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INDEPENDENT AUDITORS' REPORT

for the years ended June 30, 2022 and 2021, and the related notes to the financial
which collectively comprise the Jefjes basic financial statements as listed in the t:
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the busingg® activities as of June 30, 2022d 2021, and

the respective changes in financial position and, where applicable, cash flows thereof for the
years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

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 Standardsissued by the Comptroller General of the United States. Our résiitas

under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Colleges,
and to meet our other ethical responsibilities, rcoadance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Change in Accounting Principle

As discussed in Note 2 to the financial statements, the Colleges adopted new accounting
guidance GASB Statement Number 87, Lea3éw adoption of this pronouncement required the
Colleges to restate beginning net position. Our opinion is not modified with respect to this
matter.
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We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the a
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Introduction

Toeontribute
itements and notes. As this MD&A
nould beimeamhjunction with

Vermont State College System

Comprised of fourpublic colleges including Community College of Vermont (CCV), Castleton
University (CU), Northern Vermont University (NVU), and Vermont
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x Workforce development programs, funded via ARPA and Coronavirus Relief (CRF)a@gants
a pass through from the State of Vermaovere funded in FY2021, FY2022, FY2023. These
programs, offering courses and certifications to Vermonters negatively affected by the
COVID-19 Pandemic, have allowed upskilling and reskilling of more thanththaasand
Vermonters. Allocated funds for thegegrams included:

o FY2021: $1.4M
o FY2022: $3.0M
o FY2023: $2.0M (budgeted, not yet incurred)

x For FY2022 and FY2023egislativdy-directed scholarship programs, funded via ARPA
grants as a pass through from the State of Vermont, fudégaee completion programs,
scholarships for critical occupations, and practical nursing programs. These “last dollar”
scholarship programs eliminated the dhéer students in these programs to accept loans for
tuition. Allocated funds for these programs included:

o Long Term Care Practical Nursing Program: $ 1.4M
o Degree Completion Program: $ 3.0M
o Critical Occupations Scholarships: $14.7M

X The pandemic that began in January 2020 had a significant impdbe driermont State
Colleges System’s performance for FY2020 and FY2021. FY2022 saw some rebounding in
terms of enrollment, specifically at Community College of Vermont and Castleton Utyivers
However, room participation and enroliment continues to stall at both Vermont Technical
College and Northern Vermont University. Fortunately, two means of funding have had a
positive impact on the Vermont State Colleggsoronavirus Relief Fundinglacated from
the State of Vermont and federally allocated Higher Education Emergency Relief Funding
(HEERF). Allocated funds from CRF and HEERF included:

FY2020 FY2021 FY2022
o Coronavirus Relief: $ 6.6M $15.7M $ 4.3M
o HEEREF (institutional): $ 2.9M $15.1M $ 5.8M
0 HEERF (student): $ 2.6M $ 3.5M $11.6M

x Enrollment trends continue to be a concern for institutions of Higher Education. Across the
country, enrollments have declined consistently sR@EL. Although a nationalsse, these
challenges to the industry are hitting New England and Vermont especially hard. There are
declining numbers of traditional college students and increased competition among colleges
for those students. Student preferences and attitudes toward higher e
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Using the Financial Statements

The following discussion and analysis provides an overview of the financial statements and
activities of theVermont State Colleges SystdMSCS for the year ended June 30, 202#
selected comparative informatio8ince this MD&A is designetb focus on current activities,
resulting changes and currently known facts, please reathtb@njunction with the financial
statements and notes that follow this section.

These financial statements have been prepared in accordance with @G3d&Brnnent
Accounting Standards Boargjinciples. In June 1999, GASB released Statement No. 34, Basic
Financial Statements and Management’s Discussion and AnaBisanges in Statement No. 34
compared to prior GASB pronouncements require a comprehensive datesbliook at the entity

as a wholeas well ast
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STATEMENT OF NET POSITION

The Statement of Mt Pasition
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by a decrease in investments, capital assets, and deferred outflows and inflevike® yess,
total assets have increasbg $103million: an increase of @ million in current assetand
increase oft11 million in non-current assets fargely related to aX® million increase in net
capital asset$or “right of use assets” due to the adoption of GASB 87
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The restricted expendable portiof Net Position includes unexpended restrigéts and grants
and unexpended endowment appreciatsubject to externagllimposed conditions on their use

There was a4 million increasefrom June 30, 202fo June 30, 20220ver the5-year period
expendal® net assets have increadsd$4 million, as earnings ha outpacedhe 5% spending

on endowments permitted by Board policy; however, performance at the end of FY2022 reduced
the gains from the prior year

Theunrestricted porvn of the Net Positin islargelyaffected by generalperations, but the most
significant impact to date has been th# recognition of futureOPEB obligations, which are
unfunded. As noted earlier in these materials, the VSCS saw a reduction in the OPEB accrual for
FY2022due to its move to a Medicare Advantage program for its retitdesanticipated that the
obligation will increase through 2040 and reduce to below the FY2022 value by 2050.
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Capital Assets and Debt Administration
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Statement of Revenues, Expensesda
Changes in Net Position

The Statement of Revenues, Expenses, and Changes in Net Position reports total operating
revenues, operating expenses, operating revenues and expenses, and other changes in net
position, showing the total change in net position for the fiscal year. Table 3 shows the Condensed
Statements of Revenues, Expenses, and Changdéet Position for the past fifiscal years.

Table 3: Condensed Statements of Revenues, Expenses, and Changes in Net Position

(% in milions)
2022 % Change 2021 % Change 2020 % Change 2019 % Change 2018
Net Student Revenues 82 -6% 87 -13% 100 -71% 107 -1% 108
Grants and contracts 19 6% 18 13% 16 0% 16 7% 15
Other Operating Revenues 17 113% 8 33% 6 -14% 7 0% 7
Operating Revenues 118 4% 113 -1% 122 -6% 130 0% 130
Operating Expenses 202 7% 188 3% 183 -2% 186 0% 186
Operating Loss -84 12% -75 23% -61 9% -56 0% -56
Nonoperating Revenues (Expenses)
Non Capital Appropriations 47 -23% 61 85% 33 10% 30 0% 30
Federal Grants & Contracts 73 70% 43 54% 28 75% 16 0% 16
Gifts currently expendable 2 -33% 3 50% 2 0% 2 -33%
Investment Income & Interest -4 -157% 7 600% 1 -50% 2 0% 2
Interest Expense -5 -17% -6 20% -5 0% -5 0% -5
Other nonoperating revenues -2 0% 0 0% 0 0% 0 0% 0
Net Nonoperating Revenues 111 3% 108 83% 59 31% 45 -2% 46
Total Change before other Revenues 27 -18% 33 -1750% -2 -82% -11 10% -10
Other Changes in Net Position
Capital Appropriation 2 0% 2 0% 2 -33% 3 0% 3
Capital gifts and grants 0 0% 0 0% 0 0% 0 0% 0
Endowment gifts 1 0% 1 0% 1 0% 0 0% 0
Change in Net Position 30 -17% 36 3500% 1 -114% -7 0% -7

Table3: Condensed Statements of Revenues, Expenses, and Changes in Net Position

Operating and Non-operating Revenue

Accounting rules require that our audited financials include operating revenues and expenses
(revenues and expenses from the operation of the Vermont State Colleges System) and non-
operating revenues and expen@esenues and expenses that come from other sources such as
state entities, grants, contracts, and aoting transactions)The following sections provide an
analysis of the total operating and ngperating revenues and expenses.

Prior to the pandemichéVSCS's primary source of revenweasfrom sudenttuition and feesit
approximately 57% of totaHowever,the unusual conditions related to the pandemic, and the
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State of Vermont’s investment in transformation has shifted the proportion of total operating and
non-operating income attributed to net students from the historical average of 57% tot8%%.
shift is wholly attributable to lower student revenues pluséiceipt of bridge funding, ARPA,

CRF, and HEERF grantSeveral of these funding elements, specifically ARPA, CRF, and HEERF
are included in th€ederal Grants &ontractsategory.

The Sate Appropriation for FY2022 included a $5 million increase to the base general fund for
the Vermont State Colleges System together with atiome$8 million appropriation to support
transformation of the Vermont State Colleges. This differs from FY2021 by $13.4 million as the
appropriation folFY2021was inclusive of $28.8 million in bridge funding. Bridge funding for
FY2022 equaling $21 million was allocated to the VSCS as an ARPA economic recovery grant.

Chart 1: Current Year Revenue Chrt 2: Prior Year Revenues

Tuition and Fee Revenue

Net Tuition and fees includes tuition and fees plus residence and dining fees less scholarship
allowances. The charbelowshows the trend fanroliments and corresponding fion and Fee
Revenus from FY2018through FY2022For the System, studebhtisedrevenuehasdeclined

during this fiveyear perioddue to a combination of weaker enrollment and increased financial
aid.

Chart 3 displayg-ull Time Equivalent(FTE) enrollment.The FTE is a reasonable proxy for
revenue and reflects the average-fufie participation of students. Since Fall 2017, the VSCS has
seen a decline FTE of approximately 13%. However, as noted on this chart, the decline is not equal
across institutions. CCV and §tketon are down less than 2% from Fall 2017, while NVU is down
approximately 38% and VTC is down 16%.

The decline at Northern Vermont University and to a lesser degree Vermont Technical College,
can be directly correlated to closure announcements for these locations, since averted. It is
expected that it will take several years to return these campus locations to a stronger enrollment
footing.

Fall 2021 was a marked increase in enrollment for Community College of Vermont. This increase
can be directly attributed to three factors: 1) funding for workforce education for Vermonters
negatively affected by the pandemic; 2) Vermont Student Assistance Corporation’s
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8020pportunity Scholarship for lemmcome Vermontersand 3) receipt of a McClure Foundation
gift supplying allgraduating high school seniors with a free course at Community College of
Vermont.

Chartl: Fall FTE Enrollmeaind Headcounby Institution

Chart2 displays Net Tuition and Fees for each college during theylae period. It is notable
that CCV has by far the largest number of studebtsth- FTE and Headcount, but their net tuition
is consistently outpaced ltlge UniversitiesCCV, as a communityatlegehas the lowest tuition
cost and charges for courses on a per credit basis, thhileesidential schools chargehigher
tuition rate and on a semester basis.

Over the last five yeargnrollment (headcount) has declined across altuisins with the most
significant declines occurring &tVU and
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Economic Factors That Will Affect the Future

Vermont State Colleges Transformation

As noted at the beginning of this document,2D20, the State of Vermont created the Select
Committee on the Future of Public Higher Education in Verm8imice the conclusion of the
Committee’swork in 2021, the Board of Trustees of the Vermont State Colleges endorsed the
recommendations of the Select Committed instructed the Chancellor to execute the
recommendations. Since that tintiee Vermont State Colleges have achieved the following:

1. The first $5 nillion in structural savings were achieved in advance of the FY2023 hudget
an additional $5 million in structural savings will be achieved with each of the next four
fiscal years

2. Launched a search for, and hired, the first president of Vermont Statedityive
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In addition to base appropriation increases, the VSCS requires bridge funding to assist the system
with transformation in a fiscally responsible and sustainable manner. To date, the State of Vermont
has approved bridge funding in the amounts of $28.8 million (FY2021, general fund), $21 million
(FY2022, ARPA economic support grant), and $14.9 million (FY2023, ARPA economic support
grant). The VSCS wilrequest three additional installments of bridge funding totaling $26.5
million (FY2024: $11.5 million, FY2025: $10 million, FY2025: $5 million).

Receipt of the increase to base appropriation and the final installments of bridge funding is vital
to the success of the VSCS'’ transformation. To that en@hibacellor and senior leaderskéam
coninue to work tirelessvith the Governor and his administration andlikgislatureto provide

the funding necessary to support transformation.

Employee and Contractual Obligations

The VSCS employs neartiganthreethousand people annually, the majority of whom are covered
by collective bargaining agreementd/ages and benefits are the single biggest expense of the
VSCS, with more than 62% of all expenses related to employees.

The VSCS has sevawllectivebargaining units- four full-time units and three patime faculty
units Th



(Restated)

2022 2021
Current Assets:
Cash and equivalents (Note 3) $ 101,581,584 $ 75,370,827
Restricted cash and equivalents - 4,655,455
Accounts receivable, net (Note 4) 22,159,504 12,887,694
Deposit with bond trustees (Note 3) 1,087,625 1,068,825
Other current assets 2,515,874 1,906,174
Total Current Assets 127,344,587 95,888,975
Non-Current Assets:
Cash and equivalents (Note 3) 896,203 936,856
Long-term investments (Note 3) 48,187,071 54,904,256
Notes receivable, net (Note 4) 1,469,809 3,279,122

Other assets 88,697 99,207



(Restated)
2022 2021
Current Liabilities:



(Restated)

2022 2021
Operating Revenues:
Tuition and fees $ 107,370,762 $ 109,090,525
Residence and dining 13,020,293 8,753,469
Less: scholarship allowances (38,117,532) (31,329,730
86,514,264

Net Tuition, Fees, and Residence and Dining Revenue 82,273,523



VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Statements of Cash Flows

For the Years Ended June 30,

Cash Flows from Operating Activities:
Tuition and fees
Grants and contracts
Sales and services of educational activities
Interest received
Payments to suppliers
Payments to employees
Collection of loan payments
Other cash receipts

Net Cash Applied to Operating Activities

Cash Flows from Non-Capital Financing Activities:
State appropriations
Non-operating federal grants
Gifts and grants

Net Cash Provided by Non-Capital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Capital and non-expendable grants and gifts
Capital appropriations
Purchase of capital assets
Change in deposits with bond trustee
Proceeds from sale of capital assets
Payments on capital debt
Interest expense on capital debt
Other receipts

(Restated)

2022 2021
$ 56,896,667 $ 74,734,760
8,288,977 19,864,627
14,243,165 9,070,503
739,623 117,412
(54,765,925) (41,623,567
(113,134,553) (110,503,485
1,809,313 209,664
2,015,237 778,761
(83,907,496) (47,351,325
47,331,892 60,725,199
68,171,124 44,113,650
1,730,252 2,540,294

117,233,268

107,379,143

1,458,935 1,393,560

2,000,000 2,000,000

(8,133,110) (5,407,875,

(18,800) (7,041)

2,612,560 1,669,512

(2,816,318) (2,631,028

(7,941,707) (5,690,689

(1,803,824) 168,820

Net Cash Applied to Capital and Related Financing Activities (14.642,264) (8,504,741

- 24 -
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(Restated)
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Note 1 -

VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements

June 30, 2022 and 2021

Summary of Significant Accounting Policies

Organization
Vermont State Colleges (the “Colleges) include the following entities: System Office

and Services, Community College of Vermont (“CCV”), Castleton University
(“CU™), Northern Vermont University (“NVU”), Vermont Technical College
(*VTC”), Vermont Manufacturing Extension Center (“VMEC”), Small Business
Development Center (“SBDC”), and Vermont Tech Office of Continuing Education
and Workforce Development (“TED”).

On March 11, 2020, the World Health Organization declared the global outbreak of

the novel coronavirus (COVID-19) as a pandemic. During the year ended June 30,
2021, COVID-

-26 -



VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

The Colleges have been awarded the following HEERF and SIP funds as of June 30,
2022:

Strengthening
Student Aid Institutional Institution
Award Award Program Total
CARES $ 3,070,616 $ 3,070,616 $ 302,823 $ 6,444,055
CRRSAA 3,070,616 9,914,094 542,363 13,527,073
ARPA 11,630,099 10,880,450 834,626 23,345,175

Total $17,771,331 $ 23,865,160 $1,679,812 $ 43,316,303

The College have recognized the following funds as non-operating Federal grants for
the years ended June 30, :

2022
Strengthening
Student Aid Institutional Institution
Award Award Program Total
CARES $ - $ - $ - $ -
CRRSAA - 820,877 - 820,877
ARPA 11,624,508 9,524,584 505,015 21,654,107
Total $11,624508 $ 10,345461 $ 505,015 $ 22,474,984

-27 -






VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

The Colleges have determined that they function as a business-type activity, as
defined by GASB. The effect of interfund activity has been eliminated from these

-29 -



VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

Restricted Cash and Equivalents

The Colleges restricted cash consists of CRF funds that were funded to the Colleges
from the State but were not expended as of the years ending June 30, 2022 and 2021.
Funds are restricted as they must be used to cover expenses that were incurred due to
the COVID-19 pandemic.

Allowance for Doubtful Accounts
Provisions for losses on receivables are determined on the basis of loss experience,
known and inherent risks, and current economic conditions.

Capital Assets
Real estate assets, including improvements, are generally stated at cost. Furnishings

and equipment are stated at cost as of date of acquisition or, in the case of gifts, at fair
value as of the date of donation. In accordance with the Board’s capitalization policy,
vehicles, equipment and works of art and historical treasures with a unit cost of at
least $5,000 are capitalized. Land, building, leasehold and infrastructure
improvements with a unit cost of $50,000 or more are capitalized. Software with a
unit cost of $500,000 or more is capitalized. Interest costs on debt related to capital
assets were capitalized during the construction period for projects before July 1, 2021.
Beginning on July 1, 2021, interest on debt costs on debt related to capital assets were
expensed during the construction period. The Colleges' 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 3 to 50 years. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized.

Right of use assets are recorded in these financial statements in accordance with
GASB 87 and represent the College’s authority (right) to utilize a leased item over the
duration of an agreed-upon lease term with another entity or vendor. The right to use
assets, measured at the shorter of the estimated useful life or lease term, within these
financials are for buildings and space rental with various vendors.

Restricted - expendable net position includes certain capital funds appropriated by the
State of Vermont to the Vermont Department of Buildings and General Services for
the benefit of VSC and unexpended as of fiscal year-end.

-30-
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(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

Investments

Investments are stated at fair value. Investment securities are exposed to various risks,
such as interest rate, market and credit risks. Due to the level of risk associated with
certain investment securities, it is possible that changes in the values of the
investment securities will occur and that such changes could materially affect the
amounts reported in the statements of net position.

Other Significant Accounting Policies

The Colleges’ employees are granted vacation and sick leave in varying amounts. In
the event of termination, an employee is paid for those accumulated vacation days
allowable in accordance with the applicable union contract in force or in the case of
non-union personnel, according to the State or Colleges' policy.

Amounts of vested and accumulated vacation 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 non-vesting
accumulating rights to receive vacation benefits.

Refundable Grants
Refundable grants are refundable to the federal government for Federal Perkins and
Nursing Student loans.

The Federal Perkins Loan Program Extension Act of 2015 (the “Extension Act”),
enacted on December 18, 2015, extended the Perkins Loan Program through

-31-
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June 30, 2022 and 2021

Bond and Note Premiums

Bond and note underwriters' premiums are amortized on the straight-line basis over
the life of the respective bond. VSC incurred bond premiums related to the 2013,
2017, and 2020 bonds at the time of the issuance of the bonds. The bond premium for
the 2013 bond of $1,898,889 is amortized over 20 years. The bond premium for the
2017 bond of $10,557,129 is amortized over 20.5 years. The bond premium for the
2020 bond of $4,538,755 is amortized over 21.7 years. Cumulative amortization of
the bond premium totaled $4,052,316 and $3,218,862 as of June 30, 2022 and 2021,
respectively. Cumulative unamortized balances of bond premiums totaled
$12,942,457 and $13,775,911 as of June 30, 2022 and 2021, respectively. The bond
premiums are included in bonds and notes payable.

Postemployment Benefits Other Than Pensions ("OPEB")

GASB Statement No. 75, Accounting and Financial Reporting for Pasnployment
Benefits Other than Pensio(i§sASB 75”), require governments to account for other
post-employment benefits (“OPEB”), primarily healthcare, on an accrual basis rather
than on a pay-as-you-go basis. The effect is the total OPEB liability is to be measured
as the present value of projected benefit payments to be provided to current active and
inactive employees that is attributed to those employees' past periods of service.

The Statement requires that the actuarial present value of projected benefit payments
be attributed to the periods of employee services using the entry age actuarial cost
method with each period's service cost determined as a level percentage of pay.

-32-
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(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

Use of Estimates in Financial Statement Preparation

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions about future events. These estimates and assumptions

-33-
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Note 3 -

VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

Cash and Equivalents, and Investments

Cash and Equivalents
Cash and equivalents with maturities of 90 days or less from purchase date are
recorded at cost, which approximates market value.

In operating a central treasury and investment pool, individual college cash receipts
(except the federal loan funds) are deposited in separate collection deposit accounts in
the name of VSC. Disbursements are made from other bank accounts that are funded
by transfers from the central treasury.

In accordance with the Uniform Prudent Management of Institutional Funds Act,

VSC deems all realized and unrealized gains on permanently restricted investments to
be temporarily restricted if the income is restricte

-36 -



VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

At June 30, 2021, the balance of current assets - cash and equivalents and restricted
cash and equivalents, consists of approximately $14,300 in petty cash, and the
remainder deposited in Federal Deposit Insurance Corporation (“FDIC”) insured
banking institutions of approximately $80,012,000 per the accounting records of the
Colleges, and approximately $81,529,000 per bank records. Of the bank balances,
approximately $628,000 was covered by federal depository insurance and
approximately $80,901,000 was uninsured and uncollateralized at June 30, 2021.

At June 30, 2021, the balances of non-current assets -

-37-



VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

Investments of the various funds at June 30, 2021 are as follows:

Fair Value Cost

U.S. Government bonds $ 6,438,074 $ 6,078,575
Corporate bonds 6,208,330 5,890,960
Common stock and ETF's 18,645,031 11,865,354
Hedge fund shares 4,038,558 3,906,602
Mutual funds 9,998,621 8,512,329
Money market 9,575,642 9,575,642
Held by bond trustee 1,068,825 1,068,825

Total Investments $ 55,973,081 $ 46,898,287

Investment maturities include deposits held by the bond trustee, which are invested in
various government securities, corporate bonds, commercial grade paper, and money
market accounts. The majority of these funds are related to the 2013 bond, and they
are held in the bond fund, the reserve fund, and the construction fund. Within the
bond fund, there is a principal account, an interest account, and a sinking fund
account.

Investment Type Market Value Less than 1 1-5 6-10 More than 10

Money Market
Investments
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2021
Investment Maturities (in years)

Investment Type Market Value Less than 1 1-5 6-10 More than 10
Money Market
Investments $ 9575642 $ 9575642 $ - $ - $ -
Corporate Bonds 6,208,330 1,428,430 4,050,902 728,998 -
U.S. Govt. Bonds 6,438,074 1,465,385 3,771,343 1,201,346 -

Total $ 22,222,046 $12,469,457 $7,822,245 $1,930,344 $ -

Other Investments

Common Stock and

Mutual Funds 32,682,210
Held by Bond Trustee 1,068,825
Total $ 55,973,081
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The risk categories for the bond fund holdings held by VSC at June 30, are as
follows:

Investment rating* 2022 2021

AAA $ 4913874 $ 6,684,425
AA+ 75,228 77,674
AA 333,638 1,431,306
AA- 228,052 4,133
A+ 367,683 643,895
A 507,928 1,951,764
A- 1,222,039 772,682
BBB+ 952,898 847,204
BBB 209,633 233,321
Unrated 12,551,794 9,575,642

$ 21,362,768 $ 22,222,046

*These ratings are determined by Standard & Poor’s, a division of The McGraw-Hill
Companies, Inc. All ratings represent the opinions of the research provider and are
disclaimed as not representations or guarantees of performance.

The applicable risk ratings as defined by Standard & Poor’s are as follows:

AAA - An obligation rated ‘AAA’ has an extremely strong capacity to meet its
financial commitments. It is the highest rating given to an obligor.

AA - An obligation rated ‘AA’ differs from the highest rated obligations only to a
small degree. The obligor’s capacity to meet its financial commitment on the
obligation is very strong.

A - An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions than obligations in higher rated
categories. However, the obligor’s capacity to meet its financial commitment on the
obligation is still strong.

BBB -
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BB - An obligation rated ‘BB’ is less vulnerable to non-payment than other
speculative issues. However, it faces major ongoing uncertainties or exposure to
adverse business, financial or economic conditions, which could lead to the obligor’s
inadequate capacity to meet its financial commitment on the obligation.

B - An obligation rated ‘B’ is more vulnerable to non-payment than obligations rated
‘BB’, but the obligor currently has the capacity to meet its financial commitment on
the obligation. Adverse business, financial, or economic conditions will likely impair
the obligor’s capacity or willingness to meet its financial commitment on the
obligation.

CCC - An obligation rated ‘CCC’ is currently vulnerable to non-payment and is
dependent upon favorable business, financial and economic conditions for the obligor
to meet its financial commitment on the obligation. In the event of adverse business,
financial or economic conditions, the obligor is not likely to have the capacity to meet
its financial commitment on the obligation.

Plus (+) or minus (-): The ratings from ‘AAA’ to ‘CCC’ may be modified by the
addition of a plus (+) or minus (-) sign to show relative standing within the major
rating categories.

Fair Value Hierarchy

The fair value hierarchy categorizes inputs to valuation techniques used to measure
fair value into three levels. Level 1 inputs are quoted market prices for identical assets
or liabilities in active markets that a government can access at the measurement date.
Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for an asset or liability, directly or indirectly. Level 3 inputs are
unobservable inputs. The highest priority is assigned to Level 1 inputs and the lowest
to Level 3 inputs. If the fair value is measured using inputs from more than one level
of the hierarchy, the measurement is considered to be based on the lowest priority
input level that is significant to the entire measurement. Valuation techniques used
should maximize the use of the observable inputs and minimize the use of
unobservable inputs.

The asset’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. The
following is a description of the valuation methodologies used for assets at fair value
on a recurring basis.
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The following tables set forth by level, within the fair value hierarchy, the fair value
of the Colleges assets measured on a recurring basis:

Assets aFair Value as of June 30, 2022

Level 1 Level 2 Level 3 Total
U.S. Government bonds 3 4685511 $ - $ -3 4,685,511
Corporate bonds - 4,125,463 - 4,125,463
Common stock and ETF's 12,533,851 - - 12,533,851
Hedge fund shares - 4,421,493 - 4,421,493
Mutual funds 9,868,959 - - 9,868,959
Money market 12,551,794 - - 12,551,794
Held by bond trustee 1,087,625 - - 1,087,625
Total Assets at Fair Value $ 40,727,740 $ 8,546,956 $ - $ 49,274,696

Assets at Fair Value as d6ine 30, 2021

Level 1 Level 2 Level 3 Total
U.S. Government bonds $ 6,438,074 $ -3 -3 6,438,074
Corporate bonds - 6,208,330 - 6,208,330

-43 -



VERMONT STATE COLLEGES

(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2022 and 2021

Note 4 - Accounts Receivable, Notes Receivable and Allowance for Bad Debts

The composition of the Colleges’ accounts receivable at June 30, is summarized as

follows:
2022 2021

Student accounts receivable $ 10,615,442 $ 12,231,000
Grants receivable 17,382,522 6,682,679
Other receivable 895,491 1,285,705
Subtotal 28,893,455 20,199,384
Allowance for doubtful accounts (6,733,951) (7,311,690)

$ 12,887,694

Total accounts receivable, net $ 22,159,504
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Long-Term Liabilities

Long-term liabilities consist of the following at June 30,:

Long-term liabilities
Bonds and notes payable
Total OPEB obligation
Lease liability
Other liabilities
Refundable grants

Total long-term liabilities

Long-term liabilities
Bonds and notes payable
Total OPEB obligation
Lease liability
2385

2022
Beginning Ending Current
balances Additions Reductions balances portion
$ 117,960,911 $ - $ 4,258,455 $ 113,702,456 $4,428,454
238,004,493 - 77,269,765 160,734,728 -
16,590,959 223,592 2,006,318 14,808,233 1,916,423
142,476 87,287 142,476 87,287 -
4,029,353 - 473,065 3,556,288 -
$ 376,728,192 $ 310,879 $84,150,079 $ 292,888,992 $6,344,877
Beginning Ending Current
balances Additions Reductions balances portion
$ 119,574,365 $ - $ 1,613,454 $ 117,960,911 $4,258,455
194,057,554 43,946,939 - 238,004,493 -
18,441,987 - 1,851,028 16,590,959 2,013,498
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