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RHODE ISLAND COLLEGE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 3 - PROPERTY AND EQUIPMENT (CONTINUED)

Depreciation expense charged to operations was $289 and $2,065 for fiscal years ended June 30,
2008 and 2007, respectively.

Useful lives of property and equipment for purposes of computing depreciation are as foliows;

Office furniture and equipment 5 - 7 years
Vehicle 5 years

NOTE 4 - INVESTMENTS
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 financial position. The Foundation
records purchased securities at quoted market value and contributed securities at their fair value on
the date of receipt. Other contributed assets are recorded at appraised value at the time of donation.
Investments in marketable securities without readily determinable fair values are recorded at cost.
Unrealized gains and losses are reflected in the statements of activities and changes in net assets for
the corresponding asset classes.

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 the book value of the fund groups. Participation units in the investment funds are
determined monthly based on the fair value of investments at the caiculation date.

Investments stated at fair value are comprised of the following at June 30, 2008:

GROSS GROSS
MARKET UNREALIZED UNREALIZED
COST VALUE GAINS LOSSES
Common Stocks and

Mutual Funds $ 12260318 $ 13,321,037 $ 1856476 § 795,757
Government Securities 5,868 634 5,944 666 100,325 24,293
Direct financing lease 45 837 45,837 0 0
Cash Equivalents 821,701 821,701 0 0
$ 18996490 $ 20133241 § 1956801 § 820,050

Investments stated at fair value are comprised of the following at June 30, 2007:

GRQSS GROSS
MARKET UNREALIZED UNREALIZED

COST VALUE GAINS LOSSES

Common Stocks and

Mutual Funds $ 9679783 % 13146053 $ 3,505,543 3 39273
Government Securities 5,865,882 5,773,885 4,034 96,031
Direct financing lease 102,713 102,713 0 ¢
Cash Equivalents 1,311,168 1,311,168 0 0

$ 16959546 § 20,333,819 $ 3509577 % 135,304




RHODE ISLAND COLLEGE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 4 - INVESTMENTS (CONTINUED)

Total investment income is summarized as follows;

2008 2007
Interest and Dividends 3 531,251 3 488,351
Net Realized Gain 565,163 455,829
Net Unrealized Gain (Loss) (2,290,850) 1,440,033
5 (1,194,436) $ 2,384 213

Total investment fees as charged by the Foundation's investment managers were $84,435 and $69,937
for fiscal years ended June 30, 2008 and 2007, respectively.

The Foundation charges an annual administrative fee of 1% of the market value of its permanently
and temporarily restricted investment fund. The fee is charged monthly and reduces the investment
income earned on the permanently and temporarily restricted net assets. Total fees assessed were
$183,172 and $154,077 for fiscal years ended June 30, 2008 and 2007, respectively.

NOTE 5 - RESTRICTED ASSETS
Restricted assets at June 30, 2008 and 2007 were as follows:

2008 2007
Variable Life Insurance Policy $ 349,088 3 342 508
Restricted Land and Buildings 701,333 701,333
AC Leasing Corporation 0 400,000
Student Managed Investment Fund 93,439 0
$ 1,143,860 $ 1,443,841

During fiscal year 2003, the Foundation received a donation of a variable life insurance policy with
a face value of $500,000. The donation of the life insurance policy was received as part of the
Foundation's capital campaign. In return for the donation, the Foundation has agreed not to cash in
the insurance policy, and will retain the policy through the time of death of the donor. Amounts that
may accrue above and beyond the $500,000 gift have been pledged to other Rhode Island non-
profit organizations. The cash surrender value at June 30, 2008 and 2007 was $349,088 and
$342,508, respectively.

From time to time, the Foundation has acquired, through donations and purchases, property
generally contiguous to the College. These donations or purchases, which are consummated on
behalf of the College, will allow the Foundation to assist the College in achieving its master plan.
The land and buildings have been recorded at their cost as of the date of acquisition or fair market
value as of the date of donation. During Fiscal year 2007 the Foundation sold property donated in
2006 through a bequest for $150,000, resulting in a loss of $65,000. At the date the gift was
transferred the property was appraised at $215,000. The net proceed from the sale was
transferred to permanently restricted assets as directed by the donor's estate.

During fiscal year 2007, the Foundation received an estate gift of one third of the shares of AC
Leasing Corporation, whose sole asset was a cruise ship. The cruise ship was valued by a broker
in the industry during 2007 and the donation was recorded at the estimated market value of
$400,000. During fiscal year 2008, the cruise ship was sold and the proceeds to the Foundation,
based on its pro rata share net of taxes and expenses incurred, was $75,000, resulting in a loss of
$325,000.
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RHODE ISLAND COLLEGE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 5 - RESTRICTED ASSETS (CONTINUED)

During fiscal year 2007, a student managed investment fund was established with a gift from a donor.
Investments are selected by class participants, under the guidance of senior faculty members of the
School of Management. The income derived from the investments is restricted to support faculty
development opportunities and enhance educational programs for the Department of Economics and
Finance. The fair value of the investments at June 30, 2008 was $93,439.

NOTE 6 - DONATED ASSETS
Donated assets represent eighteen paintings which were recorded at their fair market value as of the
date of the gift. Also included is a donated sculpture which was recorded at its fair market value as of
the date of the gift. During fiscal year 2003, the Foundation had the donated assets appraised by a
licensed appraiser. The appraisal valued the donated assets at $110,450 at June 30, 2004.
Foundation management reviewed the appraisal and other factors and adjusted the carrying value of
the assets to $90,450 to better reflect the current value of these assets. During fiscal year 2007, one
additional painting was acquired with an estimated value of $350, thus increasing the carrying value
of donated assets to $96,695 at June 30, 2007. As of June 30, 2008, the carrying vaiue of donated
assets remained unchanged at $96,695.

NOTE 7 - DEPOSITS HELD IN CUSTODY FOR OTHERS
The Foundation helds funds for certain Rhode Island College organizations. The Foundation pools
these funds with its own investments and allocates returns, net of expenses, to the Rhede Island
College organizations' asset balances.

NOTE 8 - GIFT ANNUITIES
The Foundation has received various charitable gifts which require annuity payments to the donors.
These annuities are to be paid on a quarterly basis at various rates. The Foundation has recorded
liabilities for the present value of the annuities based upon the life expectancy of the donors by
applying current discount rates which range from 3.0% to 8%. The death of a donor during the fiscal
year ended June 30, 2007, resulted in the complete discharge of future annuity payments on this
donor's gift annuity. In addition, as stipulated in the gift annuity contract, the net assets totaling
$15,782 classified in Unrestricted - Board Designated Net Assets relating to this gift annuity have
been transferred to a permanently restricted fund previously established by the donor.

NOTE 9 - UNRESTRICTED NET ASSETS
Unrestricted net assets are comprised of contributions to the Foundation with no donor-impesed
restriction and unspent investment income and gains which can be used at the discretion of the
Board of Trustees for operations, capital acquisitions or program support. Annual centributions are
available for unrestricted use in the year received unless specifically restricted by the donor.
Included in unrestricted net assets are funds which have been designated by the board of director's
in the amount of $752,912 and $977,430 for the years ended June 30, 2008 and 2007, respectively.

NOTE 10 - TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets of $2,626,212 for the year ended June 30, 2008 is comprised of
contributions and related income, which carry donor-imposed restrictions for purposes such as
scholarships, awards and educational programs

NOTE 11 - PERMANENTLY RESTRICTED NET ASSETS
Permanently restricted net assets of $16,152,444 as of June 30, 2008 represent contributions
designated by the donor to be held in perpetuity with the related investment income supporting
programs and operations.
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RHODE ISLAND COLLEGE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 11 - PERMANENTLY RESTRICTED NET ASSETS (CONTINUED)

Under Rhode Island Law, the Foundation is required, from time to time, to allocate to the principal of
permanently restricted net assets a certain amount of investment income to increase the value of the
net assets for the impact of inflation thereby retaining the purchasing power of the original
contribution. The Foundation's Board has elected to periodically adjust its permanently restricted net
assets for the cumulative effect of inflation. The Foundation elected to forego the inflation transfer
for the year ended June 30, 2008 due to adverse market conditions, and there is a cumulative
deficiency of $778,700 as of June 30, 2008.

NQOTE 12 - DIRECT FINANCING LEASE
The Foundation entered into a lease agreement with the Board of Governors for Higher Education
on February 15, 1889. Under this agreement, the College sold its former School of Social Work
building for $550,000 in cash to the Foundation. The College has agreed to lease back the
building under a long-term lease agreement for a period of 20 years at $63,391 per year. The
lease agreement provides the College with an option to buy back the building on any of the lease
anniversary dates, for a predetermined amount or at the end of the lease term for $1. The lease
transaction was recorded as a direct financing lease by the Foundation, and is included in pooled
investments.

The following is a summary of the direct financing lease net investment for the years ended June 30:

2008 2007
Total Minimum Lease Payments to be Received  § 45,837 3 108,152
Less; Unearned Income {1,931) {8,747)
3 43,906 $ 97,405

Future minimum lease payments under the direct financing lease are as follows:

Year Ending June 30, Amount
2009 $ 45,837

NOTE 13 - CONTRIBUTED SERVICES AND FACILITIES
The Foundation relies upon donated services and facilities to support its programs. The
Foundation only records donated services if the services received (a) create or enhance non-
financial assets or (b) require specialized skills, are provided by individuals possessing those
skills, and would typically need to be purchased if not provided by donation. A portion of the
Foundation's administrative services is provided by the College. The estimated value of wages
was $231,806 and $221,442, for 2008 and 2007, respectively. During fiscal years ended June 30,
2008 and 2007 the Foundation recorded a wage expense and in-kind contribution of $231,806
and $221,442, respectively. The rent value of the donated facility is not reflected in these financial
statements since it is not susceptible to objective measure or valuation.

NOTE 14 - RETIREMENT PLAN
The Foundation established the Rhode Island College Foundation Defined Contribution Retirement
Plan (the Plan) under Section 403(b) of the Internal Revenue Code. The Plan requires minimum
contributions of 5% of eligible employees' compensation with matching contributions of 9% by the
Foundation. Total contributions paid by the Foundation under the Plan were $34,118 and $21,374
for the years ended June 30, 2008 and 2007, respectively.
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RHODE ISLAND COLLEGE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

NOTE 15 - NET ASSETS ADJUSTMENT
During fisca! year ended June 30, 2008, the Foundation reviewed its Unrestricted Board Designated
Net Assets and found that several funds listed as Board Designated Net Assets were originally
intended by their donors to have restrictions on principal and the use of the fund proceeds. As a
result of this review, the Foundation has reclassified the funds to the appropriate net asset
classification of either Temporarily Restricted Net Assets or Permanently Restricted Net Assets.

Temporarily Permanently
Unrestricted Restricted Restricted Total
Balance at June 30, 2007 $ 2,276,407 $ 4,561,628 $ 14,873,518 $ 21,711,553
Adjustment (120,512) 566 118,946 0
Adjusted Balance at
June 30, 2007 5 2155895 $ 4,562,194 $ 14,993 464 $ 21,711,553

NOTE 16 - SUBSEQUENT EVENTS
On August 1, 2008, the Foundation entered into a three year lease agreement with the Rhode Island
Society for the Prevention of Cruelty to Animals (RISPCA) at an annual base rent of $1.00 per year plus
additional rent charges relating to use of the facility including utilities and property taxes. The property
will house the Institute for Addiction Recovery, a program presently located at the Rhode island
College. The program is entirely supported by private donations and grants.

On August 1, 2008, the Foundation entered into a land purchase and sale agreement with Rhode Island
College through its governing board, the Board of Governors for Higher Education, to sell six parcels of
land and all buildings located adjacent to the College. The agreed purchase price of $600,000 is to be
paid at a date to be determined before June 30, 2009. The property, recorded at its cost of $5636,333,
was appraised in 2008 for $702,000.

NOTE 17 — RECLASSIFICATIONS

Certain reclassifications have been made to the Foundation's 2007 financial statements to conform to the
2008 presentation.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Rhode Island College Foundation
Providence, Rhode Istand

We have audited the financial statements of the Rhode Island College Foundation as of and for the year
ended June 30, 2008 and 2007, and have issued our report thereon dated August 28, 2008. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Rhode Island College Foundation’s internal
control over financial reporting as a basis for designing our audit procedures 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 Rhode Island College Foundation's internal contrel over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Rhode Island College Foundation's
internal control over financial reporting.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the organization's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with the generally accepted accounting principles, such that
there is more than a remote likelihood that a misstatement of the organization’s financial statements that
is more than inconsequential will not be prevented or detected by the organization's internat control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the organization’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be a material weakness, as defined above.

Compliance and Other Matters ,
As part of obtaining reasonable assurance about whether the Rhode Island College Foundation’s

financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
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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 our tests disclosed no instances of noncompliance that are
required to be reported under Governmental Auditing Standards

This report is intended solely for the information and use of the audit committee, management, Board of
Directors, and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

/mr% CH Lt

August 28, 2008
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Payrall and fringe benefits
Payroll taxes

Donated services

Bank fees

Consultants

Depreciation

Dues and subscriptions
Receptions
Fundraising/auction
Insurance

Lecturer

Other expenses
Professional development
Professional fees
Schotarships

Sponsorship and promotions
Faculty research grants
Rhode Island College support
expense

Uncollectible pledges income
Travel costs

TOTAL EXPENSES

RHODE ISLAND COLLEGE FOUNDATION
SUPPLEMENTARY SCHEDULE OF FUNCTIONAL EXPENSES
FISCAL YEAR ENDED JUNE 30, 2008

WITH COMPARATIVE INFORMATION FOR THE FISCAL YEAR ENDED JUNE 30, 2007

2008 2007
Program Administrative Fundraising Total Total
$ 552,163 31076 $ 117854 § 701,183 § 430,712
50,323 3,157 13,246 66,726 43,937
- 231,806 - 231,806 221,442
- 3,222 - 3,222 3,831
338,001 - 12,900 350,991 162,934
- 289 - 289 2,065
- 2,754 - 2,754 2,062
22,080 3211 41,313 95,504 68,652
- - 61,793 61,793 85,965
- 2,313 - 2,313 5730
52,786 - - 52,786 48,324
189,585 40,355 57,382 287,322 138,237
- 9,433 - 9,433 5,008
- 8,442 - 8,442 9,656
382,828 - - 382,828 257,511
18,398 - - 18,398 18,679
- - - - 20,000
480,381 - - 480,381 577,875
- 452 - 452 25,238
51,057 6,610 - 57,667 69,423
$ 2137682 § 372,020 $ 304588 § 2814300 $ 2,197,281
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RHODE ISLAND COLLEGE FOUNDATION
SUPPLEMENTARY SCHEDULE OF REALIZED GAINS (LOSSES)
FISCAL YEAR ENDED JUNE 30, 2008

Identity of Issues Proceeds Cost Gain (Loss)

Common stocks $ 3,529,219 $ 3,074552 $§ 454,667
Mutual funds 114,416 - 114,416
Government securities 1,801,084 1,797,249 3,835
5,444,719 4,871,801 572,918

Less amount allocated to deposits held
in custody for others {90,155) (82,400) (7,755)
Total $ 5354564 $ 4789401 $ 565,163
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