the scope and
impact of the Career Services Office,
opened further personal develop-
ment opportunities for our staff,
enhanced student recruitment
efforts, and raised $28 million for
the College’s core commitments to
need-blind admissions and financial
aid. Moreover, it has drawn a great
many alumni, parents, and friends
closer to the College, increased the

1A total of $35.7 million in gifts was

recognized in the financial statements

according to generally accepted

accounting principles. The difference

between this and the $28.4 million 

discussed in this report is related 

primarily to the treatment of pledges

and government grants.
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Annual Fund to record levels, and

heightened recognition of the finan-

cial challenges Swarthmore will

constantly face.”

ENDOWMENT

The market value of the endowment

as of June 30, 2006, was $1.245 bil-

lion. The investment return on the

endowment for the year was 10 per-

cent. This was right in line with the

College’s long-term return expecta-

tions. Interestingly, returns on

specific asset classes last year

favored international equity and

alternative assets, while domestic

equities had less favorable returns.

The gradual diversification of the

College endowment away from

domestic public equities was a posi-

tive influence on the year’s returns.

The endowment’s returns over

longer periods of time are shown in

Chart 4.

The College’s strategic asset allo-

cation targets are shown in Chart 5,

and the historical asset allocation is

shown in Chart 6. Of more impor-

tance than the asset allocation itself,

however, is the quality of the invest-

ment funds and partnerships in

which the College invests. As more

investors search for attractive oppor-

tunities in the alternative asset area

(i.e., private equity, marketable

alternatives, and real assets), it

becomes more difficult to secure a

place in the most attractive vehicles.

Endowments generally, though, and

institutions of Swarthmore’s caliber

in particular, are desired investors;

and the College has constructed a

portfolio managed by high-quality

firms with good historical results.

Investment theory promotes

diversification as a way to improve

risk-adjusted return on a total

endowment basis. However, specific

investments in some of these areas,

in and of themselves, may be risky.

For this reason, the Investment

Committee has focused on ensuring

that the endowment has strong risk

controls in place. Governance and

decision-making policies; invest-

ment monitoring and due diligence;

and limiting the size of any one

investment are examples of the

CHART 4
AVERAGE ANNUAL RETURNS

(for the Periods Ended June 30)

Total CPI
1

Real
Year(s) Period Return (%) Inflation (%) Return2 (%)

1 2005-2006 10.0 4.3 5.7
3 2003-2006 13.1 3.4 9.7
5 2001-2006 8.2 2.7 5.5
10 1996-2006 9.6 2.6 7.0
15 1991-2006 11.6 2.7 8.9
20 1986-2006 11.4 3.1 8.3
25 1981-2006 12.5 3.3 9.2
30 1976-2006 13.3 4.3 9.0

Note: Return figures are net of fees after 1993.
1CPI = Consumer Price Index.
2Real return = total return minus CPI. Swarthmore’s real return goal is 5.75%.



areas in which the Investment Com-
mittee has established procedures to
maintain a low-risk approach to
alternative assets.

During the past year, the College
added 10 private equity partnerships
and two marketable alternative
managers (i.e., hedge funds). It also
expanded its strategy for real assets
such as real estate, timber, and
energy investments, and added one
energy partnership.

In June 2006, the Investment
Committee decided to reduce the

allocation to fixed income securities
from 20 percent to 15 percent. The 5
percent reduction will be imple-
mented over the coming year, and
increases to other asset classes will
be determined.

The Investment Office has also
been pleased to see student interest
in investment matters. The Commit-
tee on Investor Responsibility,
which includes several students,
made recommendations to the
Investment Committee on proxy 
voting. More information on this
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CHART 6
SWARTHMORE COLLEGE ENDOWMENT

HISTORY OF ASSET ALLOCATION

1960 1970 1980 1990 2000 2005 2006
Common Stocks

Domestic Stocks (%) 73 80 81 56 55 41 38
International Stocks (%) 0 0 0 13 20 18 18

Private Equity (%) 0 0 0 5 3 7 10
Marketable Alternatives (%) 0 0 0 3 3 9 9
Real Assets (%) 6 3 3 2 1 4 6
Fixed Income/Cash (%) 21 17 16 21 18 21 19

100 100 100 100 100 100 100

CHART 5
ASSET ALLOCATION

June 30, 2006

Actual Percentage Long-Term
of Total Target

Domestic Equity 38.3 30.0
International Equity 18.1 15.0
Marketable Alternatives 9.5 10.0
Private Equity 9.9 15.0
Real Assets 5.1 10.0
Other Equity* 0.4 5.0

Total Equity & Alternatives 81.3 85.0

U.S. Bonds 18.2 15.0

Cash Equivalents 0.4 0.0

Total Fund 100.0 100.0

*During the June 2006 Investment Committee Retreat, the Committee approved a 5% reduction in

the bond allocation from 20% to 15%. Total equity was increased from 80% to 85%. 

The addition to equity has not been further allocated.
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committee’s work can be found at
the following Web site: www.swarth-
more.edu/admin/investment_office.

In addition, an investment club
for students was formed last year
under the direction of the Invest-
ment Office.

DEBT FINANCING

Although Swarthmore did not have
any new financing in the past fiscal
year, there was a major effort to
develop a debt policy for the College.
This was approved by the Invest-
ment and Finance Committees and
the Board of Managers in May 2006.
This is part of a continuing objective
to extend the disciplined endow-
ment management approach the
College has achieved to the broader
area of asset/liability management.
The ad hoc committee that worked
on this policy was comprised of
members from the Finance and
Investment committees. After the
debt policy was completed, the
group then focused on developing a
specific debt strategy for the next
few years. It discussed such topics
as the mix of fixed and variable rate
debt, the possibility of the College
financing some upcoming projects
in the capital budget with tax-
exempt debt, and refinancing
opportunities. Tentative conclusions
were that some modest additions to
the College’s debt level ($160.9 mil-
lion at June 30, 2006) were
economically attractive and that the
current interest-rate environment

was making it attractive to refinance
some existing debt to save money
and lock in current rates for upcom-
ing maturities. Specific plans to
implement these during fall 2006
were being developed.

CONCLUSION

Building and maintaining the Col-
lege’s financial strength takes
significant effort on the part of
many people. Sound investment
management of the College’s endow-
ment and the generosity of donors
who support the College financially
are essential. The construction of
balanced budgets that carefully allo-
cate resources to the most essential
priorities is needed. Furthermore,
commitment to provide equitably
for present as well as future genera-
tions through the allocation of
resources, endowment spending
practices, and the maintenance of
facilities and technology is crucial.
None of this would be possible with-
out committed staff, faculty, Board
members, alumni, and students,
each of whom has contributed to
these efforts in some way—whether
through daily job responsibilities,
serving on committees, making or
soliciting donations, or participating
in the College’s governance. 

Suzanne P. Welsh
Vice President for 
Finance and Treasurer
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Swarthmore College is responsible for the preparation, integrity and fair
presentation of its published financial statements. The accompanying
financial statements have been prepared in accordance with accounting

principles generally accepted in the United States and, as such, include
judgments and estimates of management. Swarthmore College also prepared
the other information included in the 2005–2006 Financial Report and is
responsible for its accuracy and consistency with the financial statements.

Management is also responsible for establishing and maintaining effective
internal control over financial reporting. The internal control system is aug-
mented by written policies and procedures. The Audit Subcommittee of the
Finance Committee of the Board of Managers provides oversight to manage-
ment’s conduct of the financial reporting process.

Management believes that Swarthmore College maintained an effective
internal control system over financial reporting for the fiscal year ended June
30, 2006 and, further, that the financial statements fairly represent the finan-
cial condition of the College as of June 30, 2006 and the operating results and
cash flows for the year ended June 30, 2006.

Suzanne P. Welsh 
Vice President for Finance and Treasurer

Eileen E. Petula
Controller
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Report of
Independent
AUDITORS

To the Board of Managers 
of Swarthmore College:

In our opinion, the accompanying consolidated statements of financial
position and the related consolidated statements of income, expenses and
changes in net assets and cash flows present fairly, in all material

respects, the financial position of Swarthmore College (the “College”) as of
June 30, 2006 and 2005, and the changes in its net assets and its cash flows for
the years then ended in conformity with accounting principles generally
accepted in the United States of America. These financial statements are the
responsibility of the College’s management. Our responsibility is to express an
opinion on these financial statements based on our audits. We conducted our
audits of these statements 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 of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

As discussed in Note 1 to the consolidated financial statements, the College
changed its method of accounting for conditional asset retirement obligations
in 2006.

PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
September 11, 2006
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CONSOLIDATED
StatementS 
of FINANCIAL
POSITION

as of 

June 30, 2006 and 2005

(in thousands)

See accompanying notes to 

consolidated financial statements.

ASSETS 2006 2005

Cash and cash equivalents $      11,910 $        8,842 

Accounts receivable, net 1,413 914 

Prepaid expenses and inventories 3,124 2,783 

Accrued interest receivable 3,281 3,561 

Collateral on loaned endowment securities 48,831 52,783 

Contributions receivable 24,864 14,606 

Student loans receivable, net 2,806 2,656 

Employee mortgages receivable 13,406 12,562 

Assets restricted to investment in 

property and equipment 673 6,979 

Property and equipment, net 221,133 216,295 

Investments, at market

Endowment 1,196,921 1,112,506 

Loaned endowment securities 48,361 51,563 

Life income and annuity 44,866 44,550 

Other 19,402 17,970 

Total assets $1,640,991 $1,548,570 

LIABILITIES

Accrued compensation $        5,957 $        5,598 

Payables and other accruals 7,714 8,716 

Loan of collateral on loaned endowment securities 48,831 52,783 

Student deposits 1,549 1,802 

Deferred payments and other liabilities 32,628 25,866 

Refundable government loan funds 1,742 1,742 

Bonds and notes payable 160,897 164,806 

Total liabilities 259,318 261,313 

NET ASSETS

Unrestricted $    500,492 $    461,557 

Temporarily restricted 738,273 702,098 

Permanently restricted 142,908 123,602 

Total net assets 1,381,673 1,287,257 

Total liabilities and net assets $1,640,991 $1,548,570 
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CONSOLIDATED
StatementS 
of INCOME,
EXPENSES, AND
CHANGES IN
NET ASSETS

for the year ended 

June 30, 2006

(in thousands)

See accompanying notes to 

consolidated financial statements.

Temporarily  Permanently Total 

Unrestricted  Restricted  Restricted 2006

Revenues and other support

Student tuition and fees $   46,650 $ X $   X $ 46,650

Room and board 12,725 12,725

Less student aid (17,267) (17,267)

Net student tuition and fees 42,108 — — 42,108

Revenues from investments

Endowment spending distribution 49,386 2,695 52,081

Other 1,502 1,502

Private gifts and grants 15,745 3,542 16,427 35,714

Government grants 617 1,813 2,430

Net realized and unrealized 

gains (losses) on investments, 

net of endowment spending 19,655 40,842 60,497

Other additions 6,519 945 7,464

Change in present value of 

life income funds (248) (248)

Maturities of annuity and 

life income funds 1,187 (1,640) 453 —

Transfers among net asset classes (871) (1,555) 2,426 —

Net assets released from restrictions 10,219 (10,219) —

Total revenues and 

other support 146,067 36,175 19,306 201,548 

Expenses and other deductions:

Instruction 37,711 37,711 

Academic support 13,937 13,937 

Student services 11,085 11,085 

Institutional support 20,133 20,133 

Auxiliary activities 18,854 18,854 

Research and public service 4,690 4,690 

Total expenses and 

other deductions 106,410 — — 106,410 

Increase in net assets before 

cumulative effect of the change 

in accounting principle 39,657 36,175 19,306 95,138 

Less:  cumulative effect of the change 

in accounting principle (Note 1) 722 — — 722 

Increase in net assets 38,935 36,175 19,306 94,416 

Net Assets, June 30, 2005 461,557 702,098 123,602 1,287,257 

Net Assets, June 30, 2006 $500,492 $738,273 $142,908 $1,381,673 
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for the year ended 

June 30, 2005

(in thousands)

See accompanying notes to 

consolidated financial statements.

Temporarily  Permanently Total 

Unrestricted  Restricted  Restricted 2005

Revenues and other support

Student tuition and fees $   44,730 $   X $   X $    44,730 

Room and board 12,040 12,040 

Less student aid (16,127) (16,127)

Net student tuition and fees 40,643 — — 40,643 

Revenues from investments

Endowment spending distribution 43,974 3,455 47,429 

Other 1,047 1,047 

Private gifts and grants 11,149 4,316 6,451 21,916 

Government grants 725 1,273 1,998 

Net realized and unrealized 

gains (losses) on investments, 

net of endowment spending 15,386 57,228 72,614 

Other additions 6,951 933 7,884 

Change in present value 

of life income funds (234) (234)

Maturities of annuity and 

life income funds 609 (624) 15 —

Transfers among net asset classes 717 (2,225) 1,508 —

Net assets released 

from restrictions 5,545 (5,545) —

Total revenues and 

other support 126,746 58,577 7,974 193,297 

Expenses and other deductions:

Instruction 34,940 34,940 

Academic support 13,844 13,844 

Student services 10,325 10,325 

Institutional support 18,519 18,519 

Auxiliary activities 18,107 18,107 

Research and public service 4,484 4,484 

Total expenses and 

other deductions 100,219 — — 100,219 

Increase in net assets before 

cumulative effect of the change 

in accounting principle 26,527 58,577 7,974 93,078 

Less:  cumulative effect of the change 

in accounting principle (Note 1) — — — —

Change in net assets 26,527 58,577 7,974 93,078 

Net Assets, June 30, 2004 435,030 643,521 115,628 1,194,179 

Net Assets, June 30, 2005 $461,557 $702,098 $123,602 $1,287,257 
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CONSOLIDATED
STATEMENTS OF
CASH FLOWS

for the years ended 

June 30, 2006 and 2005

(in thousands)

See accompanying notes to 

consolidated financial statements.

2006 2005

Cash flows from operating activities

Change in net assets $   94,416 $   93,078 

Adjustments to reconcile change in net assets to 

net cash provided by operating activities

Depreciation 6,568 6,060 

Amortization of bond premium (1,245) (260)

Gifts received for long-term investments (20,741) (11,205)

Net unrealized and realized (gains) and losses (98,083) (104,682)

Change in student loan reserve 125 —

Changes in operating assets and liabilities

Change in accounts receivable, contributions 

receivable, accrued interest receivable, 

prepaid expenses and inventories (10,818) (1,299)

Change in student deposits, payables and accruals (2,017) (3,482)

Net cash used by operating activities (31,795) (21,790)

Cash flows from investing activities

Payments for property and equipment (10,285) (21,109)

Use of assets restricted to investment in

property and equipment (10) (2,554)

Receipt of assets restricted to investment in

property and equipment 6,316 13,613 

Proceeds from sale of investments 816,559 653,528 

Purchase of investments (801,437) (635,956)

Student loans and employee mortgages advanced (2,770) (1,758)

Payments on students loans and employee mortgages 1,651 2,023 

Net cash provided by investing activities 10,024 7,787 

Cash flows from financing activities

Gifts received for long term investment 20,741 11,205 

Change in deferred payments 6,762 5,953 

Advance from U.S. Government for student loans — 19 

Proceeds from bonds and notes payable — —

Payments on bonds and notes payable (2,664) (2,553)

Net cash provided by financing activities 24,839 14,624 

Change in cash and cash equivalents 3,068 621 

Cash and cash equivalents, beginning of year 8,842 8,221 

Cash and cash equivalents, end of year $ 11,910 $   8,842 

Non-cash capital expenditures in accounts payable $     1,121 $     1,696 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
June 30, 2006 and 2005 (dollars in thousands)

Swarthmore College (the College) is a private coeducational college of
liberal arts and engineering located in Swarthmore, Pennsylvania.

1. SUMMARY OF SIGNIFICANT ACCOUNTING
AND REPORTING POLICIES

Reporting Entity
The consolidated financial statements of Swarthmore College include
a wholly-owned, for-profit company, Marjay Productions, Inc., which
was received as a bequest by a donor. The purpose of Marjay
Productions, Inc. is to hold copyrights to the donor’s works and
receive royalties and its operations are insignificant to Swarthmore
College as a whole. 

Basis of Presentation
The College’s consolidated financial statements have been prepared in
accordance with Statement of Financial Accounting Standards No.
117, Financial Statements of Not-for-Profit Organizations (“SFAS No.
117”). 

SFAS 117 requires that net assets, revenues, gains, expenses and
losses be classified as unrestricted, temporarily restricted or
permanently restricted based on the existence or absence of donor-
imposed restrictions as follows:

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.

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

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

Expenses are generally reported as decreases in unrestricted net
assets. Expirations of donor-imposed stipulations that simultaneously
increase one class of net assets and decrease another are reported as
reclassifications between the applicable classes of net assets. Fund-
raising expenses are not separately disclosed since they are below the
threshold of materiality.

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements. Estimates
also affect the reported amounts of revenues and expenses during the
reporting periods. Actual results could differ from those estimates.

Reclassification 
Certain 2005 amounts have been reclassified in our consolidated
financial statements to conform to the 2006 presentation.

Cash Equivalents
Cash equivalents are readily convertible to cash and have a maturity
date of three months or less. Pooled endowment fund cash
equivalents invested with managers are classified as investments.

Investments
The College’s investments are recorded in the following manner:

Investments Values as Recorded
Equity securities and debt securities

Separately managed At quoted market value
Commingled funds At quoted market value or

fair value as determined by
investment managers

Private equity and other investments Estimated fair value
determined by the
general partner, if available,
otherwise at cost    

Realized gains or losses on sales of securities are based on average cost.

The majority of private equity and other investments are carried
at estimated fair value provided by the management of the private
equity investment partnerships or funds as of March 31, 2006 and
2005, as adjusted by cash receipts, cash disbursements, and securities
distributions through June 30, 2006 and 2005.

The College believes that the carrying amount of its private
equity and other instruments is a reasonable estimate of fair value as
of June 30, 2006 and 2005. Because private equity and other
investments are not readily marketable, the estimated value is subject
to uncertainty and, therefore, may differ from the value that would
have been used had a ready market for the investments existed and
such differences could be material. The amount of gain or loss
associated with these investments is reflected in the accompanying
consolidated financial statements. 

Endowment Spending Distribution
The Board of Managers sets the level of distribution of endowment
return annually. Beginning in 2000, the level of distribution for the
primary pool is to increase each year by the estimated growth in
College costs, which is approximately inflation (as measured by the
change in the Consumer Price Index) plus 1 1/2%. The endowment
spending distribution on the secondary pool is set at the total
expected long-term return on the endowment, which is presently
estimated to be 8% of the market value of the pool. 

In fiscal years 2006 and 2005, the distribution of the endowment
income exceeded the net yield (interest and dividends less fees)
generated by endowment fund investments; therefore, $37,585 and
$32,067 respectively, of net realized gains were allocated to revenues
from investments, endowment spending distribution. 

Net realized and unrealized gains on permanently restricted
investments are included as either unrestricted or temporarily restricted
revenues unless stipulated by the donor for perpetuity. Commonwealth
of Pennsylvania law permits the College to define as income each year a
portion of these net realized gains. The amount so designated when
added to net yield (interest and dividends less fees) cannot exceed 7% of
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June 30, 2006 and 2005 (dollars in thousands)
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the average of the past three fiscal years’ fair values of the permanently
restricted assets. The difference between the endowment distribution
and the total income is included in unrestricted net assets. Pursuant to
this Commonwealth of Pennsylvania law and at the direction of the
Board of Managers, $7,112 and $6,664 of net realized gains on endow-
ments which have their earnings distributed for unrestricted purposes
were included in unrestricted revenues in fiscal years 2006 and 2005,
respectively.

Fair Value of Financial Instruments
The fair value of cash and cash equivalents and employee mortgages
receivable approximates their respective carrying amounts. The fair
value of cash equivalents is based on the quoted market price of the
underlying securities; the fair values of bonds and notes payable are
estimated based primarily upon quoted market prices of similar
bonds. The fair value of bonds and notes payable is disclosed in
footnote 6. Determination of fair value of student loans receivable,
which are primarily federally sponsored student loans, could not be
made without incurring excessive cost; these loans are valued at cost.

Property and Equipment
Property and equipment is stated at cost less accumulated depreciation.
Expenditures for new construction, major renovations and equipment
are capitalized. Depreciation is computed using the straight-line
method over the estimated useful lives of buildings (60 years),
improvements (15 years) and equipment (5 years). Depreciation is
funded annually by internally designating funds for plant renewal and
replacement. Amounts totaling $8,463 and $7,858 were so designated
for the years ended June 30, 2006 and 2005, respectively.

Works of art, historical treasures and similar assets have been
recognized at their estimated fair value based upon appraisals or
similar valuations. All such items, whether contributed or purchased,
have been capitalized. Works of art, historical treasures and similar
assets are not subject to depreciation.

Contributions
Contributions and investment income with donor-imposed restrictions
that are met in the same year as received or earned are reported as
unrestricted revenues. Contributions and investment income with
donor-imposed restrictions that are not met in the same year as
received or earned are reported as temporarily restricted revenues and
are reclassified to unrestricted net assets when an expense is incurred
that satisfies the donor-imposed restriction. Temporarily restricted
revenues or net assets are recognized prior to utilizing unrestricted
revenues or net assets. Contributions restricted for the acquisition of
property and equipment is reported as temporarily restricted
revenues. These contributions are included in the accompanying
statement of financial position in assets restricted to property and
equipment until utilized for their intended purpose. 

Contributions receivable are stated at their present value and are
net of any allowance for uncollectible contributions, determined as 5%
of the discounted present value.

Compensated Absences
Accrued compensation includes vacation time earned by hourly and
staff employees, but not yet taken as of fiscal year end. A staff
employee is entitled to receive pay in lieu of vacation upon termi-

nation. Employees may accrue a maximum of 30 days of vacation.
Accrued vacation payable amounted to $1,692 and $1,612 as of 
June 30, 2006 and 2005, respectively.

New Authoritative Pronouncements
In 2005, the FASB issued FASB Interpretation No. 47, “Accounting for
Conditional Asset Retirement Obligations” (FIN 47), which was
effective for the College as of and for the year ended June 30, 2006. 
FIN 47 was issued to provide clarity surrounding the recognition of
conditional asset retirement obligations, as referred to in FASB
Statement No. 143, “Accounting for Asset Retirement Obligations.” 
FIN 47 defines a conditional asset retirement obligation as a legal
obligation to perform an asset retirement activity in which the timing
and (or) method of settlement are conditional on a future event that
may or may not be within the control of the entity. Uncertainty with
respect to the timing and/or method of settlement of the asset
retirement obligation, does not defer recognition of a liability. The
obligation to perform the asset retirement activity is unconditional, and
accordingly, a liability should be recognized. FIN 47 also provides
guidance with respect to the criteria to be used to determine whether
sufficient information exists to reasonably estimate the fair value of an
asset retirement obligation. Based on the guidance in FIN 47,
management of the College determined that sufficient information was
available to reasonably estimate the fair value of known asset
retirement obligations. 

FIN 47 requires the initial application of the interpretation to be
recognized as a cumulative effect of a change in accounting principle.
Specifically, FIN 47 requires the recognition, as a cumulative effect,
the cumulative accretion and accumulated depreciation for the time
period from the date the liability would have been recognized had the
provisions of the interpretation been in effect when the liability was
incurred to the date of adoption of this Interpretation. The liability
incurred date is the date upon which the legal requirement to perform
the asset retirement activity was enacted. Conditions that lead to the
obligation include the existence of asbestos in College-owned
buildings and the future cost of fuel tank removal. 

Upon initial application of FIN 47, the College recognized $722 as
the cumulative effect of a change in accounting principle in the
consolidated statements of income, expenses and changes in net
assets. As of June 30, 2006, $880 of conditional asset retirement
obligations is included within deferred payments in the consolidated
statements of financial position. 

2. CONTRIBUTIONS RECEIVABLE
Contributions receivable at June 30, 2006 and 2005 were as follows:

Due in: 2006 2005
Less than one year $10,875 $8,483
One to five years 16,573 7,495
More than five years 1,640 442

29,088 16,420
Unamortized discount (2,958)    ( 1,061)
Allowance for doubtful contributions (1,266) ( 753)

$24,864 $14,606   



3. INVESTMENTS
Endowment investments include the College’s permanent endowment
funds and quasi-endowment funds. Although quasi-endowment funds
have been established by the Board of Managers for the same
purposes as endowment funds, any portion of quasi-endowment
funds may be expended.

Annuity, unitrust and life income funds periodically pay either
the income earned or a fixed percentage of the assets to designated
beneficiaries and terminate at a designated time, usually upon the
death of the last designated income beneficiary. The College’s
remainder interest is then available for use by the College as
designated by either the donor or the Board of Managers. The
actuarial liability for the charitable gift annuities is based on the
present value of future payments discounted at rates that vary by
participant from 3.6% to 11.6% and the Annuity 2000 Mortality Table.
The actuarial liability for the unitrusts is based on the present value of
future payments discounted at rates that vary by trust from 5% to 9%
and the 1994 Group Annuity Mortality Table.

The fair value and cost of investments held at June 30, 2006 and
2005 were:

2006 2005
Fair Fair 

Value Cost Value Cost

Equities $715,402 $499,954 $698,485 $486,500
Fixed income 252,895 256,482 270,132 246,226
Short-term investments 18,057 18,057 50,399 51,892
Private equity and other 323,196 294,390 207,573 201,378

$1,309,550 $1,068,883 $1,226,589 $985,996 

In accordance with SFAS No. 140, (Accounting for Transfers and
Servicing of Financial Assets and Extinguishment of Debt), investments
with a market value of $48,361 and $51,563 were loaned to a broker
for a fee at June 30, 2006 and 2005, respectively. The borrower has
provided $48,831 and $52,783 of security collateral for the loaned
securities at June 30, 2006 and 2005, respectively. This transaction
has been accounted for as a non-cash investing activity for purposes
of the accompanying Statements of Cash Flows. The College is
indemnified against borrower default by State Street Bank and Trust
Company.

The endowment, certain annuity and other investments are
pooled for investment purposes. They are divided into two pools and
units are assigned on the basis of fair value at the time funds are
received. Endowment return is thereafter distributed on a per-unit
basis. The following table shows the annual distribution rate for fiscal
years 2006 and 2005, and the unit valuations at June 30, 2006 and
2005:

2006 
Per Unit 

Number of Units Fair Value Income Distrib. 
Primary 2,175,034 $548.29 $21.67
Secondary 659,141 $100.00 $8.00

2005 
Per Unit 

Number of Units Fair Value Income Distrib. 
Primary 2,141,061 $520.13 $19.86
Secondary 644,638 $100.00 $8.00

Investment activity for fiscal years 2006 and 2005 was:

Endowment Annuity and 
and Life Income 

Similar Funds Funds Other

Investments, June 30, 2004 $1,080,026 $41,416 $18,038

Contributions 5,420 2,475

Maturities of annuity and 

life income funds 562 (792)

Other (471)

Transfers in 7,043 138
13,025 1,683 (333)

Interest and dividends 20,392 861
Unrealized and realized

gains (losses) 102,996 1,469 284
Investment management fees (4,941) (19)

118,447 2,330 265

Payments to annuity and
life income beneficiaries (879)

Endowment spending 
distribution
Unrestricted (43,974)
Temporarily restricted (3,455)

(47,429) (879)

Investments, June 30, 2005 $1,164,069 $44,550 $17,970
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

June 30, 2006 and 2005 (dollars in thousands)

Investment activity for the fiscal years 2006 and 2005 (continued):

Endowment Annuity and 
and Life Income 

Similar Funds Funds Other

Investments, June 30, 2005 $1,164,069 $44,550 $17,970

Contributions 8,988 1,487
Maturities of annuity and 

life income funds 1,057 (1,971)
Other 2,357
Transfers in 11,237 (784)   

21,282 (484) 1,573

Interest and dividends 20,269 859
Unrealized and realized

gains (losses) 97,398 806 (122)

Investment management fees (5,655) (19)

112,012 1,665 (141)
Payments to annuity and life

income beneficiaries (865)
Endowment spending

Distribution
Unrestricted (49,386)
Temporarily restricted (2,695)

(52,081) (865)

Investments, June 30, 2006 $1,245,282 $44,866 $19,402

4. PROPERTY AND EQUIPMENT
Property and equipment at June 30, 2006 and 2005 consisted of the
following:

2006 2005
Land $2,092 $2,092
Buildings and improvements 276,514 256,815
Construction in progress - 9,300  
Equipment 14,752 13,846
Works of art, historical treasures 

and similar assets 4,312 4,312

297,670 286,365
Accumulated  depreciation (76,537) (70,070)

$221,133 $216,295

Interest payments totaling $0 and $426 were capitalized in 2006 and
2005, respectively.

5. DEFERRED PAYMENTS AND 
OTHER LIABILITIES

Deferred payments and other liabilities at June 30, 2006 and 2005
consisted of the present value of future payments due to or on behalf
of employees and former employees under retirement programs and
donors under annuity and life income programs, the conditional asset
retirement obligation and conditional gifts.

2006 2005

Employees and former employees $10,992 $9,358
Conditional gift liability (see below) 10,000 6,000
Donors 10,756 10,508
Conditional asset retirement obligation 880 0

$32,628 $25,866

As of June 30, 2005 the College received a total of $6,000 in gifts
which will be realized upon the occurrence of a future event; in 2006
an additional $4,000 conditional gift was made by the same donor. 

6. BONDS AND NOTES PAYABLE
Bonds and notes payable at June 30, 2006 and 2005 were:

2006 2005
Fair Fair

Value Cost Value Cost

Swarthmore Borough Authority
1998 Revenue Bonds 
(Rating:  Aa1/AA+) $30,479 $29,865 $32,238 $30,900

2001 Revenue Bonds 
(Rating:  Aa1/AA+) 98,548 95,740 102,169 96,531

2002 Revenue Bonds 
(Rating:  Aa1/AA+) 34,331 34,378 37,141 36,453

Other notes payable 914 914 922 922
Total bonds and 
notes payable $164,272 $160,897 $172,470 $164,806

On July 15, 2002, the College issued $37,650 aggregate principal
amount of 2002 Revenue Bonds (2002 Bonds) through the
Swarthmore Borough Authority (the Authority) to refund the 1992
Revenue Bonds in order to take advantage of a lower interest rate. The
2002 Revenue Bonds have interest rates from 3.0% to 5.25%
depending upon the maturity dates, which range from 2003 to 2020 in
amounts ranging from $1,505 to $4,075. Interest is payable semi-
annually. The 2002 Bonds maturing through September 15, 2012 are
not subject to optional redemption prior to maturity. The 2002 Bonds
maturing on or after September 15, 2012 are subject to redemption
prior to maturity at the option of the Authority, upon the direction of
the College, in whole at any time, or in part from time to time at a
redemption price equal to 100% of the principal amount to be
redeemed, together with accrued interest to the redemption date. The
net proceeds of the 2002 Bonds were used to refund the 1992 Bonds.
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On July 11, 2001, the College issued $93,290 aggregate principal
amount of 2001 Revenue Bonds (2001 Bonds) through the Swarth-
more Borough Authority (the Authority) at a premium. The 2001
Bonds are comprised of $63,970 of 4.40% and 5.50% term bonds due
September 15, 2011 (priced to yield 4.46%) and $29,320 of 5.00%
term bonds due September 15, 2031 (priced to yield 5.27%) with
interest payable semi-annually. The 2001 Bonds maturing September
15, 2011, are not subject to optional redemption prior to maturity.
The 2001 Bonds maturing on September 15, 2031 are subject to
redemption prior to maturity at the option of the Authority, upon the
direction of the College, on or after September 15, 2011, in whole at
any time, or in part from time to time at a redemption price equal to
100% of the principal amount to be redeemed, together with accrued
interest to the redemption date. The net proceeds of the 2001 Bonds
were used to construct a new science center, a residence hall, various
other renovations and capital improvements to the facilities of the
College and architectural and engineering studies related to the
planning of additional capital projects for the College. Annual debt
service for the 2001 Bonds maturing September 15, 2011 is $3,478 for
fiscal year 2001-02 and $4,929 from 2002 through 2010 with a final
payment in 2011 of $67,168. The 2001 Bonds maturing September 15,
2031 have an annual debt service of $1,466 from 2011 through 2030
with a final payment of $30,053 due in 2031.

On July 1, 1998, the College issued $34,960 of 1998 Revenue
Bonds through the Swarthmore Borough Authority. The proceeds
were used for the current refunding of the 1988 Revenue Bonds
$6,530, the advance refunding of $8,770 of the 1992 Revenue Bonds,
$18,088 to finance the costs of renovation and other capital
improvements to various College facilities and the remainder to pay a
portion of the costs of issuing the 1998 Revenue Bonds.

The 1998 Revenue Bonds have interest rates ranging from 4.0%
to 5.2% depending upon the maturity dates that range from 2001 to
2028 in amounts ranging from $615 to $1,910. The 1998 Revenue
Bonds are collateralized by a pledge of all unrestricted College
revenues. The 1998 Revenue Bonds maturing on or after September
15, 2018 are subject to redemption at the option of the College on or
after September 15, 2008 at a redemption price of 100%.

Debt service payments for the next five fiscal years on all borrowings
are as follows:

Principal Interest Total

2006-2007 $2,774 $8,034 $10,808
2007-2008 2,894 7,918 10,812
2008-2009 3,005 7,800 10,805
2009-2010 3,130 7,677 10,807
2010-2011 3,275 7,534 10,809

Interest paid on bonds and notes payable was $8,045 and $8,126 for
the years ended June 30, 2006 and 2005, respectively.

7. RETIREMENT BENEFITS
Retirement benefits for all eligible employees of the College are
individually funded and vested under a defined contribution program
with Teachers Insurance and Annuity Association of America (TIAA),
Vanguard Group of Investment Companies, or Calvert Group. Under
this arrangement, the College makes monthly contributions as defined
in the Plan to the accounts of all employees. The College’s contribu-
tions under this Plan are included in operating expenses and were
$3,775 in 2006 and $3,432 in 2005.

During fiscal year 2003 the College initiated a 457 non-qualified
deferred compensation plan for senior management employees. The
deferred compensation is invested with the Teachers Insurance and
Annuity Association of America (TIAA) or the Vanguard Group of
Investment Companies and is considered College property until the
employee withdraws the funds due to emergency, termination or
retirement. The participants’ contributions are subject to the general
creditors of the College, so the invested asset is offset by a correspond-
ing liability in the amount of $412 and $261 at June 30, 2006 and 2005
respectively. The College does not record transaction activity as
revenue or expense. The fund’s investments are reported at fair value.

8. NET ASSETS
Net assets at June 30, 2006 were designated or allocated to:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Long-term investment
Endowment $417,559 $697,922 $129,801 $1,245,282
Annuity and life income 3,342 30,328 33,670

Student loans 1,514 1,514
Property and equipment

Unexpended 1,333 1,333
Net investment in property 
and equipment 65,508 65,508

Other purposes 12,569 8,690 13,107 34,366

$500,492 $738,273 $142,908 $1,381,673

Net assets at June 30, 2005 were designated or allocated to:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Long-term investment
Endowment $389,475 $658,610 $115,983 $1,164,068
Annuity and life income 2,477 31,226 33,703

Student loans 1,620 1,620
Property and equipment

Unexpended 3,519 3,519
Net investment in property 
and equipment 60,595 60,595

Other purposes 7,390 8,743 7,619 23,752

$461,557 $702,098 $123,602 $1,287,257
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Certain amounts have been transferred out of unrestricted net assets
and temporarily restricted net assets into permanently restricted net
assets as a result of donor restrictions on matching gifts, unspent
investment return added to principal, and clarifications of donors’
restrictions.

9. EXPENSES BY NATURAL CLASSIFICATION
Expenses for the years ended June 30, 2006 and 2005 were incurred
for the following:

2006 2005

Compensation
Faculty $27,708 $25,301
Staff 32,754 31,017
Student 1,144 1,325

Amortization 90 95
Life income payments 

and other adjustments 1,938 1,884
Bookstore merchandise for resale 762 793
Dining services food 1,595 1,583
Equipment 3,971 3,764
Foreign study program expenses 2,055 1,883
Insurance 771 788
Interest 7,996 8,126
Library materials 1,879 1,773
Services, supplies, and other 10,866 9,928
Real estate taxes 726 685
Travel 2,592 2,420
Telephone 82 90
Utilities 2,913 2,704
Depreciation 6,568 6,060

$106,410 $100,219

10. INCOME TAX
The College has been granted tax-exempt status as a nonprofit
organization under Section 501(c) (3) of the Internal Revenue Code,
and accordingly, files federal tax Form 990 (Return of Organization
Exempt from Income Tax) annually. The College also files federal tax
Form 990-T (Exempt Organizations Business Income Tax Return).
The College anticipates an immaterial income tax liability for the
Form 990-T for fiscal year 2006.

Marjay Productions, Inc. is a for-profit corporation subject to
federal income taxes under the Internal Revenue Code.

11. COMMITMENTS AND CONTINGENCIES
In the ordinary course of business the College occasionally becomes
involved in legal proceedings relating to contracts or other matters.
While any proceedings or litigation have an element of uncertainty,
management believes that the outcome of any pending or threatened
actions will not have a material adverse effect on the business or
financial condition of the College.

As of June 30, 2006 and 2005 the College had outstanding capital
commitments to limited partnerships of $174,794 and $155,129,
respectively.

Outstanding commitments for construction contracts amounted
to approximately $1,725 as of June 30, 2006. 
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