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Independent Auditors’ Report 
 
 
Board of Directors 
Rhode Island Economic Development Corporation 
Providence, Rhode Island 
 
 
Report on the Financial Statements 
 
 We have audited the accompanying financial statements of the Rhode Island Economic 
Development Corporation (the Corporation), a component unit of the State of Rhode Island, as of and for 
the year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise 
the Corporation’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
 Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the preparation and 
fair presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility 
 
 Our responsibility is to express an opinion on these financial statements based on our audit.  
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
 An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether due to 
fraud or error.  In making those risk assessments, the 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. 
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Independent Auditors’ Report (Continued) 
 
 
Board of Directors 
Rhode Island Economic Development Corporation 
 
 
Auditors’ Responsibility (Continued) 
 
 We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 
 
Opinion 
 
 In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of the Rhode Island Economic Development Corporation, a component unit 
of the State of Rhode Island, as of June 30, 2013, and the changes in its financial position and its cash flows 
for the year then ended, in conformity with accounting principles generally accepted in the United States of 
America. 
 
Emphasis of Matters 
 
 As discussed in Note 7 to the financial statements, for the year ended June 30, 2013, 
appropriations by the General Assembly of the State of Rhode Island received by the Corporation to fund 
its expenses comprised approximately 46% of the Corporation’s total operating and nonoperating revenues. 
 
 As discussed in Note 1 to the financial statements, prior to the year ended June 30, 2013, the 
Corporation’s financial statements included certain entities determined to be component units of the 
Corporation.  Based on the application of amended accounting guidance, those entities are no longer 
considered to be component units and are not included in the accompanying financial statements. 
 
 Our opinion is not modified with respect to these matters. 
 
Other Matter 
 
 Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis on pages 4 through 7 and the schedule of funding progress on page 
37 be presented to supplement the 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 financial statements in an appropriate 
operational, economic, or historical context.  We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements.  
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
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Independent Auditors’ Report (Continued) 
 
 
Board of Directors 
Rhode Island Economic Development Corporation 
 
 
Other Reporting Required by Government Auditing Standards 
 
 In accordance with Government Auditing Standards, we have also issued our report dated 
November 21, 2013 on our consideration of the Corporation’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 in considering the Corporation’s internal 
control over financial reporting and compliance. 
 

 
Providence, Rhode Island 
November 21, 2013 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
 

As management of the Rhode Island Economic Development Corporation (RIEDC), a component unit 
of the State of Rhode Island (the State), we offer readers of RIEDC’s financial statements this narrative 
overview and analysis of the financial activities of RIEDC for the year ended June 30, 2013.  RIEDC’s 
financial statements, accompanying notes, and supplementary information should be read in conjunction 
with the following discussion. 
 
Introduction 
 
RIEDC was authorized, created, and established in 1974 by an Act (the Act) of the General Assembly of 
the State for the purpose of acquiring and developing real and personal property to promote economic 
development in the State.  RIEDC, a governmental agency and public instrumentality of the State, has a 
distinct legal existence from the State and has the power to issue tax-exempt industrial development 
bonds and revenue bonds to accomplish its corporate purpose. 
 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to RIEDC’s financial statements. 
 
As of and for the year ended June 30, 2012, the Quonset Development Corporation (QDC), the Rhode 
Island Airport Corporation (RIAC), and the I-195 Redevelopment District Commission (the 
Commission) were reported as component units of RIEDC.  Based on the application of amended 
guidance issued by the Governmental Accounting Standards Board, the QDC, RIAC, and the 
Commission are reported as component units of the State as of and for the year ended June 30, 2013, 
and are not included in the Corporation’s financial statements. 
 
RIEDC engages only in business-type activities, that is, activities that are financed in whole or in part by 
charges to external parties for services.  As a result, RIEDC’s basic financial statements include the 
statement of net position; the statement of revenues, expenses, and changes in net position; the statement 
of cash flows; and the notes to the financial statements.  These basic financial statements are designed to 
provide readers with a broad overview of RIEDC’s finances, in a manner similar to a private-sector 
business. 
 
The statement of net position presents detail on RIEDC’s assets, deferred outflows of resources, and 
liabilities and deferred inflows of resources, with the difference between the two reported as net 
position.  Changes in RIEDC’s net position serve as a useful indicator of whether RIEDC’s net position 
is improving or deteriorating.  Readers should also consider other non-financial factors when evaluating 
RIEDC’s net position.  The statement of revenues, expenses, and changes in net position presents 
information on how RIEDC’s net position changed during the year. 
 
All assets, liabilities, and changes in net position are reported as soon as the underlying event affecting 
the asset or liability or deferred outflow or inflow, and resulting change in net position occurs, regardless 
of the timing of when the cash is received or paid (accrual basis of accounting for governmental 
entities).  Consequently, certain revenues and expenses reported in the statement of revenues, expenses, 
and changes in net position will result in cash flows in future periods. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 
 
 

2013 Financial Highlights 
 
Total assets exceeded total liabilities by $2,845,892 (net position) at June 30, 2013.  Net deficit position 
totaling $(141,455) is unrestricted.  Net position totaling $2,805,282 is restricted to be used principally 
to fulfill grant requirements and for repayment of obligations under direct financing leases.  RIEDC’s 
net position invested in capital assets, totaling $182,065, is attributable to the acquisition and associated 
depreciation of RIEDC’s capital assets. 
 
Operating loss for 2013 was $4,980,664, an increase of $481,900 when compared to 2012. 
 
Nonoperating revenues net of nonoperating expenses totaled $4,949,063 in 2013 as compared to 
$4,185,554 in 2012. 
 
Transfers from other State component units totaled $234,531 as compared to $632,156 in 2012. 
 
Net position increased by $202,930 in 2013. 
  



Condensed Comparative Information

Increase
(decrease)

2013 2012 2013 v  2012

Net position:

Current assets 19,769$          18,263$           1,506$            
Noncurrent assets 34,528           36,902            (2,374)            

Total assets 54,297           55,165            (868)               

Current liabilities 6,938             17,038            (10,100)          
Noncurrent liabilities 44,513           35,484            9,029              

Total liabilities 51,451           52,522            (1,071)            

Net position 2,846$            2,643$             203$               

Increase
(decrease)

2013 2012 2013 v  2012

Changes in net position:

Operating revenues 2,530$            3,275$             (745)$             
Operating expenses 7,511             7,773              (262)               

Operating loss (4,981)           (4,498)            (483)               

Nonoperating revenues, net 4,949             4,186              763                 

Transfers 235                632                 (397)               

Change in net position 203$               320$                (117)$             

Year ended June 30,

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Statements of Revenues, Expenses, and Changes in Net Position

The following table reflects a summary of changes in certain balances in the statements of net 
position, and revenues, expenses and changes in net position, as required by GASB No. 34 (in 
thousands):

Statements of Net Position

June 30,

6
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 
 
 

2013 Financial Analysis 
 
Total assets of RIEDC decreased approximately $868,000 during 2013, due principally to decreases in 
grants and other receivables, amounts due from the State, and net investment in direct financing leases. 
 
Total liabilities decreased approximately $1,071,000 due principally to decreases in bonds and leases 
payable, unearned revenue, other payables and accrued expenses, offset by an increase in amounts 
payable from restricted assets. 
 
2013 Operating Activity 
 
Total operating revenues decreased approximately $745,000 during 2013, due principally to a decline in 
revenues derived from the renewable energy program. 
 
Total operating expenses decreased approximately $262,000 during 2013, due principally to a decline in 
expenses incurred pertaining to the renewable energy program, offset by increases in legal and 
consulting fees and other grant-related expenses. 
 
As a result of the above, the operating loss to RIEDC was approximately $4,981,000 in 2013 compared 
to $4,498,000 in 2012. 
 
Requests for Information 
 
This financial report is designed as a general overview of RIEDC’s financial picture for external and 
internal stakeholders.  Questions concerning any of the information provided in this report or public 
requests for information should be addressed to the Executive Director, Rhode Island Economic 
Development Corporation, 315 Iron Horse Way, Suite 101, Providence, Rhode Island 02908. 
 
  



Primary 
reporting entity Component unit

Rhode Island 
Economic 

Development 
Corporation

Small Business 
Loan Fund 
Corporation

ASSETS:
Current assets:

Cash and cash equivalents 838,657$           4,730,076$       
Accounts receivable 1,019,542         
Notes and loans receivable, less allowance for loan losses 1,700,001        
Interest receivable 28,113            
Interfund receivable 96,776             
Due from State of Rhode Island 108,139            
Due from other State component units 95,362             
Deposits and prepaid expenses 74,201             3,117              
Restricted:

Cash and cash equivalents 12,893,936      
Grants and other receivables 1,675,765         
Investments 947,164            
Net investment in direct financing leases 2,019,566         

Total current assets 19,769,108      6,461,307        

Noncurrent assets:
Restricted:

Cash and cash equivalents 6,401,078         
Notes receivable 1,135,417         
Net investment in direct financing leases, less current portion 26,112,895      

Investment in joint venture 1,877,576        
Due from other State component units 696,557            
Notes and loans receivable, less allowance for loan losses 4,551,482
Capital assets not being depreciated 128,762            
Capital assets being depreciated, net 53,303             

Total noncurrent assets 34,528,012      6,429,058        

Total assets 54,297,120      12,890,365      

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATEMENT OF NET POSITION – JUNE 30, 2013

(continued)
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Primary 
reporting entity Component unit

Rhode Island 
Economic 

Development 
Corporation

Small Business 
Loan Fund 
Corporation

LIABILITIES:
Current liabilities:

Accounts payable 573,592$           15,424$            
Accrued expenses and other 799,498            7,110
Interfund payable 96,776
Payable from restricted assets 5,158,688         
Unearned revenue 406,759            40,047

Total current liabilities 6,938,537         159,357           

Noncurrent liabilities:
Liabilities payable from restricted cash and cash equivalents 3,092,877         
Net pension obligation 624,277            
Bonds and leases payable, less current portion 28,697,867      
Unearned revenue 12,097,670      

Total noncurrent liabilities 44,512,691      -                  

Total liabilities 51,451,228      159,357           

Commitments and contingencies (Note 10)

NET POSITION:
Investment in capital assets 182,065            
Restricted for grants and other programs 2,805,282         
Unrestricted (deficit) (141,455)          12,731,008

Total net position 2,845,892$        12,731,008$     

STATEMENT OF NET POSITION – JUNE 30, 2013 (CONTINUED)

See notes to financial statements.

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)
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Primary      
reporting entity Component unit

Rhode Island 
Economic 

Development 
Corporation

Small Business 
Loan Fund 
Corporation

Operating revenues:
Charges for services:

Rental fees 17,500$              
Interest on loans 11,526 579,961$           
Other income, principally renewable energy fund 2,500,811

Total operating revenues 2,529,837         579,961             

Operating expenses:
Personnel services 3,067,805 108,203
Contractual services 1,801,581 41,868
Grants 1,454,816
Other expenses 1,166,406 52,043
Provision for loan losses and uncollectibles, net of recoveries 612,885
Depreciation and amortization 19,893

Total operating expenses 7,510,501    814,999       

Operating loss (4,980,664)   (235,038)      

(continued)

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEAR ENDED JUNE 30, 2013
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Primary      
reporting entity Component unit

Rhode Island 
Economic 

Development 
Corporation

Small Business 
Loan Fund 
Corporation

Nonoperating revenues (expenses):
Appropriations from State 15,389,096$      
Investment and other revenue 3,538,898
Interest expense (2,516,259)
Grant income 12,099,972 984,252$           
Grant expenses (12,138,717) (397,789)            
Public investment payments and job credits (6,640,526)
Other (4,783,401) (122,424)            

Total nonoperating revenues, net 4,949,063 464,039    

Income (loss) before transfer (31,601)              229,001             

Transfer from other State component units 234,531 -                     

Change in net position 202,930             229,001             

Total net position, beginning of year 2,642,962 12,502,007

Total net position, end of year 2,845,892$        12,731,008$      

See notes to financial statements.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION (CONTINUED)

(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)
RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION

YEAR ENDED JUNE 30, 2013
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Primary      
reporting entity Component unit

Rhode Island 
Economic 

Development 
Corporation

Small Business 
Loan Fund 
Corporation

Cash flows from operating activities:
Receipts from customers/borrowers 688,655$            2,084,299$        
Payments to suppliers (4,820,275)        (1,077,078)        
Payments to employees (2,795,874)        (227,569)           

Net cash provided by (used in) operating activities (6,927,494)        779,652            

Cash flows from noncapital financing activities:
State of Rhode Island appropriations received 16,165,957       
Grants received 10,662,303       984,252            
Grant expenditures (13,782,995)      (397,789)           
Public investment payments and job credits (6,640,526)        
Transfers 234,531             

Net cash provided by noncapital financing activities 6,639,270         586,463            

Cash flows from capital and related financing activities:
Interest paid, long-term obligations (2,516,259)        
Acquisition of capital assets (18,391)              
Receipts under direct financing leases 1,871,621         
Payments under direct financing leases (1,871,622)        
Liabilities payable from restricted assets (44,337)              

Net cash used in capital and related financing activities (2,578,988)        

Cash flows from investing activities:
Purchase of investments (600,000)           
Interest income 2,668,170          

Net cash provided by (used in) investing activities 2,668,170         (600,000)           

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2013

(continued)
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Primary    
reporting entity Component unit

Rhode Island 
Economic 

Development 
Corporation

Small Business 
Loan Fund 
Corporation

Net increase (decrease) in cash and cash equivalents (199,042)$           766,115$           

Cash and cash equivalents, beginning of year 20,332,713       3,963,961         

Cash and cash equivalents, end of year 20,133,671$      4,730,076$        

Reconciliation of operating loss to net cash provided
  by (used in) operating activities:

Operating loss (4,980,664)$       (235,038)$          
Adjustments to reconcile operating loss to net cash 
  provided by (used in) operating activities:

Depreciation 19,893               
Provision for loan losses, net 612,885            
Changes in:

Notes and accounts receivable 283,715             1,504,338         
Deposits and prepaid expenses 7,341                 (3,117)               
Due to/from other State component units 36,017               (119,366)           
Accounts payable, accrued expenses, and unearned revenue (2,229,643)        (980,050)           
Net pension obligation (64,153)              

Net cash provided by (used in) operating activities (6,927,494)$       779,652$           

(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)
RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION

See notes to financial statements.

STATEMENT OF CASH FLOWS (CONTINUED)

YEAR ENDED JUNE 30, 2013

13
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
NOTES TO FINANCIAL STATEMENTS 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

1. Description of business and summary of significant accounting policies: 
 
 Description of business: 
 
 The Rhode Island Economic Development Corporation (RIEDC) was authorized, created, and 

established in 1974 by an Act (the Act) of the General Assembly of the State of Rhode Island (the 
State) for the purpose of acquiring and developing real and personal property to promote 
economic development in the State.  RIEDC, a governmental agency and public instrumentality 
of the State, has a distinct legal existence from the State and has the power to issue tax-exempt 
industrial development bonds and revenue bonds to accomplish its corporate purpose.  Certain 
bonds issued under the provisions of the Act are not a liability of RIEDC, and accordingly, are 
considered conduit debt obligations and are not reported as liabilities in the accompanying 
financial statements. 

 
 RIEDC is a component unit of the State for financial reporting purposes.  As such, the financial 

statements of RIEDC are included in the State’s comprehensive annual financial report. 
 
 RIEDC and its component unit are exempt from federal and state income taxes. 
 
 Reporting entity: 
 
 The accompanying financial statements present RIEDC (referred to herein as the primary reporting 

entity) and its component unit, an entity for which RIEDC has control over and for which RIEDC 
has financial accountability.  RIEDC and its component unit are collectively referred to herein as 
the Corporation. 

 
 In evaluating the inclusion of other separate and distinct legal entities as component units within its 

financial reporting structure, the Corporation applies the criteria prescribed by Governmental 
Accounting Standards Board (GASB) Statement No. 14, as amended by GASB Statement Nos. 39 
and 61. A component unit is a legally separate organization for which the elected officials of the 
primary government are financially accountable or for which the nature and significance of its 
relationship with the primary government is such that exclusion would cause the reporting entity’s 
financial statements to be misleading or incomplete.  Through the application of GASB criteria, 
the Small Business Loan Fund Corporation (SBLF) has been presented as a component unit of 
RIEDC. 
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

 
YEAR ENDED JUNE 30, 2013 

 
 

1. Description of business and summary of significant accounting policies (continued): 
 
 Reporting entity (continued): 
 
 As of and for the year ended June 30, 2012, the Quonset Development Corporation (QDC), the 

Rhode Island Airport Corporation (RIAC), and the I-195 Redevelopment District Commission 
(the Commission) were reported as component units of RIEDC.  Based on the application of 
amended GASB guidance; the QDC, RIAC, and the Commission are reported as component units 
of the State as of and for the year ended June 30, 2013, and are not included in the Corporation’s 
financial statements. 

 
 In August 2008, pursuant to an act of the General Assembly of the State, the management and fund 

balance of the Renewable Energy Fund (REF) was transferred from the State’s Office of Energy 
Resources to RIEDC. While RIEDC is responsible for managing REF, REF does not have 
separate corporate powers that would distinguish it as being legally separate from RIEDC; 
therefore, its activities have been included in the primary reporting entity. 

 
 Discretely presented component unit: 
 
 SBLF, a discretely presented component unit, is reported in a separate column in the accompanying 

financial statements to emphasize that it is legally separate from RIEDC. 
 
 SBLF was created and incorporated on January 21, 1986, under Rhode Island law, as a subsidiary 

of RIEDC, for the purpose of granting secured and unsecured loans to small businesses located 
throughout Rhode Island.  The SBLF Board serves at the pleasure of the RIEDC Board. 

 
 SBLF does not prepare separate financial statements. 
 
 Financial statement presentation, measurement focus, and basis of accounting: 
 
 The Corporation engages only in business-type activities.  Business-type activities are activities that 

are financed in whole or in part by fees charged to external users. 
 
 The Corporation uses the economic resources management focus and accrual basis of accounting. 
 
 The Corporation distinguishes between operating and nonoperating revenues and expenses.  

Operating revenues and expenses generally result from providing services in connection with the 
Corporation’s principal ongoing operations.  Operating expenses include the cost of and losses 
resulting from services provided, administrative expense, and depreciation and amortization 
expense.  All other revenues and expenses are reported as nonoperating revenues and expenses. 
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

1. Description of business and summary of significant accounting policies (continued): 
 
 Use of estimates: 
 
 The preparation of financial statements in conformity with accounting principles generally accepted 

in the United States of America requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amount of revenues and expenses 
during the reporting period.  Significant items subject to such estimates and assumptions are the 
allowances for doubtful accounts and loan losses.  Actual results could differ from those 
estimates. 

 
 Recent accounting pronouncements: 
 
 Effective for the fiscal year ended June 30, 2013, the Corporation adopted Statement No. 63 of the 

Governmental Accounting Standards Board, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position (GASB 63). Deferred outflows of 
resources represent the consumption of the Corporation's net assets that is applicable to a future 
reporting period. Deferred inflows of resources represent the acquisition of net assets that is 
applicable to a future reporting period. GASB 63 prescribes the reporting requirements for those 
two elements and requires that the statement of net assets title be changed to statement of net 
position.  The Corporation had no deferred inflows or outflows of resources at June 30, 2013. 

 
 Effective July 1, 2012, the Corporation adopted Statement No. 61 of the GASB, The Financial 

Reporting Entity: Omnibus, which modifies certain requirements for inclusion of component units 
in the financial reporting entity.  As a result, and as discussed previously in these financial 
statements, certain entities previously determined to be component units of RIEDC, with net 
assets as of June 30, 2012 totaling approximately  $456,954,000, are now reported as component 
units of the State and are no longer included in the Corporation’s financial statements. 

 
 Cash and cash equivalents, restricted: 
 
 Unexpended grant funds and payments received under direct financing leases are reported as 

restricted cash and cash equivalents in the accompanying statements of net position and are 
classified as either current or noncurrent based on the reporting period in which the underlying 
monies are expected to be used. 
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

1. Description of business and summary of significant accounting policies (continued): 
 
 Cash and cash equivalents: 
 
 The Corporation considers all highly liquid investments, including restricted assets, with a maturity 

of three months or less when purchased to be cash equivalents. 
 
 Under the "Rhode Island Collateralization of Public Deposits Act," depository institutions holding 

deposits of the State, its agencies, or governmental subdivisions of the State, shall, at a minimum, 
insure or pledge eligible collateral equal to one hundred percent of time deposits with maturities 
greater than sixty days. Any of these institutions which do not meet minimum capital standards 
prescribed by federal regulators shall insure or pledge eligible collateral equal to one hundred 
percent of deposits, regardless of maturity.  At June 30, 2013, $15,930,020 of the Corporation's 
deposits, excluding money markets, were required to be collateralized. 

 
 Accounts receivable: 
 
 Accounts receivable are reported at gross value when earned and are reduced by the estimated 

portion that is expected to be uncollectible.  The Corporation does not require collateral or other 
forms of security from its customers. 

 
 Investments: 
 
 Money market investments having a maturity of one year or less at the time of purchase are 

reported on the statement of net position at their amortized cost.  All other investments are 
reported at fair value. 

 
 SBLF’s investment in a joint venture (see Note 3) is accounted for using the equity method, under 

which the investment in the joint venture is increased (decreased) by SBLF’s share of the 
venture’s undistributed earnings (losses) and decreased by distributions received from the joint 
venture. 

 
 Notes and loans receivable: 
 
 Notes and loans receivable are stated at the principal amount outstanding less any charge-offs and 

an allowance for loan losses.  Interest income on notes and loans receivable is recognized over the 
term of the notes and loans and is calculated using the simple-interest method on principal 
amounts outstanding. 
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
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1. Description of business and summary of significant accounting policies (continued): 
 
 Notes and loans receivable (continued): 
 
 Accrual of interest income on notes and loans receivable is discontinued when management has 

determined that the borrower will be unable to meet contractual obligations.  When a note or loan 
is placed on nonaccrual status, all interest previously accrued but not collected is reversed against 
current-period income.  Interest received on nonaccrual notes and loans is either applied against 
principal or reported as income according to management’s judgment as to the collectibility of 
principal.  Nonaccrual notes and loans may be returned to accrual status when principal and 
interest payments are not delinquent and the risk characteristics of the note or loan have improved 
to the extent that there no longer exists a concern as to the collectibility of principal. 

 
 The Corporation measures impairment using a discounted cash-flow method, or the loan’s 

observable market price, or the fair value of the collateral if the loan is collateral-dependent.  
However, impairment is based on the fair value of the collateral if it is determined that foreclosure 
is probable. 

 
 Allowance for loan losses: 
 
 The allowance for loan losses is established through a provision charged to operations based on 

management’s assessment of many factors, including the risk characteristics of the notes and 
loans, current economic conditions that may affect the borrowers’ ability to pay, and trends in 
delinquencies and charge-offs.  Realized losses, net of recoveries, are charged directly to the 
allowance.  While management uses information available in establishing the allowance for loan 
losses, future adjustments to the allowance may be necessary if economic conditions or other 
factors differ substantially from the assumptions used in making the evaluation. 

 
 Capital assets and depreciation: 
 
 Capital assets are stated at cost except for capital assets conveyed to the Corporation by the State or 

the United States of America, which are stated at fair value as of the date of contribution.  
Expenditures in excess of $2,500 which substantially increase the useful lives of existing assets 
are capitalized; routine maintenance and repairs are expensed as incurred.  Depreciation of capital 
assets is calculated using the straight-line method over the estimated useful lives of these assets. 
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1. Description of business and summary of significant accounting policies (continued): 
 
 Capital assets and depreciation (continued): 
 
 The Corporation evaluates its capital assets for impairment whenever events or changes in 

circumstances indicate that the carrying amount of the asset may not be recoverable.  An 
impairment loss is recognized if the sum of the expected undiscounted cash flows from the use 
and disposition of the asset is less than the carrying amount.  Generally, the amount of 
impairment loss is measured as the difference between the carrying amount of the asset and the 
estimated fair value of the asset.  The Corporation did not record an impairment loss during the 
year ended June 30, 2013. 

 
 Unearned revenue: 
 
 Unearned revenue pertains principally to payments received by REF in advance of revenues earned 

under terms of applicable energy programs.   
 
 Direct financing leases: 
 
 Land and buildings leased to unrelated parties under capital leases are recorded as net investment in 

direct financing leases.  Interest income under capital leases consists of the excess of lease 
payments due under the terms of the leases over the cost of land and buildings and is recognized 
over the lease terms using the level yield method. 

 
 Grants: 
 
 Revenues from grants are recognized as soon as all eligibility requirements imposed by the provider 

have been met. 
 
 Net position: 
 
 The Corporation’s net position has been segregated into the following three components: 
 
  Investment in capital assets – represents the net book value of all capital assets less the 

outstanding balances of bonds and other debt, and deferred inflows of resources, if any, used 
to acquire, construct or improve these assets, increased by deferred outflows of resources 
related to these assets, if any. 

 
  Restricted – those that have been limited to uses specified either externally by creditors, 

contributors, laws, or regulations of other governments or internally by enabling legislation or 
law; reduced by liabilities and deferred inflows of resources related to the restricted assets. 

 
  Unrestricted – a residual category for the balance of net position  
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2. Cash and cash equivalents: 
 
 Cash and cash equivalents, including restricted amounts, consist of the following at June 30, 2013: 
 

  RIEDC SBLF 
     
Deposits held in Bank of America  $  11,592,133  $  4,730,076
     
Short-term investments, cash equivalents    8,541,538   
     
  $  20,133,671  $  4,730,076

 
 At June 30, 2013, the Corporation had $23,971,559 (bank balance) on deposit in excess of the 

amount insured by the Federal Deposit Insurance Corporation (FDIC) and the Securities Investor 
Protection Corporation (SIPC). 

 
 The carrying amounts of cash equivalents approximate fair value and consist of the following: 
 

Money market mutual funds, Bank of America  $  3,810,798 
   
Money market mutual funds, US Bank    4,730,740 
   
  $  8,541,538 

 
 The bank balance of the Corporation’s cash and cash equivalents, excluding money market 

accounts, is as follows: 
 

  RIEDC SBLF 
     
Bank balance  $  11,692,625  $  4,737,395 
Bank balance insured by federal     
  depository insurance    250,000    250,000 
     
Uninsured or uncollateralized  $  11,442,625  $  4,487,395 
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2. Cash and cash equivalents (continued): 
 
 The Corporation's money market mutual funds at Bank of America are invested in Goldman Sachs 

Financial Square Funds - Government (FGTXX) as of June 30, 2013. The fund is designed to 
maintain a stable share price of $1.00 and maintains a dollar weighted average maturity of 58 
days as of June 30, 2013.  At June 30, 2013, the funds were invested as follows:  55% in a 
government agency repurchase agreement, 43% in government agency debt, and 2% in United 
States treasury debt.   As of June 30, 2013, the funds were rated Aaa3 by Moody's Investors 
Services (Moody's) and AAAm2 by Standard & Poor's (S&P). 

 
 The Corporation's money market mutual fund accounts held at US Bank are invested in Fidelity 

Institutional Money Market Government Portfolio - Class I (FIGXX) as of June 30, 2013.  The 
fund is designed to maintain a stable share price of $1.00 and maintains a dollar weighted average 
maturity of 50 days as of June 30, 2013.   At June 30, 2013, approximately 80% of the securities 
in which the funds are invested are backed by the full faith and credit of the United States 
Government; the remainder is neither insured nor guaranteed by the United States Government.  
As of June 30, 2013, the funds were rated AAA-mf by Moody's and AAAm by S&P. 

 
 Interest rate risk: 
 
 Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value 

of an investment. Generally, the longer the maturity of an investment, the greater sensitivity of its 
fair value to changes in market value interest rates. 

 
 Although it has no established policy, the Corporation manages its exposure to declines in fair 

values by limiting the term of liquid investments to less than 60 days. 
 
 Credit risk: 
 
 Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the 

investment and is measured by the assignment of a rating by a nationally recognized statistical 
rating organization to debt securities. Although it has no established policy, the Corporation 
manages its exposure to credit risk by monitoring the ratings assigned to such securities, as 
applicable. 

 
 Concentration of credit risk: 
 
 Although it has no established policy, the Corporation continually evaluates alternative investment 

options to diversify its portfolio and maximize interest income. 
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2. Cash and cash equivalents (continued): 
 
 Custodial credit risk: 
 
 Custodial credit risk for deposits is the risk that in the event of a financial institution failure, the 

Corporation's deposits and investments may not be returned. The Corporation does not have a 
deposit or investment policy for custodial credit risk. The Corporation manages the custody of its 
cash and cash equivalents through analysis and review of the custodians' or counterparties' credit 
worthiness. 

 
3. Investments: 
 
 At June 30, 2013, the Corporation’s investments consist of the following: 
 

  RIEDC SBLF 
     
United States government obligations  $  947,164   
     
Investment in joint venture    $  1,877,576 
     
  $  947,164  $  1,877,576 

 
 As of June 30, 2013, RIEDC funds were invested in United States Government obligations that 

accrue interest at 1.875% and have a maturity date of April 30, 2014. The obligations were rated 
Aaa by Moody's and AAA by S&P. 

 
 The State Small Business Credit Initiative (SSBCI) received by the State is being monitored 

through SBLF. During fiscal 2012, SBLF and Betaspring Managers 100, LLC (Betaspring 
Managers 100) formed Startup Investments, LLC (Startup), a joint venture.  Under the terms of 
the Startup Operating Agreement, SBLF’s initial contribution was $2,000,000.  In exchange for 
the $2,000,000 investment, SBLF received half of the 100,000 outstanding shares of common 
stock in Startup. 

 
 Also during fiscal 2012, Startup invested in BetaSpring, an entity that helps develop entrepreneurs 

through a “bootcamp” process to allow their “graduates” to be placed before investors to help 
bootstrap their idea into a future viable business. BetaSpring acquires a 6% interest in the 
common stock of the entrepreneurs’ companies via Betaspring Managers 100.  BetaSpring does 
not prepare separate financial statements. 
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3. Investments (continued): 
 
 SBLF has accounted for its investment in Startup as an investment in a joint venture due to SBLF's 

ongoing financial interest in BetaSpring.  From the date of initial contribution, SBLF's share of 
net loss generated by the investment in the joint venture was $122,424.  The losses attributable to 
SBLF’s ownership interest in BetaSpring via Startup are classified as other nonoperating 
expenses on the statement of revenues, expenses, and changes in net position for the year ended 
June 30, 2013. 

 
4. Loans and notes receivable: 
 
 Provision for loan losses: 
 
 An analysis of SBLF's allowance for loan losses for the year ended June 30, 2013 is as follows: 
 

Balance, beginning of year  $  684,174 
Provision for loan losses    624,709 
Loans charged off    (663,483)
   
Balance, end of year  $  645,400 

 
 Commitments: 
 
 SBLF had the following outstanding loan and grant commitments at June 30, 2013: 
 

Commitments to originate loans  $  700,000 
Undisbursed portions of commercial loans    97,355 

 
 REF had outstanding commitments under loans and grants at June 30, 2013 of $1,707,723.  
 
 Notes receivable: 
 
 RIEDC issues notes and grants loans to private-sector entities and others located in Rhode Island.  

The ability of RIEDC’s debtors to honor their contracts is primarily dependent upon various 
factors, including among others, the financial success of the borrower, success of the project 
financed, and general economic conditions in Rhode Island. 
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5. Capital assets 
 

 
 

  Depreciable 
life 

 Balance, 
July 1, 2012 

  
Increases 

 
Decreases 

Balance, 
June 30, 2013 

           
Capital assets not being depreciated, land    $ 128,762    $ -  $ 128,762 
           
Capital assets being depreciated:           
 Equipment   5    74,507   $ 18,391      92,898 
 Automobiles  5    22,038        22,038 
           
 Total capital assets being depreciated      96,545    18,391      114,936 
           
 Accumulated depreciation:           
  Equipment       (38,802)    (15,485)      (54,287) 
  Automobiles      (2,938)    (4,408)      (7,346) 
           
  Total accumulated depreciation      (41,740)    (19,893)      (61,633) 
           
 Total capital assets being depreciated, net      54,805    (1,502)      53,303 
           
Total capital assets, net    $ 183,567  $ (1,502)  $ -  $ 182,065 
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6. Long-term debt: 
 
 RIEDC bonds payable and net investment in direct financing leases: 
 
 During 1995, RIEDC issued bonds totaling $34,070,000 to finance the rehabilitation and other 

related costs of the Shepard Building.  The debt service of the bonds was being funded by the 
State under a lease agreement between the Corporation and the State.  In August 1997, the 
Corporation transferred the Shepard Building to the State through a Certificate of Participation 
Plan and the lease receivable with the State and the bonds were removed from the Corporation’s 
financial statements.  The outstanding balance of these defeased bonds at June 30, 2013 was 
approximately $10,765,000. 

 
 During 1996, RIEDC issued $25,000,000 of 1996 Series bonds to finance the acquisition of land 

and to make land improvements and construct a building at Island Woods Industrial Park (the 
FMR Rhode Island, Inc. Project).  The 1996 Series bonds bear interest at 8.28%, are payable in 
semi-annual installments of approximately $1,244,000, and mature May 1, 2021.  During 2002, 
RIEDC issued $10,000,000 of 2002 Series bonds to the FMR Rhode Island, Inc. Project.  The 
2002 Series bonds bear interest at 7.24%, interest only until 2008, and mature in 2027.  Amounts 
outstanding under the bonds are secured by the direct financing lease discussed below. 

 
 During November 1997, RIEDC issued $11,000,000 of 1997 Series bonds to finance the acquisition 

of land and to make improvements and renovations to a building and parking lot (the Fleet 
National Bank Project).  The 1997 Series bonds bear interest at 7.61%, are payable in semi-annual 
installments of approximately $43,000, and mature May 1, 2027.  Amounts outstanding under the 
bonds are secured by the direct financing lease discussed below. 
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6. Long-term debt (continued): 
 
 RIEDC bonds payable and net investment in direct financing leases (continued): 
 
 Aggregate scheduled principal and interest payments due on RIEDC’s revenue bonds and total 

future minimum lease payments receivable at June 30, 2013 are as follows: 
 

Year ending June 30, Principal  Interest 
    

2014 $ 2,019,566  $ 2,363,960
2015   2,188,059    2,199,403
2016   2,365,510    2,023,604
2017   2,560,035    1,828,449
2018   2,765,676    1,619,895

2019-2023   12,350,886    4,637,714
2024-2027   6,467,701    1,125,976

    
   30,717,433  $ 15,799,001

Less current portion of long-term debt   2,019,566   
    

Net long-term portion of bonds payable  $ 28,697,867   
 
 RIEDC has entered into direct financing leases with Bank of America and FMR Rhode Island, Inc.  

Total minimum lease payments receivable and unearned income under direct financing leases is 
equivalent to scheduled aggregate principal payments and scheduled aggregate interest payments, 
respectively, under the bonds payable, net of job rent credits.  Job rent credits are payable by 
RIEDC semi-annually over the life of the bonds provided that the lessees achieve certain job 
targets.  For the year ended June 30, 2013, job rent credits issued by RIEDC totaled $3,080,526. 

 
 Cash and investments on hand related to, and collections on, net investment in direct financing 

leases are restricted to pay the bonds issued to finance such direct financing lease transactions. 
The current portion of amounts payable from restricted assets of $5,158,688 includes the 
$2,019,566 current portion of long-term debt and $3,139,122 of other grant-related current 
liabilities payable from restricted assets. 
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6. Long-term debt (continued): 
 
 Notes payable, Masonic Temple tax credit loans: 
 
 In July 2007, the Corporation closed on transactions relative to the State’s retirement of 

approximately $21,000,000 of unused historic tax credit obligations on the Masonic Temple Hotel 
(Hotel), resulting in a net benefit to the State of approximately $7,000,000. 

 
 To satisfy payment, the Corporation issued $14,280,000 of notes payable, the proceeds from which 

were used to loan $14,000,000 to the owner of the Hotel, MTRI, Inc. (MTRI), in exchange for 
MTRI’s and its affiliate’s forbearance on utilizing or selling the eligible tax credits.  MTRI was to 
pay the Corporation annual interest only payments until the loan is due 40 years from the date of 
closing.  In addition, MTRI was required to deposit funds in escrow as security for the loan. 

 
 In July 2013, RIEDC was notified by MTRI’s legal counsel that MTRI would be defaulting on the 

loan.  As a result, RIEDC pursued and recovered the $874,040 balance in the pledged escrow 
account in August 2013.  This amount is reported as accounts receivable in the accompanying 
statement of net position. 

 
 Changes in long-term obligations during the year ended June 30, 2013, excluding the net pension 

obligation and including SBLF, were as follows: 
 

   
Balance, 

July 1, 2012 

  
 

Additions 

  
 

Reductions 

 Balance, 
June 30, 

2013 

 Amounts 
due within 
one year 

           
           
Revenue bonds  $ 32,589,054  $ -  $ (1,871,621)  $ 30,717,433  $ 2,019,566
Unearned revenue    15,323,768      (2,779,292)    12,544,476    446,806
Payable from  
  restricted assets 

  
  3,095,676

    
  (2,799)

  
  3,092,877

  

           
  $ 51,008,498  $ -  $ (4,653,712)  $ 46,354,786  $ 2,466,372
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7. State appropriations: 
 
 During the year ended June 30, 2013, RIEDC received the following appropriations from the State: 
 

Budget  $ 3,972,864 
Legislative    633,189 
Slater technology fund    1,500,000 
Public investment payment (Note 10)    3,560,000 
Job rent credits (Note 6)    3,080,526 
RI Airport Impact Aid    1,008,086 
Science and Technology Advisory Council (STAC)    1,150,000 
Leased employee    108,139 
America's Cup    567,375 
   
    15,580,179 
   
Less STAC unearned revenue at June 30, 2013    (308,824) 
Less due from State at June 30, 2013    (108,139) 
Add STAC unearned revenue at June 30, 2012    117,741 
Add due from State at June 30, 2012    885,000 

   
State appropriations received  $ 16,165,957 

 
 For the year ended June 30, 2013, appropriations by the General Assembly of the State received by 

RIEDC to fund its expenses comprised approximately 46% of RIEDC’s total operating and 
nonoperating revenues. 

 
8. Pension plans: 
 
 RIEDC pension plan: 
 
 Employees of the Corporation hired prior to January 1, 2006 are covered by the Rhode Island 

Economic Development Corporation Pension Plan and Trust (the Plan), a single-employer 
defined benefit pension plan administered by RIEDC.  The Plan provides retirement, disability, 
and death benefits to Plan members and beneficiaries.  Cost-of-living adjustments are provided to 
members and beneficiaries.  The Plan was amended to eliminate the 3% cost of living adjustment 
with respect to participants and beneficiaries who commence benefit payments after March 1, 
2009.  The Plan assigns to RIEDC the authority to amend benefit provisions.  The actuarially 
determined benefits are based on 60% of average compensation and are adjusted based on length 
of service.  The minimum length of service is one year and employees are fully vested after five 
years of service.  
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8. Pension plans (continued): 
 
 Funding policy: 
 
 The contribution requirements are established by RIEDC.  Plan members are not required to 

contribute to the Plan.  The employer is responsible for funding the cost of all benefits. 
 
 Annual pension cost and net pension obligation: 
 
 RIEDC’s annual pension cost for the year ended June 30, 2013 and net pension obligation were as 

follows: 
 

Annual required contribution  $ 241,738 
Interest on net pension obligation    107,135 
Adjustment to annual required contribution    (255,884)
   
Annual pension cost    92,989 
Contributions made    (260,000)
   
Decrease in net pension obligation    (167,011)
Net pension obligation, beginning of year    1,648,223 
   
Net pension obligation, end of year  $ 1,481,222 

 
 The net pension obligation and annual pension cost are allocated by the Plan’s actuary between 

RIEDC and the QDC, an entity established for the purpose of developing and managing state 
lands for commercial purposes.  At June 30, 2013, $624,277 and $856,945 of the net pension 
obligation was allocated to RIEDC and QDC, respectively. 

 
 The annual required contribution for the current year was determined as part of the July 1, 2013 

actuarial valuation using the aggregate actuarial cost method.  This method does not identify and 
separately amortize unfunded actuarial liabilities.  The actuarial assumptions included a 6.5% 
investment rate of return and projected salary increases of 3% per year.  The actuarial value of 
assets was determined using the market value of investments. 
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8. Pension plans (continued): 
 
 Annual pension cost and net pension obligation (continued): 
 

Three-year trend information 
 

Fiscal 
Year Ended 

June 30, 

 Annual 
Pension Cost 

(APC) 

 
Actual 

Contribution 

Percentage of 
APC 

Contributed 

  
Net Pension 
Obligation 

       
2013  $ 92,989 $ 260,000  279.6%  $ 1,481,222 
2012  $ 7,355 $ 125,000  1700.0%  $ 1,648,233 
2011  $ 193,850 $ 300,000  155.0%  $ 1,765,878 

 
 Funding progress: 
 
 As of July 1, 2013, the latest actuarial valuation date, the actuarial value of assets in the RIEDC 

plan was $16,002,801 and the actuarial accrued liability was $15,973,599, for a funding excess of 
$29,202.  The actuarial value of assets as a percentage of the actuarial accrued liability was 
100.2% at June 30, 2013.  Annual covered payroll was $2,768,284; the funding excess is 1.1% of 
covered payrol1.  Since the aggregate actuarial cost method does not identify and separately 
amortize unfunded actuarial liabilities, information about funded status and funding progress has 
been prepared using an entry age normal actuarial cost method for that purpose and is intended to 
serve as a surrogate for the funded status and funding progress of the RIEDC plan. 

 
 The schedule of funding progress presented as required supplementary information presents 

multiyear trend information about whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial accrued liability for benefits. 

 
 Other plans: 
 
 Employees of RIEDC hired on or after January 1, 2006 participate in the RIEDC Section 401a 

Retirement and Savings Plan (the 401a Plan), a discretionary contribution plan.  The 401a Plan 
provides for RIEDC to make discretionary matching or additional contributions as approved by 
the Board of Directors.  For the fiscal year ended June 30, 2013, RIEDC contributed 4% of 
eligible salary and provided up to an additional 3% to the extent the employee participated in the 
RIEDC Section 475 Deferred Compensation Plan (the 457 Plan).  Contributions for the fiscal year 
ended June 30, 2013 were $93,405.  All employees are eligible to participate in the 457 Plan.    
Both the 401a Plan and the 457 Plan are calendar year based. 

 
  



31 

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

9. Postemployment healthcare plan: 
 
 For certain employees, the RIEDC contributes to the State Employees’ defined benefit post-

employment health care plan, a cost-sharing multiple employer plan administered through the 
Rhode Island State Employees' and Electing Teachers OPEB System (OPEB System).   The State 
of Rhode Island OPEB Board (Board) was authorized, created, and established under Chapter 36-
12.1 of the Rhode Island General Laws.  The Board was established to independently hold and 
administer, in trust, the funds of the OPEB System.  The plan provides medical benefits to certain 
retired employees of participating employers, including the RIEDC. 

 
 Pursuant to legislation enacted by the General Assembly, a trust has been established to accumulate 

assets and pay benefits and other costs associated with the system. 
 
 The OPEB System issues a stand-alone publically available financial report.  A copy can be 

obtained from the State Controller’s Office, 1 Capitol Hill, Providence, RI 02908. 
 
 Funding policy: 
 
 Rhode Island General Law (RIGL) Sections 36-12.1, 36-12-2.2, and 36-12-4 govern the provisions 

of the OPEB System.  The contribution requirements of plan members, the State, and other 
participating employers are established and may be amended by the General Assembly.  Active 
employees make no contribution to the OPEB plan.  Employees who retired after October 1, 2008 
must contribute 20% of the annual estimated benefit cost (working rate) or annual premium for 
Medicare supplemental coverage.  Employees retiring before October 1, 2008 have varying co-
pay percentages ranging from 0% to 50% based on age and years of service at retirement.  Further 
information about the contributions of plan members can be found in the financial report of the 
OPEB System. 

 
 All participating employers are required by law to fund the actuarially determined annual required 

contribution (ARC), which for fiscal year 2013 was 6.86% of covered payroll.  The ARC 
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal costs 
each year and amortize any unfunded actuarial liabilities or funding excess over a period not to 
exceed thirty years.  RIEDC's contribution to the plan for the years ended June 30, 2013, 2012 
and 2011 was approximately $6,000, $6,400 and $88,800, respectively, representing 100% of the 
ARC. 
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10. Commitments and contingencies: 
 
 Grants: 
 
 Under the terms of federal and other grants, periodic expenditures financed by grants are subject to 

audits by the grantors or their representatives and, consequently, certain costs may be questioned 
as not being appropriate, and result in reimbursement to the grantor agencies.  The amount, if any, 
of expenditures which may be disallowed by the granting agencies cannot be determined at this 
time.  Corporation officials believe that such disallowances, if any, would not be material. 

 
 Public investment payments: 
 
 RIEDC has entered into a Public Investment and HOV Agreement dated September 9, 1996 (the 

PIP Agreement) with Providence Place Group Limited Partnership (PPG).  The PIP Agreement 
requires RIEDC to make annual public investment payments to PPG equal to the lesser of 
$3,680,000 or two-thirds of the actual amount of sales tax paid to the State by virtue of sales 
occurring at or within Providence Place Mall (the Mall) for the first five years, and annual public 
investment payments to PPG equal to the lesser of $3,560,000 or two-thirds of the actual amount 
of sales tax paid to the State by virtue of sales occurring at or within the Mall for the next 15 
years.  RIEDC’s requirement to make public investment payments to PPG is subject to the State’s 
annual appropriations to RIEDC of related sales tax.  During the year ended June 30, 2013, 
RIEDC made public investment payments to PPG totaling $3,560,000. 

 
 Litigation: 
 
 As part of the condemnation of various parcels of real estate relating to the FMR Project, actions 

against RIEDC have been filed in Providence Superior Court (the Court) appealing the order of 
the Court regarding the amount to be paid by RIEDC for the condemned properties.  The 
Plaintiffs have not stated specific damage amounts.  Subject to the Ground Lease entered into 
between RIEDC and FMR (see Note 6), FMR is obligated to pay the Corporation’s costs resulting 
from such condemnation.  The likelihood of an unfavorable outcome and the amount or range of 
potential loss to RIEDC, if any, is unknown. 

 
 RIEDC is the defendant in various other lawsuits.  Although the outcome of these lawsuits is not 

presently determinable, in the opinion of RIEDC’s management, the resolution of these matters 
will not have a material adverse effect on the financial position of RIEDC. 

 
 As of June 30, 2013, the Corporation has been named, along with other parties, in a pending lawsuit 

for negligence. The Corporation is unable to determine the likely outcome and potential liability 
due as a result of the lawsuit; therefore, no liability has been recorded in the accompanying 
financial statements. 
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10. Commitments and contingencies (continued): 
 
 Risk management: 
 
 RIEDC is self-insured for unemployment compensation.  No accrual has been made for claims 

expected to arise from services rendered on or before June 30, 2013 because RIEDC officials are 
of the opinion that, based upon prior years’ experience, any claims will not be material. 

 
 RIEDC is exposed to various risks of loss related to torts, theft of, damage to, or destruction of 

assets; errors or omissions; injuries to employees or acts of God for which RIEDC carries 
commercial insurance.  Neither RIEDC nor its insurers have settled any claims which exceeded 
RIEDC's insurance coverage in any of the last three fiscal years.  There have been no significant 
reductions in any insurance coverage from amounts in the prior year. 

 
 Private-sector entity insured commitment: 
 
 Under a Settlement Agreement, dated March 3, 2001, by and between Cyto Therapeutics, Inc. 

(CTI), RIEDC, Rhode Island Industrial-Recreational Building Authority (RIIRBA), and Rhode 
Island Industrial Facilities Corporation (RIIFC) (both component units of the State), RIEDC 
advanced to RIIRBA an amount equal to that previously funded by CTI and held in reserve by 
RIIRBA.  The reserve is to be used by RIIRBA to fund shortfalls, if any, resulting from the 
difference between the amounts required to repay the outstanding bonds on the related building 
formerly occupied by CTI and insured by RIIRBA and the lease payments received or proceeds 
from the sale of the building.  Upon repayment of all outstanding bonds relating to the building, 
RIIRBA will return to RIEDC any unused funds.  At June 30, 2013, $696,557 is due from 
RIIRBA. 

 
11. Conduit debt obligations: 
 
 From time to time, RIEDC issues revenue bonds and notes to provide financial assistance to 

private-sector and public-sector entities for the acquisition and construction of industrial and 
commercial facilities.  The bonds and notes are secured by the property financed and are payable 
solely from payments received on the underlying mortgage loans and lease agreements.  Upon 
repayment of the bonds and notes, ownership of the acquired facilities transfers to the private-
sector or public-sector entity serviced by the bond or note issuance.  RIEDC is not obligated in 
any manner for repayment of the bonds and notes, except for the loan provided to 38 Studios 
LLC, as described below.  The bonds and notes are not reported as liabilities in the accompanying 
financial statements. 
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11. Conduit debt obligations (continued): 
 
 Under the terms of the various indentures and related loan and lease agreements, the private-sector 

and public-sector entities make loan and lease payments directly to the trustees of the related bond 
and note issues in the amounts equal to interest and principal payments due on the respective 
issues.  Accordingly, the payments are not shown as receipts and disbursements of RIEDC. The 
aggregate principal amount outstanding under such conduit debt obligations at June 30, 2013 was 
approximately $903,539,000. 

 
 During the fiscal 2010 legislative session, the General Assembly approved the Job Creation 

Guaranty Program (JCGP), which authorizes RIEDC to provide credit enhancements of up to 
$125,000,000 on bonds or loans privately placed with capital providers and banks.  The State will 
use its “moral obligation” authority to guarantee debt service payments to the bondholders and 
lenders. 

 
 In 2013, the General Assembly eliminated the JCGP, however, existing guarantees or bond 

obligations under the JCGP will remain in force and effect until retired pursuant to the terms of 
each transaction. 

 
 On November 2, 2010, a loan in the amount of $75,000,000 was provided to 38 Studios LLC (38 

Studios) under the JCGP as follows: 
 

Capital Reserve Account, held by trustee  $ 12,750,000
Capitalized Interest Account, held by trustee   10,600,000
Amount available for the 38 Studios Project and bond issuance costs   51,650,000
   
  $ 75,000,000

 
 Under this program, the State used its “moral obligation” authority to guarantee debt service 

payments to the bondholders. 
 
 This is a conduit debt transaction and, accordingly, this loan is not reported as a liability in the 

accompanying financial statements.  RIEDC is obligated to the bondholders under the loan and 
trust agreement for all sums borrowed and not repaid, provided, however, that the bondholders 
may only satisfy such obligation by executing upon the collateral pledged pursuant to the terms of 
the loan and trust agreement.  Pursuant to RIGL Section 42-64-18(5), all amounts paid to RIEDC 
by the State pursuant to the provisions of this section shall constitute and be accounted for as 
advances by the State to RIEDC. 
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11. Conduit debt obligations (continued): 
 
 On June 7, 2012, 38 Studios filed for bankruptcy under Chapter 7 in Delaware listing $151,000,000 

in liabilities and $21,700,000 in assets.  On August 8, 2012, a federal judge allowed the assets to 
be liquidated through the state court in Rhode Island.  As of June 30, 2013, the Capitalized 
Interest Account had been fully expended ($0), the Capital Reserve Account (Principal and 
Interest Fund) was estimated to be $10,063,948, and all project funds have been completely 
expended. Remaining funds from the Capital Reserve Account are available to pay the debt 
service due to the bondholders in November 2013.  The amount, if any, that may be realized from 
the liquidation of assets to be used to pay debt service is not presently determinable. 

 
 In accordance with the enabling legislation and an agreement between RIEDC, the trustee, and 38 

Studios, should amounts in the Capital Reserve Account fall below minimum requirements, 
RIEDC has agreed to present the Governor of Rhode Island with a certificate stating the amounts 
required to restore any shortfall and the Governor is required to include such amounts in a budget 
request for appropriation to the General Assembly.  The General Assembly may, but is not 
required to, appropriate such amounts.  The General Assembly approved approximately 
$2,500,000 in its budget for the fiscal year ended June 30, 2014 to cover the scheduled bond 
payment in May 2014.  The total debt service for the issuance is $112,587,089, but the remaining 
debt service as of June 30, 2013 is approximately $99,330,000, with reserves of approximately 
$10,063,948.  The maximum annual debt service is $12,749,913. 

 
 The total aggregate principal amount outstanding under all conduit debt obligations at June 30, 

2013 was approximately $978,539,000. 
 
12. ProvPort crane and barge project: 
 
 During the year ended June 30, 2013, the United States Department of Transportation, Maritime 

Administration (MARAD), and RIEDC executed a Grant Agreement, and RIEDC and ProvPort, 
Inc. (the Organization) executed a Sub-grant Agreement, regarding a Transportation Investments 
Generating Economic Recovery Grant II (TIGER II Grant).  Under the terms of the Grant 
Agreement, RIEDC and the Organization were designated as grant recipient and sub-recipient, 
respectively, of TIGER II Grant funds of up to $10,500,000 for the purchase of two mobile harbor 
cranes, two barges, and related equipment (collectively, the Project). 
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12. ProvPort crane and barge project (continued): 
 
 Title to the cranes, barges, and other equipment (the Project Equipment) is held solely by RIEDC.  

The Project Equipment, which is located at the Port of Providence, has been leased by RIEDC to 
the Organization.  Upon final payment of the lease obligations, or after a minimum of three years 
and repayment of the Organization’s Bank of America loan, title to the Project Equipment will 
vest in the Organization.  RIEDC and the Organization have entered into separate lease 
agreements for the cranes and barges.  Each lease features a term of twelve years and annual 
payments of $1.  At the end of each lease term, the Organization has the option to purchase the 
cranes and barges for $1.  RIEDC has provided a first priority security interest in the barges to 
Bank of America.  RIEDC and the Organization have granted a collateral assignment of their 
respective interests in the leases to Bank of America. Based on the terms of this agreement, 
RIEDC has accounted for this lease as a direct financing capital lease. 

 
 Through June 30, 2013, amounts owed for work completed by the crane vendor totaled $9,739,230.  

RIEDC owes the Organization $3,139,123 of this amount, which is to be paid from TIGER II 
Grant funds and is classified as a current payable from restricted assets in the accompanying 
statement of net position.  At June 30, 2013, RIEDC has restricted cash on hand of $2,027,860 
and has recorded $1,111,263 in restricted grant receivables to satisfy the payable owed to the 
Organization. 

 
 The RIEDC earned an annual administrative fee from the Organization in the amount of one-eighth 

of one percent of the Project cost, which amounted to $26,572 for the year ended June 30, 2013. 
 
13. Contractual services: 
 
 Contractual services by service category for RIEDC and SBLF for the year ended June 30, 2013 are 

as follows: 
 

  RIEDC SBLF 
     
Information technology  $  136,983   
Legal services    835,614  $  19,376 
Consulting    523,379    16,473 
Other    305,605    6,019 
     
  $  1,801,581  $  41,868 
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RIEDC’s schedule of funding progress for the Pension Plan is as follows: 
 

Actuarial 
Valuation 

 

Actuarial 
Value of 
Assets 

 
Actuarial 
Accrued 
Liability 
(AAL) 

Unfunded 
AAL 

(UAAL) 
Funded 
Ratio 

 

Covered 
Payroll 

AAL as a 
percentage 

Of 
Covered 
Payroll 

Date  (a)  (b) (b-a) (a/b)  (c) ((b-a)/c) 
    

7/1/2011  $ 15,385,170  $ 13,619,019 $ (1,766,151)  113.0%  $ 3,316,037 -53.3% 
7/1/2012  $ 14,895,987  $ 14,943,184 $ 47,197  99.7%  $ 3,026,453 1.6% 
7/1/2013  $ 16,002,801  $ 15,973,599 $ (29,202)  100.2%  $ 2,768,284 -1.1% 

 
Since the aggregate actuarial cost method does not identify and separately amortize unfunded actuarial 
liabilities, information about funded status and funding progress was prepared using the entry age 
normal actuarial cost method for that purpose and is intended to serve as a surrogate for the funded 
status and funding progress of the Plan. 
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Independent Auditors' Report on Accompanying Information 
 
 
Board of Directors 
Rhode Island Economic Development Corporation 
Providence, Rhode Island 
 
 
 Our audit was performed for the purpose of forming an opinion on the 2013 basic 
financial statements of the Rhode Island Economic Development Corporation, a component unit of the 
State of Rhode Island, taken as a whole.  The accompanying supplementary information on pages 39 
through 49 is presented for purposes of additional analysis and is not a required part of the 2013 
financial statements.  Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial 
statements.  The information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial statements 
or to the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America.  In our opinion, the information is fairly 
stated in all material respects in relation to the basic financial statements as a whole. 
 

 
Providence, Rhode Island 
November 21, 2013 
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Federal
Federal Grantor/Program Title/ CFDA Federal 

 Pass-through grantor Number  Expenditures 

DEPARTMENT OF DEFENSE
Procurement Technical Assistance for Business Firms 12.002 352,601$         

DEPARTMENT OF LABOR
WIA Pilots, Demonstrations, and Research Projects 17.261 97,879             

DEPARTMENT OF COMMERCE
State Broadband Data and Development Grant Program - ARRA 11.558 578,875           
Economic Adjustment Assistance 11.307 10,421,245      

Total Department of Commerce 11,000,120      

DEPARTMENT OF HOMELAND SECURITY
   Port Security Grant Program 97.056 1,269,506        

ENVIRONMENTAL PROTECTION AGENCY
Brownfields Assessment and Cleanup Cooperative Agreements 66.818 13,538             

DEPARTMENT OF ENERGY
Pass-through programs from the State of Rhode Island;

State Energy Program 81.041 294,232           

DEPARTMENT OF TRANSPORTATION, Maritime Administration

Surface Transportation - Discretionary Grants for Capital Investment 20.932 9,739,230        

Total expenditures of federal awards 22,767,106$   

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2013
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Attachment  B

Assets
Current assets:

Cash and cash equivalents 5,568,733$       
Investments
Receivables (net) 2,747,656
Restricted assets:

Cash and cash equivalents 12,893,936       
Investments 2,966,730         
Receivables (net) 1,675,765         
Other assets

Due from primary government 108,139            
Due from other State component units 95,362              
Due from other governments
Inventories
Other assets 77,318              

Total current assets 26,133,639

Noncurrent assets:
Investments 1,877,576         
Receivables (net) 4,551,482         
Restricted assets:

Cash and cash equivalents 6,401,078
Investments 26,112,895
Receivables (net)
Other assets 1,135,417

Due from other State component units 696,557
Capital assets - nondepreciable 128,762
Capital assets - depreciable (net) 53,303
Other assets, net of amortization

Total noncurrent assets 40,957,070

Total assets 67,090,709       

Deferred outflows of resources, accumulated 
decrease in fair value of hedging derivatives

Combined Statement of Net Position

JUNE 30, 2013

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATE OF RHODE ISLAND REQUIRED FORMAT

(continued)
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Attachment  B

Liabilities 
Current liabilities:

Cash overdraft
Accounts payable 589,016$          
Due to primary government
Due to other State component units
Due to other governments
Unearned revenue 446,806
Other liabilities 3,945,730         
Current portion of long-term debt 2,019,566

Total current liabilities 7,001,118

Noncurrent liabilities:
Due to primary government
Due to other governments
Due to other State component units
Unearned revenue 12,097,670
Notes payable
Loans payable
Obligations under capital leases
Net pension obligation 624,277
Other liabilities 3,092,877
Compensated absences
Bonds payable 28,697,867

Total noncurrent liabilities 44,512,691

Total liabilities 51,513,809

Deferred inflows of resources:
 Accumulated increase in fair value of hedging derivatives
 Deferred service concession agreement receipts

Total deferred inflows of resources

Combined Statement of Net Position (Continued)

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATE OF RHODE ISLAND REQUIRED FORMAT

JUNE 30, 2013

(continued)
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Attachment  B

Net position
Investment in capital assets 182,065
Restricted for:

Debt
Other (deficit) (11,431,107)      
Other nonexpendable 14,236,389       

Unrestricted 12,589,553

Total net position 15,576,900$     

Combined Statement of Net Position (Continued)

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATE OF RHODE ISLAND REQUIRED FORMAT

JUNE 30, 2013
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Combined Statement of Activities Attachment  C

Expenses 34,690,085$     

Program revenues:
Charges for services 2,518,311         
Operating grants and contributions 13,084,224       
Capital grants and contributions -                    

Total program revenues 15,602,535       

Net (expenses) revenues (19,087,550)      

General revenues:
Interest and investment earnings 4,130,385         
Miscellaneous revenue 15,389,096       

Total general revenues 19,519,481       

Income before transfers and special and extraordinary items 431,931            

Transfer from other State component unit
Special items
Extraordinary items

Change in net assets 431,931            

Total net position - beginning 15,144,969       

Total net position - ending 15,576,900$     

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATE OF RHODE ISLAND REQUIRED FORMAT

JUNE 30, 2013
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATE OF RHODE ISLAND REQUIRED FORMAT

JUNE 30, 2013

Combined Schedule of Long-Term Debt Attachment D

Fiscal Year Ending Principal Interest

2014 2,019,566$           2,363,960$           
2015 2,188,059             2,199,403             
2016 2,365,510             2,023,604             
2017 2,560,035             1,828,449             
2018 2,765,676             1,619,895             

2019 - 2023 12,350,886           4,637,714             
2024 - 2027 6,467,701           1,125,976             

30,717,433$        15,799,001$         
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LINKED TO OTHER WORKPAPERS.
Amounts Amounts

Beginning Ending Due Within Due
Balance Additions Reductions Balance One Year Thereafter

Bonds payable $   32,589,054 $ 1,871,622  $ 30,717,432 $ 2,019,565  $ 28,697,867
Net unamortized premium/discount
Deferred amount on refunding

Bonds payable   32,589,054 -             1,871,622  30,717,432 2,019,565  28,697,867

Notes payable
Loans payable
Obligations under capital leases
Net OPEB obligation        688,430 64,153        624,277     624,277     
Compensated absences        157,504 57,756        99,748       99,748       -             
Due to primary government and agencies
Due to other governments
Unearned revenue   15,323,768 2,779,292  12,544,476 446,806     12,097,670
Due to other State component units

Other liabilities, payable from 
restricted assets     3,095,676 2,799          3,092,877  3,092,877  

$   51,854,432 $ 0 $ 4,775,622  $ 47,078,810 $ 2,566,119  $ 44,512,691

 

Attachment E

Combined Schedule of Changes in Long-Term Debt

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

STATE OF RHODE ISLAND REQUIRED FORMAT

YEAR ENDED JUNE 30, 2013
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Date Payee Amount Purpose

7/12/2012 RI Food Dealers Assoc. 265$              RI Food Dealers Assoc for RI Business Day Conference in Washington, DC for D. Reynolds
8/2/2012 Dorothy Reynolds 951                APTAC Summer 2012 in Knoxville, TN
8/9/2012 Dorothy Reynolds 470                AMEXP Open Conf. in Merrimack, NH

8/23/2012 Katrina White 1,714             National Tour Association in San Diego, CA
8/23/2012 Stuart Freiman 228                NGA Forum in Leesburg, VA
8/23/2012 Mark Brodeur 465                Mommy Bloggers Meeting in New York, NY
8/30/2012 Dorothy Reynolds 517                SBIR Conference in Hanover, MD
9/13/2012 APTAC 545                Dorothy Reynolds Registration Fee for Fall 2012 APTAC Conference in Washington, DC
9/13/2012 APTAC 695                Louis Francis registration Fee for Fall 2012 APTAC Conference in Washington, DC
9/20/2012 APTAC 695                Richard Ferro Registration Fee for Fall 2012 APTAC Conference in Washington, DC
9/20/2012 Dorothy Reynolds 326                Senator Reed Day in Washington, DC
10/5/2012 Shane White 1,540             NSGIC Conference in Lake Buena Vista, FL

10/11/2012 Paul Harden 1,335             IBEX Conference in Louisville, KY
10/11/2012 Sean Esten 898                SSBCI Conference Chicago, IL
10/11/2012 Mark Brodeur 1,096             ESTO Conference in Boston, MA
10/18/2012 Louis Francis 1,096             DofD Matchmaker Conference in Rochester, NY
10/18/2012 APTAC 595                Stephen Katz Registration Fee for Fall 2012 APTAC Conference in Washington, DC
10/25/2012 Sean Esten 1,991           NADO Conference in Las Vegas, NV
10/31/2012 BetaSpring LLC 1,277           SSBCI Conference Chicago, IL for Owen Johnson

11/1/2012 RI General Treasurer 1,179           SSBCI Conference Chicago, IL for Bernard Lane
11/2/2012 Christine Smith 1,669           SSTI 2012 Conference in Atlanta, GA
11/2/2012 Paul Harden 336                NEDA Conference in Hartford, CT
11/8/2012 Dorothy Reynolds 1,277             APTAC Fall 2012 in Washington, DC

11/15/2012 Hannah D. Morini 207                Clean Energy State Alliance Conference in Albany, NY
11/15/2012 Stephen P. Katz 756                APTAC Fall 2012 in Washington, DC

12/3/2012 Louis Francis 1,002             APTAC Fall 2012 in Washington, DC
12/6/2012 Richard Ferro 1,370             APTAC Fall 2012 in Washington, DC
1/10/2013 APTAC 125                Dorothy Reynolds Registration Fee for Winter APTAC Board Meeting Washington, DC
1/17/2013 Governor Lincoln Chafee 2,440             Meeting with Dassault Systems in Paris, France
1/17/2013 RI Convention Center 468                Chauffeur Service for Gov. Chafee during meeting with Dassault Systems in Paris, France
1/17/2013 Katrina White 1,586             American Bus Association Conference in Charlotte, NC
1/25/2013 Star Destinations 895                Katrina White registration fee for 2013 Bank Travel Conference in Virginia Beach, VA
1/25/2013 Jayne Panarello 804                Japanese Seminar and Workshop for Tour & Receptive Operators in Los Angeles, CA

2/7/2013 APTAC 2,705             Registration Fee for Spring 2013 APTAC Conference in Atlanta, GA for PTAC Employees

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

SCHEDULE OF TRAVEL AND ENTERTAINMENT EXPENSES

 YEAR ENDED JUNE 30, 2013
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Date Payee Amount Purpose

2/7/2013 Mark Brodeur 292$              Media Trip in Nashua, NH
2/7/2013 Katrina White 301                Educational Travel Conference in Orlando, FL   (**Flight covered by NTA expenses)
2/7/2013 Katrina White 1,366             National Tour Association Conference in Orlando, FL

2/14/2013 Katrina White 764                Bank Travel Conference in Virginia Beach, VA
2/14/2013 Stuart Freiman 442                FCC Broadband Meeting in Washington, DC

3/7/2013 Katrina White 256                ALHFAM Conference in Sturbridge, MA
3/7/2013 Dorothy Reynolds 314                APTAC Winter 2012 Meeting in Washington, DC

3/25/2013 Paul Harden 1,173             NAWB Conference in Washington, DC
4/5/2013 Mark Brodeur 467                Discover New England Conference in Stockbridge, MA
4/5/2013 Mark Brodeur 379                New York Media Trip in New York City, NY
4/5/2013 APTAC 645                Victor Howard Registration Fee for Spring 2013 APTAC Conference in Atlanta, GA

4/17/2013 Katrina White 748                Destination Capitol Hill Conference in Washington, DC
4/19/2013 RI Export Assistance Center 4,000             Participation Fee for Mark Brodeur for the China Trade Mission
4/25/2013 Christine Smith 796                BIO 2013 Conference in Chicago, IL

5/2/2013 Sean Esten 1,670             NADO Conference in Greenville, SC
5/2/2013 Louis Francis 1,655             APTAC Spring 2013 Conference in Atlanta, GA
5/2/2013 Victor Howard 1,420             APTAC Spring 2013 Conference in Atlanta, GA
5/2/2013 Stephen P. Katz 1,462             APTAC Spring 2013 Conference in Atlanta, GA
5/2/2013 Dorothy Reynolds 2,043             APTAC Spring 2013 Conference in Atlanta, GA
5/2/2013 RFL-Richard Ferro 1,485             APTAC Spring 2013 Conference in Atlanta, GA

5/16/2013 Alisson Walsh 1,735             SHLB Conference in Washington, DC
5/16/2013 Stuart Freiman 1,725             SHLB Conference in Washington, DC
5/16/2013 Jayne Panarello 780                Discover New England Conference in Stowe, VT
5/30/2013 SSTI 550                Christine Smith Registration Fee for SSTI Conference in Portland, OR
6/13/2013 Sean Esten 1,301             SSBCI Conference in Dallas, TX
6/19/2013 Jayne Panarello 1,592             PowWow 2013 in Las Vegas, NV
6/24/2013 Richard G. Horan 1,035             SSBCI Conference in Dallas, TX
6/30/2013 RI General Treasurer 1,303             SSBCI Conference Chicago, IL for Bernard Lane
6/30/2013 Mark Brodeur 390                Trade Mission to China

Total 65,607$        

SCHEDULE OF TRAVEL AND ENTERTAINMENT EXPENSES (CONTINUED)

 YEAR ENDED JUNE 30, 2013
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 Rhode Island 
Economic 

Development 
Corporation 

 Renewable 
Energy Fund 

 Job Creation 
Guaranty  ARRA Energy  Total 

ASSETS:
Current assets:

Cash and cash equivalents 838,657$          838,657$          
Accounts receivable 1,010,027         9,515$               1,019,542
Interfund receivable (265,022)           361,798$          96,776               
Due from State of Rhode Island 108,139            108,139
Due from other State component units 95,362               95,362
Deposits and prepaid expenses 74,201               74,201
Restricted:

Cash and cash equivalents 2,784,058         10,069,616 20,046 20,216$            12,893,936
Investments 947,164            947,164
Grants and other receivables 1,672,756         3,009                 1,675,765
Net investment in direct financing leases 2,019,566         2,019,566

Total current assets 9,284,908         10,434,423       29,561               20,216               19,769,108       

Noncurrent assets:
Restricted:

Cash and cash equivalents 4,730,741         1,670,337 6,401,078         
Notes receivable -                    1,135,417 1,135,417         
Net investments in direct financing leases, 
  less current portion 26,112,895       26,112,895       

Due from other State component units 696,557            696,557            
Capital assets not being depreciated 128,762            128,762            
Capital assets being depreciated, net 43,703               9,600                 53,303               

Total noncurrent assets 31,712,658       1,145,017         1,670,337         -                    34,528,012       

Total assets 40,997,566       11,579,440       1,699,898         20,216               54,297,120       

LIABILITIES:
Current liabilities:

Accounts payable 573,592            573,592            
Accrued expenses and other 577,783            89,492               132,223            799,498            
Interfund payable (154,786)          154,786          -                  
Current portion of notes, bonds
  and leases payable -                    -                    
Payable from restricted assets 5,158,688         5,158,688         
Unearned revenue 386,543            20,216               406,759            

Total current liabilities 6,541,820         89,492               287,009            20,216               6,938,537         

Noncurrent liabilities:
Liabilities payable from restricted cash 
  and cash equivalents 3,092,877         3,092,877         
Net pension obligation 624,277            624,277            
Bonds and leases payable, less current portion 28,697,867       28,697,867       
Unearned revenue 7,656                 11,431,107       658,907            12,097,670       

Total noncurrent liabilities 32,422,677       11,431,107       658,907            -                    44,512,691       

Total liabilities 38,964,497       11,520,599       945,916            20,216               51,451,228       

NET POSITION:
Investment in capital assets 172,465            9,600                 -                    -                    182,065            
Restricted 1,317,748         (223,065)           1,690,383         20,216               2,805,282         
Unrestricted (deficit) 542,856            272,306            (936,401)           (20,216)             (141,455)           

Total net position 2,033,069$      58,841$           753,982$         -$                  2,845,892$      

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

COMBINING STATEMENT OF NET POSITION

JUNE 30, 2013
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 Rhode Island 
Economic 

Development 
Corporation 

 Renewable 
Energy Fund 

 Job Creation 
Guaranty  ARRA Energy  Total 

Operating revenues:
Charges for services:

Rentals and fees 17,500$            17,500$            
Interest on loans -                    11,526$            11,526               
Other income 26,572               1,755,507         424,421$          294,311$          2,500,811         

Total operating revenues 44,072               1,767,033         424,421            294,311            2,529,837         

Operating expenses:
Personnel services 2,908,970         97,830               61,005               3,067,805         
Contractual services 1,358,711         176,165            266,705            1,801,581         
Grants -                    1,454,816         1,454,816         
Other expenses 855,057            17,095               22                      294,232            1,166,406         
Depreciation and amortization 19,893               19,893               

Total operating expenses 5,142,631         1,745,906         327,732            294,232            7,510,501         

Operating income (loss) (5,098,559)        21,127               96,689               79                      (4,980,664)        

Nonoperating revenues (expenses):
Appropriations from State 15,389,096       15,389,096       
Investment and other revenue 3,537,761         1,137                 3,538,898         
Interest expense (2,516,259)        (2,516,259)        
Grant income 12,099,972       12,099,972       
Grant expenses (12,138,717)      (12,138,717)      
Public investment payments and job credits (6,640,526)        (6,640,526)        
Other (4,783,401)        (4,783,401)        

Total nonoperating revenues, net 4,947,926         1,137                 -                    4,949,063         

Income (loss) before transfers (150,633)           22,264               96,689               79                      (31,601)             

Transfer from other State component unit 234,531            234,531            

Change in net position 83,898               22,264               96,689               79                      202,930            

Total net position, beginning of year 1,949,171         36,577               657,293            (79)                    2,642,962         

Total net position, end of year 2,033,069$      58,841$           753,982$         -$                  2,845,892$      

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEAR ENDED JUNE 30,  2013
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Independent 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 
 
 
Board of Directors 
Rhode Island Economic Development Corporation 
Providence, Rhode Island 
 
 
 We have audited, 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, the financial statements of the Rhode 
Island Economic Development Corporation (the Corporation), a component unit of the State of Rhode 
Island, which comprise the statement of net position as of June 30, 2013, the related statements of 
revenues, expenses, and changes in net position, and cash flows for the year then ended, and the related 
notes to the financial statements, and have issued our report thereon dated November 21, 2013. 
 
Internal Control Over Financial Reporting 
 
 In planning and performing our audit of the financial statements, we considered the 
Corporation’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Corporation’s internal control.  Accordingly, we do not express an opinion on the effectiveness of the 
Corporation’s internal control. 
 
 Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control that might 
be material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified.  However, as described in the accompanying schedule of 
findings and responses, we identified certain deficiencies in internal control that we consider to be 
material weaknesses. 

 
 
 
 
 
 
 
 
 
 
 
 

A Limited Liability Partnership 
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Independent 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 (Continued) 

 
 
Board of Directors 
Rhode Island Economic Development Corporation 
Providence, Rhode Island 
 
 
Internal Control Over Financial Reporting (Continued) 
 
 A deficiency in internal control exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis.  We consider the deficiencies described in the accompanying schedule of findings and 
responses as Items 2013-1 and 2013-2 to be material weaknesses. 
 
Compliance and Other Matters 
 
 As part of obtaining reasonable assurance about whether the Corporation’s financial 
statements are free from 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 Corporation’s Responses to Findings 
 
 The Corporation’s responses to the findings identified in our audit are described in the 
accompanying schedule of findings and responses.  The Corporation’s responses were not subjected to 
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no 
opinion on them. 
 
Purpose of this Report 
 
 The purpose of this report is solely to describe the scope of our testing of internal control 
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Corporation’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Corporation’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose.  
 

 
Providence, Rhode Island 
November 21, 2013 
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
SCHEDULE OF FINDINGS AND RESPONSES 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

We consider the following deficiencies in the Corporation’s internal control to be material weaknesses:  
 

2013-1 Recording of Financial Transactions 
 
Observations: 
 
Certain transactions were not recorded in the Corporation’s books and records in the period in 
which the underlying transaction occurred or consistent with the financial elements of the 
underlying transactions. As a result, significant audit adjustments were required to record such 
transactions, adjust previously recorded amounts, or reclassify the manner in which previously 
recorded amounts were presented.   

 
Recommendations: 
 
We recommend that management design and implement a process which (i) incorporates the 
review of the various existing contracts, grants and agreements, including amendments thereto, 
for which the Corporation currently is a party, and that incorporates the timely review of such 
agreements entered into in the future in order to identify and record transactions in the period 
during which they occur based on the economic substance of the transaction; (ii) includes a 
review of transactions occurring shortly after each reporting period to determine whether all 
transactions were recorded in the proper period and to adjust previously recorded transactions 
based on the most recent information available; and (iii) if information required to record certain 
transactions is required from the State Controller’s office, to initiate communication with the 
State Controller’s office when known transactions are expected to occur to obtain information 
required to record such transactions in the period during which they occur. 
 
We also recommend that a person independent of the person responsible for identifying and 
recording such transactions review available financial information and approve recorded 
transactions to determine whether all transactions were properly recorded during the period to 
which they relate based on the substance of the underlying transaction. 
 
Management’s Response: 
 
During the audit period of July 1, 2012 through June 30, 2013, the Corporation experienced 
changes in personnel, including organizational restructuring and changes in management, 
contributing toward the audit adjustments noted in the audit’s schedule of findings. 
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED) 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

2013-1 Recording of Financial Transactions (Continued) 
 
Management’s Response (Continued): 
 
Referenced findings generally included non-recurring transactions.  As recommended, 
management has already begun implementing procedures to (1) incorporate the timely review of 
existing and future contracts, grants and agreements to ensure that transactions are identified and 
recorded accurately and within the proper reporting period; (2) review transactions occurring 
shortly after each reporting period to determine whether all transactions were recorded in the 
proper period and make the necessary adjustments to previously recorded transactions shortly 
after each reporting period based on the most recent information available; and (3) initiate 
communication with the State Controller’s office when known transactions are expected to occur 
to obtain information required to record such transactions in the period during which they occur. 
In addition, management has designated an independent individual to review available financial 
information and approve recorded transactions to ensure that all transactions are properly 
recorded during the appropriate period based on the substance of the underlying transaction. 
 
2013-2 Renewable Energy Fund – Loan Files and Compliance 
 
Observations: 
 
Certain Renewable Energy Fund (REF) loans require borrowers to comply with certain terms 
and provisions, including, among others, financial reporting requirements and the requirement to 
commence loan repayment upon the achievement of certain financial targets.  During our audit, 
we noted that the Corporation had not fully implemented  periodic loan monitoring processes as 
of year-end to  monitor the terms and conditions with which a borrower must comply, including 
provisions which would require the borrower to make loan repayments upon the achievement of 
certain financial targets.  It is our understanding that the Corporation began implementing loan 
monitoring processes near year-end in response to a similar finding contained within the Bureau 
of Audits’ final report, dated July 8, 2013, of its audit of the REF (the Bureau’s Report). 
 
Also, although no REF loans were originated during the year ended June 30, 2013, we reviewed 
the loan file for selected loans recorded as loans receivable at year-end.  During our review of the 
selected loan files, consistent with management’s prior knowledge based on similar findings 
contained within the Bureau’s Report, we noted that the selected loan files did not contain 
sufficient supporting documentation evidencing decisions related to loan origination and were 
not maintained using a consistent file structure.  
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RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION 
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND) 

 
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED) 

 
YEAR ENDED JUNE 30, 2013 

 
 
 

2013-2 Renewable Energy Fund – Loan Files and Compliance (Continued) 
 
Recommendations: 
 
We recommend that management complete the implementation of its monitoring processes 
which would incorporate the review of all loans to determine the terms and provisions with 
which each borrower must comply and to monitor the borrowers’ compliance with such terms 
and provisions.  Also, we recommend that management implement a formal loan origination and 
maintenance file structure, similar to that currently used within the Small Business Loan Fund, to 
facilitate the documentation of all loan decisions. 
 
Management’s Response: 
 
As recommended, management is completing the implementation of its monitoring processes 
which will incorporate the review of all loans to determine the terms and provisions with which 
each borrower must comply and will monitor the borrowers’ compliance with such terms and 
provisions.  In addition, management will finish implementing a formal loan origination and 
maintenance file structure to facilitate the documentation of all loan decisions. 
 




