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Subsidizing core operating margins

For nonprofit colleges and universities, the core mission is subsidized by endowment support and
philanthropy. The “core operating” margin captures operating results before subsidies from
endowment and gifts and highlights the reliance on these subsidies to balance operations.
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Source: Data gathered from audited financial statements by Cambridge Associates LLC.
Notes: Overall Margin is calculated as (Total Operating Revenues — Total Operating Expenses) / Total Operating Revenues. Core operating margin excludes revenues from endowment

distribution, other investment income, and current year gifts; and expenses from fundraising (institutional advancement).



Endowment Radar 2022

Endowment Radar is designed to help colleges and universities assess the role of the endowment
in their business model and chart a course for the future.

Endowment Radar Map: Fiscal Year 2022, Private C&U Data 5th to 75t Percentile Range

Top Quartile
Role in Budget Role in Pricing
Endowment Dependence 14.1% . 0.6X Endowment Support-to-
(Range: 2.2 to 27.1%) Median Financial Aid

(Range: 0.1to 1.2x)

Role in Balance Sheet Role in Sustainability
Endowment-to-Debt 4.0X -2.0% Net Flow Rate
(Range: 1.2 to 6.2x) (Range: -4.8 t0 -0.7%)

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements.



Endowment Dependence

Endowment Support

Operating Expense

Measures the role in the role of
the endowment in the annual
budget

Endowment Support
to Financial Aid

Endowment to Debt

Net Flow Rate




Changes in endowment support and operating expenses

Median % change in endowment support and operating expenses
Fiscal Year 2020- 2022, Constant Universe n = 79

Hm Change in Endowment Support
B Change in Operating Expenses

Median % A 2020 to 2021 Median % A 2021 to 2022

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Changes in endowment dependence over the last 3 years

Endowment dependence 2020-2022
Fiscal Year 2020- 2022, Constant Universe n = 79

Median % A Median % A
2020 t0 2021 | 2021t0 2022

Endowment Support $ 41% 4.6%

Operating Budget $ \ 4 -1.7% 10.9%

2020 2021 2022

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Change in endowment dependence vs change in operating expenses

Over 75% of private colleges saw a reduction in endowment dependence in 2022, all of which

experienced increases in operating expenses.

Change in endowment dependence vs change in expenses
Fiscal Year 2022, n = 59
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Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Endowment dependence by institution

For private colleges and universities, endowment dependence can range from less than 1% to more
than 75%. At the high end, the endowment may be the largest source of revenue, meaning that the
institution is more dependent on the long-term investment portfolio than student revenues.

Endowment Dependence by institution
Fiscal Year 2022, n = 86
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Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Endowment Support-to-Financial Aid

Endowment
Dependence

Endowment Support

Financial Aid and Scholarships

Compares endowment spending
to institution’s financial aid and
scholarship discounts to students

Endowment to Debt

Net Flow Rate




Changes in endowment support and financial aid awarded

Median % change in endowment support and financial aid awarded
Fiscal Year 2020- 2022, Constant Universe n=55

m Change in Endowment Support
m Change in Financial Aid Awarded

Median % A 2020 to 2021 Median % A 2021 to 2022

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements.




Endowment Support to Financial Aid
The charts represent the top, median, and bottom quartile for the endowment support to financial aid ratio.

B Scholarship Allowances
When the endowment support to financial aid m Endowment Payout

is 0.5%, the endowment spend covers half of 1.2x
the scholarships and financial aid awards. 0.6x
A coverage ratio of 1.0x, means the
endowment subsidy (a revenue line) and the
student subsidy (a contra-revenue) are evenly
matched.

$41,000

0.2x

$12,000

When this relationship is greater than 0.5x, and
closer to 1.0x, we believe institutions are
discounting from a position of financial
strength.

75th Percentile Median 25th Percentile

Note that the endowment distribution is not all designated for financial aid. We are simply comparing the subsidy from endowment to the forgone revenue of student aid. Also, we are using
discount rate as a barometer of price, recognizing that it is an imperfect assumption.
Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements.



Discount rates vs coverage

Coverage for tuition discount is correlated with endowment support. A ratio of endowment
support to institutional grants that exceeds 1.0 indicates "coverage" for discounted tuition

revenue.

Tuition discount rate vs ratio of endowment support-to-financial aid

Fiscal Year 2022, n = 77
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Source: Data gathered from audited financial statements by Cambridge Associates LLC.
Note: The x and y axis are drawn at the median value.
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Endowment-to-Debt

Endowment
Dependence

Endowment Support
to Financial Aid

Endowment Market Value

Total Outstanding Debt

Focuses on balance sheet health
and the ballast the endowment
provides for borrowing

Net Flow Rate




Changes in endowment market values and outstanding debt

Median % change in endowment market values and outstanding debt
Fiscal Year 2020- 2022, Constant Universe n=55

B Change in Endowment Market Values
B Change in Outstanding Debt

-0.6% -0.7%

Median % A 2020 to 2021 Median % A 2021 to 2022

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Median endowment-to-debt ratio over the years
Around 62% of colleges in this group reduced the amount of outstanding debt from 2021 to 2022.

Endowment-to-Debt
FY 2020-2022, Constant Universe n = 60

2020 2021 2022

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Net Flow Rate

Endowment
Dependence

Endowment Support
to Financial Aid

Endowment to Debt

Inflows minus Spending

Beginning Endowment Market Value

This is the net ratio of endowment
inflows to endowment spending




Net flow rate
Inflows to the endowment provide a source of liquidity and enable the endowment to support a growing enterprise.

Net flow rate
Fiscal Year 2022, n = 61
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Source: Data as reported to Cambridge Associates, LLC



Net flow rate over time

Median net flow rate 2020-2022
Fiscal Year 2020- 2022, Constant Universe n=39

m Total Inflows (%)
M Total Outflows (%)
Net Flow Rate (%)

2020 2021 2022

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements



Role of the Endowment: Case Studies

Endowment Radar Map
Significant Role

Endowment Dependence
(Range: 2.2 t0 27.1%)

Endowment-to-Debt

Top Quartile

(Range: 1.2 to 6.2x)

39.9% : 1.6x
Median

Endowment Support-to-
Financial Aid
(Range: 0.1 to 1.2x)

Net Flow Rate
(Range: -4.8 to -0.7%)

Endowment Radar Map
Unsustainable Role

Endowment Dependence
(Range: 2.2 t0 27.1%)

Endowment-to-Debt
(Range: 1.2 to 6.2x)

7.1X -1.8%
Top Quartile
25.0% . 0.4X
Median
-5.1%

‘/ 5.0X

Source: Data as reported to Cambridge Associates, LLC or as reported in publicly available audited financial statements

Endowment Support-to-
Financial Aid
(Range: 0.1 to 1.2x)

Net Flow Rate
(Range: -4.8 to -0.7%)



Q&A

Endowment Radar

WHAT ROLE DOES YOUR ENDOWMENT
PLAY IN'SUPPORTING YOUR GOLLEGE

OR UNIVERSITY?

The Cambridge Associates Endowment Radar is a
visual tool that focuses on four key metrics to assess
the endowment’s contributions to the financial health
of your institution and the sustainability of that role.

Find out
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This document may not be displayed, reproduced, distributed, transmitted, or used to create derivative works in any form, in whole or part, without written permission from
Cambridge Associates (“CA”). This document does not represent investment advice or recommendations, nor does it constitute an offer to sell or a solicitation of an offer to buy
any securities. Information in this document or on which the information is based may be based on publicly available data. CA considers such data reliable but does not represent it
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jurisdiction where use of this document would be in violation of local law or regulation.

With respect to ERISA prospects and clients, this document contains information about CA’s services and is not intended to provide impartial investment advice or to give advice in
a fiduciary capacity in connection with your decision to enter into or modify an agreement with CA. In light of the fact that the contents of this document could be construed as
fiduciary investment advice under the Department of Labor’s fiduciary rule, the following disclosure is required to confirm that certain facts about the recipient of this material are
true. To that end, unless you inform us in writing otherwise, we understand and assume that the recipient of this information is a sophisticated fiduciary since you are (a) a fiduciary
of your ERISA plan(s) that is responsible for exercising independent judgment in evaluating the decision to enter into an agreement with CA; (b) capable of evaluating the decision
to engage CA and to make any decisions pursuant to or in accordance with your agreement with CA; (c) a registered investment adviser, a broker-dealer, insurance carrier, a bank,
or an independent fiduciary that has at least $50 million in total assets under management or control (within the meaning of the DOL Regulation §2510.3-21(c)(1)(i)); and (d) not
affiliated with CA and do not otherwise have a relationship with CA that would affect your best judgment as a fiduciary in connection with your decisions to enter into an
agreement with CA and any decisions made pursuant to or in accordance with such agreement.

The terms "CA" or "Cambridge Associates" may refer to any one or more CA entity including: Cambridge Associates, LLC (a registered investment adviser with the US Securities
and Exchange Commission, a Commodity Trading Adviser registered with the US Commodity Futures Trading Commission and National Futures Association, and a Massachusetts
limited liability company with offices in Arlington, VA; Boston, MA; Dallas, TX; Menlo Park, CA, New York, NY; and San Francisco, CA), Cambridge Associates Limited (a registered
limited company in England and Wales, No. 06135829, that is authorized and regulated by the UK Financial Conduct Authority in the conduct of Investment Business, reference
number: 474331); Cambridge Associates GmbH (authorized and regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (‘BaFin’), Identification Number: 155510),
Cambridge Associates Asia Pte Ltd (a Singapore corporation, registration No. 200101063G, which holds a Capital Market Services License to conduct Fund Management for
Accredited and/or Institutional Investors only by the Monetary Authority of Singapore), Cambridge Associates Limited, LLC (a registered investment adviser with the US Securities
and Exchange Commission, an Exempt Market Dealer and Portfolio Manager in the Canadian provinces of Alberta, British Columbia, Manitoba, Newfoundland and Labrador, Nova
Scotia, Ontario, Québec, and Saskatchewan, and a Massachusetts limited liability company with a branch office in Sydney, Australia, ARBN 109 366 654), Cambridge Associates
Investment Consultancy (Beijing) Ltd (a wholly owned subsidiary of Cambridge Associates, LLC which is registered with the Beijing Administration for Industry and Commerce,
registration No. 110000450174972), and Cambridge Associates (Hong Kong) Private Limited (a Hong Kong Private Limited Company licensed by the Securities and Futures
Commission of Hong Kong to conduct the regulated activity of advising on securities to professional investors).



