APPENDIX D

Summary of Unrestricted Net Position® (formerly known as unrestricted net assets)

June 30, 2015 Balance
Prepared for Higher Education Committee — January 2016

Net position is a financial reporting category and is the sum of total assets less total liabilities. Three
categories: invested in capital assets; restricted; and, unrestricted net position

Unrestricted net position (UNP) is not restricted, but in many cases is already programmed or
obligated for specific purposes. UNP is not specifically restricted by a donor.

UNP may consist of assets such as cash, investments; accounts receivable; notes receivable;
inventories; Other non-liquid assets, and offsetting liabilities including accounts payable, payroll
payables, compensated absences (AL and SL), etc.

UNP can be restricted (by donor, contract, debt instrument, etc.) or unrestricted (management
designated)

Critical for Strong Financial Position

Accumulated over time to ensure steady cash flow and stable operations

Supports ongoing, current operations

Facilitates long-term planning needs (e.g. capital repair/replacement )

Provides short-term operating funds in the event of an unforeseen event or emergency
Contributes to positive impact on bond rating, lower interest rates

Provision for strategic opportunities and initiatives

AN N N N N

Important to the overall financial viability of the institution

Two types of unrestricted net position (UNP):
v' Obligated:

a.) Auxiliary reserves (29%). Generally, used for operations of bookstore, food service,
housing, parking, Wellness Ctr., etc.); repair/replacement; stabilize rates; pledged under
bond issue.

b.) Quasi-endowments (1%). Unrestricted gifts or campus funds set aside to generate interest
income in support of academic and student related programs and scholarships.

c.) AgResearch, UGPT Institute, Forest Service (17%). Includes sales/other revenues, federal
appropriations due to differences in federal and state FY, etc.

d.) UND SMHS (8%). Support current operations, capital repair/replacement, research
infrastructure.

e.) Plant Improvement Reserves (8%). For repair and replacement of buildings and
infrastructure, includes asbestos settlement funds, and earmarked capital campaign
fundraising.

f.) Debt Service (3%). Funds used to repay principal and interest on bonds and other debt.

g.) Student Fees (12%). Examples include program, course, activity and technology fees
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h.) Recharge Centers (4%). Departments that provide goods and services for the benefit of
other internal users within an institution. Users are charged rates intended to cover the
costs of the center. Examples are publication and graphic arts services, aerospace
maintenance recharge centers and facilities labor recharge centers

i.) Other Local Funds (5%). All other local funds that do not meet any of the category
definitions above.

v" Un-obligated:

j.) Tuition/General Fund (33%). Unrestricted appropriated funds that are set aside for two
purposes: 1) Undesignated Reserves for sudden revenue shortfalls or unexpected expenses
and 2) Designated Reserves for future programs, technology, strategic planning initiatives,
etc., and other needs as determined by the institution.

State Board of Higher Education policy 810.1 requires NDUS colleges and universities to
target establishing and maintaining an undesignated appropriated fund reserve of 5-7% of
the previous fiscal year’s actual general fund and net tuition revenue. All campuses, except
four, have reached the target as of June 30, 2015.

k.) Departmental sales and services (18%). Includes ticket sales, art department sales, etc.

I.) Self-supporting programs and activities (5%). Generated via gifts, program revenues, and
partnerships with business (e.g. workforce training, continuing ed, some distance ed, etc.)

m.) Indirect cost reimbursement (10%). Amount provided by grantor to cover institutional
administrative and facilities costs associated with grant administration. Generally, allocated
to a wide variety of activities including departmental seed money to secure new grant
funding, investment in infrastructure, etc.

v" Accrued compensated absences and pension liabilities: The total UNP of all campuses includes
a reduction for accrued liabilities of $30.0 million (15%) in compensated absences and $71.6

million (37%) pension liability.

June 30, 2015 NDUS Total Unrestricted Net Position:

Obligated $152.7 million
Unobligated $143.4 million
Accrued compensated absences and pension liabilities  ($101.6) million
Total UNP $194.5 million

(source: FY15 audited financial statements)
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