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Independent Auditor's Report

To The Board of Trustees
Rensselaer Polytechnic Institute:

We have audited the accompanying consolidated financial statements of Rensselaer Polytechnic
Institute (“Rensselaer”), which comprise of the consolidated statement of financial position as of

June 30, 2013 and June 30, 2012 and the related statements of activities and cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of America.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error. :

Auditor's Responsibility

Qur responsibility is to express an opinion on the consolidated financial statements based on our audits,
We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consclidated financial statements, whether due
to fraud or error, Tn making those risk assessments, we consider internal control relevant to
Rensselaer's preparation and fair presentation of the consolidated 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 Rensselaer'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 consoclidated financial statements. 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 consolidated financial statements referred to above present fairly, in all material

respects, the financial position of Rensselaer Polytechnic Institute at June 30, 2013 and June 30, 2012
and the results of its changes in net assets and its cash flows for the years then ended in accordance with

‘accoumnting principles generally accepted in the United States of America.

ﬂ’MA,Wﬂmg;ylm I

October 25, 2013

PricewaterhouseCoopers LLP, 677 Broadway, Albany, NY 12207
T (518)462 2030, F: (518)427 4497, wwiv.pwe.com/us




‘Rensselaer Polytechnic Institute
Consolidated Statements of Financial Position
At June 30, 2013 and June 30, 2012

{in thousands of dolfars)

Assets 6/30/2013 6/30/2012
Cash and Cash Equivalents g 10,359 S 10,224
Accounts receivable, net

Student related and other 3,192 5460 -
Research, training, and other agreements 14,499 22,186
Contributions receivable, net 22,075 16,220
Contributions from external remainder trusts 8,670 8,099
Inventories ’ 1,877 1,813
Prepaid expenses and other assets 9,315 13,305
Student loans receivable, net 26,851 27,339
Investments, at market - endowment, annuity & fife income funds 616,363 587,692
tand, buildings and equipment, net 719,250 732,989
Total Assets S 1,432,451 $ 1,425,326

Liabilities
Accounts payable and accrued expenses S 39,378 s 41,940
Short-term borrowings 35,900 38,700
Spiit interest agreement obligations 6,933 7,091
Deferred revenue 24,342 20,709
Other liabilities 13,179 16,568
Pension liability 91,069 © 117,785
Accrued postretirement benefiis 14,658 15,864
Refundable government loan funds 28,808 28,219
Capital leases payable 19,053 19,296
Long-term debt 732,309 740,699

Total Liabllities 1,005,629 1,047,280

Net Assets
Unrestricted (77,746} (92,936)
Temporarily Restricted 165,503 160,021
Permanently Restricted 339,065 310,961

Total Net Assets 426,822 378,046
Total liabifities and Net Assets S 1,432,451 S 1,425,326
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Rensselaer Polytechnic (nstitate
Consolidated Statement of Activities

For The Year Ended June 30, 2013, with summarized comparative June 30, 2012

(in thousands of dollars) Temporarlly  Permanently Yotal Total
Unrestricted  Restricted Restricted  June 30, 2013 June 30,2012
Operating Revenue:
Student related revenue:
Student tuition and fees, net
tndergraduate $ 134,035 § -8 -8 134,035 $ 127,806
Graduate 45,180 - - 45,180 41,703
Education for working professionals 5,728 - B 5,728 6,450
Fees 1,467 - - 1,467 1,653
Auxiliary services 55,911 - - - 55,911 54,912
Student related revenue 242,321 - - 242,321 232,524
Gifts 19,448 4,244 - 23,692 22,539
Grants and contracts:
Direct:
Federal 63,095 - - 63,095 65,077
State 10,831 - - 10,831 7,525
Private 5,496 - - 5,496 5,812
Indirect 19,046 - - 19,046 18,917
Grants and Contracts 98,468 - - 98,468 98,331
Investment return:
Dividends and Interest 1,917 1,874 1,565 5,356 4,851
Realized accumulated gains used to meet spending policy 11,661 12,278 - 23,939 25,779
Endowment spending for Rensselaer Pfan Initiatives 9,500 . - 9,500 23,300
Interast on student loans 55 - - 55 74
Investment return designated for operations 23,133 14,152 1,565 38,850 54,104
Rensselaer Technology Park 4,255 (2) B 4,253 4,001
Other 487 50 - 547 3,459
Net assets released from restrictlons 28,130 {28,326) {1,864} - -
Total operating ravenue 416,312 {7,882) {299) 408,131 414,958
Operating Expense:
Instruction 147,385 - - 147,385 147,819
Research:
Sponsored 108,645 - - 108,645 110,363
Unspensored 18,094 - - 18,004 19,771
Student services 13,047 - - 13,047 13,185
Institutional and academic support 82,307 - 82,307 84,916
Externally funded scholarships and feliowships 11,301 - - 11,301 11,595
Auxiliary services 31,891 - - 31,851 30,573
Rensselaer Technology Park 3,649 - - 3,649 3,575
Defined benefit pension and postretirement 21,761 - - 21,761 12,788
Total operating expenses 438,080 - - 438,080 434,585
Change In net assets from operating activities {21,768) {7,882) (299) {29,949) (19,627)
Non-operating:
Realized and unrealized gains {losses), net of spending policy and initiatives 751 12,082 3,692 16,525 {57,295)
AdJustmant for pension and postretirement benefits liability 36,038 - - 36,038 (63,983)
Life income and endowment gifts - - 24,201 24,201 2,540
Change in value of life Income contracts - 1,298 892 2,180 826
{Loss} Gain on disposal of fixed assets (229) | - - {229} (396)
Other reclassifications & transfers 398 {15) (382) - -
Change In net assets from non-operating activities 36,958 13,364 28,403 78,725 {118,308}
Increase {Decrease) in net assets 15,120 5,482 28,104 48,776 {137,935)
Net assets at beginning of year {92,936) 160,021 310,961 378,046 515,981
Net assets at end of year S {772,746) § 165503 S 339065 S 426,822 § 378,046
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Rensselaer Polytechnic Institute
Consolidated Statement of Activities

For The Year Ended June 30, 2012 Temporarily  Permanently Totol
{in thousands of doilars} Unrestricted Restricted Restricted June 3G, 2012
Operating Revenue;
Student related revenue:
Student tuitlon and fees, net
Undergraduate $ 127,806 - 8 - 8 127,806
Graduate 41,703 - - 41,703
Education for working professionals 6,450 - - 6,450
Fees 1,653 - - 1,653
Auxiliary services 54,912 - “ 54,912
Student related revenue 232,524 - - 232,524
Glfts 20,807 1,729 3 22,539
Grants and contracts:
Direct:
Faderal 65,077 - - 65,077
State 7,525 - - 7,525
Private 6,812 - - 6,812
Indirect 18,917 - - 18,917
Grants and contracts 98,331 - - 98,331
Investment return: :
Dividends and Interast 2,143 2,807 1 4,951
Realized accumulated gains used to meet spending policy 13,457 12,322 - 25,779
Endowment spending for Rensselaer Plan initatitives 23,300 - - 23,300
Interest on student loans 74 - - 74
Investment return designated for operations 38,574 15,129 1 54,104
Rensselaer Technology Park 4,001 - - 4,001
Cther 3,405 54 3,459
Net assets released from restrictions 20,198 {20,198) - -
Total operating revenue 418,240 (3,286) 4 414,958
Operating Expense:
[nstruction 147,819 147,819
Research: )
Sponsored 110,363 110,363
Unsponsored 19,771 19,771
Student services 13,185 13,185
Institutionat and academic support 84,655 261 84,916
Externally funded scholarships and fellowships 11,595 ’ 11,595
Augiliary services 30,573 30,573
Rensselaer Technology Park 3,575 3,575
Defined benefit pension and postretirement 12,788 12,788
Total operating expenses 434,324 - 261 434,585
Change In net assets from operating activities {16,084) {3,286) {257} (19,627)
Non-operating: :
Reallzed and unrealized gains (losses), net of spending policy (48,240) (5,946) {3,109) {57,295)
Ad)ustment for pension and postretirement benefits liability (63,583) - - (63,983)
Life Income and endowment gifts - {2,268) 4,808 2,540
Change in value of life income contracts 281 545 826
Loss on disposal of fixed assets (396) - - (396)
Other reclassifications and transfers (48} {34} 82 -
Change in net assets from non-operating activities {112,667) (7,967} 2,326 {118,308}
Increase {Decrease) in net assets {128,751) {11,253) 2,069 {137,935}
Net assets at beginning of year 35,815 171,274 308,892 515,981
Net assets at end of year S  (92,936) $ 160,021 $§ 310961 § 378,046

The accompanying notes are an integral part of these consolldated financial statements,
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Rensselaer Polytachnic Institute
Consalidated Statements of Cash Flows

For the years ended June 30, 2013 and 2012 lune June
{in thousands of dollars) 2013 2012
Cash flow from operating activities
Total change In net assets S 48,776 S (137,935)
Adjustments to reconcile change In net assets to net
cash used in operating activities:
_Depreciation and amortization 31,745 35,205
Accretion expense 402 382
{Gain} loss on disposal of fixed assets 229 396
Uncollectible contributions writeoff 837 1,118
Benefit {provision) for uncotlectible accounts and loans {316} 576
Realized and unrealized losses {gains) on investments {51,577} 8,215
Amortization of Bond Premiums & Discounts 360 315
Contributions of equipment and other capital items {293} {582}
Receipt of contributed securities {1,410) (1,479}
Contributions restricted for long term investment (18,345} 1,050
Contributions from external trusts, net of change in value {574} 274
Changes In operating assets and liabilities:
Accounts receivable 9,392 13,935
Contributions receivable {5,855) 1,269
Inventories (64) 351
Prepaid expense and other assets 3,674 (724)
Accounts payable and accrued expenses {2,964) (5,479)
Pension Liabllity {26,726) 35,814
Present value of split interest agreements, net of terminations 650 (1,987)
Deferred revenue and other liabilities {156} 382
Accrued posiretirement benefits {1,206) 1,782
Nat cash provided (used) in operating activities {13,421) {47,081}
Cash flow from investing activities .
Proceeds from sale of Investments 150,262 117,030
Purchase of Investments {125,945) {83,984)
Additional student loans granted (3,948) {2,829)
Student loans paid 4,478 4,645
Proceeds from sale of land, building, and equipment 33 800
Purchase of land, bullding and equipment (17,876) {17,048)
Net cash provided {used) in investing activities 6,904 18,614
Cash flow from financing activities
Contributlons restricted for endowments 18,157 (1,050}
Contributions to Life Income & Annuitles 191
Payment of annuity obligations {808} 4
Proceeds from Issuance of bonds - 39,748
Proceeds from loans 244,866 185,895
Repayment of debt  (256,343) {185,537}
Government loan funds 589 617
Net cash provided {used) by financing activities 6,652 29,677
Net increase in cash and cash equivalents 135 1,210
Cash and cash equivalents at beginning of the year 10,224 9,014
Cash and cash equivalents at end of year S 10,359 $ 10,224
Non cash Investing activities »
Gifts of Equipment and other capital items $ 293 . $ 582
Contributed Securities 1,410 1,479
Seller Financed Debt - -
Increase {Decrease) in Capital assets included in accounts payable - 911
Supplemental Disclosure
Cash paid during year for interest $ 39,577 $ 39,133
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Rensselaer Polytechnic Institute

Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
{dollars in thousands)

{1) ORGANIZATION

Rensselaer Polytechnic Institute {Rensselaer or The Institute} is a nonsectarian, coeducational institution composed of
five schools: Engineering; Science; Architecture; Humanities, Arts, and Social Sciences; and the Lally School of
Management & Technology; as well as an interdisciplinary degree in information Technology. Rensselaer offers more
than 145 programs at the bachelor’s, master’s, and doctoral levels, Students are encouraged to work in interdisciplinary
programs that allow them to combine scholarty work from several departments or schools, The Institute provides
rigorous, engaging, interactive learning environments and campus-wide opportunities for leadership, collaboration, and
creativity,.  Rensselaer Technology Park is a university related 'park for technology ventures seeking a unique
environment focused on the interface between industry and education. :

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a} Basis of Presentation and Tax Status

The financial statement are presehted on the accrual basis of accounting in accordance with U.S. generally accepted
accounting principles (GAAP) and have been prepared to focus on the Institute as a whole and to present balances and
transactions according to the existence or absence of donor—imposed restrictions.

The accompanying financial statements include the Rensselaer Hartford Graduate Center, Inc., a branch of the Institute
focused on education for working professionals, which is a separate entity consolidated in the financial statements,
Rensselaer and the Center are collectively referred to herein as the Institute. Al significant inter-organizational
accounts have been eliminated in consolidation.

The Institute is a not-for-profit organization as described in section 501(c)(3) of the Internal Revenue Code, and is
generally exempt from income taxes pursuant to the Code. In accordance with accounting standards, the institute
evaluates its income tax status each year.

b) Net Asset Classification

The Institute is incorporated in and subject to the laws of New York, which incorporate the provisions outlined in the
New York Prudent Management of institution Funds Act (NYPMIFA.) Under NYPMIFA, the assets of donor-imposed
restricted funds may be appropriated by the Institute for expenditure. Net assets having similar characteristics have
been classified in the following categories:

»  Permanently restricted net assets are subject to donor-imposed stipulations that they be maintained permanently
or until prudently appropriated by the Board of Trustees of the Institute in accordance with New York State law.
Generally, the donors of these assets permit the Institute to use all or part of the investment return on these assets
to support program activities, principally financial aid and instruction,

e Temporuarily restricted net assets used by the Institute are subject to donor-imposed or legal stipulations that can be
fulfilled by actions of the Institute pursuant to those stipulations or that expire with the passage of time. Realized
and unrealized gains on permanently and temporarily restricted assets are reported as temporarily restricted net
assets in accordance with New York State law,

e Unrestricted net assets are not subject to donor-imposed stipulations. Unrestricted net assets may be designated
for specific purposes by action of the Board of Trustees or may otherwise be limited by contractual agreements

with outside parties. i
B i S o e e o N s s s 0
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Rensselaer Polytechnic Institute

Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
{doliars in thousands)

¢} Statement of Activities

The Statement of Activities reports changes in net assets from operating and non-operating activities. Operating
activities primarily include revenues and expense related to on-going educational and research efforts as well as gifts
and net return on the institute’s endowment. Operating net assets released from restrictions include support for such
program activities as financial aid and instruction. Contributions with donor-imposed restrictions are reported as
temporarily restricted revenues and are reclassified to unrestricted net assets when the donor-imposed restriction is
satisfied. Expenses are generally reported as decreases in unrestricted net assets. ‘

Non-operating activities primarily include investment refurn net of spending, changes in life income and endowment
gifts and gain or loss on the disposal of assets or liabilities. Non-operating net assets released from restrictions primarily
represent amounts for facilities and equipment. Contributions restricted for the acquisition of land, buildings and
equipment and specific programs are reported as temporarily resiricted revenues. These contributions are reclassified
to unrestricted net assets upon acquisition of the assets or being placed in service. Contributions recelved of a capital
nature, that is, contributions to be used for facilities and equipment or to be invested by the Institute to generate a
return that will support operations, are included in non-operating activities.

Revenues are derived from various sources as follows:
e  Student related revenue includes tuition revenue from undergraduate, graduate, and working professionals, as well
as, student fees and auxiliary services. The undergraduate student discount rate was 39.8% and 39.6% for the years

ended June 30, 2013 and 2012, respectively.

Student tuition by segment and location is as follows:

2013 2012
Undergraduate tuition:
Troy Campus tuition revenue S 218,995 § 207,216
Institutional aid {87,211) (81,985)
Total undergraduate academic tuition revenue 131,784 125,231
Summer tution revenue 2,251 2,750
Summer aid - (175)
Total Undergraduate tuition ) 5 134,035 S 127,806
Graduate tuition:
Troy Campus tuition revenue $ 46,828 § 42,940
Institutional aid : (2,004) {1,611)
Total graduate academic tuition revenue 44,824 41,329
Summer tution revenue 356 374
Total Graduate tuition S 45,180 & 41,703
Education for working professionais:
Troy Campus S 817 § 824
Hartford Campus . 4911 5,626
Total Education for working professionals tuition S 5,728 S 6,450

e  Contributions — Contributions, including unconditional promises to give {pledges), are recognized as revenue in the
appropriate net asset class in the period received. A pledge is recorded at present value based on an appropriate
market rate. Restricted contributions are released to unrestricted net assets when an expense is incurred that
satisfies the donor-imposed restriction. Contributions of assets other than cash are recorded at their estimated fair
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Rensselaer Polytechnic Institute

Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
{dollars in thousands) o

d)

e)

b

g)

h)

Vi

value at the date of gift. Conditional promises to give are not recognized until the conditions on which they depend
are substantially met. Additional information can be found in Note 3b.

s Government grants and contracts ~ The Institute has been awarded approximately $92,470 and $107,856 of grants
and contracts which have not been advanced or expended as of June 30, 2013 and 2012, respectiveiy, and
accordingly, are not recorded in the financial statements.

e [nvestment return - Net appreciation (depreciation) in the fair value of investments, which consists of dividends and
interest, realized gains and losses and the unrealized appreciation or depreciation on those investments, is
* recognized in the Statement of Activities. - -

Cash and Cash Equivalents
Cash and cash equivalents include all highly liquid debt instruments with maturity of three months or less when

purchased. They are carried at cost, which approximated fair value. Cash that is part of the Institute’s investment
porifolio is reported as investments and included in Note 5. :

Accounts and Notes Receivable
Accounts and notes receivable include amounts arising from tuition and fees, Rensselaer Technoifogy Park activity and

amounts owed on research contracts. They are carried at net realizable value.

Inventories
Inventories consist mainly of bookstore and computer store goods and maintenance supplies and are stated at the

lower of cost or current market value, based upon the first-in, first-out method.

Investments

The Institute’s investments are recorded in the financial statements at fair value. Investment income is recorded on an
accrual basis, and purchase and sale transactions are recorded on a trade-date basis. Realized gains and {osses are
recognized on an average cost basis when securities are sold.

Land, Buildings and Equipment

Land, huildings and equipment are carried at cost or at the fair value at the date of the gift. Depreciation is computed
on a straight-line basis over the estimated useful lives of buildings (50 years) and equipment (3-20 years). All gifts of
land, buildings and equipment are recorded as unrestricted operating activity unless explicit donor stipulations specify
how the donated assets must be used. Absent explicit donor stipulations about how long those long-lived assets must
be maintained, the donor restrictions are reported as being released when the donated or acquired long-lived assets are
ptaced in service. Gifts of land, buildings and equipment with explicit donor stipulations specifying how the assets must
be used or how long the assets must be mainiained are recorded as temporarily resiticted operating activity and
reported as being released over the period of time required and be maintained as the assets are used for its specified

purpose.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities, at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ

from those estimates.
Reclassifications

It is the Institute’s policy to recIaSsify, where appropriate, prior year financial statements to conform to the current year
presentation.
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Rensselaer Polytechnic Institute

Motes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
{dollars in thousands)

{3) RECEIVABLES

(a) Accounts Recelvable
The Institute’s receivables are comprised of student related, research, training and other agreements and are reviewed
and monitored for aging and collectability on a regular basis. There is also a corresponding allowance for uncollectable
‘accounts at June 30, 2013 and 2012, Accounts receivable from the following sources were cutstanding as of June 30:

2013 2012

Student refated receivables S 2,802 S 3,684
Research, training and other agreements 14,841 22,866
Rensselaer Technology Park 699 554
Other 325 1,856

Gross accountrecelvable 18,667 28,960
Less: aliowance for doubtful accounts (976) {1,314}

Netaccounts receivable g 17,691 S 27,646

(b) Contributions receivable
Contributions receivable are expected to be co!lected as follows at June 30:

2013 2012
Less than one year S 11,363 § 1,152
Between one and five years 12,236 12,892
More than five years 465 4,841
' Gross contributions receivable © 24,064 18,885
lLess: unamortized discount (31.,320) (2,060)
Less: allowance for uncollectible amounts {669) {605)
Net contributions receivable S 22,075 § 16,220

Conditional pledges, which are not accrued, approximate $612 at June 30, 2013, of which $6 was unrestricted as to
purpose. The remaining conditional pledges are restricted to purpose as follows: $530 current programs; $76
endowment; and S0 plant. Bequest expectancies totaling $103,572 have been aiso excluded from these amounts and
are not recorded in the financial statements. In compliance with donor stipulations related to a $360,000
transformational gift, revenue is being recognized as periodic cash payments are received. Revenue of 510,000 related
to the transformational gift was recognized in 2013 and 2012, respectively.

{c) Student Loans receivable
Student loan programs are funded by many sources, including institutional sources and governmental programs, including
the Federal Perkins Loan Program. The amount received from the government’s portion of the Perkins loan program are
refundabie to the federal government and reported as a liability on the Institute’s statement of financial position.

The Institute regularly assesses the adequacy of the allowance for credit losses relating to these loans by performing ongoing
evaluations of the student loan portfoiio, including such factors as the differing economic risks associated with each loan
category, the financial condition of specific borrowers, the economic environment in which the borrowers operate, and the
level of delinquent loans.
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Rensselaer Polytechnic Institute

Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
(dollars in thousands)

The following provides enhanced disclosures about the student loan receivables and allowances associated with the
institutional and federal loan programs.

2013 2012
. Net Net
Receivable  Allowance receivable Receivable  Allowance  receivable
Institutional loans 1,425 {756) 669 1,642 {759) 883
Federal loans. 27,284 {1,102) 26,182 27,598 (1,142) 26,456
Total loan receivable 28,709 {1,858) 26,851 29,240 {1,901) 27,339
Total
Institutional Federal allowance
Allowance at beginning of year {759} {1,142) (1,901)
Current year provisions 3 a0 43
Current year write-offs - - -
Current year recoveries - - -
Allowance at end of year (756) - (4,102) {1,858)

_ {4) SPLIT INTEREST AGREEMENTS

Split interest gift agreements consist primarily of irrevocable charitable remainder trusts, pooled income funds and
charitable gift annuities for which the Institute is the remainder beneficiary, Assets held In these trusts are included In
investments and recorded at their fair value when received. The value of split interest assets included in the investments
at June 30, 2013 and 2012 were $17,490 and $17,465, respectively. Contribution revenues are recognized at the dates
the trusts are established net of the labilities for the present value of the estimated future payments to be made to the
donors and/or other beneficiaries. The liabilities are adjusted during the term of the agreements for changes in the
value of the assets, accretion of the discount and other changes in the estimates of future benefits, Discount rates range
from 1.2% to 10.6%. The liability for the present value of deferred gifts of $6,933 and $7,091 at June 30, 2013 and 2012,
respectively, is based upon actuarial estimates and assumptions regarding the duration of the agreements and the rates
to discount the liability. Circumstances affecting these assumptions can change the estimate of this liability in future

periods.

v

Rensselaer is also beneficiary of certain perpetual trusts held and administered by others. The fair value of these trusts
at June 30, 2013 and 2012 was $55,867 and $52,910 respectively, and included in the investment balance. The present
values of the estimated future cash receipts from the trusts are recognized as contributions from external trusts and
contribution revenue at the date Rensselaer is notified of the establishment of the trust. Distributions from the trusts
are recorded as investment income in the period they are received and the fair value of the institutions investment of
those distributions are disclosed in Note 5. Changes in fair value of the trusts are recorded as gain or loss in permanently
restricted net assets.

(5) INVESTMENTS

The Institute’s investments are overseen by the Investment Committee of the Board of Trustees. In May 2000,
Rensselaer’s Board of Trustees approved the Rensselaer Plan, a strategic roadmap to achieving greater prominence in
the 21% century as a top-tier world-class technological research university with global reach and global impact. At that
time, the Board committed to endowment withdrawals in excess of Rensselaer’s spending formula, as necessary, to fund
investment in Plan initiatives. To date, approximately $566.7 miliion has been spent or committed for such initiatives,

exclusive of capital expenditures.
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Rensselaer Polytechnic Institute

Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
{dollars in thousands}

The fair value and cost of investments at June 30 is as follows:

2013 2012
Fair Value Cost Fair Value Cost
Cash and cash equivalents S 63,466 S 63,466 S 105,831 S 105,831
Fixed income _ 98,680 88,844 ' 67,650 61,308
Domestic equity 56,432 45,086 54,219 45,383
Foreign equity 52,504 44,240 40,323 28,852
Real assets 110,462 136,715 102,789 130,618
Marketable alternatives 82,250 65,496 75,996 70,475
Private equity 96,702 86,166 87,974 89,584
Subtotal 560,486 530,013 534,782 532,051
Perpetual Trusts held by others 55,867 50,877 52,910 49,990
Total investments S 616,363 S 580,890 S 587,692 S 582,041

e At June 30, 2013, Rensselaer has committed to investing approximately an additional $31 million in various
equity and real asset partnerships. ‘

{a) Investment classification descriptions

Fixed income

This category contains investments in public and private fixed income securities in the U.S. and foreign markets
including, but not limited to, convertible bonds, corporate bonds, foreign sovereign bonds, government sponsored
“agencies, high yield bonds, and U.S. Securities. These investments may be held directly by the Institute, or Indirectly
through outside managers that the Institute has hired for specific mandates, Directly held fixed income securities
typically provide liquidity to the Institute in three days, while indirect investments, excluding limited partnerships, are
subject to a variety of liguidity restrictions that normally range from three days to three months. The limited
partnership investments do not have any redemption rights, other than certain limited provisions.

Domestic Equity

This category includes investments in U.S. equities. These investments may be held directly by the Institute, or
indirectly through outside managers that the Institute has hired for specific mandates. Directly held domestic equity
securities typically provide liguidity to the Institute in three days, while indirectly held investments are subject to a
variety of iguidity restrictions that normally range from three days to three months.

Foreign Equity

This category includes investments in non-U.S. developed market and emerging market equities. These investments
may be held directly by the Institute, or indirectly through outside managers that the Institute has hired for specific
mandates. Directly held domestic equity securities typically provide ligquidity to the Institute in three days while
indirectly held investments are subject to a variety of liquidity restrictions that normally range from three days to three
months.

Real Assets

This category includes investments in a variety of partnerships and similar entities focused primarily on real estate,
infrastructure, and commodity investments in the U.S and foreign markets. The capital commitments made by the
Institute is drawn down aver time by the manager. As investments mature and/or are realized, distributions are made
by the manager to the Institute during the life of the partnership, typically 10 years. The Institute does not have any
redemption rights in these investments.
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Marketable Alternatives

This category includes investments in a variety of partnerships and similar entities focused on primarily marketable
investments in the U.S and foreign markets. The primary strategies utilized by the individual managers include, but not
limited to, distressed, event-driven, long/short, relative value, global macro, and sector specific. Maost of these
investments have an initial lockup and offer liquidity, thereafter, ranging from thirty days to one year.

Private Equity

This category includes investments in a variety of partnerships and similar entities focused primarily on venture capital
investments, buyouts, and growth equity in the U.S and foreign markets, The capital commitments made by the
Institute are drawn down over time by the manager. As investments mature and/or are realized, distributions are made
by the manager to the Institute during the life of the partnership, typically 10 years. The Institute does not have any

redemption rights in these investments,

Perpetual Trusts
This category includes certain perpetual trusts held and administered by others for which Rensselaer is the beneficiary.

(b} Spending from Endowment Funds

Rensselaer has adopted a “total return” policy for endowment spending. This appreoach considers current vield
{primarily interest and dividends) as well as the net appreciation in the market value of investments when determining a
spending amount. Under this policy, the Board of Trustees establishes a spending rate which is then applied fo the
average market value of investments. Current yield is recorded as revenue and the difference between current yield and
the spending rate produces the use of realized gains spent under the total return formuia.

{c) Dividends, Interest and Realized and Unrealized Gains and Losses

(d}

(e)

Total dividends, interest and realized and unrealized gains {reflected as both operating and non-operating activity) are
as follows:

2013 2012
Dividends and interest available for spending $ 5,356 3§ 4,951
Realized gains {loss) 21,548 14,878
Unrealized gains (loss) 30,030 {21,393)
Investment retumn 3 56,934 3 {1,564)
Investment Management Fees 1614 1,701
Net Investment Return ' S 55320 § (3,265)

Derivative Financial Instruments
investments include derivative financial instruments that have been acquired to reduce overall portfollo risk by hedging
axposure 1o certain assets held in the portfolio. At June 30, 2013, there were no open or unsettled forward exchange

contracts.

Fair Value

The Institute is permitted under US GAAP to estimate the fair value of an investment at the measurement date using the
reported NAV without further adjustment unless the entity expects to sell the investment at a value other than NAY or if
the NAV is not calculated in accordance with US GAAP. The Institute’s investments in private equity, real assets and
marketable alternatives are fair valued based on the most current NAV.

The Institute performs additional procedures including due diligence reviews on its investments in investment companies
and other procedures with respect to the capital account or NAV provided to ensure conformity with US GAAP, The
Institute has assessed factors including, but not limited to, managers’ compliance with Fair Value Measurement

-standard, price transparency and valuation procedures in place, the ability to redeem at NAV at the measurement date,

and existence of certain redemption restrictions at the measurement date,
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The three levels are fair value hierarchies are:.

e Level 1 - Quoted prices in active markets for identical assets or liabilities. Market price data is generally obtained
from exchange or dealer markets. '

e [evel 2 - inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are observable or
can be corroborated by observakle market data for substantially the same term of the assets or liabilities. inputs
are obtained from various sources including market participants, dealers, and brokers.

e Level 3 - Pricing inputs are unobservable and include situations where there is little, if any, market activity for the
investment.

Investments which can be redeemed at NAV by the Institute on the measurement date or in the near term are classified
as Level 2. Investments which cannot be redeemed on the measurement date or in the near term are classified as Leve!

3.
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The following table presents the financial instruments carried at fair value as of June 30, 2013 and 2012, by caption on
the consolidated statement of financial position, based on the valuation hierarchy defined above:

2013
Significant
. Quoted prices in other Significant
active markets observable unobservable Total Fair Value
Level 1 Level 2 ‘ Level 3
Cash and cash equivalents 3 63,466 S - 5 -5 63,465
Fixed income 25,140 56,096 17,444 98,680
Domestic equity 41,762 14,611 59 56,432
Foreign equity 36,025 16,241 » 238 52,504
Real assets 2,100 - 108,362 110,462
Marketable alternatives - 81,776 474 82,250
Private equity - - 86,702 96,702
Subtotal 168,493 168,724 223,279 560,496
Perpetual Trusts held by others - - 55,867 55,867
Total investments S 168,493 S 168,724 S 279,146 $ 616,363
2012
Significant
Quoted prices in other Significant
active markets observable  unobservable Total Fair Value
Level 1 Level 2 Level 3

Cash and cash equivalents s 105,831 § - 5 - 8 105,831
Fixed income 24,454 14,938 28,218 67,650
Domestic equity 48,331 5,784 104 54,219
Foreign equity - 10,605 28,738 980 40,323
Real assets 2,219 - 100,570 102,789
Marketable alternatives : - 75,203 793 75,996
Private equity - - 87,974 87,974
Subtotal 191,480 124,663 218,639 534,782
Perpetual Trusts held by others - - 52,910 52,910
Total investments S 191,480 S 124,663 $ 271,549 S 587,692

Ivestments included in Level 3 primarily consist of Rensselaer's ownership in alternative investments (principally limited
partnership interests in marketable alternatives, private equity, real estate, and other similar funds}. The value of certain
alternative investments represents the ownership interest in the net asset value (NAV) of the respective partnership and
consists of securities that do not have readily determinable fair values. The fair values of the securities held by limited
partnerships that do not have readily determinable fair values are determined by the general partner taking into
consideration, among other things, the cost of the securities, prices of recent significant placements of securities of the
same issuer, and subsequent developments concerning the companies to which the securities relate. The Institute
regularly reviews and evaluates the values provided by the investment managers and agrees with the valuation methods
and assumptions used in determining the fair value of these investments,

The methods described above may produce a fair value calculation that may not be indicative of net realizable value or
reflective of future fair values. Furthermore, while the Institute believes its valuation methods are appropriate and
consistent with other market participants, the use of different methodologies or assumptions to determine the fair value
of certain financial instruments could result in a different estimate of fair value at the reporting date. -
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The following table is a roliforward of the consolidated statement of financial position amounts at June 30, 2013 and
2012 for financial instruments classified by Rensselaer within Level 3 of the fair value hierarchy defined above:

2013 -
Fixed Bomestic  Foreign Marketable Pemetual
Leve! 3 Investments income equity equity Real assets  alternatives Private equity Trusts Total
Fair valug, beginning of year $ 2828 § 04 3 980 $ 0570 $ 793§ 87974 $ 52910 $ 271549
Reatized gains {loss) 116 - - 1775 (3213) 6,211 748 6,636
Unrealized gains {loss) 749 45) 88 1506 3564 11827 3,229 2098
Purchases 795 - - 1983 - 5,781 8,143 26,702
Sales {13433) - (837) (7472) {761 (16,680} {9,1B3) (47,346)
Transfers infout 7 91 589 687
Fair value, end of year $ 7444 3 59 $ 238 $ 18362 § 474 B 96,702 3 55867 $ 279,46
) 2012
Fied Domestic  Foreign Marketable Perpetual
Level 3 Investments income equity equity Real assets  altematives Private equity Trusts Total
Fair value, beginning of year $ 30278 § 02 $ 1843 B 93537 $ 984 5 95,774 $ 559045 § 278,463
Realized gains (loss) 127 - - 1507 ' - 15,442 - BB6
Unrealized gains (loss) {1,035) 2 {396) (7.,960) (174) (6,463) {3.0358) {19,067
Purchases 1257 - - 23478 - 9,785 - 34,520
Seles (3.499) - (487) {9,992) (17) {26,564) - {40,539)
Fairvalue, end of year $ 2828 § 04 3 980 % 10570 % 793 % 87974 % 5290 3% 271549

Contributions from external remainder trusts are also classified within Level 3 of the fair value hierarchy defined above.
The following table rolls forward the values as of June 30:

2013 2012

Level 3 Contributions from external remainder trusts

Fair value, beginning of year S 8,089 S 8,373
Realized gains (loss) - -
Unrealized gélns {loss} 1,009 164
Purchases - -
Sales (438) (438)

Fairvalue, end of year S 8,670 S 8,089

In accordance with currently effective standards updates for estimating fair value of investments, the Institution
conducted a review of valuation changes between hierarchies Level 1 and Level 2 occurring during fiscal year 2013 and
noted no material valuation changes.

{6) ENDOWMENT

Rensselaer’s endowment consists of approximately 656 individual donor restricted endowment funds and 83 board-
designated endowment funds for a variety of purposes plus assets that have been designated for endowment: pledges
receivables, split interest agreements, and other net assets. The endowment includes both donor-restricted endowment
funds and funds designated by the Board of Trustees to function as endowments. The net assets associated with
endowment funds are classified and reported based on the existence or absence of donor imposed restrictions,

Endowment and similar funds are invested under direction of the Board of Trustees to achieve maximum long-term total

return with prudent concern for the preservation of investment capital. All investments of endowment and simifar funds
are recorded in the statement of financial position as long-term investments, including cash balances held by external
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(dollars in thousands)
investment managers. The fair value of endowment investments. (separately invested and pooled) was $594,877 and

$566,431 as of June 30, 2013 and June 30, 2012, respectively.

Endowment net assets consist of the following at June 30:

2013
Temporarily Permanently

Unrestricted Restricted Restricted Total

True Endowment funds S 62,742 S 103,407 $ 329,080 S 495,229

Board-designated endowment funds 119,647 - - 119,647

Total endowment net assets S 182,389 S 103,407 S 329,080 $ 614,876

2012
Temporarily Permanently

Unrestricted Restricted Restricted Total
True Endowment funds $ 58,580 $ 100,259 § 301,245 S 460,694
Board-designated endowment funds 113,044 - - 113,044
5 171,634 $ 100,259 $ 301,245 $ 573,138

Total endowment net assets

The unrestricted portion of true endowment funds represent amounts that have been appropriated by the Board of
Trustees but not yet drawn from the endowment, net of the effect of underwater endowments.
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Changes in endowment net assets as of June 30:

2013
Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment net assets, beginning of year $ 171,634 § 100,259 § 301,245 S 573,138
Net gifts 1 14 24,199 24,214
Yield (dividends and interest) - 3,773 1,565 5,338
Investment gains(losses), realized and unrealized 21,526 26,129 4,000 51,655
Reclassification of underwater endowments 916 (916) - -
Reclassifications and other changes 1,873 12 {1,179} 706
Endowment Additions 24,316 29,012 28,585 81,913
Amounts appropriated for expenditure 13,561 24,060 471 38,092
Investment management fees and other expenditures 1,804 279 2,083
Endowment Deductions 13,561 25,864 750 40,175
Endowment net assets, end of year S 182,383 S 103,407 S 329,080 S 614,876
2012
Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, beginning of year $ 216,753 $ 106,393 S 297,518 § 620,664
Net gifts 2 264 2,391 2,657
Yield (dividends and interest) 2,509 2,429 1 4,939
Investment gains{losses}, realized and unrealized {3,252) (3,151) {327) {6,730}
Reclassification of underwater endowments {9,417) 9,417 - -
Reclassifications and other changes 554 2,030 1,966 4,550
Endowment Additions {9,604) 10,989 4,031 5,416
Amounts appropriated for expenditure 35,515 15,059 1 50,575
Investment management fees and other expenditures - 2,064 303 2,367
Endowment Deductions 35,515 17,123 304 52,942
Endowment net assets, end of year $ 171,634 S 100,259 S 301,245 $ 573,138
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Description of Amounts Classified as Permanently Restricted Net Assets and Temporarily Restricted Net Assets at June
30: {Endowments Only)

2013
Temporarily Permanently

Restricted for Restricted Restricted
Scholarship support 33,816 S 75,833
Fellowship support 7,348 12,661
Faculty support 39,368 64,492
Program support 20,823 74,344
Awards and prizes 2,052 3,363
Institutional support - 98,387

Permanent and Temporary net asset purpose 103,407 $ 329,080

2012
Temporarily Permanently

Restricted for Restricted Restricted
Scholarship support 34,542 S 71,667
Fellowship support 6,503 13,325
Faculty support 37,956 64,001
Program support 19,381 53,873
Awards and prizes 1,877 2,967
Institutional support - 95,412

Permanent and Temporary net asset purpose 100,259 S 301,245

{a} Interpretation of Relevant Law

The New York Prudent Management of Institutional Funds Act {“NYPMIFA”) became effective on September 17, 2010
and governs the management and investment of funds held by not-for-profit corporations and other institutions.
Absent donor stipulations to the contrary, the statutory guidelines contained in NYPMIFA relate to the prudent
management, investment and expenditure of donor-restricted endowment funds without regard to the original value of
the gifts. However, NYPMIFA contains specific factors that must be considered prior to making investment decisions or
appropriating funds for expenditure.

The Board of Trustees’ interpretation of its fiduciary responsibilities for donor-restricted endowment funds under New
York State’s Not-for-Profit Corporation Law, including NYPMIFA, is to preserve intergenerational equity to the extent
possible by prudently managing, investing, and spending from the endowment funds. This principle holds that future
endowment beneficiaries should receive at least the same level of economic support that the current generation
receives. As a result of this interpretation, the Institute ciassifies as permanently restricted net assets the un-
appropriated portion of (a) the original value of gifts donated to a true endowment fund, (b) the original value of
subsequent gifts to a true endowment fund, and (c} accumulations to a true endowment fund made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund. Unspent
appropriations related to donor-restricted endowment funds are classified as temporarily restricted net assets unti the
amounts are expended by the Institute in a manner consistent with the donor’s intent. The remaining portion of donor-
restricted endowment funds that are not classified as permanently or temporarily restricted net assets are classified as
unrestricted net assets.
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(b)

(c)

()

(e)

{7)

The Board of Trustees determines the appropriate amount to withdraw from endowment and similar funds on an
annual basis to provide support for operations with prudent concern for the long-term growth in the underlying assets
as well as the specific factors detailed in NYPMIFA. The Board-approved spending policy is designed to insulate
endowment support for programming from short-term fluctuations in capital markets.

Endowment Funds with Deficits
From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall below
the value of the initial and subsequent donor gift amounts (deficit) When donor endowment deficits exist, they are
classified as a reduction of unrestricted net assets. Deficlts of this nature reported in unrestricted net assets were
$15,955 and 517,938 as of June 30, 2013 and 2012, respectively. These deficits resulted from unfavorable market
fluctuations that occurred shortly after the investment of newly established endowments, and authorized appropriation

that was deemed prudent.

Return Objectives and Risk Parameters

Rensselaer has adopted endowment investment and spending policies that attempt to provide a predictable stream of
funding to programs supported by its endowment while seeking to maintain the purchasing power of endowment
assets. Under this policy, the return objective for the endowment assets, measured over a full market cycle, shall be to
maximize the return against a blended index, based on the endowment’s target allocation applied to the appropriate
individual henchmarks. Rensselaer expects its endowment funds over time, to provide an average rate of return of
approximately 7.1 percent annuaily. Actual returns in any given year may vary from this amount.

Strategies Employed for Achieving Investment Objectives

To achieve its Jong-term rate of return objectives, Rensselaer relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized gains) and current yield {interest and
dividends). Rensselaer targets a diversified asset allocation that places greater emphasis on equity-based investments
to achieve its long-term objectives within prudent risk constraints.

Endowment Spending Policy -

The Board of Trustees of Rensselaer determines the method to be used to appropriate endowment funds for
expenditure. Calculations are performed for individual endowment funds at a rate of 5.0 percent of the rolling 20
quarter average market value on a unitized basis one year subsequent to the calculation. The corresponding calculated
spending allocations are distributed in equal quarterly installments on the first day of each quarter from the current net
total or accumulated net total investment returns for individual endowment funds. In establishing this policy, the Board
considered the expected long term rate of return on its endowment.

LAND, BUILDING, AND EQUIPMENT

Land, buildings, and equipment consist of the following at June 30:

2043 2012
Land and land improvements S 31,628 S 31,514
Buildings ' 909,525 904,059
Equipment 231,797 236,948
Construction in Progress 4,062 2,211
Gross land, building and eguipment v 1,177,012 1,174,732
Less: accumulated depreciation {457,762) {441,743)
Net land, building and equipment S 718,250 $ 732,989

As of June 30, 2013, Rensselaer had $1,617 of open commitments to contractors for construction on work being
performed.
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(8)

{a)

(b}

BONDS AND NOTES PAYABLE

The Institute has entered into various debt obligations, all of which are repaid from the general operations of the
Institute, as appropriate. Outstanding bonds and notes payabie are as follows:

Qutstanding
Average
Year of final annual
maturity interestrate 2013 2012

U.S. Department of Education Dormitory Bonds

and 1988 Mortgage Loan 2018 3.00% 935 1,089
Rensselaer County IDA - [ndustrial Development Facility Issue:

Series 1997A (note a) - VRD 2022 4.34% 7,027 7,449

Series 1999A and B {note b) - Fixed 2030 5.17% 24339 24,416

Series 2006 {note d) - Fixed 2036 4.88% 59,221 60,652
Troy Industrial Devel opment Authority Civic Facility Issue:

Series 2002A (note ¢) - Fixed 2015 5.32% 6,534 8,921

Series 2002E {note c) - Fixed 2037 4.99% 25,000 25,000

Series 2010 Rensselaer Taxable Bonds (note g) - Fixed 2021 5.60% 204,757 204,727

City of Troy Capital Resource Corporate Series 2010A&B {note f) 2040 5.08% 356,246 357,195

Fixed

Senior Note:

Series 2011A {note h) - Fixed 2026 4,35% 40,000 40,000
2009 Whiting Turner Agreement (note ¢) - Fixed . 2015 5.25% 8,250 11,250

Total bonds and notes payable 732,309 740,659

Debt principal outstanding is reflected net of bond discount where applicable in the amount of $1,356 and $1,400 at
June 30, 2013 and 2012, respectively. Such costs are being amortized on the straight-line method over the term of the

related indebtedness,

Long-term debt is collateralized by certain physical properties with a carrying value of $495 and $468 at June 30, 2013
and 2012, respectively. At June 30, 2013 and 2012, Rensselaer did not have assets held by trustees for consiruction,

debt service and other project-related expenses.

Notes to Debt Outstanding

COn March 12, 1397, Rensselaer entered into an agreement with the Rensselaer County Industrial Development Agency,
providing for the issuance of $13.24 million in variable rate demand (VRD) revenue bonds for the purpose of financing
the renovation of three of Rensselaer’s buildings and the acquisition of a new student record system. The bonds are
subject to a remarketing agreement and bear a variable interest rate that resets weekly, but in no event may exceed 12%
per annum. In the event that Rensselaer receives notice of any option tender on its variable-rate-bonds, or if the bonds
become subject to mandatory tender, the purchase price of the bonds will be paid from the remarketing of such bonds.
However, if the remarketing proceeds are insufficient, Rensselaer will have a generai obligation to purchase the bonds
tendered pending reissuance under its multimodal provisions.

On June 30, 1999, Rensselaer entered into an agreement with the Rensselaer County Industrial Development Agency,
which provided for the issuance of $41.11 million in revenue bonds. Proceeds from the issue in the amount of $24.2
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(i)

million were used for the construction and/or renovation of three buildings, issuance costs, and to legally defease

' Dormitory Authority Series 1991 Bonds. Interest rates on the bonds range from 4.125% to 5.00%.

On May 1, 2002, Rensselaer entered into an agreement with the Troy Industrial Development Authority, which provided
for the issuance of $218.875million in Series 2002 A-E revenue bonds, inciuding $202.975 million in variable rate mode.
The transaction also generated a $1.125 million premium on the Series 2002A bonds. Proceeds from the issue in the
amount of $203.15 million were utilized for the construction costs of two buildings, related campus-wide infrastructure
improvements, issuance costs and to legally defease Dormitory Authority Series 2993 Bonds. On May 11, 2006 the Series
2002E bonds in the amount of $25 million were remarketed and converted from variable to a 5-year put option, with
interest during the period ending September 1, 2011 set at 4.05%. On April 20, 2010 Series 2002 B, C and D bonds
totaling $177.975 million were refinanced with Series 2010 A Tax Exempt bonds. On September 1, 2011 Rensselaer
remarketed its Series 2002E bonds for $25 million to convert them from variable rate to fixed rate bonds. Maturities on
the bonds range from 2026 to 2037 with a final maturity on April 1, 2037, Interest rates on the bond range from 4.625%
to 5.2% and payments are due March 1 and September 1, commencing on March 1, 2012, gl

On June 15, 2006, Rensselaer entered into an agreement with the Rensselaer County Industrial Development Agency,
which provided for the issuance of $62.38 million in Series 2006 fixed rate revenue bonds, The interest rate on the
bonds is 4.88%. The transaction generated a $1.6 million premium. Proceeds from the issue in the amount of $63.996
million were utilized for the construction costs of one building, related campus-wide infrastructure impravements, and

issuance costs.

On April 24, 2009 Rensselaer entered into an agreement with The Whiting-Turner Contracting Company for a loan not to
exceed $15 million, amortization of which commences January 1, 2011 with a final maturity of December 31, 2015. The
note bears interest at Prime plus 2.00% adjusted monthly until April 1, 2011, after which the interest rate became fixed
at current Prime plus 2.00% rate until the note matures. The loan is an unsecured cbligation of the Institute.

On April 20, 2010, Rensselaer entered into an agreement with the City of Troy Capital Resource Corporation which
provided for the issuance of $358.810 million in fixed rate revenue bonds, Series 2010A for $311.63 million and Series
2010B for $47.18 million. Proceeds from the issuance were used to refinance Series 2002 B, C and D, Series 2007 and
Series 2008 A and B bonds as well as paying 2010 termination expenses on several interest rate swap agreements.
Interest rates on the bonds range from 5.00% to 5,125%. Maturities on the bonds range from 2012 to 2030 with a final
maturity of September 1, 2040, Interest payments are due March 1 and September 1, commencing on September 1,
2010.

On April 20, 2010, Rensselaer issued Series 2010 Taxable bonds for $205 million. Proceeds from this issuance were used
to pay off various term leans and to pay termination expenses on several interest rate swap agreements. The interest
rate on the bonds is 5.60%. Maturity date on the bonds is September 1, 2020. The bonds are an unsecured general
obligation of the institute. Interest payments are due March 1 and September 1, commencing on September 1, 2010.

On September 27, 2011, Rensselaer issued Series 2011 — A Senior Notes pursuant to a note purchase agreement.
Proceeds from this $40 million issuance were applied to the defined benefit pension obligation. The interest on the
notes is 4.35%. Final maturity date on the notes is September 1, 2026. |Interest payments are due March 1 and
September 1, commencing on March 1, 2012. The note is an unsecured obligation of the Institute.

Lines of Credit

As of June 30, 2013, Rensselaer had a standby letter of credit with Bank of America totaling $1,508 for workers
compensation insurance security purposes. In addition, Rensselaer had standby letters of credit with Bank of America
totaling $1,440 and 5250 for general liability insurance and professional liability insurance security purposes,
respectively, related to current construction projects on the Troy, New York campus. There were no draws against these
letters of credit during the fiscal year. Rensselaer also has a mortgage loan guarantee in place for one loan made by
HSBC Bank USA in 1996 to finance construction and renovation costs for an on-campus fraternity residential facility, The
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balance of the mortgage loan, which. totaled $600 at inception, was $120 and $178 on June 30, 2013 and 2012,
respectively. ’

The Institute has an unsecured line of credit with Bank of America valued at $30 million, with interest calculated on the
outstanding balance at a daily rate of term LIBOR plus .95% or at Prime Rate minus 0.50%. There was an outstanding
balance of $15.9 million and $18.7 million on the line of credit at June 30, 2013 and 2012, respectively. The Institute has
an unsecured line of credit with TD Bank valued at $20 million, with interest calculated on the outstanding balance at a
daily rate of term LIBOR plus 2.00% or Prime Rate minus .50%. There was an outstanding balance of 520 million on the
line of credit at June 30, 2013 and 2012, respectively, Both of these lines of credit are subject to an annual renewal at
November 307,

Principal payments due on all long-term debt as of June 30, 2013 for each of the next five fiscal years are:

Year Amount

2014 : $ 8,799
2015 9,194
2016 9,859
2017 9,089
2018 : 9,539
Thereafter 685,829

Total bonds and notes payable S 732,309

The fair value of Rensselaer’s Iong-term debt is estimated based upon the amount of future cash flows, discounted using
Rensselaer’s current borrowing rates for similar debt instruments of comparable maturities. The fair value of long-term
debt was approximately $732,265 and $740,758 at June 30, 2013 and 2012, respectively.

{9) RETIREMENT PLANS

Defined Benefit Plans

The following table sets forth Rensselaer’s defined benefit and postretirement plans’ change in projected benefit
obligation, change in plan assets, funded status (the postretirement plans are unfunded) and amounts recognized in
Rensselaer’s halance sheet at June 30, 2013 and 2012. The defined benefit plan calculations were based upon data as of
or projected to June 30, 2013 and 2012. Postretirement benefit plan calculations were based upon data as of July 1, .
2012 and 2011. Rensselaer’s funding policy is based upan and is in compliance with ERISA requirements.

Change in benefit obligation: Defined Benefit Post-retirement
2013 2012 2013 2012

Benefit obligation, beginning of year S (348,661) $ {299,570) S  {15,864) 5 (14,082}
Service cost (4,188) (3,430) (638) (545)
Interest cost ‘  {13,548) (15,946) (549) (685)
Plan participant' contributions (171) (188) (844} {863}
Actuarial gain {loss} 10,450 (49,544) 1,791 (1,228)
Benefits paid 18,878 18,375 1,446 1,522
Administrative expense paid 1,855 1,642 - 17

Benefit obligation, end of year S {335,385} S (348,661) S {14,658) $§ (15,864)

The accumulated benefit obligation for the defined benefit pension plan was $332,722 and $345,017 as of June 30, 2013
and 2012, respectively.
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Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
(dollars in thousands}

Defined Benefit Post-retirement

Changein plan assets: 2013 2012 2013 2012
Fair value plan assets, beginning of year S 230,867 $§ 217,588 S - 5 -

Actual return on plan assets 20,961 {5,393) ‘ -

Employer contribution 13,050 38,500 602 660

Plan participant' contributions . 171 188 844 863

Benefits paid (18,878) (18,375) {1,446) (1,523)

Administrative expense paid {1,855) {1,641} -
Fair value plan assets, end of year $ 244316 S 230,867 S - 3 -
Funded status and amount recognized in

the statement of financial position:
Liability $ (91,069} $ (117,795) S  (14,658) § (15,864)
Amounts recognized in unrestricted net assets;

Net prior service cost {credit) S - S {45) S {897) $  (1,140)

Net actuarial {(gain)loss (158,118) {192,493) (1,742) 20
Unrestricted net assets $  {158,118) S {192,538} S {2,739) § (1,120}
Other changes in plan assets and benefit

obligations recognized in unrestricted

net assets:

New net actuarial {gain) loss S (11,816) § 75,759 S (1,791} $ 1,228

Amgortization of:

Prior service {cost) credit {45) (60) 143 143
Actuarial gain {loss) (22,559) (13,172} 28 85

Total recognized in non-operating {income) expense S (34,420} S 62,527 S (1,620) S 1,456

Net periodic benefit cost is included in the
following components:

Service cost S 4,188 S 3,430 S 638 S 545
Interest cost 13,548 15,946 549 685
Expected return on plan assets ' {19,595} (20,822) -
Amortization of:
Prior service cost {credit) 45 60 (143) (143)
Actuarial {gain} loss 22,559 13,172 (28) (85}
Net periodic benefit cost {(income) S 20,745 § 11,786  § 1,016 % 1,002

The amounts in unrestricted net assets expected to be recognized as components of the net periodic benefit cost in fiscal
year ending June 30, 2014 are $20,610 and ($175) for the defined pension plan and postretirement plan, respectively.
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The following are expected future benefit payments:

Fiscal year ending: Defined Benefit Post-retirement

2014 ' 3 19,280 S 1,116
2015 19,872 1,113
2016 20,196 1,082
2017 20,547 1,020
2018 20,817 1,041
2019-2022 110,079 5,527

The welghted average rates forming the basis of net periodic benefit cost and amounts recognized in Rensselaer’s
statement of financial position at June 30 were:

Defined Benefit Post-retirement

Benefit obligations: 2013 2012 2013 2012

Discount Rate 4.50% 4.00% 4.23% 3.79%

Expected return on plan assets 7.75% 8.25% - -

Rate of compensation increase 4.00% 4.00% - -
Net periodic benefit cost:

Discount Rate 4,00% 5.50% 3.79% 5.50%

Expected return on plan assets 7.75% 8.25% - -

Rate of compensation increase 4,00% 4.00% - -

For measurement purposes, an 8.0 percent annual rate of increase in the per capita cost of covered pre-65 medical,
post-65 medical benefits and a 6.0 percent annual rate of increase in prescription drug benefits, respectively, was
assumed for fiscal year 2013. These rates were assumed to decrease gradually to 5 percent for fiscal year 2022 and
remain at that level thereafter. A plan amendment established a maximum of $85 per month for retired employees who
retire after normal retirement age. Once Rensselaer’s share of medical premiums for Medicare eligible retirees reaches
the $85 per month maximum, the health care cost trend rate will no longer have any effect except for grandfathered
pariicipants not subject to the cap and pre-65 coveraga.

Assumed health care cost trend rates have a significant effect on the amounts reported for the postretirement benefit. A
one-percentage point change in the health care cost trend rates would have the following effects:

1-Percentage 1-Percentage
pointincrease  point decrease
Effect on total of service and interest cost components 105 (89)
Effect on postretirement benefit obligation : 839 (728)

Defined Benefit Plan
in the aggregate, Rensselaer’s Defined Benefit Plan will be invested to ensure solvency of the plan over its remaining life
and to meet pension obligations as required. A secondary goal is to earn the highest net rate of return within prudent

risk limits to ensure the achievement of the primary goal.

Defined Contribution Plan :
Rensselaer and the Center also have non-contributory Defined Contribution Plans open to full-time employees who have

met minimum service requirements. Contributions to these plans (8% of employee saiary) were $8,391 and $7,699 in
fiscal 2013 and 2012, respectively.
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Plan Investments .
The Plan investments have been accounted for in accordance with the fair value measurement standard as described in

Note 5. Full disclosures surrounding the descriptions of major investment categories and falr value requirements can
also be found in Note 5.

The falr values of Rensselaer’s pension plan assets at June 30 by asset category are as follows:

2013
. Significant
Quoted prices in other Significant
active markets observable unobservable Total Fair Value
Level 1 Leval 2 levei 3
Cash and cash equivalents S 21,024 S 4,295 § - S 25,319
Fixed income 24,744 52,401 19,833 96,978
Domestic equity 23,612 3,527 - 27,139
Foreign equity 14,327 8,074 - 22,401
Real assets - - 36,852 36,952
Marketable aiternatives - 15,366 3,644 19,010
Private equity - - 16,517 16,517
Total pension investments 5 83,707 S 83,663 S 76,946 $ 244,316
2012
Significant
Quoted prices in other Significant
active markets observable unobservable Total Fair Value
Level 1 Level 2 Level 3

Cash and cash equivalents ) 31,896 S 10,449 $ - S 42,345
Fixed income 20,357 17,730 33,316 72,003
Domestic equity 59,045 6,558 - 15,603
Foreign equity 7,523 14,715 - 22,238
Real assets - - 35,224 35,224
Marketable alternatives - 25,364 439 25,803
Private equity - - 17,651 17,651
Total pension investments . S 68,821 S 74,816 S 87,230 S 230,867
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The following table is a roll-forward of the pension plan assets at June 30 within Level 3:

2013

. Marketable

Level 3 Pension Investments  Fixed income Reai assets alternatives Private equity Tetal

Fairvalue, beginning ofyear § 33,916 § 35,224 $ 439 § 17,651 3§ 87,230
Realized gains {loss) 492 1,088 (1,568) 1,368 1,380
Unrealized gains {loss} 645 1,014 1,471 (134) ' 2,996
Purchases 695 4,685 - 369 5,749
sales (9,333) (5,059) (837) {3,031) (18,260)
Transfers in/out {6,582} ~ 4,139 294 {2,149}

Fair value, end of year $ 19,833 § 36,952 $ 3,644 § 16,517 $ 76,946

2012

Fixed Marketable

Level 3 Pension Investments income  Realassets alternatives Private equity Total

Fairvalue, beginningofyear $36,193 $ 35,444 & 492 $ 18,400 S 90,529
Realized gains {oss) 724 1,623 - 1,414 3,761
Unrealized gains {loss) 155 (1,310) (102) (2,592) {3,849)
Purchases 3,147 5,498 - 3,571 12,216
Sales (6,303) (6,031) (©) C(3,142) (15,485}
Transfers in/out 58 58

Fairvalue, end ofyear $33,916 $ 35,224 § 439 S 17,651 8§ 87,230

The Plan contains features that allow participants to have a percentage of their benefits fluctuate based on the return of
an S&P 500 index account. Rensselaer maintains assets in that index fund to hedge those fiabllities that are not part of

the above asset allocation.

Rensselaer’s expected contributions for fiscal year ending June 30, 2014 are $10,800 and $1,116 to the defined pension

plan and postretirement plan, respectively.

{10) NATURAL EXPENSE CLASSIFICATION

The following table compares expenses by type for the years ended June 30, 2013 .and 2012, respectively:

2013 2012
Salaries and wages $ 162,325 $ 160,877
Employee benefits excluding retirement 27,577 27,782
Retirement plan expense 29,548 20,488
Employee benefits total 57,125 48,270
Total compensation 219,450 209,147
Supplies and services 70,264 73,003
Utilities 9,81% 11,230
Employee travel 7,030 6,997
Taxes and insurance 5,917 5,265
Telecommunications 199 215
Library materials - 2,440 - 2,349
Interest on debt . 39,810 40,021
Depreciation and amortization 31,745 35,205
Student aid and fellowships 45,239 . 44,297
Operatingf | ease agreements : 5,066 5,120
Provision for uncollectible accounts 1,101 - 1,736
Total non-salary 218,630 225,438
Total expenses by functional category S 438,080 S 434,585

Page 26




Rensselaer Polytechnic institute

Notes to the Consolidated Financial Statements

For the Years Ended June 30, 2013 and June 30, 2012
{dollars in thousands)

{11} COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Institute has been named a defendant in various claims. Although there can be no
assurance as to the eventual outcome of litigation in which Rensselaer has been named, in the opinion of management
such litigation will not, in the aggregate, have a material adverse effect on Rensselaer’s financial position,

Guarantee :
During 2012, the Institute entered into a guarantee agreement with an apartment complex, adjacent to campus, for

100% of the lease revenue for the nine year period ending June 2022, The guarantee was provided in consideration for
exclusive RPI student leasing rights. The gross nine year rental value is $8,548.

Leases
At June 30, 2013, the minimum annual commitments under capital and operating leases for real property and equipment

are as follows:

Operating leases Captial leases

2014 $ 2,061 S 1,267
2015 2,174 1,403
2016 2,174 1,420
2017 ; 1,922 1,441
2018 1,686 1,441
Thereafter 19,154 30,349
Total leases s 28,171 37,321
Less:amount representing interest (18,268)
Present value of minimum lease payments S 19,053

{12} ASSET RETIREMENT OBLIGATIONS

The following is a summary of the asset retirement obligation which is included in accounts payable and accrued

expenses:

Change in asset retirement obligation: 2013 2012

Asset retirement obligation, beginning of year S 8,902 $ 8,732

Accretion expense 402 382

Less: disposals - {212}

Asset retirement obligation, end of year S 9,304 S 8,902
{13} SUBSEQUENT EVENTS

There were no subsequent events through October 25, 2013, the date on which the consolidated financial statements
were available for issuance.
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