University System

of New Hampshire

November 5, 2019

His Excellency, Governor Christopher T. Sununu
and the Honorable Council

State House

Concord, New Hampshire 03301

Your Excellency and Members of the Council:

Pursuant to RSA 187-A:22, enclosed please find the Annual Report for the University System of New
Hampshire for fiscal year ended June 30, 2019. On page 23 of the report you will find the
Independent Auditor’s Report reflecting the unmodified or “clean opinion” issued by KPMG, our
external independent auditors. The report was presented to and accepted by the University
System’s Board of Trustees on October 25, 2019.

In addition, also attached pursuant to RSA 187-A:25-a is information provided to the USNH Audit
Committee by KPMG, its external auditors.

Please feel free to contact me with any questions on the report.

Respectfully,
Cathering’A—Provencher
Vice Chancellor for Financial Affairs and Treasurer

Enclosures

5 Chenell Drive, Suite 301 Concord. New Hampshire 03301 . usnh.edu
UNIVERSITY OF NEW HAMPSHIRE - KEENE STATE COLLEGE - PLYMOUTH STATE UNTVERSITY - GRANITE STATE COLLEGE




LYOdIY TYNNNY

m.w. fn.n q

3
i "
S R s 3

Pl M2 ;,..o
_Emzm m b_m 5>:

Ln, o 23; St

-. M) b0 ul e

P Doee el
T : ™

m EmnEmm Bmz ,
2 () 3682:: ,

v

s .3 .
w.w.ml.f.»l.:




University System

of New Hampshire

The University System of New Hampshire (USNH) includes the University of tNew Hampshire (UNH), with campuses in Durham,
Manchester and Concord, Plymouth State University (PSU), Keene State College (KSC) and Granite State College (GSC). KSC, PSU and
UNH Durham are the three residential campuses of USNH. The system envolls 32,000 students and is committed to providing access to
affordable, high-quality education and to creating a talented workforce to serve the state’s businesses and communities. A 29-member

board of trustees is responsible for overseeing the system. The chancellor is the chief executive and academic officer of USNH and is
responsible for developing, recommending and implementing the board's policies and decisions.
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University System of New Hampshire

. University of New Hampshire, Durham 7. Granite State College, Conway
. University of New Hampshire, Manchester 8. Granite State College, Manchester
. UNH Franklin Pierce School of Law, Concord G Granite State College, Nashua {Colocation)
@ . Plymouth State University ' 10 Granite State College, Portsmouth
@ . Keene State College ~ 11.Granite State College, Rochester
a6 . Granite State College, Concord

The 2019 Annual Report is a publication of the University System of New Hampshire. Prior year University System annual reports are available onling at
hnps#/wwwusnh.edu/aboutlpublicarions. University System of New Hampshire, 5 Chenell Drive, Suite 301, Concord, NH 03301 603-862-1800.
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Founded in 1866, UNH is the state’s flagship public research university, with campusesin
Durham and Manchester, and the UNH Franklin Pierce School of Law in Concord, More than -
16,000 students, representing 50 states and 71 countries, attend UNH, which offérs 130 un-
dergraduate and 70 graduate programs of study. UNHis awarded more than: 5100 million in
competitive research funding each year, and was ranked among the top 50 puhhc unwersrtles
in the nation, from among 629 ranked by L1.5. News & World Report for 201 9 More than 5,000
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KM  Chancellor’s Letter

As the state's four-year public higher education system, the University System of New Hampshire is particularly
focused on serving the needs of New Hampshire, with a public mission focused on our state’s most urgent
workforce needs. USNH is the largest provider of our state's teachers and workers with bachelor's degrees in
science and engineering.

With support from the State, the University System is undertaking the largest single capital project it has

ever undertaken at UNH in order to address and support the needs of New Hampshire's growing biological
sciences industry. This iniciative, along with targeted investments in labs in Manchester, wil
also support the emerging multidisciplinary field of regenerative medicine, an industry with
which all of our institutions are engaged. In recognition of the acute shortages of health care
professionals across New Hampshire and New England, all four institutions are engaged in
expanding health care programs and capacity. A strategic invesiment from the State of

$9 million will support the doubling of nursing capacity at UNH, as well as address a number
of other health care-related workforce needs.

The key to preparing New Hampshire’s workforce is strengthening our in-state pipeline of
educated workers, and that requires affordable access to our public colleges and universities.
Holding down costs by leveraging economies of scale across the system has long been a
focus of USNH. Those efforts have been enhanced through strategic procurement and the
aggressive management of health care benefits costs, as well as ongoing cost-containment
efforts. The governor and legislature advanced a budget that will enable the University
System to freeze tuition for the 2020-2021 academic year, sending a strong signal to students and their families
that our in-state options provide great value.

Additionally, all of our residential institutions offer the Granite Guarantee, enabling Pell-eligible New Hampshire
students to attend tuition-free. In December 2018, USNH expanded its commitment to New Hampshire students
by offering the Granite Guarantee to graduates of the Community College System of New Hampshire. The
expansion of this program now means that qualified, in-state students wha receive Pell grants can attend
tuition-free when they transfer directly from the Community College System to a USNH residential institution.

New Hampshire's public four-year institutions are critical to the state’s talent pipeline and serve as one of New
Hampshire’s most critical econamic engines. The University System will continue to work to maximize the
return on investment for the State, our students and their families, ensuring that we deliver state-of-the-art
solutions that empower our workforce to advance the quality of life of our residents and communities.

/4 a{;“/{
Todd Leach
Chancellor
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" USNH is the Most Administratively
Efficient System in the Northeast

USNH is the most admiriistratively efficient public 4-year system
in the Northeast, and it is more efficient than NH's private 4-year
not-for-profit sector, according to data fiom the National Center
for Education Statistics, Integrated Postsecondary Education Data
System (IPEDS).

USNH’ administrative expense on a per-student basis is lower than
that of any public 4-year systemn in the Northeast, which inciudes New
England, Pennsylvania, New York and New Jersey. Expenses include
support for executive management, fiscal operations, general
administration, public refations, fundraising and development and
administrative [T,

Administrative Efficiency
institutional support expense per student FTE
$6,000

NH/USNH
NH Private 4-Yr

stestdatali3iyearaverage)
&-; 2 . A \;:i.'f“.
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Mood "s Affirms Bond Ratings;
Cites USNH's Strong Fiscal Oversight

Citing strong fiscal management and leadership team,
rating agency reaffirms USNH bond ratings

At a time when credit rating agencies are giving higher education a
negative outlook, the University System of New Hampshire had its
strong credit rating affirmed with a stable outlook by Moody's
Investors Service.

In its credit opinion, Moody's stated, “The stable outlook reflects
our expectation that the system will maintain positive operating
performance despite stagnant state support. We expect the
system’s strong leadership team will carefully navigate a challenging
state funding environment and focus on stabilizing enroliment to
produce ongoing positive operating margins.”
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Degree Completion

USNH ranks 1st in New England {(and the Northeast) and
3rd in the US. among public systerns for bachelor's
degree completion.

NH/USNH 78.9%
VT 78.1%
MA 74.7%

T 72.8%

ME 56.5%

Source: National Studeni Clearinghouse. Rl omitted for technical reasons
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Student Loan Default

USNH consistently ranks among the top sysiemsin the US. with the
lowest average loan default.

NH Private4Yr KRR

U.S. All Sectors ISR
US.Public4Yr GRS
Northeast Public4Yr R
New England Public4Yr JEEE:EG
NH/USNH X

Source: National Student Loan Data Sysiern
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NH Employment Distribution
Across NH Industries Overall &
USNH In-state Graduates

The industries chosen by NH graduates with bachelor's
degrees from the University System afign with the
workforce needs of our state.
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USNH GRADS IN NH

Source: USNH analysis of NH Employment Security data

Average In-State Cost of
Attendance for NH 4-Year

Colleges and Universities

Average undergraduate net price after all grant and scholarship aid.

Price includes tuition, mandatory fees, books and supplies, room and
board and other expenses as calculated for financial aid.

SNHU $40,617 ®
St. Anselm $31,268 @
Dartmouth $30,421 @
NH Inst of Art $28,458 L
Colby-Sawyer $27,085 L
NEC $26,966 @
MEDIAN $25,748 @
@
@
@

UNH $24,529

I

Franklin Pierce $24,266

Rivier $23,922
PSU $21,829 Ry
[V ——@
GSC $13,911

Source: US. Department of Education, U.S. College Scorecard
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USNH awards 200 bachelor’s
and advanced nursing
degrees annually.

10 | University Systemn of New Hampshire

Nursing Graduates

Since the program began in 1963, more than 2,500 students have
graduated from a UNH nursing program. This year, UNH enrolled

80 students into the entry-level nursing program. UNH' family nurse
practitioner graduate program enrolled 78 students last year and,
overall, more than 70 percent of those who graduaie practice in
New Hampshire,




“At a time when New Hampshire’s primary care shortage leaves dozens

of openings basically unfilled each year, nurses must step up and assume
greater leadership roles in healthcare. UNH makes this easier by educating
generations of students in the evidence-based practice and independent
thinking for which UNH is recognized nationally and globally.”

— UNH alumna Christina Ferreri '02G
Elliott Health System
President of the New Hampshire Nurse Practitioner Association

Rural Telehealth Health Care Partnerships

The new Telehealth Practice Center is bringing cutting edge More than 1,900 providers in the state who deliver care to 50 percent
health care technologies to UNH to ensure that students and of the population have partnered with UNHS Institute for Health Policy
NH' healih care providers are equipped to provide innavative and Practice to improve health care practices throughout the

care to the most rural areas of the state, Student enrollment in Granite State.

telehealth courses tripled from 2018 to 2019, ‘

Universily System of New Hampshire | 11







Partnerships within Public Higher Ed

GSC Invests Over $450,000 in
Advancing the Nursing Workforce

Since the inception of the RN to BSN Pathway, a partnership between the Community College
Systern of New Hampshire (CCSNH) and USNH, Granite State College has made significant
investments in the nursing workforce by offering a competitive, seamless, affordable, efficient
and 100% online bachelor of science (BSN) in nursing degree, thereby, building a bridge
between the state’s two public higher education systems. When a NH resident graduates from
CCSNH with a conferred associate degree in nursing (ADN), they become eligible for the RN to
BSN Pathway scholarship at GSC, which reduces the per-credit cost of tition for accepted and
qualified students to a rate equal to the CCSNH tuition rate.

Keene State College and Community College
System Open Doors to Four-Year Degrees

Keene State College and the Community College System of New Hampshire (CCSNH)
are partnering to share administrative and classroom space on Keene State’s campus,
broadening opportunities for affordable educational offerings in the Monadnock region
and offering seamiess transfer pathways to four-year degrees for CCSNH students.
Starting in the fall of 2020, River Valley Community College will teach its courses in Keene
State’s classroomns and laboratories. By the fall of 2020, community college leaders
expect to add an associate degree in accounting as well as a licensed practical nurse
program in Keene. “We are proud to partner with CCSNH to leverage our strengths and build
a network of learning opportunities that meet the needs of people throughout their lifetimes.
This is the kind of effort our state needs, and this is what New Hampshire residents deserve”

- Dr. Melinda Treadwell, Keene State College President

DPT Program at PSU

The Plymouth State University Doctor of
Physical Therapy (DPT) degree program

is the first offered by a public institution
of higher education in New Hampshire.
The program features early opportunities
for clinical practice that are sustained
through to graduation. The programs focus
on experiential learning, applied research,
regional service and leadership. These
program graduates will be positioned to
enter their fields ready to practice and
engage in life-long learning, innovation
and transformation.

Expanding Addiction
Treatment Professionals

UNH's NH Citizens Health Initiative is
partnering with the Department of Nursing
to empower more than 150 nurse
practitioners with expertise to take on
new substance abuse patients via training,
guidance and a learning network that allows
them to prescribe medications to those in
need. The program connects UNH nurse
practitioner students with specialists via
video conferencing so remote providers
can be available yet remain at their own
clinics to treat patients.

University System of New Hampshire | 13
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Plymouth State University Hosts Inaugural Governor’s Cup FIRST®
NH Robotics Competition
New Hampshire Governor Chris Sununu, FIRST® New Hampshire, the University System of New Hampshire, the Community College System

of New Hampshire, Eversource, BAE Systems and Fidelity have parinered to present The Governor's Cup - an off-season robotics competi-
tion for the state’s high school FIRST Robotics Competition teams hosted at PSU. In addition to providing the state’s high school robotics

teams an opportunity to compete prior to the official FIRST Robotics Competition season, up to 50 high school m FIRST ‘
seniors had the opportunity to earn one-semester scholarships to New Hampshire's public institutions. :
|
i
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£\ 88 Technology

“We teamed up with the University System, Community | “This is a total

College System and FIRST to create The Governor's Cup. home run for
The Governor's Cup is a truly unique opportunity for Granite State
students from all across our state to further develop their students.”

STEM skills in a fun and competitive environment.” -Dean Kamen,

-Governor Sununu founder of FIRST
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PSU Meteorology Students’
“Snowpack-Sensors” Aid
Avalanche and Flooding Analysis

A group of undergraduates, graduate students, and researchers
designed, built and deployed low-cost devices during the

2018-2019 winter season to better predict mountain avalanches.
Flooding is a major concern throughout New Hampshire, and the PSU
sensors record snow depth and temperature - important factors used
in flooding forecasts. Commercially available recorders can be cost:
prohibitive, but the PSU-built versions were built for approximately
$300 each. Students gained first-hand experience assembling and test-
ing the units that were constructed from off-the-shelf components,

PSU Brings High-Tech Robotics
Programs to the North Country

Plymouth State University expanded NH first bachelor's degree
program in robotics with a dedicated assembly and experimentation
areain a new makerspace. The electromechanical technology and
robotics (EMTR) program integrates electromechanics, microcon-
trollers, software and computer science with artistic design o build
and design real-world automation systems. These students graduate
prepared for in-demand jobs while becoming innovators

and entrepreneurs.

Keene State Prepares Optics
Engineering Workforce Through
Industry Partnerships

Responding to requests by regional optics engineering and
precision manufacturing companies, Keene State College has
initiated the development of credential and degree programs in

this field. The curricula is being developed through a partnership
joining KSC faculty and industry leaders in the region - BAE Systems,
Corning, Moore Nanotech, StingRay, Chroma Technologies and Omega
Optical. As a result of this collaboration, Keene State leaders are now in
the process of identifying capital investrent opportunities to develop
the Monadnock Business Partnership Hub, a physical space that will be
home to the new optics program as well as other regional workforce
development partnerships.

UNH Manchester Launches
Cybersecurity Engineering
Program to Meet Market
Demand for Talent

In response to increasing market demand to protect against severe
cyber threais and data breaches, UNH Manchester launched a
master's degree program in cybersecurity engineering for the fall
2018 term. Cybersecurity jobs in the state are predicted to grow by
28 percent over the next 10-year period. This new program will help
to build that workforce by preparing graduates to develop, engineer
and operate secure information systems.

“There is a growing investment in cybersecurity, a growing need for
cybersecurity professionals and a growing gap between that need
and workforce supply; said Mike Decelle, dean of UNH Manchester
and board member for the New Hampshire Tech Alliance.

University System of New Hampshire | 17
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GSC Awards College Credit to
First Responders for Their Training
Supporting public service professionals

Granite State College offers college credit for a pre-approved range
of law enforcement, firefighter and EMT training. These programs
help to propel public service professionals toward a four-year degree,
strengthening their leadership capacity and preparing them for
advanced positions.

“Education raises the bar for your own level
of knowledge and increases the confidence
that we have in ourselves and that the public
has in us.”

- Dawn Shea 18
Detective Sergeant
Allenstown, NH

GSC Honored for Best Online
Bachelor’s Programs and Top
College for Adult Learners

For the seventh year in a row, Granite State College has achieved a
top-100 ranking for its onfine degree programs from .S, News & World
Report. GSC is #76 among a pool of more than 1,700 institutions that
were surveyed for online bachelor’s programs nationwide. The online
graduate business programs (non-MBA) garnered a #94 ranking. In
2019, GSC also celebrated its #11 ranking from Washington Monthly
for Best Colleges for Adult Learners (4-year).

University System of New Harnpshire | 19
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Residents assisted

Nearly 119,000

5,200+
Extension volunteers
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UNH Extension Wins National Honors for
Community and Economic Development

UNH Extension improves citizens' lives and our state’s economy by fostering workforce
development, healthy famifies, sustainable natural resources and collaborative solutions
for the state's most pressing issues. With nearly 100 employees staffing offices in all 10
NH counties, Extension has far-reaching impact in every Granite State community.

This year saw phenomenal growth of Nature Groupie - a state-of-the-art online
platform created in partnership with UNH Innovations - connecting energized

citizens with important conservation projects in need of volunteers. To date, nearly
6,000 Nature Groupie volunteers have helped to clean rivers, restore wildlife habitats,
maintain trails, plant trees and do research for more than 200 environmental organizations.
In 2019, the program was trademarked and plans are in place for a sustainable national
rollout of this market-based approach to achieving the public good.

University System of New Hampshire 1 21




National Guard: Spotlight on Granite State College

Recruiters believe that a key incentive for joining the National Guard is the promise of a free college education at USNH schools. Many who
choose this path are part of the student body at Granite State College. Guardsmen are our citizen-soldiers who, in addition to their military
responsibilities, have families, jobs and bills to pay. Granite State’s focus on adult learners fits with their lifestyles and GSC's flexibility allows them
to pursue their education even while deployed.

Our Guardsmen have conducted international combat operations in the Middle-East and been involved in humanitarian missions in Central
America and across the US. First-hand experiences of other cultures and viewpoints from across the globe inform their participation in the
classroom and bring the world home to New Hampshire. Granite' State College provides these service members with more than just diplomas;
it provides fundamentat professional development. GSC programs develop better communicators and critical thinkers and hone technical and
managerent skifls that Guardsmen use in their civilian jobs and while on duty.

Since 2009, USNH has provided NH guardsmen and women with more than 5,000 tuition waivers,
totaling nearly $18M.

22 | University System of New Hamgpshire



KPMG LLP

Two Financial Center
60 South Street
Boston, MA 02111

Independent Auditors’' Report

The Governor and
Legislative Fiscal Committee
State of New Hampshire; and
The Board of Trustees
University System of New Hampshire:

We have audited the accompanying statements of net position of the University System of New Hampshire (the
System), a component unit of the State of New Hampshire, as of and for the years ended June 30, 2019 and
2018, the related statements of revenues, expenses and changes in net position and cash flows for the years
then ended, and the related notes to the financial statements, which collectively comprise the System’s basic
financial statements for the years then ended.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Cpinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the net position

of the University System of New Hampshire as of June 30, 2019 and 2018, and the changes in its net position
and its cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.

#PMG LLP 13 a Dotaware bmuted tabiley parine-stig and ina U § memoer
firm of the EPMG network of irgepenoan: merner liems atldated »nth
SPMG Intarnational Cocparanve (" KPIMG Intarmanonal™), a Svass anuty
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Emphasis of Matters

As discussed in Note 1 to the financial statements, in 2019 the System adopted Governmental Accounting
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations, and GASB Statement No.
88, Centain Disclosures Related fo Debt, Including Direct Borrowings and Direct Placements. Qur opinion is not
modified with respect to these maltters.

Other Matter - Required Supplementary Information

U.S. generally accepted accounting principles require that the management's discussion and analysis on
pages 25-33 and the required supplemental information on page 50 be presented to supptement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
GASB who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operalional, economic, or hislorical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audits of the basic financial statements. We
do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

KPMme P

October 30, 2019
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June 30, 2019 and 2018 {Unaudited)

. Introduction

The fallowing Management’s Discussion and Analysis summarizes the financial
condition and results of activities of the University Systern of New Hampshire
(USNH} for the fiscal years ended June 30, 2019 and 2018, This analysis provides
a comparison of significant amounts and measures 1o prior periods and, where
appropriate, presenis management’s outlook for the future.

USNH is a Section 501(cH3) corporation organized under the faws of the State of
New Hampshire to serve the people of the state as the key provider of public higher
education for bachelor's and advanced degree students. USNM accomplishes its
mission by operating four educational institutions that collectively offer a broad

- array of education, research and public services for the state. Thase institutions
include the University of New Hampshire {UNH), Plymouth Staie University (PSU),
Keene Siate College (KSC) and Graniie State College {GSC). While select programs
are active in other regions as well as abroad, most of USNH's activities take place at
the three residential campuses (UNH Durham or UNHD, PSU and KSC). UNH-Manches-
ter and UNH School of Law (UNHM and UNHL), the UNH Cooperative Extension
and Small Business Development Centers located throughout the siate and the

six regional sites of GSC, The accompanying financial statements also include the
activities and balances of the University of New Hampshire Foundation, Inc. (UNHF)
and the Keene Endowment Association (KEA), two legally separate but affiliated
entities. (See Note | to the Financial Statements for additional information on
affiliated entities.)

Il. Economic Outlook

As of June 2038, the US Census Bureau projected that through 2030 the number of
New Hampshire residents between ages 15 and 19 will drop 6.3% (approximately
5400 studenis) from the then-current level of 85,131. The dip would then be partially
recovered over the following ten years to approximately 83,300 by 2040. This is one
near-term trend impacting enroliment at USNH campuses, However, it is mitigated

by other trends including increased demand for fifth year programs culminating in
graduate degrees, as well as local industry needs for higher education levels of new
hires. At 2.5% as of June 2019, New Hampshire has the fourth lowest unemployment
rate in the country behind only lowa, North Dakota and Vermont. This compares o
the national average of 3.7% and is welcome news for our graduates as they transition
into the state’s workforce, Over the past few years USNH institutions have increased
partnerships with the state and businesses to offer and expand programs in areas of
expected economic growth including nursing and other health-related programs, as
well as robotics and other new technologies. In short, our campuses continue to focus
on meeting both local and regional demands for quality educaiion. The remainder

of this report describes the results of financial operations for the year ended June 30,
2019 with comyparisons to prior years,

lll. Financial Highlights

A, Revenues

Chart 1 to the right shows USNH' operating revenue streams including state
appropriations, which totaled approximately $1 billion in both fiscal years 2019 and
2018, Given our tri-fold mission of instruction, research and public service, the vast
rajority of USNH revenues are generated by the provision of educational and
auxiliary services. As shown in Chart 2, institutional financial aid expenditures
continue to surpass aid provided by grants and student loans issued.

Management’s Discussion and Analysis

Chart 1: 2019 Gross Revenues by Source
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USNH has provided over $1.5 billion in direct financial aid to students over the past
ten years, Approximately $331 million (229} of this total was from grants and
contracts. Over $1 billion (71%) came from campus general funds, and the remaining
7% (5105 million) was provided by gifts and athletics programs. USNH continues 1o
focus on this area with the goal of limiting student and family loan debt for

our graduates.

Chart 2: Student Aid Trends
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As seen in Table 1 below, enroliment at the flagship campus has remained stable
over the past five years at an average of over 15,500 FTE students for all UNK locatians
combined. UNH's Durham campus had large increases in freshmen applications over
the past four years as shown in Table 2. Their enrollment strategy remains focused on
anracting exemplary studenis. Approximately 409 of new UNHD students in the fal

of 2018 ranked in the top 20% of their high schoal class reflecting the continued quality
of the population. UNHs new president also published four strategic principles 1o

drive UNH to become one of the top 25 public universities in the US, These include
enhanicing student success and well-being, expanding excellence, embracing New
Hampshire, and buillding finandial strength.

Under the leadership of thair new president, KSC began grouping its academic
programs inta two new schools during 2019. This is expected to result in
administrative efficiencies and sharing of resources. Their School of Arts, Education
and Culture now houses education, journalism, communications, philosophy,
Holocaust studies and several other majors. In addition, the School of Sciences,
Sustainability ang Health includes architecture, chemistry, political science,
nursing, human performance, and enviranmental studies as well as technology
and other related programs,

Table 1: Full-Time Equivalent Credit Enroliment
For the Fall of Each Fiscal Year

2015 | 2016 | 2017 | 2018 2015°
UNH (all campuses) | 15,466 15,657 1:5,47.‘3 15669 | 15629
PSU 4346 |- a7 | aga1 | 469 r.;14,17:4
KSC s | axso 4160 3758 | 3487
GsC 1685 | 1658 | 1584 | 1446 | .18
Total USNHFTEs 26188 | 26239 | 25858 | 25567 | 25356
NH Resident 14308 | 13742 | 13340 | 12940 { 12802
Nonresident 11880 | 12497 -ll2,618l 12627 | 12514
Total USNK FTEs 36188 | 2623 125,858:" 25567 | 25356
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For 2019 the residential campuses limited wition increases for NH students to 2.5%,

and G5C fimited their NH-resident increases 1o 2.3%. Nonresident tuition revenues
increasad 2.6% (57.7 million) over the prior year. For the past two years approximately
519 of USNH students were NH residents when calculated on a full-time equivalercy ..
basis. New England has historically been known as a premier location for the pursuit

of higher education, whether at a public or private institution. While that is still true,
regional school age populations are expected to decrease over time, resulting in

more competition for the smaller number of NH students.

USNH is working to ensure New Hampshire studenis are prepared to meet the needs
of the State's workforce. While financial aid from granits have remained stagnant for
the past several years, institutional financial aid grew 6.1% (594 million) in 2019 after
a 10% (5138 million) increase in 2018, USNH has also made significant changes in
the way it awards financial aid. During 2018, UNH launched the Granite Guarantee ,
program which covers the cost of tition for all federal Pell-grant eligible New
Hampshire students. The sister USNH residential campuses were quick to follow
suit. This program is funded with restricted gifts as well as unrestricted sources. The
Siate is also partnering in this area by renewing its Gavernar's Scholarship Fund

for NH resident students. A review of New Hampshire's school population data by
age grouping suggests that our enrollment chalfenges will increase in future years.
Planning for this possisility includes more programs for adult-learners curcently in
place at all campuses, and future capital project plans now include consideration of
these impacts as well.

Table 2: Freshman Applications, Acceptances

s and Enrollees at UNH Durham*

For the Fall of Each Fiscal Year
2015° | 2006 | 2017 | 2018 | 2019
Freshmen sl
applications received] 18420 { 19255 | 20203- }- 19966 | 2009
Acceplances as % ’ B , et
of applications . B0%. T 71% 76% 77% 77%
Enrolled as % of S
acceprances 18% 24% 19% 20% | 20%

* Comparable data for other campuses is available upon request.



Chart 3 below shaws USNH's major revenue stream trends for the past ten years. As seen in the graph, state appropriation revenues were cut by 50% in 2012, which resutted in
asignificant increase in resident tuition rates for fiscal years 2012 and 2013, USNH then held resident tuition rates flat thsough 2015 as the appropriation was partially restored.
Inflationary increases in the resident tuition rates were added for 2016 through 2019. As evidenced by the financial aid growth shown in Chart 2, USNH is committed to working
with the State to ensure that New Hampshire's students have access 1o a quality education at an affordable price.,

Chart 3: Ten Year Revenue History
Before Application of Student Financial Aid
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B. Operating and Capital Expenditures ,
USNH's operating expenses {including interest) decreased $3.4 million or 0.4% over the 2018 level; and 2018 expenses increased only 1.5% over 2017. There have been
significant efforts to erganize USNH employee groups over the past few years. USNH now has agreements in place for twelve groups representing 1,378 individuals or
approximatety 23% of the nonstudent employee population. Nangrant employee compensation costs increased slightly (759,000 or 0.2%) for the year. Depreciation
charges for buildings and equipment increased by $160,000 or 0.2%. USNH recorded $93,000 of amortization expense related to the adoption of GASB 83, Certain Asset
Retirernent Obligations, in 2019.This is offset by nongrant supplies and services and utility cost decreases of nearly $2 million from the 2018 level.

USNH recently restructured its purchasing activities 1o have alt campus Procurement personnel report centrally. This model of local delivery with central oversight is
designed to contain casts by combining our purchasing volumes across the state. As part of this initiative USNH contracted for a system-wide online purchasing system
during 2018, This new system is expected 1o be live in calendar year 2019 and is designed to streamline business processes and provide tools needed for data driven
procurement decision making. '
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Chart 4: Expenses by Functional Classification
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Chart 4 displays USNH's operating expenses for the past three years by functional,
rather than natwral, classification. The increases in finandial aid discussed above are
clearly depicted in the graph. That is the only cost category with such significan
growth. {Additional detail on operating expenses by function can be found in
Noie 13 o the Financial Statements)

The campuses had several major capital projects underway during 2019. The Geneva
Smith Residence Hall ($8 million) at PSU was completed in 2019. The Health and
Human Performance Center (510 million) at PSU, KSC's Mason Library expansion for
Holocaust study materials funded primarily with gift proceeds (35 million), and the new
water treatment plant that UNH will share with the town of Durham ($20 million} aze all
expected to be completed in fiscal year 2020.

From 2002 to 2013, USNH received significant state capital appropriations to renovaie
specific academic buildings on each campus. During ihe past ten years operating and
internal funds totaling $211 million were used to supplement the state appropriations.
However, there are still several buildings in need of improvement at each campus. This
work is needed 10 ensure USNH can meet the education and experiential needs of its
students. Because state capital funding has been significantty reduced over the past
several years, USNH campuses must strategically prioritize the available limited funding
for capital assets, white at the same time not allowing deferred maintenance needs
10 escalate. In addition, USNH is only authorized 10 issue debi for self-supporting,
auxiliary projects. The related debt service is then funded by student fees for each type
of auxiliary service (housing, dining or recreation),
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Chart 5 below shows the funding sources for USNH's capital spending over the past
fifteen years. USNH spent over $1 billion dusing this time to consiruct and rengvate
buildings and infrastructure at all campuses. One of the largest sources of funding
for the related projects was debt issuances of 5427 million. Plant and equipment
depreciation expenses of $763 million were recorded during the same period.
(See Notes 5 and 8 to the Financial Staterments for additional infoermation on
property and equipment, and debt balances)

Chart 5: Capital Funding Sources, 2005-2019
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C.tnvesting Activities

Cash and shori-term investment balances totaled approximately $224 million

on June 30, 2019, This compares 1o $206 million on June 30, 2018. (See Note 2 to
the Financial Statements for additional information on cash, cash equivalents and
shori-term investments) USNHS long-term investmenis are primarily derived from
endowment gifts intended to be invested in perpetuity. With Board approval USNH
also invests select large, current-use gifts, and unrestricted balances held centrally,
as quasi-endowment funds, These amounts are invested in one of three venues
depending on whether the donor contributed to a camgpus, the UNH Foundation
{UNHF), or the Keene Endowment Assaciation (KEA). The investment pools are
managed 1o provide the highest rate of return over the long term given an
acceptable level of risk as determined by the responsible iduciaries. The USNH
Consolidaied Endowment Pool holds funds for the benefit of all campuses. The
UNHF endowmeni pool holds funds for the benefit of UNH only, and the KEA pool
holds funds for the benefit of KSC enly. The USNH Board of Trustees has fiduciary
responsibility for the USNH Pool, whereas the separate boards of UNHF and KEA
have their own investment policies and are responsible for those investments,
Below is a summary of USNH's endowment and similas investment values for the
past three years.

Table 3: Endowment and Similar Investments

Market Value Summary
{$ in miflions)
As of June 30,

2019 208 |: 2017
USNH Pool $542 $527 “sigs
| UNHF Pool 36 225 204
KEA Pool 10 9 -8
Funds held in trust 16 - 16 16°
Life income/Annuity Funds _5 4 _4

5509 IR

While the two larger pools are primarily invested in funds, the KEA pool primarily
holds individual stock and bond investments. As shown in Table 4 above, the KEA
pool net gains over the past three years averaged 11.6% and the USNH and UNHF
pools averaged 9.0% and 8.8%, respectively, before distributions. During fiscal year
2019, the Investmant Commitiee of the USNH Board of Trustees vored to change
the target asset allocations for investments in the USNH Endowment poal. The
changes included increasing the targets for public and private global equities, while
also reducing the targeted level of flexible capital investments. These changes will
he incorporated over several years to ensure prior fund commitments are met.

Disuributions from the endowmeni and trust funds totaled approximately $34

- million in fiscal year 2019, This compares to $28 million for fiscal year 2018. The
difference is primarity due to USNH beginning to payout on a quasi-endowment
created several years ago to support debt service payments made by the campuses.
Distributions of approximately $22 miflion were made from the USNH pool and
trusts, along with 31 million fram the UNHF pool and $401,000 from the KEA pool.
Distributions represent a smaller percentage of the USNH poo! because USKNH holds

several quasi-endowment funds for future, rather than current, use. Volatility in
returns has resulted in a limited number of endowment funds having market values
less than the original gift value (‘underwater”{unds). Recent gains have mitigated
this in most cases, Of the 1,504 true endowment funds maintained in the various
endowment pools, only 31 remained underwater at June 30, 2019, This compares 1
42 underwater true endowrnent funds at June 30, 2018.The true endowment balances
underwater at June 30, 2019 totaled $710.000, compared to $440,000 at June 30, 2018.
Certain quasi-endowment funds were also underwater in both years as well, (See
Notes 4 and 12 for further information on endowment and similar investmenis.)

Table 4: Pooled Endowment Returns

Year - Ended June 30, Three Year

2019 2018 2017 Average
USNH Pool ] -
Gross return I 63% - BA% { 134%. 94%
Investment management fees 105%) 02%) (- 04%) |  (04%)
Net return o 58% 8 | 130% "90%
Distributions } @1%) - (3.2 Ve %) 36%
Net reinvested L L% 48% !0 T95% | 54%
UNHF Pool L ] i :
Gross retum S6% 86% ! 14.1%._.! 94%
Investment management fees | (06%) 1% | (O;G%) ! (06%)
Net return s 4 7o% | 13s% | 88%
Distributions (8% (53%) ¢ (57%) | 49%)
Net reinvested 2% 26% ¢ _18% 39%
KEA Pool l
Gross return 109% -] 147 ( 113% | 123%
Investment management fees 07 - 07%) [ ©7% t [07%)
Net return 102% | 140% [ 106% | 116%
Distributions @)' '. B7%) | E7%) | (46%)
Net reinvested 57w 103% | a9 | 70%

IV. Using the Financial Statements

A. Statements of Net Position

The Staternents of Net Position on the following ewo pages depict all USNH assets,
liakifities, and deferred inflows/outflows of resources on June 30th each year, along
with the resulting net financial position. An increase in net position over time is a
primary indicaior of an institution’s financial health. Faciors contributing ia future
financial health as repored on the Statements of Net Position include the value and
liquidity of financial and capital investments, and balances of related obligations.
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Table 5 below shows condensed informaion from the Staiements of Net Position at June 30 for the past five years. Note that we have akso included certain condensed
information as of June 30, 2018 by campus herein as required by regional accreditation agendies.

Table 5: Condensed Information from the Statements of Net Position as of June 30,

($ in millions)

b . 2015 2016 { 2017, . | 2018 t 2019*

Cash and short-term investments S 237 2 $ 228 s 213 S 206 5224

Endowment and similar investments 679 - 655 i 730 i . 78 " .gh9 |
Property and equipment, net . 1010 1077 © 4 D120 < ERVY) AR ALY/

- Other assets and deferred outflows of resources .o 168 162 D106 95 o 92
Total Assets and o ‘ .o e - .ot
Deferred Outflows of Resources - 2094 212 e _2169 2204 ; M

Derivative instruments - interest rate swaps 30 37 CO L 18 P 23

Postretirement medical benéfits . 54 . '56 - .83

Long:terin debt ' '500° 7 519 - oL 50 1488 - 465

Other liabilities and deferred inflows of resources | ., - 160-" 169 _ 152 160 . w73

* Total Liabilities and L T e ) -
Deferred Inflows of Resources < 744 78 735 756 744

Net investment in capital assets ‘ .598 - 630 o 651 665 .. 78S

L Restricted financial resources ) 413 405 ' ©asa 481 = 495

Unrestricted financial resources T 339 _ 306 C 39 30 . _318
Total Net Position §1.350 51341 $1,434 "$1,448 T5i498 .

*Beginning net position restated to reflect the adoption of GASB 75 related to postretirernent medical obligations
**Beginning net position restated to reflect the adoption of GASB 81 refated to asset retirement obligations

As shown above, cash and short-term investment balances have been relatively
stable over the past five years. In 2017 endowment returns rebounded afiter net
losses in the prior two years. The 2018 and 2019 endowment gifts and gains were
more moderate, but increased ihe restricted net position, as well as the investment
asset balances. The other assets balances above include investments of 569 mitlion,
$57 million, $11 million and $4 million, held by cur bond trustee related 1o our
Series 2015 and 2016 bond issuances for 2015 through 2018, respectively. As of
June 30, 2019, USNH no longer had any debt proceeds held by bond trustees.

In 2017, USNH also transferred assets related 1o our Operating Staff Retirement
Program into a tiust, and applied the provisions of GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. The actuarial reviews compleied

for the plan for 2017 and 2018 resulted in the recording of a net pension asset of
approximately $1 million. Accordingly, no related pension liabilities are recorded for
the plan beginning in 2017. The net pension assets were significantly reduced in
2015, A balance of approximately 5779,000 remains in other assets for this program
as of June 30,2019.

Deferred inflows ang outflows of resources include changes in the fair value of
USNH' interest rate swap derivatives, as well as accounting gains and losses
related io refinancing certain bonds autstanding. The impacts of changes in
actuarial assumptions, differences between projected and actual earnings, and
benefit payments made after the measurement dates of USNH benefit plans are
also included in deferred inflows and outflows beginning in 2017 depending on

the type of plan. Beginning in 2016, additional deferred inflows and outflows were *

recorded related to asset retirement obligations.
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The reduction in other assets and deferred outflows of resources in 2018 is due 1o
a 57 mitlion reduction in the fair value of imerest rate swap obligations, offset by an
increase in accounting losses on debt refinancing and postretirement medical
plan benefit payments which were made after the actuarial review measurement
date in 2018.1n 2018, USNH adopted the piovisions of GASB Staternent No. 75,
Accounting ond Financial Reporting for Posternployment Benefits Other than Pensions,
for our postretirement medical obligations. The actuarial review completed for the
Postretirement Medical Plan at that iime resulted in recording deferred inflows
and outflows in both fiscal year 2018 and 2019. Additional postretirement medical
changes were recorded in 2019,

In 2018, the UNH Foundation also adopted the provisions of GASB Statement No.
81, Irevocable Spiit-Interest Agreements, which resulted in recording deferred inflows
of approximately $1 million and 52 million in 2017 and 2018, respectively,

USNH has large liabilities related to long-term debt and postretirement medical
benefits. Bond and capital lease principal payments ranged frorm $16 million to
$21 million for fiscal years 2017 through 2019.The postretirement obligations
represent the actuarially-determined value of medical benefits provided 1o certain
current and former employees for various periods, including the remaining life of
the pariicipants in some ¢ases. {See Notes 7 and 8 to the Financial Statements for
additional information in this regard.)




Net position is reported in three categories. The net invested in capital assets amount represents the historical cost of property and equipment reduced by total accumulated
depreciation and the balance of related debt outsianding for certain auxiliary buildings. Restricted financial resources include balances of current and prior year gifis for
specified purposes such as scholarships or academic programs, as well as campus endowment balances which were required to be invested in perpetuity by the original
donors (5282 million and $264 million at June 30, 2019 and 2018, respectively). Unrestricied financial resources represent net assets that are available for any future use
without legal restriction. (See Noie 14 1o the Financial Statements for further details on the corponents of net pasition.) A breakdown of asset, liability and net position

balances by campus as of June 30, 2019 is shown below.

Table 5A: Condensed Information from the Statement of Net Position as of June 30, 2019

Presented by Campus
(S in millions)
University of : Keene State e Tota!
New Hampshire Plymouth  College& Ganke | University
Campuses & . State * Endowment Sate | Chancellors Systern of New
. Foundationi - University - - Association _ College l Office Hampshire
Cash and short-term investments $7259 $ 36 5 55 522 ! S(-|f18) 5 224
Endowrment and simitar investments - 409 . 29 139 8 é 324 809
Property and equipment, net R 191 L4 7 ' ! 1117
Other assets and deferred outflows of resources {29 _ {9~ 3 _{n _124 @

Total Assets and . .

Deferred Outflows of Resources @ : _246 ‘ ﬂ _36 3o _2242
Derivative instrurments - interest rate swaps .- Co- - - 3 23
Postretirement medical benefits 64 1 1. s 83
Long-term debt 185 - 9 98 . - - 83 465
Other liabitities and deferred inflows of resources - 8 _ 14 13 2 - 56 __173

Total Liabilities and

Deferred Inflows of Resources _337° 124 ~122 _ 4 157 744
Net investment in capital assets 49| 79 74 5 36 685
Restricted financial resources 41_7 27 43 8 .- 495
Unrestricted financial resources _ 143 _16 __3_2 _19 _108 __ 318

Total Net Position $1,051. $122 " 5149 $32 $144 51498

B. Statements of Revenues, Expenses and

Changes in Net Position

Operating revenues are generally earned through the sale of goods and services.
However, GASB reporting standards require that certain USNH recurring revenues
be shown as nonoperating. This includes state general appropriations, federat

Pell grants, noncapital gifts, operating investment income, and the portion of
endowment returns used to fund the related programs. These revenue streams
are important sources of funds used to supplement tuition and fees revenue,
Accordingly, we have grouped the operating and nonoperating revenues togeiher
in the condensed statements to allow readers to better understand which revenues
support USNH operating expense sireams. Table 6 on the following page shows
condensed information from the Statemenits of Revenues, Expenses and Changes
in Net Pasition for the five years ended June 30, 2019,

The net tuition and fees revenue values in these statements reflecis the size and type
of student enrollments, as well as siudent finandal needs and academic achievement.
Auxiliary services reflect revenues from student housing, dining, and other facility
prograrns. Grants and contracts revenues reflect amaounts reimbursed by USNH
sponsors including the US governmen, state of New Hampshire, and other entities,
These revenues may alse come from awards to other institutions that are later
conwracted out 10 USNH campuses. Total operating and nonoperating revenues were
up $14 millionin 2019, primarily due to increases in operating investment income and
endowment payout. Expenses were down 53 million in 2019, after an increase of $12
millionin 2018.The increase in net position before other changes reflects USNHS
operating margin each year. USNH's operating margin for 2019 was 2.7% of net
revenues. This is prmarily due to the higher investment income levels noted above.
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Table 6: Condensed Information from the Statements of Revenues, Expenses and Changes in Net Position

for the Years Ended June 30,

{5 in mitlions)
L2015 7 2016 2017 - 2018 2019,
Tuition and fees 5472 5491 $501° . 5514 522
Less: student financial aid - {149) - (162) S a7y 188) {197).
Net wition and fees ;33 - 329 39 326 1325
Sales of auxiliary services. | 206 2 216 ns - © 24
Grants and contracts 149 149 ©, 148 153 155 -
State general appropriations 8l 81 Bl gi B,
Noncapital gifis, investment income and other revenues 166 - 79 _7 _74 88
Total Operating and Nonoperating Revenues 1 849 843 . 849 863
Employee compensation 503 529 REE-viY 533 534
Supplies and services ‘ 1203, 203 210 208 TL204.
Utilities, depreciation and interest ' ﬁ _9 100 102 : _12 :
Total Operating and Nonoperating Expenses 804 831 |83t : 843 . _840
Increase in Net Position from Recurring Activities |-*  _ 21 _18 Coe12 _ 6 23
Endowment gifts and returns, net LB (301 70 45 L2
State capital appropriations and other changes - _3 _n _5 2
Total Other Changes in Net Position _u Q7 : gin _ 50 29
Effect of adoption of new accounting standards = = - _4 _@
$-32 $ (9) 5 93 $ 14 $ 50

Total Increase (Decrease) in Net Position

Endowment gffis totaled $18 million in 2019, $16 midlion in 2018, and $13 million in 2017. Most of these gifts were due to UNH' recent capital campaign which ended in 2018,
The investrment return after distributions totaled only $8 million in 2019 after gains of $29 million in 2018 and $56 million in 2017. The volatility of endowment returns is a
significant driver of the change in total net position each year. Table 6A below provides condensed informaiion from the Statement of Revenues, Expenses and Changes in Net

Position presented by carnpus for the year ended June 30, 2019

Table 6A: Condensed Information from the Statement of Revenues, Expenses and Changes in Net Position

for the Year Ended June 30, 2019

Presented by Campus
($ in millions)
-Universityof ‘Keene State_ o Totzl
New Hampshire- | - Plymouth College& - Granite L University
Campuses& .| . State Endowment - State Chanceflor’s System of New
Tuition and fees "$370 $75 © 862 . $15 $- $522
Less: student finariciat aid (138 30 24y 5 - 197)
Net tuition and fees 232 45 38 - 10 .- 325
Sales and auxitiary services " 149 32 33 - - 2t4
Grants and' contracts 132 g 8 ) - 155
State general appropriations 55 12 11 3 - 81
Noncapital gifts, investment income and other revenies | - .- - 59 _6 . B~ _1 16 _88
Total Operating and Nonoperating Revenues . 627 - 104 % 20 16 863
Employee compensation. ) 386 &0 " 57 13 18, 534
Supplies and services _ 154 26 25 4 G- 204
Unilities, depreciation and interest --63 _19 o A7 i _2 2102
Total Operating and Nonoperating Expenses 603 - 105 99 18 15 840
Change in Net Position from Recurring Activities 24 _ _3 _2 1 2
Endowment gifts and returns, net 17 2 2 - 6 27
State capltal appropriations and other changes* __ 4 _ 1 - @ -
Total Other Changes in Net Position _2 1 .3 - © 2 7
Total Increase in Net Position $ 45 5 - 5 - 52 53 5 50

*Reflects adjustments related to adoption of new accounting standards.
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C. Statements of Cash Flows

The Statements of Cash Flows summarize transactions affecting cash and cash equivalents. Table 7 below shows summary information from the
Statements of Cash Flows for the five years ended June 30, 2019.

Table 7: Condensed Information from the Statements of Cash Flows for the Years Ended June 30,
{5 in milfions}

2015 016 | 2017 2008 | 2019
Cash flows from: . ' .o ' T ' R
Receipts from tuition and fees, net o $324 .3 83n $332°- $328 $327
Receipis from sales of auxiliary services . 28 T} 208 a7 o 24 - 216
Receipt of state general appropriations IR -{ 81 . 81 8 a
* Noncapital gifts, grants and other receipts - ‘ 190 . 193 188 203 198
Payments to and on behalf of employees @99 i (ig Bayie | GBI | 532
_Payments for supplies, services and utilities ' I P2 P S )| [227) (227) yc (322
Net Cash Provided by Operating and . S e
Noncapital Financing Activities T8 73 ' 48 . 62 &8
Net Cash Used in Capital Financing Activities : G - (110) (1200 - (83) - {78)
Net Cash {Used in)/Provided by Investing Activities . E _ 2% _65.. _0 30
Increase/(Decrease) in Cash and Cash Equivalents s - s(h -5 3 s{11) i $ 2

These siatemienis provide information about cash colleciions and cash payments made by USNH each year, The statements are designed to hefp readers assess our
abitity to generate the cash flows necessary to meet current and future obligations. Cash flows from operating activities will always be different than the operating results
on the Statements of Reverues, Expenses and Changes in Net Position because of the inclusion of noncash items, such as depreciation expense, and because the latter
statement is prepared on the accrual basis of accounting, meaning that it shows revenues when eamed and expenses as incurred. The increase in cash flows from operating
and noncapital financing activities is primarily related to the increase in grant revenues during 2018 and 2019. The net cash used in capital financing activities for 2018
and 2019 is Yower since most of the 2016 and 2017 invesiments generated by USNH's recent bond issuances had already been liquidated in prior years. The cash provided
by investing activities in 2019 is higher because endowiment investment transactions were less volatile than 2018,

D. Financial Indicatars
USNH's primary indicator of its financial health is the level of unresiricted financial resources 1o external debt outsianding. This ratio uses the unrestricted net position
balance as the numerator and the total long-term debt balance ouistanding as the denominator, USNH's 1argeted unrestricted financial resources to debt ratio is 50%

or above. The average of this ratio over the past five years was 4% reflecting sufficient available support of ongoing initiatives. (See Noies 8 and 14 to the Financial
Staternents for additional information in this regard).

Chart 6: Unrestricted Financial Resources to Total Debt

' 68.5%
65.6%

2015 2016 2017 2018 2019
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University System of New Hampshire
Statements of Net Position

{$ in thousands)
) Balance at June 30,
. 2019, 2008 -
ASSETS '
Current Assets - S N )
‘Cashand cash equivalents - TS 7542 DS 55
Short-term investments . 148166° - 151,150
Accounts receivable, net _ 220310 - 20628
Pledges receivable - current portion 3,292 32%
Notes receivable - currenit portion . .20% 2N
Prepand éxpenses and other Current assels 930" 7590 "
Total Current Assets C 260337 240506
Noncurrent Assets
Debor proceeds held by bond trusteeforconstrucnon DUIPOSES N } 4239' ‘
Endowment and similar investments - campuses <. 557084" .. 543365 °
- Endowment and similar investments - affiliated entities - 251249 237917
Pledges receivable, net of current portion ' - 4810 5,501
Notes receivable, net of current portion -14293 - 18070 .
Pension assets, net of obiigations : T 7
Property and equipment, net ofaccumulateddeprecuauon . 1117361 1,122,011
- Total Noncurrent Assets C 1946008 1931827
{TOTAL ASSETS ' L 2,206345, 2,172,333
DEFERRED OUTFLOWS OF RESOURCES 35977 31,436
LIABILITIES . o
Current Liabilities LU . :
Accounts payable and accrued expenses 65,231 59,9."24
Deposits and unearmed revenues 40242 39864
Accrued employee benefits - current poriion 6,760 - 6917
Postretirement medical benefits - current poriion ‘533t 5837
Long-term debt - current portion : <. 36203 72968
Tots) Current Liabilities CL o 143767 135510
Noncurrent Liabilities J IR ‘
Asset retirernent andotherobhgauons oL s 2000
Refundable govemmient advances B R VAT E S 16679
Accrued employeebéneﬁts. net of current portion - SRR 'Y /1)) 25736
Postretirement medical benefits, net of current portion ‘7'7'5'151 ‘ 83975
Derivative instruments - interest rate swags ' 22976 g 18,294
Long-term deb, net of currént portion 43901 & 465219
Total Noncurrent Liabilities 587509 611903
{TOTAL LIABILITIES “731,276" 747413
DEFERRED INFLOWS OF RESOURCES ' 12,500 8,700
INET-POSITION (see Note 14) R ‘
Net investment in capital assets 685015 - 665194
Restricted L
“Nonexpendable 281,70t 263969
Expendable - 213337 " 216339
Unrestricted - ‘ 318493 . 302,054
TOTAL NET POSITION - : - Lo 81,498,546 $1,447,656

See accompanying notes to the financial statements.
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University System of New Hampshire
Statements of Revenues, Expenses and Changes in Net Position

{$ in thousands)
: For the year ended June 30,
2019 L. 2018
' OPERATING REVENUES S T
Resident tuition ' $° 166236 $ 185325
Nonresident tuition i 7xcy I 299,663
- Continuing education tuision * . Sl 16574 20749
Student fees revenue . - .28514 ¢ 28072
Total wition and fees Co ' 521656 - 513809
Less: student financial aid - grants and conisacts : L (33460) . (33591)
Less: student financal aid - all ather ’ - (163,308 {153,890)
Netwition and fees i . 324888 . 326328
Grants and contracts - direct revenues o . 107258 . 105,735
Granis and contracts - facilities & administrative recovery . < 21,18 - 21,160
Sales of auxiliary services . _ 214511 0214784
Other operating revenues i 32266 - 29677
TOTAL OPERATING REVENUES ] 700641 - 697,684
| . .
OPERATING EXPENSES :
Employee compensation - grams and contracts ' 62965 61,714
Employee compensation - all other ’ . 471763 471004
Supplies and services - grants and contracts 3000 32416
" Supplies and services - all ather o 174369 175883
Utiliies 18,583 | 19,065
Deprecistion and amortization 55349 65,096
TOTAL OPERATING EXPENSES ) ) ! 823,039 - 825,178
Operating loss - s SRR 02238 (127.494)
NONOPERATING REVENUES (EXPENSES) o . )
State of New Hampshire general appropriations : 81,000 81,000
Federal Pell grants oo 25,968 26408
Noncapital gifts ' 13510 14,101
Endowment and investment income . 42024, 29667
Interest expense, net (17,754 (18440)
Other nonoperating revenue N ¢ 252 : 349
TOTAL NONOPERATING REVENUES (EXPENSES) ¥ 145600 133,085
INCREASE IN NET POSITION BEFORE OTHER CHANGES ; 23,202 . 559
OTHER CHANGES IN NET-POSITION
State of New Hampshire capital appropriations . - o ) 3000
Plarit gifts, grants and other changes, net 2722 - 1862
_Endowment and simila: gifts . 17793 16494
Endowment return, net of amount used for operations R3E 8895 28985
TOTAL OTHER CHANGES IN NET POSITION ) v 294100 50,341
INCREASE IN NET POSITION R . 52612 55,932
Net Pasition at Beginning of Year ) 1,447,656 1433516
£ffect of adoption of new accounting standards o (1,722) (41,792)
NET POSITION AT END OF YEAR: $1,498,546 $1,447,656

See accompanying notes (o the financial statements.
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University System of New Hampshire
Statements of Cash Flows

'Tl.l'

{$ in thousands)
- For the year ended June 30,
- o ] 009, | 2018

CASH FLOWS FROM OPERATING ACTIVITIES R :

* Receipts from tuition and fees, nét of student financial aid C 8327183 $327532
Receipts from sales of awdliary services ) E 216302 214353
Receipts f_rom grants, contracts and other operating revenuegs - | . 158,_17'-3 . 160,598
Payments 1o empioyees (391815 {404.062)
Payments for employee benefits - "{140,349) {133283)
Paymenzs for supplies, services and utilities (222225) (226678)

NET CASH USED IN OPERATING ACTIVITIES .{52,831) (61,540}

CASH FLOWS FROM NONCAPITAL FIMANCING ACTIVITIES NSRRI -
State general appropnatlons i 81,000 81,000
Federal Pell and other nonoperating grants 26221 26,757
Noncapital gifts ' 1330 - 15599 :

NET CASH PROVIDED BY NONCAPITAL FINANCING ACFIVITIES 120,521 123,356

CASH FLOWS FROM CAPITAL FINANCING ACT| IVITIES
State appropriations for plant projects o237 s 1,762
Plant gifs and granis 4774 6,307
Endowment gifts : " 18878 17002
Proceeds from issuance of debt and sale of property 234 109,736
Debt principal payments . - . (21,057) (18632)
Interest payments (18419) . (19954
Purchases and constuction of property 1 - 63,178) (72427
Retirement of debt through defeasance ) we L - {106,572)

NH CASH USED IN CAPITAL FINANCING-ACTIVITIES (77,5_31) . (82_,81 8}

CASH FLOWS FROM INVESTING ACTIVITIES LT
Proceeds from sales of investments - 481725 718539
Purchases of invesiments {462,430) (717912)
Investrent income 10840. . 9434
NET CASH PROVIDED BY INVESTING ACTIVITIES . 30135 10,061
Increase {Decrease) in cash and cash equivalents | 5 20294 ©5410941)
Beginning cash and cash équivalents -55,128 66,065
ENDING CASH AND CASH EQUIVALENTS - i . $75422 % 55,128
: -
RECONCILIATION OF OPERATING LOSS TO NET CASH r
USED IN OPERATING ACTlVlTIES LG
Operating loss S(l 22398) ' $(127.494)
Adjustrnents to reconcile operating loss.to net cash used in operanng activities; y :
Depreciation and amortization ¥ 65,349 ) 65,096
Changes in assets and liabilies: 4 o
Accounts receivable, net (2_,61 1) 2339
Notes receivable . 5127 642
Prepaid expenses and other current assets (16400 221
Accounts payable and accrued expenses - 6574 3446
Deposits and unearned revenues T 472 2135
Accrued employee benefits . (2674) {7.925)
|NET CASH USED IN OPERATING ACTIVITIES i |’ s (52831) i $(61,540)
SIGNIFICANT NONCASH TRANSACTIONS : .
£ndowment return, et of amount used for operations $.8895 . $ 28985
. Loss on disposal of capital assets’ 23N (4,403)
“Construgtion services payable balance 9147 10373

See accompanying notes to the financial staternents.
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Notes to the Financial Statements

June 30, 2019.and 2018

1. Summary of significant accounting policies and presentation

The University Systern of New Hampshire (USNH} is a not-for-profit institution of higher
education created in 1963 as a bady politic and corporate under the laws of the State
of New Hampshire {ihe State) and is generally exempt from incorne taxes under
Section 501(0)(3) of the Interal Revenue Code. USNM is considered a component unit
of the State for financial reporting purposes. The accompanying financial statements
include the accounts of the University of New Hampshire (UNH), Plymouth State
University (PSU), Keene State College (KSC), and Granite State Coltege (GSC) as well

as ceriain affiliated entities discussed below, UNH, PSU, KSC and GSC are colleciively
referred to in the accormpanying financial statements as Campilses:

Affiliated entities and related parties

Governmental accounting standards require that all potential component units be
evaluated for inclusion in the finandial statements of the primary government of the
reporting entity. USNH's policy onFoundations Established for the Benefit of USNH or
its Component Institutions’siates that the USNH Board of Trustees retains control over
the activities of any affiiated foundation. The USNH policy further states thai USNH
has the legal authority to terminate the existence of any affiiated foundation, at which
time ownership of the related assets would revert 1o USNH, Two legally separate
affiliated foundations are impacted by this policy and, accordingly, are considered
blended component units of USNH. The University of New Hampshire Foundation,
Inc. (UNHF) and the Keene Endowment Association (KEA) are collectively referred to in
the accompanying financial staternents as"affiliated entities The associated revenues,
expenses, assets, liabilities, deferred inflows, deferred outflows and net position of
UNHF and KEA are fully consolidated with those of the campuses in the accompanying
financial siaternents, and all associated inter-entity activity has been eliminated.

UNHF, Inc. was incorporated in 1989 as a not-for-profit, tax-exermnpt organization,

Its purpose is to solicit, collect, invesi and disburse funds for the sole benefit of the
University of New Hamgshire. The University of New Harmpshire funds a portion of
the operating expenses of UNHE. UNHF is governed by its own Board of Directors,
the membership of which includes the President of the University of New Hampshire
and up 1o three other members of the USNH Board of Trustees. UNHF has a separate
financial staternent audit each year. Condensed financial information for UNMF is
included in Note 16.The KEA was organized in 1957 as a separate charnitable entity to
provide financial assistance io deserving students at Keene State College. Income is
distributed at the discretion of the Trustees of KEA,

Basis of accounting

The accompanying financial statements have been prepared in accordance with US
generally accepted accounting principles (GAAP) prescribed by the Governmenial
Accounting Standards Board (GASB) using the economic resources measurement
focus and the accrual basis of accounting.

USNH follows the requirements of the "husiness-type activities” (BTA) rodel as

' defined by GASB Staternent No. 35, Basic Financiol Statements - and Management's
Discussion and Analysis for Public Colleges and Universities. BTAs are defined as those
that are financed in whole or in part by fees charged 1o exiernal parties for goods or
services. The Statement requires that resources be classified into the following net
position categories, as more fully detailed in Note 14;

Net investment in capital assets: Property and equipmeni at historical cost or fair
value on date of acquisition, net of accumulated depreciation and cuistanding
principal balances of debt attributable io the acquisition or construction of
those assets.

Restricted Nonexpendable: Resources subject to externally imposed stipulations
that they be maintained permanently by USNH. These funds include the historical gift
value of restricted true endowment furids.

Restricted Expendable: Resources whose use by USNH is subject to externally
imposed stipulations, Such funds include the accumulated net gains on donar-
restricted "true”endowment funds; the fair value of restricted funds functioning as
endowrment; restricted funds loaned to students; restricted gifts and endowment
income; and ather similarly restricted funds.

Unrestricted: Resources ihat are not subject to externally imposed siipulations.
Substantially all unrestricted net position funds are designated to support academic,
research, or auxliary enterprises; invested to funciion as endowment; or commitied to
capital construction projects.

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts
of assets and liabilities, the disclosure of contingent assets and lisbilities at the dates

of the financial statements, and the reporied amounts of revenues and expenses
during the reporting periods. Aciual results could differ from these estimates. The most
significant areas that require management estimates relate 1o valuation of certain
investmenis and derivative instruments, useful life and related depreciation of capital
assets, and accruals for postretirement medical and other emplovee-related benefits.

Invesiments are maintained with established financial institutions whose creditis
evaluated by management and the respeciive governing boards of USNH and its
affiliated entities. Investments of operating cash in money market and other mutual
funds are generally recorded as cash equivalents. These amounts are invested

for purposes of satisfying current operating liabilities and generating investment
income 10 suPPOE ongoing operations. Shori-term investments represent highly
fiquid amounts held for ather current liabilities.

Property and equipment are recorded at original cost for purchased assets or at fair
value on the date of donation in the case of gifis. Equipment with a unit cost of $5,000
or more is capitalized. Building improvemenis with a cost of $50000 or greater are
also capitafized, Net interest costs incurred during the construction period for major,
debt-funded, capital projects are added to the cost of the underlying asset. The value
of equipment acquired under capital leases is recorded at the present value of the
minimum lease payments at ithe inception of the lease. Depreciation of property and
equipment is calculated on a siraight-line basis over the estirmated useful lives of the
respective assets. The cost of certain research buildings is componentized for the
purpose of calculating deprediation. Buildings and improvements are depreciated
over useful lives ranging from 4 to 50 years, Depreciable lives for equipment range
from 3 1o 30 years. (See Note 5 for additional information on depreciation.) USNH does
not record donated works of art and historical treasures that are held for exhibition,
education, research and public service,

Library collections are recorded as an expense in the period purchased, with the
exception of UNH School of Law library collections which are capitalized annually
and depreciated over a ten-year period on a straight-line basis.

Deposits and unearned revenue consist of amaunis billed or received in advance
of USNH providing goods or services. Advances from the US. Government for
Federal Perkins Loans to students are reported as government agvances refundable.
Fedleral Direct Loan proceeds are posted to student accounts as approved and
drawn weekly.

Operating revenues include tuition and fees, grants and contracts, sates of auxiliary
services, and other operating revenues. Tuition and fee revenues are reported net of
siudent financial aid discounis and allowances. Operating expenses include
employee compensation and benefits, supplies and services, utilities, and
depreciation. Operating expenses also include early
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retirement and other separation incentive stipends and benefits promised to certain
employees in exchange for termination of employment, All such termination benefits
are accrued as of the date the termination agreements are signed and are presented at
net present value at year end. Nonoperating revenues (expenses) include all other
revenues and expenses except certain changes in long-term plant, endowment and
other net position funds, which are reported as other changes in net position. Operat-
ing revenues are recognized when earned and expenses are recorded when incurred.
Restricied grant revenue is recognized only to the extent of applicable expenses incurred
o, in the case of fixed-price contracts, when the contract terms are met or completed,

" Unconditional pledges of nonendowment gifts are presented net of estimated amounts
deemed uncollectible after discounting to the present value of expected future cash flows.
Because of uncertainties regarding their realization and valuation, bequest intentions and
other conditional promises are not recognized as assets until the spedified conditions
are met. In accordance with GASB requirements, endowment pledges expecied tobe
received over the next ten years, totaling $11,094,000 and $8,166,000 at June 30,2019 and
2018, respectively, have not been reported in the accompanying financial statemenis
USNH generally uses restricted funds first when an expense is incurred where both
restricted and unrestricted funds are avaiable.

Endowment return used for operations per application of the Board-approved
endowment spending policy is reported as nonoperating revenue. Net sealized and
unrealized gains/losses and interest/dividend incorme earned on endowment and similar
investments, together with the excess (deficiency) of these earnings over the returm used
for operations, are reporied as other changes in net position.

The Systern's financial statements include comparative financial information. Certain prior
year amounts have been rediassified 1o conform to the current year presentation,

New reporting standards

The System's finangial statements and notes for fiscal 2019 as presented herein reflect the
adoption of GASB Staternent No. 83, Certain Asset Retirernent Obligations, as of July 1, 2018,
(GASB 83 establishes guidance for determining the timing and patern of recognition for
liabilities and cosresponding deferred outflows of resources related to asset retirement
obligations. The Statement requires the measurement of an asset retierment obligation 10
be based on the best estimate of the current value of outlays expected 0 be incurred. The
deferred outflows of resources associated with an asset retirement obligation will be
measured at the amount of the comresponding liability upon initial measurement and
generally recognized as an expense during the reporting periods that the asset provides
service, As allowed under the standard, fiscal year 2018 balances and activities were

not restated (o reflect this adoption. USNHS asset reirement obligations are governed

by New Hampshire rules for the control of radiation, disposal of hazardous waste, and
underground oil storage, The related activities include disposal of radioactive materials
in research lahoratories, equipment housed in campus health centers, landfill gas
pipelines and underground oil tanks, as well as closure activities required for campus
fuel co-generation and water treatment plants. As a resuli of this adoption, the opening
net position as of July 1, 2018 was reduced by $1,722,000. USNH accrued $3,306,000 for
these obligations as of June 30, 2019. The liability estimate is based on the current cost
of expected removal costs. The remaining useful lives of the related assets range from

t - 41 years, USNH has no funding or assurance requirement related 1o asset retirernent
beyond these decommissioning costs. Additional information can be found in Nore 10,

The System also adopted GASB Staterment No.88 Certain Disclosures Related to Debr,
including Direct Borrowings and Direct Placements in 2019. This Staterment improves
disclosures by providing distinction between direct borrowings and direct placements
of debt. It also clarifies which liabilities should be included when disclosing information
related to debt, See Note 8 for the related information,

2. Cash, cash equivalents and short-term investments
Cash, cash equivalents, and short-term investrents are recorded at fair value. USNHS

investment policy and guidelines specify permitted instruments, durations, required ratings _

and insurance of USNH cash, cash equivalents and short-ierm imvestments. The investment
policy and guidelines are intended 1o mitigate credit risk on investments individually and

in the aggregate through resiriciions on investrment type, iiquidity, custodian, dollar level,
maturity, and rating category. Money market funds are placed with the largest national fund
managers. These funds must be rted AA/Aa by Standard & Poor's and Moodly's Investor
Service and comply with Securities and Exchange Commission Rule 2A-7. Repurchase
agreements must be fully collateralized at 102% of the face value by US Treasuries, ov 103%
of the face value by US Government-hacked or guaranteed agencies or govemment
sponsored enterprises. In addition, USNH investments may not exceed 5% of any
institution’s total deposits or 209 of any institution’s net equity.

Cash equivalents represent amaounts invested to satisfy current operating liabilities and
include repurchase agreements, money market funds and other mutual funds. Repurchase
agreernents are limiied to overnight investments only. Short-iefm investments ara highty
liuid arnounts held to support specific cusrent liabilities. Cash, cash equivalents and short-
terminvestments are generally uninsured and uncollateralized against custodial credit Ask,
and the related mutual funds are not rated. Cash and cash equivalents totaled 575422000
and $55,128000 at Jure 30, 2019 and 2018, respectively, and short-term investments iotaled
$148,166000 and $151,150000 at June 30, 2019 and 2018, respeciively. See Note 4 for
additional information on fair value dassifications,

The components of cash, cash equivalenis and short-term investments are summarized below (5 in thousands):

e BSIhnEes_gndTe_nnsasbehnéBO,iOW._,, -~ Balances and Terms as of June 30,2018
. U P Weighted ' : . Weighted

: o I Levdll: Level2  Totdl ' paanote levell  Levelz  Total.  mmary
Cash balance ' $.29431- § - 'S 29431} bessthan] year $ 10,654 S_ - $10654 Lessthan I year |
Repurchase agreemenis S - 7625 - 7625 Lessthan] year - 108 7018  Lessthan l.year
Money market funds " 38366 . 27 38366 Lessthan 1 year * 37456 . - 37456  Lessthan 1 year
‘Subtotal cash and cash equivalents {  :'67.797, 7625 75422° 48110 7018 55,128 _
Money market funds h 34046 L - 34046 -Lessthan 1 year 30,888 - 30888 " Lessthan 1 year
Domestic equity C 338 0 oD 338 Lessthand yeai - 298 - 298 Lessthan 1 year
Mutual funds ) 86372 - - .. 86372 I1-Syeas | 93928 - ° 93928 1-5years
Corporatebonds = - D - 14312 T4313...1"1-5 years - 14,254 14254 1-5years
US government and agencies” o= 1987 11987  “1-5years - 9972 9972 1-5 years
Municipal bonds R - i8S 1085 15yédrs.. - 1,797: 1797 -1-5years
Convertible note AU - 26 2% 1-5years - - . 137 13 . 1-5years

. Subtotal short-term investments 1120756 27410 148166 ... © %5014 26036 151,150
Total cash, cash equivalents. o ’ ’ . _
and short-term investments . 5188553 35035 '$223588 » $173224 - $33054 . 5206278
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3. Accounts, pledges and notes receivable
Accounts receivable at June 30 consisted of the following (5 in thousands):

c 2019, | 2018
Grants and contracts 517,185 " 51629
Student and general - 7,751 6,589
State ¢f NH capital projects T 1,238
Allowance for doubtful sccounts o {2905), (3495)
Total accounts ret_:eivable, net $22031 520528

Pledges receivable at June 30 consisted entirely of unconditional nonendowenent
promises to pay as follows ($ in thousands):

il - 2019, 2018
Pledges recetvable ' o 'SH,223 $12,119
Discounts and altowance for doubtful pledges (3120 3319
Total pledges receivable, net 8102 8,800
Less: noricurrent portion g0 {5,501)
Current portion 53,292 $ 3299

Notes receivable at June 30 consisted primarily of student loan funds as follows
{5 i thousands): :

"~ 2019 - 2018

GASB Statement No. 72, Fair Value Measurement and Application, requires that USNH
categorize assets measured at fair value using a three-tiered hierarchy based an the
valuation methodolegies employed. The hierarchy includes the following:

Level 1 — Value based on quoted prices {unadjusted) in active markets for identical
assets that are accessible at the measurement date

Level 2 —Value based on inpuis other than quoted prices that are observable for an
asset either directly or indirectly; and

Level 3 —Value based on unobservable inputs for an asset

In determining fair vatue of investment assets, USNHM utilizes valuation techniques that
maximize the use of chservable inputs and minimize the use of unobservable inputs
to the exteni possible. As a practical expedient to estimate the fair value of USNH'
interests, certain investments in commingled funds and limited partnerships are
reparted at the net asset value (NAV) determined by the respective fund managers,
without adjustment when assessed as reasonable by USNH, unless it is probable

that all or a portion of the investment will be sold for an amount different from NAY.
Because these investments are not readily marketabie, their estimated fair values may
differ from the values that would have been assigned had a ready market for such
investrnents existed, and such differences could be material. As of June 30, 2019, and
2018, USNH had no plans or intentions to sell such investrnents at amounts different
from NAV. Investments reported at NAV as a practical expedient are not categorized in
the fair value hiararchy.

The endowment and similar investment holdings of the campuses and affilated entities
as of June 30,2019 and 2018, respeciively, are summarized below ($ in thousands):

Perkins loans o 817157 522,134
Other loans, festricted and unrestricted - 751 748

Allowance for doubitful loans " 1419 {2,101)
‘Total notes receivable, net 16,485 20,78}
Less: noncurrent portion '(14.293) {18,070)
Current portion 5 2711

5 2%

v

4. Investments

USNH's investrment policy and guidelines specify permitted instruments, duration
and required ratings for pooled endowment funds. The policy and guidelines are
intended to mitigate risk on investments individually and in the aggregate while
maximizing total returns and supporting intergenerational equity of spending
levels. llliquid investments are limited to 20% of the USNH consolidated endow-
ment pool. Credit sk is mitigated by due diligence in the selection and continuing
review of investment ranagers as well as diversification of both investment managers
and underlying investrents, Except in unusual circumstances, no more than 15% of
total portfolio assets may be invested in any cne actively managed strategy. If an
investrent manager is retained o manage more than one strategy, that manager
will be limited to 20% of total pordolio assets. Passively managed investment
strategies will not be limited within the portiolio; however, any one manager of
passive strategies will be fimited to 20% of total portfolio assets. Any manager
positions exceeding these limits will be reviewed by the Finance Commitiee for
Investments and this committee will decide the appropriate course of action to
bring active manager exposures back in line with the concentration limit. Private
global equity investments are limited to 208 of the endowrmen: pool. No USNH
endowment investments were denominated in fareign currencies as of June 30,
2019 or June 30,2018.

Campuses Affiliated Entities
- i
. 2019 1 2008 | 209 2018
Poolad endciowments: ot
Campuises | $541633 [ $527063 | § -4 5 .-
UNH Foundation S -1 236326.71 224648
Keene Endowment Assaciation| .+~ = -y 9643 8869
Lifeincome and annuity funds { . * 86 87 % 5280 ) 4400
Funds held in trust 16265°) 16215 - -
Total §557.984- | $543365 | $251.248 | $237917

The majority of USNH's investments are units of institutional commingled funds and
lirited partnerships invested in equity, fixed income, hedge, natural resources, private
equity, or reat estate strategies. Hedge strategies involve funds whose managers have
the authority to invest in various asset classes at their discretion, including the ability
to invest long and short. Funds with hedge strategies generally hold securities or
other financiat instruments for which a ready market exists and may include stocks,
bonds, put or call options, swaps, currency hedges and other instruments which are
valued by the investment manager. To the extent quoted prices exist the manager
would use those; when these are not available, other methodologies maximizing
observable inputs would be used for the valuation, such as discounted cash flow
analysis, capitalization of current or stabilized riet operating income, replacerent
costs, or sales contracts and recent sales comparable in the market. Private equity
funds employ buyout, growth, venture capital, and distressed security strategies, Real
asset funds generally hold interests in private real estate. Fixed income securities had
maturities up to 28 years and carried ratings ranging from AAA to Baa2 and AAA to A3
as of June 30, 2019, and 2018, respectively. The muiual fund investments held in the
endowment pools are not rated.
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The following table surnmarizes the fair value of USNH' investments by type ordered alphabetically ($ in thousands):

- Balances as of June 30 2019 . Balances as of June 30, 2018
lrlvestments(]assnﬁed Investments T, Investments Classified Investrients
in Fa:rVa!ue Hlemrdjy Measured .« ! in Fair Value Hierarchy Measured
Level1 Levelz Level3 '~ atNAV Total levell - Level2 Level3 - atNAV  Total

Endowment and 5|mtlar|nvestments campuses _
Domesticequity . $145635 S - % - §64745 3210380.. $131372 ¢ - 87 - § 57801 4189173
Global fixed income Co 18553 - .38.740 - BT ¥t ] 12554 36510 - .- 54065
Hedge funds: et SR . .

Distressed/Restructuring T 2273 20273 - - - 15347 15347

Equity Hedge " - - - 26,138 ;26,138 - = - 48481 48481

Event-Driven - - LT 39421 3942 - -, - 392 33192

‘Fund of Funds N - -394 T 36904 - - - - 36391 36,391
inflation hedging asseis . L= 8elR = TLR7 D 19719 A - A 10,222 18435
International equity - : ., - - - . '58(46 89238 31617 - - 58979  905%
Money market ] 4r0 2T L -, 479 14671 - . - - 14671
Private equity &non-marketable real assets . | -+ - - - 3se1 7 37561 - - - 679 26799
Trust funds - . _16.266 - - - 16266 - 16215 - - 16215
Total endowment and similar . . ‘. - oo
investments ~ Campuses- 5200170 S63608 5 - 5254206 5557984 $195214  $60939 5 - 5287212 5543365
Endowmentand similar investments - afﬁllated entmes )
"Domestic equity K 538,803- -S o= 0§ - TUSI31491 0§ 70294 $ 24393 § - 0§ - 533573 57766
Global fixed income 19162 2134 4176 - 1883 27355 21,359 - 3107 1611 ‘_26077
Hedge funds: o o S .

Distressed/Restructuring o - T = 32064 " 32064 - - - 31089 - '31089

Diversified - T2 4 4] o=, e - 16437 16437

Equity Hedge ommet -1 20831 20831 - - - 15020 15029
Inflation hedging assets 2664 - 9575 -, 1977 12436 4006 9,300 - - 453 13759
International equity : L1733% == 4231 -« 58567, 12,865 - - 39699 52564
Money market . 8083 -0 - - 8083 9408 - - - 9408 -
Private equity & non-marketable reat assets e = - 21 278 21278 = - - 15,788 15,788
Total endowment and similar . ' T .
investments — affiliated entities 5 86048 511,708 54,176 5149,316 $251,249 $ 71831 §9300 83107  S153679 5237817

Totalendowmentandsimilarinvestmentsf‘ 86218 $75317 . S4I76 S443522 800233 | $242450 S70230 S3I07  S440891 781282

As of June 30, 2019, UNHF had two equity hedge funds with lock-up periods set to expire in nine menths. Fixed-income, private equity and real estate funds dlassified as illiquid
have no ability 10 be redeemed at this time. For USNH, of the 34 funds dassified as illiquid, twelve are currently in liquidaiion; four are expected to start liquidation within the next
year; ten are expected to start liquidation in 2 to 15 years, and eight currently have no expecied liquidation dates. For UNMF, fourteen funds are dassified as ifliquid and are
expected to be liquidated over the next one t0 12 years,

As of June 30, 2019, USNH has two ouistanding invesiment hiquidation requests which have been limited by the respeciive fund managers. Management of the fund in which
USNH had the largest of these balances approved a plan on June 30, 2018 that fully liquidated all batances in late fall of 2018 with a small holdback to be distributed by the end
of 2019. USNHS balance in that fund was $7.000 and $369,000 as of June 30, 2019 and 2018, respectively. USNH' balance in the remaining fund totaled $71,000 and 552,000 as
of June 30, 2019 and 2018, respectively. Plans have not been communicated for the liquidation of remaining fund. The estimated fair values of the two investments at June 30,
2019and 2018 are $78,000 and $461,000, respectively. It is uncertain when, or if, the funds will be fully collecied at the NAV recorded.

Unfunded commitments with vasious private equity and similar alternative investment funds iotaled $30,957,000 for USNH and $16,878,000 for UNHF at June 30, 2019. This
compares io $30,277,000 and $23,878,000, respactively, at June 30, 2018,
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lavestment liquidity for the past two years is aggregated below based on redemption terms or availability (S in thousands):

Liquidity Terms as of June 30, 2019

- ) e e ' - . Redémption
Daily ‘Monthly | Quarterly |Semi-Annual] Annual [ illiquid Total Notice Period
"Endowment and similar investments - campuses - o .
Money market S 479 5 - $ - S o= 5 - 5 S Y Same day
Global fced income 57,293 .- - - - - 52.293 Same day °
Inflation hedging assets 8602 1,117 P - - 19719 1-30 days
Internationat equity 31,192 5846 - - - - 89238 - 1-30days
Domestic equity . 145635 . 64,745 . - - 1 210380 1-60days -
Hedge funds: ' . . .
Equity Hedge . - - 24,986 L= 1,153 - 26,139 1-60days
gvent-Driven ) - - 19,795 19526 - s 38421 o 6065days
Distressed/Restructuring - - - - 20273 s - 30273 T 90days
Fund of Funds ' . - - - - - 36904 36904 illiquid
Private equity & non-marketable real asseis - - - - - 37561 37561 iliquid
Funds held intrust : - - - = - 16,266 16,266 illiquid
Totat endowment and similar e S N
investments — campuses $247512 . 569,163 5109526 | ©$19626 $21,426 $ 90731 $ 557,984
Endowment and similar investments — affiliated entities ) ’
Money market $ 8083 | 5. - s -5 - s - 4.8 - | % 883 | Samé day
Inflation hedging assets 12436 4. S - - 1243 l Same day
Global fixed income. 22126 - 1,053 - - 1585 259 27355 - Same day. illiquid ,
Domestic equity 39,902 -, 30392 - - - 70,294 1-60 days
International equity 32327 18192 - 8048 - - = . 58567 1-90.days”
Hedge funds: ‘ ' o
Diversified - - - - 241 - 241 _ 4560 days
Distressed/Restructuring - - 20011 - 12053 - 32064 * 45-90 days
Equity Hedge - - 15465 5.466 - - 209 60-90 days
Private equity & non-marketable real assets - - - = - 21278 21278 llliguid,
Total endowment and similar : ' e .
investments - affiliated entities $114874 1 7-519,245 $ 73916 ¢ '-5 5466 $13879 | $.23889 $ 251,249
Total endowment and similar investments $ 362,386 $88408 . 1 5183442 525002 | $35305 $114500 $809.233
Liquidity Terms as of June 30, 2018
S s % . Redemption
Daily Monthly | Quarterly {Semi-Annual] Annual | illiquid Total Notice Period
Endowment and similar investments - campuses
Money market suent s - s -1l s - s - s - b suaen b - Sameday
Global fixed income 54,065 Ce - - - - 54,065 Semeday -
Inflation hedging assets 8213 10,222 - - - - 18435 © 1-30.days
International equity 45,296 45300 - - - - 9059% L . 1-30days
Domestic equity 131372 C- 57.801 - - - 189173 -~ 1-60days
Hedge funds:
Equity Hedge .- - 23721 326 24434 = 48481 1-60 days
Event-Driven - - 18985 14146 - 61 33192 60-65 days, flliquid
Fund of Funds - = - = 35930 461 36391 65-91 days, illiquid
Distressed/Restruciuring - - - - 15347 - 15347 " S0days
- Private equity & non-marketable real assets - - - - - 0.0 26799 26799 illiquid
Funds held in trust - - - - - b s 16215 liquid; . .
Total endowment and similar : ) ‘ o
investments — campuses $253617 355522 $ 100507 L 514472 $75M ‘ $43,536 5543365
Endowment and similar investments - affiliated entities :
Money market S 9408 | 5 - s -] s - § - S -~ 1% 9408 | Same day .
Global fixed incorme 22971 - - - 1069 2037 - 26077 U same day. illiquid
Inflation hedging assets 13,759 = - - - b - 13759 & . 1-35 days
. Doestic equity war | - 2359 [+ - I 57766 | 1-60days
International equity 13782 31,282 7500 |- - - - 52564 | 1-90 days
Hedge funds: - : | ' +i -
Diversified - - 7786 " 3537 5114 | - 16437 45-60 days
Distressed/Restruciuring - - 16589 . - 11,500 l - 3108 4. 4590 days
Equity Hedge - - 6374 |- 5655 -t - 15029 1 60-90 days
Private equity &non-marketable real assets = - -1 - - -t 15788 15788 | " iliquid
Total endowment and similar : R _ T l R i - :
investrnents - affiliated entities $ 85327 531,282 $ 765808 ¢ S 83192 517683 l $17825 §237917 !
. L - . . I
Total endowment and similarinvestments 5338944 | . - 586804 S1772,115 T . 523664 $93,394 { $61361 5781282
f. .
! I
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5.Property and equipment
Property and equipment activity for the years ended June 30, 2019 and 2018 s summarized as follows ($ in thousands}:

L ime L2009,
Balance R " Retirements Balance L e F 'Réﬁreme‘n_t_s, * Balance
June 30,2017 |- Af:lditions &‘Changes June 30,2018 ,;Addi;ion’s & Changes .- ~June 30,2019
tand ' S 15865 so- = s @ | s s s Ui e ] s 1ses
Buildings and improvements - 1680661 134977 ... (14530) . 1,801,007 38405 ¢ .. . (5239 1834273
Equipment ' 132615 . |0 7. 11,153 OGI8Y . 138587 |} 113527 (11309 . 140841
Construction in progress, net 116833 61,006 - (3917 | 42862} : 48405 {38467) - 52820
Total property and equipment 1,945,974 071% - (154965 1,998,144 100419 (55,033} 2043530
Less: accumulated depreciation (826.346) ©50%) - - __ 15309 (87613) | (65250 . . _15221 (926,169)
Property and equipment, net’ $1,119628 15142040 5(139657) - $1,122011 .2 535162 S(39812) |- 51117361
Contractual obligations for major construction projects totaled approximately $20,538,000 and $35,380:000 at June 30, 2019 and 2018, réspectively.
6. Accrued employee benefits
Accrued employee benefit obligations at June 30 are summarized below ($ in thousands}:
o Taos” - 12019
. Paymentsto/  Expenses Paymentsto/ . 7 Expénses
Balance onBehalfof - .- &Other Balance on Behalfof &Other | Bakance ‘Current
June30,2017 | Partidpants ~ .--Changes | June30,2018 |- Partidpants = Chariges | hune30,2019 Portion
Additional retirernent contiibution $233° |5 20 s 9 § 2294 s - S S22 S 20
Employee separation incéntives 4294 1. - (1.660) 535 3169 gy 7 79 2267 1649
tong-term disability 2366 51 L. 2232 20877 -1, . (429 T3 2044 429
Workers'compensation 4200 (543 ¢ . (366 3291 . .. - (1,218} .148: 3223 1.216
Compensated absences 766 | . (2095) 2176 20847 Q088 1. 2004 20763 2408
Other benefits 636 | . __- 329 %65 1 = 29 %4, 858
Total accrued employee benefits $34,585 $ (4930 82 $32653 |- 5(5594) 54403 . 1 531462 $6.760

The Additional Retirement Contribution program is a single employer plan
administerad by USNH and offered to eligible employees hired between July 1, 1954
and June 30, 201 i, Under this plan, staff meeting certain voluniary defined benefit
plan contribution levels recefve an additional 1% of their salary contributed to their
defined coniribution retirernent plan (see below} by USNH in lieu of postretirerment
medical benefits. Employees meeiing certain service guidelines prior io July 1, 1994
are also eligible for a guaranieed minimum employer retirement contribution of
$10,000 plus an additional $1,000 for each year of service in excess of 20 less 1% of the
participant’s salary account. There were 307 and 358 active employees meeting the
requirements for the guaranteed minirmum employer contribution as of June 30, 2019
and 2018, respectively.

The calculations for the Additional Retirement Contribution program are based on the
benefits provided by the program at the time of the last biennial aciuarial valuation,
December 31, 2017, and were developed using the Entry Age Normal Cost Method.
The discount rate used in determining the accrued liabilities was 4.09% and 344% for
2019 and 2018, respectively, based on Bond Buyer 20-Bond General Obligation index
rate as of the measurement daie. Inflation rates of 2.5% and salary increase rates of 3%
were used 1o determine the liability along with the RP-2014 Employee Mortality Table
with Scale MP-2016. USNH accrued $2,171,000 and 52,294,000 at June 30, 2019 and
2018, respectively, for the related obligations. If the discount rate were to increase by
19, the tota! liability at June 30, 2019 would be $2,097.000. Similary, if the discount rate
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were [0 decrease by 1%, the total fiability at June 30, 2019 would be 52,244,000 The
Additional Retirement Conteibution program expense was (552,000} and ($21,000) for
fiscal years 2019 and 2018, respectively.

USNH had designated cash assets to fully fund the Additional Retirernent Contribwution
obligations at fune 30, 2019 and 2018, These assets are not administrated through a
trust. The Additional Retirement Conisibution program is not available to employees
hired after June 30, 2011, Eligible employees hired after June 30,2011 may elect to
participate in USNHS defined contribution retirement plans administered by others,
Retirement contribusions by USNH for employees enrolled in the defined contribution
plans range from 4% to 109% of eligible salaries for enrolled participants. USNH additions
to the defined contribution plans totaled 27,923,000 and $27421,000in 2019and
2018, respectively. Retirement contributions by plan members totaled $28,048/000 and
$26,724000in 2019 and 2018, respectively.

Early retirement and employee separation incentive prograf'ns were provided 1o
various faculty and staff during 2019 and 2018. Such incentives include stipends,

as well as medical, educational and other termination benefiis. The future costs
associated with these incentive options is accrued as of the date of acceptance into
the program. The liability balances of $2,267,000 and $3,169,000 at June 30, 219 and
2018 represent obligations for 65 and 117 participants, respectively, which will be
remitted in fiscal years 2020 through 2024,



USNH sponsors other benefit programs for its employees, including long-term disabiity,
workers compensation, and compensated absences. Long-ierm disability payrnenis are
provided thiough an independent insurer, The associated medical benefits are accrued
and paid by USNM until age 65, at which point the postretirement maedicat plan takes
over, if applicable. Workers compensation accruals include amounts for medical costs
and annual stipends. A small number of chronic workers compensation cases will require
stipends and regular employee medical benefits for life. Coverage for such claims is
providad through an independent insurer. USNH also accrues amounts for compensated
absences as earned, These accrued balances at June 30 represent vacation and eamed
time amounts payable to employees upon termination of employment.

USNH is seff-insured for a portion of certain risks, induding workers' compensation,
employee long-term disability, and certain student health insurance daims, Most
employee and retiree medical and dental coverage provided by USNH is also self-
insured, The costs of self-insured medical and dental claims and adrministrative fees
toialed $65,632,000 and $66,507.000 for fiscal year 2019 and 2018, respeciively. These
amountsinclude 54,192,000 and $8059,000 for estimated dlaims incurred but not
reported as of June 30,2019 and 2018, respectively.

In conjunction with the primary medical plan offering for active employees, USNH
purchases stop-oss coverage which limits the USNH cost of claims to $500,000 per
participant in most cases. The liabilities recorded in the financial staternents for all LISNH
seff-insured programs are developed by third party dlaim administraiors and based on
historical claims data. Management reviewed the calculations for reasonableness and
believes the liabilities are sufficient to cover the actual claims incurred.

In addition to the benefits accruals inchuded above, USNH created and fully funded a trust
10 hold assets sei aside for its Operating Staff Retirement Plan on June 29, 2017. The
related asset and liability vatues are not indluded in the financial statements as required
by the related accounting standards. The relaied invesiment balances as of June 30, 2019
and 2018 are summarized below (S in thousands):

7. Postretirement medical benefits

The primary defined benefit postretirement medical plan has two components.
The first offering known as the Medicare Complementary Plan {MCP), was optional for
full-ime status employees hired before July 1, 1994 and not offered to new employees
after that date. At December 31, 2018 and 2017, respectively, there were 946 and

777 former employees receiving benefits under this program along with their eligible
dependents. As of December 31, 2018 and 2047, there were 155 and 175 active
employees, respectively, who along with their dependents, may eventually be eligible
1o receive benefits under this program. The MCP piovides limited medical coverage
for the remaining life of the participanis. There are no costs o participate in the plan,
but retirees must pay a portion of the actual costs of services rendered.

Employees hired on July 1, 1994 o later are eligible for the current offering which
provides bridge coverage only for retirees aged 62-65. Retired employees must have
reached age 62, completed at least 10 years of benefits eligible service, participated
in the active retirement plans during their last 10 years of benefits-eligible service,
and participated in USNH active medical plan at the time of retirement in order 1o be
eligible for the plan. Retirees contribute to the plan at then-current employee medical
rates duiing the bridge period. As of December 31, 2018 and 2017, respectively, there
were 128 and 97 retirees receiving benefits under this program along with their
dependents. As of December 31, 2018 and 2017, respectively, there were also 3570
and 3,638 active employees who, along with their deperwdents, may eveniually be
eligible 1o receive benefits under this program. The prirary postretirement medical
plan holds no assets. Together, the above offerings constitute the primary postretirernent
medical plan. This is a single-employer plan and funded on a pay-as-you-go basis
with benefits paid when due,

Third-party actuaries are used 10 detesmine the postretirement benefit abligation
and annual expense amounts. Actuarial calculations reflect a long-term perspective.
Such caleulations involve estimates and, by definition, are subject to revision. The
healthcare cost trend and discount rate assumptions have a significant effect on the
amounts reported.

USNH adopted GASB Statement No.75, Accounting and Financial Reporting for
Posternployment Benefits Other Than Pensions for its June 30, 2018 financial statements.
The components of pastretirernent medical liatxity as of June 30, 2019 and 2018 were as
follows (5 in thousands}

Trust Investment Components 2019 ... 2018

Cash andiequivalents § 7 § 301
Fixegincome 2641 S22
Equities . 363 3200
Real assets | N 86
Total including accrued income o s6186 56376 .

The plan has been dosed to new participants since 1987, AtJune 30, 2019 there were
approximately 176 curment annuitants and 32 participants with deferred benefits, all Al
vested. This compares (0 184 current annuitants and 32 participants with deferred benefits
asof June 30, 2018, The determination of total pension liabilities for this program was based
on actuarial cakculations completed by the plan trustee as of June 30,2019 and 2018, The
calculations were developed using the Eniry Age Normal Cost Method and ihe
RP-2014 employee mortality tables. The 2019 valuation used Scale MP-2018, and
Scale MP-2017 was usad for the 2018 calculation. The discount rate used was

5.5% in bath years based on the long-term expected rate of return on the related
investments. The plan fiduciary net position was 56,186,000 as of June 30, 2019 and
$6,376,000 as of June 30, 2018 which resulted in the recording of a net pension asset
of $311,000 and $724,000 for fiscal years 2019 and 2018, respectively. The actuarially
determined liability for the program was $5,875,000 as of June 30, 2019and
$5,652,000 as of June 30, 2018. If the discount rate were 1o increase by 1%, the net
pension asset at June 30, 2019 would be $729.000. Similarly, if the discount rate were
to decrease by 1%, the net pension liability at June 30, 2019 would be $169,000. The
plan expense was $193,000 and 537,000 for fiscal years 2019 and 2018, respectively.

Postretirement Medical PlanLiabilty |- 2019 208
Senice cosis bosa3s 5 1416
tnierest ) : 3024 3627
Benefit payments Lo 6381 (6923)
Difference between expected and ‘ Lo N
actual experience i ot {1511}
Changes in assumptions ] {4968 - (4857)
Net change {6.966) (8,248
Liability at beginning of year { 89710 97958
Liability at end of year i 582744 $89.710
Current portion | 553 § 58%7

t

1]

University System of New Hampshice | 43



The total posiretirement benefit obligation is measured at December 31,2017 for the June 30, 2018 finandial statements and December 31, 2018 for the June 30, 2019

financial statements based on the last biennial actuarial valuation, December 31, 2017, developed using the Entry Age Normal Cost Method and the RP-2014 employee mortality
tables with Scale MP-2016, A roliforward calculation was performed for the December 31, 2018 measuremenit date. For measurernent purposes the 2019 and 2018 initial rate of
increase in the cost of healthcare services was assumed to be 6.5% for participants, decreasing 0.5% each year for four years thereafier until reaching an ultimate rate of 4.5% per
year. The initial increase in the cost of prescriptions was assumed to be 95% for 2019 and 2018, decreasing 0.5% each year for ten years thereafter until reaching an uliimate rate
of 4.5% per year, Salary increases of 3% were included in the calculations for fiscal year 2019 and 2018, A single discount rate of 4.10% and 3.44% was used based on the Bond
Buyer 20-Bond General Obligation index rate as of December 31, 2018 and 2017, respectively. The actuarially determined postretirement medical expense for the plan for the
years ended June 30, 2019 and 2048 were 3,183,000 and 54,369,000, respectively.

The following presents the sensitivity of the postretirement medical plan liabiity to changes in the discount rate and healthcare cost rend rates ($in thousands}

Sensiti?jty'.toﬁtarig]eindiscount rﬁtg. . Sensltivity to change in health care costs
OPEB Liability as of 1% incigase Cumentraté ", ... . 19%decrease i ' 1%increase Current rate 1% decrease
December 31,2015 $76074 82744 1. .7 00470 - $90895 582744 $75736 .
. OPEB Liabilityasof "~ | L 2o B
December ;ty-h 2017 . 582053 S, 1889710 - $58649 .. 598193 389710 ; $82302

USNH atso accrued $102000 as of June 30, 2016 and 2018, for potential obligations related to postretirerent care of certain USNM police personnel, The LISNIH Board of Trustees holds
the authority 10 change these benefit plans at any time. Further information on the Additional Retirerent Contribution, Operating Staff Retirement Plan, and Postretirement Medical
Plan can be found in the Required Supplemental Information on page 50 of the publication,

8. Long-term debt
USNH long-ierm debk activity, exclusive of deferred losses or gains on refunding, for the years ended June 30, 2019 and 2018 s summarized below (5 in thousands)
) 2018 .. : . : 2019
Additions "' .. Additions s
. Balance” _&Other - Balance &Other, I Balance Cument
June 30,2017 } . Changes Retirements .{ June30,2018 { Changes.~  Retirements | June30,201% Portion
NHHEFA bonds L T T ~ .
Series 20054 ’ §$50100) S - - "t S, (19000 S 48200 | 5- S (1850). . | 5 46250 51850
Series 20058 ) 73405 L oEet e (4450) 68,855 - .. (4595). 64,360 4,760
Series 2007 46570 ¢ - (46.570) - o - - -
Series 2009A 59,0457 - (59.045)° - P - - -
Series 20114 ' ) 6,000 T 6000 - G 6000 -
Series 20118 34,200 o= (1929 L3227 ) - CR05) 30260 2,110
Series 2012 - 12450 JEha e T (2930 9520 .. - " (3050) 6,470 3170
Series 2014 o sy s T Q070). t 15705 - Q110) 13,595 2155
‘Series 2015 . 115870} - - (2610 13,260 - (2.730) 110530 2835
Series 2016 . . 53,890 o (1675 52.2i5 - 2390) 49825 2515,
Series 2017A - 53805 - - 53805 - - < == [ 53803 1,760
Series 20178 - 49020 . - 49020 - C (00 - 47920 19%
Unamortized discounts/premiums, net 22250 10085 {2016 30319 - " (1915) 28404 1915
Capital leases 9910 /1 (1068 - 8913 R (R E'| 7,800 i163 -
Total bonds and leases 55014653 5112981 5(126259) 5488187 S-- 7 5(22568) 5465219 $26203

New Hampshire Health and Education Facilities Authority (NHHEFA) Bonds

NHHEFA is a public bedy corporate and an agency of the State of New Hampshire whose primary purpose is to assist New Hampshire not-for-profit educationa and healh care
insiitutions in the construction and financing (or refinancing} of related facilities. NHHEFA achieves this purpose primarity through the issuance of bonds. Since 1989 all USNH
borwds have beer issued through NHHEFA. None of USNH's NBHEFA bonds provide for a lien or mortgage on any property. USNH is obligated under the terms of the NHHEFA
bonds to make payments from revenues received from certain housing, dining, student union, recreasional, and other related revenue generating facilities financed by the bonds.
The staie is not liable for the payment of principal or interest on the NHHEFA bonds, nor is the state directly, indirectly or contingenily obligated 1o levy of pledge any form of
taxation whatsoever or to make any appropriation for their payment. USNH Bond indentures have a provision that in an event of default resulting from a paymeni default by
LISNH the principal may be accelerated and become immediaiely due and payable, at par, with interest payable thereon to the accelerated payment date. USNH is in compliance
with all covenanis specified in the NHHEFA bond, as well as capital lease agreements, the most restrictive of which is maintenance of a debt-service coverage ratio, as defined, of
atleast 10to 1.

USNH’ bond portfolio at June 30, 2019 consisted of fixed rate and variable raie issues. The variable rate demand bonds (Series 20054, 20058, 20118) are fully hedged via interest
rate swap agreements (see Note § below), with all three issues supporied by standby bond puschase agreements a5 of June 30, 2019 and 2018 The variable imerest rates for the
Series 2005A and 20058 Bonds at June 30, 2019 and 2018 were 1.95% and 1.56%, respectively. The 20118 Bonds variable interest rates at June 30, 2019 and 2018 were 1.97% and
1.57%, respectively.
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USNH issued two Series 2017 Bonds during the year ended June 30, 2018. The Series
20174 Bonds were issued in the amount of $53,805,000 to advance refund and
defease the Series 2009A Bonds (559,045,000, while the Series 20178 Bonds were
issued in the amount of $49,020,000 as a current refund of the Series 2007 Bonds
{546,570,000). Construction proceeds of $4,239,000 were unspent as of June 30, 2018
and held in reserve in accordance with the related debi agreements, The related
investments were classified in Level 1 of the GASB fair value hierarchy because the
undeslying securities held by the bond trustee are valued based on quoted market
prices. The Series 20094 advance refunding proceeds of $60,067,000 and $62,019:000
were held in escrow in the principal payment investment account on June 30, 2019
and 2018, respectively,

Maturity dates and interest terms of outstanding debt issues are summarized below:

NHHEFA Bonds Maturity Date Interest Terms and Rates

Series 2005A 7172035 Variable with daily pricing
" Series 20058 033 Variable with dally pricing

Series 2011A 717202t . Fixed at 35%

Series 20118~ 77172033 variable with daily pricing

Series 2012 71112020 Fixed at 1.7%

Series 2014 72024 Fixed at 2.1%

Series 2015 7/1/2045 Fixed at 38%

Series 2016 71720046 Fixed at 2.7%

Series 2017A 7N/2037 Fixed at 3.1%

Series 20178 7/1/2037 " Fixed at 34%
Capital leases

On Aprit 30, 2004, USNH entered into a capital lease agreement in the amount of
$18,292,000 to finance a portion of the costs of equipment housed in UNH's utility
cogeneration facility. The related lease payrments are due quartedy through June 2025,
including principal as well as inierest at a fixed rate of 45%. The carrying value of the
related assets was $5,641,000 and $6,505,000 as of June 30, 2019 and 2018, respectively.

Other long-term obligations

State of NH genera| obligation bonds

The state, through acts of its legislature, provides funding for certain major plant
facitities on USNH campuses. The state obtains its funds for these consiruction
projects from general obligation bonds, which it issues from time to time. Debt
service is funded by the general fund of the state, which is in the custody of the State
Treasurer. The state is responsible for all repayments of these bonds in accordance
with bond indentures. USNH facilities are not pledged as collateral for these bonds
and creditors have no recourse 1¢ USNH. Accordingly, the state’s debi obfigation
attributable to USNH's educational and general facilities is not reported as debi of
USNH. As construction expendiwures are incurred by USNH on state-funded educa-
tional and general facilities, amours are billed to the state and recorded as State of
New Hampshire capital appropriations.

Maturity of long-term debt obligations

USNH long-termi debt obligations are scheduled to mature as follows using the assodated
fixed, estimated synthetic fixed, and expected variable rates in effect as of June 30, 2019
over the remaining serms of the individual issuances ($ in thousands):

Fiscal Year Principal Interest Totat
200 524288 $17,763 $ 42051
201 25400 16,840 42,240
2022 28760 15,873 - 44633
2023 23502 . 14,708 38610
2024 24598 13,786 38384
" 2025-2029 100,537 55,646 156,183
2030-2034 104,420 36057 140477
2035-2039 65560 15988 81,548
2040-2044 25670 6501 32171
2045-2047 13680 973 14653
Plus; unamortized ' ‘

discounts/premiums, net 28404 ) - 28404
Total 5465219 5194135 $659,354

In addition to the long-term debi presented above, postretirement medical benefits liability in Note 7 and employment benefits liablities in Note 6, USNH had the following

changes in other long-term obligations (in thousands}:

. 2018 ! 2019
| Additions | Additions
Balance |+ &Other - Balance | &Other. Balance Current
Jne30,2017 | Changes'  Retiements |Jme302018 | Changes Retrements | me30,2019  Portion
Asset retirementt and other obligations® S 2417 S0 - 5(316) $ 2310 ‘ 54121 .o 5(331) $ 6100 $313
Relundable governmient advances 16643 503 T {a67) - 16,679 - 834 . - 17513 -
Total other long-term obligations $19050 §712 5783)- $18989 ' 54955 - 5(331) 523613 5313
1 o

9. Derivative instruments - interest rate swaps

*The current portion of these obligations is reported under accounts payable and accrued expenses.

USNH uses hedging derivatives to artificially fix interesi rates on variable rate bonds ouisianding. The terms and fair market value of swap contracts in place as of June 30,2019

and 2018 were as follows (5 in thousands):

P : - . Payable ' Receivable Notional Amount Swap Fair Value

{ . Effective Termination Fixed Swap Variable at June 30, atJune 30,

; Date . : - Date Rate - Swap Rate 2019 08 | 2019 2018
Series 05Aswap ; October 29,2008 Wiy1,2035 . - 3% 67%UBOR - | S46250 S48200° 1 s ies 5 (es)
Series 2005Bswap 1 “AugUstl,2005  July1,2033 3% 63%LBOR+020% 64360 68955 (7263 . (5357)
Series2011Bswap | July1,2011 . July1,2033 45% - 67%LBOR. .. | _30260  _ 32275 (6528) _(5772)

| s o Total $140870  $149430 ‘f $(22076)  508294)° - °

! N i
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Effective interest rates and other key terms of each derivative are described below:

" 17 .Variable Interest Rates Paid and Received , Inception-To-Date
. N n :
Counterpartys | _ Bondholdersasef * . .:C?unter'parliééaé%f RateThrough ety
CreditRating | " 6/30/2019- 6/30/2018 ~ :6/30/2019 6/30/2018 | 6/30/2019 6/30/2018 Rate
Series 2005A swap had/hA- T 19% 16% .. B V' SRR " S 44% 43% 41%
Series 20058 swap AVAL T 1% 16% 18% o 1is% 37% 36% 17%
Series 20118 swap A3/BBE+ 0%, 6% o 6% 3% 17 5% 5.2% 50%

USNH urilizes interest rate swap agreements with counterparties to effectively convert
its variable rate debt to fixed rates. The swaps’ fair values and changes therein are
recognized in USNH financial staternents. Differences between the fixed and variable
rates in effect at each interest due date are settled net under each swap, increasing

or decreasing interest expense. The fair value of the swap instruments is determined
using option pricing maodels that consider interest rates and other market factors, the
credit risks of the parties (o the agreements, and the estimated benefit or cost to the
USNH o cancel the agreements as of the reporting dates. interest rate volatility,
remaining outstanding principal, and time 1o maturity will affect the swaps’ fair values
at subsequent reporting dates. The values were estimated using the zero-coupon
discounting method. This method calculates the future paymenis required by the
swap, assuming the current forward rates implied by the yield curve are the market's
best estimate of fuiure spotinterest rates. These payments are then discounted using
the spot fates implied by the cursent yield curve for a hypothetical zero-coupon rate
bonid due on the date of each future net settlement payment. Because the swap fair
values are based predominantly on observable inputs corroboraied by market data,
they are classified in Level 2 of the GASB fair value hierarchy. LISNH intends to hold all
swap contracts to maturity.

These derivative instruments meet the criteria established by GASB Siatement No. 53
for effective hedges as of June 30, 2019 and 2018 and, therefore, their accumulated
changes in fair value are reflecied as deferrals on the Statements of Net Position
(see Note 10). The notional amount of each swap is tied to the outstanding balance
of the related bonds throughout the life of the swap. Under the terms of each
swap, USNH makes fixed rate interest payments 1o the counterparty and receives a
variable rate payment from the counierparty. USNH makes variable rate payments (o
bondholders on the refated bonds. None of the derivatives require collateralization
by USNH at any level of negative fair market value.

Risk Disclosure

Counterparty Risk - This is the risk that ihe counterparty will fail to perform under
the terms of the swap agreement. As of June 30, 2019, USNH was exposed to no
counterparty ceedit risk relative to its swaps as all swap market values were negative,
The swaps require collateralization of any positive fair value of the swap should the
counierparty’s credit rating fall below thresholds ideniified in the swap contracis.
USNH mitigates counterparty risk by spreading the swap exposure among various
counterparties, by monitoring bond ratings continuously, and by requiring
collateralization in certain circumstances.
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Basis Risk - This is the risk of a misrnatch between the variable rate received from the
swap counterparty and the variable rate paid by USNH to bondholders on the
undertying variable rate debt. The effeciive rate on the debt will vary depending on
the magniwide and duration of any basis risk shortfall or surplus, Based on current and
historical experience, USNHS financial advisors expect payments received under the
agreements 10 appraximate the related bond payments over the life of the swaps.
USNH manages basis risk by closely monitoring daily and monthly rates paid and
received on each transaction, by diversifying bond remarketing agents, and by varying
swap terms (eq, 679 of LIBOR vs. 63% of LIBOR + 29 bps).

Termination Risk - This is the risk that the swaps could be terminated as a result of
any of several events, which may include rating downgrades below specified levels
for USNH or the swap counterparty, covenant violation; swap payment default or
bankruptcy by either party; or default events under a bend resolution or trust inden-
ture. Under the terms of each agreement, USNH has the option to terminate a swap
at the fair market value at any time by providing notice 10 the counterparty, while the
counterparty may only terminaie the swap upon certain termination events. USNH
manages terminaiion risk by adhering to bond covenani requirements, employing
sirategic indicator targets to maintain finandial strength, monitering swap market
values and counterparty credit ratings, and diversifying swap counterparties.

Swap Cash Flows

Actual interest payments on the swaps vary as market rates vary. The table below
shows estimated annual future cash flows of the derivative instruments if interest
rates remain unchanged from June 30, 2019 thiough the end of each swap
contract {$ in thousands).

Notional  Estimated  Estimated  Estimated
. Bonds Interest  interestand  Swap Met

FiscalYear . * .’ Amortization  Received  FeesPaid  Outflows -
2020 §° 87X S Q273 54718 % 2445
2021 9215 N3 © 4390 2277
2022 9,385 -{1950) 4056 2,106
2023 9975 {1:777) 3701 1924
2024 10,170 {1,600) 3339 1739
2025-2029 41,110 {5,791) 12125 6,334
20302034 45,145 {2.191) 4638 2447
2035-2036 7150 {59) 131 72
Total 5140870 $017,754) $37098 519344




B I e el s

1 2009 | 2018
Deferred Outflows of Resources : o
Accumiulated decrease in fair value of hedging dervatives | $22,976 | $182%4
L Accounting loss on debt.refinancing ©i 808 9770
Changes of assumptions: T

Operating Staff Retirement Plan 4an’ 79

Additional Retirement Contribution Program 82
Net difference between projecied and actual earings: { - - -
" Operating Staff Retirement Plan 60 74
Benefit péyments subsequent 1o the' measurernent date :

Posiretirernent Medical Plan 205377 3097

Additional Retirerent Contribution Program - MRS L -
Asset retirement obligations T _1492 -
Total Deferred Outflows of Resources §35977 1 531436
Deferred Inflows of Resources R
T Accounting gain on debt refinancing 183571 5 616
Annuities unconditional remainder interest { 21391 1753
. Changes of assumptions: ‘

Operating Staff Retirernent Plan . 58
Postretirement Medical Plan - 82an 4343
Additional Retirerent Contribution Program i -4 4

Difference between expected and actual experience: + |

Operating Staff Retirement Plan T 6 4
Posiretirement Medical Plan 119t 1,351
Additional Retirernent Contribution Program _ 4M 629

Total Deferred Infiows of Resources . §12500 § $ 8700

10. Deferred inflows and outflows of resources
The components of Deferred Inflows and Qutflows of Resources as of June 30,2019
and 2018 were as follows (5 in thousands);

The accumulated decrease in fair value of hedging derivatives is recorded to offset the
value of USNH' interest-rate swap liabilities which qualify for treatment as an effective
hedge based on historic interest flows. USNH does not currently expect to terminate
any of the swap agreements. The accounting gain on debi refinancing relates to the
Series 2012 and 2016 bond issuances while the accounting loss on debt refinancing
relates to the Series 20058, 20118, 2015, and 20174 bond issuances. These cosis will
be amortized as a component of interest expense over the remaining ierms of the
new debt.

Amounts reporied as deferred outflows of resources related to benefit payments
subsequent to the measurement date will be recognized as a reduction of the
respective benefit liability in the year ended June 30, 2020,

Other amounits reported as deferred outflows and inflows of resources which
are related 1o retirement programs will be recognized as a component of
pension and OPEB expense over the next nine years as summarized below

{8 in thousands):

Operating . Additional _ Post-
. Staff Retirement retirement

Fiscal Retirement | Contribution Medical

. Year - " Plan Program = | Plan
2020 . $217 S{150) ${1,200)
201 217 (150) (1,200
2022 28 (150) (1,200)
2023 m- (10} (1,200)
2004 . 6 - (1,200)
2025 - - (1,200)
2026 - - (1,200
2027 = - (1.062)
Total s467 HEY $i9462)

11, Pass-through grants

USNH distributed $169,091,000 and $173,918,000 of student loans through the US
Department of Education Federal Direct Lending program during 2019 and 2018,
respeciively, These distributions and related funding sources are not included as
expenses and revenues, or cash disbursernents and cash receipts, in the accompa-
nying financial statements. The Staterments of Net Position include receivables of
$141,000 and $260,000 as of June 30, 2019 and 2018, respectively, for direct loans
disbursed in excess of US Department of Education receipis.

12. Endowment return used for operations

The objective of the annual spending formula for endowment returm used for
operations is to provide sustainable continued future support for ongoing programs
at current levels assuming moderate inflation. To the extent that endowment yield is
insufficient in any one year to meet the required spending distribution, accumulated
net gains ase utilized to fund the disiribution. For the USNH pool, the distribution rate
is esiablished annually by the USNH Board of Trustees. Starting in fiscal year 2019, the
USNH pool calculated the distribution as a percentage of the average market value
per unit for the previous twelve quarters with a rate of 4.7% as of December 31, 2017.
The rate was 4.7% for 2018 calculated as a percentage of the pool market value per
unit as of Decernber 31, 2016, For the UNHF primary poel, the distribution rate was
5.3% and 5.29 for 2019 and 2018, respectively, calculated as a perceniage of the
average market value per unit for the previous twelve quarters,

The components of endowment retusn used for operations for 2019 and 2018 are
summarized below ( in thousands):

Components of Endowment Payout I 209 2018
Pooled endowment yiekd - campuses |  s742. $ 6598
Paoled endowment yield - affiliates 2492 1861
Trusts, life income and annuities yield, net of - -
gains utilized ! 643 1,148
Gains utilized to fund distribution - pooled campuses 14004 9070
Gains urilized to fund distribution - pooled affiliates 9138 .. 9315
Endowment return used for operations f §33.779 ! 527,992

The increase in gains wtilized to fund distributions in 2019 relates to fringe benefits
and debt service costs funded by USNH quasi-endowrnents. No distributions from
these funds were made in prior years.
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13. Operating expenses by function
The following tables surnmarize USNHS operating expenses by functional dassification for the past twa years (S in thousands):

P Supplies .o Internal ".‘Dépreciation & 2009 .
* Compensation & Services Utilities | Allocations * Amortization Total
‘Campuses-currentfundsf- . ] o v
Instryction o . 5202333 $ 21,055 $ 15 . 5 - T §223403 .
Auxifiary services TEs4115 51,152 2607 - 48,670 L 156539
Research and sponsored programs 74837 34,564 85 - - 10958
“Academic support S eggl 18791 Ty - - 87649
' Student services oo 33363 15,131 12+ (95} - 4841
Institutional support T a3% 18761 79, (23679 Cowo- | 43497
| Operations and maintenance .- 2575 - - 17962 15724 (25.181) e [ 300
Fundraising and communications 11,562 6826 = 2872 . - 21,260
Public service sy 11240 3,125 = - - 1 14,365
Subtotal - current funds ‘.. 528282 187367 18554~ 2587 - 735,790
Campuses- other funds ' 333 - 15888 8 - 65,349 81508
Affiliated entities 6113 (AP S | ©(2587) - 4651
Total L SouIB 5204379 $18583 s - 565,349 5823039
. - Supplies ' Internal - 2018
" Compensation | & Services Utilities - Allocations  {.- Dépreciation Total
Campuses - current funds cooae T _
insuuction $201510 § 22229 "7 s - 5 - $223,756
Aunxiliary services 53940 7 53695 3406 - - . 45921 = 156,962
Research and sponsored programs : 74705 35432 18 o - - 110,155
L Academic suppori 69334, . 21075 40 245 | 90694
‘Student services 34337 14634 ) 10 - (95) "= 48886
Institutional support i 47826 17,221 "76. 2217 . - 42906
Operations and maintenance S B8 16,602 15482 {24,148) - 30
Fundraising ankd commumications 12285 .. 6925 - 2,257 - 21467
Pubic service 10430 . 3425 o - - = 13555
Subtotal - current funds D s754 190938 19049 * 1963 - 739492
Campuses - other funds 155, 16494 160 - T 650% 81,761
“Affiliated entities 50217 867 _ ©(1963) _ .- 3925
. Total §532718 $20829 $19065 § . - $65096 $825,178
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14. Net position
Itis USNHs policy to use restricted funds before accessing unrestricted balances. The iable
below details USNH'S net position as of June 36, 2019 and 2018 ($ in thousands):

Components of Net Position -} --2019 2018
Netinvestment in capital assets $ 685015 | 5°665,194
Restricted financial resources _
‘Nonexpendable
Historic gift value of endowment - campuses 124287 | 118298
Historic gift value of endowrment - affiliated entities | _ 157414 { _ 145671
Total restricted nonexpendable resources 281701 | 263969
Expendable
Held by campuses: . -
Accumulated net gains on endowment 56559 1 54375
Fair value of restricted funds funcioning as endowment | . 15032 14,761
Gifts, grants and contracts Y1443 44467
Life income andl annuity funds 15 12
Loan funds 3585 5158
Held by affiliated entities:
Accumulated net gains on endowment T 43192 42424
Fairvalue of restrictad funds functioning as endowmént | * 44054.1 . 44,108
Crher ' 9457 1 ~ 11034
Total restricted expendable resources 213337 216339
Unrestricted financial resources
Held by campuses: 5 ‘
Educational and general reserves 6521 20998
Auxdliary enterprises’ D457 42838
Internally designated reserves 20879 13003
Unrestricted loan funds 1487+ 1513
Unexpended plant funds C 144841 127,776
Fairvalue of unresticted funds functioning as endowrmeni| . 185442 | 184,148
" Other o : 779 971
Less: postretirernent medical iability™ 9153y (52307
Heddd by offiliared entities:
Fair value of unvesirictad funds functioning as endowment 1308 1314
Other C 1668 1500
Total unrestricted financial resources 38493 | 302154
Total Net Position $1.498546 + 5144765

" As discussed in Note 7, the 2019 and 2018 postretirernent medical liabifity is shown net of
the relater! deferred inflows and outflows of resources, See Note 10 for additional information
it this regard,

15. Commitments and contingencies

USNH holds insurance for losses related to real property, as well as professional,
environmental and general liability claims. Property coverage is limited to $500 million
in the aggregate with varying deductible fevels. Liability coverage and deductible levels
are based on management's assessments of the risks of related losses. Settlements
below the relevant deductible amounts are funded from unrestricied net position,

USNH makes expenditures in connection with restricied government grants and
contracts, which are subject to final audit by government agencies. Management is of the
apinion that the number of disallowanices, if any, sustained through such audiis would not
ematerially affect the financial position, results of operations, or cash flows of USNH,

USNH is a defendant in various legal actions arising out of the normal course of its
operations, Although the outcome of such actions cannot presently be determined,
management is of the opinion that the eventual liabifity, if any, will not have a material
effect on USNH' inancial position, results of aperations of cash flows.

16. Component units
Condensed information from the audited financial statements of the University of New
Hampshire Foundation, Inc. {UNHF) is presented below (S inmillions}

_ | 209 | 2018
Condensed information from the Statements
of Net Position as of June 30, Lo
Endowment investments . s $229
Other assets ” j _14
Total Assets JFECI T
Annuities payable . 3 2
Other liabiities and deferred inflows of resources o5 _3
Total Liabilities and Deferred T
Inflows of Resources _3
Total Net Position 5247 5238
i 2019 2018
Condensed information from the Statements .
of Revenues, Expenses and Changes in Net
Position for the years ended June 30, R
Gifts and other support 529 $35
Investment income ' _n _l6
Total Revenues . 40 517
Distributions to UNH .03 25
Administrative and other experses .87 _7
Total Expenses ' ) _32
Increase in Net Position 59 519
_ 2019 2018
Condensed information from the Statements
of Cash Fows for the years ended June 30,
Receipts from gifts and other sources $ 19, S 2
Payments 1o UNH and suppliers C_29 (34
Net Cash Used in Operating Activities (1) (13)
Net Cash Used in Investing Activities (1 @
Net Cash Provided by Noncapital
Financing Activities ~ _12 _15
Change in Cash and Equivalents S 1 ] $

A copy of the complete financial statements for UNHF can be obtained on their web-
site at hieps/Awww.unh.edu/give/Rinancial-reports or by contacting the Advancement
Finance and Administration Office at (603) 8621584,

17. Subsequent events

Management has evaluated the impaci of subsequent events thiough the date that the
financial statements were available for issuance October 30, 2019, and concluded that
no material events have occurred which would require recognition or disclosure.
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{Unaudited)

Postretirement Medical Plan

Schedule of Changes in Totat OPEB Liability and Related Ratios for the years ended June 30,

P Required Supplemental Information

Additional Retirement Contribution {ARC) Program
Schedule of Changes in Total Pension Lnabuhtyand Related Ratios for the years ended June 30,

{$ in thousands} (5 inthousands}
2019 "2018 2009 | 2008 | 207
 Service costs $ 1359 { 5 1416 Service costs 5 311 A S 103
 Interest © 3074 3627 Tnterest - 88 |, . .18"
Benefit payments (6.381) 6923) Benefit payments @ 02y (95) ‘ (518) '
Differences between expecied and actualexperience | ... - (1513) Differences between expected and ;o
Changesin assumptions " sy (@857} " actual experience B (328)
Net Change in Postretirement : . Changesin assurnptions - Bn 2% {5y
Medical Liability ‘ (6.966) (8248) Net Change in ARC Liability 23 (29| -7 "1630)
Total Postretirernent Medical Plan Liability- . Total ARC L.abghrya[ beginning of year 2294.-1 2323 2053
beginning of year * . 89710. 97958 " Total ARC Liability at end of year § 2171 152204 | 52323
TotalPostretlrementMedlcalPlanLlabtllty N Current portion ’ .5 200 78 959 8- 455
end of year’ 5 82744 $ 89710 Covered payroll " §24369 | 526646 529409
. Current portion .3 533t 25837 Total Liability as a Percentage of L
Covered payroll ‘ © 5200287 | 5290107 * Covered Payrofl 89% 1 86&% 79% .
Total Liability as a Percentage of Covered Payroll 285% 309% R
Operating Staff Retirement Plan
Schiedule of Changes in Net Perision Assets and Related Ratios for the years ended June 30, (§ in thousands}:
“2019 | 2008 | 20179 12009 . ] 2ms {20179
Plan Fiduciary Net Position C Plan Pension Liability - oo
Beginning balance . 36376 $6700 t S . - Beginning balance 36852 1 S(57070) |.-$16349)
Employer contributions - - ]800 Service costs (3) - (20}

- Plan administrative costs 413 {173) - Interest, net of actuarial gain/oss 290). {2920 | " {298) ..
. Netinvestmentincome 407 274 - Benefit payments 584 585 956 -
Benefit payments - {584 B89 |- - Changes in assumptions {514) 38+ - -
Fdudiary net position 96,i8 56376 | $6700 Net Change in Total Pension Liability ~ "{" § (223) § S 55 ;-5 638

Total Pension Liability at endof year 3875 -1 0632 | (3707, Total Pension Liability at end of year S(5875) 1 SI(5652) | S(5707) .

' Net Pension Asset $'30 s 74 | $993 || Covered payroll S 850) | 5 961) | $0.007

" Ptar Net Position as a Percentage of Total e Lo Met Pension Assat as a Percentage of : 1 .

Pension Liabiity 03 | 128% | Fi7e% Covered Payrofl 366 | 753% | -ome%
Notes to Schedules :

™ Changes in assurnptions refate to discount rate changes. The rates were 4.1% for 2019, and 3.4% for 2018 based on a change in the related index. See Note 7 for additional information.
™ fiscal year 2017 benefit payments included separation costs resulting in larger amounts.
B Reflects payments and adjustments made before the establishment of the reloted trust on June 29, 2017,
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Introduction

The Audit Committee
University System of New Hampshire:

We are pleased to have the opportunity to meet with you on October 24, 2013 to discuss the resuits
of our audit of the financial statements of the University System of New Hampshire (the System) as
of and for the year ended June 30, 2019. Our audit was conducted in accordance with the terms
established in the audit engagement letter dated April 25, 2019.

We are providing this document in advance of our meeting to enable you to consider our findings
and hence enhance the quality of our discussions. This document should be read in conjunction
with our audit plan, presented on April 25, 2019. We will be pleased to elaborate on the matters
covered in this document when we meet.

Qur audit is substantially complete. Subject to the Committee’s approval, we expecttobeina
position to sign our audit opinion on the System’s financial statements.

We expect to issue an unmodified Auditors’ Report.

We draw your attention to the following communications included in the appendix to this report:
— Responsibilities

— Responsibilities for other information in documents containing audited financial statements
— KPMG independence quality controls

— Report on the financial statements

— Report in accordance with Government Auditing Standards

— Management representation letter — Draft
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How we delivered audit quality

Continuous Two-way
improvement communication

Depth of experience

8o
Training t', Ongoing
dialogue

Years Indus(ry Contmulty Involvement
experience  experience of team of specialists

R

surprises

Quality

reviews Tailored approach

Im
Profound | ==z
understanding Materiality Risk-based = -®

Root cause
analysis
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Emerging
challenges

Challenge and insight

Data and Independent Skepticism Robust
analytics view and challenge
judgment
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Audit summary

Auditor’s report

Unmodified opinion on the financial statements

Emphasis of Matter paragraph regarding adoption of GASB 83, Certain Asset Retirement
Obligations, Certain Disclosures Related to Debt, Including Direct Borrowings and Direct

Placements, and GASB 88, GASB 88, Certain Disclosures Related to Debt, Including Direct
Borrowings and Direct Placements

Other Matter paragraph delails KPMG's responsibility over the Required Supplementary
Information

Changes te cur planned risk assessment and planned audit strateqy

There were no significant changes to our planned risk assessment and planned audit strategy as
presented to you on April 25, 2019.

Audit misstatements identified Control deficiencies reported
Corrected Material weaknesses

Uncorrected Significant deficiencies

Financtal presentation and

disclosure omissions Control deficiencies

Accounting judgments related to estimates

Less sensitive Neutral

Current year

Our assessment of the risk associated with valuation estimates has not changed from the prior year as
there have been no modifications in the accounting judgments made by management.

Financial presentation and disclosure omissions No matters to report

Concerns regarding application of new accounting pronouncements None noted
Alternative accounting treatments No matters to report

Unusual transactions No matters 1o report
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Audit results

Uncomected Corrected Control

Significant risks misstatements misstatements deficiencies

.

Management override of controls

Significant audit areas

Cash and investments

Contribution revenue, related receivables,
and net assets

Debt and related items

Capital assets and related depreciation

Grants and contracts revenue; sales of auxiliary
services; and NH appropriations

Compensation and benefits and related liabilities

Supplies and services expenses and related liabilities

<

<P

<>

<«

_ | <

Tuiion and fees and reate eceivables i <<
<

<

-

' Commitments and contingencies

“Macagement ovemios Of CONtTols is an inherent significant risk in all sntities
=" indicates no findings -
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Audit results (continued) s X Fn
= a a~p
Skepticism 1 D&A  Specialists Challange

|
|

° Management ovarride of controls

Qur response
Significant risk of fraud inteirial controls Procedures
The risk — Assessed — Assessed the appropriateness of
— Management is in @ position to management'’s changes compared to the prior year to
perpetrate fraud because of design and the methods and undertying assumptions

kklE

management’s ability o
manipulate accounting records
and prepare fraudulent
financial statements by
overriding controls that
otherwise appear to be
operating effectively. Although
the level of risk of management
override of controls will vary
from entity to entity, the risk
nevertheless is present in

all entities.

implementation of
controls over
journal entries
and post-closing
adjustments

Assessed
management's
design and
implementation of
controls over
recording of
investment results

Assessed
management's
design and
implementation of
controls over
compliance with
debt covenants

Results

Based on our procedures performed, no significant

findings were noted.

used to prepare accounting estimates.

Performed risk Lassessment procedures
to determine existence of any
high-risk entries. -

Performed procedures over material
manual post-closing adjustments to
ensure accuracy and appropriateness of
the entries. -

Performed procedures over the
completeness, :existence, accuracy, and
valuation of the investment portfolio at
the System, whlich includes
benchmarking comparisons for
alternative invels.trnents.

Performed procedures to determine
the System’s compliance with
debt covenants.
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Audit results (continued) 5. !5 a7 ;:*.

Skapticism D&A  Speacialists Challange

o Cash and investments

Procedures performed :

Gained an understanding of management's cash and investment processes

Confirmed directly held cash and secunties with financial institutions
Confirmed a sample of alternative investment funds
Tested bank reconciliations

Back-tested the December 31, 2018 calculated NAV against the NAV reported lo the Foundation for the same date
to establish reliability

Reviewed audited fund financial statements, fund holdings, benchmarking of fund performance, communications
with fund managers, and other monitoring documentation for alternative investments

Price-tested directly held securities

Reviewed accounting for year-end transactions (i.e., unsettled trades)
Tested reasonableness of investment return components

Reviewed classification of cash and cash equivalents and restricted balances

Reviewed financial statement presentation and disclosures, including classifications within the fair value hierarchy
in Levels 1, 2 and 3, as well as liquidity and related capital commitments {0 ensure compliance with GASB
standards and U.S. GAAP

— Considered effects of subsequent events

Significant accounting estimate(s):
— Alternative Invesiments: Real estate, Hedge, Private Equity, and Colleclive

Observations:

— GAAP requires that investiments be reported at fair value. Currently, the Promissory Notes Receivable with the
New Hampshire Community Loan Fund are presented at face value plus accrued interest and categorized in Level
3 of the fair value hierarchy. Although it is likely that the difference between the Notes' estimated fair value and
carrying value is not currently material, it is possible that if in the future the interest rate environment were to
change materially or the borrowers’ credit were (o deteriorate, that the fair value differential could become material,
We therefore recommend that management continue to monitor the balance amid these factors to determine
whether an appraisal of the investment may be necessary in future periods.
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Audit results (continued) B }E a9 ;3;

Skepticism | D&A Specialists Challenge

|

|

|

|
o Contribution revenue, related receivables, and net assets i
|
I..

Procedures performed ' i

Gained an understanding of management’s processes surrounding gifts, pledges and distributions
Tested a sample of new gifts to determine whether they are properly recognized and classified

Tested roll-forward of endowment activities, including new endowments, reclassifications between nat position
categories, and transfers

Reviewed required financial statement disclosures 1o ensure presentation was in compliance with GASB standards
and U.S. GAAP

Significant accounting estimate(s):
— Pledges receivable, net
Observations:

— No significant matters noted
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Audit results (continued) it AN ;:;

Skepticism D&A  Specialists Challenge

o Debt and related items

’ Procedures performed

Gained an understanding of management's processes surrounding debt and related items

Confirmed outstanding debt with financial institutions
Tested compliance with financial debt covenants
Tested reasonableness of interest expense

Reviewed required financial statement disclosures to ensure presentation was in compliance with GASB standards
and U.5. GAAP

| Signiticant accounting estimate(s):
— None
Observations:

f — No significant matters noted

- There were no bond issuances or refundings in fiscal 2019
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Audit results (continued) it P A ::'.

Skepticism |D&A  Specialists Challenge
|

o Capital assets and related depreciation

Procedures performed - ‘

Gained an understanding of management’s processes surrounding capital assets and related depreciation
Tested fixed asset additions

Reviewed construction-in-process accounts

Tested reasonableness of depreciation

Reviewed required financial statement disclosures to ensure presentation was in compliance with GASB standards
and U.S. GAAP !

Significant accounting estimate(s):
— Estimated useful lives of capital assets
Observations:

— No significant matters noted
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Audit results (continued) is [5 a9 'm.tg

Skepticism Specialists Challenge

o Tuition and fees, and related receivables

. Procedures performed

Gained an understanding of management's processes surrounding tuition and fees

Pertormed detailed procedures over tuition revenue, and analytical procedures over related student aid

Tested significant receivable balances through subsequent cash receipts and adequacy of allowance for doubtful
accounts

Reviewed required financial statement disclosures to ensure presentation was in compliance with GASB standards
and U.5. GAAP

B Significant accounting estimate(s}:
| — None
Observations:

— No significant matters noted

r
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Audit results (continued) ' i o a8 ;{;

Skepticism D&A Specialists Challenge

° Grants and contracts revenue; sales of auxiliary services; and NH appropriations

Procedures performed )

— Gained an understanding of management's processes surrounding these revenue streams

Tested propriety of allowable costs for payroll and non-payroll reimbursements under sponsored grants
and contracts

Performed analytical procedures over grants and contracts revenue
Performed detailed procedures over sales of auxiliary services revenue
Confirmed State of NH appropriations

Reviewed required financial statement disclosures to ensure presentation was in compliance with GASB standards
and U.S. GAAP

Significant accounting estimate(s):
— None
Observations:

— No significant matters noted
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Audit results (continued) it o a8 ;;:"

Skepticism D&A  Specialists Challenge

o Compensation and benefits and related liabilities

. Procedures performed ‘

Gained an understanding of management's processes surrounding compensation and benefits and
related liabilities

Tested a sample of payroll expenses for proper recording and classification

Performed analytical procedures over benefits expense and related accruals
Reviewed appropriateness of OPEB actuarial calculations and related liabilities
Reviewed GASB 75 activity and actuary report

Reviewed required financial statement disclosures to ensure presentation was in compliance with GASB standards
and U.S. GAAP

Significant accounting estimate(s):
— OPEB liability
Observations:

— No significant matters noted
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Audit results (continued) i mE Al &tri

Skepticism D&A  Specialists Challenge

°' Supplles and services expenses and refated liabilities

Procedures performed

Gained an understanding of management's processes surrounding supplies and services expenses and
related liabilities

Tested a sample of expenses for proper recording and classification
Performed a search for unrecorded liabilities
Reviewed significant accounts payable and accrued liahility balances

Reviewed required financial statement disclosures to ensure presentation was in compliance with GASB standards
and U.S. GAAP

Significant accounting estimate(s):
— MNone
Observations:

— No significant matters noted
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Audit results (continued) i A &f*%

Skepticism D&A  Specialists Challenge

o Commitments and contingencies
. _ Procedures performed .

— Ohbtained legal letters and reviewed any litigation assessments

— Reviewed disclosure of other commitments and contingencies

— Performed standard tax provision review in relation to financial statements

i Observations:

— No significant matters noted
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Required communications and other matters

Related parties
d Going concern

Illegal acts or fraud

Noncompliance with laws
and requlations

Modifications
to auditors’ report

Subsequent events

Independence

| Significant difficulties
encountered during
the audit

Disagreements with
management or
scope limitations

Management’s consulitation

with other accountants

Significant findings or

issues discussed, or subject

to correspondence
with management

Other findings or issues

Material written
communications between
KPMG and management

KkhAE

Response

No.matfers to report.
No matters to report.

l
|

No actual or suspected fraud involving management, employees
'with significant roles in internal control, or where fraud results in a
material misstatement:in the financial statements were identified
during the audit. '

No matters to report.

Emphasis of M_artters paragraph added to highlight adoptions of
| GASB 83 and. GASB 88. Our repart.is not modified with respect
to these matters; B o

No matters to.report.

We hereby confirm that as of October 24, 2019, we are ‘
'independent accountants with respect to the System under all
relevant professionial and regulatory standards. '

@) Nomatters to report.

No matters to report.

No matters to report, of which we are aware.

No matters to report.

No matters to report.

Engagement and management representation letters.
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Responsibilities

Management is responsible for:

— Preparation and fair presentation of the financial statements, including disclosures, in conformity with
generally accepted accounting principles (GAAP).

— Forthe design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or errofr.

— Identifying and ensuring that the System complies with laws and regulations applicable to its activities,
and for informing the auditor of any known material violations of such laws and regulations

— To provide access to all information of which management is aware that is relevant to the preparation and
fair presentation of the financial statements, such as records, documentation, and other matters,
additional information that we may request from management for the purpose of the audit, and
unrestricted access to persons within the entity from whom we determine it necessary to obtain -
audit evidence.

— Adjusting the financial statements to correct material misstatements and affirming in the representation
letter that the effects of any uncorrected misstatements aggregated by the auditor are immaterial, both
individually and in the aggregate, to the financia! statements taken as a whale.

— Providing the auditor with a letier confirming certain representations made during the audit that includes,
but is not limited to, management's:

- Disclosure of all significant deficiencies, including material weaknesses, in the design or operation of
internal controls that could adversely affect the System’s financial reporting.

- Acknowledgement of their responsibility for the design and implementation of programs and controls to
prevent, deter, and detect fraud.

The Audit Committee is responsible for:
— Qversight of the financial reporting process and internal control over financial reporting (ICOFR}.

— Oversight of the establishment and maintenance by management of programs and controls designed to
prevent, deter, and detect fraud.

Management and the Audit Committee are responsible for:
— Setting the proper tone and creating and rﬁaintaining a culture of honesty and high ethical standards.

— Ensuring that the System’s operations are conducted in accordance with the provisions of laws and
regulations, including compliance with the provisions of laws and regulations that determine the reported
amounts and disclosures in the System's financial statements.

The audit of the financial statements does not relieve management or the Audit Committee of
their responsibilities
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Respdnsibilities (continued)

KPMG is responsible for:

— Performing the audit in accordance with U.S. GAAS and that the audit is desighed to obtain reasonable,
rather than absolute, assurance about whether the financial statements as a whole are free from material

misstatement. ,

— Performing an audit of financia! statements includes consideration of ICOFR as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s ICOFR.

— Communicating significant matters related to the financial statement audit that are in our professional
judgment, relevant to the responsibilities of the Audit Committee in overseeing the financial process. U.S.
GAAS does not reguire us to design procedures for the purpose of identifying matters to communicate to
the Audit Committee. .

— Communicating if we suspect or identify noncompllance with laws and regulations exist, unless matters
are clearly inconsequential.

— Communicating to management and the Audit Committee in writing all significant deficiencies and
material weaknesses in internal controt identified during the audit, including those that were remediated
during the audit and reporting to management in writing all deficiencies noted during our audit that, in our
professional judgment, are of sufficient importance to merit management's attention. The objective of our
audit of the financial statements is not to report on the System’s internal control.

— Conducting the audit in accordance with professional standards and complying with the rules and
responsibility of the Code of Professional Conduct of the American Institute of Certified Public .
Accountants and the official standards of relevant CPA Societies, and relevant state boards of
accountancy.

— Communicating to the Audit Committee circumstances, if any, that affect the form and content of the
auditors’ report.

— Communicating if we plan to withdraw from the engagement and the reasons for the withdrawal.

- Commumcahng to the Audit Committee if we conclude no reasonable justification for a change of the
terms of the audit engagement exists and we are not permitted by management to continue the original
audit engagement.

— When'applicable, we are also responsible for communicating particular matters required by law or
regulation, by agreement with the entity, or by additional requirements applicable to the engagement.

— Communicating if we have identified or suspect fraud involving: (a) management, (b) employees who
have significant roles in internat control, (c) others, when the fraud results in a material misstatement in
the financial statements, and (d) other matters related to fraud that are, in the auditors' professional
judgment, relevant to the responsibilities of the Audit Committee.

— Communicating significant findings and issues arising during the audit in connection with the System s
related parties.

— Communicating conditions and events, considered in the aggregate, that raise substantial doubt about an
entity's ability to continue as a going concern for a reasonable period of time.
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Responsibilities for other information in documents
containing audited financial statements

— The auditors’ report on the financial statements does not extend to other information in documents
containing audited financial statements, excluding required supplementary information.

= The auditors’ responsibility is to make appropriate arrangements with management or the Audit
Committee to obtain the other information prior to the report release date and to read the other information
to identify material inconsistencies with the audited financial statements or material misstatements of
facts.

— Any material inconsistencies or misstatements of facts that are not resolved prior to the report release
date, and that require revision of the other information, may result in KPMG modifying or withholding the
auditors’ report or withdrawing from the engagement.

— We have performed the following procedures with respect to other information in documents:

- We read Management’s Discussion and Analysis, which is required supplementary information under
U.S. GAAP.

- We did not audit Management's Discussion and Analysis, but we noted no material inconsistencies
between it and the financial statements.
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KPMG independence quality controls

KPMG maintains a comprehensive system of quality controls designed to maintain our independence
and to comply with regulatory and professional requirements.

Pre-approval of all worldwide engagements by the audit engagement team through Sentinel, a KPMG
independence and conflict checking system (includes services for/relationships with the audit client, its
affiliates, and its affiliated persons)

Tracking partner rotation requirements using PRS, the firm's automated partner rotation tracking system
Automated investment tracking system used by all KPMG member firms (KICS) "
Training and awareness programs, including a required annual independence training deployed globally

Annua! independence confirmation required for all partners and employees and for all new joiners to the
firm

Corﬁpliance testing programs
Formal disciplinary policy and process

Annual reporting to the audit committee regarding independence

effifiatad with KPMG Internatonal Cooperative CKPMG intematanar ) a Swiss eniily Al nighis resared NOPPRS 801283
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New accounting standards

Effective for
fiscal year

ending in June

Accounting Standards Update

GASB Statement No. 84, Fiduciary Activities 1 2020
GASB Statement No. 87, Leases ? ) ]' 2021
GASB Statement No. 89, Accounting for interest Cost Incurred before 2021
the End of a Construction Period ' _

GASB Statement No. 90, Majorily Equity Interests—an amendment of 2020
GASB Statements No. 14 and No. 61 ‘

GASE Statement No. 91, Conduif Debt Obligations 2022

1 GASB has issued an implementation guide in June 2019

2 GASB has issued an implementation guide in August 2019
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Report on the financial statements

Independent Auditors' Report

The Governor and
Legislative Fiscal Committee
State of New Hampshire: and
The Board of Trustees
‘University System of New Hampshire:

We have audited the accompanying slatements of nel position of the University System of New Hampshire (the
System), a component unit of the State of New Hampshire, as of and for the years ended June 30, 2019 and
2018, the related statements of revenues, expenses and changes in nat position and cash flows for the years
then ended, and the related notes to the financial statements, which collectively comprise the System's basic
financial statements for the years then ended.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’' Responsibility
Our responsibility is 1o express an opinion on these financial statemenis based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those

‘standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management as well as evaluating the overall
preseniation of the financial slatements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the nel position
of the University System of New Hampshire as of June 30, 2018 and 2018, and the changes in its net position
and its cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.
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Report on the financial statements (continued)

Emphasis of Matters

As discussed in Note 1 to the financial statements, in 2019 the System adopted Governmental Accounling
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations, and GASB Statement No.
88, Certain Disclosures Related to Debt, inciuding Direct Borrowings and Direct Placements. Qur opinion is not
modified with respect to these matters.

Other Matter - Required Supplemeantary information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on
pages —_. and the required supplemantal information on page be presanted to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the GASB who considers it to be an essential part of financial reporting for placing the basic
financial stalements in an appropriate aperational, economic, or historical context. We have applied cerain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses lo our
inquiries, the basic financial statements, and other knowledge we obtained during our audits of the basic
financial statements. We do nol express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

[(signed} KPMG LLP]

~ October _, 2019
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Report on the financial statements (continued)

Independent Auditors' Report

The Govemor and
Legislative Fiscal Committee,
State of New Hampshire, and
The Board of Trustees
University System of New Hampshire;

Report on the Financial Statements

We have audited the accompanying statements of net position of the University System of New Hampshire (the
Systemn),.a component unit of the State of New Hampshire, as of and for the years ended June 30, 2019 and
2018, the related statements of revenues, expenses and changes in net position and cash flows for the years
then ended, and the related notes to the financial statements, which collectively comprise the System's basic
financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the pfeparatlon and fair presentation of these financial statemenu; in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility .
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller

General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selacted depend on the auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether dus to fraud or error. in making those
risk assessments, the auditor considers intemal control relevant to the entity's preparation and fair presentation
of the financial statements in order lo design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the antity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of acoounting policies used and -
the reasonableness of significant accounting estimates made by management, as well as evatuating the overall
presentation of the financial statements.

Woe believe thal the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion .
In our apinion, the financial staternents referred to above present fairly, in all material respects, the net position

of the University System of New Hampshire as of.June 30, 2019 and 2018, and the changes in its net position
and its cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.
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Report on the financial statements (continued)

Emphasis of Matters

As discussed in Note 1 to the financial statements, in 2019 the System adopted Govemmental Accounting
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations, and GASB Statement No.
88, Centain Disclosures Related to Debt, Inciuding Direct Borrowings and Direct Placements. Our opinion is not
modified with respect to these matters.

Other Matter
Required Supplementary Information

U.S. generally accepted accounting principles require thal the management's discussion and analysis on
pages and the required supplemantal information on page be presented o supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is required
by the GASB who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
acceptad in the United States of America, which consisted of inquiries of managemaent aboul the methods of
preparing the information.and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audits of the basic
financial statements, We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us wilh sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October

2019 on our consideration of the System's internal contro! over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to dascribe the scope of our testing of internal control over financial
reporting and compliance and the resuits of that testing, and not to provide an opinion on the efiectiveness of
the System’s inlernal control over financial reporting or on comptiance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the System's internal control over
financial reporting and compliance.

[(signed) KPMG LLP]

October __, 2019

© 2019 KFKG LLP o Delaware Linuted Latelty partnerstip and 1he U § mamper tm of the ¥FMG network of ingependsent memoe: hms 27
effitaied with KPMG Internatonal Gooperalve | KPMG Inteminbonal ;| a Swiss ently Al nghts reserveg NOPPS 804283



Report in accordance with Government Auditing
Standards

independent Auditors’ Report on Internal Control Quer Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Perforrned in Accordance With Govemment
Auditing Standards

The Governor and
Legislative Fiscal Committee,
State of New Hampshire, and

The Board.of Trusteed .. .. S e G
UntvemttySystemofNewHampshi:e ' R DT

We ha\re audited, in aooordance with the audmng standards generalty accepted in the United States of America
and the standards applicable to ﬂnanual audits contatned in Government Auditing Standards, iasued by the
Comptmller General of the Unlted States, the financial statements of the Univefsity ‘System of New Hampshire
(the System), a componem untt of the State ot New Hampshnre, wh:ch comprise the statement of net position
as of June 30, 2018, the related statements of revenues, expenses and changes in net position and cash flows
fortheyearthenmded andtherelatednotestotheﬁnanaa!statements andhavetssuedwrepoﬂthereon
dated October *_,2019. Our repod includes &@n emphasas of matter paragraph noting that the System
adopted Governmental Adeountmg Standards Board (GASB) Statement No. 83, Certain. Assst Retirernent
Obligations, and GASB Statement No. 88 Certain Disclosums Related to Debt, Including Direct Bon'owfngs
and Dlmct Pfacements Qur opinion is not' modified with respect to these rnattars

internal Control ,ng; Fmanclal Reporting: -

In planning and performing our audit of the ﬁnanclal statements, we considered the System's interna! control
over financial reporting (interal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of axpressing our opinion on the financial statéments, but not for the purpose of
éxpressing an opinion on the effectiveness of the System’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the System’s intemal control.

A deficiency in internal contro! exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in intemal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in intemal control that is less severe than a material weakness yet
important enough to merit attention by those charged with gavernance.

Our consideration of intemal control was for the limited purpose described in the ﬂrst paragraph of this saction

significant deficiencies. Given these limitations, during our audit we did not identity any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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Report in accordance with Government Auditing
Standards (continued)

Compliance and Other Matters

As part of oblaining reasonable assurance about whether the System’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncomptliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reporied under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the System's internal control or
on compliance. This report is an integral pant of an audit performed in accordance with Government Auditing
Standards in considering the System's interna! control and compliance. Accordingly, this communication is not
suitable for any other purpose. '

[{signed} KPMG LLP:

October __, 2019
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Management representation letter — Draft

October . 2018
KPMG LLP

Two Financial Center
60 South Street

Boston,. MA 02111

Ladies and Gentlemen:

We are providing this letter in connection with your audit of the statements of net position of the
University System of New Hampshire (the “System™), a component unit of the State of New Hampshire,
as of and for the years ended June 30. 2019 and 2018, the related statements of revenues, expenses and
changes in pet position and cash flows for the years then ended. and the related notes to the financial
statements, for the purpose of expressing opinions as to whether these financial statements present fairly,
it all material respects, the net position, changes in net position. angd cash flows thereof in accordance
with U.S. generally accepted accounting principles.

Cenain representations in this letter are described as being limited to matters that are material. Items are
considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances. makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

We confirm. to the best of our knowledge and belief. as of October . 2019:

1) We have fulfilled our responsibilities. as set out in the terms of the audit engagement letter dated
Aprit 25, 2019, for the preparation and fair presentation of the financial statements in accordance with
U.S. generally accepted accounting principles.

2) We have made available to you:

a) All records, documentation, and information that is relevant to the preparation and fair
presentation of the financial statements.

b) Additional information that you have requesied from us for the purpose of the audit;

¢) Unrestricted access and the full cooperation of personnel within the entity from whom you
determined it necessary to obtain audit evidence: and

d) All minutes of the meetings of Board of Trustees. commitiees of the Board of Trusiees. or
suminaries of actions of recent meetings for which minutes have not yet been prepared. All
significant board and committee actions are included in the summaries.
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Management representation letter — Draft (continued)

3) Except as disclosed to you in writing. there have been no communications from regulatory agencies,
governmental representatives, employees or others concerning noncompliance with laws and
regulations in any jurisdiction, or deficiencies in financial reporting practices or other marters that
could have a material adverse effect on the financial statements.

4) We have disclosed to you. in writing. all known instances of non-compliance or suspected non-
compliance with laws and regulations, whose effects should be considered when preparing financial
stalements,

5) All material transactions have been recorded in the accounting records and are reflected in the
financial statements.

6) There are no side agreements or other arrangements {either written or oral).

7} There are no events subsequent to the daie of the statement of net position and through the date of this
letter for which U.S. GAAP requires adjustment or disclosure.

8) The effects of all- known actual or possible litigation and claims have been accounied for and
disclosed in accordance with paragraphs 96 — 113 of Governmental Accounting Standards Board
(GASB) Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained
in Pre-November 30, 1989 FASB and AICPA Prononncemens.

9) We have disclosed to you all known acrual or possible litigation, claims, and assessments whose
effects should be considered when preparing the financial statements.

10) We acknowledge our responsibility for the design, implementation, and maintenance of programs and
controls to prevent, deter, and detect fraud: for adopting sound accounting policies; and for the
design. implemeniation, and maintenance of internal control relevant 10 the preparation and fair
presentation of the financial staterments and to provide reasonable assurance against the possibility of
misstatements that are material 1o the financial statements, whether due (o error or fraud. We
undersiand that the term “fraud™ is defined as an intentional act by one or more individuals among
management, those charged with governance, employees, or third parties. involving the use of
deception that results in 8 misstatement in financial statements that are the subject of an audit.

11} There are no deficiencies, significant deficiencies. or material weaknesses in the design or operation
of internal contro! over financial reporting of which we are aware. which could adversely affect the
System'’s ability to initiate, authorize, record, process, or repon financial data. We have applied the
definitions of a “significant deficiency™ and a “material weakness™ in accordance with the definitions
in AU-C Section 265.07. Comnumicating Internal Control Related Marters ldentified in an Audit.

12} We have disclosed to you the results of our assessment of the risk that the financial statements may be
materially misstated as a result of fraud.

13) We have no knowledge of any fraud or suspected fraud affecting the System involving:
a) Management '
b) Employees who have significant roles in internal control. or

¢) Others where the fraud could have a material effect on the financial statements.
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‘Management representation letter — Draft (continued)

14) We have disclosed to you all information that we are aware of regarding allegations of fraud, or
suspected fraud, affecting the System’s financial statements communicated by employees, former
employees, regulators, or others.

15) We have no knowledge of any officer or member of the governing body of the System. or any other
person acting under the direction thereof. having taken any action to fraudulently influence, coerce,
manipulate, or mislead you during your audit.

16) Significant assumptions used by us in making accounting estimates. including those measured at fair
value, are reasonable.

17) We have disclosed 1o you the identity of our related parlie§ and all the related party relationships and
transactioas of which we are aware.

18) The following have been properly recorded or disclosed in the financial statemenis:

a} Related party relationships and transactions of which we are aware, in accordance with U.S.
generally accepted accounting principles, including sales, purchases, loans, transfers, leasing
arrangements, guarantees, ongoing contractual comumnitments, and amounts receivable from or
payable to related parties. :

The term “related party" refers to government’s related organizations, joint ventures, and jointly
governed organizations, as defined in GASB Staterment No. 14, The Financial Reporting Entity,
as amended: elected and appointed officials of the government: its management; members of the
immediate families of elected or appointed officials of the government and its management; and
other parties with which the government may deal if one party can significantly influence the
management or operating policies of the other 10 an extent that one of the transacting parties
might be prevented from fully pursuing its own separate interests. Another party also is a related
party if it can significantly influence the management or operating policies of the transacting
parties or if it has an ownership interest in one of the transacting parties and can significantly
influence the other to an extent that one or more of the transacting parties might be prevented
from fully pursuing its own separate interests.

b) Guarantees, whether written or oral, under which the System is contingenily liable,
c) The existence of and transactions with joint ventures and other related organizations.

19) The System has satisfactory title to all owned assets, and there are no liens or encumbrances on such
assets. nor has any asset been pledged as collateral.

20) The System has complied with all aspects of contractual agreements that would have a material effect
on the financial statements in the event of noncompliance.

21} The System’s reporting entity includes all entities that are component units of the System.

22) We have disclosed to you all accounting policies and practices we have adopted that. if applied 10
significant items or transactions, would not be in accordance with U.S. generally accepted accounting
principles. We have evaluated the impact of the application of each such policy and practice. both
individually and in the aggregate. on the System’s current period financial statements, and the '
expected impact of each such policy and practice on future periods’ financial reporting. We believe
the effect of these policies and practices on the financial statements is nol material. Furthermore, we
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Management representation letter — Draft (continued)

do not believe the umpact of the application of these policies and practices will be material to the
financial statements in future periods.

a) With respect to the System’s practice used to report its endowment return. net of amounts used in
operations as other changes in net position, we have adopted this practice because to do otherwise
would cause volatility in the "Increase in net position from recurring activities™ measure which
may mislead readers of the financial statements. The endowment assets are invested 1o generate
returns over a long-term horizon resulting in gains (losses) which can vary significantly on an
annua) basis due to prevailing market conditions. We acknowledge that the proper presentation is
within non-operating revenues/expenses. We only use the annual payout from these investments
to support ongotng expenses and have limited the income included in non-operating revenues to
that amount.

23) We acknowledge our responsibility for the presentation of the required supplementary infonnation
which includes. management's discussion and analysis and the schedules of changes in total OPEB
liability, changes in net pension asset and related ratios and changes in total pension liability and
related ratios, in accordance with the applicable criteria and prescribed guidelines established by the
Governmnental Acconunting Standards Board and: .

a) Believe the required supplementary information. including its form and conient. is fauly
presented in accordance with the applicable criteria and prescribed guidelines.

b) The methods of measurement or presentation of the required supplementary information have not
changed from those used in the prior period.

¢) The significant assumptions or interpretations underlying the measurement of presentation of the
required supplementary information are reasonable and appropriate.

24) In accordance with Government Auditing Standards, we have identified to you all previous audits,
attestation engagements, and other studies that relate to the objectives of this audit, mcludmg whether
related recommendations have been lmplemenled

25) We agree with the ﬁndmgs of specialists in evaluating the financial statement liabilities and cosis
associated with the retirement and other post-employment benefits and to detenmine,information
related to the System’s funding progress related to such benefits for financial reporting purposes and
have adequately considered the qualifications of the specialist in determining the amounts and
disclosures used in the basic financial statements and underlying accouating records. We did not give
or cause any instructions to be given to specialists with respect 1o the values or amounts derived in an
attempt 10 bias their work. and we are not otherwise aware of any matters that have had an impact on
the independence or objectivity of the specialists.

26) The projecied employer contributions in the Operating Staff Retirement Plan discount rate calculation
are prepared in accordance with paragraphs 27-29 of GASB Statement 68.

27) We have received opinions of counsel upon each issuance of tax-exempt bonds that the interest on
such bonds is exempt from federal income taxes under section 103 of the Internal Revenue Code of
1986. as amended. There have been no changes in the use of property financed with the proceeds of
tax-exempt bonds, or any other occurrences, subsequent to the issuance of such opinions, that would
jeopardize the tax-exempt status of the bonds. Provision has been made, where material, for the
amount of any required arbitrage rebale.
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Management representation letter — Draft (continued)

28) There have been no circumstances that have resulted in communications from the System's external
legal counse! to the System reporting evidence of a material violation of securities law or breach of
fiduciary duty. or similar violation by the System or any agent thereof.

29) Significant relationships with affiliated organizations, and the financial statements of those
organizations, where required. have been properly recorded or disclosed in the System's financial
slatements.

30) There are no representations provided in connection with your audit of the financial statements as of
June 30. 2018 and for the year then ended that require modification

Very truty yours,
Unlversity System of New Hampshire

Todd Leach. Chancellor

Cathy Provencher, Vice Chancellor

Carol Mitchell, Controlier
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Industry and audit committee trends

Inside Higher Ed, 2019 Survey of College and University Business Officers (CBOs)
2020 public higher education audit committee priorities

Top challenges and concerns for audit committee (all industries) in 2020

Top 10.considerations in 2020: university internal audit functions

Oversight considerations — cybersecurity

Consideration of culture

Data privacy trends and insights
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Inside Higher Ed
2019 Survey of College and University Business
Officers (CBOs)

Among the study’s findings:

— 62% of CBOs are confident about their institution’s financial cutlook over the next five
years, similar to most past years.

— Half of CBOs are confident their college will be financially stable over the next 10 years, which
continues to be down slightly from 54% in 2016 .

— Most business officers continue to believe that key campus constituencies are either very
(12%) or somewhat (61%) aware of their institution's current financial health, and that senior
administrators and board members are conveying sufficient and accurate information to key
campus groups about their institution’s financial status (87%).

— CBOs are more likely to agree (45%) than disagree (19%) with economists who predict an
economic downturn will occur in the U.S. over the next 18 months. Nearly six in 10 are
concerned about the effect such a downturn would have on their institution, but 55% believe
their institution will be better prepared to deal with the next economic downturn than the one
that began in 2008. '
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Inside Higher Ed
2019 Survey of College and University Business Officers (CBOs)

Among the study’s findings (continued):

— CBOs are much more likely to believe senior administrative and trustees are aware of, and
understand, the financiat challenges confronting their institution than to believe faculty
members are.

— Most business officers believe that additional colleges will élose this year, with about a third
“expecting one to five closures, a third expecting six to 10 cltosures and about a third expecting
more than 10 closures.

— Nearly all chief business officers expect there will be additional private college mergers this
year and about seven in 10 predict there will be additional public college mergers.

— 12% of CBOs say senior officials at their colleges have had serious talks about merging with
another college or university, down from 17% in 2018 but the same as in 2017. 18% of CBOs
helieve their college should merge with another institution, including 40% of thase who say
their college has had serious discussions about merging or consolidating.

— Slightly more than one-fourth of CBOs (28%) say senior officials at their college have had
serious discussions about consolidating programs or operations with another college or
university. Six in 10 CBOs believe their college should share administrative functions with
another college or combine academic programs.

— CBOs are most likely to view faculty opposition (54%), a desire to maintain the status quo
(52%) and lack of mission compatibility (48%) as significant impediments to merger or
consolidation,

— Seven in 10 business officers see promise in establishing alternative credential programs
(such as certificates) as a source of new revenue for their institution. About half say the same
about creating programs for new audiences, such as senior citizens.

— Among seven measures that can be used to assess an institution's financial health, CBOs are
most likely to say that net operating revenues ratio, increase or decrease in unrestricted net
assets, and rate of growth of net tuition per student are very important metrics used at their
college. '
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Inside Higher Ed
2019 Survey of College and University Business Officers (CBOs)

Among the study’s findings (continued):

— At best, slight majorities of CBOs strongly agree or agree their institution has the data and
other information it needs to make informed decisions about a number of performance-
related areas. However, on several items — including which academic programs to eliminate
or enhance and the performance of administrative technology — the percentage agreeing they
have the necessary information is the highest measured to date.

— Business officers are slightly more likely to agree than to disagree their coliege has the right
mindset, and the right tools and processes, to respond quickly to needed change.

— On average, state appropriations account for about 35% of public institutions’ operating
budgets, with community college CBOs reporting their college is more reliant on state funds
{39%) than public master's or baccalaureate (33%) and public doctoral CBOs (22%).

— On average, business officers estimate that 4.9% of their college’s operating budget is
supported by endowment income, including an average 1.9% for those at public institutions
and 8.8% among those at private institutions.

— B82% of CBOs, up from 68% in 2018, expect the payout rate from their college’s endowment to
~ stay the same over the next year.

— Onein six business officers whose college relies on endowment income indicate their
college took funds from their endowment over and above levels called for in their normal
spending policy in the past 12 months. Nearly half of private baccalaureate CBOs report their
college did this.

— Consistent with previcus years, three-quarters of CBOs describe their institution's current
debt level as “appropriate.” 14% say their college has too much debt.

— On average, CBOs estimate that 4.9% of their college’s operating budget is dedicated to debt
service, with estimates of 4. 4% amaong those at public institutions and 5.7% among those at
private institutions.

— Moere than nine in 10 CBOs say they run periodic financial reports with projections to year-
end, most commoenly on a monthly basis. They commonly share these reports with the
president's cabinet and the governing board or finance committee.
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2020 public higher education audit committee

priorities

In addition to the audit committee’s core responsibilities with respect to financial reporting and
internal controls—including review of external and internal auditor reports and recommendations—
several.risk areas will receive attention from public hlgher education audit committees in 2020.
Among the key focus areas and challenges we are seeing are;

Role in aligning institutional culture with risk management imperatives

In light of recent scandals, maintaining integrity of admissions and other core processes,
including data published for external users and stakeholders

Reviewfng and refreshing, as appropriate, the institution's ERM protdcols
Coordination of auditable “risk universe” between internal and external audit
Campus safety and related cc;mpliance, in?:.luding Title 1X

Technology: cyber, including regulatory changes from GDPR, and new systems
Managing conflicts of interest, related party transactions, and Form 990 disclosures
Assessing executive succession planning, bench strength .

Evaluating committee charter, responsibilities, effectiveness assessments, orientation
protocol
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Top challenges and concerns for audit committees

(all industries) in 2020

Technological innovation, digital disruption, and the complexity of business are
sharpening the focus on risk management and the internal control environment,

according to KPMG’'s survey of more than 200 U.S. audit committee members, where the
following five key takeaways emerged:

i Helping ensure that the finance organization has the talent
243 and skills to maintain quality financial reperting is one of the
audit committee’s greatest challenges.

J=1 Cybersecurity continues to be a top concern.

: y Few are confident that their company's current enterprise risk
X management processes capture "disruptive risks.” .

m Internal audit can maximize its value by maintaining flexibility
to adjust the audit plan in response to changing business and
risk conditions.

A third of those surveyed said companies should phase out
earnings guidance.

2

This is KPMG's
recent “Top §”
priorities for
public company
audit
committees ...

‘| note that

4 outof §
{bolded) overlap
the priorities of
higher
education audit
committees

Ml £ 7579 kPG LLF & Delzware Lovied ! zbilty paninerstup aad e J 5 memoer 1w o7 tha KFMG netwoik of mdepengent mempel brms 41

athuzied wih KPAG Iniemaional Cooperdive ( KPMG liernatonal » a Swss entty All nghts reserved vDPPS 804283




Top 10 considerations in 2020:
university internal audit functions

The opportunity for Internal Audit {IA) to maximize its influence on the institution and help respond
to risk is ever-increasing. University 1A departments should be challenging the status quo to reduce
risk, improve controls, and identify efficiencies and cost benefits across the arganization. For 2020,
KPMG believes the top 10 areas to focus on for maximum |A potential are:

Data/process integrity — rankings, admissions, fundraising
Data automation and insights

Technology transformation

Cybersecurity - GDPR, GLBA, NIST, distributed enterprise
Research compliance — misconduct, tech transfer
Healthcare — policies, compliance

Culture risk

Horizontal vs. vertical approach to risk/audits

© O N O W N =

Reporting to governance

10. KPIs to measure effectiveness
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Oversight considerations — cybersecurity

Educause, May 2019: “Making the cybersecurity strategy part of the IT strategy is a mistake...”

Don Welch, Chief information Security Officer, Penn State

Cybersecurity: 7

. Should always be a function of the institution’s strategy, not just an IT function

+ Is reactive and not proactive — i.e., identify, protect, respond, recover

. Is asymmetrical — adversaries have options we do not ... What is valuable to them?
«  "Threats" vs. "risks" — thinking, evolving, reactive adversaries

Constraints;

. Funding

. Laws and regulations
. Talent/resources

. Culturefaccountability
. Governance

Committee oversight — strategy, stakeholders
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Consideration of culture

*  Higher education, healthcare, research, auxiliary enterprises — complexity
*  Policies:
~ Too many
~  Many outdated
— Many in conflict
— Inconsistent application — faculty and administration
- Lack of employee awareness/confusion
— Public institutions: state laws and regulations
»  Lack of cohesive and consistent training programs
+  Decentralization of operations
. Lack of KPlIs
. Focus should not be solely on threats (e.g., collaboration)
* Internal audit can be instrumental in assessment
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What's next: Data privaby trends and insights

— Over the past few years, there's been a sea change around data privacy. Globally,
GDPR which is currently in effect, and current and emerging regulations create a global
complex landscape for global companies to navigate

— Building a privacy program from the ground up, and fine tuning a program within the
diverse and complicated environments can be a daunting proposition

— KPMG’s new video related to data privacy explores a variety of important aspects
regarding not only the trends we are seeing in the marketplace, but also how
organizations need to think holistically in order build and sustain their data privacy
program. -

— To learn more, click on the video below:
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The information contained herein 1s of a general nature and 15 not intended to address the
circumstances of any particular individual or entity. Although we endeavor te provide accurate and
timety information. there can be no guaraniee that such information is accurate as of the date it is
raceived or that it wili continue 10 be accurale in the future No one should act upon such infermation
without appropnate professionat advice after a thorough examination of the paricular situation
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