diGENOVA & TOENSING, LLP
ATTORNEYS-AT-LAW

January 10, 2016

Via Certified Mail Via Email (ighotline@{dic.gov)
and Certified Mail
The Honorable Eric S. Miller Fred W. Gibson, Jr.
United States Attorney Acting Inspector General
for the District of Vermont Federal Deposit Insurance Corporation
United States Courthouse and Federal Building Office of the Inspector General
PO Box 570 3501 Fairfax Drive
11 Elmwood Avenue, 3" Floor Arlington, VA 22226

Burlington, VT 05402-0570
Re:  Request for an Investigation into Apparent Federal Bank Fraud.
Dear Messrs. Miller and Gibson:

This firm represents Wendy Wilton, an active Catholic and member of the Immaculate
Heart of Mary parish in Rutland, Vermont. On behalf of Ms. Wilton and other aggrieved
Vermont parishioners, we request an investigation into what appears to be federal loan fraud
involving the sale of the Roman Catholic Diocese of Burlington headquarters (33-acres of prime,
lake-front property) to Burlington College. The loan transaction involved the overstatement and
misrepresentation of nearly $2 million dollars in what were purported to be confirmed
contributions and grants to the college. According to recently released documents, this apparent
fraud resulted in as much as $2 million in losses to the Diocese and an unknown amount of loss
to People’s United Bank, a federally-insured financial institution.

The financial difficulties of Burlington College brought on as a result of the purchase of
this property, including a threatened loss of accreditation, have been widely reported on.
Numerous articles detail the apparent loan fraud, which was revealed as a result of public records
requests and diligent reporting, and are available at the links in the footnote below.' ** The

! Blake Neff and Peter Fricke, “Bernie Sanders’ Wife May Have Defrauded State Agency, Bank,” The Daily Caller,
March 26, 2015; available at http://dailycaller.com/2015/03/26/exclusive-bernie-sanders-wife-may-have-defrauded-
state-agency-bank/

* Morgan True, “Jane Sanders Overstated Donation Amounts in Loan Application for Burlington College,”
VTDIGGER, September 13, 2015; available at http://vtdigger.org/2015/09/13/jane-sanders-overstated-donation-
amounts-in-loan-application-for-burlington-college/

* Morgan True, “Catholic Church Takes Loss in Loan Settlement with Burlington College,” VTDIGGER, December
23, 2015; available at http://vtdigger.org/2015/12/23/catholic-church-nailed-in-loan-settlement-with-burlineton-
college/
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description below and these articles (and the documents referenced within them) form the basis
for our investigation request.

In 2010, Jane Sanders, then-President of Burlington College and wife of United States
Senator Bernard Sanders, orchestrated the college’s purchase of the Diocese headquarters
property for $10 million dollars. To finance the purchase, Ms. Sanders sought approval from the
Vermont Educational and Health Buildings Finance Agency (VEHBFA), which voted to issue
tax exempt bonds for the transaction. Those bonds were purchased by People’s United Bank in
the form of a $6.5 million dollar loan to the college along with a $3.65 million second mortgage
from the Diocese.

The loans were contingent on the college providing proof of a minimum commitment of
$2.27 million in grants and donations prior to the closing. Ms. Sanders acted on behalf of the
college as a corporate representative for the loan. Exhibit A (Corporate representative
certificate). In that role and as the college president, Ms. Sanders submitted what she claimed
was evidence of $2.6 million in confirmed grants and donations. Exhibit B (Spreadsheet of
confirmed donations submitted by Ms. Sanders in the loan application). She also signed the
closing certificate and the loan agreement. Exhibit C (Closing certificate).

At the end of fiscal year 2011 (six months after closing on the loan), Ms. Sanders had
collected only $279,000 in donations, which was less than 25 percent of the $1.2 million Ms.
Sanders guaranteed to the bank that she would have collected in that year.4 Soon thereafter, in
September 2011, less than a year after orchestrating the property purchase, Ms. Sanders was
forced out by the college’s Board of Trustees, reportedly for fundraising deficiencies. She was,
however, somehow able to extract a severance package from the college of more than $200,000.
This golden parachute was recorded in the college’s audit reports as well as on her husband’s
Senate Financial Disclosure Reports, demonstrating that he was a direct beneficiary of improper
payments from the financially distressed college. Exhibit D (Burlington College 2012 audit
report excerpt); Exhibit E (Senator Bernard Sanders’s 2011 to 2013 Senate Financial
Disclosure Reports showing golden parachute payout). Additionally, during her tenure, the
audit reports show Ms. Sanders steered hundreds of thousands of dollars of the nonprofit
college’s limited resources to her family and friends.’

Soon after Ms. Sanders’s ouster, the college’s financial difficulties predictably continued
to mount and threatened its collapse. By the end of fiscal year 2014, of the $2.6 million Ms.
Sanders guaranteed to the bank as confirmed donations, the college had collected only $676,000,
a shortfall of almost $2 million.® Asa consequence, the school failed to meet required loan

* True, supra note 2.

5 Lachlan Markay, “Sanders and Wife Steered Campaign, Nonprofit Money to Family and Friends,” The
Washington Free Beacon, January 6, 2016; available at http:/freebeacon.com/politics/sanders-and-wife-steered-
campaign-nonprofit-money-to-family-and-friends/?utm_source=Freedom+Mail&utm_campaign=d512ae9320-
Best_of the Beacon January 10 20151 8 2016&utm_medium=email&utm_term=0_bSe6e0e9ea-dS12ae9320-
45955293

S True, supra note 2.
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benchmarks and defaulted on its loan from the Diocese. Ultimately, to avoid bankruptcy, the
school negotiated the sale of a large portion of the 33-acre property to a real estate developer and
reached a settlement with its creditors, including the Diocese.

In the end, the Diocese was forced to accept payments totaling $1,592,000 and an
unsecured $1 million “investment” as settlement of the $3.65 million in principal it was owed.
Exhibit F (Diocese financials excerpts) The Diocese was also forced to forego collectlon of
between $592,000 and $923,000 in interest accrued over the five-year life of the loan.?
Therefore, to date, the total loss to the Diocese is between $1.6 and almost $2 million. It is
publically unknown what the loss was to People’s United Bank.

Federal bank fraud occurs when a person “knowingly executes, or attempts to execute, a
scheme or artifice (1) to defraud a financial institution; or (2) to obtain any of the moneys, funds,
credits, assets, securities, or other property owned by, or under the custody or control of, a
financial institution, by means of false or fraudulent pretenses, representations, or promises.” 18
U.S.C. § 1344.

The evidence indicates that Ms. Sanders, as president of the college, successfully and
intentionally engaged in a fraudulent scheme to actively conceal and misrepresent material facts
from a federal financial institution resulting in the award of a loan for $6.5 million and a second
mortgage of $3.65 million from the Diocese. The college’s financial records show a shortfall in
collected donations of more than seventy percent. While only a few of the prospective donors
have been willing to speak to the press, those who did said they did not pledge at the level
represented by Ms. Sanders.’ Furthermore, donation pledges should have been confirmed in
writing. But the college has stated publically that 1t has no documentary evidence of the
donation pledges Ms. Sanders certified to the bank.'® While the extent of financial harm caused
to People’s United Bank is unknown, it is also irrelevant. United States v. Kenrick, 221 F.3d 19
(2000) (intent element of bank fraud requires only intent to deceive bank in order to obtain a loan
from it). Under the federal bank fraud statutes, actual loss to the federally insured institution is
unnecessary. Risk of loss is all that is needed. United States v. Solomonson, 908 F.2d 358
(1990)

There are numerous factors here that argue in favor of a federal investigation. See
USAM 9-27.000, Principles of Federal Prosecution. The federal government has a substantial
interest in investigating a serious federal financial crime like the one alleged. Ms. Sanders is not
subject to effective prosecution in another jurisdiction. And there is no adequate, non-criminal
alternative to a prosecution that could result from an investigation. Furthermore, Ms. Sanders’s
special political status not only helped enable these apparent offenses, but also ensures her
protection from any sort of state scrutiny or enforcement.

7 The Diocese’s full Independent Auditors Report for 2015 is available at
http://vermontcatholic.org/files/949/2015%20rcdb%20fs.pdf
% True, supra note 3.
True supra note 2.
True, supra note 2.
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Additionally, the public harm in this case is substantial and should be a part of your
decision whether to open an investigation or to pursue charges. Ms. Sanders and her husband
have built political careers pontificating against corporate corruption and claiming to want to
help the needy. The Diocese, however, actually helps the needy through vital direct services. It
provides assistance to hundreds of under-privileged Vermont families, including emergency,
short-term financial aid. It also operates four residential care homes in Vermont, provides prison
ministry services, supports local non-profit organizations, and supports many other crucial
charitable causes. The loss of $2 million as a result of Ms. Sanders’s apparent misconduct will
materially detract from this charitable work and cause significant harm to vulnerable
Vermonters.

It may be that you are already aware of these matters from the public record created by
the news reports referenced in this letter. The government may also be more substantively aware
of these matters by way of a Suspicious Activity Report filed by People’s United Bank with
FinCEN pursuant to its obligations under 12 CFR § 353.3(a). We understand that you will not
be able to reveal whether this information and reporting have already sparked an investigation.
Regardless, the facts presented here warrant further investigation and we request that any
prosecution that may result from an investigation also seek full restitution from Ms. Sanders for
the loss caused to the Diocese under the Mandatory Victims Restitution Act. 18 U.S.C. §
3663A.

Ms. Sanders’s privileged status as the wife of a powerful United States Senator seems to
have inoculated her from the robust underwriting that would have uncovered the apparent
fraudulent donation claims she made. Her privileged status gave her the political clout to win
approval from VEHBFA and a federally-insured bank for a loan that never should have been
granted. This privileged status, however, should not inoculate her from the scrutiny, culpability,
and accountability of a federal investigation.

Please contact me by phone (202.297.4245) or email (Brady@digtoe.com) with any
questions or if you would like copies of the financial documents and other evidence we have
gathered in this case, including a list with the full names of the purported confirmed donors.

Sincerely,

Tiﬁv
Brady C. Toensing

Exhibits
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CERTIFICATE AS TO CORPORATION REPRESENTATIVES

I, Dr. Jane O’Meara Sanders, President of Burlington College (the “Corporation”), DO
HEREBY CERTIFY that the following authorized representative of the Corporation and I have
been designated to act on behalf of the Corporation as a Corporation Representative (as defined
in the Loan Agreement, dated as of December 1, 2010, by and between Vermont Educational and
Health Buildings Financing Agency and the Corporation) and that the signatures set forth
opposite the respective titles of such persons are their genuine signatures,

Name Title Signature
Naee ﬁﬂmgtjkﬂ$ President . / @/
Crisvine Plunket: ot bomraigal Finance QM

IN WITNESS WHEREOF, I have hercunto set my hand this 31st day of December,
2010.

NYI 7458881v3
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SIDLEY AUSTIN LLP

IDLEY]

86,700,000

'Eﬂucational and Health Buildij Financing Agency

ue Bond (Burlington College Project) 2010 Series A

C!o_sing Date: December 31, 2010

x2oTd i e o e .




Bond Documentation

46. Evidence of Receipt of Fundraising Grants of at
least $2,270,000.
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Exhibit C



1, Jane O"Monra Sanders, DO HEREBY CERTIFY that I am the President of Burlington College (the
“Cotpomstion™), end that as such [ am authorized o executo this Certificals on behalf of the Corporation. All terms
used hereln, and not otherwiso dofined herein, have tho samo meanings assigned ¢o them in the Bond Purchase

Agreoment.

THEREBY FURTHER REPRESENT that:

a,

Ths Corporatica () has boen duly orgauized end is validly existing 83 8 private non-profit
corpoation in good gtanding under the lsws of the State with full legal power and euthority to own
its propesty, conduct its business end exesuts, deliver end perform its obligations under tho Loan
Agroemsnt, the Noto, the Mortgags and ths Bond Purchsse Agreement (collectively, the
“Corposation Dooumeants™), and (if) has taken all aotions and obtafusd all epprovals required in
contaction therowith,

Tho Corporation I exempt from federal {nconto taxstion under Scotion 501 (a) of the Cods, es an
otganizmtion descaibed in Section 501(0)3 of the Cods, and there Is ro threatened change in such
tax exempt status of the Corporation, .

There are 120 liens against or overdus taxes, asscssments, £63 ot other governmantal charges
payeblo by ths Corposation to ths United States, the Stats of Veratont or eay otherstate or
municlpality in the United States. .

Ths excoution, dolivery end performance of all agresment, certificates and documents requiréd to
be excoutive, delivered and performod by tho Corposation in order to canry out, give effeot 40 and

. consummata the transastions contemplated by the Corporation Documents havs besn duly

authosized by ell nsscssary estion of the Corpomtion; the Corporation Documsnts aro in full forco
end cfftes on and 83 of the dato hereof} and no suthosity for ths exesution, delivery or performancs
of the Corporation Documsnts hes boen repealed, revoked or rescinded,

Ths exceution and delivery of tho Corporation Documents on behalf of the Corporation and ths
pestonmanco of the obligations contained in the Cosporate Documents, the coasummation of the
teusactions thevein contemnplated (lastuding ths ecquisitions, construstion and equipping of the
Project) and compliance with the provisions of each do not end will not () conflict with or violate
tha Corporation’s Asticles of Assoctation or the Bylsws of its Board of Trustacs, (H) confiics with,
result (n eny breach of or constituts a defult under eny indenhure, mortgage, deed of trust, bank
loan ar credit agroement of eny other agreemeat or Instrument to which the Corporstion is 8 party
or by which it or eny of its proparty may bs bound or affectsd, or (i) conflist with or violats any
existing law, rulo, rogulation, judgment, ordes, writ, injunction ar docree of sny govemment,
govemmental instrumentality or court, domestis or freign, having jurisdiction overths
Cozporation or eny of its propesty; provided, howover, that ro cestifisation i3 given regarding the
applicability of any zoning, subdivision or other land uss Iaw, regulation or ordinancs to the
exonution and dslivory of the Mortgage nor the necessity of obtaiuing any permit or approval
under sy such law, regulation ¢ ordinanca,



The Corporation hes duly authorized the taking of and has token any end all action necessary to
carry out and give effeot to the transactions contemplated to be performed on ts part by the
Corporation Documents, .

Nerm!ofDo&nltundcrthelnanAmmniihmmnwdandmmwhlchwiﬂlmﬂcaor
1apes of tie or both would becoms sush an Bvent of Dofuult has ocourred and is continuing.

Ths representations and warranties of the Corparstion contained in the Loan Agreement and in
the Bond Purchase Agreement are trus and correot on and 85 of the date hereof with tho same force
and effact as though such representations and warrantles were made on and of the dats hereof,

The Corporation Documents were each duly executed and dskivered on behalf of the Corporation
by duly authorized officers of the Corporation, end ths signature of each such officer thereon in
his genuine signature.

There is no actlon, litigation, suit, proceeding, inquiry or investigation, at law or in equity, or
before or by any court, public bosrd or body, pending or, to the Carporation's knowledge,
threatened against, or affecting, the Corporation, wharein an unfavorebls decision, the Corporation
Documsnts or the transactions contemplated therein or in the Bond, or which would materially
sdversely affcot tho businsss, propesty or financial condition of the Corporation,

Sincs ths execution of the Bond Purchass Agresment, thare has been no material adverss change
in ths business, property or financial condition of the Corporation, and the Corporation has not,
other than in ths ordinary courss of business, eatered into any transastion or inourred any lisbility
materially advaree to the Corporation.

Thero 7o 1o lisns or engumbrances of recond (other than the Mortgags and Permitted
Enmbmnm(asdeﬁmdhmemw))mmwmm.

Ths Corporation hes not, since June 30, 2010, incurred any material licbilities other than ths
ordinary courss of business or as havs beea disclosed to the Purchassr, and the latest available
sudited and un-sudited finanoial statements of the Corporation present fully the financial position
of the Corporation as of the dats thereof and the result of its operations for the perfod therein.

<

mmymﬁhﬂgmdayoftbsm.ﬁmemm
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BURLINGTON COLLEGE, INC.

AUDIT REPORT AND REPORTS ON
COMPLIANCE AND INTERNAL CONTROL

JUNE 30, 2012



Note 10:

Note 11:

Note 12:

BURLINGTON COLLEGE, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

SEVERANCE PAYABLE

The former President resigned from the College and a transition agreement was
entered into on September 26, 2011. The transition period commenced on October
13, 2011 for one (1) year. The President will be paid for the year, over the
following two (2) years, at an annual rate of $149,380 including all customary
benefits. In addition, the former President will receive additional payments into
her retirement plans totaling $21,415 and a deferred bonus of $15,000 and a lump
sum final payment of $15,000. The balance outstanding as of June 30, 2012 on
the contract totaled $123,427.

DEFERRED REVENUE

Deferred revenue consists of the following:

Summer Tuition Revenue $ 76,512
Summer Tuition Revenue — Masters Program 32,760
High School Summer Program Revenue 10,775
Summer Lab Fees Revenue 29,434
Prepaid Fiscal Year 2013 Tuition 10,700
Deferred Grant Revenue 225
Total $160.406

POST EMPLOYMENT BENEFITS PAYABLE

The College has an agreement with a former President to pay him a retirement
salary of $600 per month for life beginning July 1, 1995, increased each January 1
by the Consumer Price Index but not to exceed 5%. Currently, these payments are
$1,071 per month. The College also agreed to continue paying health insurance
premiums for both the former President and his partner for the duration of the
former President’s life. The College will also reimburse dental expenses up to a
total of $2,000 per year, combined, for the former President and his partner. The
current cost of the health insurance policies is $1,128 per month. Dental
reimbursements for fiscal year 2012 totaled $2,123. The College has assumed a
seven percent (7%) and a nine percent (9%) increase in medical insurance
premiums for the former president and his partner to estimate the liability at June 30,
2012. An estimate of the current value of the payments for life are $259,164.

The College also entered into an agreement with another former President during
2002 to pay his spouse’s medical and dental insurance. The current cost of this
policy is $257 for health insurance per month. The College also agreed to reimburse
dental expenses up to $1,000 per year. Dental reimbursements for fiscal year 2012
totaled $924. The College has assumed a three percent (3.0%) increase in medical
insurance premiums to estimate the liability at June 30, 2012. An estimate of the
current value of the payments for life are $61,618.

(15)
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UNIIED STATES SENATE FINANCIAL DISCLOSURE REPORT T
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estment income of more than $200 in the reporting period? V’ : current calendar year?
‘es, Complete & Attach PART IliA and/or IlIB.

N

if Yes, Complete and Attach PART ViIli.

I you, your spouse, or dependent child purchase, sell, or exchange any ' Do you have any reporiable agreement or arrangement with an outside
wortable asset worth more than $1,000 in the reporting period? l/ ’

entity? . /
‘es, Complete and-Attach PART IV. If Yes, Complete and Attach PART IX. _
! you, your spouse, or dependent child receive any reportable gift in ithe . . v - . .
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If Yes, Complete and Attach PART X.
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Room 232, Hart Senate Office Building, U.S.
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PART Il. EARNED AND NON-INVESTMENT INCOME

Page Mumber

3

Report.the source (name and address), type, and amount of earned income to you from any source aggregating $200 or more during the reporting period.
For your spouse, report the source (name and address) and type .of earned income which aggregate $1,000 or more during the reporting period. No
amount needs to be specified for your spouse. {See p.3, CONTENTS OF REPORTS Part B of Instructions.) Do not report i income from employment by the
U.S. Government for you or your spouse.

Indlwduals not covered by the Honoraria Ban:

For you and /or your spouse, report honoraria income received which aggregates $200 or more by exact amount, give the date of, and describe the activity '
(speech, appearance or artlcle) generating such honoraria payment. Do not include payments in lieu of honoraria reported on Part I.

Name of Income Source Address (City, State) Type of Income Amount
Example: JP Computers Wash., DC EXAMPLE Salary $15.000
MCI (Spouse) Arlington, VA EXAMPLE Salary Over $1,000
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UNITED STATES SENATE FINANCIAL DISCLOSURE REPORT
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AFTER READING THE INSTRUCTIONS — ANSWER EACH OF THESE QUESTIONS AND ATTACH THE RELEVANT PART

1 ves | no

{ ves | wno

Did any individual or organization make a donation o charily in lieu of
paying you for a speech, appearance, or article in the reporting period?
1f Yes, complete and attach PART I.

rd

v

Did you, your spouse, or dependent child receive any reportable travel or
reimbursements for trave! in the reporting period (i.e., worth more than
$350 from one source)?

If Yes, complete and attach PART VI.

Did you or your spouse have earned income (e.g., salaries or fees) o non-
investment income of more than 5200 from any reporlable source in lhe
reporting period?

I Yes, complete and attach PART II.

Did you, your spouse. or depgndent! child have any reportable liability
(more than $10.000) during the reporting period?
if Yes. complete and attach PART VII.

/

Did you, your spouse. or dependent child hold any reportable asset worth
more than $1.000 at the end cf the period, or receive unearned or
investment income of more than S200 in the reporting period?

If Yes, complete & attach PART IIlA and/or IlIIB.

v

Did you hold any reportable positions an or before the date of filing in the
current calendar year?
If Yes, complete and altach PART Vill.

Did you, your spouse, or dependent child purchase. sell, or exchange any
reporiable asset worth more than $1.000 in the reporting period?
If Yes, complete and attach PART (V.

Do you have any reportable agreement or arrangement with an outside
entity?
If Yes, complete and attach PART IX.

0'IA Y2208 8.nS0[9SIQ [B1oUBUIS DliANd

Did you, your spouse, or dependent child receive any reportable gift in the
reporting period (i.e., aggregating more than $350 and not otherwise
exempt)?

if Yes, complete and attach PART V.

/

If this is your FIRST Report: Did you receive compensation of more than
$5.000 from a single source in the two prior years?
If Yes, complete and attach PART X.

Each question must be answered and the appropriate PART attached for each “YES" response. <
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PART Il. EARNED AND NON-INVESTMENT INCOME

Page Nt
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Report the source (name ard address), type, and amount of earned income to you from any source aggregating $200 or more during the reporting period.
For your spouse, reporl the source (name and address) and type of earned income which aggregate $1,000 or more during the reporting perlod No
amount rfeeds to be specified for your spouse. (See p.3, CONTENTS OF REPORTS, Part B of Instructions.) Do not report income from employment by

the U.S. Government for you or your spouse.

Individuals not covered by the Honoraria Ban:

For you and /or your spouse, report honoraria income received which aggregates $200 or more by exact amount, give the date of, and describe the activily
(speech, appearance or article) generating such honoraria payment. Do not include paymenls in lieu of honoraria reported on Part .

Name of Income Source Address (City, State) Type of Income Amount
— 4P Comp:ters Wash., DC EXAMPLE Salary $15,000
MCI (Spouse) Adington, VA EXAMPLE Salary Over $1.000
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United States Senate

Financial Disclosures

Annual Report for Calendar 2013

The Honorable Bernard Sanders (Sanders, Bernard)
& Filed 05/15/2014 @ 6:04 PM

The following statements were checked before filing:
«: | certify that the statements I have made on this form are true, complete and correct to the best of my knowledge and belief.

) lunderstand that reports cannot be edited once filed. To make corrections, | will submit an amendment to this report.

i1 lomitted assets because they meet the three-part test for exemption.

Part 1. Honoraria Payments or Payments to Charity in Lieu of Honoraria

Did anyindividual or organization pay you or your spouse more than $200 or donate any amountto a charity on your behalf,
for an article, speech, or appearance? Not required

Date Activity Amount Who Paid? Who received payment?
06/30/2013 Speech $931.42 Avalon Publishing Group Self

Berkeley, CA
12/30/2013 Speech $574.37 Avalon Publishing Group Self

Berkeley, CA

Part 2. Earned and Non-Investment Income

Did you or your spouse have reportable earned income or non-investmentincome? Not required

Who Was Paid Type Who Paid Amount Paid
Spouse Other Burlington College >$1,000
(Sabbatical) Burlington, VT

Self Pension City of Burlington Vermont $4,894.20
Burlington, VT

Spouse Self-Employment Income Self-Employed, Antique Dealer > $1,000
Burlington, VT

Spouse Board Compensation State of Vermont Public Service Department >$1,000
Montpelier, VT

Part 3. Assets
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FINANCIAL STATEMENTS AND
INDEPENDENT AUDITOR’S REPORT
ROMAN CATHOLIC DIOCESE OF BURLINGTON, VERMONT, INC.

JUNE 30, 2015 AND 2014



A)

ROMAN CATHOLIC DIOCESE OF BURLINGTON, VERMONT, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

SUMMARY OF OPERATIONS AND ACCOUNTING POLICIES (continued)

7. Fair value measurements (continued)

To assess the appropriate classification of investments within the fair value hierarchy, the
availability of market data is monitored. Changes in economic conditions or valuation
techniques may require the transfer of investments from one fair value level to another.
In such instances, the transfer is reported at the end of the reporting period.

8. Investment

During 2015, the RCDB, Inc. was issued a 16.67% member interest in a Vermont
limited liability company in settlement of the remaining balance of the note
receivable from Burlington College (see Note F). In accordance with the operating
agreement, the RCDB, Inc. is guaranteed a 15% annual preferred return.

The RCDB, Inc. has an option to put the investment, as defined, on February 2, 2016
at the original investment plus the 15% annual preferred return. Management intends
to exercise the put option and has recorded the investment at cost plus accrued
preferred returns totaling $60,822 at June 30, 2015. Management has evaluated the
investment and determined there to be no impairment at June 30, 2015.

9.  Beneficial interest in trusts

In accordance with ASC Topic 958, Not for Profit Entities, the RCDB Administrative
Offices records its beneficial interest in trusts in which it is named or has been legally
determined to be a beneficiary at the lesser of estimated discounted cash flows of income
to be received or its proportionate share of the fair value of underlying net assets of the
trusts. Distributions received from perpetual trusts are accounted for as gains on
investments; other distributions from trusts are accounted for as reductions in the
carrying value of the related trust. Changes in the RCDB Administrative Office’s share
of the change in fair value of the underlying assets of the trusts are recorded as a gain
(loss) due to change in value of beneficial interest in trusts.

10. Funds held for others

Resources from donors that are directed toward other specified entities are recorded as
liabilities for “funds held for others” in the accompanying statements of financial
position.
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F)

ROMAN CATHOLIC DIOCESE OF BURLINGTON, VERMONT, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

NOTE RECEIVABLE - OTHER

On December 31, 2010, the RCDB, Inc., sold its former headquarters facility on North Avenue
in Burlington, Vermont. The total selling price of $10,000,000 was paid in cash of $6,350,000 and a
note receivable of $3,650,000. Management believes it received full fair market value in cash at
closing. The amount due on the note receivable was $3,107,254 at June 30, 2014. The RCDB
Administrative Offices reviewed financial information provided by the note maker and other publicly
available information at June 30, 2014, and determined that it was probable that the balance of the
note and accrued interest would not be collected. Consequently, management recorded a reserve for
the remaining amount of principal and accrued interest as of June 30, 2014, less $550,000 which was
the estimated fair market value of the remaining property owned by the note maker in which the
RCDB, Inc. held a first mortgage. An allowance for doubtful collection of $2,557,254 was recorded at
June 30, 2014.

During 2015, the note receivable was settled through a $1,050,000 cash payment plus a
$1,000,000 investment in an LLC (see Note A8). Consequently, a bad debt recovery totaling
$1,560,822 was recorded in 2015 and there was no remaining balance on the note receivable at
June 30, 2015.

G) PROPERTY AND EQUIPMENT

Property and equipment consists of the following as of June 30:

_ 2015 _ 2014
Buildings and improvements $ 3,190,350 $ 3,190,350
Land and land improvements 507,129 504,689
Equipment 369,726 373,718
Vehicles 127,377 126,888
4,194,582 4,195,645
Less: accumulated depreciation 1.323.139 1,320,722
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