
SWARTHMORE 
COLLEGE 
FINANCIAL 
REPORT
2012–13





CONTENTS

Financial Report, 2012–13 ...................................................................................... 1

Management Responsibility for Financial Reporting ........................................... 9
 

Report of Independent Auditors ............................................................................ 10

Consolidated Financial Statements ....................................................................... 11

Notes to Consolidated Financial Statements ........................................................ 15

The Corporation and Board of Managers ............................................................. 33

SWARTHMORE COLLEGE • 500 COLLEGE AVENUE • SWARTHMORE, PA 19081
www.swarthmore.edu





Swarthmore College Financial Report, 2012–13 1

FINANCIAL
REPORT
2012–13

T he past fiscal year was fi-
nancially strong for Swarth-
more College. Net assets 

increased by $163.4 million due 
largely to an 11.9 percent invest-
ment return on the endowment 
and record fundraising results. 
The year ended June 30, 2013, 
marked the transition of the bud-
get from the years of adjustment 
following the economic downturn 
in 2008 to a more normal state of 
equilibrium. With the endowment 
continuing to sustain a positive 
trajectory since returning to its 
predownturn level in 2011, this 
past year—after several years at 
a reduced level—facilities capital 
spending was restored in the bud-
get. The strategic plan implemen-
tation is now underway, and the 
early stages of the capital cam-
paign are showing good success.

This progress is tempered by 
recognition of a changed eco-
nomic climate. As family incomes 
stagnate, there is growing atten-
tion to the value proposition of 
higher education, particularly 
for high-priced private institu-
tions. Last spring, the Board of 
Managers convened a retreat of 
Board members from several key 
committees to discuss how this 
changed environment should fac-
tor into key financial and budget 
decisions to ensure continued 
financial sustainability. This 
was the first retreat of its kind 
in recent years. Board members 
representing the Finance, Audit 
and Risk Management, Invest-
ment, Development, Property, and 
Admissions and Financial Aid 
committees met to discuss each 
committee’s perspective, review 
financial scenarios, and integrate 
those discussions across commit-
tees. The retreat resulted in the 
adoption of a baseline financial 
scenario for the future and a 
plan for the Finance Commit-
tee to devote increased time in 
its annual cycle to discussion of 
long-term financial scenarios and 

contingency planning. There was 
also agreement on the value of pe-
riodic retreats in the future.

This was the first year of the 
new Board committee on admis-
sions and financial aid, estab-
lished upon the recommendation 
of the Strategic Directions report 
shepherded by President Re-
becca Chopp and adopted by the 
Board in 2011. Thomas E. Spock 
’78 chaired the Admissions and 
Financial Aid Committee in its 
inaugural year. Much apprecia-
tion is also extended to Richard 
A. Barasch ’76 and Barbara W. 
Mather ’65 for their leadership of 
the Audit and Risk Management 
and Finance committees, respec-
tively. Each of their terms ended 
at the close of the fiscal year.

This report presents the finan-
cial results of the 2012–13 fiscal 
year in detail. Longer-term statis-
tical information is presented in 
Chart 1, and the audited financial 
statements appear following this 
report.  

 
STUDENT REVENUES:  
ENROLLMENT, STUDENT 
FEES, AND FINANCIAL AID 
Total operating expenses for 
2012–13 were $128.1 million, 
an increase of 3.1 percent from 
the year before. This amounted 
to $84,307 per student, exclud-
ing financial aid, as shown in 
Chart 2. With tuition, fee, room, 
and board charges of $55,750 
per student, every Swarthmore 
student received support beyond 
stated charges of at least $28,557 
per student; and 52 percent of 
Swarthmore students received 
College scholarships in addition.

Student charges, net of 
financial aid, provided 43 per-
cent of the cost of a Swarthmore 
education. Philanthropy pro-
vided another 49 percent with 43 
percent coming from the endow-
ment and 6 percent from other 
gifts, including the annual fund. 
The remainder came from other 
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CHART 1
STATISTICAL REVIEW OF SWARTHMORE COLLEGE

(for years ended June 30)
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miscellaneous sources of revenue. 
On-campus enrollment was 1,449 
students last year, and an average 
of 71 students per semester stud-
ied off campus.  

ENDOWMENT SUPPORT
Endowment support to the budget 
in 2012–13 was $54.5 million. This 
was a significant increase of $6.6 
million over the year before as the 
College was able to restore capi-
tal spending for facilities in the 
budget. For many years, a portion 
of endowment support has been al-
located to pay for capital improve-
ments to facilities. This had been 
reduced for several years due to 
the impact of the Great Recession 
on the endowment. The recovery 
in the endowment allowed for the 
restoration of this support. The 
endowment spending rate for the 
year was 3.8 percent of the begin-
ning market value of the endow-

ment, as shown in Chart 3. This is 
within the advisable 3.5 to 5.0 per-
cent range adopted by the Board of 
Managers.

GIFTS
The College received $53.5 mil-
lion in gifts and grants in 2012−13 
compared to $24 million received 
in 2011–12. Unrestricted gifts in-
creased from $6.6 million to $22.6 
million and gifts to the endowment 
from $5.9 million to $19.6 mil-
lion. The annual fund increased 
by 8.9 percent to $5 million from 
a slightly larger number of donors 
(9,091 v. 9,066). The number of 
leadership donors (making gifts 
of $1,864 and above) to any fund 
increased slightly this year, yield-
ing a larger average gift. One in 
four alumni donors increased 
their annual fund gift in 2012−13 
from the prior year. The alumni 
participation rate was 53 percent 

of alumni solicited. Gifts to the 
parents fund (a part of the annual 
fund) increased by 9.9 percent dur-
ing 2012−13. 

During 2012–13 the emeritus 
chair of the Board and the Board’s 
current chair announced landmark 
commitments to the College’s up-
coming comprehensive campaign. 
These commitments ignited $95.8 
million in growth from outright 
gifts and new pledges from private 
sources. Additionally, the College 
recognized $2.5 million in outright 
gifts and new pledges from govern-
ment grantors and received $3.1 
million in irrevocable deferred 
gifts. The new gifts, grants, and 
philanthropic commitments en-
abled the College to begin moving 
forward with a number of major 
initiatives in the first phase of 
implementing the College’s stra-
tegic plan. These included high-
impact learning experiences; the 

CHART 2
FINANCING A SWARTHMORE EDUCATION 2012–13
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Institute for the Liberal Arts; new 
facilities for the biology, engineer-
ing, and psychology departments; 
new faculty positions; the Center 
for Innovation and Leadership; 
facilities for wellness, fitness, and 
theater; and renovations to Parrish 
Hall. Thirty-three faculty members 
received support from 42 active 
grants or fellowships.

Terminated life income gifts 
(following the death of the income 
recipient) provided the College 
with $2.1 million in restricted and 
unrestricted funds (not included 
in gift totals). In the past year, the 
College enrolled 50 new members 
in the Legacy Circle, which recog-
nizes donors who have included 
Swarthmore in their estate plans, 
including wills, trusts, charitable 
gift annuities, and other gifts that 
the College will realize in the fu-
ture. In 2012–13, the College real-
ized $4.3 million from bequests.

Throughout the year, Presi-
dent Rebecca Chopp, serving as 
the College’s lead ambassador and 
fundraiser, continued to visit with 
hundreds of Swarthmore alumni 
and parents and scores of leader-
ship donors throughout the United 
States, Europe, and East Asia in 
anticipation of a comprehensive 
effort to secure philanthropic 
support for initiatives in Strategic 
Directions.

Note: A total of $44.3 million in 
gifts and grants was recognized in 
the financial statements according 
to generally accepted accounting 
principles. The difference between this 
and the $53.5 million discussed above 
is related primarily to the accounting 
treatment of pledges and grants.

EXPENDITURES
Total expenditures increased by 
3.1 percent from the prior year to 
$128.1 million. Compensation for 
faculty and staff represented 59 
percent of expenditures. Salary 
increases to continue to meet com-
pensation benchmarks accounted 

for a significant portion of the 
increase in expenditures. A new 
tenure line in Arabic was added, as 
well as new staff positions in ITS, 
public safety, health center, and 
capital giving. Wherever possible, 
the College attempts to reallocate 
or reorganize existing staff posi-
tions before adding new ones. 
Other needs were accommodated 
in this way. Utilities expenses were 
lower due to several successful 
conservation programs and favor-
able contracts for electricity. 

FACILITIES CAPITAL  
SPENDING
The fiscal year that ended June 30, 
2013, was the first year of signifi-
cantly restored facilities capital 
spending, concluding three years 
of reduced spending as a result 
of the recession. Along with the 
completion of many small catch-
up restorations, several major 
projects were undertaken. In addi-
tion, the campus master plan was 
substantially completed; the Town 
Center West planning and approval 
process continued; and planning 
began for a new wellness/fitness/
theater center, a residence hall 
addition, and new facilities for the 
biology, engineering, and psychol-
ogy departments.

The College completed a 
comprehensive renovation of 
Worth Health Center, providing a 
state-of-the-art health center that 
includes a counseling and psycho-
logical services wing. Thanks to 
the generosity of an anonymous 
donor, the restoration of the slate 
and metal roofs on Parrish Hall 
was completed as well as the 
installation of new heating and air 
conditioning systems along with 
daylight-controlled LED lighting 
systems on the first floor of Parrish 
Hall. A third major project was 
the purchase of the four-story of-
fice building at 101 South Chester 
Road, just across the street from 
the main campus. Following reno-

vation and remodeling, the top two 
floors of this building became the 
new home of the entire Develop-
ment and Alumni Relations staff.

The Town Center West (TCW) 
development continued to be a ma-
jor effort. TCW is a project guided 
by the Town Revitalization Plan of 
the Borough of Swarthmore and 
includes a small inn, a restaurant, 
and the bookstore of the College.  
With Board approval of the build-
ing design and budget last May, 
the governmental approval process 
began. That process will continue 
with the hope of breaking ground 
in late spring of 2014.  

In support of the Strategic 
Directions plan, consistent with 
the campus master planning effort, 
planning and design was under-
taken for three facilities. First, a 
new three-story, 21,000-square-
foot wellness/fitness/theater center 
(named The Matchbox) will be 
constructed on the footprint of 
the obsolete squash court build-
ing. The Matchbox will provide 
high-quality activity space includ-
ing fitness equipment and train-
ing facilities for athletes along 
with a rehearsal space/classroom 
for the theater department. Sec-
ondly, a design is being developed 
for a five-story connector build-
ing between Dana and Hallowell 
residence halls. The addition will 
provide 75 beds along with stu-
dent activity space and the ele-
ments necessary to make the entire 
complex accessible to persons 
with disabilities. The addition 
will enhance the College’s ability 
to build residence-hall communi-
ties including students of all four 
years. Finally, a centerpiece of 
the Strategic Directions plan is the 
construction of new space for the 
biology, engineering, and psychol-
ogy departments. The early phases 
of this project are underway, and 
an architectural firm was selected 
in summer 2013.
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TECHNOLOGY CAPITAL 
SPENDING
Technology capital spending 
fell into four major categories: 
academic, network and telecom-
munications, infrastructure and 
operations, and administrative 
information systems. For the 
academic program, audiovisual 
systems and built-in classroom 
computers were replaced in 16 
classrooms, and the Lang Per-
forming Arts Center received 
a major audiovisual upgrade. 
The College’s wireless network 
infrastructure was expanded 
and upgraded, and cell-phone 
booster equipment was installed 
in several residence halls. New 
servers and increased storage 
capacity enhanced the technology 
infrastructure. Finally, technology 
capital funds were used for rou-
tine maintenance and upgrades 
as well as new initiatives such as 
e-billing and identity manage-
ment administrative systems.

ADMISSIONS
The College received 6,615 com-
pleted applications for the Class 
of 2017. This was slightly ahead 
of the prior year, setting a new 
record. Of these, 947 were admit-
ted, resulting in a selectivity rate of 
just 14 percent. The yield rate was 
41 percent, generating an incom-
ing first-year class of 388 students. 
There were also 11 transfer students.

In the matriculated class, me-
dian SAT scores remained similar 
to the prior year at 730 verbal, 720 
math, and 730 writing, each out of 
a possible 800. Geographic diver-
sity remained broad with 40 states 
and 23 countries represented.

The new Admissions and 
Financial Aid Committee of the 
Board of Managers, established 
last year, will review and moni-
tor admissions and financial-aid 
practices, policies, and guidelines, 
and establish priorities as these 
continue to evolve.  

ENDOWMENT
The market value of the endow-
ment was $1.635 billion at June 
30, 2013. The endowment return 
for the fiscal year was 11.9 percent. 
Strong performance was achieved 
by the College’s U.S. and devel-
oped markets equity managers as 
well as the marketable alterna-
tives program. Emerging markets 
equity managers and the private 
equity and real assets programs 
also generated positive but lower 
returns. The endowment was 
negatively impacted by the fixed-
income allocation, which posted 
a loss for the 12-month period. 
This was because interest rates on 
U.S. Treasury bonds rose sharply 
in May and June of 2013, causing 
bond prices to decline. The endow-
ment increased $136 million from 
the prior year to reach an all-time 
peak.

The College’s trailing multiyear 
returns also compared favorably 
with other endowments. For the 
past 10 years, the endowment 

returned 8.9 percent on an annual-
ized basis. For the same the 10-
year period, the Russell 3000 Index 
and the MSCI All Country ex U.S. 
Index returned 7.8 percent and 9.1 
percent annually, respectively. Most 
of the College’s equity managers 
have performed better than their 
benchmark indexes. Longer term, 
the private equity and marketable 
alternatives allocations have also 
added value over equity bench-
mark indexes.

The endowment returns over 
previous trailing periods are shown 
in the table below:

     
Period Ended      Ave. Annual    
June 30, 2013            Return 

1-year           11.9% 
3-year           12.5%  
5-year             6.4%  
10-year             8.9% 
 

The endowment asset alloca-
tion is shown in Charts 4 and 5. 
As of the fiscal year-end, the asset 
classes were generally close to their 

CHART 3
SWARTHMORE COLLEGE

DISTRIBUTION AMOUNT PER ENDOWMENT UNIT ($)
COMPARED WITH SPENDING RATE (%)
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target allocations. Over the past 
12 months, the private equity 
allocation has dropped toward its 
target allocation as the endow-
ment received significant distri-
butions from its private-equity 
funds. During the past several 
years, the real assets allocation 
has risen toward its target alloca-
tion. In April 2013, the Invest-
ment Committee decreased the 
fixed-income allocation from 10 
to 5 percent and increased the 
cash equivalents allocation from 
5 to 10 percent. No future signifi-
cant changes to the endowment 
allocation are anticipated at this 
time.  

Despite the increasing alloca-
tions to the “alternative” assets 
classes of private equity, real as-
sets, and marketable alternatives, 
the endowment has maintained a 
high level of liquidity. As of June 
30, 2013, about $817 million 
(unaudited) of investments could 
be converted to cash within 30 
days. The College has developed 
detailed models of cash needs for 
the budget and capital calls for 
private investments and monitors 
liquidity on an ongoing basis. 
The College’s more liquid profile 
relative to other endowments 
has enabled it to take advantage of 
some promising investment oppor-
tunities in the past five years. 

DEBT
The College completed a $47.4 
million tax-exempt bond financing 
in July 2013. Proceeds of the bond 
issue were used to repay maturi-
ties of the 2008 and 2009 bond is-
sues. The issue also raised funds 
to finance new capital projects, the 
largest of which is the connector 
building between the Dana and 
Hallowell residence halls. This 
increased residential capacity will 
accommodate the planned modest 
increase in enrollment during the 
next several years.

Prior to preparing for the re-

cent bond issue, the Finance Com-
mittee of the Board established a 
subcommittee to examine the Col-
lege’s debt structure. This group 
discussed the role of debt in the 
College’s capital structure and risk/
reward trade-offs related to the 
amount and structure of debt. The 
subcommittee also recommended 
that debt policy be reviewed for-
mally on an annual basis by the 
Finance Committee.

The bond rating agencies, as 
part of the process of issuing the 
new debt, conducted comprehen-
sive reviews of the College. Both 
agencies reaffirmed their highest 
ratings for Swarthmore (Aaa from 
Moody’s and AAA from Standard 
& Poor’s). These reviews focused 
not just on financial strength but 

also on governance, admissions 
demand, enrollment trends, fund-
raising, and physical facilities.

CONCLUSION
Swarthmore’s enviable financial 
strength secures its leadership 
position in liberal arts education 
and positions the College well to 
embark on implementing the ini-
tiatives of the Strategic Directions 
report, a comprehensive strategic 
planning effort led by President 
Rebecca Chopp. This implemen-
tation, however, takes place in a 
rapidly changing environment 
for private higher education and 
demands a thoughtful approach. 
Swarthmore has been well-served 
by its history of prudent financial 
management. In order to an-

CHART 4
SWARTHMORE COLLEGE ENDOWMENT

ASSET ALLOCATION
June 30, 2013

CHART 5
SWARTHMORE COLLEGE ENDOWMENT

HISTORY OF ASSET ALLOCATION
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ticipate and better prepare for 
unexpected events, the College 
will continue to incorporate 
ongoing scenario analysis and 
contingency planning into 
the annual financial calen-
dar. These conversations will 
integrate perspectives across 
Board committees. Financial 
planning will emphasize fi-
nancial sustainability and seek 
to introduce more flexibility 
into the financial model of the 
College. New initiatives will be 
undertaken only when funding 
for them has been secured. The 
implementation of the strate-
gic plan will be done in phases 
with periodic assessment and 
adjustments. In conclusion, the 
College looks forward to a pe-
riod of progress and improve-
ment as strategic initiatives 
are implemented, while hold-
ing fast to long-held financial 
principles amid a changing 
environment.

   
Suzanne P. Welsh 
Vice President for Finance  
and Treasurer
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MANAGEMENT 
RESPONSIBILITY  
FOR FINANCIAL
REPORTING 

Swarthmore College is responsible for the preparation, integrity, and 
fair presentation of its published financial statements. The accom-
panying 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 2012–2013 Financial Report 
and is responsible for its accuracy and consistency with the financial state-
ments.

Management is also responsible for establishing and maintaining effec-
tive internal control over financial reporting. The internal control system is 
augmented by written policies and procedures. The Audit and Risk Manage-
ment 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, 2013, and further, that the financial statements fairly represent the 
financial condition of the College as of June 30, 2013, and the operating 
results and cash flows for the year ended June 30, 2013. 

Suzanne P. Welsh
Vice President for Finance and  
Treasurer

Eileen E. Petula
Assistant Vice President for  
Finance and Controller
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