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INDEPENDENT AUDITORS' REPORT

To the Board of Trustees of
Vermont State Colleges
Montpelier, Vermont
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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 audits.

Accounting principles generally accepted in the United States of America require that the
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basic financial statements. Such information, although not a part of the basic financial |
statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in.an appropriate
nperational eronomic_or historical context We have annliad rertain Jimited orocedwresfothe
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Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2012 and 2011

Using the Financial Statements - Continued

Non-current assets include cash and equivalents, endowments and other long-term investments,
capital assets and notes receivable. Long term investments increased slightly. Deposits with
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increased by over $8M due to the change in the interest rate market. Capital assets, net increased
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June 30, 2012 and 2011

Using the Financial Statements - Continued
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(a Component Unit of the State of Vermont)
Management’s Discussion and Analysis (Unaudited) - Continued

June 30, 2012 and 2011

Using the Financial Statements - Continued




VERMONT STATE COLLEGES
{a Component Unit of the State of Vermont)

Management’s Discussion and Analysis (Unaudited) - Continued
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)
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June 30, 2012 and 2011

At June 30, 2012, VSC had $181,348,000 invested in Capital Assets, net of Accumulated
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Management’s Discussion and Analysis (Unaudited) - Continued

June 30,2012 and 2011
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For FY2012, State Appropriations were $25,998,000, or 16%, of total operating and non-
operating revenues. VSC continues to rely on this important revenue source from the State of
Vermont to help keep tuition as low as possible. For FY2012, in-state tuition increased 4% at
Community College of Vermont (CCV), Castleton State College (CSC), Johnson State College
(JSC) and Lyndon State College (LSC), and Vermont Technical College (VTC). FY2012 out-of-
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(a Component Unit of the State of Vermont)

Statements of Net Assets
June 30,

Assets
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Cash and equivalents (Note 2) $ 38,682,802

Short-term investments (Note 2) -
Accounts receivable, net (Note 3) 10,091,212
Inventories 253,839
Deposit with bond trustees (Note 2) 15,072,756

Other current assets

Total Current Assets 65,158.947

$ 564,867
40,120,946
11,618,192

282,498
31,338,076
—1.067.860

84.992.439

Noncurrent Assets:
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Liabilities and Net Assets

L —T—

Current Liabilities:

Accounts payable and accrued liabilities (Note 11) $ 14,124,206 $ 13,214,172
Deferred revenue and deposits 6,484,210 6,803,976
Current portion of long-term debt {Note 4) 4,940,334 4.433.894

Total Current Liabilities 25.548.750 24.452.042

Sy __‘1 IL

Accounts payable and accrued liabilities (Note 11) 92,178 -
Deferred revenue and deposits 787,430 864,360
Refundable grants 6,058,644 6,072,622
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Statements of Revenues, Expenses and Changes in Net Asset

For the Years Ended June 30,

012 2011
Operating Revenues:

Tuition and fees $ 110,632,877 $ 107,717,508
Residence and dining 19,928,368 18,804,792
Less: scholarship_ allowances (20,881,867 (21,032,822
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Statements of Cash Flows - Continued

For the Years Ended June 30,

012 2011

Cash Flows from Investing Activities:
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(a Component Unit of the State of Vermont)
Notes to the Financial Statements

June 30, 2012 and 2011
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Organization
Vermont State Colleges are comprised of the following entities - System Office and

Services, Community College of Vermont (CCV), Castleton State College (CSC),
Johnson State College (JSC), Lyndon State College (L.SC), Vermont Technical
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(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30,2012 and 2011

Note 1- Summary of Significant Accounting Policies - Continued

Basis of Presentation - Continued
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 1 - Summary of Significant Accounting Policies - Continued

Inventories
Inventories are stated at the lower of cost (first-in, first-out retail inventory method)
or market and consist of bookstore items.

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 date of donation. In accordance with the Board’s capitalization policy,

vﬂw{r‘]pq amninmant and winrlke af art and hictariegl tream }xqfa ﬁ ypld _rost of 4t
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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 cost on debt related to capital
assets 18 capitalized during the construction period and then depreciated over the life
of the project. 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 5to 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.

Restricted expendable net assets include 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.

Investments
Investments are stated at fair value. Investment securities are exposed to various

risks, such as inferest rate, market and credit risks. Due to the level of risk associated







VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 1 - Summary of Significant Accounting Policies - Continued
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Underwriter s discounts of $164,124 and $420,597 related to the 1998 and 2003 bond
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)
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Notes to the Financial Statements - Continued

June 30,2012 and 2011

Note I - Summary of Significant Accounting Policies - Continued

New Governmental Accounting Pronouncements - Continued
GASB 63, Financial Reporting of Deferred Outflows or Resources, Deferred Inflows

1
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(a Component Unit of the State of Vermont)
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June 30, 2012 and 2011

Note 1 - Summary of Significant Accounting Policies - Continued

New Governmental Accounting Pronouncements - Continued

GASBS. 68 Finaycial Reporting dog Pensipn Plans_— an_amendment of GASR

Statement 25, effective for periods beginning after June 15, 2014, establishes
standards for measuring and recognizing liabilities, deferred outflows of resources,
deferred inflows of resources and expense/expenditures for defined benefit pension
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30,2012 and 2011

Ente ul;mh_ Fanivalents and Fn\mqtmﬁnti - ‘ :ﬂ“ti“ﬁﬁd

Cash and Equivalents - Continued

At June 30, 2012, the balance of current assets - cash and equivalents consist of
approximately $18,000 in petty cash and the remainder deposited in Federal Deposit
Insurance Corporation (I'DIC) insured banking institutions of approximately

; }E.éﬁigm nee themarcarstdon _racorde ab=ibn {slooas  mad—ounmen-riwngals
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$40,105,000 per bank records. As of June 30, 2012, all bank balances were covered
under FDIC banking institution insurance coverage and also by a Federal Home Loan
Bank Issuance Letter of Credit.

At June 30, 2012, the balances of non-current assets - cash and equivalents deposited
in FDIC insured banking institutions were approximately $855,000 per the
accounting records of the Colleges and approximatety $734,000 per bank records. Of
the bank balances, approximately $614,000 was covered by federal depository
insurance and approximately $120,000 was uninsured and uncollateralized at June 30,
2012.
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30,2012 and 2011

Note 2 - Cash, Equivalents and Investments - Continued

Investments

s -t . “‘i’w— Fie Gﬁli-i- i

Fair Value Cost

U.S. government bonds $ 1,388,565 § 1,313,836
Corporate bonds 2,653,079 2,464,967
Common stock 10,151,569 13,030,696
Mutual funds 4,817,376 2,527,373
Money market 536,788 528,968
Held hy hang trystee 17 852857 17852837

Total investments $ 37400234 $ 37,718,697

Tz ans i 15 < tiww = oy dn g4 T~ T i Ll # v1 wmekr Ui




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011
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Investments - Contimied

2012
Investment Maturities (in vears)
Investment Type Market Value  Lessthan 1 L3 6-10  More than 10
Money Market
Investments $ 536,788 $ 536,788 § -8 - 8 -
Corporate Bonds 2,653,079 245,580 1,103,452 1,276,821 27226
] U.S. Govt. Bonds 1,388.565 402,190 661,350 325,025 - -

Total $_4,578432 SL184558 §L764.802 S L601846 27226

Other Investments
) Fonity Seporities and

L
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(2 C™omponent Unit of the State of Vermont)
Notes to the Financial Statements - Continued

Investments - Continued
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2012 2011
Interest and dividend income S 1,897,224 $ 2,894,151
Net realized and unrealized gain/(losses) (443.450) 3.072.506
Total investment income 1,453,774 5,966,657
‘ Less: management fees _{119,006) {(110.220)

;ﬁ«‘?—.—‘?- - g ]




Notes to the Financial Statements - Continued

June 30, 2012 and 2011



Note 2 -

VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Cash, Equivalents and Investments - Continued

Investments - Continued
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.

rated ‘A’ 1s somewhat more susceptible to the adverse effects of
i . . SRR e

A - An obligation

g

|

categories. However, the obligor’s capacity to meet its financial commitment on the
obligation 1s still strong.

BBB - An obligation rated ‘BBB’ exhibits adequate protection parameters. However,
adverse economic conditions or changing circumstances are more likely to lead to a
weakened capacity of the obligor to meet its financial commitment on the obligation.
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(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 3 -  Accounts Receivable, Notes Receivable and Allowance for Bad Debts

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

follows:
2012 011

Student accounts receivable $ 6,836,661 § 6,486,406
Grants receivable 3,156,976 3,832,080
Other receivable 1,820,965 2,761,303
Subtotal 11,814,602 13,079,789
Allowance for doubtful accounts (1,723.390) (1.461.597)

Total accounts receivable, net $ 10091212 $ 11618192
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VERMONT STATE COLLEGES
(2 Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30,2012 and 2011

Note 4 - Long-Term Liabilities

eferm lahilities ronedeinf the falleuing ateine 210

2012

Beginning Ending Current
balances Additions Reductions balances portion

Long-term liabilities
Bonds and notes payable § 145,540,752 $ -8 4,341,495 § 141,199,257 § 4,940,334
Fair market value of interest




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

1ITE 1 =

Note 4 - Long-Term Liabilities - Continued

Bonds and Notes Payable
Outstanding debt is as follows:
2012 2011
Student Housing and Dining Hall Bonds:
{Collateralized by certain dormitory and dining
hall facilities)
6.25% Series A 1977, called in full on 7/1/12. § 315000 §$ 375,000
3% Series B 1977, called in full on 7/1/12. 60,000 79,000
Aramark Dining Renovation - LSC, 0% through
2012; uncollateralized. - 32,353
Aramark Dining Renovation - VTC, 0% through
2012; uncollateralized. - 40,000

Revenue Bonds, Series 2003:
2.0% - 4.125% serial bonds aggregating

$16,035,000, maturing 2004 through 2018,

1. e TX I Foml ¥ T ‘__J_ .
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)
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June 30, 2012 and 2011

Note 4 - Long-Term Liabilities - Continued

2012

o
]
_—
[V

Bonds and Notes Pavable - Continued

evenue Bonds, Series 1998:

4.9% - 5.45% capital appreciation serial bonds
aggregating  $5,205,000, maturing 2006
through 2013, and a 5.125% term bond of

Qil QA Hﬂn rafinancad an EVIO1L1 nrijh,ﬂ!!]q
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serial bonds accrues semi-annually and is



Notes to the Financia 1 Statements - Continued

June 30, 2012 and 2011

Note 4 -  Long-Term Liabilities - Continued

2012

=]
<
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Bonds and Notes Payable - Continued

VSC - Capital Construction Projects
Variable rate (69% of the one-month LIBOR
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued
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Note 4 - Long-Term Liabilities - Continued

Bonds and Notes Pavable - Continued

In December 2010, VSC issued Revenue Bonds Serles 2010A, in the prm(:lpal

refnan-iivi pelicna{dhe T Py G @i -cwcayyiy, indolitadu g

of VSC including loans to improve the Blair Park, Williston, Randolph, and Vermont
campuses of VSC; and (3) paying the costs of issuance of the 2010A bonds.

In December 2010, VSC issued Federally Taxable Build America Bonds, Series
2010B, in the principal amount of $30,265,000. The 2010B Bonds were issued for the
purpose of (1) financing certain upgrades to the Commumty College of Vermont's
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VERMONT STATE COLLEGES
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!'une 55, 2012 and 2011

Note 4 - Long-Term Liabilities - Continued

Bonds and Notes Payable - Continued
The loan and the related swap agreement mature on December 16, 2025, and the
swap’s notional amount of $5,200,000 matches the $5,200,000 variable rate loan.
The swap was entered into at the same time the loan was issued in December 2005.
Under the swap, VSC pays the counterparty a fixed payment of 4.97% and receives
a variable payment computed as 69% of the one-month London Interbank Offered
Rate (LIRMR nins 1 1% Beranse of interest xate fluctnatioeg ringe eyanatign 48 e
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(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Bonds and Notes Payable - Continued
The loan and the related swap agreement mature on January 15, 2029, and the
swap’s notional amount of $2,750,000 matches the $2,750,000 variable rate loan.
The swap was entered into at the same time the loan was issued in January 2009.
Under the swap, VSC pays the counterparty a fixed payment of 2.25% and receives
a variable payment computed as 69% of the one-month LIBOR plus 3.12%.

RF‘%;F@ of mterpst_rate fluctationg cines everition af the cwan the cuwan had o

a 1

negative fair value of $189,385 as of June 30, 2012 and a positive fair value of
$25,161 as of June 30, 2011.
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Notes to the Financial Statements - Continued

June 30,2012 and 2011

Note 4 - Long-Term Liabilities - Continued

Debt Rollforward - Continued

Balance

June 30. 2010 Additions

Balance Current

Repayments . June 30.2011___ Portion

Series 1977-A $ 430,000 $
Series 1977-B 97,000
Tractor - ISC 23,865
Mail Machine - JSC 2,003
Aramark Dining Renovation - LSC 70,588
Aramark Dining Renovation - VIC 70,000
Sering 1998 with anaratad int o o e 444 %55

$

(55,0000 $
(18,000)
(23,865)
(2,003)
(38,235)
(30,000)

L3570 B0

375,000 § 60,000
79,000 19,000

32,353 32,353
40,000 30,000

e it 3 ¢ S o T W31 1}




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

June 30, 2012 and 2011

Note 4 - Long-Term Liabilities - Continued

Debt Rollforward - Continued
Maturities of long-term debt for the next five fiscal years and thereafter are as

follows:

Principal Interest

Year Ending June 30 Amount Amount
2013 $ 4,940,334 $ 6,281,729
2014 4,723,560 6,116,358
2015 4,885,796 5,924,717
2016 5,027,249 5,725,738
2017 5,233,119 5,498,115
2018-2022 24,856,470 24,073,804
m’)j'?n?7 —4.2_7.? R7A - R A372 117

|
e ———

2028-2032 50,582,941 6,769,573
2033-2037 9,271,962 2,574,939
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 53 - Functional Expense Classification

The following table details VSC’s operating and interest expenses by functional
expense classification:

2012 2011
Instruction $ 56,469,539 $ 56,716,406
= = e —
’ _ :
Public servige 1) 22354 11450 1?7,
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Institutional support 43,418,623 38,528,945
Physical plant 9,178,137 7,480,874
Student financial support 8,990,159 16,203,313



VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)
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!!une 30, 2012 and 2011

Note 7 - Retirement_lgans




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes tg the Finaapiﬁ‘ Statements - Cantinnad
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June 30,2012 and 2011

ote 7 - Retirement Plane - Cantinead




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)
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June 30, 2012 and 2011

Note 8 - Post-Employment Benefits Other Than Pension - Continued

The following table shows the components of VSC s annual OPEB costs for the years
h }q Al fe—r e b i g




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 8 - Post-Emgloxment Benefits Other Than Pension - Continued
s == -

.q——

date, the actuarial accrued liability for benefits was $117,611,000, all of which was
unfunded. The annual covered payroll (annual payroll of active employees covered by
the plan) was $52,025,735 and the ratio of the unfunded actuarial liability to annual
covered YPavroil was 226.1%. The latest actuarial valuation date wag on Tnlv 1 2011

The projection of fuiture benefit payments for an ongoing plan involves estimates of
the value of reported amounts and assumptions about the probability of occurrence of

S
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(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

- . -

Note 8 - Post-Employment Bengfits Other Than Pepsion - Cantinned
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Mortality: Life expectancies were based on the RP2000 mortality table by gender
and status (active versus current retired) published by the Retirement Plans
ey s ey .
" & !-_'?—
o
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Retirement Rate: Age related retirement rates tables were developed based on input

and analysis of the current retiree population overall and the new retirees over the last
fiveyerozs The aoarelwtadtohlos peosresnd coiee cComstecur = 0 -
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 9 - Leases - Continued

Future minimum rental payments required under operating leases with noncancelable

ter:r_n§ m RS gf one vear at 'T“EE' é“ ZIH TR NI

Year Ending June 30; Real Estate Foninment Tntal
2013 $ 1,983,437 $ 261,726 $ 2,245163
2014 1,838,805 137,438 1,976,243
2015 1,431,257 89,268 1,520,525
2016 1,058,020 72,824 1,130,844
2017 1,067,308 3,663 1,070,971
2018 and beyond 12,302.912 - 12.302.912
T P

) L i
)i

Note 10 - Capital Assets

Property and equipment activity for the years ended June 30, 2012 and 2011 is
summarized below:

Rﬁﬁ:’???‘




VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 10 - Capital Assets - Continued
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Land § 5,712,848 § - 8 - 3 - § 5712,848
Construction-in-process 3.828.702 12,236,056  (8,850.565) - 7.214.193

Subtotal - Capital assets not
depreciated 9.241,350 12236056 (8,850.565) - 12.927.041
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VERMONT STATE COLLEGES
(a Component Unit of the State of Vermont)

Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 11 - Contingencies and Commitments - Continued

Contingencies - Continued

- VSC 1s also exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural
disasters. VSC manages these risks through a combination of commercial insurance
packages purchased in the name of VSC, and through self-insurance for medical and
dental claims. VSC has entered into contracts with a third-party claims administrator,
which essentially caps medical claim costs (stop-loss) at an agreed-upon level.
Individual stop-loss is $150,000 of paid claims per covered member per year. Settled
claims resulting from these risks have not exceeded commercial insurance coverage
in any of the past three fiscal years. Reserves for medical and dental claims are
included in accrued liabilities in the amount of approximately $1,544,000 at June 30,
2012 and $1,265,000 at June 30, 2011 and are based on historical data. A medical
and dental claim roll-forward is presented below:

012 2011
Medical and dental claims reserve, Beginning of year $ 1,265,000 $ 1,225,000
Incurred claims 14,332,000 16,340,000
Payments on claims (14.053,000) (16.300,000)

Medical and dental claims reserve, End of year $.1.544.000 $_1.265.000

During 2005, V
_ 4,

SC began self-insuring its workers’ compensation program.
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(a Component Unit of the State of Vermont)
Notes to the Financial Statements - Continued

June 30, 2012 and 2011

Note 11 - Contingencies and Commitments - Continued
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REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS



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

e Calle o L I

We have audited the financial statements of Vermont State Colleges (a component unit of the
State of Vermont) as of and for the year ended June 30, 2012, and have issued our report thereon
dated October 19, 2012. 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.

Internal Control Over Financial Reporting

Management of the Vermont State Colleges is responsible for establishing and maintaining

I



Compliance and Other Matters
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