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INDEPENDENT AUDITORS' REPORT

The Board of Education _
State of Rhode Island and Providence Plantations

Providence, Rhode Island
Report on the Financial Statements

We have audited the accompanying financial statements of Rhode Island College (a component
unit of the State of Rhode Island and Providence Plantations) (the "College") which comptise the
statements of net position as of and for the years ended June 30, 2013 and 2012, and the related
statements of revenues, expénses and changes in net position and cash flows for the years then
ended, and the related notes to the financial statements, which collectively comprise the
College's basic financial staternents gs listed in the table of contents.

Management's Responsibility for the Financial Statements

Managerient is responsible for the preparation and fair presentation of these financidl statements
in accordance with accounting pririciples generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that aré free from material misstatement,
whether due to fraud or error:

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of Rhode Island College Foundation (the "Foundation™) as
of June 30, 2013 and 2012 as discussed in Note 1. Those statements were audited by other
auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates to
the amounts included for the Foundation, is based solely upon the report of the other auditors.
We conducted our audit in accordance with anditing standards generally accepted in the United
States of America and the standards applicable to financ¢ial audits contained in Govermment
Auditing Standards, issued by the Comptroller General of the United States. 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 the auditors'
judgment, including the assessment of the risks of material misstatement of the: financial
statemenits, whether due to frand or efror. In making those risk assessments, the auditor
considers internal contrel relevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriaté in the circumstances, but not
for the purpose of expressing an oplmon on the effectiveness of the entity'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 statemients.
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We believe that the audit evidence we have obiained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the financial position of Rhode Island
College as of June 30, 2013 and 2012, and the respective changes in financial position, and its
cash flows for the years then ended in accordance with accoutiting principles generally accepted
in the United States of America.

Required Supplemenfary Information

Accounting: principles generally accepted in the United States of America require that
management's discussion and apalysis on pages 3-20 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context, We have applied certain limited procedures to the reqmred
supplementary information in accordance with audmng standards generally accepted in the
United States of America, which consisted of inguiries of management about the methods of
preparing the information and comparing the. information for consistency with management’s
responises. to our inquiries, the: basic financial staterients, and other knowiedge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient

evidence to express an opinion or provide any assurance.
Othier Reporting Required by Governient Auditing Standards

In accordance with Government Auditing Standords, wé have also issued our report dated
September 30, 2013, on our consideration of Rhode Island Colleges internal confrol over
financial reporting and on our tests of ifs comnplience with certain provisions of laws, regulations,

confracts, and grant agreements and other matters. The purpose of that repott 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 18 an integral part of an audit performed in accordance with Government
Auditing Standards in considering Rhode Island College's intetnal control over financial

reporting and compliance.

U CMW Gl \’D JL&UV\/)O C.
Certified Public Accountants
Brainiree, Massachusetts

September 30, 2013



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited)

June 30, 2013 and 2012

Introdaction

The following management discussion and analysis (MD&A) provides management’s view of
the financial position of Rhode Island College (RIC) as of June 30, 2013 and the results of
operations for the year then ended, with selected comparatlve information for the years ended
June 30, 2013 and 2012. The purpose of the MD&A is to assist readers in understanding the
accompanying financial statements by providing an objective and understandable- analysis of
RIC’s financial activities based on currently known facts, decisions, and conditions. This
analysis has been prepared by management, which is resp0n51bie for the completeness and
fairness of this inforrnation (which consists of highly summarized information and should be
read i conjunction with RIC’s financial statements and notes thereto that follow this section).

RIC, founded in 1854, is the oldest of the thiree public institutions of higher education. that
operate unider the aegis of the Board of Governors for Higher Education. Its primary miission is
to make its academic programs available to any qualified resident of Rhode Island who can
benefit from its educational sérvices. Out-of-state residents are also el1g1ble for admission. RIC
fulfilis its educational mission by offering undergraduate programs in libetal arts- and sciences,
and in a variety of professional and pre-professional fields. RIC also offers a range of selected
graduate programs in arts and sciences, education, and in areas of social, puiblic and community
service. RIC offers its academic programs to undergraduates of traditional age as well as to older
students ‘who often study and or work part-time while carning undergraduate or advanced
degrees. The majority of students are from Rhode Island. RIC also contributes directly to the
cultural life of the State through ongoing theatre and concert performances, art exhibits, lectures,
and films, which are all open to the public.

RIC was established in 1854 as the Rhiode Island Normal School, focusing on teacher education.
Due to diminished state. support, RIC was closed for a period between 1865 and 1869, when it
reopened as the Rhode Isiand State Normal School. In 1920, the Norinal School became the
Rhode Island College of Education, offering a four-year program leading to the degree of
Bachelor of Education. The graduate program originated in the early 1920s, During the 1958-59
academic year, RIC was relocated from the downtown location to its current 180-acre campus on
the border of Providence and North Providence. In 1959, the mission of RIC was expanded to
that of a general, comprehensive college. In 1960, the name of the institution ‘was: changed to-
Rbode Island College to reflect its expanded mission. RIC now serves approximately” 9,000
students in a variety of courses and prograins both on and off campus.



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Introduction - Continued

RIC is part of the Rhode Island system of public higher education that includes the Commumty
College of Rhode Island and the University of Rbhode Island, with which matriculation
agreements exist for student fransfers within the system. The Rliode Island Board of Education
(BOE) became the governing body for RIC in 2013,

Financial Highlights

RIC’s financial position remained strong as of June 30, 2013. At June 30, 2013, RIC’s assets of
$157.0 million exceeded its liabilities of $57.0 million by $100.0 million, an increase over the
prior year of $8.6 million. At June 30, 2012, RIC’s assets of $152.0 million exceeded its
liabilities of $60.6 million by $91.4 million, an increase over the prior year of $10.6 million.

The resulting net assets are summarized into the following categories (in $ millions) for the fiscal
years ended June 30, 2013, 2012 and 20112

Net Investment in Capital ~Restricted-Expendable Unrestricted
Assets

Restricted expendable net assets may be expended only for the purposes authorized by the
creditor, grantor, or etiabling legislator. Unrestricted net assets represent all other. funds that do
not meet the definition of Net Investment in Capital Assets or Restricted funds.



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Financial Highlights - Continued

For fiscal year 2013 operating revenues decreased by 6.6%, or §6.6 million. Operating expenses
increased by 2.9%, or $4.0 million.. For fiscal year 2012 operating revenues increased by 5.0%,
or $4.9. million. Expenses increased by 4.7%, or $6.2 million.

The following chart provides a graphical breakdown of total revenues (in § millions) by category
for the fiscal years ending June 30, 2013, 2012 and 2011:

1207

1004

Total Operating Net Nonoperating Total Other Revenue

Cash flow continued to be adequate for operations with a cash balance of $20.6 million at June
30, 2013 and $23.3 million at June 30, 2012, a decrease of $2.7 million from the previous year.

Overview of the Financial Statements

The financial statements focus on RIC as a whole, rather than upoti individual funds or activities,
and have two primary components: 1) the financial statements and 2) the notes to the financial
staternents.



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Overview of the Financial Statements - Continued

Rhode Island College Foundation (the “Foundation”) is a Jegally separate tax-exempt component
unit of Rhode Tsland College. The Foundation acts primarily as a fund-raising organization to
supplement the resources that are available to RIC in support of its programs. The Board of the
Foundation is self-perpetuating and primarily consists of graduates and friends of RIC. Although
RIC does not control the timing or the amount of receipts from the Foundation, the majority. of
resotrces received or held by the Foundation are restricted to the activitiés of RIC by the donors.

Because these resources held by the Foundation can only be used by or are for the benefit of
RIC, the Foundation is considered a component unit of RIC and is discretely presented in RIC*s
financial statements.

Management’s Discussion and Analysis is required to focus on RIC, not its component unit.
& ) : p

The Financial Statements

The financial statements ate designed to provide readers with a broad overview of RIC’s
finances and are comprised of three basic statements. These statements present financial
information in a form similar to that used by private institutions of higher education and
corporations.

‘The Statement of Net Posifion presents informatfion on all of RIC’s assets and labilities, with
the difference between the two reported as net position. Over time,; increases or decreases in' net
position may serve as a usefil indicator of whether the financial position of RIC is improving or
deteriorating., Other factors are also relevant to assessing RIC’s overall financial health. These
include: the trend, quality, and retention and size of student enrollments; diversification of
reveitie streams; management of costs; and condition of facilities.

The Statements of Revenues and Expenses and Changes i in Net Position shows how RIC’s net
position changed during the most recent fiscal year. This statement reports total operating
revenues and expenses, nonoperating revenues and expenses, and capital additions and deletions.

All chariges in net position are reported as soon as the underlying event giving rise to the change
oceurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported.
in this statement for some iHems that will result in cash flows only in future fiscal periods (e.g.

the payment for accrued compensated absences, or the receipt of amounts due from students and
others for services rendered).



RHODE ISLAND COLLEGE
(2 Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

The Financiai Statements - Confinued

The Statement of Cash Flows is reported on the direct methiod. The direct method of cash flow
reporting portrays net cash flows from operations as major classes of operating receipts (e.g:
tuition and fees) and disbursements (e.g. cash paid to employees for services).

The financial statements can be found on pages 21 to 24 of this report.

RIC teports its operations as a business- type activity using the economic measurement focus and
full accrual basis of accounting. RIC is a component unit of the State of Rhode Island and
Providence Plantations. Therefore, the results of RIC’s operations, ifs net assets and its cash
flows are also summarized in the State’s Comprehensive Annual Financial Report in its
government-wide financial statements.

Notes fo the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the financial statements. They also prov1de information regarding both the
accounting policies and procedures RIC has adopted as well as additional detail of certain
amounts contained in the financial statements. The notes to the financial statements can be found
on pages 25 to 52 of this réport.



. RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaundited) - Continued

Jumne 30, 2013 and 2012

Financial Analvsis

As.noted. earliet, difference between total assets and total liabilities may serve over time as a
usefil indicator of RIC’s financial position. In the case of RIC, assets exceeded liabilities by
$100.0 million at the close of fiscal year 2013 and assets exceeded liabilities by $91.4 million at
the close of fiscal year 2012, an increase of $8.6 million over fiscal year 2012, as shown in the

chart below:

Condensed Statement of Net Assets
(Dollars in millions)

2013 2012 2011
Assets:
Current assets $ 27.6 § 297§ 29.4
Nonrcurrent assets 129.4 122.3 111.1
Total assets 3 157.0 § 152.0 § 140.5
Liabilities:
Current liabilities $ 172§ 191§ 16.4
Noncurrent liabilities 39.8 41.5 433
Total liabilities $ 570 $ 606 S 59,7
Net position: . o
Net investment in capital assets § 8§92 § 789 $ 67.0
Restricted: '
Expendable 0.1 1.0 0.7
Unrestricted 10.7 L5 13.1
Total net position $ 100.0 3 91.4 % 80.8

The largest portion of RIC’s net posmon $89.2 million in fiscal year 2013 ($78.9 million in
fiscal year 2012), reflects its investment in capital assets (such as land, buildings, machmery, and
equipment), less any related outstanding debt; including capital leases used to acquire those
assets. RIC uses these capital assets to provide services to students, faculty, and administration;
consequently, these assets are not available for future spending.



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rbode Isfand and Providence Plantations)

Mansgement’s Discussion and Analysis (Unaudited) - Continued

June 30,2013 and 2012

Financial Analysis - Continued

Although RIC’s investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from ofhier sources, sirice the
capital assets themselves cannot be used to.liquidate these liabilities. Also, in addition to the debt
noted above, which is reflected in RIC’s financial statements, the State of Rhode Island regularly
‘provides financing for certain capital projects through the i issuance of general obligation bonds
and appropriations from the Rhode Island Capital Fund,

Additional financing for certain capital projects is provided by the issuance of revenue bonds by
the Rhode Island Health and Educational Building Corporation, a quasi-public state agency.

The liabilities-to-assets ratio was 36% in fiscal year 2013 and 40% in fiscal year 2012. Bonds
and notes payable at June 30, 2013 of $20.5 million ($21.1 million at June 30, 2012) were RIC’s
largest liabilities.

In the spring of 2008 the College embarked on a feasibility study with the specific intent to
comprehensively investigate design and construction opporturities, along with associated cost
options, for the renovation of the Rhode JIsland College Recreation Center. In January of 2010
this in-depth study was submitted to the College for review. The data provided in the feasibility
study concluded that a recreation center reriovation was. necessary in the immediate future, In
February 2010 the College issued $10,280,000 of general revenue bonds to fund the construction
through the Rhode Island Higher Education Building Corporation. The Recreation Center
reriovation was completed for the fall 2012 semester.



RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30,2013 and 2012

Fimancial Analysis - Continued

Condensed Statement of Revenues and Expenses

Years ended June 30,2013, 2012 and 20611

(Dollars in millions)

Opérating revenues: ‘
Tuition and fees 5
Auxiliary enterprises
Less scholarship alfowances
Grants, contracts, and other

Total opefating revenues

Operating expenses:
Salaries and benefits
Scholarships, grants, and contracts
U tilities
Other expenses
D epreciation and amortization

Total operating expenses

Net operating loss

Nonoperating revenues {expenses):
State appropriations
Other nonoperating revenues, net

Net ricnoperating revenues

Increase {(decrease) in.net position

before other revenues,
expenses, gains, or lasses

Capital appropriations
Capital gifts and grants

Total other revernues

Increase in net position $

2013 2012 7011
65.6 § 64.1 § 63.0
19.1 12.3 8.4
(19.5) (19.5) (18.6)
28.7 36.6 328
93.9 100.5 95.5
98.2 951 942
6.4 6.9 6.5
3.1 2.8 3.1
23.7 23.2 19.1
7.5 6.9 6.1

138.9 134.9 129.0
45.0) (34.4) (33.4)
38.5 38.2 37.6

6.3 0.1 2.3
38.8 38.3 39.9
(6.2) 3.9 6.5
14.5 6.3 3.9
0.4 0.4 0.3
14.9 6.7 _ 4.2
3.7 % 106§ 10.7

-10 -



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Operating Revenues

Total operating revenues for fiscal year 2013 were $93.9 million, a decrease of $6.6 million
from the prior year. Total operating revenues for fiscal year 2012 were $100.5 million. The most
significant sources of operating revenue for RIC are tuition and fees, grants and contracts, and
auxiliary services. Significant changes in operating revenue resulted from:

e  The BOE raising fiscal year 2013 tuition and fees increased by 4.0% for in-state student,
4.0% for out-of-state students, 4.5% for in-state graduate students, and 4.0% for out-of-
state graduate students.

»  Grant, contracts.and other revenues decreased by $7.9 milkion in fiscal year 2013 over 2012,
due to decreased grant activity.resulting from the expiration of stimulus funding.

-11-



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unandited) - Continued

Jurie 30, 2013 and 2012

Operating Revenues - Continued

The following summary shows major grant and contract expenses, including indirect cost
charges, for the fiscal years ending June 30, 2013, 2012 and 2011 (§ in thousands):

Agency Grant/Contraci/Program 2013 2012 2011
R.L Department of Education Vision Services 1,404 1,255 1,337
R.L Department of Education  R.L Technical Assistance Project 759 721 579

R.L Départment of Children,

Youth and Families R.I. Child Welfare Institute 681 679 609
U.S. Department of Education  Upward Bound 603 616 555
U.8. Department of Health and  University Cenfer on
Human Services Developmeéntal Disabilities 592 562 519
R.L Department of Education  Surrogate Parents 583 543 532
University of Riiode Iskand INBRE 573 792 768
R.L Department of Human _
Services Early Intervention 497 523 509
University of Rhode Island Project RITES 449 487 595
R.L Office of Higher _
Education Learning for Life 427 22 -
R.L State Personnel
_ Development {new program
R.I Department of Edvication beginaning 12/1/12) 339 - -
National Science Foundation S-STEM Qnahog Cohorts 167 124 90
_ No Child Left Behind _
R.I. Office of Higher Education  Partnership 164 58 86
Blueprint for Change - System
R.J. Department of Children, of Care Medicaid Expansion
Youth and Families Grant 120 41 -

-12-



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Previdence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 20613 and 2012

Operafing Revennes -~ Coufinued

Ageney
R.I. Office of Higher Education
R.I. Department of Children,
Youth and Families
R.I. Department of Children,
Youth and Families
United Way

R.L Department of Labor and
Training

University of Illinois at Urbana-
Champaign

R.J. Department of Children,
Youth and Families

R.L Department of Education

R.L Department of Education

R.IL B"t_}ard of Governors for
Higher Ed. / R.L Dept. of Ed.

Grant/Contract/Program

Key Issues Addressing Student
Access and Complétion

Medicaid Implementation Grant
System of Care / FCCP Training
United Collaboration of
Training Resources
Contextualized Learning
Lstablishing the Efficacy of the

Special Friends Project

Positive Education Partnership

Upward  Mobility  through
Training, Employment and
Careers

R.E. State Personne}.

Development (former program
ending 6/30/12)

Sthte Fiscal Stabilization Fund

“13 -
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52
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RHODE ISLAND COLLEGE
(2 Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (U naudited) - Continued

June 30, 2013 and 2012

Operating Expenses

Fiscal year 2013 operating expenses totaled $138.9 million, an increase of $4.0 million from the
prior year. Fiscal year 2012 operating expenses totaled $134.9 million, an increase of $5.9
million from the prior year. Of this total, $74.0 million or 53.3% ($70.1 million or 51.9% in
2012) was used for instruction, academic support, student support and scholarships. Depreciation
and amertization expense totaled $7.5 million in fiscal year 2013 and $6.9 million in fiscal year
2012.

The following chart provides a graphical breakdown of significant operating categories of
expenses (in $ miliions) for fiscal years ending June 30, 2013, 2012 and 201 1:

Salaries Scholarships -

<14 -



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Nonoperating Revenues and Expenses

Net nonoperating revenues for fiscal years 2013 and 2012 are $38.8 million and $38.3 million,
respectively, consisting of the state appropriations, gifts, and net’ investment earnings. These
figures. represent an increase of $.5 million and a decrease of $1.6 million over the prior years,
respectively.

Other

Capital appropriations of $14.5 million and $6.3 million. in fiscal years 2013 and 2012,
respectively, represent funds to renovate the STEM Center and Art Center as well as Rhode
Island Capital Plan Funds utilized by RIC to construct or acquire capital assets.

Due to the nature of piblic highe’r education, institutions incur a loss from operations. State
appropriations to RIC, reported as nonoperating revenue, are the primary resource for offsetting

the loss from operations.

Capital Asset and Debt Administration

The Rhode Island Board of Education submits a running five-year capital improvement plan to
the General Assembly and State Executive each year. The plan includés proposed capital asset
protection projects for RIC. The fiscal year 2015-2019 plan for RIC totals $217 million and
includes all projects underway and planned; whether funded or not. Thisplan forms the basis for
discussions on funding the various projects from all available funding sources. During fiscal
year 2013, RIC expended $14.9 million on plantrelated projects. RIC generally has funded its
capital plans through a combination of funds received from College operations, State of Rhode
Island Capital appropriation, and general obligation bonds. The execution of RIC’s capital
improvement plan is contingent upon approval and sufficient funding from the State.

In November 2010, the Rhode Island voters approved the issuance of $78 million General
Obligation Bonds to fund improvements the construction of a new chemistry building at the
University of Rhode Island, and 17 million for the renovation and consttuction of an addition to
the Art Center at Rhode Island College. Construction began in April 2012.

Z15.



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaundited) - Continued

June 30, 2013 and 2012

Capital Asset and Debt Administration - Continued

Capital Plan - Continued

In November 2012 the Rhode Island voters approved the issuance of $350 million General
Obligation Bonds to renovate and modernize academic buildings at Rhode Island College
including the tenovation, upgrade and expansion of health and nursing facilities on the campus
of Rhode Island College. The Colleége has selected a design firm for Craig Lee and Gaige Halls,
Selection of the design firm for the Fogarty is scheduled for the fall 0£2013.

Capital Assets _
At June 30, 2013, RIC had $125.3 million invested in capital assets, net of accumulated

depreciation. At June 30, 2012, RIC had $116.4 million invested in capital assets, net of
accumulated depreciatior. Included in RICs capital assets is $13.2 million in construction in
progress. Depreciation charges totaled $7.5 million for the current fiscal year, an increase of
$.6 million over the prior year. Legal titlé to all land and real estate assets is vested in the Rhode
Island Board of Education or the State of Rhode Island. A summary of the capital asset balances
is displayed below:

Summary of Schedule of Net Capital Assets

{Dollars in millions)

2013 2012 2011
Land and improvements $ 9.3 $ 94 S 6.0
Construetion in progress 13.2 3.0 4.3
Buildings and improvements 97.3 97.4 80.9
Furniture, fixtures, and equipment 5.5 6.0 5.7
Total $ 1253 $ 1164 $ 96.9
Major capital additions this year included:
Axt Center $ 10,752,162
Recreation Center Building and Equipment: 1,065,414
Murray Center New roofs and lobby tile 811,101
Steam Plant Renqvati_ons’ 528,354
Forman Center HVAC upgrades 482,979
Fire safety Improvements 448,140
I.ab renovations 415,396

-16 -



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Debt

At June 30, 2013 and 2012, RIC had $20.6 million and $21.1 million iz debt outstanding, 4
decrease of $.5 million. The table below sumimarizes the types of debt instruments:

Jume 30
{Dollars m mullions)
2013 2012 2011
General Obligation (Note Payable) $ 14 $ 1.5 $ 1.6
Premium on Bond Payable 0.7 - -
Revenue Bonds 18.5 C19.6 _ 20.3
Total $ 206 $ 211§ 21.9

Debt repayments made during the year were § 6.8 million.

In addition at June 30, 2013, RIC had a $15.5 million obligation to repay the State for funds
advanced to construct the new residence hall. This amount will be repaid over a thirteen-year
period with interest.

RIC hasno mdependent bonding authority. All bonds must be approved by and arranged through
the Rhode: Island Board of Education. All general obhgation and revenue bond related
indebtedness is: reflected on the financial accounts of the entity issuing the bonds. The Board’s

revenue bonds and Rhode Island general obligation bonds are rated by Moody’s and by Standard
and Poor. More detailed information about RIC’s Jong-term labilities is presented in Note 7 of
the financial statemerits.

Economic Factors that will Affect the Future

The seasonally adjusted unemployment rate for the State of Rhode Island, from which RIC
primarily draws students, was 8.9% in June of 2013 and 10.9% in June of 2012 which was an,
increase compared fo a 10.8% in June of 2011, according to the U.S. Bureat of Labor Statistics.
This change compares to 7.6 % and 8.2%, respectively, on a national level.

- 17 -



RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Feconomic Factors that will Affect the Future - Continued

Historically, in times of economic slowdowns, public colleges/universities have experienced
increases in their enrollments as unemployed and underemployed workers seek to update and
upgrade their skills. RIC cannot predict the extent to which enrollment may vary in the current
environment.

RIC submitted a balanced budget for fiscal year 2014. The State ptojects a potential budget
shortfall in fiscal year 2014. The 2014 appropriation of $39.0 million represents a $.5 million
reduction from 2013 and provides 35% of the College’s unrestricted funding.

Rhode Island College
Unrestricted Revenue History
20062014
70,000,000
60,000,000
56,000,000
40,000,000 S
30,000,006
wmmesnss Tt 21 FoES
20,000,000 : - s 13t Aol
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RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Economiic Factors that will Affect the Future - Continued

To support its strategic priorities. in this- financially challenging environment, RIC and the BOE
have taken the following actions:

RIC sﬁb_mitte_d a request to the BOE for one fee iticrease for fiscal year 2014. The tuition
and.fee mcreases for fiscal year 2014 ate less than 1.0% for both in-state.and out-of-state
students, 0.0% for in-state and ouf-of-state graduate students.

Despite the reductions in state funding, RIC’s current {inancial and capital plans indicate that
the infusion of additional financial resources from the foregoing BOE and management
actions will enablé it to majntain its present level of services. RIC has also attempted to
maintain affordability by limiting the size of tnition and fee increases. RIC continues o rank
well below other New England Comprehensive Public Institutions for tuition and fees.

Total Tuition &
Fees
Rhode Island College $7.602
Bridgewater State University: $8,053
Worcester State University $8,157
Central Connecticut State University $8.321
Framingham State University 38,480
Salem State University 38,530
Westfield State University $8,694
Western Connecticut State University $8,893
University of Southern Maine £8,920
Southern Connecticut State University $8.982.
Fitchburg State University $9,003
Eastern Connecticut State University $9,376
Lyndon State College $10,285
Castleton State College $10,286
Johnson State College $10,286
Plymouth State University $12,610
Keene State College $12,776
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RHODE ISLAND COLLEGE
(a Component Unit of the State of Rhode Island and Providence Plantations)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2013 and 2012

Reguest for Information

This financial report is designed to provide a general overview of RIC’s finances. Questions
concerning any of the information provided in this report or requests for additional financial
information. should be. addresséd to the Office of the Controller, Rhode Island College, 600
Mount Pleasant Avenue, Providence, Rhode Island 02908.
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RHODE ISLAND COLLEGE

(2 Component Unit of the State of Rhode Iskand and Providence Plantations)

Current Assels:
‘Cash and equivalents (Note 2)
Cash held by State Treasurer {Note 3)
Acoounts receivable; nel {Note 4)
Due from primaty government
Irivendory and other current assets
Current portion of pledges receivabie

Total Corrent Assets

Noneurrent Assats
Restricted cash and equivalents (Note 2)
Deporits with bond trusted- restricted
Pledpes vectivable
Deposits
Investments (Note 2y
Loaiis receivabie, net (Note 5)
Resiricted assels
Capital assefs, net of accumulated depreciation (Noke 6)

Total Noocurrent Assets

Total Assets

Curreat Liabilities: ]
Accotiits payable and.acorued liabilities
Compensated absences {Note j)
Student deposits and untamed revenues
Funds held for pthers
Curvent portion of bonds aid note'payable (Note 7y
Cuirrént partion of dite fo Sfate-of Rhiode Island (Note 73
Current porfien of anntiities payable

Total Corrent Lisbilites

Noncurrent Liabilitiesr
Compensated absences (Note 7)
Note aird bonds payable (Note 7)
Dut 1o State of Rhode Jsland (Note 7)
Annujties payable
Girant refimdablie (Note 8)

Total Noncoreent Liabilites
Total Liabilities
Neét Pasitiohs
Net investment in.capital asseis
Reéstricted:
Expendable (Note 9)
Nonexpendable
Unrestricted

‘Total Net Position

Se accomparying notes io the financicl statements.

Statements of Nef Pesition

June 30,2013 and 2012
Primary Government Component Unit
2013 012
2013 2012 Rhaode Istand Rhode Jsland
Rhode Island Rbode Island College Coliege
Coliepe College Foundation Foundation
sl
¥ 20,403,874 $ 22,872,096 S 1207 $  3is71
110,819 - - -
4,551,068 4,894,316 5,605 22,898
1,068,919 1,280,706 - -
504,954 569,337 3,193 4,257
- - 219,181 173,316
27,640,634 28,617,355 340,286 520,192
91,656 440,714 - E
- 1,415,452 - -
. - 809,147 970,042
. . 1,400 5,050
- - 12,831,968 20,832,504
3,976,328 4,081,029 - -
- e 092,856 839,036
125,301,439 116,397,601 7,843 16,360
129,369,224 122:334.886 24,643,114 22.713,892
5.-157.000.858 L.i5L952.241 $.24.983.500 R 23234084
izbilitics and Net Postiion
§ 8,534,987 $ 9,731,182 s 31,158 $ 254053
3,088,968 4,017,642 - .
2,024,965 2,875,595 - 6,300
837,239 57,765 446,607 400,517
868,221 756,417 - 5,657
389,649 842,582 . "
- - 57,449 57,449
VL4503 19,082,583 535,214 722,476
1,815,226 1,977,136 . -
18,698,365 20,386,565 - 2,272
14,632,456 15,522,106 . -
- - 188,761 212,171
3,564,655 3,619,099 . -
38,810,702 41,504,566 188,761 214,443
56,958,715 60,587 450 123,975 936,919
89,211,748 78,880,621 7,843 16,360
57,059 1,036,000 3,946,107 2,162,546
- - 16,678,104 15,724,578
10,785,326 11,439,131 4,227,581 3,793,881
5100854033 5,.9L364.752 L.24.250.508 $£.22297.165
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RHODE ISLAND COLLEGE
{a.Component Unit of the State of Rhede Island and Providence Plintations)

Statements of Revenués, Expenses and Changes in Net Position.

For the Years ended June30, 2613 and 2012

2013 2013
213 2002 Rhode Istand Rhode Island
College College Foundation Foundativn
Operating Revenues: _ _ _
Thition and fees § 05,553,138 ¥ 64,061,185 $ - $ -
Less: scholagship allowinces (19.454,138) (19.473.247) - ;
Nét Student Fees 46,099,100 44,587,043 . .
Auxiliary enterprises 19,059,342 19,321,733 - .
Federal, state, local, and private grants and contracts 23,055,574 31,042,062 " M
Sales and services of educational deparfments 5,641,556 5,517,214 - -
Total Operating Revenueéy 93855572 100,468,952 - -
Operatiiig Expenses {Note 11):
Instruction 45,063,842 42,359,230 - ~
Research 11,477,815 11,953,238 - -
Academic support 13,855,565 12,793,182 - -
Student services 8,678,249 8,125,083 - -
Scholarships and fellowships 6,423,977 6,813,273 417,278 383,150
Public service 1,244,480 1,090,335 - -
Operatioh and mzintenance of plang 14,349,926 14,013,961 - “
Institutional support 15,821,649 17,050,754 807,509 1,641,075
Depreciation and amortization 7,538,337 6,925,367 8,517 8,662
Auxiliary eiterprises 14,385,704 13,803,617 - -
Total Operating Expenses 138,839,548 . 134,028,040 1,233,304 1,432,887
Net Operating Loss (44,983,976} {34,459.088) {1.233.304) {1.432.887)
Ngndperﬁting Revepu 23 (Expenses): ]
State appropriations (Note 12} 38481426 38,239,607 - -
Gifts ) 89,591 - 1,373,;)25 3,280,421
Payments between the Coliege and Fourdation 280,906 395,450 {290,906) (395,450)
Net interest income 126,968 101,905, 1,964,964 23,561
Interest expense (L,777,758) {1,732,786) - -
Other 1,580,877 1,332,857 4,071 17,474
Net Nomoperating Révenues 38,793,018 38,337,043 3,561,154, 2,925 806
Increase {Decrease) in Nef Position Before Capital
Centributions and Transfers (6,190,958) 3,877,945 2,317,850 1,492,918
Capital Contriputions and Transfers
Capital appropriations (Note 12} 14,524,849 6,300,385 . .
‘Fransfer out . - - - (146,656}
Capita gifts from Foundation 355,490 418,657 (3585 490} {418,657}
Increase in Net Positivn 8,689,381 10,596,987 1,962,360 427,606
Net Position, Beginning of Year 91,364,752 80,767,765 22,297,165 21,369,559
Net Position, End of Year 1900054133  £.91364752  R.24259.815 5. 22297165

See accompanying notes ta the financiad statements.

?Pimaﬂ Governtnent

Component Unit
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Statements of Cash Flows

For the Years Ended June 30, 2013 and 2012

Cash Flows from Operating Activities:
Fuition, residence, dining and other student fees
Grants and contracts
Payments to suppliers:
Payments to employees
Payments for scholarships, fellowships and sponsored programs
Loans to students
Collection of Joans to students.
Other receipis

Net Cash Used by Operating Activities

Cash Flows from Noncapital and Related Financing Activities:

State appropriations
Other
Noricapital gifts and grants

Net Cash Provided by Noncapital and Related Financing Activities

Cash Flows from Capital and Related Financing Activities:
Capital appropriations
Proceeds from refinancing
Funds on deposit with bond trustes
Capital gifts and grants
Purchages of capital assets

Principal paid to State of Rhode Island and on note and bonds payable
Interest paid to State of Rhode Island and ¢n note and bonds payable

Net Cash Used by Capital and Related Financing Activities

-23 .

2013 2012
College College.
$ 65,730,670 $ 64,062,593
22,120,192 31,274,525
(26,654,453) (25,126,785)
(99,446,185) (93,820,779}
(6,423.977) (6,813,273)
(383,698) (355,447)
488,598 456,316
4,687,591 6,497,915
(39.881.262) (23.824,935)
38,482,426 38,239,607
1,616,024 1,261,248
296,906 395,450
40,389,356 39,896,305
14,524,849 6,300,385
6,205,283 .
1,415,452 8,402,644
355,490 418,657
(16,442,085) (26,335,584)
(7,623,662) (2,286,000)
(1,777,750) (1,732.786)
(3,342:423) (15.232.684)




RHODE ISLAND COLLEGE
(2 Component Unit of the State of Rhode Island and Providence Plantations)

Statements of Cash Flows - Continued

For the Years Ended June 30, 2013 and 2012

Cash Flows from Investing Activities:
Interest income

MNet Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Equivalents

Cash and Equivalents, Beginning of Year

Cash and Eqaivalents, End of Year

Reconciliation of Net Operating Loss to Net Cash
Used by Operating Activities:
Net operating Ioss
Adju'sunents'to recondile net operating loss to net cash
used by operating activities:
Bad debts
Depreciation
Changes in assets and liabilities:
Accounts receivable:
Inventory atid other ¢urrent assets
L.oans receivable
Accounts payable and accrued liabilities
Compensated absences
Funds held for others
Student deposits and unearned revenues
D¢ fiom State of Rhode Island

Net Cash Used by Operating Activities

See decompanying notes to the financial statements,

2013 2012
College College
¥ 126,968 3 101,905
126,968 101,905
(2,707,361) 940,591
23,313,716 22,373,119
$ 20,606,349 23313710

$ (44,983,976)

$ (34,455,088)

1,272,682 1,387,219
7,538,337 6,925,367
(894,117) {1,676,122)
64,383 83,580
104,500 100,869
(1,197,201) 2,293,358
(90,584) 97,163
(20,526) (176,621}
(850,630) 1,003,771
(824,530} 595,569
’ (33,804,
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Note'l -

Notes to the Financial Statements

June 30, 2013 and 2012

Summary of Sienificant Accounting Policies

Organization _
Rhode Island College (the “College”), founded in 1854, is a comprehensive public

institution of higher education in-the State of Rhode Island that offers undergraduate
and graduate programs in the liberal arts and sciences and in a variety of professional
fields. The College is supp()rted by the State of Rhode Island as its only
comprehensive college, and is part of the system of ‘public higher education that
includes the: Community College of Rhiode Island (CCRI) and the University of
Rhode Island (URY), with which ‘matriculation agreements exist for student transfer

within the system.

The College, a- component unit of the State of Rhode Island and Providence
Plantations, is governed by the Rhode Island Board of Education (the Board), a ‘bedy
politic and corporate established under Chapter 97 of Title 16 of the General Laws of
Rhode Island. The Board consists of public members appointed by the Governor.

The Rhode Island Office of Higher Education, which operates under the direction of
the Commussioner of ngher Education, is the administrative and research arm of the
Board, The Board isnot a department of state government but an independent public
corporation vested with the responsibility of providing oversight for the system of
public education in Rhode Island. The public higher education system consists of

three entities: the University of Rhode Island, Rhode Island College, and the

Comimunity College of Rhode Island. Amculatmn agreemients exist between the
schools for student transfer within the system.

In June 2012, the Rhode Island General Assembly approved a reorganization of the
entire Rhode Island system of public education. The Rhode Island Board of
Education (BOE) was established, effective January 1, 2013, to assume all the powers
and duties ¢tirrently vested in the Board of Governors and in the Board of Regents for
Elementary and Secondary Education (BOR). The Board of Goveinors and the BOR
ceased to exist as of January 1, 2013. The Office of Higher Education will be
abolished on July 1, 2014. ‘The BOE established an Executive Committee
(Committee) consisting of the presidents of the University of Rhode Island, Rhiode
Island College, and the Comrmunity College of Rhode Island, as well as the
Commissioner of Higher Education and the Conunissioner of Elementary and
Secondary Education fo determine the way in which public education in Rhode Island
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RHODE ISLAND COLLEGE

(a2 Component Unit of the State of Rhiode Island and Providence Pléniations)

Note 1 -

Notes to the Financial Statements - Confinued

June 30, 2013 and 2012

Sumpmary of Significant: Accounting Policies - Continued

QOrganization - Continued

should be organized. All recommendations by and information from the Committes
will be vetted by the BOE. BOE will submit a final plan for the administrative
structure of higher education no later than Fall 2013 to the General Assembly and the

Govemor.

Basis of Presentation

The accompanying financial statements have been prepared using the ecoricmic
resources measurement focus and the accrual basis of accounting in accordarice with
U.8. generally accepted accounting principles as prescribed by the Governmental
Accounting Standards Board (GASB). Revenues are recorded when carned and
expenses are recorded when a liability is iticurred, regardless of the timing of related
cash flows. Grants and sirpilar items are recognized as revemue as soon as all
cligibility requirements have been met. The College has determined that it fanctions
as a Business Type Activity, as defined by GASB. The effect of interfund activity has
been eliminated from these financial statements. '

The College’s policies for defining operating activities in the statements of revenues,
expenses and changes in net assets are those that generally result from exchange
transactions: such as the payment received for services and payment made for the
purchase of goods and services. Cettain other fransdctions are reported ag
nopoperating activities in accordance with GASB Statement No, 35. These
nonoperating activities include the College’s operating and capital. appropriations
from the State of Rhode Island, net investment income, gifts, and interest expense.

The accompanying statements of revenues and expenses, and statements of changes
in net assets demonstrate the degree to which the direct expenses of a given function.
are offset by program revenues. Direct expeénses are those that are clearly identifiable
within a specific furiction. Program revenues primarily inchide charges to students or
others who enroll or directly benefit from services that are provided by a particular
function. Items not meeting the definition of program revenues are instead reported as
general revenue.
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Noté 1 -

Netes to the Financial Statements - Continued

June 30, 2013 and 2012

Simmary of Signiﬁcan_t Accounting Policies - Continued

Rhode Island College Foundation :

Rhode Island College Foundation (the “Foundation”) is a legally separate tax-exempt
component: unit of the College. The Foundation acts primarily as -a fund-raising
organization to supplement the resources that are available to the College in support
of its programs. The Board of the Foundation is self-perpetuating and primarily
consists of graduates and friends of the College. Although the College does not
control the timing or the amount of receipts from the Foundation, the majority of
resources, received or held by the Foundation are restricted to the activities of the
College by the donors, Because. these resources held by the Foundation can only be
used by, or are for the benefit of the College, the Foundation i§ considered a
component unit of the College and is discretely presented in the College’s firancial

statements.

During the years ended June 30, 2013 and 2012, the Foundation distributed
approximately $646,400 and $814,000, respectively, fo the College for both restricted
and unrestricted purposes. The Foundation is a private nonprofit organization that
reports in accordance with standards of the Financial Accounting: Standards Board
(FASB), including ASC 958:205, Presentation of Financial Statements for Not-for-
Profit Entities, and ASC 958-605; Revenue Recognition for Not-for-Profit Entities.
Accordingly, certain revenue recognition criteria and presentation features are
different from GASB revenue recognition criteria and presentation features. No
modifications bave been made to the Foundation’s financial information in the
College’s financial reporting entity for theseé differences.

Complete financial statements for the Fotndation can be obtained from: Office of the
Controller, Rhode Island College, 600 Mount Pleasant Avenue, Providence, Rhode

Island 02908,
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RHODE ISLAND COLLEGE

(a Comiponent Unit of the State of Rhode Island and Providence Plantations)

Note 1 -

Notes to the Financial Statements - Continued

June 38, 2013 and 2012

Summary of Significant Accounting Pelicies - Continued

Net Position _
Resources are classified for accounting purposes into the following four net position

categories;

Net investment in capital assets: Capital assets, net of accumulated depreciation and
of outstanding principal balances of debt and other obligations attributable to the
acquisition, construction, repair or iimprovement of those assets.

Restricted — expendable: Net position whose use is subject to externally imposed
conditions that can be fulfilled by the specific actions of the College or by the passage

of iime.

Restricted -~ nonexpendable: Net position subject to externally imposed ¢onditions
requiring the College to maintain them in perpetuity.

Unrestricted: All other categories of nef position: Urrestricted net position may be
designated by the College.

The College has adopted a policy of generally utilizing restrzcted»expendable funds,
when available, prior to unrestricted funds. The College’s unrestricted net position at
June 30 represent goods and services that have not yet been received and normal
working capital balances maintdined for auxiliary enterprise and departinental

activities,

Cash and Equivalents
Cash and equivalents consist entirely of highly liquid debt instrumients with an

original maturity date of three months or less,

Inventories o
Inventories dre -stated at the lower of cost (first-in, first-out and retail inventory
methods) or market, and consist of dining center food supplies and bookstore items.
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Note 1 -

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Sumiinary of Significant Accounting Policies - Continued

Capital dssets

Real estate assets, including improvements, are generally stated at cost. Fuinishings
and equipment are stated at cost as of date of acquisition or, in the case of gifts, at fair
value as of date of donation. Tn accordance with the Board’s capitalization policy, all
land is-capitalized, regardless of value. Vehicles, equipment, computer software for
internal use, arid works of art and historical treasures with a unit cost. of at least
$5,000 are capitalized. Building, Ieasehold and infrastructure improvements with a
unit cost of $50,000 or more are capitalized. Interest costs on debt related to capital
assets are capitalized during the construction period and. then depreciated over the life
of the project. The College did not capitalize any interest costs during the years ended
June 30, 2013 and. 2012, College capital assets, with the exception of land and
construction. in progress are depreciated on a straight-line basis over their estimated
useful lives, which fange from 5 to 30 years. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend assets lives are

not capitalized,

Compensated Absences and Salary Reduction Plan

Certain College employees are granted vacation and sick leave in vatying amounts. In
the event of termination, an employee is paid for accumulated vacation.and sick days
allowable in accordance with the applicable union contract of in the case of non-
union personnel, according to State or College policy.

Amounts of vested and accumilated vacation and sick leave are reported as accrued
compensation and benefits. Amounts are defermined based upon the compensation
rates in effect as of the balance sheet date.

Amounts related to Salary Reduction Plans adopted during fiscal years 1991, 1992
and 1993 can be distributed in the form of paid leave, payment: at the time of
sepatation from the College or to an employee’s estate. Amounts related to a. fiscal
year 2009 plan not used or elected for payment before June 15, 2012 was cancelled.
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Note 1 -

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Summary of Significant Accounting Policies - Continned

Post Employment Benefits .

GASB 45, Accounting and Financial Reporting by Employers Jor Posteniployment
Benefits Other than Pensions requires governments fo account for other
postemployment benefits (OPEB) on the accrual basis, rather than pay as you go
(cash basis). Furthermore, the determination of the OPEB liability is dependent upon
the type of plan in which the employer participates. Effective J uly 1, 2011, the State
of Rhode Island. established an independent corporation titled the OPEB Board, to
manage OPEB benefits for all state government employers including the College. A
separate legal OPEB entity classified as a cost sharing multiple employer, as
established by the State, assesses annually a contractual obligation based on the
plan’s parameters to each participating employer.

To the extent the employer does not pay contractual obligation, they will have an
OPEB related hability. However, in the case of a cost-sharing plan, the ultimate

responsibility for OPEB labilities remains with the OPEB entity,

Health Insurance

The State offers one state paid health plan to each of its participating agencies. The
premiums for these plans are divided among the agerncies based upon their numbet of
eligible ertiployees. All employees share in healthcare costs. Employee co-pays range
from 13% to 15% of healthcare premiums for non-classified staff and from 15% to
35% for classified employees. The costs are automatically deducted through the
payrol} syster on a bi-weekly basis. Amounts paid by the College for the 2013 and
2012 health premiums amounted to approximately $10,551,000 and $10,721,000,
respectively. Employee contributions for 2013 and 2012 were approximately
$1,685,000 and $1,598,000, respectively

Assessed Fringe Benefit Administrative Fund _
In July 2000, the State established the Assessed Fringe Benefit Administiative Fund,
This- fund is used to make all payments relating to workers” compensation charges,
unemployment payments and payments to employees for unused vacation and sick
leave at the time of retirement or termination from State service. The State funds this
account by assessing a charge based on bi-weekly payrolls of all State agericies. The
fringé benefit assessment rate for fiscal year 2013 was 3.75% for non-faculty and
3.32% for faculty and for 2012 was 3.75% for non-faculty and 3.30% for facuity.
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RHODE ISLAND COLLEGE

(2 Component Unit of the State of Rhode Island and Providence Plantations)

Note 1 -

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Summary of Significant Accounting Policies - Continued

Assessed Fringe Benefit Administrative Fund - Continued
The assessed fringe benefit cost for the College for fiscal year 2013 and 2012 was
approximately $1,890,000 and $1,863,000, respectively.

Student Deposits and Unearned Revenite
Déposits and advance payments received for tuition and fees related to certain
summer programs. and tuition received for the following académic year are deferred

and are recorded as revenues as earned.

Student Fees
Student tuition, dining, residence, and other fees are presented net of scholarshlps

applied 1o students’ accounts, Certain other schoiarshap amounts are paid directly to,
ot refunded to, the student and are reflected as expenses.

Funds Held for Others | |
The College holds funds for student and other organizations affiliated with the

College.

Zax Statits 7 _
The College is a component unit of the State of Rhode Island and Providence
Plantations and is therefore generally exempt from income taxes under Section 115 of

the Internal Revenue Code.

Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted

accounting principles requires managenient to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and labilities at the date of the financial statements and the reported. amoutits of
revemies and expenses during the reporting period. Actual results could differ from

those estimates.

Risk Management |
Insurance is mainfained for general liability, property and casualty, workers’
compensation, unemployment and employee health and life insurance claims.
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Note 1 -

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Summary of Significant Accounting Policies - Confinued

Risk Management - Continued _

The College is insured for general Hability with limits of §1 million per occurrence
and $3 million in the aggregate with a $25,000 deductible as well as 4 $25 million
umbrella. Coverage under the General Liability Policy extends to employed health
care providers, excluding physicians who have separate coverage. This policy does
not apply to actions relating to federal/civil rights, eminent domain, and breach of
employment contract or educational contract. Siuch claims are insured under a
sepdrate policy for wrongful acts with limits of $4 million per claim and $4 million
for the annuval aggregate with a $150,000. deductible. Crirne coverage for college
emiployees is carried with a limit of $25 million with a $150,000 deductible.

Asan agency of thé State of Rhode Island and Providence Plantations, the College
participates in a group property program. Buildirngs and contents carry a-$100,000 per
occurrence deductible with a limit of $200 million. A separate inland marine policy

insures specifically listed high value property items such as computer equipment,

valuable papers, fine aris, contractor’s equipment, and miscellaneous property at
various limits of insurance and deductibles.

All vebicles are owned by the State, which insures them for liability through an
outside carrier. The policy is a loss retrospective program where premiums can be
adjusted for claims incurred. Workers’ compensation, unemployment, and employse
health and life insurance claims are selfiinsured and managed by the State. The
amounts of settlement have not exceeded Insurance coverage in each of the past three

years:

Reclassification
Certain reclassifications have been made to the 2012 financial statements of the
College and the Foundation to conform to the 2013 presentation,
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RHODE ISLAND COLLEGE

(a Component Unit of the State of Rhode Island and Providence Plantations)

Note1 -

Notes to the Financial Statements - Conﬁnuéd

June 30,2013 and 2012

Suinmary of Significant Accounting Policies - Continued

New Governmental Accounting Pronouncements

GASB 60, Accounting and Financial Reporting Jor  Service Concession
Arrangements, effective for petiods beginning after December 15, 2011, established
accounting réquirements for arrangements between a tranisferor and operator (SCAs)
in which (a) transferor conveys to the operator the right and related obligation to
provide services through the use of infrasiructure or other pub] ic asset in exchange for
sigpificant consideration and (b) the operator collects and is compensated. by fees
from third parties. This statement applies-only to arrangements meeting specific
criteria determining whether a transferor retains control over the public asset. The
College does not current have any SCAs and therefore GASB 60 did not have a
material impact on the financial statements.

GASB 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources, and Net Position, effective for periods beginning aftér December 15,
2011, provides financial reporting guidance, Deferred outflows are the constmption
of net assets and deferred inflows are the acquisition of net assets, applicable to future
reporting periods. Net position is identified by Concepts Statement No. 4 as the
residual of all other elements presented in a statement of financial position and
requires the. incorporation of deferred outflows and inflows into the required
components of the residual measure and renaming that measure, kriowri prevxously as
net assets, as net position. The College implemented the financial reporting guidance
inchuded in this statement.

GASB 68, dccounting and Financial Reporting for Pensions—an amendment of
GASB Statement No. 27 is required for penods beginning after June 15, 2014. The
primary objective of this Statement is to improve accounting and financial reporting
by state and local governments for pensions. It also improves information provided
by state-and Jocal governmental employers about finaticial support for pensmns that is
provided by other entities. This Statement resuits from a-comprehensive review of the
effectiveness of ex:stmg standards of accounting and financial reporting for pensions
with regard to providing decision-useful information, supporting assessmerts of
accountabilifty and inter-period. equity, and creating additional transparency.
Management is in the process of reviewing this statement and its potential effect upon
their financial reporting.
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Note 1 -

Note 2 -

Notes to the Financial Statemenfs - Continuned

June 30, 2013 and 2012

Summary of Significint Accounting Policies - Continued

New Governmental Accounting Proviouncements - Continued :
GASB 69, Government Combinations and. Disposals of Governmeni Operations is

required for periods ending after December 15, 2013, This Statement establishes

accounting and financial reporting standards related to government combinations and

disposals of government operations. As used in this Statement, the térm govérnment
combinafions includes a variety of transactions referred to as mergers, acquisitions,

and transfers of operations. Management is in the process of reviewing this statement

and its potential effect upon their financial reporting. It does riot éxpect any material

impact.

GASB 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees, is required for periods beginning after June 15, 2013. This Statement
requires a state or local government guarantor that offers a nonexc'hange financial
guarantee. to another orgamzatmn or government to recognize a hablh‘ty on its:
financial statements when it is more likely than not that the guarantor will be réquired
to'make a payment to the obligation holdeérs under the agreement. Management does
not believe the statement will have a material effect on the financial statemerits.

Cash, Egiivalents and Fnvestments

Cash.and Equivalents

The College’s policy is in accordance with Chaptér 35-10.1 of the R.I, General Laws
regarding depository institutions holding deposits of the State, its agencies or
govermental subdivisions of the State, which indicates that they shall at a minimum,
insure or pledge cligible collatéral equal to one hundred percent of time deposits with
maturities greater than 60 days. Any of these institutions which do not meet
minimum capital standards: preseribed by federal regulations shall insure or pledge
eligible collateral equal fo one hundred percent of deposits, regardless of maturity.

The College does not have a policy for custodial credit risk associated with deposits.
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Note 2 -

Note 2--

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Cash, Equivalents and Investments - Continued

Cash and Equivalents - Continved

- Dreposits are exposed t6 custodial credit risk if they are not covered by depository

insurance and the deposits are:
a) Uncollateralized,
b) Collateralized with secutities held by pledging financial institufion, or

¢) Collateralized with securities held by the pledging financial institution’s trust
department or agent but not in the depositor govertimerit’s name.

Bank balances covered by federal depository insurance (FDIC) at June 30, 2013 and

2012 approximated $422,000 and $448,000, respectively. In addition, approximately

$20,978,000 and $22,148,000, réspectively, was collateralized with securitiés held by
the pledging financial institution in the College’s name. These balances reflect FDIC
insutance and guarantee programs in effect at their respective periods. None of the:
cash deposits of the College were required to be collateralized at June 30, 2013 and
2012,

Deposit with Bond Trustees - Restricted

The deposit with bond trustees is invested in money market funds with First
American Government Obligations Fund. These funds were uninsured, but invest
exclusively in short-term U.S. Treasury obligations, including repurchase agreements
secured by U.S. Treasury obligations. As of June 30, 2013, the First Ametican
Government Obligations Fund had a rating of AAAm by Standard & Poor’s and Aaa-
mf by Moody’s.

Cash, Equivalents and Investments - Continved

Investments ‘

The Rhode Island Board of Education has a policy stressing preservation of principal
and Himiting deposits to federally insured and other financially secured accounts. The
College predominantly invests in short to medium term cash and similar vehicles.-
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Notes to the Financial Statements ~ Continued

June 30, 2013 and 2012

Cash, Equivalents aid Jevestments - Continued

Investments - Continued

Foundation investments in marketable securities with readily determinable fair values
and all investments in debt securities are valued at their fair values in the statements
of net position. The Foundation records purchased securities at quoted market value
on the date of réceipt. Other contributed assets are recorded at appraised value at the
time of donation, Unrealized gains and losses are reflected in. the statements of
revenues, expenses and changes in net position.

The Foundation pools the investments of its various funds. The income from such
investments and the realized and ‘unrealized gains and losses on the investments are

allocated to the participating. funds based on book value of the fund groups. The

June 30, 2013 and 2012 investment portfolio concerifrations are as follows:

Common stocks
Government securities
Cash equivalents

Common stocks
Government securities
Cash equivalents

Foundation 2013 .
Amount Percentage

$ 15,920,021 T0%
6,001,111 26%
910,836 4%

$ 22,831,968 ‘ 100%

Foundation 2012

Amount Percentage
$ 13938155 67%
5,797,148 28%
1,097,201 5%

$ 20832504 - 100%
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June 30, 2013 and 2012

%

Note2 -  Cash, Equivalents and Investments - Continued

Restricted Cash N
Restricted cash-includes the following at June 30:
College
_ 2013 2012
Grant fund $ - % 360,560
Lodn fund 91,656 80,154
$ 91,656 % 440,714

Note 3 - Cash Held by State Treasurer

Cash held by State Treasurer represents accrued expenses fo be funded from state
appropriated funds at June 30, 2013. The College has recorded a comparable dollar
amount of cash held by the State Treasurer for the benefit of the College.

Noted - Accounts Receivable

Accounts receivable, all of which are anticipated to be collected within one year,
miclude the following at June 30:

2013 2012
Student accounts receivable : $ 2,595,564 § 3,550,721
Grants réceivable 3,952,646 2,922,017
Other receivable ‘ 104,223 631,615

6,652,433 7,104,353
Iess: allowance for doubtful accounts (2,136,682) (2,210,037
Total, net accounts receivable $ 4,515,751 § 4,894,316
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Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Noté 5~ Loans Receivable

Loarns receivable include the following at June 30:

2013 201
Perkins loans receivable $ 5,284,518 $ 5,342,993
Nursing loans receivable 34,434 36,212
5,318,952 5,379,205
Less: allowance for doubtful accounts (1.342.823) ( 1,29&176 )

$3976129 S 4081029
Note'6 - Capital Assets

Capital assets of the College consist of the following at June 30:

2013
Estimated
tiv es Beginning ) Ending
(in years) balance Additions Retirements  Recla ssifications balance
Capital asseis notdeprecipted:
Construction in progress - 5 3,591.808 5 10,836,677 -5 (1,253,324 8 13,175,161
Lang - 2,130,968 - - = 2,230,968
Total pot
depreciated 5,822 176 10,836,677 - {1,253,324) 15,406,129
Cupital assets depreciated:
Land improvements 1525 12,666,991 510,429 - - 13,178420
Buildings, inclnding _ _
improvements. 10 - 30 170,264 388 4,074,091 . 1,253,324 115,521,803
Fumishings angd equipment 515 23,378,650 1,020,888 -~ - 26,396578
Total depreciated 208,301,669 5,605,408 _ - 1,253,324 215,159,801
Total capital asséts 214,123 845 16,442,085 - - 230,565930
Less: accamulaled depieciation: ‘ ) )
Land improvements —— 5,420,712 673,?79 - - 61 88501
Buildings and improvements — 72,898 086- 5,516,898 - - 18,414,984
Fumishings and-equipment’ . 19,398,345 1,342,660 - - 20,741,006
Total accumilated N ! B
deprediation 97,7261 54 7,538,337 _ - - 105,264,491
Capital asgers, net § 116,397,691 § 8,963,748 §% - 3 - % 125301439
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Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Note 6 - Capital Assets - Continued

Capital assets of the College consist of the following at June 30:

012
Estimated ]
lives Beginning . Ending
{in years) balance Additions Retiremenfs  Reclassifieations Daldnee
Capital assets nof depreciated: o
Construction in progress — § 4352473 %8 3114269 § - & (3874934} % 3,595,808
Land — 2,230,968 - - - 2,230,968
Totakhnot . .
depieciated 6,583,441 3,114,269 = (3,874 9343 5,822,716
Capital assets depreciated:
Land improvements 15 -25 8,699 229 3961,762 - “ 12,660,991
Buildings, including
improvements 10 -30 148,606 551 17,782,903 - 3,874,934 170,264,388
Furnishin gg and equipmetit 5-15 23,892 040 1476,650 - - 25375,680
Total depreciated 181,204,820 23,221,318 - 3874934 208 301,069
Total capitai assets 187,788 261 26,335,584 B - 214,123,845
less: accumbiated depreciation: B
Land improvements —_ 4,875,046 554,676 _ - - 5429722
Buildings and improvements — 67,741,006 5,157,080 - " 72,898.086
Fumishings shd equipm ent — 18,184,735 1,213,611 - - 19,398,346
Total accumulated ]
depreciation 90,800,787 6,925 367 - - 97,726,154
Capil assets, net 3 96987474 5 19410217 § - - & 116,397,681
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Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Note 7- Long-Term Liabilities

Long-term liabilities consist of the following at June 30;

. _ 2013
Beginning Ending Current
balance Additions Red ucﬁa_:_:s_ ~ balance portion
Note and bonds payable: ‘
WNote payable g 1,524,962 § - 5 92,659 § 1,432,303 % 97,825
Premium on Bond Payable 688,754 _ 688,754 62,614
Reveniue ionds payable 19,618,020 5,516,529 6,688,020 18,446,529 708,782
Total note and .
bonds payable 21,142,982 6,205,783 6,786,672 20,567,586 869,221
Other long-term liabilities:. , _
Due to State of Rhode Island 16,365,088 - 842,983 15,522,105 889,649
Compensated absences’ 5,994,778 - 90,584 5,504,194 3,988,968
Totdl lotig-tesmn .
liabilities §_ 43502848 & 6205283 4 1914246 5 41993885 § 5,747,838
2012 :
Beginning Ending Cuirrent
balance Additions: Reductions balance poriion
Note and bonds payable: _ )
Note payable 3 1,612,727 $ - 3 87,765 § 1,524,962 § 92,659
Revenue bonds payable- 20,260,290 - 642,770 19,618,020 663,158
Total rofe and .
bonds pavable 21,873,017 = 730,035 21,142,982 756,417
Other long-term labilities: _ _
Due to State of Rhode fsland 17,921,053 - 1,555,965 16,363,088 842,982
Compensated absences 5,897,615 . 97163 - 5,994,778 4.017.642
Teial long-ferm ) ‘ )
liabifities $ 45691685 § 97,163 § 2,286,000 § 43502848 $ 5,617,041
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Notes to the Financial Statements - Continuved

Juane 30, 2013 and 2012

Note 7- Long-Term Liabilities - Continued

Bonds and Notes Pavable
The following is a summary of the College’s long-term debt at June 30:

June 30

2013 3077

Rhode Island Heéalth énd Educational Building
Corporation Higher Education Facility R ¢venue
Bonds, Series 2'0_1 0 A. The bonds original amount
issued was $10,280,000, carry interest ratey ranging
from 2.75%-5.00%:. The bonds are due in varying
apnual instaliments from $130,000:8700,000,
plus interest, through September-15, 2044. $ 10,015000 ¢ 10,150,600

Rhode Island Health and Educational Building
Corporation Higher Education Facility Revenue
B onds, Serjes 2013 D. The bonds, original amount
issued $4,501,756, carry inlerest rates ranging from
2.0%-5.0%: The bonds are due.in varying
annugl installments from $330,902-§508,504,
plus interest, through: September 15, 20273, 4,501,756 i

Rhode Island Health and Educational Building
Corporation Higher Education Facility Revenue
Bonds, Seriés 2003 B. The bonds criginal amount
issued $7,771,512, Carry interestrates ranging ffom
4:40%-5.625 % The bonds are due.in varying
annual installments from $229,075-8587,125,
plus interest, through September’15, 2023, — 5,348,640
These bonds wére refingnced with Series 2013D,

Rhode Island Health and Educational Building
Corporation Highier Education Facility Revenue
B onds; Series 2005 E. The bonds original amount
issued was $3,530,000, carry interest rates
ranging from 3.50%-4.50%. The bonds are due
in varying annual installments from $25,000-
$230,000, plus interest, through September 15, 2030, 2,915,000 3,020,000

Rhgde island Health and Educational Buiiding
Corporation Higher Education Facility Revenue
Bonds, Series 201 3 B. The bonds original amount
issued - was $1,409,964, carry interest rates
rariging from 2.0%-3.0%. Thebonds are due
in varying annualinstallments from $81,396 - .
$105,494, plus interest, through September 15, 2023. 1,014,773 —_
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June 30, 2013 and 2012

Note 7 - Long-Term Liabilities - Continued

Bonds and Notes Payable - Continued

June 390

2013 2012

Rhode Island Health and Educational Building
Corporation Higher Education Facility Revenue
Bonds, Series 2003 C. The bonds original amount
issued was $1,409,964, carry interest rates ranging
from 4.40%-5.625%. The bonds are due in
varying annual instaliménis from $8,025-
$117,1685, plus interest; through September 15, 2023.
These bonds were refinaniced with Series 20138, $ — % 1,089,381

United States Department of Edusation Note Payable
used to renpvate and festore the Sylvan R. Forman.
Center. The note original amount issued $2,561,000,
is.payable in Jevel semi-annual instaliments of
$87,637, including interest at 5.5%, through
February 1, 2024. 1,432,303 1,524,961

$ 19,878,832 & 21,142,982

On June 18, 2013, the Rhode Island Health and Educatiofial Building Corporation
{the' Corporation) issued the Auxiliary Enterprise Revenue Refiniding Issue, Series
2013 A, B, C and D in par amcunts totaling $51,405,000. The proceeds of these
bonds were used to defease the outstanding obligations of the College relative to the
College’s previous Series B and C issues of 2003 as well as outstanding obligations
4t the Umversny of Rhode Jsland and the Community College of Rhode Island. The
College’s share of the remaining principal on the Series 2003 B issue was $4,997,174.
The Colleges share of the remaining principal on the Series 2003 C issue was
$1,027,089. The new amount outstanding for the 2013 D issue is $4,501,756 and the
2013 B issue is $1,014,773.

The Series 2005 E, 2003 B and 2013 D, bonds are collateralized by the revenues of

the auxiliary entérprises operated under the authority of the BOE. The Series 2010 A
bonds are-collateralized by fees generated by the related facilities.
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Note 7 -

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Long-Term Liabilities - Continued

Bonds and Notes Pavable - Continued
Principal and interest on notes and bonds payable for the next five years and in

subsequient five-year periods are as follows:

Principal Interest Total
Year ending June 3¢: )
2014 $ 806,607 § 829,804 5 1,636.411
2018 774,577 865,828 1,636,405
2016 802,898 834,871 1,637,769
2017 839,016 799,472 1638488
2018 876,807 762,150 1,638,957
2019-2023 4,995,628 3,190,412 8,186,040
2024-2028 3,267,299 2,172,066 5439365
20292033 2,790,000 1,499,225 4,289,225
2034-2038 2,735,000 853,875 3,588,875
2039-2043 1,995,000 153,125 2,148,125

$ 19,878,832 $ 11,960,828 § 31,839,660

Interest expense for the years ended. June 30, 2013 and 2012 were $1,035,368 and
$979,231 respectively..

The Series 2013 B Bonds and 2003 C Bonds were issued by RIBEBC and are secured
by all educational and general revenues derived by the College, except auxiliary
enterprise revenues. The proceeds of the Series 2013 B Bonds were used o refund
the. 2003 € Bonds. Theré was an economic gain (difference between the present
value of the old and new debt service payments) of approximately $508,000.

The State of Rhode Island has issued. bonds for the development of certain College
facilities. These bonds are not obligations of the College and, therefore, are not
recorded as liabilities in the accompanying financial statements.

Due to State of Rhode Island

As part of a $30 million general obligation bond issuance authorized by the voters for
the constiuction of a new residence hall, the College agreed to repay the State $20
million. The residence hall was completed in September 2007, at which time the
College commenced repaymeént over the remaining life of the bonds which bear
interest af rates ranging from 3% to 5%. In addition, the $10 million, for which the
State remained as the primary obligor, was recorded as a capital appropriation by the
College.
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Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Note 7- Long-Term Liabilities - Continued

Due to State of Rhode Island - Continued
Principal and interest on bonds payable on the new tesiderice ball for the next five

years and in subsequent five-year periods are as follows:

Principal Interest Total
Years ending June 30:
2014 & 889,649 & 748368 3§ 1,638,017
2015 936,316 705,310 1,641,626
2016 986,316 658,143 1,644,455
2017 1,032,982 608,477 1,641,459
2018 1,082,982 557,992 1,640,974
20192023 6,228,246 1,984,498 8212,744
20242028 4365614 465,405 4,831,019

$ 15522305 % 5,728,193 § 21,250,298

Interest expense for the years ended June 30, 2013 and 2012 were $739,668 and
$824,335 respectively.

Note 8+~ Grant Befundable

The College participates in the Federal Perkins Loan and Nursing Loan programs.
These programs are funded through a combination of federal and institutional
resources, The portion of these programs that ‘has been funded with federal funds is
ultimately refundable back to the U.S. government upon the termination of the
College’s participation in the program.
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Notes to the Financial Statements - Continuned

June 30, 2013 and 2012

Note 9 - Restricted Net Assets

The College is the recipient of funds that are subject to various external constraints
upon their use, either as to purpose or time. These funds are composed of the
following at June 30:

2013 2012
Restricted — expendable:
College grant funds $ - § 258,756
Capital project programs 57,059 777,244
$ 57,659 $ 1,036,000

Note 10 - Contingencies

Varjous lawsuits are pending or threatened against the College that arose from the
ordinary course of operations. In the opinion-of management; no litigation is now
pending, or threatened that would rnaterially affect the College’s financial position.

Theé College receives significant financial assistance from fedéral and stite agencies
in the form of grants. Expenditures of funds under these programs require compliance
with the grant agreements and are subject fo audit. Any disallowed expenditures
resulting from such audits becomne a liability of the College. In the opinion. of
management such adjustments, if any, aré not expeécted to materially affect the
fitancial condition of the College.
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Note 12 -

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Operating Expenses.

The College’s operating expenses, on & natural classification basis; are as follows for
the years ended June 30:

2013 2012
Coinpensation and benefits 0§ 98176374 § 95203231
Supplies and services 26,700,860 - 25,986,169
Depreciation and amortization 7,538,337 6,925,367
Scholarships and fellowships 6,423.977 6,813,273

$ 138,839,548 § 134,928,040

State Appropriations

Direct Agggr.qgriatibns _
Pursuant to Rhode Island General Law 16-59-9, the legislative enacted budget reflects

the budget passed by the General Assembly and signed by the Governor as well as
any reappropriations made by the Govemnor for fiscal year 2013. The Board reviews
and approves the unrestricted and restricted budgets and makes recommendations to
the Governor and General Assembly for revisions fo the current year’s budget and the-
ensuing year’s budget for the entities it oversees. As part of the College’s annual
budget process for unrestricted and restricted funds, the General Assembly allocates
specific amounts in the budget which are aliocated for the following categories:

(1) salaries and ‘wages; (2) operating expenditures; and (3) outlays for personnel
costs, utilities; repairs, capital, and student aid, as well as'the overall budget allocation.

State Capital Plan Funds

The Rbode Island Capital Plan Fund (RICAP) was modeled on a financial technique
originating in the State of Delaware. In fiscal year 2013, the State resérved 5% of its
general revenues to fund a Budget Resérve Fund and is scheduled to reserve 5% in
fiscal year 2014. Once the fund reaches a maximum threshold (3% of revenues), the
balance is transferred to the RICAP Fund. The RICAP Fund is use_d for capital
expenditures and for debt reduction: The technique is a “pay-as-you-go” process that
avoids increasing the state’s debt burden. Higher education has received off-budget
allocations through this program since fiscal 1995. Funds appropriated by the State
Jegislature to the College in fiscal years 2013 and 2012 are to be expended
specifically on asset protection projeets.
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Notes to the Financial Stateients - Continued

June 30, 2013 and 2012

Note 12 - State Appropriations - Continued

State Capital Plan Funds - Continued
During fiscal years 2013 and 2012, the College expended $4,375,315 and 5,211,951

respectively, in State Capital Plan funds.

State Contribited Capital

In November 2010, the Rhode Island voters approved the issuance of $78 million.
General Obligation Bonds to fund improvements the construction of a new chemistry
building at the University of Rhode Island, and for $17 million for the renovation and
constrisétion of an addition to the Art Center at Rhode Island College. During fiscal
year 2012 and 2013 the College recorded approximately $1,088,000 and $10,149,500
for this project.

The College’s State appropriation is composed of the following at June 30:

2013 2012
Direct appropriations $ 38482426 § 38,239,607
State capital plan funds 4,375,315 5,211,952
State contributed capital 10,149,534 1,088,433

$ 83,007,275 § 44,539,992

In accordance. with Rhode Island State law, unexpended capital plan appropriations
lapse after June 30% of the fiscal year in which appropriated. Such funds may be
applied for in the subsequent fiscal year.
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Notes fo the Financial Statements - Continued

June 30, 2013 and 2012

Pension and Retirement Plans

Rhodé Island Board of Education Alternate Retirement Plan

Plan Description

Certain employees of the College (principally faculty and administrative persennel)
are covered by individual anmuity contracts urider a defined contribution retirement
plan, Alternate Retirement Plan, established by BOE which is also responsible for
amending it. Ehglbie employees who have reached the age of 30, and who have two
(2) years of service are required to participate in either the Teachers’ Insurance and
Anmuity Association (TIAA), the Metmpohtan Life Insurance Company or Variable
Annuity Life Insurance Company retirethent plan. The BOE establishes and amends
contribution rates. Eligible employees miust contribute at least 5% of their gross
biweekly eamnings. These contributions may be made on a pre-tax basis.

Funding Policy

The College contributes 9% of the employee’s gross biweekly eamings. Total
expenditures by the College for such 403(b) annuity contracts amounied to
approximately $3,513,000 and $3,340,000 during 2013 and 2012, respectively. The
employee contribution. amourited to approximately $1,930,000, $1,823,000 and
$1,739,000 during the fiscal years ending June 30, 2013, 2012 and 2011, respectively.

State of Rhode Island Employees’ Retirement Svstem (ERS)

Effective July 1, 2012, the State administered retirement system was modified to
include both defined benefit and defined contribution plan components.

Defined Benefit Plan Description

Other employees of the College (principally civil service personnel) participate in a
cost-sharing multiple-employer defined benefit pension plan administered by the
State of Rhode Island Employees’ Retirement System (ERS). The plan provides -

retirement and disability benefits and death benefits to plan members and

beneficiaries. The level of benefits provided to state employees is established by
Chapter 36-10 of the General Laws, which is subject to amendment by the Genéral
Asserbly.
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June 30, 2013 and 2012

Note 13 - Pension and Retirement Plans - Continued

Defined Benefit Plan Description — continued

Funding Policy
The funding policy, as set forth in the General Laws, Section 36-10-2, provides for

actuarially determined periodic contributions to the plan. The College employees are
required to contribute 3.75% of their annual covered salary. The College is required
to contribute at-an actuarially determined rate; the rate was 21.18% of annual covered
payroll for the fiscal year ended June 30, 2013. The College contributed $2,928,000,
$3,298,000, and $2,730,000 for the fiscal years ended June 30, 2013, 2012 and 2011,
respectively, equal to 100% of the required contributions for each year;

Defined Contribution Plan Description

Employees participating in the defined benefit plan, as described above, also
participate in a defined. contribution plan of the Employees’ Retirement System as.
authorized by General Law Chapter 36-10.3. The defined contribution. plan is
established under IRS section 40l{a) and is administered by TIAA-CREF.
Employees may choose among various investmeént options available fo plan
participants. Employees contribute 5% of their annual covered salary and employers
contribute 1% of anfual covered salary. Employee contributions are immediately
vested while employer confributions are vested after three vears of contributory
service. Contributions required under the plan by both the employee and employer
are established by the General Laws, which are subject to amendment by the Genetal
Assembly.

Amounts in the defined contribution plan are available to participants in accordance
with Internal Revenue Service guidelines for such plans.

The College contributed $136,000 for the fiscal year ended June 30, 2013 (which was

the first year of the defined contribution plan), equal to 100% of the required
contributions for that year.
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Note 14~

Notes to the Financial Statements - Continued

June 30, 2013 and 2012

Pension and Retirenient Plans - Continued

Defined Contribution Plan Description - Continued

The ERS issues a publicly available financial report that includes financial statements
and required supplementary information for plans administered by the system. The
report may be obtained by writing to the Employees’ Retirement Systemn of Rhode
Island, 50 Service Avenue, Warwick, RI 02886.

Other Post-Eniployment Benefiis (OPEB)

Plan Description

The College contributes (for certain employees) to the State Employees® defined
benefit post-employment. health care plan, a cost sharing multiple employer plan
administered through the Rhode Island State Employees' and Electing Teachers
OPEB System (OPEB System). The State of Rhode Island OPEB Board (Board)
was authorized, created and established under Chapter 36-12.1 of the RI Geperal
Laws. The Board was established to independently hold and administer, in trust, the
funds of the OPEB system. The plan provides medical benefits to certain retited
employees of participating employers including the College.

Pursuant to legislation enacted by. the General Assembly, a frust has been established
to dccurniilate assets and pay benefits and other costs associated with the system.

The OPEB system issues a stand-alone financial report. A copy can be obtained from
the State Controller’s Office, 1 Capitol Hill, Providence, RI 02908.
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Note 14 - Other Post-Emplovment Benefits (OPEB) - Continued

Funding Policy

RIGL Sections 36-12.1, 36-12-2.2, and 36-12-4 govern the provisions of the OPEB
System. The contribution requirements of plan members, the State, and other
participating employers are established and may be amended by the. General
Assembly. Active employees make no contribution to the OPEB plan. Employees
who' retired after October 1, 2008 must contribute 20% of the annual éstimated
benefit cost (working rate) or annual premium. for Medicare supplemental coverage.
Employees retiring before October 1, 2008 have varying co-pay percentages ranging
from 0% to 50% based on age and years of service at retirement, Further information
about the contributions of plan members can be found in the financial report of the

OPEB System.

All participating employers are required by law to fund the actuarially determined
arinual required contribution (ARC), which for fiscal year 2013 was 6.86% of covered
payroll. The ARC represents a level of funding that, if paid.on an ongoing basis, is
projected to cover normal costs each year and amortize any unfurded actuarial
liabilities (or funding excess) over a period not to exceed thirty years. The College’s
contributions were approximately $940,000, $950,000 and $917,000 for the fiscal
years ended June 30, 2013, 2012 and 2011, respectively.

Rhode Island Board of Education Health Care Insurance Retirement Plan

Plan Description

The College contributes (for certain employees) to the Rhode Island Board of
Education (BOE) health care insurance retitement program. (Plan), medical coverage
only; for eligible employees who participate in the BOE’s Alternate Retirement Plan
(ARP) and per union contracts. The BOE established a defined benefit healthcsre
plan’ effective July 1, 1998 for Office of Higher Bducation, University of Rhode
Island (URJ), Rhode Island College (RIC) and Community College of Rhode Island
(CCRI). The BOE’s ARP is considered a cost-sharing multiple employer plan.
Rhode Island State law established the “Rhode Island State Employees® and Electing
Teachers OPEB System” (OPEB system), as defined in G.L. 36-12.1-5, which will be
managed by an OPEB Board for the purpose of providing and administering OPER
Benefits for retired employees of the State, includes the Board Plan. The State of
Riode Island OPERB Board (Board) was authorized, created and established under
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Rhode Island Board of Edication Health Care Insurance Retirement Plan-Continued

Plan Description - Continued

Chapter 36-12.1 of the RI General Laws. The Board was established to
independently hold and administer, in trust, the funds of the OPEB system. The plan
provides medical benefits to certain retired employees of participating employers
including University of Rhode Island.

Pursuant to legislation enacted by the General Assembly, a trust was established in
fiscal year 20 1'1 to accumulate assets and pay benefits and other costs associated with
the' system. The OPEB system issues a stand-alone financial report. A copy will be
available at hitp://www.oag:ri.gov/.

Fiunding Policy
RIGL Sections 36-12.1,. 36 12-2.2, and 36-12-4 govern the provisions of the OPEB

System. The contrxbutmn requirements of plan members and the College are
gstablished and may be amended by the Board. Effective in fiscal year 2011, ail
participating employers are required by law to fund the actuarially required
contribution (ARC) which for fiscal year 2012 and 2013 was 2.69% of payroll
covered by the Board Plan. Active employees contribute 0.9% of payroll to the.
OPEB plan. Retired employees have varying co-pay percentages ranging from 0% to
50% based on age and years of service at rétirement. Further information about the
contiibutions of plan members can be fourd in the financial report of the OPEB

System.

For fiscal year 2013, The College’s contribution to the plan was approximately
$974,000 and active empioyees contributed 0.9% of covered payroll, approximately
$326,000. The College’s contribution to the plan for the year ended June 30, 2012
was approximately $972,000 and active employees. contributed 0.9% of covered
payroll, $321,000. In prior years, the College contributed to the State Employees’

OPEB plan, which consistent with GASB 45 provisions, was administered as an
agent multiple employer plan because no separate legal trust had been créated. The
transition by the State of its OPEB plan in fiscal 2011 to an OPEB Trust resulted in
the State Employees’ Plan being redefined as a cost sharing multiple employer plan.

In accordance with the reqwrements of GASB 45, the component unit’s net OPEB
obligation recorded in previous years has been reduced to zero.
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bS8, Cerlified Public-Accountants

Independent Auditors' Report_an Comnpliance and on Internal Control Over
Fipancial Reporting and Based on an Audit ‘Gf'Fin'an_cia‘l Statements
Performed in Accordance with Governnient Auditing Standards

The Board of Education
State of Rhode Island and Providence Plantations
Providence, Rhode Island

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United Statées, the financial statements of
Rhode Island College (the “College”), which comprise the statements of net position as of June
30,2013 and 2012, and the related statéments of revenues, expenses and changes-in net position,
and cash flows for the years then ended, and the related notes to the financial statements, which
collectively comprise Rhode Island College's basic financial statements and have issued our
report thereon dated September 30,2013, Our report includes a reference to other auditors who
audited the financial statements of Rhode Island College Foundation, as described in our report.
on Rhode Island College's financial statements. This report does not inclade the results of the
other auditors’ testing of internal control over financial reporting or compliance and other matters
that are reported on separately by those auditors.

Iiiternal Control Over Financial Reporting

In planning and perfornming our audit of the financial statements, we considered Rhode Island
College’s internal control over financial reporting (internal. control} to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the College's internal control. Accordingly, we do not express an opinion on the effectiveness of
the College's internal control.

A deficiency in internal control exists when the design or operation of a control does not. allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected ‘and corrected on a timely basis, A ngmf icant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Qur consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in iternal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified,

Compliance and Other Matters.

As part of obtaining reasonable assurance about whether the Rhode Island College’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncempliance with which.
could have a direct and material . effect on the determination. of financial statement amounts,
However, providing an opinion on compliance with those provisions was not an objective of our
audit and accordingly, we do not express such an opinion. The results of cur tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government

Auditing Standards.

Purpose of this Report

The purpose of this report is solely to des’cri_be‘ the scope of our testing of internal coritrol and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the enfity's internal control or on compliance. This report is ah infegral parf of an audit

performed in accordance with Government Auditing Standards in considering the entity's internal
control and compliance. Accordingly, this communication is not suitablé for any other purpose,

(" 'Commey  Gnd. \’f/)/’l@Lu—ikﬁC
Certified Public Accountants
Braintree, Massachusetts

Septerber 30, 2013



