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2WKHU 5HSRUWL QYIRHHTUQRHGWES XGLWLQJ 6WDQGDUGYV

In accordance with Government Auditing Standardse have also issued our report dated December 16,
2015, on our consideration of the College’s internal control 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 to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with



POMONA COLLEGE

Statements of Financial Position

June 30, 2015 and 2014
(In thousands of dollars)

Assets

Cash and cash equivalents
Accounts and other receivables, net of allowance
Prepaid expenses and deposits
Short-term investments
Contributions receivable, net
Notes receivable, net of allowance
Long-term investments:
Pooled
Separately invested
Property, plant, and equipment, net of accumulated depreciation

Total assets

Liabilities and Net Assets

Liabilities:

Accounts payable

Accrued payroll and other liabilities

Life income and annuities obligation

Long-term debt

Government advances for student loans

Funds held in trust for others

Total liabilities

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets
Total liabilities and net assets

See accompanying notes to financial statements.

2015 2014
$ 5,570 6,704
36,253 18,870
2,693 2,122
46,559 41,050
23,341 53,510
12,778 13,289
2,163,627 2,176,580
131,763 132,829
396,358 373,176
$ 2,818,942 2,818,130
$ 10,767 15,794
15,515 14,210
78,255 75,940
195,885 192,246
4,751 4,835
12,602 12,247
317,775 315,272
1,246,223 1,209,517
902,272 944,197
352,672 349,144
2,501,167 2,502,858
$ 2818942 2,818,130







POMONA COLLEGE

Statement of Activities
Year ended June 30, 2014
(In thousands of dollars)

See accompanying notes to financial statements.

Temporarily Permanently
Unrestricted restricted restricted Total
Revenues, gains, and other support:
Student revenues 91,355 — — 91,355
Less student financial @i (33,972) — — (33,972)
Net student revenues 57,383 — — 57,383
Federal grants and contracts 2,317 — — 2,317
Private gifts and grants 7,560 16,179 8,815 32,554
Private contracts 982 — — 982
Endowment income appropriated for operation 72,095 — — 72,095
Sales and services of education department 541 — — 541
Other revenues 935 — 34 969
84,430 16,179 8,849 109,458
Net assets released from restriction 53,511 (52,961) (550) —
Transfers among net asset categorie 255 (255) — —
Total revenues, gains, and other
suppot 195,579 (37,037) 8,299 166,841
Expenses:
Instruction 58,479 — — 58,479
Researb 3,079 — — 3,079
Public service 1,209 — — 1,209
Academic suppadr 13,891 — — 13,891
Student services 18,852 — — 18,852
Institutional suppdr 28,439 — — 28,439
Auxiliary enterprises 27,429 — — 27,429
Total expenses 151,378 — — 151,378
Increase (decrease) in net assets
from operating activitie 44,201 (37,037) 8,299 15,463
Nonoperating activities:
Net realized and unrealized gain on investment 145,589 180,733 874 327,196
Investment incom 5,540 315 864 6,719
Endowment income appropriated for operagion (72,095) — — (72,095)
Changes in actuarially determined gift liabilitie 11,104 5,603 7,177 23,884
Comprehensive gain on staff retirementipla 508 — — 508
Annuity and life income funds release 1,103 (1,102) (1) —
Increase in net assets from
nonoperating activities 91,749 185,549 8,914 286,212
Change in net assets 135,950 148,512 17,213 301,675
Net assets, beginning of year 1,073,567 795,685 331,931 2,201,183
Net assets, end of year 1,209,517 944,197 349,144 2,502,858




POMONA COLLEGE
Statements of Cash Flows
Years ended June 30, 2015 and 2014
(In thousands of dollars)

Cash flows from operating and nonoperating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash used in
operating activities:

Depreciation
Accretion of interest on CEFA bonds
Amortization of bond premim
Contributions restricted for long-term investment

2015

(1,691)

14,823
2,746
(1,127)

(12,658)

2014

301,675

13,865

2,620

(1,164)
(15,529)
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Notes to Financial Statements
June 30, 2015 and 2014

(iii) Life Income and Annuities Obligation

The carrying amount of annuity and trust obligations approximates fair value as the instruments
are recorded at the estimated net present value of future cash flows. The estimated fair value,
however, involves unobservable inputs considered to be Level 3 in the fair value hierarchy.

BURSHUW\ 30DQW DQG (TXLSPHQW

Property, plant, and equipment are stated at cost, representing the purchase price or fair market value
at the date of gift, less accumulated depreciation. Depreciation expense is computed using the
straight-line method over the estimated useful lives of the assets (generally, 7 years for equipment and
land improvements and 40 years for buildings). Construction in progress will be depreciated over the
useful lives of the respective assets when they are ready for their intended use. The costs and
accumulated depreciation of assets sold or retired are removed from the accounts and the related gains
and losses are included in the statements of activities.

$UW &ROOHFWLRQ

The College does not record or capitalize its art collections. The fine art collections of the College are
housed in the Pomona College Museum of Art. Among important holdings are the Kress Collection of
15th and 16th century Italian panel paintings; over 5,000 examples of Pre-Columbian to 20th century
American Indian art and artifacts; and a large collection of American and European prints, drawings,
and photographs. All works in the collection are catalogued, preserved, cared for, and monitored
according to professional museum standards, and are subject to a policy that requires proceeds from
deaccession to be used exclusively for acquisition of art works.

/LIH ,QFRPH DQG $QQXLWLHV 2EOLJDWLRQ

The actuarial liability for life income and annuity contracts and agreements are based on the present
value of future payments, discounted at a rate that is commensurate with the risks involved ranging
from 2.00% to 7.25% and over estimated lives according to the Annuity 2012 Mortality Tables.

S5HYHQXH DQG ([SHQVH 5HFRJQLWLRQ

Student tuition and fees are recorded as revenues in the year during which the related academic services
are rendered. Student tuition and fees received in advance of services to be rendered are recorded as
deferred revenues and are included in accrued payroll and other liabilities on the statements of financial
position. Revenues from federal grants and contracts are recorded as allowable expenditures under
such agreements are incurred. Contributions, including unconditional promises to give, are recognized
as revenue in the period received and are reported as increases in the appropriate class of net assets.
Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met. Contributions of assets other than cash are
recorded at their estimated fair value. Contributions to be received after one year are discounted at an
appropriate discount rate. An allowance for uncollectible contributions is estimated based upon such
factors as prior collection history, type of contribution, and nature of fund-raising activity. Expenses
are reported as decreases in unrestricted net assets. Gains and losses on investments, investment
income, and other revenues are reported as increases or decreases in unrestricted net assets, unless
their use is restricted by explicit donor stipulation.
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Notes to Financial Statements
June 30, 2015 and 2014

At June 30, 2015 and 2014, unconditional promises to give, in thousands of dollars, are expected to be
received in the following periods:

In one year or less $ 9,421 10,805
Between one year and five years 10,599 18,556
More than five years 77 800
20,097 30,161

Less discount (848) (1,352)
Pledged contributions 19,249 28,809

Split-interest agreements 4,092 24,701

Unconditional promises to give and split-interest agreements at June 30, 2015 and 2014, in thousands of
dollars, have the following restrictions:

Endowment for programs, activities, and scholarships $ 7,766 12,050
Building construction 5,205 23,834
Education and general 11,218 18,978
24,189 54,862

Less discount (848) (1,352)
Contributions receivable, net $ 23,341 53,510
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June 30, 2015 and 2014

,QYHVWPHQWYV
D )DLU 9DOXH OHDVXUHPHQW

The fair value of investments at June 30, 2015 and 2014, in thousands of dollars, is as follows:

Pooled investments:

14 (Continued)
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June 30, 2015 and 2014

The College’s investment income net of related expenses for the years ended June 30, 2015 and 2014
was as follows, in thousands of dollars:

E $EVROXWH 5HWXUQ 6WUDWHJILHV

Investments utilizing an absolute return strategy are less liquid than the College’s other investments.
These investments typically include certain types of financial instruments, including, among others,
futures and forward contracts, options, and securities sold not yet purchased, intended to hedge against
changes in the market value of investments. These financial instruments may result in loss due to
changes in the market (market risk). The following tables summarize these investments by investment
strategy type at June 30, 2015 and 2014, in thousands of dollars.

1XPEHU
$EVROXWH UHWXUQ VRYUR®/GEHI\ &RVW )DLU YL
Diversified arbitrage 5 § 76,122 153,625
Long-short equity 9 147,152 221,440
Event arbitrage 3 51,421 85,751
Distressed securities 1 15,000 27,227
18 $ 289,695 488,043
1XPEHU
$EVROXWH UHWXUQ VRVUBR®Q/EHI\ &RV W )DLU YL
Diversified arbitrage 5 % 87,225 183,013
Long-short equity 8 138,705 217,701
Event arbitrage 2 26,921 67,901
Distressed securities 1 15,000 29,336
16 $ 267,851 497,951
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POMONA COLLEGE
Notes to Financial Statements
June 30, 2015 and 2014

Pending Purchases and Sales

At June 30, 2015 and 2014, the College had pending security purchases and sales of approximately
$1,078,000 and $1,572,000 and $261,000 and $1,065,000, respectively, included in the “other”
category of separately invested assets on page 14.

Pooled Fund

Where permitted by gift agreements and/opligable government regulations, investments are
pooled. Pooled investments and allocations of gmbatvestment income eaccounted for on a unit

fair value method. The following table summarizes data pertaining to this method for the years ended
June 30, 2015 and 2014, in thousands of dollars:

2015 2014
Unit fair value at end of year $ 1,041 1,045
Units owned:
Unrestricted:
Funds functioning as endowment 896,336 893,103
Designated for annuity and life income funds 69,402 68,066
Total unrestricted 965,738 961,169
Temporarily restricted:
Restricted for specific purposes 3,323 3,323
Funds functioning as endowment 219 179
Annuities and life income funds 7,643 8,422
Total temporarily restricted 11,185 11,924
Permanently restricted:
Endowment funds 1,105,308 1,099,490
Annuities and life income funds 27,093 25,098
Total permanently restricted 1,132,401 1,124,588
Total units $ 2,109,324 2,097,681
Weighted average units 2,101,978 2,095,950
Net pooled investment income per weighted average unit  $ 45

Fair Value Hierarchy

The College’s fair value hierarchy prioritizes tinguts to valuation techniques used to measure fair
value. The hierarchy gives the highest priorityuttadjusted quoted pes in active markets for

16 (Continued)
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Notes to Financial Statements
June 30, 2015 and 2014

excluded from the fair value hierarchy table be summarized as an adjustment to the table so that total
investments can be reconciled to the Consolidated Statement of Financial Position. As a result of the
adoption, the June 30, 2014 fair value hierarchy table was restated to reflect the removal of
NAV-measured investments of $321,043,000 previously classified in Level 2 and $1,449,957,000 in
Level 3. In addition, the June 30, 2013 opening balance in the Level 3 roll forward was restated to
reflect the removal of NAV-measured investments aggregating $1,275,796,000.

%DVLV RI 5HSRUWLQJ

These investments are presented in the accompanying financial statements at fair value. The College’s
determination of fair value is based upon the best available information provided by the investment
manager and may incorporate management assumptions and best estimates after considering a variety

18 (Continued)
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Notes to Financial Statements
June 30, 2015 and 2014

The following tables summarize the valuation of the College’s investments, in thousands of dollars,
by the fair value hierarchy levels as of June 30, 2015 and 2014:

,QYHVWPHQWYV
PHDVXUHG DWOYHVWPHQWY &ODVVLILHG LQ WK

1$9 /HYHO /HYHO /HYHO 7RWD
Pooled investments:
Cash and cash equivalents $ — 47,028 — — 47,028
U.S. equities 271,122 26,203 15,500 — 312,825
Non-U.S. equities 234,649 — — — 234,649
Emerging markets 137,301 51,841 — — 189,142
Fixed income 60,722 28,144 86,421 — 175,287
Venture capital 299,023 — — — 299,023
Private equity 133,741 — — — 133,741
Absolute return 488,043 — — — 488,043
Real assets 168,305 115,584 — — 283,889
Total pooled
investments 1,792,906 268,800 101,921 — 2,163,627
Other invested assets:
Cash and cash equivalents — 52,000 — — 52,000
U.S. equities — 32,527 — 1 32,528
Non-U.S. equities — 2,788 — — 2,788
Fixed income — 14,257 59,262 — 73,519
Real assets — 44 — 4,282 4,326
Other — 70 12,668 423 13,161
Total other
invested assets — 101,686 71,930 4,706 178,322
Total $ 1,792,906 370,486 173,851 4,706 2,341,949
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L QYHVWPHQWYV

Investments measured at NAV are not classified in the fair value hierarchy.

20 (Continued)
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Notes to Financial Statements
June 30, 2015 and 2014

The following is a reconciliation of Level 3 assets for which unobservable inputs were used to determine fair value. The tables represent
the activity of Level 3 securities held at the beginning and end of the period, in thousands of dollars:

-XQH

%HJILQQLQJ &KDQJHV LQ (QGLQ
EDODQFH THWDOL]JH®BQUHDOL]HG EDODQ
-XQH JDLQV  JDLQV -XQH

ORVVHV ORVVHWXUFKDVHWDOHYV

Other invested assets:

U.S. equities $ 5 4 — — — 1
Real assets 3,636 — 121 525 — 4,282
Other 4 — — 419 — 423

Total other invested assets 3,645 (4 121 944 — 4,706

Change in unrealized gains for the period included in the increase in net assets for assets still held at the reporting date
(in thousands) $ 121
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Notes to Financial Statements
June 30, 2015 and 2014

-XQH
%HJLQQLQJ &KDQJHV LQ (QGLQ
EDODQFH THADOL]JHRBQUHDOL]HG EDODQ
-XQH JDLQV  JDLQV -XQH

ORVVHV ORVVHWXUFKDVHWDOHYV

Other invested assets:

U.S. equities $ 6 — @) — — 5
Real assets 4,151 (76) 78 — (517) 3,636
Other 4 — — — — 4
Total other invested assets 4,161 (76) 77 — (517) 3,645

Change in unrealized gains for the period included in the increase in net assets for assets still held at the reporting date
(in thousands) $ 77

22 (Continued)
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Notes to Financial Statements
June 30, 2015 and 2014

The College uses the NAV to determine the fair value of all the underlying investments, which (a) do not have a readily determinable fair
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Notes to Financial Statements
June 30, 2015 and 2014

The College uses the NAV to determine the fair value of all the underlying investments, which (a) do not have a readily determinable fair
value and (b) prepare their financial statements consistent with the measurement principles of an investment company or have the attributes
of an investment company. Per Accounting Standards Update (ASU) 2009-12,
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Notes to Financial Statements

SBURSHUW\

June 30, 2015 and 2014

30DQW DQG (TXLSPHQW

Property, plant, and equipment at June 30, 2015 and 2014, in thousands of dollars, are as follows:

Land $ 6,326 6,516
Land improvements 26,364 23,183
Buildings 466,455 438,274
Equipment 47,498 45,043
Construction in progress 52,387 48,009
599,030 561

Outstanding commitments for construction contracts amounted to approximately $8,271,000 and
$35,600,000 as of June 30, 2015 and 2014, respectively.

/IRQJ WHUP '"HEW

Long-term debt consists of bonds payable and a loan payable.

Bonds payable, in thousands of dollars, issued through the California Educational Facilities Authority
(CEFA), and associated interest rates and maturities at June 30, 2015 and 2014 are as follows, in thousands

of dollars:

Series 2011A
Series 2009A
Series 2008A
Series 2005A

Plus unamortized premium
CEFA bonds payable
Private placement loan payable

,(QWHUHVWODWXULW\ 3ULQFL

UDWHYV GDWHYV DPRXQ’
4.0% 2014-2017 % 2,620
5.0 2019, 2024 62,290

4.4%-5.0% 2018 64,474
4.4%-5.2% 2018-2045 58,053
187,437

4,198

191,635

4,250

$ 195,885
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Notes to Financial Statements
June 30, 2015 and 2014

The defined-contribution plan provides retirement benefits for all employees through the Teachers Insurance
and Annuity Association and the College Retirement Equities Fund (TIAA-CREF). Under this plan, College
contributions are used to purchase fixed and/or variable annuities offered by TIAA-CREF. Vesting
provisions are full and immediate. Benefits commence upon retirement and preretirement survivor death
benefits are provided. In conjunction with this plan, employees are able to contribute a portion of their salary
into a tax-deferred annuity account and invest such assets in mutual funds offered by TIAA-CREF, Fidelity
Investments Institutional Services Company, Inc., or The Vanguard Group.

Prior to July 1, 2005, certain retirement eligible employees participated in a defined-benefit plan, wherein
the benefits were based on years of service, compensation, and the amount of employee contributions, if any.
On June 30, 2005, the plan was frozen and all participants were immediately eligible to become participants
in the defined-contribution plan. The defined-benefit plan continues to be funded in accordance with the
Employee Retirement Income Security Act of 1974 and for the years ended June 30, 2015 and 2014, the plan
has met the minimum funding requirements. Plan assets are invested in a diversified group of equity and
fixed-income securities, in an insurance company’s separate and general accounts. At June 30, 2015 and
2014, the College’s allocation of net pension costs was approximately $231,000 and $368,000, respectively.
Also at June 30, 2015 and 2014, the College had a reserve for future funding payments of approximately
$2,278,000 and $1,390,000 that was included in accrued payroll and other liabilities on the statements of
financial position and approximately $4,133,000 and $3,610,000, respectively, related to contributions made
by employees to the College’s 457(b) Plan that were included in separately invested assets and accrued
payroll and other liabilities on the statements of financial position.

For the years ended June 30, 2015 and 2014, the College’s contributions to these plans amounted to
approximately $6,344,000 and $6,191,000, respectively. Also included in the statements of activities for the
years ended June 30, 2015 and 2014 is a comprehensive loss of $1,317,000 and a comprehensive gain of
$508,000, respectively, relating to the staff retirement plan.

"RUNHUVY &RPSHQVDWLRQ

The College participates with other members of The Claremont Colleges in collective insurance agreements
including self-insurance for workers’ compensation. At June 30, 2015 and 2014, the College had
approximately $104,000 and $339,000, respectively, in accounts payable to provide for payment of claims
pending. Management believes that the ultimate disposition of these or other claims would not result in any
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The College’s endowment consists of approximately 1,800 individual funds established for a variety of
purposes including both donor-restricted endowment funds and funds designated by the board of trustees to
function as endowments. 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.

D QWHUSUHWDWLRQ RI 5HOHYDQW /DZ

The board of trustees of the College has interpreted the UPMIFA (the Act) as permitting the
preservation of the original gift as of the gift date of the donor-restricted endowment funds absent
explicit donor stipulations to the contrary. As a result of this interpretation, the College classifies as
permanently restricted net assets (a) the original value of gifts donated to the permanent endowments;
(b) the original value of subsequent gifts to the permanent endowment; and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument
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The College expects its endowment funds to attain, over time and within acceptable risk levels, an
average annual real rate of return of approximately 6.00%, net of all investment management and
related fees and without regard to whether the return is in the form of income or capital gains. Actual
returns in any given year may vary from this amount.

6WUDWHJILHV (PSOR\HG IRU $FKLHYLQJ 2EMHFWLYHV

To satisfy its long-term rate-of-return objectives, the College 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 College targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
constraints.

6SHQGLQJ 3ROLF\ DQG +RZ WKH ,QYHVWPHQW 2EMHFWLYHV 5H

The College has a policy of appropriating for distribution each year 4.50% to 5.50% of its endowment
funds’ average fair value over the prior 12 quarters through June 30 one year prior to the beginning of
the fiscal year in which the distribution is planned. In establishing this policy, the College considered
the long-term expected return on its endowment. Accordingly, over the long term, the College expects
the current spending policy to allow its endowment to maintain its purchasing power by growing at a
rate at least equal to planned payouts. Additional real growth will be provided through new gifts and
any excess investment return. In May 2010, the board of trustees approved a two-year deviation from
the College’s endowment payout policy to permit the 12-quarter average spending rate to fall below
4.50% and to permit the growth in spending per unit to fall below 4.00%. The temporary reduction in
endowment payout was a response to the impact of the 2008 financial crisis on the value of the
endowment. For years ended June 30, 2015 and 2014, the board of trustees authorized distributions of
$76,568,000 and $72,095,000, respectively, based on an approved spending rate of 4.50%, for current
operations from the realized investment gains of pooled investments.

Endowment net assets consist of the following at June 30, 2015 and 2014, in thousands of dollars:

7HPSRUDUBBUPDQHQWO\
8QUHVWULFIWNG/ULFWHB/WULFWH®&WD

Donor-restricted endowment

funds $ (53) 245 307,079 307,271
Board-designated endowment

funds 189,478 — — 189,478
Accumulated unappropriated

gains 743,315 858,639 — 1,601,954

Total endowment
net assets $ 932,740 858,884 307,079 9
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7THPSRUDUBBUPDQHQWO\
SQUHVWULRMWOVULFWIHYWULFWH®WD ¢

Donor-restricted endowment

funds $ — 151 303,897 304,048
Board-designated endowment

funds 186,089 — — 186,089
Accumulated unappropriated

gains 747,064 864,260 — 1,611,324

Total endowment
net assets $ 933,153 864,411 303,897 2,101,461

Changes in endowment net assets for the year ended June 30, 2015 are as follows, in thousands of
dollars:

7HPSRUDURBUPDQHQWO\
8QUHVWULPIMHNVG/ULFWHDB/WULFWH®WD (

Endowment net assets,
June 30, 2014 $ 933,153 864,411 303,897 2,101,461

Pooled investment returns:
Earned income 4,184 — — 4,184
Net realized and unrealized
gains on investments

during the year 28,302 34,713 997 64,012
Total pooled
investment
returns 32,486
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7THPSRUDURBUPDQHQWO\
SQUHVWULRMMNGVULFWHO/WULFWH®WD(

Endowment income reinvested $ 221 7 568 796
Appropriation of endowment

Changes in endowment net assets for the year ended June 30, 2014 are as follows, in thousands of
dollars:

7HPSRUDURBUPDQHQWO\
8QUHVWULPIMHNVGYULFWHOB/WULFWH®WD (

Endowment net assets,
June 30, 2013 $ 803,067 733,748 286,626 1,823,441

Pooled investment returns:
Earned income 6,178 — — 6,178
Net realized and unrealized
gains on investments
during the year 146,656 179,672 — 326,328

Total pooled
investment
returns 152,834 179,672 — 332,506

Distributions per spending policy (72,095) — — (72,095)

Net pooled
investment
returns
appropriated
to pool
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