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Independent Auditors’ Report

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

Report on Financial Statements

We have audited the accompanying financial statements of the Rhode Island College
Foundation, which comprise the statement of financial position as of June 30, 2020, and the
related statements of activities and changes in net assets, functional expenses and cash
flows for the year then ended, and the related notes to the financial statements.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles 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 are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit 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 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
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion 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 statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Rhode Island College Foundation as of June 30, 2020 and the changes in its
net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note 2, during the year ended June 30, 2020, Rhode Island College Foundation
adopted Accounting Standards Update (ASU) No. 2016-18, Statement of Cash Flows (Topic 230):
Restricted Cash, and ASU No. 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and
Accounting Guidance for Contributions Received and Contributions Made. Our opinion is not modified
with respect to these matters.

Report on Summarized Comparative Information

We have previously audited Rhode Island College Foundation's 2019 financial statements, and we
expressed an unmodified opinion on those financial statements in our report dated September 18,
2019. In our opinion, the summarized comparative information presented herein as of and for the year
ended June 30, 2019 is consistent, in all material respects, with the audited financial statements from
which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated September 10,
2020 on our consideration of the Rhode Island College Foundation’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of that report is solely 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 the effectiveness of the Rhode Island College Foundation’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Rhode Island College Foundation’s internal
control over financial reporting and compliance.

gf’““’/ &‘1“"“" *%/‘o‘c’

Cranston, Rhode Island
September 10, 2020



RHODE ISLAND COLLEGE FOUNDATION

STATEMENT OF FINANCIAL POSITION
JUNE 30, 2020
(WITH COMPARATIVE TOTALS AS OF JUNE 30, 2019)

2020 2019

ASSETS

Current Assets

Cash and cash equivalents $ 546,379 $ 1,031,282
Accounts receivable 15,378 14,023
Pledges receivable 256,213 641,101
Prepaid expenses 5,250 7,571
Total current assets 823,220 1,693,977
Other Assets
Investments 32,535,851 33,674,358
Pledges receivable, less current portion 3,982 82,002
Restricted assets 539,055 532,036
Deposits 200 200
Donated assets 597,240 562,751
Total other assets 33,676,328 34,851,347
Total Assets 3 34,499,548 § 36,545,324
LIABILITIES AND NET ASSETS
Current Liabilities
Accrued expenses $ 38,095 $ 30,009
Current portion of alumni association grant payable 125,000 150,000
Current portion of gift annuities payable 6,532 6,532
Total current liabilities 169,627 186,541
Noncurrent Liabilities
Long-term debt, net 146,300 -
Alumni association grant payable, net 454,428 579,428
Deposits held in custody for others 140,884 161,479
Gift annuities payable, net 21,382 27,914
Total noncurrent liabilities 762,994 768,821
Total liabilities 932,621 955,362
Net Assets
Without donor restrictions 4,238,163 3,686,582
With donor restrictions 29,328,764 31,903,380
Total net assets 33,566,927 35,589,962
Total Liabilities And Net Assets $ 34,499,548 $ 36,545,324

The accompanying notes are an integral part of the financial statements
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RHODE ISLAND COLLEGE FOUNDATION

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2020

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2019)

Support and Investment Gains (Losses)
Support:
Contributions $
Special events, net
Other income
Net assets released from restrictions
Total support

Investment gains (losses):

Interest and dividends

Net realized gains (losses)
on investments

Net unrealized gains (losses) on
investments and gift annuities

Investment management fees
Total investment gains (losses)

Total support and investment gains
(losses)

Expenses
Program services

Supporting services:
Administrative
Fundraising
Total supporting services
Total expenses
Reclassifications to Donor Intent
Increase (Decrease) in Net Assets

Net Assets - Beginning of Year

Net Assets - End of Year $

2020 2019
Without Donor With Donor
Restrictions Restrictions Total Total
373,656 $ 1,536,621 $ 1,910,277 2,381,989
11,446 - 11,446 67,693
375,404 - 375,404 48,245
4,274,957 (4,274,957) - -
5,035,463 (2,738,336) 2,297,127 2,497,927
49,428 340,026 389,454 466,012
(11,971) (305,930) (317,901) 1,113,201
(68,550) (53,401) (121,951) 133,468
(21,888) (76,427) (98,315) (76,071)
(52,981) (95,732) (148,713) 1,636,610
4,982,482 (2,834,068) 2,148,414 4,134,537
2,737,848 - 2,737,848 2,993,711
965,649 - 965,649 661,152
467,952 - 467,952 611,035
1,433,601 - 1,433,601 1,272,187
4,171,449 - 4,171,449 4,265,898
(259,452) 259,452 - -
551,581 (2,574,616) (2,023,035) (131,361)
3,686,582 31,903,380 35,589,962 35,721,323
4,238,163 $ 29,328,764 $ 33,566,927 $ 35,589,962

The accompanying notes are an integral part of the financial statements

4-



RHODE ISLAND COLLEGE FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2020

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2019)

Payroll and fringe benefits

Payroll taxes

Donated services

Bank fees
Consultants
Depreciation

Dues and subscriptions

Receptions

Cultivation and appeal

Insurance
Lecturer

Other expenses
Professional development
Professional fees

Scholarships

Sponsorship and promotions

Rhode Island College support expense

Rhode Island College Alumni support expense
Uncollectible pledges

Travel costs

Total Expenses

$

2020 2019
Program
Services Administrative Fundraising Total Total
315,045 § 304,396 $ 290,832 $ 910,273 $ 956,791
20,535 19,841 18,957 59,333 103,989
- - - - 103,575
21 811 832 4,922
412,253 16,764 19,468 448,485 242,060
- - - - 1,405
53,235 4,742 4,500 62,477 25,855
51,773 4,154 - 55,927 205,315
- - 106,543 106,543 14,044
- - - - 9,714
54,333 24 - 54,357 51,827
26,749 119,519 18,670 164,938 166,503
22,845 6,954 - 29,799 59,138
- 38,519 - 38,519 25,430
663,238 - - 663,238 876,951
27,458 23,570 3,240 54,268 47,786
1,046,198 - - 1,046,198 1,231,081
- - - - 68,403
- 422,692 - 422,692 278
44,165 3,663 5,742 53,570 70,831
2,737,848 $ 965,649 $ 467,952 $ 4,171,449 § 4,265,898

-5-
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RHODE ISLAND COLLEGE FOUNDATION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2019)

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Depreciation
Uncollectible pledges
Net realized and unrealized (gain) loss on investments
and gift annuities
Donated stock
Donated assets
(Increase) decrease in operating assets:
Accounts receivable
Pledges receivable
Prepaid expenses
Increase (decrease) in operating liabilities:
Alumni association grant payable
Accrued expenses
Deposits held in custody for others
Net cash used in operating activities

Cash Flows from Investing Activities
Purchase of securities
Proceeds received from sale of securities
Net cash provided by investing activities

Cash Flows from Financing Activities
Proceeds from long-term debt
Principal payments on long-term debt
Payment of gift annuities
Net cash provided by (used in) financing activities

Net Decrease in Cash and Cash Equivalents, Deposits
and Restricted Assets

Cash and Cash Equivalents, Deposits, and Restricted
Assets - Beginning of Year

Cash and Cash Equivalents, Deposits, and Restricted
Assets - End of Year

The accompanying notes are an integral part of the financial statements
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$

2020 2019
(2,023,035) $ (131,361)
- 1,405

422,692 -
439,852 (1,246,669)
(593) (39,877)
(34,489) (29,354)
(1,355) 169,736
40,216 (18,648)
2,321 11,910
(150,000) (91,597)
8,086 28,072
(20,595) (8,415)
(1,316,900) (1,354,798)
(4,568,478) (6,514,556)
5,267,726 6,848,640
699,248 334,084
146,300 -
- (445)
(6,532) (6,532)
139,768 (6,977)
(477,884) (1,027,691)
1,563,518 2,591,209
1,085,634 $ 1,563,518




RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF FOUNDATION

The Rhode Island College Foundation (the Foundation) is a nonprofit corporation founded in 1965 to
solicit, encourage and receive gifts and grants for the benefit of Rhode Island College.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Change in Accounting Principle

In November 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash. The amendment
changes the previous presentation of the statement of cash flows to explain the change during the
period in the total of cash, cash equivalents, and amounts generally described as restricted cash or
restricted cash equivalents. Therefore, amounts generally described as restricted cash and restricted
cash equivalents should be included with cash and cash equivalents when reconciling the beginning-of-
period and end-of-period total amounts shown on the statement of cash flows. The ASU is effective for
annual periods beginning after December 15, 2018. Management has adopted ASU 2016-18 for the
year ended June 30, 2020. The amendment has been applied using a retrospective transition method.

In June 2018, the FASB issued ASU No. 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the
Scope and Accounting Guidance for Contributions Received and Contributions Made. The amendment
clarifies guidance on how an entity determines whether a transfer of assets is a contribution or
exchange transaction. The amendment also clarifies the determination of conditional contributions
based on evaluating whether there is a right of return and a barrier to overcome. The two permitted
transition methods under the new standard are the full retrospective method, in which case the
standard would be applied to each prior reporting period presented and the cumulative effect of
applying the standard would be recognized at the earliest period shown, or the modified prospective
method, in which case the effect of applying the standard would be recognized for any agreements not
completed and any new agreements entered into at the date of initial application. The new standard is
effective for annual reporting periods beginning after December 15, 2018. Management has adopted
ASU 2018-08 for the year ended June 30, 2020. The amendments have been applied using the
modified prospective method.

There was no cumulative effect of applying ASU 2018-08.
Contributions, Including Government Grants and Contracts

In accordance with ASU 2018-08, certain governmental grants and contracts received by a not-for-
profit, including certain awards to fund capital expenditures, are generally considered to be
contributions rather than exchange transactions since there was not commensurate value transferred
between the resource provider and the Foundation. Promises to give that are subject to donor-imposed
conditions (i.e., a donor stipulation that includes a barrier that must be overcome and a right of return of
assets) are recognized when the conditions on which they depend are substantially met, that is, when
the conditional promise becomes unconditional. Unconditional contributions are recognized when
promised or received, as applicable, and are considered to be available for unrestricted use unless
specifically restricted by the donor.



RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

The Foundation reports contributions of cash and other assets as donor-restricted support if they are
received with donor stipulations that limit their use. When a donor restriction expires, that is, when a
stipulated time restriction ends or purpose restriction is accomplished, net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported in the accompanying statement of
activities and changes in net assets as net assets released from restrictions. Contributions received
whose restrictions are met in the same period are presented as net assets without donor restrictions.
Transfers of assets from a resource provider received before the barriers are overcome are reported as
deferred revenue on the accompanying statement of financial position.

Basis of Accounting and Presentation

The financial statements of the Foundation have been prepared in accordance with accounting
principles generally accepted in the United States of America. Accordingly, the accounts of the
Foundation are reported in the following net asset categories:

Net Assets Without Donor Restrictions

Net assets without donor restrictions represent funds which management and the Board of Directors
of the Foundation retain full control to use in carrying out the mission of the Foundation. It also
includes board-designated net assets that represent net assets without donor restrictions on which
the Board of Directors has voluntarily placed restrictions.

Net Assets With Donor Restrictions

Net assets with donor restrictions represent contributions that are restricted by the donor as to
purpose or time of expenditure and accumulated investments gains and income on donor-restricted
endowment investments that have not been appropriated for expenditure. Net assets with donor
restrictions also represent resources that have donor-imposed restrictions that require the principal be
maintained in perpetuity but permit the Foundation to expend the income earned thereon for either a
restricted purpose or general support of the Foundation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements. Estimates also affect the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

The Foundation considers all highly liquid debt instruments purchased with a maturity of three months
or less to be cash equivalents. For purposes of the statement of cash flows, none of the investments
held in the Foundation’s investment portfolio (see Note 4) are included as cash and cash equivalents,
regardless of the type of investment as it is the Foundation’s intention that the funds deposited in the
investment account are not for current operations.

Pledges Receivable
Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are

recorded at the present value of estimated future cash flows. The discount on these pledges is
computed using a risk-free interest rate applicable to the year in which the promise is expected to be
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RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

received. Amortization of the discount is netted against contribution revenue. Conditional promises to
give are not recognized in revenue until such time as the conditions are substantially met. On a
periodic basis, the Foundation evaluates the collectability of these receivables and amounts are written
off or an allowance for doubtful accounts is established based on management’s evaluation of the
collectability of each receivable resulting from collection efforts.

Investments

The Foundation’s portfolio is managed by outside investment managers who operate within the
guidelines established by the Investment Committee of the Board of Directors. The investment strategy
for the portfolio is growth and income. This is consistent with a goal of long-term appreciation and
modest current income. The Foundation has adopted an asset allocation range which will allow
portfolio managers to take a long-term approach to the asset allocation decision rather than a short-
term market timing strategy. The present asset allocation range is 10%-30% fixed income, 40%-70%
international or US equity securities, and 5%-25% alternatives or real assets. The Foundation expects
its endowment funds, over time, to provide an average rate of return of approximately 7% over a
three-year period. Actual results in any given year may vary from this amount.

All long-term investments have been reported in the financial statements at their current market value in
the case of marketable securities and at estimated fair value for certain nonmarketable securities. The
net increase (decrease) in realized and unrealized appreciation (depreciation) in the market value of
such investments has been included in the statement of activities and changes in net assets in the
appropriate net asset classification.

Management is not aware of any derivative financial positions entered into by its investment managers’
investment strategy and mutual fund investments.

Property and Equipment

Property and equipment are stated at cost and depreciated on the straight-line basis over the assets’
estimated useful lives.

Donations of property and equipment are recorded as support at their estimated fair value. Such
donations are reported as support without donor restrictions unless the donor has restricted the
donated assets to a specific purpose. Assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire property and equipment are reported as support with
donor restrictions. Absent donor stipulations regarding how long those donated assets must be
maintained, the Foundation reports expirations of donor restrictions when the asset is placed in service
at which time the Foundation reclassifies net assets with donor restrictions to net assets without donor
restrictions.

Impairment of Long-Lived Assets

The Foundation reviews long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset to
estimated future cash flows expected to be generated by the asset. If the carrying amount of an asset
exceeds its estimated future cash flows, an impairment charge is recognized for the amount by which
the carrying amount of the asset exceeds the fair value of the asset.



RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Comparative Financial Information

The financial statements include certain prior-year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the Foundation’s financial statements for the year
ended June 30, 2019, from which the financial information was derived.

Payroll Protection Program

The Foundation has elected to account for the loan received under Payroll Protection Program (PPP)
as a debt instrument in accordance with ASU 470. Under ASU 470, debt is recognized upon receiving
the PPP loan proceeds (see Note 9).

Recognition of Donor Restrictions

Support that is restricted by the donor is reported as an increase in net assets without donor restrictions
if the restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support is reported as an increase in net assets with donor restrictions. When a restriction
expires, net assets with donor restrictions are reclassified to net assets without donor restrictions.

Recognition of Revenues and Expenses
Revenues and expenses are recognized by the accrual method of accounting.
Income Taxes

No provision for federal and state income taxes has been reflected in the accompanying financial
statements since the Foundation qualifies as a tax-exempt organization as provided under the Internal
Revenue Code, Section 501(c)(3).

Accounting principles generally accepted in the United States of America require management to
evaluate tax positions taken by the Foundation and recognize a tax liability if the Foundation has taken
an uncertain position that more likely than not would not be sustained upon examination by the Internal
Revenue Service. The Foundation is subject to routine audits by taxing jurisdictions; however, there
are currently no audits for any tax periods in progress. The Foundation reports tax-related interest and
penalties, if any, as a component of interest expense.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a functional
basis in the statement of functional expenses. Expenses directly attributable to a specific program or
general and administrative categories are reported as expenses of those functional areas. Natural
expenses attributable to more than one functional expense category are allocated using a variety of
cost allocation techniques. Such allocations are determined by management on an equitable basis.
The expenses that are allocated include payroll and fringe benefits, payroll taxes, and donated
services. These expenses are all allocated based on time and effort.
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RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Concentration of Credit Risk

The Foundation maintains its operating cash in bank deposit accounts which, at times, may exceed
federally insured limits. The Foundation has not experienced any losses in such accounts and does not
believe it is exposed to any significant credit risk on cash and cash equivalents.

Subsequent Events

Subsequent events have been evaluated through September 10, 2020, the date the financial
statements were available to be issued.

NOTE 3 - PLEDGES RECEIVABLE

The Foundation, operating to solicit, encourage and receive gifts for the benefit of Rhode Island
College, has received various unconditional promises to give from various donors. These unconditional
promises are recorded as pledges receivable. For financial statement purposes, pledges are
discounted using varying risk-free interest rates, presently .16% to .18% as of June 30, 2020 and

1.74% to 1.78% as of June 30, 2019, over the anticipated number of years until receipt of contributions.

Pledges receivable were as follows at June 30, 2020 and 2019:

2020 2019
Pledges receivable 723,908 $ 766,136
Less discount to present value (18) (4,728)
Less allowance for estimated unfulfilled pledges (463,695) (38,305)
260,195 723,103
Less current portion of pledges (256,213) (641,101)
Pledges Receivable, Long-Term Portion $ 3,982 §$ 82,002
Pledges receivable are expected to be collected as follows:
Year Ending June 30
2021 $ 256,213
2022 1,994
2023 1,988
$ 260,195

NOTE 4 - FAIR VALUE MEASUREMENT

Investments in marketable securities with readily determinable fair values and all investments in debt
securities are valued at their fair values in the statement of financial position. The Foundation records
purchased securities at quoted market value and contributed securities at their fair value on the date of
receipt. Unrealized gains and losses are reflected in the statement of activities and changes in net
assets for the corresponding asset classes.
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RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Accounting principles generally accepted in the United States of America establish a framework for
measuring fair value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are
described below:

Level 1
Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in
active markets that the Foundation has the ability to access.

Level 2
Observable prices, other than quoted prices within Level 1, including:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive markets;

Inputs other than quoted prices that are observable for the asset or liability;

Inputs that are derived principally from or corroborated by observable market data by correlation
or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.

Level 3
Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs. As a
practical expedient, certain investments are measured at fair value on the basis of net asset per share
value (NAV) as determined by third-party managers. The fair value of these investments is not included
in the fair value hierarchy.

Level 1 assets include mutual funds that are valued at the quoted market price of shares held by the
Foundation at year end.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Foundation’s management
believes its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine fair value of certain financial instruments could
result in different fair value measurement at the reporting date.
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RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

The following table represents the Foundation’s fair value hierarchy for those assets measured at fair
value as of June 30, 2020:

Investments
Valued Using
Practical Fair Value Measurements Using
Total Expedient (a) Level 1 Level 2 Level 3
Equities:
Domestic equity $ 467,093 $ - % 467,093 $ - $ -
International equity 5,608 - 5,608 - -
Mutual funds:
Fixed income 4,248,810 - 4,248,810 - -
US equities 8,965,472 - 8,965,472 - -
International equities 1,251,905 - 1,251,905 - -
Hedge funds 603,235 - 603,235 - -
Real estate and infrastructure 288,643 - 288,643 - -
Hard assets 590,746 - 590,746 - -
Total mutual funds 15,948,811 - 15,948,811 - -
FIAM Total Endowment Fund LP 12,789,467 12,789,467 - - -
Total investments at fair value 29,210,979 12,789,467 16,421,512 - -
Cash and cash equivalents 3,324,872 - 3,324,872 - -
Total Investments $ 32,535,851 $ 12,789,467 $ 19,746,384 $ - 3 -

The following table represents the Foundation’s fair value hierarchy for those assets measured at fair
value as of June 30, 2019:

Investments
Valued Using
Practical Fair Value Measurements Using
Total Expedient (a) Level 1 Level 2 Level 3
Mutual funds:

Fixed income $ 4,121,994 $ - $ 4121994 $ - $ -
US equities 9,674,175 - 9,674,175 - -
International equities 784,643 - 784,643 - -
Hedge funds 1,002,597 - 1,002,597 - -
Real estate and infrastructure 566,048 - 566,048 - -
Hard assets 367,146 - 367,146 - -
Total mutual funds 16,516,603 - 16,516,603 - -
FIAM Total Endowment Fund LP 16,795,241 16,795,241 - - -
Total investments at fair value 33,311,844 16,795,241 16,516,603 - -
Cash and cash equivalents 362,514 - 362,514 - -
Total Investments $ 33,674,358 $ 16,795241 $ 16,879,117 $ - 3 -

(a) Certain investments that are measured at fair value using the net asset value per share (or its
equivalent) practical expedient have not been classified in the fair value hierarchy. The fair
value amounts presented in these above tables are intended to permit reconciliation of the fair
value hierarchy to the amounts presented in the statement of financial position.
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RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

FIAM Total Endowment Fund, LP

The FIAM Total Endowment Fund, LP (FIAM) offers an actively managed investment program which
provides a diversified portfolio of proprietary privately offered funds, mutual funds, exchange-traded
funds selected by the Investment Manager as well as nonproprietary investment vehicles. The
objective of FIAM is to seek long-term total return in excess of a custom benchmark, which is based on
a weighted average of the Russell 3000, MSCI World ex-US IMI, MSCI World Minimum Volatility, HFRI
Fund of Funds Conservative, and others. FIAM is an investment in funds as opposed to a direct
interest in FIAM’s underlying holdings, which may be marketable. FIAM is valued at the net asset value
of the units held in the fund. Because the net asset value reported by the fund is used as a practical
expedient to estimate the fair value of the Foundation’s interest therein, the investment is not classified
within the fair value hierarchy.

At year end, the fair value, unfunded commitments and redemption rules of investments valued at NAV
as the practical expedient is as follows:

Investments Held at June 30, 2020

Unfunded Redemption
Fair Value Commitments Frequency Days Notice
FIAM Total Endowment
Fund, LP $ 12,789,467 $ - Daily 15
Investments Held at June 30, 2019
Unfunded Redemption
Fair Value Commitments Frequency Days Notice
FIAM Total Endowment
Fund, LP $ 16,795,241 $ - Daily 15

Total investment income (loss) is summarized as follows as of June 30, 2020 and 2019:

2020 2019
Interest and dividends $ 389,454 $ 466,012
Net realized gain (loss) (317,901) 1,113,201
Net unrealized gain (loss) (121,951) 133,468
Total Investment Income (Loss) $ (50,398) $ 1,712,681

Total investment fees, as charged by the Foundation’s investment managers, were $98,315 and
$76,071 for fiscal years ended June 30, 2020 and 2019, respectively.

The Foundation charged an annual administrative fee of 1.25% of the market value of its donor-
restricted investment fund for the fiscal years ended June 30, 2020 and 2019. The fee is charged
monthly and is reported in net assets released from restrictions in the statement of activities and shown
as a decrease in the endowment (see Note 5). Total fees assessed were $432,039 and $426,233 for
fiscal years ended June 30, 2020 and 2019, respectively.
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RHODE ISLAND COLLEGE FOUNDATION
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NOTE 5 - ENDOWMENT

The Foundation’s endowment consists of approximately 485 individual funds established for a variety of
purposes. Its endowment includes both donor-restricted endowment funds and funds designated by
the Board to function as endowments. As required by accounting principles generally accepted in the
United States of America, net assets associated with endowment funds, including funds designated by
the Board to function as endowments, are classified and reported based on the existence or absence of
donor-imposed restrictions.

The Foundation has interpreted the Uniform Prudent Management of Institutional Funds Act (UPMIFA)
as requiring the preservation of the fair value of the original gift as of the gift date of the donor-restricted
endowment funds absent explicit donor stipulations to the contrary. As a result of this interpretation, the
Foundation classifies as net assets with donor restrictions (a) the original value of gifts donated to the
endowment, (b) the original value of subsequent gifts to the endowment, (c) accumulations to the
donor-restricted endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund, and (d) the remaining portion of the
donor-restricted endowment fund that is classified in net assets with donor restrictions until those
amounts are appropriated for expenditure in a manner consistent with the standard of prudence
prescribed by UPMIFA. In accordance with Rhode Island State law, the Foundation considers the
following factors in making a determination to appropriate or accumulate donor-restricted endowment
funds:

the duration and preservation of the endowment fund

the purpose of the foundation and the endowment

general economic conditions

the possible effect of inflation or deflation

the expected total return from income and the appreciation of investments
other resources

the investment policy of the Foundation

In addition, the appropriation for expenditure in any year of an amount greater than 7% of a three-year
rolling average fair market value may be deemed imprudent.

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the Foundation must hold for either a donor-specified time as well as board-
designated funds. Under this policy, as approved by the Board of Directors, the endowment assets are
invested in a manner that is intended to produce results that match or exceed the results of the
Standard & Poor 500 index and other comparable indices as applicable, while assuming a moderate
level of investment risk.

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in which
investment returns are achieved through both capital appreciation (both realized and unrealized) and
current yield (interest and dividends). The Foundation targets a diversified asset allocation that places
a greater emphasis on equity-based investments to achieve its long-term return objectives within
prudent risk constraints.
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Under the Foundation’s spending policy, the Board has approved up to 4% of the consolidated invested
assets of the endowments based on a three-year rolling average of the fair market value. Annual
distributions should be calculated based on September 30 balances for spending in the subsequent
fiscal year. The annual distribution shall not exceed total endowment return unless approved by the
Board. The Foundation expects the current spending policy to allow its endowment to grow at an
average of 3% annually. This is consistent with the Foundation’s objective to maintain the purchasing
power of the endowment assets held in perpetuity or for a specified term as well as to provide
additional real growth through new gifts and investment return.

The composition of endowment net assets by type of fund is as follows as of June 30, 2020:

Without Donor With Donor

Restrictions Restrictions Total
Donor-restricted endowment funds $ - $ 27,199,344 $ 27,199,344
Board-designated endowment funds 1,392,302 - 1,392,302

$ 1,392,302 $ 27,199,344 $ 28,591,646

The composition of endowment net assets by type of fund is as follows as of June 30, 2019:

Without Donor With Donor

Restrictions Restrictions Total
Donor-restricted endowment funds $ - $ 26,986,022 $ 26,986,022
Board-designated endowment funds 874,580 - 874,580

$ 874,580 $ 26,986,022 $ 27,860,602

Changes in endowment net assets are as follows for the year ended June 30, 2020:

Without Donor With Donor
Restrictions Restrictions Total

Endowment net assets - beginning of year $ 874,580 $ 26,986,022 $ 27,860,602

Investment return:

Investment income 7,877 362,795 370,672

Net depreciation (realized and unrealized) (2,968) (423,787) (426,755)

Total investment return 4,909 (60,992) (56,083)
Contributions 649,448 337,141 986,589
Endowment reclassification 500,127 665,127 1,165,254
Appropriation of endowment funds for

expenditure (636,762) (727,954) (1,364,716)
Endowment Net Assets - End of Year $ 1,392,302 $ 27,199,344 $ 28,591,646
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Changes in endowment net assets are as follows for the year ended June 30, 2019:

Without Donor With Donor

Restrictions Restrictions Total

Endowment net assets - beginning of year $ 1,211,572 $ 26,396,398 $ 27,607,970
Investment return:

Investment income 16,465 425,772 442 237

Net appreciation (realized and unrealized) 26,943 1,185,428 1,212,371

Total investment return 43,408 1,611,200 1,654,608
Contributions 632,720 149,338 782,058
Endowment reclassification (226,000) (645,268) (871,268)
Appropriation of endowment funds for

expenditure (787,120) (525,646) (1,312,766)
Endowment Net Assets - End of Year $ 874,580 $ 26,986,022 $ 27,860,602

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or UPMIFA requires the Foundation to retain as a fund of perpetual
duration. In accordance with accounting principles generally accepted in the United States of America,
deficiencies of this nature are reported in net assets with donor restrictions. For the years ended June 30,
2020 and 2019, there were no underwater funds resulting from unfavorable market conditions.

NOTE 6 - LIQUIDITY AND AVAILABILITY OF RESOURCES

The Foundation’s financial assets available for general expenditure within one year of the statement of
financial position date are as follows:

2020 2019
Cash and cash equivalents $ 546,379 $ 1,031,282
Accounts receivable 15,378 14,023
Pledges receivable 256,213 641,101
Investments 32,535,851 33,674,358
Total financial assets available within one year 33,353,821 35,360,764
Less amounts unavailable for general expenditures within
one year, due to:
Funds held in the endowment (28,591,646) (27,860,602)
Board-designated for specific purposes (913,293) (1,249,283)
Total amounts unavailable for general expenditure within
one year (29,504,939) (29,109,885)
Total Financial Assets Available to Management for General
Expenditure Within One Year $ 3,848,882 $ 6,250,879
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Liquidity Management
The Foundation maintains a policy of structuring its financial assets to be available as its general
expenditures, liabilities and other obligations come due, while striving to maximize the investment of its

available funds. In addition, income from many of the donor-restricted endowment funds can be used
for operational purposes and the unrestricted endowment may be used with board approval.

NOTE 7 - RESTRICTED ASSETS

Restricted assets at June 30, 2020 and 2019 were as follows:

2020 2019
Variable life insurance policy $ 391,830 $ 391,830
Student-managed investment fund 147,225 140,206
$ 539,055 $ 532,036

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 nonprofit
organizations. The cash surrender value at June 30, 2020 and 2019 was $391,830.

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, 2019 and 2018 was $147,225 and $140,206,
respectively, and were valued using Level 1 inputs.

NOTE 8 - DONATED ASSETS

Donated assets represent 61 paintings, 10 sculptures, 32 decorative art pieces, furniture, stamps,
books and gemstones. The assets are valued at their appraised value at the date of the gift as
designated by a licensed appraiser. As of June 30, 2020 and 2019, the carrying value of donated
assets was $597,240 and $562,751, respectively.
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NOTE 9 - LONG-TERM DEBT
Paycheck Protection Program Loan

On April 14, 2020 the Foundation received a Paycheck Protection Program (PPP) loan of $146,300
granted by the Small Business Administration (SBA) under the Coronavirus Aid, Relief, and Economic
Security Act (CARES Act). A portion of this loan may be forgivable based on the amount of qualifying
expenses incurred and levels of employee headcount and salaries maintained during a measurement
period. We consider the PPP loan to be debt and, accordingly, will record the amount of forgiveness, if
any, when legally released by the lender. The Foundation has elected the 24-week loan forgiveness
period. At the time of issuance of the financial statements, notice of forgiveness had not been received
from the lender. Any portion of the loan that must be repaid will bear interest at a rate of 1% per annum
and will be due April 14, 2022 and is included in long-term debt on the accompanying statement of
financial position. The Foundation did not incur or pay interest costs during the fiscal years ended
June 30, 2020 and 2019.

NOTE 10 - DEPOSITS HELD IN CUSTODY FOR OTHERS

The Foundation holds funds for certain Rhode Island College organizations. The Foundation pools
these funds with its own investments and allocates returns, net of expenses, to the Rhode Island
College organizations’ asset balances.

NOTE 11 - ALUMNI ASSOCIATION GRANT PAYABLE

The Foundation entered into a ten-year multiple year support agreement with the Rhode Island College
Alumni Association (Association). According to the agreement, the Foundation shall grant an amount of
not less than $125,000 annually beginning July 1, 2015 to support the mission of the Association. The
agreement automatically renews for additional ten-year terms, unless terminated through written notice
twelve months prior to the expiration of the current term. During the year ended June 30, 2020, the
Foundation made a payment of $150,000 and appropriated a $125,000 payment for the upcoming fiscal
year. The grant amount of $625,000, reflecting the net of the total award of $1,250,000 less five
scheduled amortized payments of $125,000, is reported in the accompanying statement of financial
position net of a discount of $45,572 to adjust the long-term promise to give to fair value as of June 30,
2020.

NOTE 12 - 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 that range from 3.0% to 6.0%.

NOTE 13 - NET ASSETS WITHOUT DONOR RESTRICTIONS

Included in net assets without donor restrictions are funds that have been designated for scholarships

by the Board of Directors in the amount of $913,293 and $1,249,283 as of June 30, 2020 and 2019,
respectively.

-19-



RHODE ISLAND COLLEGE FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 14 - NET ASSETS WITH DONOR RESTRICTIONS

The Foundation had net assets with donor restrictions for the following purposes at June 30, 2020 and
2019:

2020 2019

Restricted in perpetuity:

Scholarships and awards $ 17,979,041 $ 18,172,599

Educational programs 839,614 1,481,408
Other net assets with donor restrictions:

Scholarships and awards 8,062,940 8,755,799

Educational programs 2,392,115 2,945,066

Capital improvements 55,054 548,508

$ 29,328,764 $ 31,903,380

The following net assets were released from donor restrictions by incurring expenses that satisfied the
restricted purposes:

2020 2019
Scholarships and awards $ 1,630,758 $ 876,951
Educational programs 2,237,873 1,276,257
Capital improvements 406,326 464,082

$ 4,274,957  $ 2,617,290

NOTE 15 - CONTRIBUTED SERVICES AND FACILITIES

The Foundation relied upon donated services and facilities to support its programs until the year ended
June 30, 2019. The Foundation recognized all services received from personnel of an affiliate that
directly benefit the Foundation. A portion of the Foundation’s administrative services were provided by
the College. The estimated value of wages was $102,462 for the year ended June 30, 2019. During
fiscal year ended June 30, 2019, the Foundation recorded a wage expense and in-kind contribution of
$102,462. There were no contributed administrative services provided for the year ended June 30,
2020.

NOTE 16 - 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 $38,242 and $34,381 for
the years ended June 30, 2020 and 2019, respectively.
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NOTE 17 - RECLASSIFICATIONS TO DONOR INTENT

The Foundation maintains a policy where donation amounts must reach certain thresholds before
considered endowments. Once those thresholds are met, donations are reclassified based on donor
intent to other net asset classifications. During the fiscal year ended June 30, 2020, the Foundation
identified and reclassified several net asset funds without donor restrictions totaling $259,452 to net
assets with donor restrictions.

NOTE 18 - CASH, DEPOSITS AND RESTRICTED ASSETS

The following table provides a reconciliation of cash, cash equivalents, deposits and restricted assets
reported within the balance sheets that sum to the total of the same such amounts shown in the
statements of cash flows:

2020 2019
Cash and cash equivalents $ 546,379 $ 1,031,282
Deposits 200 200
Restricted assets 539,055 532,036
Total Cash, Deposits and Restricted Assets Shown in the
Statements of Cash Flows $ 546,579 $ 1,031,482

NOTE 19 - RISKS AND UNCERTAINTIES

The Foundation invests in various investment securities. Investment securities are exposed to various
risks such as interest rate, market and credit risks. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term and that such changes could materially affect the amounts
reported in the statement of activities and changes in net assets.
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Independent Auditors’ Report on Internal Control over Plumshapiro.com

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 Island

We have audited, in accordance with the 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 States, the
financial statements of the Rhode Island College Foundation (the Foundation), which
comprise the statement of financial position as of June 30, 2020 and the related statements
of activities and changes in net assets, functional expenses and cash flows for the year then
ended, and the related notes to the financial statements, and have issued our report thereon
dated September 10, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Foundation’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 Foundation’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Foundation’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 significant deficiency is
a deficiency, or 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.

Our 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 internal 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 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 or other matters that
are required to be reported under Governmental Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Foundation’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Foundation’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

gﬁwr, Suping »W,ec.

Cranston, Rhode Island
September 10, 2020
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