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Independent Auditors fReport

The Board of Trustees
Fairfield University:

We have audited the accompanying financial statements of Fairfield University (the University), which
comprise the statements of financial position as of June 30, 2016 and 2015, and the related statements of
activities and cash flows for the years then ended, and the related notes to the financial statements.

Management§ Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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.

Auditor § 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. 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 our 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, we consider internal control relevant to the University’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 University’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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Fairfield University as of June 30, 2016 and 2015, and the changes in its net assets and its cash
flows for the years then ended, in accordance with U.S. generally accepted accounting principles.

September 29, 2016












FAIRFIELD UNIVERSITY

Statements of Cash Flows

Years ended June 30, 2016 and 2015

Cash flows from operating activities:
Increase in net assets $
Adjustments to reconcile increase in net assets to net cash provided
by operating activities:
Depreciation and amortization
Net loss on disposal of buildings and equipment
Loss on extinguishment of debt
Contributions restricted for long-term investment
Realized and unrealized losses (gains) on investments, net
Changes in operating assets and liabilities:
Contributions receivable
Student accounts receivable
Other assets
Accounts payable and other accrued liabilities
Deferred revenue
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Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sale of investments
Purchase of investments
Purchase of buildings and equipment
Accruals for the acquisition of buildings and equipment
Issuance of student loans
Repayment of student loans

(47,579,947)

(31,589,359)
1,760,748
(583,216)
460,841

2016 2015
14,911,630 22,939,121
16,860,494 16,129,120

907,602 1,647,079

1,957,786 2
(13,715,846) (12,940,425)
4,669,997 (6,314,086)
(4,296,574) (2,391,729)
(13,809) (1,733)
563,751 (2,466,240)
3,306,664 (378,700)

424,806 4,681,742
25,611,712 21,104,254
48,220,941 22,533,018

(30,496,064)
(23,468,664)
(399,456)
(731,304)
513,170

Net cash used in investing activities

(29,309,992)

(32,049,300)

Cash flows from financing activities:
Proceeds from contributions restricted for:
Permanently restricted endowment
Temporarily restricted funds for capital
Net proceeds from long-term borrowing
Principal payments from refinancing and retirement of debt
Payment of long-term debt principal
Bond issuance costs incurred
Increase in deposits with bond trustees

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents:
Beginning of year

End of year $

Supplemental disclosure of cash flow information:
Interest paid on debt, including capitalized interest of $815,500 in 2015

See accompanying notes to financial statements.

3,629,988 4,447 861
10,085,858 8,492,564
71,858,707 2

(17,955,000) 2
(6,149,187) (11,947,539)
(570,444) 2
(48,424,836) (3,658)
12,475,086 989,228

8,776,806 (9,955,818)
41,309,340 51,265,158
50,086,146 41,309,340
10,361,258 10,080,904









9

FAIRFIELD UNIVERSITY
Notes to Financial Statements
June 30, 2016 and 2015

Fair Value Accounting

The University records its applicable assets and liabilities at fair value. Fair value is defined as the
price that would be received to sell an asset or paid to transfer a liability (i.e., exit price) in an orderly
transaction between market participants at the measurement date.

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three Levels of the fair value hierarchy under GAAP
are as follows:

Level 1 Inputs that reflect unadjusted quoted prices in active market for identical assets or
liabilities that the University has the ability to access at the measurement date.

Level 2 Inputs other than quoted prices that are observable for the asset or liability either directly
or indirectly, including inputs in markets that are not considered to be active.

Level 3 Inputs that are unobservable.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
market participants use to make valuation decisions, including assumptions about risk. Inputs may
include price information, volatility statistics, specific and broad credit data, liquidity statistics, and
other factors. A financial instrument’s level within the fair value hierarchy is based on the lowest level
of any input that is significant to the fair value measurement; however, the determination of what
constitutes “observable” requires significant judgment. The University considers observable data to be
that market data, which is readily available, regularly distributed or updated, reliable and verifiable,
not proprietary, and provided by independent sources that are actively involved in the relevant market.
The categorization of a financial instrument within the hierarchy is based upon the pricing transparency
of the instrument and does not necessarily correspond to the University’s perceived risk of that
instrument.

The availability of observable inputs can vary from product to product and is affected by a wide variety
of factors, including for example, the type of product, whether the product is new and not yet
established in the marketplace, the liquidity of markets and other characteristics particular to the
transaction. To the extent that valuation is based on models or inputs that are less observable or
unobservable in the market, the determination of fair value requires more judgment.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, for disclosure purposes, the level in the fair value hierarchy within which the
fair value measurement falls in its entirety is determined based on the lowest level input that is
significant to the fair value measurement in its entirety.

In determining an instrument’s placement within the hierarchy, the University separates the marketable
investment portfolio and other fair valued assets and liabilities into the following categories: cash
equivalents, certificate of deposits, deposits with bond trustees, corporate stocks, and fixed income
securities.

8 (Continued)












FAIRFIELD UNIVERSITY
Notes to Financial Statements
June 30, 2016 and 2015

(o) Use of Estimates

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 and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. The most significant estimates include valuation
of investments, allowance for doubtful accounts on student accounts and loan receivables, and asset
retirement obligations. Actual results could differ from those estimates.

(p) Subsequent Events

The University has performed an evaluation of subsequent events through September 29, 2016, which
is the date the financial statements were issued and has determined that there are no subsequent events
to disclose.

(2) Contributions Receivable

Contributions receivable at June 30, 2016 and 2015 are expected to be collected as follows:

Amounts receivable from three and two donors represented 52% and 43% of gross contributions receivable
in the years ended June 30, 2016 and 2015, respectively. During 2016, 21% of gross contributions revenue
was recognized from two donors.
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FAIRFIELD UNIVERSITY
Notes to Financial Statements
June 30, 2016 and 2015

The aggregate amount of principal due with respect to long-term debt (not including unamortized discounts,
premiums, and bond issuance costs) within each of the five fiscal years subsequent to June 30, 2016 and in
total thereafter is as follows:

2017 $ 6,440,836
2018 6,750,836
2019 7,015,092
2020 7,330,000
2021 7,690,000
Thereafter 203,216,064

238,442,828
Plus unamortized premium/discount 10,811,919
Less bond issuance costs (2,035,985)

$ 247,218,762

Retirement Benefits

The University has a 403(b) defined contribution retirement plan which covers substantially all of its
employees, other than those of the Jesuit Community, and which is funded through direct payments to the
Teachers’ Insurance and Annuity Association and College Retirement Equities Fund and/or Fidelity
Investment Tax Exempt Services Company for the purchase of individual annuities. For each eligible
employee, the University generally contributes an amount equal to between 8% and 10% of the employee’s
salary or base compensation and the employee contributes 2-%2%. With respect to faculty and administrative
members of the Jesuit Community, an equivalent between 8% and 10% of their salaries are paid directly to
the Jesuit Community. Retirement contributions paid by the University and charged to unrestricted
operations for the years ended June 30, 2016 and 2015 were $5,383,115 and $5,111,006, respectively.

Endowment Funds

In August 2008, the FASB issued “Endowments of Not-For-Profit Organizations: Net Asset Classification
of Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act and
Enhanced Disclosure for all Endowment Funds.” This pronouncement provides guidance on the net asset
classification of donor-restricted endowment funds for a not-for-profit organization that is subject to an
enacted version of the Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA).
Connecticut adopted the Uniform Management of Institutional Funds Act effective October 1, 2007
(CUPMIFA). This pronouncement requires disclosures about an organization’s endowment funds (both
donor-restricted and board-designated endowment funds), whether or not the organization is subject to
UPMIFA.
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FAIRFIELD UNIVERSITY
Notes to Financial Statements
June 30, 2016 and 2015

The University’s endowment is an aggregation of gifts provided by donors with the requirement they be held
in perpetuity to generate earnings now and in future years to support the University’s programs of instruction,
research and public service and funds designated by the Board of Trustees to function as endowment.
Earnings from endowment investments support scholarships, chairs, professorships, fellowships, basic
research, as well as academic and public service programs. The endowment should provide stability since
the principal is invested and earnings are generated year after year. Net assets associated with endowment
funds, including funds designated by the Board of Trustees to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions.

To accomplish these goals, the University relies on a total return strategy in which investment returns are
achieved through both capital appreciation (realized and unrealized) and current yield (interest and
dividends). The primary investment objective of the endowment is to attain an average annual total return in
excess of the spending rate (currently at 4.25% of the average fair market value of total endowment assets
for the preceding twelve quarters); over the long term, defined as rolling five-year periods that should be
achieved within acceptable risk levels, while avoiding large short-term declines in market value. Actual
returns in any given year may vary from this amount. The University targets a diversified asset allocation
that places a greater emphasis on equity-based and alternative investments to achieve its long-term objective
within prudent risk constraints.

The Board of Trustees, after consideration of the factors provided in CUPMIFA, approved a policy that,
absent specific donor imposed directions; University management may decide to spend a portion of or the
entire spending amount on funds which are underwater. For the years ended June 30, 2016 and 2015, funds
were distributed in total according to the spending formula. Although CUPMIFA permits prudent spending
from the individual underwater endowments, the Board of Trustees chose not to spend from those funds but
to fund this spending from the University unrestricted quasi-endowment.

Assets of the endowment and quasi-endowment are pooled on a market value basis, with each individual
asset subscribing to or disposing of units on the basis of the market value per unit at the end of the quarter
within which the transaction takes place.

At June 30, 2016, the endowment net asset composition by type of fund consisted of the following:

19 (Continued)



FAIRFIELD UNIVERSITY
Notes to Financial Statements
June 30, 2016 and 2015

Changes in endowment net assets for the fiscal year ended June 30, 2016 consisted of the following:

Temporarily Permanently
Unrestricted restricted restricted Total
Endowment net assets at June 30, 2015 $ 139,274,831 48,695,696 136,528,369 324,498,896
Investment return:
Investment income 1,498,361 1,986,200 73,604 3,558,165
Realized and unrealized losses, net (1,899,881) (2,659,440) (110,874) (4,670,195)
Total investment return (401,520) (673,240) (37,270) (1,112,030)
Contributions — — 3,531,406 3,531,406
Appropriation of endowment assets
for expenditure (5,324,468) (7,058,016) — (12,382,484)
Other changes:
Change in value split interest
agreement — — (97,448) (97,448)
Transfers to add board-designated
endowment funds 2,475,504 — — 2,475,504
Endowment net assets at June 30, 2016 $ 136,024,347 40,964,440 139,925,057 316,913,844

At June 30, 2015, the endowment net asset composition by type of fund consisted of the following:
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