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Independent Auditors’ Report

The Board of Governors for Higher Education
State of Rhode Island and Providence Plantations:
We have audited the accompanying financial statements of the business-type activities and the discretely
presented component unit of Rhode Island College (the College) (a component unit of the State of Rhode
Island and Providence Plantations) as of and for the years ended June 30, 2007 and 2006, which
collectively comprise the College’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the College’s management. Our responsibility is to express
opinions on these financial statements based on our audits. We did not audit the financial statements of the
discretely presented component unit. Those financial 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 discretely presented component unit, is based on the report of the other auditors.
We conducted our audits 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 audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the College’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinions.
In our opinion, based on our audits and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the business-type activities
and the discretely presented component unit of the College as of June 30, 2007 and 2006, and the
respective changes in financial position and, where applicable, cash flows thereof for the years then ended
in conformity with U.S. generally accepted accounting principles.
In accordance with Government Auditing Standards, we have also issued our report dated September 28,
2007 on our consideration of the College’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

The Management’s Discussion and Analysis (MD&A) is not a required part of the financial statements but
is supplementary information required by U.S. generally accepted accounting principles. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

September 28, 2007
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Management’s Discussion and Analysis
June 30, 2007 and 2006
(Unaudited)

Introduction
The following management discussion and analysis (MD&A) provides management’s view of the financial
position of Rhode Island College (the College) as of June 30, 2007 and the results of operations for the year then
ended, with selected comparative information for the years ended June 30, 2006 and 2005. The purpose of the
MD&A is to assist readers in understanding the accompanying financial statements by providing an objective
and understandable analysis of the College’s financial activities based on currently known facts, decisions, and
conditions. This analysis has been prepared by management, which is responsible for the completeness and
fairness of this information, consists of highly summarized information, and should be read in conjunction with
the College’s financial statements and notes thereto that follow this section.
The College, founded in 1854, is the oldest of the three public institutions of higher education that operate under
the aegis of the Board of Governors for Higher Education. Its primary mission is to make its academic programs
available to any qualified resident of Rhode Island who can benefit from its educational services. Out-of-state
residents are also eligible for admission. The College fulfills its educational mission by offering undergraduate
programs in the liberal arts and sciences and in a variety of professional and pre-professional fields. It also offers
a range of selected graduate programs in the arts and sciences, education, and in areas of social, public and
community service. The College offers its academic programs to undergraduates of traditional age as well as to
older students who often study and or work part-time while earning undergraduate or advanced degrees. The
majority of students are from Rhode Island. It 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.
The College was established in 1854 as the Rhode Island Normal School, focusing on teacher education. Due to
diminished state support, the College was closed for a period between 1865 and 1869, when it reopened as the
Rhode Island State Normal School. In 1920, the Normal 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, the College was relocated from the downtown location to its
current 170-acre campus on the border of Providence and North Providence. In 1959, the mission of the College
was expanded to that of a general, comprehensive college. In 1960, the name of the institution was changed to
Rhode Island College to reflect its expanded mission. The College has undergone rapid expansion at the
undergraduate and graduate levels in recent decades. It now serves almost 9,000 students in a variety of courses
and programs both on and off campus.
The College is part of the Rhode Island system of public higher education that includes the Community College
of Rhode Island and the University of Rhode Island, with which articulation agreements exist for student
transfers within the system. The Board of Governors for Higher Education became the governing body for the
College in 1981.
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Financial Highlights
The College’s financial position remained strong as of June 30, 2007. At June 30, 2007, the College’s assets of
$110.1 million exceeded its liabilities of $55.6 million by $54.5 million, an increase over the prior year of
$9.6 million. At June 30, 2006, the College’s assets of $87.7 million exceeded its liabilities of $42.8 million by
$44.9 million, an increase over the prior year of $0.4 million. The resulting net assets are summarized into the
following categories (in millions) for the fiscal years ended June 30, 2007, 2006, and 2005:
Net Assets
(Dollars in millions)
60.0
50.0
40.0
30.0
20.0
10.0
0.0
(10.0)

Invested in Capital
Assets

RestrictedExpendable

Unrestricted

2007

47.8

5.9

0.8

2006

43.0

1.8

0.1

2005

43.0

2.1

(0.6)

Restricted expendable net assets may be expended only for the purposes authorized by the creditor, grantor, or
enabling legislator. Unrestricted net assets represent all other funds that do not meet the definition of Invested in
Net Capital Assets or Restricted funds.
Fiscal year 2007 operating revenues increased by 7.8%, or $4.9 million. Expenses increased by 2.3%, or
$2.6 million. Fiscal year 2006 operating revenues increased by 6.1%, or $3.6 million. Expenses increased by
4.9%, or $5.2 million.
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The following chart provides a graphical breakdown of total revenues by category for the fiscal years ending
June 30, 2007, 2006 and 2005:
Revenues
(Dollars in millions)

80.0
60.0
40.0
20.0
0.0
Total

operating

Net nonoperating

Total other revenue

2007

$67.6

45.9

9.9

2006

$62.7

44.4

4.6

2005

$59.1

44.9

3.6

Cash flow continued to be adequate for operations with a cash balance of $19.0 million at June 30, 2007, and
$20.6 million at June 30, 2006 a decrease of $1.6 million and increase of $7.8 million, respectively from the
previous year.
Overview of the Financial Statements
The financial statements focus on the College as a whole, rather than upon individual funds or activities, and
have two primary components: 1) the financial statements and 2) the notes to the financial statements.
Rhode Island College Foundation (Foundation) is a legally separate tax-exempt component unit of Rhode Island
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 is considered a component unit of the College and
is discretely presented in the College’s financial statements.
Management’s Discussion and Analysis is required to focus on the College, not its component unit.
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The Financial Statements
The financial statements are designed to provide readers with a broad overview of the College’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 Assets presents information on all of the College’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the College is improving or deteriorating. Other factors are also
relevant to assessing the College’s overall financial health. These include: the trend, quality, and retention and
size of student enrollments; diversification of revenue streams; management of costs; and condition of facilities.
The Statement of Revenues, Expenses and Changes in Net Assets shows how the College’s net assets 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 changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items 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).
The Statement of Cash Flows is reported on the direct method. 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 16 to 18 of this report.
The College reports its operations as a business-type activity using the economic measurement focus and full
accrual basis of accounting. The College is a component unit of the State of Rhode Island and Providence
Plantations. Therefore, the results of the College’s operations, its net assets and its cash flows are also
summarized in the State’s Comprehensive Annual Financial Report in its government-wide financial statements.
Notes to 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 provide information regarding both the accounting policies and procedures the
College 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 19 to 37 of this report.
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Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of the College’s financial position. In the
case of the College, assets exceeded liabilities by $54.5 million at the close of fiscal year 2007, an increase of
$9.6 million over fiscal year 2006, and assets exceeded liabilities by $44.9 million at the close of fiscal year
2006, an increase of $0.4 million over fiscal year 2005, as shown in the chart below:
Condensed Net Assets
(Dollars in millions)
2007
Assets:
Current assets
Noncurrent assets
Total assets
Liabilities:
Current liabilities
Noncurrent liabilities
Total liabilities
Net assets (deficit):
Invested in capital assets, net of related debt
Restricted:
Expendable
Unrestricted
Total net assets

2006

2005

$

22.5
87.6

23.8
63.9

16.4
64.3

$

110.1

87.7

80.7

$

16.5
39.1

13.0
29.8

16.0
20.3

$

55.6

42.8

36.3

$

47.8

43.0

43.0

5.9
0.8

1.8
0.1

2.0
(0.6)

54.5

44.9

44.4

$

The largest change in total assets is due to the construction of a new residence hall which is discussed in more
detail on page 12.
The largest portion of the College’s net assets, $47.8 million in fiscal year 2007 ($43.0 million in fiscal year
2006), reflects its investment in capital assets (such as land, buildings, machinery, and equipment), less any
related outstanding debt, including capital leases, used to acquire those assets. The College uses these capital
assets to provide services to students, faculty, and administration; consequently, these assets are not available for
future spending.
Although the College’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 other sources, since the capital assets themselves
cannot be used to liquidate these liabilities. Also, in addition to the debt noted above, which is reflected in the
College’s financial statements, the State of Rhode Island regularly provides financing for certain capital projects
through the issuance of general obligation bonds and appropriations from the Rhode Island Capital Fund.
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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 50% in fiscal year 2007 and 49% in fiscal year 2006. Bonds, notes and leases
payable at June 30, 2007 of $13.9 million, accounts payable of $6.6 million, compensated absences of
$5.9 million and due to State of Rhode Island of $20.0 million are the College’s largest liabilities ($14.5 million,
$4.2 million, $5.7 million, and $9.5 million respectively, in fiscal year 2006).
Condensed Revenues, Expenses and Changes in Net Assets
Years ended June 30, 2007, 2006, and 2005
(Dollars in millions)
2007
Operating revenues:
Tuition and fees
Auxiliary enterprises
Less scholarship allowances
Grants, contracts, and other

$

2006

2005

42.9
13.3
(8.5)
19.9

40.2
12.9
(7.6)
17.2

36.8
12.3
(7.1)
17.1

67.6

62.7

59.1

84.9
4.4
3.3
16.9
4.3

81.7
4.5
3.4
17.6
4.0

77.2
4.9
2.8
16.2
4.9

Total operating expenses

113.8

111.2

106.0

Net operating loss

(46.2)

(48.5)

(46.9)

45.0
0.9

44.1
0.3

43.9
1.0

Net nonoperating revenues

45.9

44.4

44.9

Loss before other revenues,
expenses, gains, or losses

(0.3)

(4.1)

(2.0)

9.6
0.3

4.0
0.6

2.8
0.8

9.9

4.6

3.6

9.6

0.5

1.6

Total operating revenues
Operating expenses:
Salaries and benefits
Scholarships, grants, and contracts
Utilities
Other expenses
Depreciation and amortization

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

Capital appropriations
Capital gifts and grants
Total other revenues
Increase in net assets

$
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Operating Revenues
Total operating revenues for fiscal year 2007 were $67.6 million, an increase of $4.9 million from the prior year.
Total operating revenues for fiscal year 2006 were $62.7 million, an increase of $3.6 million from the prior year.
The most significant sources of operating revenue for the College are tuition and fees, grants and contracts, and
auxiliary services. Significant changes in operating revenue resulted from:
•

The Board of Governors raising student tuition and fees in fiscal year 2007 by an average of 6% for
in-state and 7.5% for out-of-state, along with an increased enrollment of 0.8%, resulted in an increase of
$2.7 million. Student tuition and fees were raised by an average of 7.7% for in-state and 7.9% for
out-of-state, along with a decreased enrollment of 1.3%, resulted in an increase of $3.4 million in fiscal
year 2006.

•

Scholarship allowances (a contra-revenue) increased 12.8% or $1.0 million in 2007, and 7.0% or
$0.5 million in 2006, respectively, than the previous year.

•

An increase of 16% or $2.7 million (0.6% or $0.1 million in fiscal year 2006) in federal, state, local and
private grants and contracts.
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The following summary shows major grant and contract expenses, including indirect cost charges, for the fiscal
years ending June 30, 2007, 2006 and 2005 ($ in thousands):
Agency
RI Department of Education
RI Department of Human
Services
RI Department of Children,
Families
US Department of Education
US Department of Education
US Department of Health
RI Department of Education
RI Department of Education
RI Department of Education
University of Rhode Island
Workforce Partnership of
Greater RI
US Department of Health
and Human Services
RI Department of Education
RI Department of Human
Services
RI Department of Children,
Families
RI Office of Higher
Education

Grant

2007

RI Technical Assistance
Project
Case Management
Programs

$

2006

2005

1,059

899

1,208

306

148

338

820
571
363

680
609
378

840
599
361

468
1,138
412

439
893
422

426
536
394

770
639

794
331

800
150

W.I.A. – TIHEL

181

194

37

P.N.S. – Family Support – 360
Scholarships – Urban
Multicultural

237

258

102

104

1

35

Early Intervention
Positive Education
Partnership
No Child Left Behind
Partnership

320

115

—

610

74

—

197

182

180

RI Child Welfare Institute
Upward Bound
Student Support Services
University Center on
Developmental Disabilities
Vision Services
Surrogate Parent
RI Statewide Improvement
Grant
INBRE

Operating Expenses
Fiscal year 2007 operating expenses totaled $113.8 million, an increase of $2.6 million from the prior year.
Fiscal year 2006 operating expenses totaled $111.2 million, an increase of $5.2 million from the prior year. Of
this total, $58.9 million or 52% ($60.7 million or 55% in 2006) was used for instruction, academic support,
student support and scholarships. Depreciation and amortization expense totaled $4.3 million in fiscal year 2007
and $4.0 million in fiscal year 2006. Significant changes in operating expenses resulted from:
•

Depreciation and amortization expenses of $4.3 and $4.0 million were $0.3 higher and $0.9 million lower
in fiscal years 2007 and 2006, respectively, than the previous years.
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•

Supplies and other services of $16.9 and $17.6 million decreased $0.7 million and increased $1.4 million,
respectively, from the previous years.

•

Scholarships of $4.4 million in 2007 and $4.5 million in 2006 decreased $0.1 and $0.4 million,
respectively, from the previous years. Offsetting the decrease in scholarships in fiscal year 2007, was
scholarship allowances (a contra-revenue) increasing $1.0 million.

•

Utility expenses of $3.3 million and $3.4 million decreased $0.1 million and increased $0.6 million in
fiscal years 2007 and 2006, respectively, from the previous years.

•

Personnel related expenses increased $3.2 million.

The following chart provides a graphical breakdown of significant operating categories of expenses:
O pe rating Expe nse s
(Dollars in millions)
100.0
80.0
60.0
40.0
20.0
0.0
Salaries

Scholarships

Utilities

Supplies

Depr.

2007

84.9

4.4

3.3

16.9

4.3

2006

81.7

4.5

3.4

17.6

4.0

2005

77.2

4.9

2.8

16.2

4.9

Nonoperating Revenues and Expenses
Net nonoperating revenues for fiscal years 2007 and 2006 are $45.9 and $44.4 million, respectively, consisting of
the state appropriations, gifts, and net investment earnings. This represents an increase of $1.5 and a decrease of
$0.5 million over the prior years, respectively.
Other
Capital appropriations of $9.6 and $4.0 million in fiscal years 2007 and 2006, respectively, represent funds to
construct a new residence hall as well as Rhode Island Capital Plan Funds utilized by the College to construct or
acquire capital assets.
Due to the nature of public higher education, institutions incur a loss from operations. State appropriations to the
College, reported as nonoperating revenue, are the primary resource for offsetting the loss from operations.

11

(Continued)

RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Management’s Discussion and Analysis
June 30, 2007 and 2006
(Unaudited)

Capital Asset and Debt Administration
Capital Plan
The Rhode Island Board of Governors for Higher Education submits a running five year capital improvement
plan to the General Assembly and State Executive each year. The plan includes proposed capital asset protection
projects for the College. The fiscal year 2009-2013 plan for the College totals $86.75 million and includes all
projects underway and planned, whether funded or not. This plan forms the basis for discussions on funding the
various projects from all available funding sources. During fiscal year 2007, the College expended $28.6 million
on plant related projects. The College generally has funded its capital plans through a combination of funds
received from College operations, State of Rhode Island Capital appropriations, and general obligation bonds.
The execution of the College’s capital improvement plan is contingent upon approval and sufficient funding from
the State.
In fiscal year 2006 the College began construction of a new residence hall. When complete, the new residence
hall will be the largest structure on campus, encompassing 125,000 square feet of floor space. The new residence
hall is planned to house 367 students in a mix of suite and apartment-style units, increasing the College’s
on-campus housing capacity to 1,195. The projected cost of this facility is $30.0 million. At June 30, 2007, the
College recorded $27.1 million in construction in progress for this project.
Capital Assets
At June 30, 2007, the College had $82.4 million invested in capital assets, net of accumulated depreciation of
$69.5 million. Included in the College’s capital assets is $28.0 million in construction in progress. Depreciation
charges totaled $4.3 million for the current fiscal year, an increase of $0.3 million over the prior year. Legal title
to all land and real estate assets is vested in the Rhode Island Board of Governors for Higher 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)
2007
Land and improvements
Construction in progress
Buildings and improvements
Furniture, fixtures, and equipment
Total

$

2006

5.5
28.0
44.8
4.1
82.4

$

4.4
3.0
45.8
4.3
57.5

2005
3.5
7.2
42.1
5.0
57.8

Major capital additions this year included:
•

New Residence Hall (construction in progress) to date $27.1 million

•

Parking Lot “C” and “L” improvements $0.7 million

•

Parking Lot “K” improvements (construction in progress) to date $0.2 million
12
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•

Completed improvements to Clarke Science of $0.2 million

•

Renovations to State Home and School completed $0.4 million

•

Extension of underground utilities to East Campus $0.2 million

•

Removal and installation of underground utilities, $0.6 million

•

Improvements to Physical Plant Building of $0.2 million

•

Improvements to Gaige Hall of $0.1 million

•

Improvements to Adams Library of $0.1 million

•

Improvements to Fogarty Life Science, Lab Renovation $0.1 million

•

Improvements to Craig-Lee Hall (construction in progress) to date $0.1 million

•

Improvements (construction in progress) to Fogarty Life Science to date $0.1 million

•

Upgrade of generator systems at residence halls completed $0.3 million

•

Improvements completed to residential housing, Weber, $0.5 million

•

Improvements completed to residential housing, Browne, $0.2 million

•

Renovations (construction in progress) to Donovan Dining to date $0.3 million

•

Renovations (construction in progress) to Buildings 3 and 7 to date $0.2 million

Debt
At June 30, 2007 and 2006, the College had $13.9 and $14.5 million in debt outstanding, a decrease of $0.6 and
$0.3 million from the prior years, respectively. The table below summarizes the types of debt instruments:

2007

June 30
(Dollars in millions)
2006

2005

Capital lease obligations
General obligation (note payable)
Revenue bonds

$

0.1
1.9
11.9

0.2
2.0
12.3

0.2
2.1
12.5

Total

$

13.9

14.5

14.8

Debt repayments made during the year were $0.6 million.
In addition at June 30, 2007, the College had a $20 million obligation to repay the State for funds advanced to
construct the new residence hall. This amount will be repaid over a nineteen-year period with interest.
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The College has no independent bonding authority. All bonds must be approved by and arranged through the
Rhode Island Board of Governors for Higher Education. All general obligation and revenue bond related
indebtedness is reflected on the financial accounts of the entity issuing the bonds. Board of Governors’ revenue
bonds are rated by Moody’s at Aaa and by Standard and Poor’s at AAA. State of Rhode Island general obligation
bonds are rated by Moody’s at Aa3, and Standard and Poor’s at AA. More detailed information about the
College’s long-term liabilities is presented in note 7 to the financial statements.
Economic Factors that will Affect the Future
The seasonally adjusted unemployment rate for the State of Rhode Island, from which the College primarily
draws students, decreased from 5.2% in June of 2006 to 4.7% in June of 2007, according to the U.S. Bureau of
Labor Statistics. This compares to a decrease from 4.6% to 4.5%, respectively, on a national level.
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. The College
cannot predict the extent to which enrollment may vary in the current environment.
The College faced a budget deficit in fiscal year 2007 of $3.1 million. The State projects a significant budget
shortfall in fiscal year 2008 and has proposed reductions in the state appropriation that will result in a projected
shortfall of $7.7 million for the College.
To support its strategic priorities in this financially challenging environment, the College and the Board of
Governors have taken the following actions:
•

Fiscal year 2007 tuition and fees were increased by 6.0% for in-state students, 7.5% for out-of-state
students, 7.4% for in-state graduate students, and 6.3% for out-of-state graduate students.

•

Fiscal year 2008 tuition and fees were increased by 6.0% for in-state students, 6.0% for out-of-state
students, 6.0% for in-state graduate students, and 6.4% for out-of-state graduate students.

•

The College has requested, in accordance with the Office of Higher Education guidelines, a total in-state
tuition and fees increase of 5.6% and an out-of-state increase of 5.8% for fiscal year 2009.

Despite the reductions in state funding the College’s current financial and capital plans indicate that the infusion
of additional financial resources from the foregoing Board and management actions will enable it to maintain its
present level of services. The College has also attempted to maintain affordability by limiting the size of tuition
and fee increases. It continues to rank well below its peer averages for tuition and fees. In academic year
2006-2007, the College ranked the lowest in tuition and fees in its ten member regional peer group.
Also, in November 2006 the voters of Rhode Island approved $72.8 million general obligation bonds, refunding
bonds, and temporary notes for Higher Education. Rhode Island College’s share of the funding was $7.8 million,
for renovations to the former Department of Children, Youth and Families facilities at Rhode Island College.
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(A Component Unit of the State of Rhode Island and Providence Plantations)
Management’s Discussion and Analysis
June 30, 2007 and 2006
(Unaudited)

The money will be used for the renovation of three buildings, all currently vacant on the College’s East Campus.
The project will add approximately 30,000 square feet of space to the campus for classrooms, Financial Aid
offices and a new home for the Paul V. Sherlock Center on Disabilities. The timetable calls for a project start in
fiscal year 2008 and completion in the spring of 2009.
At its September 17, 2007 meeting, the Rhode Island Board of Governors for Higher Education voted to
discontinue the Retirement Incentive Program at Rhode Island College effective June 30, 2008. The program
provides for an incentive payment of 40% of an employee’s final annual base salary for nonclassified employees,
primarily faculty and administrative staff, who are at least 58 years of age with a minimum of 15 years
continuous service with the College. Approximately 32% of the faculty will be eligible for the incentive payment
at June 30, 2008. The number of eligible employees who will elect to retire and receive the retirement incentive
is unknown at this time.
Request for Information
This financial report is designed to provide a general overview of the College’s finances. Questions concerning
any of the information provided in this report or requests for additional financial information should be addressed
to the Office of the Controller, Rhode Island College, 600 Mount Pleasant Avenue, Providence, Rhode Island
02908.
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Statements of Net Assets
June 30, 2007 and 2006

13,163,945
4,976,304
3,929,255
470,892
—

10,009,262
9,706,912
3,572,423
477,532
—

20,708
—
120,153
1,231
245,479

86,957
—
103,565
7,126
2,279,363

22,540,396

23,766,129

387,571

2,477,011

849,483
150,972
390,186
—
—
—
3,774,988
—
82,447,400

847,453
720,816
980,877
—
—
—
3,893,350
—
57,474,198

—
—
—
287,497
1,100
20,333,819
—
1,540,536
1,302

—
—
—
372,945
3,000
14,330,903
—
1,348,493
1,921

87,613,029

63,916,694

22,164,254

16,057,262

$

110,153,425

87,682,823

22,551,825

18,534,273

$

6,583,013
3,297,517
2,036,632
3,321,762
56,494
545,444
666,316
—

4,210,930
3,161,652
2,212,731
2,859,940
51,139
505,874
—
—

167,955
—
—
420,196
—
—
—
39,272

69,778
—
—
350,239
—
1,262
—
46,964

16,507,178

13,002,266

627,423

468,243

2,611,523
40,911
13,281,731
19,333,684
—
3,839,893

2,556,050
97,405
13,827,176
9,447,000
—
3,859,782

—
—
—
—
212,849
—

—
—
—
—
258,539
—

$

Total current assets
Noncurrent assets:
Restricted cash and cash equivalents (note 2)
Deposits with bond trustee
State capital funds
Pledges receivable
Deposits
Investments (note 2)
Loans receivable, net (note 5)
Restricted asset
Capital assets, net of accumulated depreciation (note 6)
Total noncurrent assets
Total assets

2006
Rhode Island
College
Foundation

2006
Rhode Island
College

Assets
Current assets:
Cash and cash equivalents (note 2)
Cash held by State Treasurer (notes 3 and 7)
Accounts receivable, net (note 4)
Inventory and other current assets
Current portion of pledges receivable

2007
Rhode Island
College
Foundation

2007
Rhode Island
College

Liabilities
Current liabilities:
Accounts payable and accrued liabilities (note 3)
Compensated absences (note 7)
Students’ deposits and unearned revenues
Funds held for others
Current portion of capital lease obligation (note 7)
Current portion of bonds and notes payable (note 7)
Current portion of due to State of Rhode Island (note 7)
Current portion of annuity payments payable
Total current liabilities
Noncurrent liabilities:
Compensated absences (note 7)
Capital lease obligations (note 7)
Bonds and notes payable (note 7)
Due to State of Rhode Island (note 7)
Annuity payable
Grant refundable (note 8)
Total noncurrent liabilities
Total liabilities

39,107,742

29,787,413

212,849

258,539

$

55,614,920

42,789,679

840,272

726,782

$

47,805,651

42,992,602

1,302

659

5,917,163
—
815,691

1,810,332
—
90,210

4,561,628
14,873,518
2,275,105

2,521,361
13,459,161
1,826,310

54,538,505

44,893,144

21,711,553

17,807,491

Net Assets
Invested in capital assets, net of related debt
Restricted:
Expendable (note 9)
Nonexpendable
Unrestricted income (note 10)
Contingencies (note 11)
Total net assets

$

See accompanying notes to financial statements.
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RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Statements of Revenues, Expenses and Changes in Net Assets
Years ended June 30, 2007 and 2006
2007
Rhode Island
College
Foundation

2006
Rhode Island
College
Foundation

2007
Rhode Island
College

2006
Rhode Island
College

42,927,143
13,252,900
(8,525,416)

40,254,215
12,851,544
(7,557,146)

—
—
—

—
—
—

47,654,627

45,548,613

—

—

16,930,198

14,379,196

—

—

3,046,038

2,781,388

—

—

Total operating revenues

67,630,863

62,709,197

—

—

Operating expenses (note 12):
Instruction
Research
Academic support
Student services
Scholarships and fellowships
Public service
Operation and maintenance of plant
Institutional support
Depreciation and amortization
Auxiliary enterprises

36,122,336
11,120,210
11,069,910
7,333,396
4,376,726
807,512
11,103,722
16,371,685
4,269,902
11,261,385

36,818,644
8,870,799
12,027,271
7,387,122
4,486,357
816,426
12,447,596
13,366,586
4,022,254
10,983,199

—
—
—
—
257,511
—
—
1,359,830
2,065
—

—
—
—
—
226,907
—
—
785,264
3,917
—

Total operating expenses

113,836,784

111,226,254

1,619,406

1,016,088

Operating loss

(46,205,921)

(48,517,057)

(1,619,406)

(1,016,088)

45,024,196
—

44,069,413
—

—
3,786,225

—
5,763,106

298,198
1,252,271
(639,593)
—

222,988
541,507
(872,506)
396,902

(298,198)
2,314,276
—
842

(222,988)
958,383
—
21,748

45,935,072

44,358,304

5,803,145

6,520,249

(270,849)

(4,158,753)

4,183,739

5,504,161

9,636,533
—
279,677

4,025,270
41,439
572,919

—
—
(279,677)

—
—
(572,919)

9,645,361

480,875

3,904,062

4,931,242

44,893,144

44,412,269

17,807,491

12,876,249

54,538,505

44,893,144

21,711,553

17,807,491

Operating revenues:
Tuition and fees
Auxiliary enterprises
Less scholarship allowances

$

Net student fees
Federal, State, local, and private grants
and contracts
Sales and services of educational
departments

Nonoperating revenues (expenses):
State appropriations (note 13)
Gifts
Payments between the College and
Foundation
Net investment income
Interest expense
Other
Net nonoperating revenues
Income (loss) before other
revenues, expenses, gains
or losses
Capital appropriations (notes 7 and 13)
Capital gifts and grants
Capital gifts from Foundation
Increase in net assets
Net assets, beginning of year
Net assets, end of year

$

See accompanying notes to financial statements.
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RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Statements of Cash Flows
Years ended June 30, 2007 and 2006

Cash flows from operating activities:
Tuition, residence, dining and other student fees
Grants and contracts
Payments to suppliers
Payments to employees
Payments for scholarships, fellowships and sponsored programs
Loans issued to students
Collection of loans to students
Other receipts

2007
Rhode Island
College

2006
Rhode Island
College

47,778,000
16,211,219
(19,121,274)
(84,228,043)
(4,376,726)
(793,115)
911,477
4,408,735

45,653,067
14,077,444
(21,323,737)
(84,429,290)
(4,486,357)
(607,654)
799,000
3,102,934

(39,209,727)

(47,214,593)

45,024,198
461,822
298,198

44,069,413
526,840
619,890

45,784,218

45,216,143

9,636,533
—
10,553,000
279,677
(29,243,104)
(557,013)
(639,593)
569,843

4,025,270
3,531,308
9,447,000
614,358
(3,742,594)
(3,844,194)
(872,506)
55,748

(9,400,657)

9,214,390

1,252,271

541,507

1,252,271

541,507

(1,573,895)

7,757,447

20,563,627

12,806,180

$

18,989,732

20,563,627

$

(46,205,921)

(48,517,057)

4,269,902

4,022,254

(356,832)
6,640
118,362
590,691
2,372,083
191,338
(176,099)
(19,891)

203,066
21,229
191,346
70,510
(3,249,050)
410,433
(364,172)
(3,152)

(39,209,727)

(47,214,593)

$

Net cash used in operating activities
Cash flows from noncapital and related financing activities:
State appropriations
Funds held for others
Noncapital gifts and grants
Net cash provided by noncapital and related financing activities
Cash flows from capital and related financing activities:
Capital appropriations
Proceeds from capital debt
Borrowings from state
Capital gifts and grants
Purchases of capital assets
Principal paid on capital debt and leases
Interest paid on capital debt and leases
Deposits with trustee
Net cash (used in) provided by capital and related financing activities
Cash flows from investing activities:
Interest on investments
Net cash provided by investing activities
Net increase (decrease) in cash
Cash and cash equivalents – beginning of year
Cash and cash equivalents – end of year
Reconciliation of operating loss to net cash used in operating activities:
Operating loss
Adjustments to reconcile operating loss to net cash used in operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Accounts receivable
Inventory and other current assets
Loans receivable
Funds on deposit with the State
Accounts payable and accrued liabilities
Compensated absences
Students’ deposits and unearned revenues
Grants refundable
Net cash used in operating activities

$

See accompanying notes to financial statements.
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RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Notes to Financial Statements
June 30, 2007 and 2006

(1)

Summary of Significant Accounting Policies
(a)

Organization
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 supported by the State of Rhode Island as its only
comprehensive college, and as part of the system of public higher education that includes the
Community College of Rhode Island (CCRI) and the University of Rhode Island (URI), with which
articulation 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 Governors for Higher Education (the Board), a body politic and
corporate established under Chapter 59 of Title 16 of the General Laws of Rhode Island. The Board
consists of public members appointed by the Governor, the Chair of the Board of Regents for
Elementary and Secondary Education, and the Chairs or designees of the Finance Committees of the
House and Senate of the Rhode Island General Assembly.
The Rhode Island Office of Higher Education, which operates under the direction of the
Commissioner of Higher Education, is the administrative and research arm of the Rhode Island
Board of Governors for Higher Education (Board of Governors). The Board of Governors is not 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. This system consists of
four entities: the University of Rhode Island, Rhode Island College, the Community College of
Rhode Island and the Rhode Island Office of Higher Education.

(b)

Basis of Presentation
The accompanying financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting in accordance with U.S. generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board (GASB).
Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Grants and similar items are recognized as revenue as
soon as all eligibility requirements have been met. The College has determined that it functions 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. Certain other
transactions are reported as nonoperating 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 College has elected not to adopt the pronouncements issued by the Financial Accounting
Standards Board (FASB) and related standards after November 30, 1989.
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June 30, 2007 and 2006

The accompanying statements of revenues, expenses, and changes in net assets demonstrate the
degree to which the direct expenses of a given function are offset by program revenues. Direct
expenses are those that are clearly identifiable within a specific function. Program revenues
primarily include 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.
Rhode Island College Foundation (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 is considered a component unit of the College and is discretely presented
in the College’s financial statements.
During the years ended June 30, 2007 and 2006, the Foundation distributed $577,875 and $795,907,
respectively, to the College for both restricted and unrestricted purposes.
The Foundation is a private nonprofit organization that reports under FASB standards, including
FASB Statement No. 116, Accounting for Contributions Received and Contributions Made, and
FASB Statement No. 117, Financial Reporting for Not-for-Profit Organizations. As such, certain
revenue recognition criteria and presentation features are different from GASB revenue recognition
criteria and presentation features. No modifications have been made to the Foundation’s financial
information in the College’s financial reporting entity for these differences.
Complete financial statements for the Foundation can be obtained from: Office of the Controller,
Rhode Island College, 600 Mount Pleasant Avenue, Providence, Rhode Island 02908.
(c)

Net Assets
Resources are classified for accounting purposes into the following four net asset categories:
Invested in capital assets, net of related debt: Capital assets, net of accumulated depreciation and
of outstanding principal balances of debt attributable to the acquisition, construction, repair or
improvement of those assets.
Restricted – expendable: Net assets whose use is subject to externally imposed conditions that can
be fulfilled by the actions of the College or by the passage of time.
Restricted – nonexpendable: Net assets subject to externally imposed conditions that the College
must maintain them in perpetuity.
Unrestricted: All other categories of net assets: Unrestricted net assets may be designated by the
College.
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The College has adopted a policy of generally utilizing restricted-expendable funds, when available,
prior to unrestricted funds.
(d)

Cash Equivalents
Cash equivalents consist entirely of highly liquid debt instruments with an original maturity date of
three months or less.

(e)

Inventories
Inventories are 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.

(f)

Capital Assets
Real estate assets, including improvements, are generally stated at cost. Furnishings and equipment
are stated at cost at date of acquisition or, in the case of gifts, at fair value at date of donation. In
accordance with the Board’s capitalization policy, all land is capitalized, regardless of value.
Vehicles, equipment, computer software for internal use, and works of art and historical treasures
with a unit cost of $5,000 or more are capitalized. Building, leasehold 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. 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 range from 5 to 50 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.

(g)

Compensated Absences and Salary Reduction Plan
Certain College employees are granted vacation and sick leave in varying amounts. In the event of
termination, an employee is paid for accumulated vacation days allowable under one of the several
union contracts in force or in the case of nonunion personnel, according to State or College policy.
Amounts of vested and accumulated vacation and sick leave are reported as accrued compensation
and benefits. Amounts are determined based upon the personal service rates in effect as of the
balance sheet date. No liability is recorded for nonvesting accumulating rights to receive vacation
and sick pay benefits.
Also reported as noncurrent liabilities are the remaining balances of employee salaries deferred
under a Comprehensive Salary Reduction Plan adopted by the Board during fiscal years 1991 and
1992. Minor amounts attributable to a voluntary salary reduction program for fiscal year 1993,
approved by the Board, are also included. These expenditures can be in the form of paid leave on a
day-to-day basis, payment at the time of employee termination or retirement, or payment to an
employee’s estate in the event of death.
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(h)

Health
The State offers one state paid health plan to each of its participating agencies, including the College.
The premiums for these plans are divided among the agencies based upon their number of eligible
employees. All employees share in healthcare costs. Employee co-pays range from 6% to 11% of
healthcare premiums for nonclassified staff. Classified employees are assessed 2.5% base wages and
0.5% of other wages as co-pays. The costs are automatically deducted through the payroll system on
a bi-weekly basis. Amounts paid by the College for the 2007 and 2006 health premiums amounted to
$8,300,000 and $9,300,000, respectively. Employee contributions for 2007 and 2006 were $780,000
and $577,000, respectively.

(i)

Assessed Fringe Benefit Administrative Fund
In July 2000, the State established the Assessed Fringe Benefit Administrative 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 against the bi-weekly payrolls
of all State agencies, including the College. The fringe benefit assessment rate for fiscal years 2007
and 2006 was 3.2% and 3.8%, respectively. The assessed fringe benefit cost for the College for fiscal
year 2007 and 2006 was $1,490,000 and $1,700,000, respectively.

(j)

Students’ Deposits and Unearned Revenue
Deposits and advance payments received for tuition and fees related to certain summer programs and
tuition received for the following academic year are deferred and are recorded as revenues as earned.

(k)

Student Fees
Student tuition, dining, residence, and other fees are presented net of scholarships applied to
students’ accounts. Certain other scholarship amounts are paid directly to, or refunded to, the student
and are reflected as expenses.

(l)

Tax Status
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.

(m)

Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.
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(n)

Risk Management
The College is exposed to various risks of loss related to general liability, property and casualty,
workers’ compensation, unemployment and employee health and life insurance claims.
The College is insured for general liability with policy limits of $1 million per claim and $3 million
in the aggregate with a $25,000 deductible. 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 contract. Such
claims are insured under a separate policy for wrongful acts with limits of $4 million per claim and
$4 million for the annual aggregate with a $150,000 deductible. Crime coverage for College
employees is carried with a limit of $1 million and a deductible of $100,000. The College also
maintains an excess liability insurance policy with a limit of $25 million.
Buildings and contents are insured against fire, theft, and natural disaster to the extent that losses
exceed $100,000 per incident and do not exceed $350 million. A separate inland marine policy
insures specifically listed high value property items such as computer equipment, valuable papers,
fine arts, contractor’s equipment, and miscellaneous property at various limits of insurance and
deductibles.
All vehicles 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 employee health and life insurance claims are self-insured and
managed by the State.

(o)

Reclassification
Certain 2006 balances have been reclassified to conform to the 2007 presentation.

(2)

Cash, Cash Equivalents, and Investments
(a)

Cash and Cash Equivalents
At June 30, 2007 and 2006, the carrying amount of the College’s cash deposits was $14,013,428 and
$10,856,715, and the bank balance was $15,000,936 and $12,072,008, respectively. Deposits are
exposed to custodial credit risk if they are not covered by depository insurance and the deposits are:
a.

Uncollateralized

b.

Collateralized with securities held by the pledging financial institution, or

c.

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

23

(Continued)

RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Notes to Financial Statements
June 30, 2007 and 2006

Of the 2007 bank balance, $100,682 was covered by federal depository insurance and $10,793,553
was collateralized with securities held in the College’s name by the pledging financial institution.
The remaining amount, $4,106,701 was uninsured and uncollateralized. None of the College’s cash
deposits were required to be collateralized by law since the deposits are not time deposits. In
addition, the five financial institutions doing business with the College exceed the minimum capital
standards prescribed by their federal regulator.
The College’s policy is in accordance with Chapter 35-10.1 of the Rhode Island General Laws
dealing with the Public Finance, which states that any depositary institutions holding public deposits
shall insure or pledge eligible collateral equal to one hundred percent (100%) with any time deposit
with maturities greater than sixty (60) days. If any depositary institution does not meet its minimum
capital standard as prescribed by its federal regulator they shall insure or pledge eligible collateral
equal to one hundred percent (100%) of all public deposits. The College does not have a policy for
custodial credit risk associated with deposits.
(b)

Investments
The Rhode Island Board of Governors for Higher Education has a policy stressing preservation of
principal and limiting deposits to federally insured and other financially secured accounts. The
College predominantly invests in short to medium term cash and similar vehicles.
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 financial position.
The Foundation records purchased securities at quoted market value and contributed services 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.
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. Participation units in the investment funds are
determined monthly based on the fair value of investments at the calculation date.
The June 30, 2007 and 2006 investment portfolio concentrations are as follows:

Foundation 2007
Amount
Percentage
Common stocks
Government securities
Direct financing lease
Cash equivalents
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$

13,146,053
5,773,885
101,864
1,312,017

65%
28
1
6

$

20,333,819

100%
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Foundation 2006
Amount
Percentage
Common stocks
Government securities
Direct financing lease
Cash equivalents

(c)

$

8,968,269
4,372,583
153,852
836,199

63%
30
1
6

$

14,330,903

100%

Restricted Cash
Restricted cash includes the following at June 30:

Grant Fund
Loan Fund

(3)

2007

2006

$

112,857
736,626

232,889
614,564

$

849,483

847,453

Cash Held by State Treasurer
Accounts payable and accrued salaries to be funded from state-appropriated funds totaled $348,816 and
$259,912 at June 30, 2007 and 2006, respectively. The College has recorded a comparable dollar amount
of cash held by the State Treasurer for the benefit of the College. In addition, the College has $4,627,488
on deposit with the State with respect to issuance of bonds on behalf of the College at June 30, 2007 and
$9,447,000 at June 30, 2006.

(4)

Accounts Receivable
Accounts receivable include the following at June 30:

2007
Student accounts receivable
Grants receivable
Other receivables

$

Less allowance for doubtful accounts
$

2006

2,115,069
2,529,550
815,351

1,924,964
1,792,211
893,807

5,459,970

4,610,982

(1,530,715)

(1,038,559)

3,929,255

3,572,423

The College has determined that the net amount of accounts receivable will be collected within a one-year
timeframe.
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(5)

Loans Receivable
Loans receivable include the following at June 30:
2007
Perkins loans receivable
Nursing loans receivable

$

Less allowance for doubtful accounts
$
(6)

2006

4,762,429
48,742

4,845,992
87,757

4,811,171

4,933,749

(1,036,183)

(1,040,399)

3,774,988

3,893,350

Capital Assets
Capital assets of the College consist of the following at June 30:
2007
Estimated
lives
(in years)
Capital assets not being depreciated:
Construction in progress
Land

—
—

Beginning
balance

$

Reclassifications

Ending
balance

26,047,438
—

—
—

(1,029,757)
—

27,987,045
1,630,968

4,600,332

26,047,438

—

(1,029,757)

29,618,013

15 - 25

5,493,543

1,486,461

—

29,250

7,009,254

10 - 50

94,286,853

1,083,343

—

1,000,507

96,370,703

5 - 15

18,424,359

625,862

(51,008)

—

18,999,213

118,204,755

3,195,666

(51,008)

1,029,757

122,379,170

2,745,545

343,049

—

—

3,088,594

48,514,603
14,070,741

3,018,462
908,391

—
(51,008)

—
—

51,533,065
14,928,124

65,330,889

4,269,902

(51,008)

—

69,549,783

57,474,198

24,973,202

—

—

82,447,400

Total being
depreciated
Less accumulated depreciation:
Land improvements
Buildings, including
improvements
Furnishings and equipment
Total accumulated
depreciation
Capital assets, net

Retirements

2,969,364
1,630,968

Total not being
depreciated
Capital assets being depreciated:
Land improvements
Buildings, including
improvements
Furnishings and equipment
(including cost of
capital leases)

Additions

$
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2006
Estimated
lives
(in years)
Capital assets not being depreciated:
Construction in progress
Land

—
—

Beginning
balance

$

Reclassifications

Ending
balance

2,642,169
—

—
—

(6,874,400)
—

2,969,364
1,630,968

8,832,563

2,642,169

—

(6,874,400)

4,600,332

15 – 25

4,405,218

334,701

—

753,624

5,493,543

10 – 50

88,292,525

379,994

(506,442)

6,120,776

94,286,853

5 – 15

18,124,606

385,731

(85,978)

—

18,424,359

110,822,349

1,100,426

(592,420)

6,874,400

118,204,755

2,498,855

246,690

—

—

2,745,545

46,232,578
13,169,622

2,788,467
987,097

(506,442)
(85,978)

—
—

48,514,603
14,070,741

61,901,055

4,022,254

(592,420)

—

65,330,889

57,753,857

(279,659)

—

—

57,474,198

Total being
depreciated
Less accumulated depreciation:
Land improvements
Buildings, including
improvements
Furnishings and equipment
Total accumulated
depreciation
Capital assets, net

Retirements

7,201,595
1,630,968

Total not being
depreciated
Capital assets being depreciated:
Land improvements
Buildings, including
improvements
Furnishings and equipment
(including cost of
capital leases)

Additions

$
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(7)

Long-Term Liabilities
Long-term liabilities consist of the following at June 30:
2007
Beginning
balance
Leases and bonds payable:
Lease obligations
Note payable
Revenue bonds payable

Reductions

Ending
balance

Current
portion

148,544
1,986,734
12,346,315

—
—
—

51,139
66,912
438,962

97,405
1,919,822
11,907,353

56,494
70,643
474,801

Total leases and
bonds payable

14,481,593

—

557,013

13,924,580

601,938

Other long-term liabilities:
Due to State of Rhode Island
Compensated absences

9,447,000
5,717,702

10,553,000
3,711,955

—
3,520,617

20,000,000
5,909,040

666,316
3,297,517

29,646,295

14,264,955

4,077,630

39,833,620

4,565,771

Total long-term
liabilities

$

Additions

$

2006
Beginning
balance
Leases and bonds payable:
Lease obligations
Note payable
Revenue bonds payable

Additions

Reductions

Ending
balance

Current
portion

194,838
2,050,113
12,549,527

—
—
3,531,309

46,294
63,379
3,734,521

148,544
1,986,734
12,346,315

51,139
66,912
438,962

Total leases and
bonds payable

14,794,478

3,531,309

3,844,194

14,481,593

557,013

Other long-term liabilities:
Due to State of Rhode Island
Compensated absences

—
5,307,269

9,447,000
3,656,668

—
3,246,235

9,447,000
5,717,702

—
3,161,652

20,101,747

16,634,977

7,090,429

29,646,295

3,718,665

Total long-term
liabilities

$

$
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(a)

Notes and Bonds Payable

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

June 30
2007
3% Dormitory Bonds of 1967, original amount issued
$365,000, payable to the United States Government.
The bonds are due in annual installments of $40,000,
plus interest, through October 1, 2007. The bonds
final installment of $40,000 plus interest is due on
October 1, 2007.
6.10% – 7.10% Dormitory Bonds of 1971, original
amount issued $430,000, payable to the United States
Government. The bonds final installment of $40,000
plus interest was paid on August 1, 2006. The
Federal Government reimburses the College for
approximately one-half of the aggregate interest
charge annually averaged over the term of the bond
issue.
Rhode Island Health and Educational Building
Corporation Various Purpose Educational Facilities
Issue, Series 1993 B. The bonds, original amount
issued $103,253, carry interest rates ranging from
4.60% to 5.60%, are due in varying annual installments
from $23,292 to $28,397 plus interest. The bonds
varying annual installments from $23,292 to $28,397
plus interest. The bonds final installment of $23,292
plus interest is due on September 1, 2007.
Rhode Island Health and Educational Building
Corporation Higher Education Facility Revenue
Bonds, Series 2003 B payable to the United States
Government. The bonds original amount issued
$7,771,512, carry interest rates ranging from 4.40%
to 5.625%. The bonds are due in varying annual
installments from $229,075 – $587,125, plus interest,
through September 15, 2023.
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2006

40,000

80,000

—

40,000

23,292

48,222

6,960,148

7,257,399
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June 30
2007
Rhode Island Health and Educational Building
Corporation Higher Education Facility Revenue
Bonds, Series 2005 E payable to the United States
Government. 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.

$

2006

3,505,000

3,530,000

Rhode Island Health and Educational Building
Corporation Higher Education Facility Revenue
Bonds, Series 2003 C payable to the United States
Government. 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
installments from $8,025 – $117,165, plus interest,
through September 15, 2023.

1,378,913

1,390,695

United States Department of Education Note Payable
used to renovate and restore the Sylvan R. Forman
Center. The note original amount issued was $2,561,000,
carries an interest rate of 5.5% payable in level
semi-annual installments of $87,637 through
February 1, 2024.

1,919,822

1,986,734

13,827,175

14,333,050

$

During 1994, the College obtained a loan from the United States Department of Education in the
amount of $2,561,000. The loan balance of $1,919,822 bears interest at 5.5% and is payable in
semi-annual installments of principal and interest through 2024. The loan proceeds were used to
finance the renovation and restoration of the Sylvan R. Forman Center on the East campus.
On July 17, 2003, the Rhode Island Health and Educational Building Corporation (the Corporation)
issued the Facility Revenue Refunding Bonds Auxiliary Enterprise Revenue Issue, Series 2003 B
Bonds, par amount $20,785,000 and the Facility Revenue Refunding Bonds Educational and General
Revenue Issue, Series 2003 C Bonds, par amount $13,165,000.
On November 2, 2005, the Corporation issued the Auxiliary Enterprise Revenue Refunding Issue,
Series 2005 E Bonds, par amount $3,530,000. The proceeds of this bond were used to defease the
outstanding obligation of the College relative to the previous Series A issue of 2000. The remaining
principal on the Series 2000 A issue was $3,215,000. The additional principal of $315,000 will be
offset by decreased interest expense of $471,340 realized over the life of the bonds.
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The Series 2005 E and 2003 B bonds are collateralized by the revenues of the auxiliaries operated
under the authority of the Board of Governors.
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. The State annually appropriates funds to the College to be used
for debt service on these bonds.
Principal and interest on notes and bonds payable for the next five years and in subsequent five-year
periods are as follows:

Principal
Year ending June 30:
2008
2009
2010
2011
2012
2013 – 2017
2018 – 2022
2023 – 2027
2028 – 2031

Interest

Total

$

545,444
540,513
566,161
582,040
600,034
3,373,626
4,208,762
2,550,595
860,000

614,904
571,755
553,884
534,196
513,550
2,199,171
1,367,373
387,332
79,650

1,160,348
1,112,268
1,120,045
1,116,236
1,113,584
5,572,797
5,576,135
2,937,927
939,650

$

13,827,175

6,821,815

20,648,990

Interest costs for the years ended June 30, 2007 and 2006, were $639,593 and $646,402,
respectively.
(b)

Lease Obligations

During fiscal year 1989, the College completed the sale with leaseback of its School of Social Work
Building with a related party, the Rhode Island College Foundation. The building was sold for
$550,000 in cash. Under the terms of the agreement, the College has agreed to lease back the
building under a long-term lease agreement for a period of 20 years. The lease agreement provides
the College with an option to repurchase at any of the lease anniversary dates at a predetermined
value or at the end of the lease period for $1.
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The following schedule summarizes future minimum payments under noncancelable leases at
June 30, 2007:

Principal
Year ending June 30:
2008
2009

(c)

Interest

Total

$

56,494
40,911

7,198
1,549

63,692
42,460

$

97,405

8,747

106,152

Related Party Transactions

In November 2004, the voters of Rhode Island authorized the issuance of $30 million in general
obligation debt for the construction of a new residence hall at the College. Of this amount
$20 million will be repaid to the State.
The residence hall was finished and in service by September 2007 at which time the College began
collecting revenues to pay for its share of the debt service. Debt service obligation is to be split
two-thirds to the College, one-third to the State for all payments after September 2007.
The College will repay the State for debt service paid on its behalf on a straight-line basis amortized
over the remaining life of the bonds, which carry rates ranging from 3–5% and a life of nineteen
years, beginning in fiscal year 2008.
As of June 30, 2007, the State has issued all of the $30 million authorized debt. The College has
recognized $20 million as a liability to the State for its obligation to pay two-thirds of the debt
service as a result of these issuances. Additionally, the College recorded an appropriation of
$8,104,033 as of June 30, 2007 and $1,895,967 as of June 30, 2006 to record the $10 million of
contributed capital by the State.
Also, in November 2006 the voters of Rhode Island approved $72.8 million general obligation
bonds, refunding bonds, and temporary notes consisting of $65.0 million for the construction of a
new college of pharmacy building at the University of Rhode Island and $7.8 million for renovation
to the former Department of Children, Youth, and Families Facilities at the College. As of June 30,
2007 no funding was received by the College.
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Principal and interest on bonds payable on the new residence hall for the next five years and in
subsequent five-year periods are as follows:

Principal
Year ending June 30:
2008
2009
2010
2011
2012
2013 – 2017
2018 – 2022
2023 – 2026

Interest

Total

$

666,316
689,649
716,316
756,316
799,649
4,688,246
5,954,912
5,721,929

953,427
923,343
892,110
859,368
824,335
3,507,633
2,257,875
750,019

1,619,743
1,612,992
1,608,426
1,615,684
1,623,984
8,195,879
8,212,787
6,471,948

$

19,993,333

10,968,110

30,961,443

Interest costs for the years ended June 30, 2007 and 2006 were $717,167 and $226,104, respectively.
(8)

Grant Refundable
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.

(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:

2007
Restricted – expendable:
Retirement of general long-term debt
Renewal and replacements
College funds
Capital project programs

2006

$

130,173
522,326
637,164
4,627,500

186,599
1,177,296
446,437
—

$

5,917,163

1,810,332

(10) Unrestricted Net Assets
Management anticipates that the balance in unrestricted net assets as of June 30, 2007 and 2006 will be
used to support auxiliary operations, infrastructure replacements or property acquisitions in the future.

33

(Continued)

RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Notes to Financial Statements
June 30, 2007 and 2006

(11) Contingencies
Various 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 materially
affect the College’s financial position.
The College receives significant financial assistance from federal and state agencies in the form of grants.
Expenditures of funds under these programs require compliance with the grant agreements and are subject
to audit. Any disallowed expenditures resulting from such audits become a liability of the College. In the
opinion of management such adjustments, if any, are not expected to materially affect the financial
condition of the College.
(12) Operating Expenses
The College’s operating expenses, on a natural classification basis, are as follows for the years ended
June 30:

Compensation and benefits
Supplies and services
Depreciation and amortization
Scholarships and fellowships

2007

2006

$

84,902,293
20,287,863
4,269,902
4,376,726

81,754,735
20,962,908
4,022,254
4,486,357

$

113,836,784

111,226,254

(13) State Appropriations
(a)

Direct Appropriations

Pursuant to the Rhode Island General Law 16-59-9, the legislature enacted budget reflects the budget
passed by the General Assembly and signed by the Governor as well as any re-appropriations made
by the Governor for fiscal year 2005. The Board reviews and approves the unrestricted and restricted
budgets and makes recommendations to the Governor and General Assembly for revisions to the
current year’s budget and the ensuing year’s budget for the College, URI, CCRI, and the Office of
Higher Education.
The original and supplemental budget requests to the Governor and General Assembly are acted
upon by a vote of the Board. As part of the College’s annual budget process for unrestricted and
restricted funds, the Board allocates specific amounts in the budget which are allocated 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.
(b)

State Capital Plan Funds

The Rhode Island Capital Plan Fund was modeled on a financial technique originating in the State of
Delaware. Each year the State of Delaware reserves 2% of its general revenues to fund a Budget
Reserve and Cash Stabilization Fund. This process continues annually until the fund reaches 3% of
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total resources. Once that point is achieved, excess revenues are transferred to a Capital Plan Fund.
This Capital Fund is used 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 year 1995.
During fiscal years 2007 and 2006, the State allocated $1,532,500 and $1,650,000 respectively, to
the College for asset protection.
(c)

State Contributed Capital

In October 2006, the College, URI, and CCRI in collaboration with the Governor’s Office submitted
a proposal for supporting the creative use of technology in higher education in Rhode Island. This
proposed plan seeks to integrate technology and education to improve the education of pre-service
and in-service teachers in science, technology, engineering and mathematics (STEM). The proposal
was approved on October 6, 2006 and provided for $11,750,000 in funding to be spent over a
three-year period for the system: $5,750,000 for URI; $1,500,000 for CCRI; and $4,500,000 for
Rhode Island College. The College did not receive or expend any of these funds in fiscal year 2007.
The College also received $10,000,000 in funding for a new residence hall in addition to a
$20,000,000 loan from the State in 2007 and 2006, respectively. This is more fully explained in
note 7(c), Related Party Transactions.
The College’s State appropriation is composed of the following at June 30:

Direct appropriations
State capital plan funds
State contributed capital

2007

2006

$

45,024,196
1,532,500
8,104,033

44,069,413
1,600,000
2,425,270

$

54,660,729

48,094,683

(14) Pension and Early Retirement Plans
Certain employees of the College (principally faculty and administrative personnel) are covered by
individual annuity contracts under a defined contribution retirement plan established by the Rhode Island
Board of Governors (Board) which is also responsible for amending it. Eligible 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 Annuity Association, the Metropolitan Life Insurance Company, or Variable
Annuity Life Insurance Company retirement plan. The Board establishes and amends contribution rates.
Eligible employees must contribute at least 5% of their gross biweekly earnings. These contributions may
be made on a pre-tax basis. The College contributes 9% of the employee’s gross biweekly earnings. The
total expenditures by the College for such annuity contracts amounted to approximately $2,786,000 and
$2,676,000 during the 2007 and 2006, respectively.
Other employees of the College (principally civil service personnel) participate in the Employees’
Retirement System of the State of Rhode Island (the System), a multiple-employer, cost-sharing, defined
35

(Continued)

RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Notes to Financial Statements
June 30, 2007 and 2006

benefit, public employee retirement system. The plan provides retirement and disability benefits, annual
cost-of-living adjustments, 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 general assembly.
The payroll expense of College employees covered by the System was approximately $12,730,000 and
$12,000,000 for the years ended June 30, 2007 and 2006 respectively. The College’s total payroll expense
for the years ended June 30, 2007 and 2006 was approximately $63,220,000 and $59,960,000, respectively.
All full-time employees of the College who have not obtained at least 10 years of contributory service as of
July 1, 2006 and are not covered by 403(b) annuity contracts are eligible to retire at or after age 65 with
10 years of credited service, or at age 59 with 29 years of credited service or at age 55 and had completed
20 years of total service provided, that the retirement allowance, as determined according to the formula in
the State statute is reduced actuarially for each month that the age of the member is less than 65 years. The
retirement benefit is equal to various percentages of annual earnings, ranging from 1.60% to 2.25% for
each of the first 38 years of service, to the maximum benefit of 75% of final salary after 38 years of
service. Final average salary is the three highest consecutive years of earned salary, excluding overtime,
bonuses or severance pay. The System also provides certain death and disability benefits. The above
information can be found at RIGL 36-10-9 and 36-10-10.
The employee contribution rate is set by general law and may be amended by the general assembly. The
employer contribution rate is calculated by the System’s actuary and is reviewed and approved by the
System’s retirement board annually.
Covered employees in the System were required to contribute 8.75% of salaries paid in 2007 and 2006
while the College was required to pay 18.40% and 14.84% of salaries paid for the years ending June 30,
2007 and 2006, respectively. In addition, the College is required to contribute 3.08% and 2.25% for
post-retirement health benefits in 2007 and 2006, respectively. Employees contributed approximately
$1,233,000 and $1,194,000 during the years ended June 30, 2007 and 2006 respectively. The College’s
contributions to the System for the years ended June 30, 2007, 2006, and 2005 were approximately
$2,611,000, $2,018,000 and $1,460,000 respectively, representing 100% of the required contribution for
each of the three years.
The System 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 System, 40 Fountain Street, Providence, RI 02903
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(15) Other Post Employment Benefits
(a) Approximately 400 employees of the College, principally civil service support staff, participate in the
Rhode Island Retiree Health Care Benefit Plan (RIRHCBP). This is a self-insured, defined benefit
post-employment health care plan administered and financed by the State and disclosed in the footnotes to
the State’s financial statements. Total College expenses under the plan during fiscal 2007 and 2006 were
$445,000 and $312,000, respectively. Accrued liabilities as of June 30, 2007 include a self-insurance
accrual for employee health care claims incurred but not paid at that date.
(b) Approximately 560 employees of the College, principally faculty and professional staff, participate in
the Board's self-insured, defined benefit health care insurance retirement program (medical coverage only).
The Board determines the provisions of the health care insurance retirement program, including
contribution rates. The State of Rhode Island acts as an agent for the plan and discloses the plan in its
financial statements. The University of Rhode Island provides administrative support for the plan. The
College is responsible for plan costs for its employees and covered retirees in any period where these costs
exceed employee and retiree contributions and premiums collected. Employees covered by this program
contributed $79,000 and $74,000 during fiscal years 2007 and 2006, respectively. The College expensed an
additional $540,000 and $225,000 during fiscal years 2007 and 2006, respectively. Accrued liabilities as of
June 30, 2007 include a self-insurance accrual of $33,000 for employee health care claims incurred but not
paid at that date.
This health benefit applies to employees who participate in the Board's defined contribution retirement
plan. To be eligible for coverage the retiree must have worked a minimum of 10 years for the
Board/College and must be 60 years of age, unless they have 28 years of service.
(16) Subsequent Event – Discontinuance of Retirement Incentive Plan
At its September 17, 2007 meeting, the Rhode Island Board of Governors for Higher Education voted to
discontinue the Retirement Incentive Program at Rhode Island College effective June 30, 2008. The
program provides for an incentive payment of 40% of an employee’s final annual base salary for
nonclassified employees, primarily faculty and administrative staff, who are at least 58 years of age with a
minimum of 15 years continuous service with the College. Approximately 32% of the faculty will be
eligible for the incentive payment at June 30, 2008. The number of eligible employees who will elect to
retire and receive the retirement incentive is unknown at this time.
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Auditors’ 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

The Board of Governors for Higher Education
State of Rhode Island and Providence Plantations:
We have audited the financial statements of the business-type activities and the discretely presented
component unit of Rhode Island College (the College) (a component unit of the State of Rhode Island and
Providence Plantations) as of and for the year ended June 30, 2007, which collectively comprise the
College’s basic financial statements, and have issued our report thereon dated September 28, 2007. Our
audit report was modified to include a reference to other auditors. 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. Other auditors audited the financial statements of the Rhode Island College Foundation, as
described in our report on the College’s financial statements.
This report does not include 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.
Internal Control over Financial Reporting
In planning and performing our audit, we considered the College’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the College’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
College’s internal control over financial reporting.
Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.
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 entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not
be prevented or detected by the entity’s internal control over financial reporting. We consider the
deficiencies described in findings 2007-1 and 2007-2 in the accompanying schedule of findings and
responses to be significant deficiencies in internal control over financial reporting.
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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 entity’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 and,
accordingly, would not necessarily disclose all significant deficiencies that are also considered to be
material weaknesses. However, we do not believe that the significant deficiencies described above are
material weaknesses.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the College’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 Government Auditing Standards.
The College’s responses to the findings identified in our audit are described in the accompanying schedule
of findings and responses and, accordingly, we express no opinion on it.
This report is intended solely for the information and use of the Board of Governors for Higher Education,
management, 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.

September 28, 2007
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RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Schedule of Findings and Responses
Year ended June 30, 2007

Finding 2007-1
Description and Recommendation
Financial Reporting / Closing Process

Management made a number of adjustments to the financial records of the College in preparing for and
completing the fiscal 2007 audit, and it was apparent that the Institution encountered significant challenges in
timely and accurately producing year-end financial statements in accordance with U.S. generally accepted
accounting principles (GAAP). The primary reasons for this situation are:
•

Maintaining two accounting systems at the Institution. The State mandates the use of Rhode Island
budgetary reporting (non-GAAP) for operations. Year-end financial statements are produced in
accordance with GAAP.

•

A partially automated but labor intensive year-end closing process

•

A relatively small financial staff with unfilled positions and a limited ability to apply high-level
management reviews of key information because of workload and a lack of segregation of duties
between preparing and reviewing certain accounting entries

Recommendation:
The accounting infrastructure should be re-designed such that the Controller can be freed from processing routine
accounting entries and focus instead on high-level reviews of financial information and supporting schedules.
This would strengthen segregation of duties and management review controls used to validate financial
information. The College should also consider the feasibility of bolstering staff resources as appropriate, to
ensure timely and accurate production of the financial statements. We believe these additional resources should
be properly credentialed and experienced in the matters discussed.
Views of Responsible Officials

The College agrees that, under existing conditions, it is extremely difficult to prepare year-end GAAP financial
statements in a timely and accurate manner. However, due to the State’s reporting requirements, the College has
no option but to maintain dual accounting systems. Continuing budget constraints also limit the College’s ability
to increase staff in the Controller’s office. The College will address the issues raised by:
•

Reviewing the year-end financial close and audit process to streamline procedures and reduce overall
workload

•

Cross-training staff to free up more time for high-level management reviews of key information

•

Replace unfilled positions with employees, or outside hires as appropriate, possessing adequate
professional qualifications
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(Continued)

RHODE ISLAND COLLEGE
(A Component Unit of the State of Rhode Island and Providence Plantations)
Schedule of Findings and Responses
Year ended June 30, 2007

Finding 2007-2
Description and Recommendation
Journal Entry Authorization

During our testing of journal entries, we noted that accounting staff can independently post journal entries
without a second level of review.
Recommendation:
All journal entries should be approved by a second knowledgeable individual prior to input into the general
ledger system. Unusual entries of a material amount should be reviewed. Adequate documentation supporting the
entry should be attached to facilitate effective secondary review and provide an audit trail. The review should be
documented by initialing or signing and dating the journal entry. Written policies and procedures should be
established documenting these protocols. Implementation of review procedures for journal entries will reduce the
potential for errors and irregularities and improve financial reporting.
Views of Responsible Officials

Accounting staff do have the technical access to post journal entries without a second level of review. It would be
impractical to restrict such access. However, written office procedures require that all journal entries with
supporting data be reviewed and signed off by a second party. The Peoplesoft system also provides an audit trail
to identify who entered each journal entry. A record of all dually-signed journal entries is maintained for audit
purposes.
The College does make certain worksheet entries in its conversion from fund accounting (non-GAAP) to its
GASB financial statements. These entries do not get posted into the Peoplesoft accounting system. The entries
are made by the Controller without a formal approval sign-off by the Vice President of Finance. The College
plans to enhance its process by adding these entries into Peoplesoft and requiring the dual sign-off procedures
used for all Peoplesoft journals.
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