












































Messiah College

Notes to Financial Statements

June 30, 2009 and 2008

Note 4 - Investments (Continued)

Dividends and interest, net of
expense
Net realized and unrealized losses

Return on long-term investments
Total Return on Investments

Investment return designated for
current operations

Investment Return in Excess
(Deficit) of Amounts
Designated for Current
Operations

2008
Temporarily Permanently
Unrestricted Restricted Restricted Total

$3,169,892 $ - $ 29,369 $ 3,199,261
(1,516,284) (831,992) (433,205) (2,781,481)

1,653,608 (831,992) (403,836) 417,780

1,653,608 (831,992) (403,836) 417,780

5,900,247 - - 5,900,247
($4,246,639) ($831,992) ($403,836) ($5,482,467)

Investment return in excess (deficit) of amounts designated for current operations is included
in the statements of activities under the following captions for the years ended June 30:

Endowment investment return, net of amount
designated for operations
Net outside trust and other non-operating

investment return

Investment return of gift annuities

Return Objectives and Risk Parameters

2009

2008

($29,176,172)

($5,042,279)

(970,201) (230,016)
(970,530) (210,172)
($31,116,903) ($5,482,467)

The College has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its
endowments while seeking to maintain the purchasing power of the endowment assets.
Endowment assets include those assets of donor-restricted funds that the College must
hold in perpetuity or for a donor-specified period(s) as well as board-designated funds.
Under this policy, as approved by the Board of Trustees, the endowment assets are
invested in a manner that is intended to produce results that exceed the sum of the
Endowment’s spending rate, anticipated inflation, all fees and administrative costs, and
any portfolio growth factor that the Committee on Finance recommends to the Board of
Trustees, while assuming a moderate level of investment risk. The College expects its
endowment funds, over time, to provide an average rate of return of approximately

8.5 percent annually. Actual returns in any given year may vary from this amount.




Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 4 - Investments (Continued)

Strategies Employed for Achieving 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.

Note 5 - Property and Equipment

Property and equipment consists of the following as of June 30:

2009
Less:
Useful Acquired Accumulated
Lives Value Depreciation Book Value 2008
Land $ 2,192,023 b - $ 2,192,023 $ 2,147,923
Improvements 20 years 11,605,223 6,535,022 5,070,201 4,981,662
Buildings 10 - 20 years 143,108,204 57,552,486 85,555,718 86,534,885
Equipment 4 - 20 years 55,907,704 41,049,873 14,857,831 14,072,760
Construction in
progress 2,233,568 - 2,233,568 4,029,665

$215,046,722 $105,137,381 $109,909,341 $111,766,895

Depreciation and accretion expense totaled $8,790,447 and $8,307,318 for the years ended
June 30, 2009 and 2008, respectively.
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 6 - Net Assets

Temporarily restricted net assets available for the following purposes as of June 30:

Unspent balances of restricted gifts:
Enable students to understand Christian
vocation
The Boyer Center
School Enrichment
Collaboratory (endowment designation)
Scholarships and other student assistance
Collaboratory (foundation-funded and other
sources)
Other
Net annuities
Capital projects
Market appreciation of donor endowment

Total

2008

Permanently restricted net assets are restricted as follows as of June 30:

Investments to be held in perpetuity, the income
from which is expendable to support:
Scholarships and awards
Faculty chairs
Instruction
Faculty development
Campus ministries
Accruals and bequests
General operations and other purposes

Total Principal of Donor Endowment

Net annuities
Beneficial interest in perpetual trusts

Total Permanently Restricted Net Assets

2009
$ 478,024 $ 798,615
52,122 172,183
140,300 104,692
120,000 120,000
293,515 396,106
338,261 130,184
557,419 493,582
6,871,247 5,340,812
5,598,252 891,673
4,191,638 8,504,825
$18,640,778 $16,952,672

2009 2008

$10,521,618 $10,094,032
934,397 997,951
21,216 19,885
446,135 442,343
126,402 124,964
1,073,486 -
3,430,613 3,359,795
16,553,867 15,038,970
1,899,209 2,254,207
2,914,969 4,011,026
$21,368,045 $21,304,203

The income received from net annuities and perpetual trusts are primarily restricted for

scholarships and instruction.
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 7 - Long-Term Debt

Long-term debt consists of the following as of June 30:

2009 2008

1995 Messiah College Revenue Bonds $ 1,665,000 $ 1,860,000
2001 Messiah College Revenue Bonds 23,600,000 23,600,000
2003 Messiah College Revenue Bonds 11,215,000 11,215,000
2005 Messiah College Revenue Bonds 20,275,000 22,630,000
Unamortized discount on bonds payable (80,453) (88,861)
Unamortized premium on bonds payable 629,368 723,310

$57,303,915 $59,939,449

1995 Messiah College Revenue Bonds

The 1995 Revenue Bonds have an interest rate of 5.125% and mature in varying amounts
from October 1, 2009 to October 1, 2015. The bonds are callable on or after October 1,
2007 at a redemption price of 100% of the principal amount. The bonds are secured by a
lien on the College’s unrestricted revenues.

Bond discount and issuance costs relating to the 1995 Revenue Bonds are being
amortized over the term of the bonds on a straight-line basis. The unamortized costs
amounted to $41,712 and $48,385 as of June 30, 2009 and 2008, respectively.

2001 Messiah College Revenue Bonds

The 2001 Revenue Bonds have a variable rate (ranging from 0.29% to 8.25%, with a
FYO09 average of 1.33%, with principal maturing in varying amounts from November 1,
2016 through November 1, 2031. The bonds are collateralized by two letters of credit
equal to 102.33% of the principal balance outstanding. The fees on the letters of credit
were 0.28% during the current fiscal year. Both letters of credit have a renewal date of
March 8, 2010, with an option to request a one-year extension. The bond agreement
contains a restriction on the College’s ratio of total debt to unrestricted net assets.

Bond discounts and issuance costs relating to the 2001 Revenue Bonds are being
amortized over the term of the bonds on a straight line-basis. The unamortized net costs
amounted to $38,741 and $40,476 as of June 30, 2009 and 2008, respectively.

2003 Messiah College Revenue Bonds

The 2003 Revenue Bonds have interest rates ranging from 5.25% to 5.50% with principal
maturing in various amounts from November 1, 2016 through November 1, 2022. The
bonds are secured by a lien on the College’s unrestricted revenues, and the bond
agreement contains a restriction on the amount of net revenues available for debt service.

Bond premiums and issuance costs relating to the 2003 Revenue Bonds are being
amortized over the term of the bonds on a straight-line basis. The unamortized net
premium amounted to $65,524 and $70,438 as of June 30, 2009 and 2008, respectively.
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 7 - Long-Term Debt (Continued)

2005 Messiah College Revenue Bonds

The 2005 Revenue Bonds have an interest rate of 5.0% with principal maturing in various
amounts from November 1, 2009 through November 1, 2015. The bonds are secured by
a lien on the College’s unrestricted revenues, and the bond agreement contains a
restriction on the amount of net revenues available for debt service.

Bond premiums and issuance costs relating to the 2005 Revenue Bonds are being
amortized over the term of the bonds on a straight-line basis. The unamortized net
premium amounted to $563,844 and $652,872 as of June 30, 2009 and 2008, respectfully.

The approximate aggregate amount of principal maturities of debt outstanding as of June 30,
2009 for the five subsequent fiscal years follows:

Amount
2010 $2,685,000
2011 2,820,000
2012 2,965,000
2013 3,120,000
2014 3,280,000

Note 8 - Line of Credit

The College had an unsecured line of credit with a local bank in the amount of $1,000,000 for
the years ended June 30, 2009 and 2008. There were no amounts outstanding under the line of
credit as of June 30, 2009 and 2008. Interest is at the greater of (a) 1.50% above one-month
LIBOR with an interest period duration of one day, or (b) 3.00%.

Note 9 - Retirement Plan

The College sponsors a retirement program through a national teacher’s retirement plan. All
classes of employees are eligible to participate on a voluntary basis after attaining age
twenty-one. The College and the employee each contribute a percentage of the employee’s base
salary for the purchase of individually owned, immediately vested and fully funded individual
accounts. Retirement expense related to this plan amounted to $2,211,255 and $2,082,478 for the
years ended June 30, 2009 and 2008, respectively.
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 10 - Expenses

Expenses, by natural classification, were as follows for the years ended June 30:

2009 2008

Salaries and wages $35,114,661 $33,618,720
Benefits 11,485,731 10,792,424

Total Compensation 46,600,392 44,411,144
Repair and maintenance 2,071,295 2,317,749
Professional services 5,890,333 5,988,681
Supplies and minor equipment 1,623,395 1,577,794
Purchases for resale 4,279,394 4,441,137
Utilities 3,525,951 3,421,485
Travel 2,688,556 2,503,356
Insurance and taxes 567,072 610,437
Depreciation and accretion 8,790,447 8,307,318
Interest 2,105,555 2,608,343
Other 3,137,593 2,670,720

Total Expenses $81,279,983 $78,858,164

Total direct fundraising expenses were $1,781,865 and $1,744,931 for the years ended
June 30, 2009 and 2008, respectively.

Note 11 - Lease Commitments

The College leases real estate in the city of Harrisburg, Pennsylvania for residential,
educational, and office purposes under the terms of a non-cancelable agreement classified as an
operating lease, which expires July 31, 2022. Future minimum lease payments for subsequent
fiscal years are as follows:

Amount
2010 $221,583
2011 230,250
2012 235,587
2013 243,330
2014 249,496

Rent expense for the years ended June 30, 2009 and 2008 amounted to $216,580 and
$194,337, respectively.
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 12 - Fair Value of Financial Instruments

In September, 2006, the Financial Accounting Standards Board (FASB) issued Statement
No. 157, Fair Value Measurements (SFAS No. 157), which defines fair value, establishes a
framework for measuring fair value under U. S. generally accepted accounting principles, and
expands disclosures about fair value measurements. SFAS No. 157 applies to other accounting
pronouncements that require or permit fair value measurements. The new guidance is effective
for financial statements issued for fiscal years beginning after November 15, 2007.

The primary effect of SFAS No. 157 on the College was to expand the required disclosures
pertaining to the methods used to determine fair values.

SFAS No. 157 establishes a fair value hierarchy that prioritizes the inputs to valuation
methods 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 SFAS No. 157 are as follows:

Level I:  Unadjusted quoted prices in active markets that are accessible at the
measurement date for identical assets or liabilities.

Level 2. Quoted prices in markets that are not active, quoted prices for similar securities,
or inputs that are observable either directly or indirectly, for substantially the full
term of the asset or liability.

Level 3.  Prices or valuation techniques that require inputs that are both significant to the
fair value measurement and unobservable (i.e. supported with little or no market
activity).

A financial asset’s or liability’s level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement.

The following valuation techniques were used to measure fair value of assets in the table
below on a recurring basis as of June 30, 2009:

Equity and fixed income securities - Fair value of equity and fixed income securities was
based on quoted market prices for the identical security.

Absolute return strategies, private equity, and real assets - Fair value of alternative
investments was based on estimated fair values provided by investment managers.
Management reviews and evaluates the values and agrees with the valuation methods and
assumptions used in determining the fair value of the alternative investments. These
assets are included as Level 3 fair values, based upon the lowest level of input that is
significant to the fair value of measurement.

Beneficial interest in perpetual trusts - Fair value of the beneficial interest in perpetual
trusts was based on the present value of future cash inflows. These assets are included as
Level 3 fair values, based upon the lowest level of input that is significant to the fair
value of measurement.
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008

Note 12 - Fair Value of Financial Instruments (Continued)

The carrying value of total outstanding long-term debt as of June 30, 2009 and 2008 was

$57,303,915 and $59,939,449, respectively. Its fair values as of June 30, 2009 and 2008 were
approximately $58,543,990 and $60,711,626, respectively.

The College has a number of other financial instruments, none of which are held for
investment purposes. The College estimates that the fair value of all financial instruments as of
June 30, 2009 and 2008 does not differ materially from the aggregate carrying values of its

financial instruments recorded in the accompanying statements of financial position.

For investments measured at fair value on a recurring basis, the fair value measurements by
level within the fair value hierarchy used as of June 30, 2009 are as follows:

Total Level 1 Level 2 Level 3
Money market accounts $ 2,825,024 $ 2,825,024 $ - $ -
Equity funds and common
stocks 45,661,387 15,085,191 30,576,196 -
Fixed income securities 36,114,322 29,752,273 6,362,049 -
Real assets and commodities 9,552,066 1,930,302 - 7,621,764
Private equity and venture
capital 7,412,027 - - 7,412,027
Absolute return strategies 4,438,293 - - 4,438,293
Total Investments 106,003,119 49,592,790 36,938,245 19,472,084
Assets held in trust 20,399,551 20,192,563 - 206,988
Beneficial interest in perpetual
trusts 2,914,969 - - 2,914,969
$129,317,639 $69,785,353 $36,93 8,245 $22,594,041
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Messiah College

Notes to Financial Statements
June 30, 2009 and 2008
Note 12 - Fair Value of Financial Instruments (Continued)

The activity recognized during the fiscal year ended June 30, 2009, for Level 3 investment
assets and College-administered and outside trusts is as follows:

Beneficial

Absolute Interest in

Real Assets and Private Return Assets Held Perpetual

Total Commodities Equity Strategies in Trust Trusts

July 1, 2008 $28,242,667 $9,514,103 $8,591,165 $5,851,433 $274,940 $4,011,026
Contributions 1,299,400 150,000 1,149,400 - - -
Distributions (545,228) (125) (382,568) - - (162,535)
Purchases - - - - - -
Unrealized losses (6,402,798) (2,042,214) (1,945,970) (1,413,140) (67,952) (933,522)
Proceeds from sales - - - - - -
Realized losses - - - - - -
June 30, 2009 $22,594,041 $7,621,764 $7,412,027 $4,438,293 $206,988 $2,914,969

Note 13 - Commitments

The College has committed to deposit $24,452,000 into venture capital and private equity
investment funds. As of June 30, 2009, $20,081,000 has been invested into the funds. The dates
on which the College must invest the remaining $4,371,000 are unknown at this time.

Note 14 - Legal Matters

The College is involved in several legal actions arising in the ordinary course of business. In
the opinion of management, the ultimate disposition of these matters will not have a material
effect on the College’s financial position, results of operations, or liquidity.

Amounts received and expended by the College under various federal and state programs are
subject to audit by governmental entities. In the opinion of management, audit adjustments, if
any, will not have a significant effect on the financial position of the College.






