
PHILLIPS EXETER ACADEMY
Financial Report 2012–13

Letter from the Principal and Chief Financial Officer

To the Academy Community,

The Academy’s fiscal year ending June 30, 2013, was one of continued financial strength and stability.  

Our management of Academy resources is guided by a commitment to steward our financial and 
physical resources for the long term, while continuing to support innovative, exciting new programs
today.  This financial position provided a strong foundation for several new programs in 2012-13, 
including Exeter students and faculty working with a Stanford University research lab, students spending
a term studying in Beijing, and a group of faculty and students experiencing India over March break. 

At the same time, the Academy remains committed to providing sufficient funding from the Operating
Budget to support the ongoing maintenance and renewal of the Academy’s campus.  Among other 
campus renewal projects in 2012-13, we completed a major renovation of Phillips Hall, fully modernizing
one of Exeter’s core academic buildings.  

The 2012-13 fiscal year was a strong one for our investment returns. The Academy’s endowment 
returned 14.3% for the period, rising to $1.089 billion on June 30, 2013. The endowment is an unparal-
leled resource amongst secondary schools, and provides the foundation for the Academy’s substantial 
financial aid program. Over the past 10 years the financial aid program has grown from $7.1 million 
to $18.9 million, enabling students on financial aid to increase from 36% to 47%. 

Exeter’s financial strength and the ongoing generosity of its donors provide the critical resources 
necessary for the Academy to offer an unparalleled educational experience—as well as remarkable access
to that experience.  Without that support, it simply wouldn’t be possible to offer the depth and breadth
of courses, excellent teachers, athletics and residential opportunities, and financial aid for which Exeter 
is known.

The following report provides additional detail on the 2012-13 financial results, as well as an overview 
of admissions, financial aid, philanthropy and the endowment.

Sincerely,

Thomas E. Hassan Justin J. S. Merrill
Principal Acting Chief Financial Officer



Operating Results
The Academy finished 2012-13 with operating revenue
of $88.7 million and expenses of $88.4 million, resulting
in a $246,000 operating surplus, which the Trustees voted
to transfer to the Endowment.  

In fiscal year 2013, endowment revenue supported 52% 
of the Academy’s operating expenses with an additional
9% of expenses funded by contributions to The Exeter 

Fund and other gifts for current operations. Between 
the endowment and current use gifts, past and present,
donors collectively support 61% of the resources necessary
to provide students with the unsurpassed opportunities 
Exeter affords.

2012-13: A Closer Look
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The Academy recruits world-class instructors and scholars
offering competitive compensation, benefits and expansive
professional development opportunities to facilitate 
providing a broad curriculum and enriching academic,
athletic and global-learning experience for students. Costs
of compensating and providing benefits to our employees
comprise nearly 56% of operating expenses. Other 
expenses necessary for providing the Exeter experience

include taxes, utilities, insurance, interest, academic and
student support, Dining Services, Information Technology
Services and Facilities Management. Furthermore, the
Academy continues to invest in the capital renewal of 
our physical plant and technology infrastructure account-
ing for nearly 21% of 2012-13 operating expenses.This
commitment provides the funding necessary to maintain
these critical resources for future Exonians.

2012–13 Revenue Sources
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Capital Expenditures
Capital-and technology-related projects totaled $21 
million with $18.3 million and $2.7 million spent on
physical plant and technology, respectively. Sources of
funds for these projects include the operating budget 
and donations. This year the Facilities Management team
executed more than 75 projects including the completion
of the Phillips Hall renovation, continued work on the
multi-phase steam distribution project, and renovation and
renewal of several faculty residences. Technology-related
projects include expansion of the wireless network and 
replacement of communication portals connecting faculty
with students. 

Admissions & Financial Aid
Applications to the Academy for the fall of 2012 were
3,068. Admissions at Exeter continues to be very selective
with an admit rate of only 15.9%.   

Financial aid awarded to students and tuition remission for
children of faculty and staff exceeded $18 million this year,
allowing 47% of the student body to attend the Academy
on financial aid. 

Philanthropy
Donors to Exeter gave or committed $21 million to the
Academy during 2012-13, including $6.9 million to The
Exeter Fund. Endowment gifts totaled $5.7 million. The
balance was made up of current restricted giving, gifts for
facilities and planned gifts.

2012–13 Expenses
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Endowment
The endowment is a critical 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, 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 for which
the donor(s) restricted their gifts.  Therefore, while the en-
dowment provides more than 50% of the annual revenue
for the school, only about 20% of that revenue is unre-
stricted and available for new programs. 

The endowment’s investments are overseen by Exeter’s 
Investment Committee, made up of current and former
trustees, as well as non-trustee alumni, 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 accomplishes
this by having a mix of asset classes and investment strategies
that are relatively uncorrelated. Investment performance 
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
6/30/13 is below:

Endowment Asset Allocation 
as of 6/30/13
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Investment Return Benchmark* 

10 Year 8.2% 4.5%

5 Year 3.9% 2.7%

3 Year 10.6% 13.7%

1 Year 14.3% 18.6%

As of June 30, 2013, the market value of the endowment
was $1,089 million. The investment return for fiscal year
2012-13 was 14.3%. 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.  

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

Exeter’s endowment spending policy and investment 
strategy share a goal of minimizing the volatility of 
endowment 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 
market rise or fall on what is spent from the endowment
to support operations, because 70% of what is spent is 
determined by the amount spent in the prior year, not the
current market value of the endowment. Therefore the 
full effect of a downturn or rise in the market should not
immediately impact Exeter’s operating budget. Rather 
the impact will gradually phase in over multiple years.  

Performance Summary as of June 30, 2013
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Phillips Exeter Academy Statistical Overview

2008-09 2009-10 2010-11 2011-12 2012-13
Tuition

Boarding $37,960 $38,720 $39,890 $41,800 $44,470
Day $29,330 $29,920 $30,820 $32,470 $34,540

Enrollment
Boarders 842 864 860 857 858
Day 201 197 202 203 213
Total Enrollment 1,043 1,061 1,062 1,060 1,071

Admissions
Applications 2,857 3,205 3,089 2,964 3,068
Percentage Accepted 17% 17% 16% 16% 16%
Percentage Enrolled 69% 65% 69% 69% 69%
(of those accepted)

Financial Aid
Students on Aid 552 538 524 500 503
Percentage on Aid 53% 51% 49% 47% 47%
Total Financial Aid (000’s) $17,251 $17,203 $17,380 $17,494 $18,893

Philanthropy* (000's)
Annual–Unrestricted $6,740 $7,825 $7,595 $7,142 $6,858
Annual–Restricted $1,991 $3,894 $1,349 $1,195 $2,040
Endowment $11,692 $6,711 $17,501 $10,851 $5,741 
Facilities $641 $165 $121 $1,826 $1,204
Deferred Gifts $1,658 $1,944 $2,199 $3,941 $5,835

Endowment 
Endowment Value (000’s) $844,889 $870,004 $984,202 $994,386 $1,089,010

* Gift totals may differ from those shown in audited financial statements, primarily because of treatment of pledges.
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Phillips Exeter Academy Statement of Activities
For Year Ended June 30, 2013

(with summarized financial information for the year ended June 30, 2012)
(in thousands)
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