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Letter from the Principal and Chief Financial Officer

To the Academy Community,

The fiscal year ending June 30, 2012 was a stable one during which the Academy built upon the work of 
earlier years to ensure present and future financial security.  This report provides you with a description of the
2011-12 operating budget, as well as information on our capital expenditures, admissions and financial aid 
results, philanthropy, and the status of our endowment.

The Academy’s endowment did well in a year that was challenging for many college and school investment
portfolios.  The fall of 2012 also marked the end of a successful three-year effort to manage our expenses in 
response to the 2008-09 economic downturn.  Additionally, Exeter is now able to set aside the proper funding
from the operating budget to maintain, renovate and preserve our aging campus buildings and other key 
facilities. We reached this important milestone due to the efforts of many members of the Academy community
including alumni, parents, trustees, faculty and staff.

As we know from the economic and political news of the last several months, we continue to live in uncertain
times.  We believe strongly that Exeter continues to operate from a position of strength that allows us to fulfill
our goal of working to develop students who will attain their highest potential as individuals and as members 
of society.

Sincerely,

Thomas E. Hassan Christopher V.  Wejchert
Principal Chief Financial Officer



Details of 2011-12

In order to continue to provide a superior education, the
Academy strives to keep the average class size at 12, and
to hire and retain the best faculty, staff and administration
by paying competitive salaries and benefits. As a result, the
majority of the Academy’s expenses are for salaries and
benefits.  Other expenses include taxes, utilities, insurance,
interest, and the non-personnel expenses of Exeter's de-
partments (e.g. academic and student support depart-
ments, dining services, information technology services,
facilities management, summer programs, etc.).  

In light of an assessment showing underfunding of facili-
ties maintenance, the Trustees put a three year plan in
place to increase funding for these needs. In 2011-12
plant and technology replacement charged to the operat-
ing budget accounted for 21% of expenses, an increase
from 13% in 2009-10.  This charge provides a source of
funds for capital projects to maintain Exeter's physical
plant and information technology infrastructure. 

2011–12 Revenue Sources

Operating Results
Exeter finished 2011-12 with operating revenue of $85
million and expenses of $84.9 million, resulting in an $88
thousand operating surplus.  The Trustees transferred the
surplus to the endowment.  

Exeter’s operating budget is heavily dependent on support
from past and present donors.  The income from the en-
dowment accounted for 51 percent of the revenue needed
to fund Exeter's operations.  Annual giving and other gifts
for current operations provided an additional 9 percent.  

Financial aid (including aid for faculty and staff children)
has increased from $9.4 million in 2005-06 to $17.5 
million in 2011-12.  Growth in financial aid combined
with moderate increases in tuition has resulted in rela-
tively flat net tuition (total tuition less financial aid) over
this period. This trend further increases the importance 
of support from the endowment and annual giving for
ongoing and new programs.



2011–12 Expenses

Capital Expenditures
Expenditures on capital projects in 2011-12 were $19.1
million, of which $17.7 million was for facilities and
equipment and $1.4 million was for information technol-
ogy projects and equipment.  The sources of funds for
these projects include the operating budget, donations, and
the endowment.  During 2011-12 a full renovation of
Phillips Hall was completed and large sections of the cam-
pus steam distribution system were replaced.  Priority in-
formation technology projects continue to be the
expansion of classroom technology, wireless networking,
and online systems for parents and alumni.

Admissions & Financial Aid
Applications to the Academy for the fall of 2011 were 2964.
Admissions at Exeter continue to be selective with an admit
rate of 16%.   

Financial aid exceeded $17 million for 2011-12 for the
fourth year in a row.  This allowed 47% of the student body
(including children of faculty and staff) to attend Exeter on
financial aid. 

Philanthropy
Donors to Exeter gave or committed $25 million to the
Academy during 2011-12, including $7.1 million to the
Annual Fund. Endowment gifts totaled $10.9 million. The
balance was made up of current restricted giving, gifts for
facilities, and planned gifts.

Endowment
The endowment is an important resource for Exeter, 
providing more than half of the revenue needed to run 
the school.  The endowment is made up of approximately
1,400 funds established by alumni/ae, parents and friends
who want to provide permanent support to the Academy.
Roughly 80% of these funds have been restricted by their
donors to a specific purpose, meaning that the income from
those funds can only be used to support the programs to
which the donor(s) restricted their gifts.  Therefore, while
the endowment provides over 50% of the annual revenue
for the school, only about 20% of that revenue is unre-
stricted and available for new programs or other expenses. 



The endowment's investments are overseen by Exeter's 
Investment Committee, made up of current and former
Trustees, as well as non-Trustee alumni/ae, all of whom
have significant investment expertise.  The investments of
the endowment are managed to provide for the long-term
needs of the Academy.  Attention is paid to minimizing
the volatility of returns, in order to reduce the stress on

the operating budget. Exeter’s investment strategy accom-
plishes this by having a mix of asset classes and investment
strategies that are relatively uncorrelated.  Investment per-
formance is not expected to fully correlate with the stock
market, lagging in rising markets and outperforming in
softer markets.  The actual endowment asset allocation as
of 6/30/12 is below:

Average Annual Compound Investment Returns, Ending June 30, 2012

Investment Return Benchmark* Value Added
10 Year 7.8% 3.1% 4.7%
5 Year 1.6% -2.9% 4.5%
3 Year 7.9% 11.0% -3.1%
1 Year 2.4% -5.0% 7.4%

* Consists of 75% S&P 500 Index 25% LB Gov't/Credit Index from 1/1/91 to 12/31/06, 90% S&P 500/10% LB Gov't/Credit
Index from 1/1/07 to 3/31/08, and 100% MSCI World Index from 4/1/08 to present.

Endowment Asset Allocation as of 6/30/12

As of June 30, 2012, the market value of the endowment was
$994 million.  The investment return for fiscal year 2011-12
was 2.4%.  The committee is pleased with the diversification
of assets, which combined with the selection of quality 
managers, has provided strong results over the last decade.

Exeter’s endowment spending policy and investment 
strategy share a goal of minimizing the volatility of endow-
ment revenue available to fund operating expenses.  
Exeter's endowment spending policy, in place since the
1990s, is designed to achieve two critical goals:  

1) maintain purchasing power and 
2) provide consistent support to the operating budget.

The amount spent in any one year is based 70% on the
prior year’s spending (increased by inflation) and 30% on
the market value of the endowment (as determined by a
four-quarter trailing average) multiplied by 5%.  

This formula slows down, or buffers, the effect of any mar-
ket rise or fall on what is spent from the endowment to
support operations, because 70% of what is spent is deter-
mined by the amount spent in the prior year, not the cur-
rent market value of the endowment.  Therefore the full
effect of a downturn or rise in the market should not im-
mediately impact Exeter’s operating budget.  Rather the
impact will gradually phase in over multiple years.  
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