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Independent Auditors’ Report 

The Board of Directors 
The University of Vermont and State Agricultural College 
 Foundation, Inc.: 

We have audited the accompanying financial statements of The University of Vermont and State 
Agricultural College Foundation, Inc. (the Foundation), which comprise the statement of financial position 
as of December 31, 2012 and 2011, and the related statements of activities and cash flows for the year 
ended December 31, 2012 and the period from inception (March 14, 2011) through December 31, 2011, 
and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. 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 audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

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

  

 

 
 

KPMG LLP 
Suite 400 
356 Mountain View Drive 
Colchester, VT 05446 
 

KPMG LLP is a Delaware limited liability partnership, 
the U.S. member firm of KPMG International Cooperative 
(“KPMG International”), a Swiss entity. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of The University of Vermont and State Agricultural College Foundation, Inc. as of 
December 31, 2012 and 2011, and the changes in its net assets and its cash flows for the year ended 
December 31, 2012 and the period from inception (March 14, 2011) through December 31, 2011 in 
accordance with U.S. generally accepted accounting principles. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 11, 
2013 on our consideration of the Foundation’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 internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Foundation’s internal control over 
financial reporting and compliance. 

 

Colchester, Vermont 
October 11, 2013 

 

Vt. Reg. No. 92-0000241 
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THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE
FOUNDATION, INC.

Statements of Financial Position

December 31, 2012 and 2011

Assets 2012 2011

Cash and cash equivalents $ 14,667,931   1,567,077   
Accounts receivable 39,815   —    
Contributions receivable, net 1,673,055   —    
Investments 1,077,453   —    
Other assets 251,829   22,197   

Total assets $ 17,710,083   1,589,274   

Liabilities and Net Assets

Liabilities:
Accounts payable $ 3,336,756   35,489   
Accrued vacation and payroll 348,017   14,230   
Deferred revenue 980   —    
Other liabilities 3,669   —    

Total liabilities 3,689,422   49,719   

Net assets:
Unrestricted 2,078,781   1,302,055   
Temporary restricted 10,179,253   38,000   
Permanently restricted 1,762,627   199,500   

Total net assets 14,020,661   1,539,555   
Total liabilities and net assets $ 17,710,083   1,589,274   

See accompanying notes to financial statements.
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THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE
FOUNDATION, INC.

Statement of Activities

Year ended December 31, 2012

Temporarily Permanently
Unrestricted restricted restricted Total

Revenue:
Contributions $ —    15,525,135   1,640,450   17,165,585   
Gift fees 561,537   (483,809)  (77,323)  405   
University support 8,861,659   —    —    8,861,659   
Program sales 206,360   1,939   —    208,299   
Investment return, net (10,137)  87,047   —    76,910   
Net assets released from restrictions 4,989,059   (4,989,059)  —    —    

Total revenue 14,608,478   10,141,253   1,563,127   26,312,858   

Expenses:
Program services 5,853,698   —    —    5,853,698   
Fundraising 6,649,285   —    —    6,649,285   
Management and general 1,328,769   —    —    1,328,769   

Total expenses 13,831,752   —    —    13,831,752   

Increase in net
assets 776,726   10,141,253   1,563,127   12,481,106   

Net assets, beginning of period 1,302,055   38,000   199,500   1,539,555   
Net assets, end of period $ 2,078,781   10,179,253   1,762,627   14,020,661   

See accompanying notes to financial statements.



5

THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE
FOUNDATION, INC.

Statement of Activities

Period from Inception (March 14, 2011) through December 31, 2011

Temporarily Permanently
Unrestricted restricted restricted Total

Revenue:
Contributions $ —    40,000   210,000   250,000   
Gift fees 12,500   (2,000)  (10,500)  —    
University support 2,100,000   —    —    2,100,000   

Total revenue 2,112,500   38,000   199,500   2,350,000   

Expenses:
Program services —    —    —    —    
Fundraising 510,999   —    —    510,999   
Management and general 299,446   —    —    299,446   

Total expenses 810,445   —    —    810,445   

Increase in net
assets 1,302,055   38,000   199,500   1,539,555   

Net assets, beginning of period —    —    —    —    
Net assets, end of period $ 1,302,055   38,000   199,500   1,539,555   

See accompanying notes to financial statements.
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THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE
FOUNDATION, INC.

Statement of Cash Flows

Year ended December 31, 2012 and
period from Inception (March 14, 2011) through December 31, 2011

2012 2011

Cash flows from operating activities:
Receipts from service recipients $ 8,822,941   2,100,000   
Receipts from contributors 13,609,881   40,000   
Receipts from programs and members 209,279   —    
Interest and dividends received 12,769   —    
Payments to employees and supplies (5,439,401)  (782,923)  
Distributions to UVM (4,988,026)  —    
Other receipts 3,669   —    

Net cash provided by operating activities 12,231,112   1,357,077   

Cash flows from investing activities:
Purchases of investments (915,212)  —    

Net cash used for investing activities (915,212)  —    

Cash flows from financing activities:
Receipts from contributions for long-term investment 1,784,954   210,000   

Net cash provided by financing activities 1,784,954   210,000   

Net increase in cash and cash equivalents 13,100,854   1,567,077   

Cash and cash equivalents at beginning of year 1,567,077   —    
Cash and cash equivalents at end of year $ 14,667,931   1,567,077   

Reconciliation of change in net assets to net cash used by operating
activities:

Change in net assets $ 12,481,106   1,539,555   
Adjustments to reconcile change in net assets to net cash of operating

activities:
Contributions restricted for long-term investment (1,784,954)  (210,000)  
Gifts-in-kind/property received (235,526)  —    
Gifts-in-kind/property distributed to UVM or used 160,526   —    
Net unrealized gains on investments (87,047)  —    

Net adjustments in revenues and expenses (1,947,001)  (210,000)  

Change in operating assets and liabilities:
Accounts receivable (39,815)  —    
Contributions receivable (1,673,054)  —    
Other assets (229,827)  (22,197)  
Accounts payable and accrued expenses 3,635,054   49,719   
Deferred revenues 980   —    
Other liabilities 3,669   —    

Net change in operating assets and liabilities 1,697,007   27,522   
Net cash provided operating activities $ 12,231,112   1,357,077   

See accompanying notes to financial statements.



THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE 
FOUNDATION, INC. 

Notes to Financial Statements 

December 31, 2012 and 2011 
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(1) Organization 

The University of Vermont and State Agricultural College Foundation, Inc. (the Foundation) was 
incorporated on March 14, 2011 by the Board of Trustees of the University of Vermont to secure and 
manage private support for the benefit of the University of Vermont. The Foundation is a component unit 
of the University of Vermont. 

(2) Summary of Significant Accounting Policies 

(a) Basis of Accounting 

The financial statements of the Foundation have been prepared on the accrual basis of accounting. 

(b) Basis of Presentation 

Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence 
of donor-imposed restrictions. Net assets of the Foundation are classified into the following 
three categories: 

 Unrestricted net assets represent the portion of expendable funds that are available for support 
of the operations of the Foundation. 

 Temporarily restricted net assets consist of contributions that have been restricted by the donor 
for specific purposes or are time restricted. 

 Permanently restricted net assets consist of contributions that have been restricted by the donor 
that stipulate the resources be maintained permanently, by permit the Foundation to use or 
expend part or all of the income derived from the donated assets for either specified or 
unspecified purposes. 

Revenues are reported increases in unrestricted net assets unless use of the related assets is limited 
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. 
Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been 
fulfilled and/or the stipulated time period has elapsed) are reported as reclassifications between the 
applicable classes of net assets. 

(c) Cash and Cash Equivalents 

For the purposes of the statement of cash flows, the Foundation considers cash and cash equivalents 
to be cash on hand, cash in banks and money market type accounts, with original maturities of 
three months or less when purchased. The Foundation held deposits that exceeded the FDIC insured 
limit of $250,000. Deposits in the amount of $14,102,092 and $1,567,077 were held in accounts with 
financial institutions at December 31, 2012 and 2011, respectively. This deposit amount included 
one certificate of deposit with a balance of $251,004 and $250,000 at December 31, 2012 and 2011, 
respectively. 



THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE 
FOUNDATION, INC. 

Notes to Financial Statements 

December 31, 2012 and 2011 

 8 (Continued) 

(d) Use of Estimates 

The financial statements of the Foundation have been prepared on the accrual basis accounting. The 
preparation of financial statements in conformity with U.S. generally accepted accounting principles 
required management make estimates and judgments that affect the reported amounts of assets and 
liabilities, disclosures of contingencies at the date of the financial statements, and revenue and 
expenses recognized during the reporting period. Actual results could differ from those estimates. 

(e) Contributions 

Contributions, including unconditional promises to give, are recognized as revenues in the period 
received. Promises to give that are scheduled to be received after the balance sheet date are shown as 
increases in temporarily restricted net assets and are reclassified to unrestricted net assets when the 
purpose or time restrictions are met. Promises to give subject to donor-imposed stipulations that the 
principal be maintained permanently are recognized as increases in permanently restricted net assets. 
Conditional promises to give are not recognized until they become unconditional, that is, when the 
conditions on which they depend are substantially met. Contributions of assets other than cash are 
recorded at their estimated fair value. 

(f) Gift Fees 

The Foundation assesses a 5% fee on monetized unrestricted and restricted gifts received, as 
determined by the Foundation’s Board of Directors. As of December 31, 2012, the Foundation had 
received $561,537 in gift administration fees, with $561,132 assessed against donor gifts and $405 
paid directly from the University. 

(g) Investments 

All investments are pooled in the University of Vermont’s endowment and are recorded at net asset 
value (NAV). Pooled investments include alternative investments whose fair values have been 
estimated by the respective funds’ general managers in the absence of readily ascertainable fair 
market values and reported to the University. The estimated values may differ materially from the 
values that would have been used had readily available markets for the investments existed.  

The methods described above may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values. Furthermore, while the Foundation believes is 
valuation methods are appropriate and consistent with other market participants. The use of different 
methodologies or assumptions to determine fair value of certain financial instruments could result in 
fair value measurement at the reporting date. 

Unrealized gains and losses are included in the change in net assets. Periodic distributions are made 
available for spending by the University based on the value of the invested gift in accordance with 
the Foundation’s spending policy. To the extent the pool’s total return is greater or less than the 
spending distribution, the market value of the fund will increase or decrease accordingly. 



THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE 
FOUNDATION, INC. 

Notes to Financial Statements 

December 31, 2012 and 2011 
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(h) Fair Value Measurements 

In accordance with Financial Accounting Standards Board (FASB) Accounting Standards 
Codification (ASC) 820, Fair Value Measurements and Disclosures, fair value is defined as a 
market-based measurement, not an entity-specific measurement. The objective of fair value 
measurement is to estimate the price at which an orderly transaction to sell the asset would take place 
between market participants at the measurement date under current market conditions. A fair value 
measurement assumes that the transaction to sell the asset either occurs in the principal market or, in 
its absence, the most advantageous market for the asset. 

The Fair Value Measurements Topic of the FASB ASC establishes a hierarchy that prioritizes the 
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to 
unadjusted quoted prices in active markets for identical assets (Level 1 measurements) and the 
lowest priority to unobservable inputs (Level 3 measurements.) The three levels of the hierarchy 
under FASB ASC 820 are described below: 

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

Level 2 – Inputs to the valuation methodology include: 

 Quoted prices for similar assets in active markets 

 Quoted prices for identical or similar assets in inactive markets 

 Inputs other than quoted prices that are observable for the asset 

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

Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. Level 3 assets measured at fair value are based on one or more of three valuation 
techniques: 

 Market Approach – Prices and other relevant information generated by market 
transactions involving identical or comparable assets 

 Cost Approach – Amount that would be required to replace the service capacity of an 
asset (i.e., replacement cost); 

 Income Approach – Techniques that convert future amounts to a single present amount 
based on market expectations (including present value techniques, option-pricing 
models, and lattice models.) 

The asset’s (or liability’s) fair value measurement level within the fair value hierarchy is based on 
the lowest level of any input that is significant to the fair value measurement. The Pool’s investments 
in private investment funds have certain redemption and liquidity restrictions which are described in 
note 5. 



THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE 
FOUNDATION, INC. 

Notes to Financial Statements 

December 31, 2012 and 2011 
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(3) Contributions Receivable 

The Foundation records contributions receivable at net realizable value. Receivables which are expected to 
be collected in the future are recorded based on the present value of the estimated future cash flows using 
discount rates that range between 0% and 3%. The discount rate applied is based upon estimated risk-free 
interest rates for the length of time before the payments are expected to be received. In addition, an 
estimate is made to allow for uncollectible contributions based on the Foundation’s collection history of 
contributions receivable. At December 31, 2012, the Foundation had net Contributions Receivable as 
follows: 

Unconditional promises expected to be
collected in:

One year $ 921,673   
Two to five years 889,834   

Subtotal 1,811,507   

Less:
Allowance for uncollectable pledges (108,690)  
Discount to present value (29,762)  

$ 1,673,055   
 

(4) Endowment 

The Foundation’s endowment consists of donor-restricted contributions to be held in perpetuity. The 
Uniform Prudent Management of Institutional Funds Act (UPMIFA,) passed by the State of Vermont 
effective May 5, 2009, broadens and clarifies the latitude of institutions to manage overall endowment 
returns without specifically isolating those particular endowments that, because of the timing of the gift 
and market conditions, are deemed underwater. The Foundation has defined an overall approach to the 
prudent management of spending and long term preservation of capital and has defined that approach in a 
policy outlining protocols for institutional funds. This policy suggests steps to be taken by management 
and the board to determine adjustments in spending and investment strategy for underwater funds, if any, 
and appropriate communication with donors. 



THE UNIVERSITY OF VERMONT AND STATE AGRICULTURAL COLLEGE 
FOUNDATION, INC. 

Notes to Financial Statements 

December 31, 2012 and 2011 
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Changes in Endowment Net Assets in the reporting period were as follows 

Temporarily Permanently
Unrestricted restricted restricted Total

Net assets:
Endowment assets at

December 31, 2011 $ —    —    199,500   199,500   
Contributions —    238,504   1,546,450   1,784,954   
Investment earnings —    87,047   —    87,047   
Spending appropriation —    (10,838)  —    (10,838)  
Administrative gift fees —    (11,925)  (77,323)  (89,248)  

Endowment net assets at
December 31, 2012 $ —    302,788   1,668,627   1,971,415   

 

Of the $1,971,415 of total endowment net assets at December 31, 2012, $969,157 is included in cash and 
cash equivalents. 

(5) Investments 

The Foundation’s investments at December 31, 2012 are comprised of the long-term endowment pool, 
stock gifts not sold at year end, and a gift of land that the Foundation will be selling per terms of the donor 
agreement. 

The Foundation invests restricted donations as a pooled interest in the University of Vermont’s 
endowment. At December 31, 2012, the value of the Foundation’s investment in that endowment was 
$1,002,258 based upon $915,211 of gifts received and invested by December 31, 2012. 

Investment oversight is provided by the Finance and Investment Committee of the Foundation’s Board of 
Directors and is subject to the Investment Policy as approved by the Foundation’s Board of Directors. 

The Foundation’s Investment Policy states that the primary objective for the Foundation’s Long Term Pool 
is to provide a real total return that preserves the purchasing power of the Foundation’s assets, while 
generating an income stream to support the Foundation’s activities in support of the University. The 
Investment Policy includes a Spending Policy governing distributions from a donor’s individual 
endowment. The annual distribution on new additions to the endowment are calculated at 4.5%, thereafter 
inflated by the Higher Education Price Index but limited to a maximum of 5.5% and a minimum of 3.5% of 
an endowment’s four quarter trailing market value. 
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At December 31, 2012, pooled investments in the long term pool were comprised of balances in the 
following asset classes: 

Assets
Investments:

Cash 2.5%
U.S. Equity 22.4%
Emerging markets 8.4%
Global excluding U.S. Equity 12.6%
Absolute return 13.9%
Hedged equity 8.3%
Inflation hedge (public real assets) 12.9%
Venture capital/Private Equity 19.0%

100%
 

The Foundation’s investment in the University of Vermont’s endowment is denominated in units which are 
a percentage of the entire pool. While the Foundation owns units of the pool, the Foundation does not own 
the underlying assets themselves. 

The following table present the placement in the fair value hierarchy of all assets and liabilities that are 
held by the Foundation that are measured at fair value on a recurring basis at December 31, 2012. 

Redemption Day’s
Level 1 Level 2 Level 3 Total or liquidation notice

Assets:
Investments in the long term pool:

Investment in the University
of Vermont’s Endowment $ —  —  1,002,258  1,002,258  90 days 90  

Other investments:
U.S. equity 195  —  —  195  1 day 1  
Real estate —  —  75,000  75,000  Illiquid Illiquid

$ 195  —  1,077,258  1,077,453  

 

The liquidity of the Foundation’s investment in the long term endowment pool is based on the University’s 
investment liquidity. The University will liquidate investments sufficient to distribute funds for spending. 
Those liquidations will be conducted in an orderly manner that does not compromise the endowment’s 
investment policy. 
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Investment returns in the long-term pool were derived as follows: 

2012 2011

Unrealized gains $ 87,047   —    

Total investment return 87,047   —    

Less amounts distributed for operations (10,838)  —    
Net investment return $ 76,209   —    

 

Investment returns outside the long-term pool were derived as follows: $12,768.71 in interest income, 
$22,908.80 in realized losses, and $3.10 in unrealized gains. 

(6) Temporarily Restricted Net Assets 

Temporarily restricted net assets are available for the following purposes as of December 31, 2012 and 
2011: 

2012 2011

Temporarily restricted:
University and department use $ 2,626,929   —    
Scholarships, fellowships, awards 1,873,146   —    
Professorships, research and faculty support 1,594,327   —    
Capital construction 988,296   —    
Other academic and student support 1,511,801   38,000   
Pledges due in future years 1,579,054   —    
UVM Foundation support 5,700   —    

Total temporarily restricted $ 10,179,253   38,000   
 

(7) Permanently Restricted Net Assets 

Permanently restricted net assets are available for the following purposes as of December 31, 2012 and 
2011: 

2012 2011

Permanently restricted:
Scholarships, fellowships, awards $ 1,421,627   —    
Other academic and student support 247,000   199,500   
Pledges due in future years 94,000   —    

Total permanently restricted $ 1,762,627   199,500   
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Notes to Financial Statements 
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(8) Net Assets Released From Restrictions 

Net assets were utilized in accordance with donor restrictions during 2012 as follows: 

Net assets released from restrictions:
Released – satisfaction of donor restrictions:

Department use $ 2,510,496   
Scholarships, fellowships, awards 1,272,152   
Professorships, research and other faculty support 492,011   
Capital construction 317,104   
Other academic and student support 390,731   
UVM Foundation Support 6,565   

Total net assets released from restrictions $ 4,989,059   
 

(9) Retirement Plans 

The Foundation’s Board of Directors has created a defined contribution salary deferral 403(b) plan for the 
benefit of its employees. During 2012, the Foundation contributed 10% of salaries for each regular staff 
member who voluntarily contributed a minimum of 2% of pre-tax earnings to the plan. The Foundation’s 
contribution was $442,782 and $0 for the year ended December 31, 2012 and 2011, respectively. 

(10) Related-Party Transactions 

The Foundation provides much of the development function for the University of Vermont and State 
Agricultural College. An annual amount is allocated by the University pursuant to a service agreement 
between it and the Foundation. The Foundation received operating support from the University in 
accordance with this agreement of $8,861,659 and $2,100,000 for the years ended December 31, 2012 and 
2011, respectively. 

(11) Income Taxes 

The Foundation generally does not provide for income taxes since it is a tax exempt organization under 
Section 501(c)3 of the Internal Revenue Code. 

ASC 740, Income Taxes, permits an entity to recognize the benefit and requires accrual of an uncertain tax 
position only when the position is “more likely than not” to be sustained in the event of examination by tax 
authorities. In evaluating whether a tax position has met the recognition threshold, the Foundation must 
presume that the position will be examined by the appropriate taxing authority that has full knowledge of 
all relevant information. ASC 740 also provides guidance on the recognition, measurement, and 
classification of income tax uncertainties, along with any related interest or penalties. Tax positions 
deemed to meet the “more likely than not” threshold are recorded as a tax expense in the current year. 
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The Foundation has analyzed all open tax years, defined by the statues of limitations for all major 
jurisdictions. Open tax years are those that are open for exam by taxing authorities. Major jurisdictions for 
the Foundation include Federal and the State of Vermont. As of December 31, 2012, open Federal and 
Vermont tax years for the Foundation include tax years ended December 31, 2011, through December 31, 
2012. The Foundation has no examinations in progress. The Foundation believes that it has no significant 
uncertain tax positions. 

(12) Subsequent Events 

The Foundation considers events or transactions that occur after the balance sheet date, but before the 
financial statements are issued, to provide additional evidence relative to certain estimates or to identify 
matters that require additional disclosure. These financial statements were issued on October 11, 2013 and 
subsequent events have been evaluated through that date. 


	168026_12_UVMFoundation_FS_EXCEL.pdf
	3
	4
	5
	6


