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Independent Auditor’s Report 

 
 
The Boards of Trustees and Directors 
University of Sioux Falls and University of Sioux Falls Foundation 
Sioux Falls, South Dakota 
 
 
We have audited the accompanying consolidated statements of financial position of the University of 
Sioux Falls and the University of Sioux Falls Foundation (collectively, the University) as of June 30, 
2012 and 2011, and the related consolidated statements of activities and cash flows for the years then 
ended. These consolidated financial statements are the responsibility of the University’s management. 
Our responsibility is to express an opinion on these financial statements based on our audits.  
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and the significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of University of Sioux Falls and the University of Sioux Falls Foundation 
as of June 30, 2012 and 2011, and the results of their operations and cash flows for the years then ended 
in conformity with accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 29, 
2012, on our consideration of the University’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing the results of our 
audits. 
 

 
 
Sioux Falls, South Dakota 
October 29, 2012 
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2012 2011
Assets

Current Assets
Cash and cash equivalents 2,109,434$      3,692,860$      
Inventory 179,605 171,277
Prepaid expenses 219,731 185,127
Receivables

Student accounts receivable, net of allowance of $297,874
and $210,275 in 2012 and 2011, respectively 827,069 674,886           

Federal grants receivable 393,917 436,752
Pledges receivable, net of allowance 362,495 115,553           
Other receivables 150,936 189,243           

Total  current assets 4,243,187 5,465,698

Receivables
Student loans receivable, net of allowance of $69,920 in 

2012 and 2011 1,558,254 1,569,029
Pledges receivable, net of allowance and discount 1,000,448 754,434

Total receivables 2,558,702 2,323,463

Investments
Investments held for long-term purposes 19,389,074 18,360,708
Investments limited as to use 3,329,496 1,809,120

Total investments 22,718,570 20,169,828

Property and Equipment
Institutional property and equipment, net of accumulated

depreciation 48,437,424 49,280,705
Non-campus real estate, net of accumulated depreciation 450,981 470,601

Total property and equipment 48,888,405      49,751,306      

Other Assets
Cash surrender value of life insurance 953,024 914,839
Deferred financing fees, net of accumulated amortization 264,095 278,834
Beneficial interest in perpetual trusts 1,024,782 1,080,442

Total other assets 2,241,901        2,274,115        

80,650,765$    79,984,410$    
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June 30, 2012 and 2011 

 
 

2012 2011

Liabilities and Net Assets

Current Liabilities
Accounts payable and accrued liabilities 1,649,320$      1,463,329$      
Deposits held in custody for others 115,597 194,059
Deferred revenue - students 534,747 440,085
Deferred revenue 342,922 342,922           
Bonds and notes payable 650,000 630,000
Capital lease payable 130,896           130,896           
Annuity obligations 111,767           127,400           

Total current liabilities 3,535,249 3,328,691

Non-Current Liabilities
Asset retirement obligations 177,189 183,638
Deferred revenue 3,715,097 4,058,519
Government grants refundable 1,683,379 1,663,055
Bonds and notes payable 17,315,000 16,765,000
Capital lease payable 65,449 196,345           
Interest rate swap 1,319,414 734,971
Annuity obligations 408,098 460,842

Total non-current liabilities 24,683,626      24,062,370      

Total liabilities 28,218,875      27,391,061      

Net Assets
Unrestricted 32,026,971      32,843,878      
Temporarily restricted 9,018,470        9,523,095        
Permanently restricted 11,386,449      10,226,376      

Total net assets 52,431,890      52,593,349      

80,650,765$    79,984,410$    
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Temporarily Permanently

Unrestricted Restricted Restricted Total

Operating
Revenue and other support

Tuition and fees, net of 
scholarship allowances 14,707,748$          -$                          -$                          14,707,748$          

Contributions 1,513,432              485,208                 -                            1,998,640              
Government grants and 

contracts 991,111                 -                            -                            991,111                 
Other income 565,486                 485,040                 -                            1,050,526              
Auxiliary enterprises 3,120,311              932                        -                            3,121,243              

20,898,088            971,180                 -                            21,869,268            
Net assets released from restriction 

for operating purposes 1,334,124              (1,334,124)            -                            -                            

Total revenue and 
other support 22,232,212            (362,944)               -                            21,869,268            

Expenses 

Education and general
Instruction 6,430,714              -                            -                            6,430,714              
Public service 61,323                   -                            -                            61,323                   

Academic support 593,409                 -                            -                            593,409                 
Student services 5,185,510              -                            -                            5,185,510              

Institutional support 3,965,704              -                            -                            3,965,704              
Operation and maintenance 

of plant 1,661,256              -                            -                            1,661,256              
Interest 851,445                 -                            -                            851,445                 

Depreciation, amortization,
and accretion 2,404,389              -                            -                            2,404,389              

Total educational and 
general 21,153,750            -                            -                            21,153,750            

Auxiliary enterprises 2,026,083              -                            -                            2,026,083              

Total expenses 23,179,833            -                            -                            23,179,833            

Change in Net Assets from 

Operating Activities (947,621)$             (362,944)$             -$                          (1,310,565)$          

2012
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Temporarily Permanently

Unrestricted Restricted Restricted Total

15,168,506$          -$                          -$                          15,168,506$          

947,687                 378,561                 -                            1,326,248              

1,015,920              -                            -                            1,015,920              
584,152                 357,311                 -                            941,463                 

3,445,398              -                            -                            3,445,398              

21,161,663            735,872                 -                            21,897,535            

1,075,184              (1,075,184)            -                            -                            

22,236,847            (339,312)               -                            21,897,535            

6,154,738              -                            -                            6,154,738              
62,676                   -                            -                            62,676                   

565,744                 -                            -                            565,744                 
4,555,243              -                            -                            4,555,243              

4,196,158              -                            -                            4,196,158              

1,504,895              -                            -                            1,504,895              
877,697                 -                            -                            877,697                 

2,339,241              -                            -                            2,339,241              

20,256,392            -                            -                            20,256,392            

2,122,288              -                            -                            2,122,288              

22,378,680            -                            -                            22,378,680            

(141,833)$             (339,312)$             -$                          (481,145)$             

2011
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Temporarily Permanently
Unrestricted Restricted Restricted Total

Nonoperating

Contributions 11,074$                 991,369$               1,241,524$            2,243,967$            
Investment income 12,619                   367,074                 -                            379,693                 

Realized gain on sale of investments 1,227                     66,389                   -                            67,616                   
Unrealized gain (loss) 21,465                   (770,059)               -                            (748,594)               

Change in value of split interest 
agreements (9,723)                   (49,209)                 (87,125)                 (146,057)               

Change in fair value of interest rate 
swaps (584,443)               -                            -                            (584,443)               

Change in value of cash surrender 
value of life insurance 14,427                   2,923                     5,674                     23,024                   

Gain on disposal of institutional
property and equipment 3,900                     -                            -                            3,900                     

Development bad debt expense -                            (90,000)                 -                            (90,000)                 

Loss on retirement of bonds -                            -                            -                            -                            

Total nonoperating (529,454)               518,487                 1,160,073              1,149,106              

Net assets released from restriction 
for capital improvements 363,536                 (363,536)               -                            -                            

Interfund transfers 296,632                 (296,632)               -                            -                            

Change in Net Assets from 

Nonoperating Activities 130,714                 (141,681)               1,160,073              1,149,106              

Change in Net Assets (816,907)               (504,625)               1,160,073              (161,459)               

Net Assets, Beginning of Year 32,843,878            9,523,095              10,226,376            52,593,349            

Net Assets, End of Year 32,026,971$          9,018,470$            11,386,449$          52,431,890$          

2012
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Temporarily Permanently
Unrestricted Restricted Restricted Total

77,528$                 279,369$               171,500$               528,397$               
11,341                   323,375                 -                            334,716                 

5,071                     232,607                 -                            237,678                 
32,551                   2,485,304              -                            2,517,855              

74,768                   103,086                 174,411                 352,265                 

171,932                 -                            -                            171,932                 

-                            2,153                     4,180                     6,333                     

-                            -                            -                            -                            

-                            -                            -                            -                            

(220,962)               -                            -                            (220,962)               

152,229                 3,425,894              350,091                 3,928,214              

409,292                 (409,292)               -                            -                            

-                            -                            -                            -                            

561,521                 3,016,602              350,091                 3,928,214              

419,688                 2,677,290              350,091                 3,447,069              

32,424,190            6,845,805              9,876,285              49,146,280            

32,843,878$          9,523,095$            10,226,376$          52,593,349$          

2011
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Consolidated Statements of Cash Flows 

Years Ended June 30, 2012 and 2011 

 
 

2012 2011

Operating Activities
Change in net assets (161,459)$        3,447,069$      
Adjustments to reconcile change in net assets

to net cash from operating activities
Depreciation, amortization, and accretion 2,404,389        2,339,241        
Amortization of deferred revenue (342,422)          (342,422)          
Loss on retirement of bonds -                       220,962           
Gain on disposal of property and equipment (3,900)              -                       
Realized gain on sale of investments (67,616)            (237,678)          
Unrealized loss (gain) on investments 748,594           (2,517,855)       
Change in fair value of interest rate swap 584,443           (171,933)          
Unrestricted and temporarily restricted gifts other than cash (171,463)          (194,050)          
Change in split-interest agreements 104,013           (151,718)          
Change in cash surrender value of life insurance (38,185)            (90,224)            
Provision for bad debt 71,149             (102,351)          
Restricted for long-term purposes

Permanently restricted contributions (1,228,039)       (118,821)          
Permanently restricted gifts other than cash (13,485)            -                       

Changes in assets and liabilities
Student accounts, federal grants, and other receivables (158,640)          (246,313)          
Pledges receivable, other than permanently restricted (482,056)          1,163,129        
Inventory and prepaid expenses (42,932)            179,505           
Accounts payable and accrued liabilities (115,587)          (292,504)          
Asset retirement obligation (15,681)            8,685               
Deferred revenue 93,662             99,045             

Net Cash from Operating Activities 1,164,785        2,991,767        

Investing Activities
Acquisition of property and equipment (1,215,939)       (1,467,399)       
Proceeds from disposal of property and equipment 3,900               -                       
Proceeds from sales and maturities of investments 4,904,672        14,648,418      
Purchases of investments (6,726,095)       (7,863,013)       
Issuance of student loans receivable (190,230)          (69,996)            
Payments collected on student loans receivable 201,005           231,781           
(Increase) decrease in cash designated for investments limited

as to use (1,223,349)       932,195           

Net Cash (used for) from Investing Activities (4,246,036)$     6,411,986$       
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Years Ended June 30, 2012 and 2011 

 
 

2012 2011

Financing Activities
Proceeds from issuance of bonds and notes payable 1,200,000$      -$                     
Payments on bonds and notes payable (630,000)          (8,712,045)       
Payments on capital lease (130,896)          (65,449)            
Payments to annuitants (116,730)          (127,400)          
Proceeds from permanently restricted gifts and revenue 1,233,589        92,443             
Decrease in deposits held in custody for others (78,462)            (55,806)            
Increase in government grants refundable 20,324             97,329             

Net Cash from (used for) Financing Activities 1,497,825        (8,770,928)       

Net Change in Cash and Cash Equivalents (1,583,426)       632,825           

Cash and Cash Equivalents, Beginning of Year 3,692,860        3,060,035        
    
Cash and Cash Equivalents, End of Year 2,109,434$      3,692,860$      

Supplemental Cash Flow Disclosures
Cash payments for interest 829,643$         904,389$         

Supplemental Disclosure of Noncash Investing and Financing Activities
Equipment purchased with capital lease -                       392,690           
Purchase of property and equipment included in accounts payable 301,578           -                       
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June 30, 2012 and 2011 

 
 

Note 1 -  Nature of Organization and Significant Accounting Policies 
 
Principles of Consolidation 

 
The consolidated financial statements include the accounts of the University of Sioux Falls and the University of 
Sioux Falls Foundation (collectively, the University). All material intercompany balances and transactions have 
been eliminated. 
 
Principal Business Activity 
 
The University of Sioux Falls (USF) is an institution of higher education and is an affiliate of the American 
Baptist Churches in the United States of America, a denomination with headquarters in Valley Forge, 
Pennsylvania. The campus is located in Sioux Falls, South Dakota and the majority of its students come from 
South Dakota and adjacent states. The University of Sioux Falls is accredited by the North Central Association of 
Colleges and Schools, the National Council for Accreditation of Teacher Education, and the Council on Social 
Work Education. 
 
The University of Sioux Falls Foundation (Foundation) was incorporated for the purpose of providing assistance 
to and benefits for the University of Sioux Falls, its students, faculty and programs. The Board of Trustees of the 
University of Sioux Falls approves each member of the Board of Directors of the Foundation, and the President of 
the University of Sioux Falls serves as a director on the Foundation's Board of Directors. Net assets of the 
Foundation will be transferred to the University of Sioux Falls, in the event of the dissolution of the Foundation.  
 
Basis of Accounting 
 
The consolidated financial statements of the University have been prepared on the accrual basis of accounting and 
accordingly, reflect all significant receivables, payables, and other assets and liabilities.  
 
Use of Estimates 

 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates.  
 
Concentration of Credit and Market Risk 

 
Financial instruments that potentially subject the University to concentrations of credit and market risk consist of 
cash and cash equivalents, marketable securities, and receivables.  
 
Management believes it places its cash and cash equivalents with high quality credit institutions; however, at 
times these accounts may be in excess of FDIC insurance limits. Marketable securities, which consist of both debt 
and equity securities, are placed in professionally managed funds selected to diversify investments and limit 
market and credit risk.  
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Notes to Consolidated Financial Statements 

June 30, 2012 and 2011 

 
 
The University provides credit in the normal course of business to its students and others and performs ongoing 
credit evaluations of these parties. It maintains allowances for doubtful accounts based on factors surrounding the 
credit risk of specific parties, historical trends, and other information. Credit losses, when realized, have been 
within the range of the University’s expectations and, historically, have not been significant.  
 
Trade receivables and pledges do not accrue interest. Interest is charged on outstanding student accounts 
receivable balances 30 days after classes begin. Student accounts receivable accrue interest until the student 
account is sent to a collection agency, which generally occurs once outstanding balances reach 180 days with no 
payment. Interest is charged on student loans receivable after a student is no longer enrolled as a full-time student 
and their grace period has ended. Student loans receivable continue to accrue interest throughout the life of the 
loan. Interest is recognized as charged. Late charges are imposed if payments are not made by the payment due 
date and are recognized as they are received.  
 
The University periodically adjusts the allowance for principal and interest on loans to account for the estimated 
uncollectible portion. Student accounts and student loans receivable are written off when all collection efforts 
have been exhausted. To the extent the University has provided an allowance for interest or principal, the charge 
off is netted against the allowance. Students may be granted a deferment, forbearance, or cancellation of their 
student loans receivable based on eligibility requirements defined by the United States Department of Education. 
Student accounts and student loans receivable with outstanding balances in excess of 90 days that are still 
accruing interest were $479,015 as of June 30, 2012.  
 
The University generally does not require collateral to support financial instruments subject to credit risk. 
 
Cash and Cash Equivalents 

 
The University considers all highly liquid investments, except those limited as to use or held for long-term 
investment, with maturity of three months or less when purchased to be cash equivalents.  
 
Pledges Receivable 

 
Pledges representing unconditional promises to give that are expected to be received within one year are recorded 
at the gross amount of the promise, net of an allowance for uncollectible pledges. Unconditional promises to give, 
net of an allowance for uncollectible pledges that are expected to be received in more than one year are recorded 
at the present value of estimated future cash flows using a discount rate, which is commensurate with the risks 
involved. These pledges are reported as temporarily restricted for the passage of time unless the donor expressly 
stipulates, or other circumstances surrounding the pledge make it clear, that the donor intended it to be used to 
support activities of the current period. At times, receivable balances from certain individual donors, including 
Board members or University employees, may represent a substantial portion of the total outstanding receivables. 
Net pledges receivable from Board members or University employees totaled approximately $394,000 and 
$601,000 as of June 30, 2012 and 2011, respectively. 
 
Student Accounts and Student Loans Receivable 

 
Student accounts receivable are comprised of credit extended to students during the course of enrollment for 
tuition, books, auxiliary, and other. Student loans receivable consist primarily of Perkins loans receivables. An 
allowance for doubtful accounts is provided for receivables believed to be potentially uncollectible. 
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Notes to Consolidated Financial Statements 

June 30, 2012 and 2011 

 
 
Investments 
 
Investments in marketable equity and all debt securities are recorded at fair value with realized and unrealized 
gains and losses included in the consolidated statements of activities. Certain funds have been pooled for ease of 
management and to achieve greater diversification of investments. Fluctuations in the US and global markets can 
have a direct effect on the value of the investments presented in the accompanying financial statements. 
 
Inventory 

 
Inventory consists of books, supplies, and miscellaneous items held for resale and is valued at the lower of cost or 
market, determined on a first-in, first-out basis. 
 
Split-Interest Agreements 
 
Donors have made gifts to perpetual trusts in which the University holds a beneficial interest as an income 
beneficiary but is not the sole beneficiary. These agreements have been valued based upon the current market 
value of the trusts' assets and other factors stipulated in the agreements. 
 
The University has entered into gift annuity agreements, which provide that the University shall pay periodic 
amounts to designated beneficiaries until their death. Payments continue even if the assets gifted or acquired as a 
result of the gift have been exhausted. The University records the gifts at market value net of a corresponding 
liability for the actuarially determined present value of payments to be made to designated beneficiaries. The 
obligation is adjusted annually for amortization of the discount and for the change in life expectancies. Revenue is 
recognized in the year of the agreement for the difference between the assets received and payable established. 
The present value of future payments to be made under these agreements, discounted at rates ranging from 3% to 
14.6%, totals $519,865 and $588,242 at June 30, 2012 and 2011, respectively.  
 
Property and Equipment  
 
Property and equipment is stated at cost at the date of acquisition or fair value at the date received as a 
contribution, less accumulated depreciation. Assets are depreciated on the straight-line basis over estimated useful 
lives as follows: 
 

Buildings 10 - 100 years
Library books 10 - 40 years
Works of art 20 years
Non-campus real estate 20 years
Land improvements 15 years
Equipment and fixtures 3 - 10 years
Transportation equipment 5 years  

Normal repair and maintenance expenses are charged to operations as incurred. Physical plant additions in excess 
of $2,500 are capitalized. Construction period interest costs are allocated and capitalized as part of building 
additions except when contributions have been received for the addition. 
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Notes to Consolidated Financial Statements 

June 30, 2012 and 2011 

 
 
Deferred Financing Fees 
 
Deferred financing fees represent costs incurred by the University to obtain bond financing. These costs are 
amortized on a straight-line basis over the term of the related indebtedness. 
 
Asset Retirement Obligation 

 
The University has identified costs related to legal obligations to perform certain activities in connection with the 
retirement, disposal or abandonment of campus assets that contain asbestos. The University recognizes the fair 
value of the liability in the period in which it is incurred, if a reasonable estimate of the fair value of the obligation 
can be made. When the liability is initially recorded, the cost of the retirement obligation is capitalized by 
increasing the carrying value of the related asset. Over time, the liability is accreted to its annual present value, 
and the capitalized cost associated with the retirement obligation is depreciated over the useful life of the related 
asset. Upon settlement of the obligation, any difference between the cost to settle the asset retirement obligation 
and the liability recorded is recognized as a gain or loss in the statements of activities. The University reviews its 
estimates annually and adjusts the recorded liability as needed. 
 
The future value of the asset retirement obligation as of June 30, 2012, is estimated to be approximately $610,000. 
The liability was estimated using inflation rates ranging from 0.99% to 3.8%. The asset retirement obligations are 
calculated using discount rates ranging from 5.43% to 6.5%. Changes in the accrual for asset retirement obligation 
during the years ended June 30, 2012 and 2011, are as follows: 
 

2012 2011

Balance, beginning of year 183,638$         174,953$         

Abatement of asset retirement liability (15,681)            -                       
Accretion of asset retirement liability 9,232               8,685               

Balance, end of year 177,189$         183,638$         

Interest Rate Swap Agreement 
 
The fair value of the University's interest rate swap agreement is recognized as either an asset or liability in the 
consolidated statement of financial position, with changes in fair value reported in the consolidated statements of 
activities. 
 
Deferred Revenue and Deferred Revenue - Students 

 
Deferred revenue consists primarily of cash received for naming rights of the University’s athletic complex, cash 
received for food service renovations, scoreboard equipment received for the University’s athletic complex, and 
tuition payments received in advance. The naming rights revenue related to the athletic complex, the food service 
revenue related to renovations, and the advertising revenue from the scoreboard are recognized over the life of the 
agreements as exchange transactions.  
 
Deferred revenue – students consists of tuition and attendance related revenue that is recognized in the academic 
term to which the revenue applies. 
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University of Sioux Falls 
Notes to Consolidated Financial Statements 

June 30, 2012 and 2011 

 
 
Government Grants Refundable 
 
Funds provided by the United States Government under the Federal Perkins Loan Program are loaned to qualified 
students and may be re-loaned after collections. These funds are ultimately refundable to the Government and are 
included as liabilities in the consolidated statements of financial position. Revenues from other Government 
grants are recognized as they are earned in accordance with the agreement. Any funding received before it is 
earned is recorded as a refundable advance. Costs incurred before cash is received are recorded as an expense, 
revenue, and a receivable. 
 
Scholarship Allowances 
 
Scholarships, grants and discounts are offered by the University to attract and retain students. The University 
offers institutional grants to students in the form of merit-based scholarships and need-based grants at the 
University's discretion. These scholarships, grants and discounts which totaled $9,779,506 and $9,254,144 for the 
year ended June 30, 2012 and 2011, are recognized as a reduction of tuition and fees in the accompanying 
consolidated statements of activities.  
 
Net Assets 

 
The University records its activities into the following three classes of net assets according to the existence or 
absence of donor-imposed restrictions: 
 
Unrestricted net assets are not subject to donor-imposed stipulations and represent resources over which the 
Boards of Trustees and Directors have discretionary control.  
 
Temporarily restricted net assets are subject to donor-imposed stipulations that will be met by actions of the 
University, the passage of time, or both, including donor-imposed endowment fund earnings that have not been 
appropriated for expenditure. Temporarily restricted net assets are restricted for the following purposes: 
 

2012 2011

Scholarships, instruction, and other departmental support 8,749,582$      9,157,054$      
Acquisition of property and equipment 168,692           234,522           
Deferred gifts 85,943             117,376           
Student loan funds 14,253             14,143             

9,018,470$      9,523,095$      

Permanently restricted net assets are subjected to donor-imposed stipulations that they be maintained permanently 
by the University. Generally, the donors of these assets permit the University to use all or part of the income 
earned on related investments for general or specific purposes. Permanently restricted net assets are dedicated to 
support the following purposes: 
 

2012 2011

Scholarships, instruction, and other departmental support 11,386,449$    10,226,376$    
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University of Sioux Falls 
Notes to Consolidated Financial Statements 

June 30, 2012 and 2011 

 
 
Revenue is reported as an increase in unrestricted net assets unless the use of the related assets is limited by 
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Realized gains and 
losses on investments are reported as increases or decreases in unrestricted net assets unless their use is restricted 
by explicit donor imposed stipulations, by the passage of time, or by law. Expirations of temporary restrictions on 
net assets are reclassified as unrestricted net assets and reported in the consolidated statements of activities as net 
assets released from restriction. 
 
Income and net gains on investments of endowments and similar funds are reported as increases in permanently 
restricted net assets if the terms of the gift require that they be added to the principal of a permanent endowment 
fund and as increases in temporarily restricted net assets in all other cases until the funds are appropriated and 
spent. Net losses on investments of endowments and similar funds are reported as reductions in temporarily 
restricted net assets to the extent of accumulated endowment earnings reported as such, if any, with the remaining 
net losses reported as reductions in unrestricted net assets. 
 
Donated Services 

 
Many individuals, particularly board members, have contributed significant amounts of time to the activities of 
the University without compensation. These services do not meet the criteria for being recorded as contributions 
under accounting principles generally accepted in the United States of America and, accordingly, have not been 
recorded. 
 
Contributions 
 
The University reports gifts of cash and other assets as restricted support if they are received with donor 
stipulations that limit the use of the donated assets. When a donor restriction expires, temporarily restricted net 
assets are reclassified as unrestricted net assets and reported in the consolidated statements of activities as net 
assets released from restrictions. 
 
The University reports gifts of property and equipment or other long-lived assets without donor stipulations 
concerning the use of such assets as revenue in unrestricted support. Gifts of cash or other assets that must be used 
to acquire long-lived assets are reported as restricted support. If an explicit donor stipulation specifying the length 
of time in which a long-lived asset must be maintained does not exist, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the consolidated statements of activities as net assets released 
from restriction for capital improvement when the long-lived asset is acquired and placed into service. 
 
Donor-imposed restricted support that stipulates that resources be maintained permanently by the University but 
allows the University to use up or expend part or all of the income derived from the donated assets are classified 
as permanently restricted net assets. 
 
Fundraising Costs 
 
The University incurred direct fundraising costs of $580,441 and $566,096 for 2012 and 2011, respectively. These 
costs are included in education and general expenses on the accompanying consolidated statements of activities.  
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Advertising  
 
The University expenses advertising costs the first time the advertising takes place. Advertising expenses totaled 
$195,633 and $157,803 as of June 30, 2012 and 2011, respectively, and are included in education and general 
expenses on the accompanying consolidated statements of activities. 
 
Tax Status 
 
USF and the Foundation are separate nonprofit organizations each exempt from federal income taxes under 
Section 501 (c)(3) of the Internal Revenue Code. 
 
Management evaluates its tax positions on an annual basis and has determined there are no uncertain tax positions 
at June 30, 2012 and 2011, which meet the criteria for recognition in the financial statements. As of June 30, 2012 
and 2011, there was no unrecognized tax benefit accrual recorded. 
 
USF and the Foundation are subject to tax examinations and will recognize future accrued interest and penalties 
related to unrecognized tax benefits in income tax expense if incurred.  
 
Fair Value Measurements 
 
The University defines fair value as the exchange price that would be received for an asset or paid to transfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction between market participants on the measurement date. Valuation techniques maximize the use of 
observable inputs, minimize the use of unobservable inputs, and prioritize inputs into three broad levels. 
 
Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity 
has the ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included 
within Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related 
to the asset or liability. 
 
Reclassifications 
 
Certain amounts from the accompanying 2011 financial statements have been reclassified to agree with the 2012 
presentation. These reclassifications did not affect the previously reported financial position or the change in net 
assets. 
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Note 2 -  Pledges Receivable 
 
Pledges receivable at June 30, 2012 and 2011, represent unconditional pledges restricted for various purposes. 
Pledge maturities are summarized as follows: 
 

2012 2011

Receivable in less than one year 673,143$         530,112$         
Receivable in one to five years 1,195,929        785,786           
Receivable in more than five years -                       103,571           

Total pledges receivable 1,869,072        1,419,469        

Allowance for uncollectible pledges (413,435)          (429,885)          
Discount on pledges receivable (discount rates ranging from

1.2% to 6.2%) (92,694)            (119,597)          

1,362,943$      869,987$         

 
 

Note 3 -  Investments  
 
Investments and investments limited as to use at June 30, 2012 and 2011, consist of the following:  
 

2012 2011
Fair Value

Mutual funds 9,034,089$      7,562,166$      
Exchange traded and closed end funds 4,817,518        3,988,512        
Life insurance policies 4,038,517        3,919,997        
Fixed income securities 2,057,090        3,158,154        
Equity securities 891,085           759,650           

Total fair value 20,838,299      19,388,479      

Cost
Cash and cash equivalents 1,880,271        781,349           

22,718,570$    20,169,828$    

Investments limited as to use at June 30, 2012 and 2011, are designated for the following purposes:   
 

2012 2011

Bond reserve and repairs and maintenance funds 2,084,986$      1,787,959$      
Future investment in property and equipment 1,244,510 21,161

3,329,496$      1,809,120$      
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Note 4 -  Fair Value of Assets and Liabilities 
 
The fair value of assets and liabilities measured on a recurring basis at June 30, 2012 is as follows: 
 

Quoted Prices in Other Unobservable

Active Markets Observable Inputs Inputs
Level 1 Level 2 Level 3 Total

Assets

Mutual funds
International 5,671,662$            -$                          -$                          5,671,662$            

Mid Cap 1,465,950              -                            -                            1,465,950              
Sector 982,969                 -                            -                            982,969                 

Small Cap 864,608                 -                            -                            864,608                 
Balanced 39,872                   -                            -                            39,872                   

Large Cap 9,028                     -                            -                            9,028                     
Exchange traded and 

closed end funds 4,817,518              -                            -                            4,817,518              
Life insurance policies -                            -                            4,038,517              4,038,517              

Fixed income securities
Domestic 1,329,898              -                            -                            1,329,898              

International 727,192                 -                            -                            727,192                 
Domestic equity securities 891,085                 -                            -                            891,085                 

Beneficial interest in
perpetual trusts -                            -                            1,024,782              1,024,782              

16,799,782$          -$                          5,063,299$            21,863,081$          

Liabilities
Interest rate swap -$                          1,319,414$            -$                          1,319,414$            

The fair value of assets and liabilities measured on a recurring basis at June 30, 2011, is as follows: 
 

Quoted Prices in Other Unobservable

Active Markets Observable Inputs Inputs
Level 1 Level 2 Level 3 Total

Assets

Mutual funds
International 4,814,022$            -$                          -$                          4,814,022$            

Mid Cap 1,222,967              -                            -                            1,222,967              
Sector 800,136                 -                            -                            800,136                 

Small Cap 696,140                 -                            -                            696,140                 
Balanced 22,244                   -                            -                            22,244                   

Large Cap 6,657                     -                            -                            6,657                     
Exchange traded and 

closed end funds 3,988,512              -                            -                            3,988,512              
Life insurance policies -                            -                            3,919,997              3,919,997              

Fixed income securities
Domestic 1,339,174              -                            -                            1,339,174              

International 1,818,980              -                            -                            1,818,980              
Domestic equity securities 759,650                 -                            -                            759,650                 

Beneficial interest in
perpetual trusts -                            -                            1,080,442              1,080,442              

15,468,482$          -$                          5,000,439$            20,468,921$          

Liabilities
Interest rate swap -$                          734,971$               -$                          734,971$               
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The fair value of mutual funds, exchange traded and closed end funds, and fixed income and equity securities is 
determined by reference to quoted market prices. The fair value of the interest rate swap is based on the related 
LIBOR swap rate in effect during the term of the swap agreements. The fair value of the life insurance policies 
and the beneficial interest in perpetual trusts is estimated at the present value of the expected future cash flow. 
 
Following is a reconciliation of activity for assets and liabilities measured at fair value that are based upon 
significant unobservable (non-market) information: 
 

Beneficial 
Life Insurance Interest in 

Policies Perpetual Trusts

Balance, June 30, 2010 -$                     937,325$         

Net additions 3,952,303        -                       
Adjustments to fair market 

value (32,306)            143,117           

Balance, June 30, 2011 3,919,997        1,080,442        

Adjustments to fair market 
value 118,520           (55,660)            

Balance, June 30, 2012 4,038,517$      1,024,782$      

 

Note 5 -  Property and Equipment 
 
Property and equipment as of June 30, 2012 and 2011, consists of the following: 
 

2012 2011

Institutional property and equipment
Buildings - educational and general 36,507,948$    36,200,450$    
Buildings - auxiliary enterprises 12,627,352      12,538,773      
Equipment and fixtures 11,886,266      11,164,593      
Campus grounds 7,786,899        7,780,781        
Library books 1,052,335        1,051,788        
Artwork 156,980           153,980           
Transportation equipment 106,171           136,446           
Construction in progress 396,257           44,823             

70,520,208      69,071,634      
Accumulated depreciation (22,082,784)     (19,790,929)     

Total institutional property and equipment 48,437,424      49,280,705      

Non-campus real estate
Off-campus houses 673,063           666,463           
Accumulated depreciation (222,082)          (195,862)          

Total non-campus real estate 450,981           470,601           

48,888,405$    49,751,306$    

Depreciation expense was $2,380,418 and $2,315,817 for the years ended June 30, 2012 and 2011, respectively.  
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Note 6 -  Cash Surrender Value 
 
The University is the owner or assignee and beneficiary in certain whole life insurance policies that were received 
as gifts. The aggregate cash surrender value of these policies is included in the accompanying statements of 
financial position and totals $953,024 and $914,839 as of June 30, 2012 and 2011, respectively. These policies 
have aggregate face values of $7,734,000 and $6,734,000 as of June 30, 2012 and 2011, respectively.  
 
 

Note 7 -  Deferred Revenue 
 
In November 2005, the University entered into an agreement with Sanford Medical Center (Sanford) to give 
Sanford exclusive rights, including naming rights, of the University's athletic complex in exchange for 
$3,200,000. Recognition of this revenue has been deferred and is being recognized over the term of the twenty-
year agreement, which expires June 30, 2027. As of June 30, 2012 and 2011, the unamortized portion of the 
revenue, $2,400,000 and $2,560,000, respectively, is included in deferred revenue on the accompanying 
consolidated statements of financial position. Subsequent to June 30, 2012, the University entered into an 
agreement with Sanford which provides for relinquishment of the naming rights in connection with the closing of 
a contact to purchase the athletic complex (Note 16). 
 
In April 2007, the University entered into an agreement with Aramark for the University to receive $1,200,000 for 
food service renovations in exchange for extending the terms of their existing food service agreement for twenty 
years. Recognition of this revenue has been deferred and is being recognized over the term of the twenty-year 
agreement, which expires June 30, 2027. The unamortized portion of the revenue, $900,000 and $960,000 as of 
June 30, 2012 and 2011, is included in deferred revenue on the accompanying consolidated statements of 
financial position. 
 
In April 2008, the University entered into a multi-year advertising agreement with Daktronics, Inc. to supply 
scoreboard equipment to the University. Recognition of the equipment as revenue has been deferred and is being 
recognized over the term of the agreement, which expires June 30, 2019. The unamortized portion of the revenue, 
$758,019 and $881,441 as of June 30, 2012 and 2011, is included in deferred revenue on the accompanying 
consolidated statements of financial position.  
 
 

Note 8 -  Bonds and Notes Payable 
 
2010 Revenue Bonds 

 
The University obtained $18,000,000 of financing in an arrangement with the South Dakota Health and Education 
Facilities Authority (the Authority) related to the Authority's issuance of Series 2010 Revenue Bonds. 
Approximately $15,700,000 of the proceeds was used to repay existing debt with the remaining $2,300,000 used 
to fund construction projects and pay debt issuance costs. The bonds consist of Series 2010A-E bonds which were 
acquired by four bank purchasers. The bonds amortize over twenty years to a final maturity date of June 1, 2030.  
 
The bonds are secured by specified University property and equipment, receivables, bank deposits, inventory, and 
intangibles and are subject to certain financial and other covenants. The aggregate outstanding balance of the 
bonds at June 30, 2012 and 2011, totaled $16,765,000 and $17,395,000, respectively.  
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Series 2010 A has a variable interest rate (2.27% and 2.36% as of June 30, 2012 and 2011, respectively) based 
upon the 30-day LIBOR rate and certain adjustment factors published by US Bank. Series 2010 B through 2010 D 
have interest rates fixed at 4.35%, and Series E has an interest rate fixed at 4.85%. Each series has an initial 3, 5, 
or 7-year interest-reset date ranging from June 1, 2013 to June 1, 2017. At the time of an interest-reset date, the 
University may select from certain variable or fixed-rate options and terms specified in the Bond Trust Indenture. 
If an existing bank purchaser declines the terms selected by the University, the University may find another 
purchaser of the series at the selected terms or it can convert the bonds into demand bonds with weekly interest-
reset dates marketed through a remarketing agent. The University is required to secure a letter of credit for any 
series that is converted. The bonds are required to be redeemed at the interest-reset date if a series is not extended 
at the specified terms or the bonds are not remarketed.  
 
Note Payable 

 
As of June 30, 2012, the University had an outstanding balance of $1,200,000 on an unsecured note payable to a 
private lender. Interest on the note was fixed at 1.50%. The note plus accrued interest is payable in full on 
December 31, 2013.  
 
Scheduled Maturities 

 
The estimated principal maturities of the bonds and notes payable by year based on scheduled payments at June 
30, 2012, are summarized as follows:   
 

Years Ending June 30,

2013 650,000$         
2014 1,890,000        
2015 710,000           
2016 735,000           
2017 13,980,000      

17,965,000$    

The Series A bonds have an interest-reset date of June 1, 2013. Bonds of approximately $5,000,000 will be 
required to be redeemed at the interest-reset date if the series is not extended at the specified terms or the bonds 
are not remarketed. The University intends to pursue options to reach an extension of the specified terms or to 
remarket the bonds.  
 
 

Note 9 -  Interest Rate Swap 
 
In connection with the issuance of the Series 2010 A Revenue Bonds, the University amended an interest rate 
swap agreement held with a commercial bank (originally dated February 23, 2005). The agreement, which is not 
designated as a hedging instrument, reduces the interest rate volatility of the University’s variable rate bond. The 
notional amount under the agreement decreases as principal payments are made on the Series 2010 A bonds. The 
notional amounts were $5,205,000 and $5,350,000 at June 30, 2012 and 2011, respectively. Under the swap 
agreement, the University pays interest at a fixed rate equal to 3.773% and receives interest at a variable rate 
based on LIBOR (0.35% and 0.32% as of June 30, 2012 and 2011, respectively). The agreement requires 
payments be made or received monthly and expires October 1, 2034. 
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Changes in the fair value of the interest rate swap are the result of fluctuations in LIBOR levels. Fair value 
adjustments of $(584,443) and $171,932 as of June 30, 2012 and 2011, respectively, have been recorded in 
nonoperating activities on the accompanying consolidated statements of activities. Fair value adjustments have 
resulted in an interest rate swap liability of $1,319,414 and $734,971 at June 30, 2012 and 2011, respectively, 
which has been recorded on the accompanying consolidated statements of financial position.  
 
 

Note 10 -  Endowment Fund and Net Asset Classifications 
 
The endowment of University of Sioux Falls and the University of Sioux Falls Foundation consists of 298 
individual funds established for a variety of purposes. The endowment includes both donor-restricted endowment 
funds and funds designated by the Board of Trustees of the University of Sioux Falls and the Board of Directors 
of the University of Sioux Falls Foundation (the governing Boards) to function as endowments. Net assets 
associated with endowment funds, including funds designated by the governing Boards to function as 
endowments, are classified and reported based on the existence or absence of donor-imposed restrictions.  
 
Interpretation of Relevant Law 

 
The governing Boards have interpreted the South Dakota Uniform Prudent Management of Institutional Funds 
Act (UPMIFA) as requiring an organization to adopt investment and spending policies which recognize the 
fiduciary duty to preserve a donor-restricted endowment fund in perpetuity while considering a donor’s intent to 
prudently spend from the fund to support the purposes of the fund. The governing Boards are required to evaluate 
these factors on an annual basis. 
 
The governing Boards have established a floor at which spending is no longer deemed prudent. If the total balance 
of an endowment fund drops to or below the spending floor, through any combination of market losses or 
spending, all spending from the fund will cease until the value of the investments once again exceeds the floor. A 
reasonable spending floor has been identified by extrapolating expectations for portfolio market risk while 
including a spending factor. This allows for some flexibility to honor a donor's intent to provide spending from a 
fund in spite of short-term market declines. An analysis of endowment portfolio asset allocation assumptions and 
risk observations reveals that a "worst case" scenario of one year market losses combined with a spending factor 
can be reasonably estimated to reduce the value of a fund by 34%. Consequently, 66% of a funds original gift 
value will serve as the spending floor. 
 
Absent donor restrictions to the contrary, the University classifies as permanently restricted net assets 66% of the 
historical dollar value of (a) the original value of the gifts donated to the permanent endowment, (b) the original 
value of subsequent gifts to the permanent endowment, and (c) accumulations to the permanent endowment made 
in accordance with the direction of the applicable donor gift instrument at the time the accumulation is added to 
the fund. 
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The remaining portion of the donor-restricted endowment fund that is not classified as permanently restricted net 
assets is classified as temporarily restricted net assets until those amounts are appropriated for expenditure by the 
governing Boards in a manner consistent with the standard of prudence prescribed by UPMIFA. In accordance 
with UPMIFA, the governing Boards consider the following factors in making a determination to appropriate or 
accumulate donor-restricted endowment funds: 
 

1. The duration and preservation of the fund 
2. The purposes of the University and the donor-restricted endowment fund 
3. General economic conditions 
4. The possible effect of inflation and deflation 
5. The expected total return from income and the appreciation of investments 
6. Other resources of the University 
7. The investment policies of the University 

 
The composition of endowment net assets by fund type as of June 30, 2012 and 2011, respectively, is as follows: 
 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor restricted 
endowment funds -$                     7,094,482$      11,192,030$    18,286,512$    

Board designated
endowment funds 845,834           -                       -                       845,834           

845,834$         7,094,482$      11,192,030$    19,132,346$    

Donor restricted 
endowment funds -$                     7,552,037$      9,965,587$      17,517,624$    

Board designated
endowment funds 472,483           -                       -                       472,483           

472,483$         7,552,037$      9,965,587$      17,990,107$    

June 30, 2012

June 30, 2011
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The changes in the endowment net assets for the years ended June 30, 2012 and 2011, respectively, are as 
follows: 
 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,
beginning of year 472,483$            7,552,037$         9,965,587$         17,990,107$       

Investment return
Investment income 123,626              321,737              -                         445,363              
Realized gains 1,227                  66,390                -                         67,617                
Unrealized losses (27,412)              (776,410)            -                         (803,822)            

Total investment return 97,441                (388,283)            -                         (290,842)            

Contributions -                         650,297              1,216,165           1,866,462           

Appropriation of endowment
funds for expenditure (123,928)            (462,737)            -                         (586,665)            

Other changes
Change in cash

surrender value of
life insurance -                         2,923                  5,673                  8,596                  

Change in value of split
interest agreements -                         36,877                4,605                  41,482                

Transfers to board
designated 
endowment funds 103,206              -                         -                         103,206              

Interfund transfers 296,632              (296,632)            -                         -                         

Endowment net assets,
end of year 845,834$            7,094,482$         11,192,030$       19,132,346$       

June 30, 2012
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Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,

beginning of year 359,491$            4,618,973$         9,702,309$         14,680,773$       

Investment return
Investment income 7,204                  420,804              -                         428,008              

Realized gains 5,071                  220,128              -                         225,199              
Unrealized gains 70,331                2,475,391           -                         2,545,722           

Total investment return 82,606                3,116,323           -                         3,198,929           

Contributions -                         92,330                148,052              240,382              

Appropriation of endowment

funds for expenditure (97,472)              (370,346)            -                         (467,818)            

Other changes

Change in cash
surrender value of

life insurance -                         2,153                  4,180                  6,333                  
Change in value of split

interest agreements -                         92,604                111,046              203,650              
Transfers to board

designated 
endowment funds 127,858              -                         -                         127,858              

Endowment net assets, 
end of year 472,483$            7,552,037$         9,965,587$         17,990,107$       

June 30, 2011

Funds with Deficiencies 

 

From time to time, the fair value of assets associated with individual donor restricted endowment funds may fall 
below the value that the donor or UMPIFA requires the University retain as a fund of perpetual duration. 
Deficiencies of this nature are required to be reported as reductions to unrestricted net assets. The University had 
no deficiencies of this nature reported in unrestricted net assets as of June 30, 2012 and 2011. 
 
Return Objectives and Risk Parameters 

 
The University has adopted investment and spending policies for endowment assets that attempt to provide a 
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing 
power of the endowment assets. Endowment assets include those assets of donor-restricted funds that the 
University must hold in perpetuity or for donor-specified periods as well as board-designated funds. Under this 
policy, as approved by the governing Boards, the endowment assets are invested in a manner that is intended to 
produce results that exceed the consumer price index + 4% while assuming a moderate level of investment risk. 
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Spending Policy and How the Investment Objectives Relate to Spending Policy 
 
The University has a goal of appropriating for distribution each year 5.5% of its endowment fund's average fair 
value over the prior three years through the calendar year-end preceding the fiscal year in which the distribution is 
planned. However, actual appropriation is determined on an annual basis considering the standards of prudence as 
prescribed by UPMIFA. In making this determination, the governing boards shall consider the long-term expected 
return on its endowment as well as the University's long-term objective to maintain the purchasing power of the 
endowment assets. Appropriation for the years ended June 30, 2012 and 2011 was approved at a maximum of 
5.0%.  
 
 

Note 11 -  Tax Sheltered Annuity Pension Plans 
 
The University contributes to a 403(b) tax sheltered annuity pension plan that covers eligible employees. The 
University provides a safe-harbor employee contribution match up to a specified percentage upon one year of 
eligible employment. Plan contributions for the years ended June 30, 2012 and 2011, totaled $196,269 and 
$183,897, respectively. 
 
 

Note 12 -  Leases 
 
Operating Leases 

 
The University leases vehicles with lease terms of 36 to 42 months. These leases require monthly rental payments 
ranging from $360 to $500 each. The University has also entered into several agreements to lease copy and 
postage machines. These leases require monthly rental payments of approximately $4,900.  
 
Capital Leases 

 
During 2011, the University entered into a capital lease agreement covering technology infrastructure. At June 30, 
2012 and 2011, assets under the capital lease were $392,690 with accumulated depreciation of $117,807 and 
$39,269, respectively. These amounts are included in institutional property and equipment on the accompanying 
consolidated statements of financial position and depreciation, amortization, and accretion expense on the 
accompanying consolidated statements of activities. The capital lease expires July 2013, and contains a $1 
purchase option at the end of the lease term.  
 
At June 30, 2012, future minimum lease payments relating to operating and capital leases are as follows: 
 

Operating Capital 
Years Ending June 30, Leases Lease

2013 106,509$         130,896$         
2014 49,790             65,449             
2015 7,878               -                       

164,177$         196,345$         
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Note 13 -  Sioux Falls Area Community Foundation Endowment 
 
Various endowments at the Sioux Falls Area Community Foundation (SFACF) were established for the benefit of 
the University. These endowments had a combined value of $1,021,782 and $1,077,468 at June 30, 2012 and 
2011, respectively. Earnings on the endowments are distributed annually and totaled $45,048 and $48,375 for the 
years ended June 30, 2012 and 2011 . All contributions are irrevocable gifts to the SFACF. At the time of the 
donation, the donor grants the governing board of the SFACF variance power. Variance power gives the SFACF 
the right to modify the terms of the fund agreement if, in the judgment of the SFACF's Board of Trustees, the 
restrictions and conditions of the agreement become unnecessary, incapable of fulfillment, or inconsistent with 
the charitable needs of the community. The SFACF has not exercised such power since its establishment in 1984. 
The endowments are not recorded on the University's consolidated statements of financial position. 
 
 

Note 14 -  Commitments and Contingencies 
 
Self-Insured Health Insurance 

 
The University has established a self-insurance plan for its employee health insurance. The University's maximum 
self-insurance exposure is $50,000 per employee occurrence. As of June 30, 2012 and 2011, the University had 
$174,245 and $256,772, respectively, reserved for known claims and incurred but not reported claims. Plan 
expenses for the years ended June 30, 2012 and 2011, net of employee contributions, were $1,014,791 and 
$1,012,528, respectively. The University does not know of any claims existing at June 30, 2012 that would have a 
material adverse effect on its financial condition. 
 
Maintenance Service Contract 

 
The University has entered into a maintenance services contract for building and grounds maintenance that 
expires on June 30, 2027. The maintenance services contract expense was $224,397 and $186,146 for the years 
ended June 30, 2012 and 2011, respectively.  
 
 

Note 15 -  Credit Quality of Financing Receivables 
 
The University’s financing receivables are comprised of student loans receivables which consist of a revolving 
loan fund for Federal Perkins Loans for which the University acts as an agent for the federal government and 
other institutional student loan funds. At June 30, 2012 and 2011, student loans receivable represented 
approximately 1.90% of total assets. 
 
The availability of funds for loans under the Federal Perkins Loan program is dependent on reimbursements to the 
pool from repayments on outstanding loans. Funds held in Federal loan programs of $1,683,379 and $1,663,055 at 
June 30, 2012 and 2011, respectively are ultimately refundable to the government and are classified as liabilities 
in the accompanying consolidated statements of financial position. Student loans under the Federal Perkins Loan 
program can be assigned to the government when no longer collectible; consequently, write-offs of student loans 
under the Federal Perkins Loan program reduce the amount refundable to the government.  
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Financing receivables were collectively evaluated for impairment at June 30, 2012 and 2011, and are presented as 
follows: 
 

Institutional Federal Perkins Total Financing
Loans Loans Receivables

2012 29,060$           1,599,114$      1,628,174$      
2011 25,801             1,613,148        1,638,949        

The credit quality indicator of the financing receivables held under the Federal Perkins Loan program and 
institutional loan funds as of June 30, 2012, is as follows: 
 

Performing 907,495$         
Non-performing 720,679           

1,628,174$      

The credit quality indicator is determined by origination and servicing of the loan. Delinquency status is updated 
monthly by the University’s loan servicer. Federal Perkins Loans that are originated and serviced properly under 
Department of Education regulations can be assigned to the Department of Education when deemed no longer 
collectible. The University is not aware of any material amount of loans not properly originated or serviced under 
Department of Education regulations. 
 
Allowances for estimated losses are established based on prior collection experience and current economic factors 
which, in management’s judgment, could influence the ability of loan recipients to repay the amounts per the loan 
terms. Loan balances are written off only when they are deemed to be permanently uncollectible. The University 
determined the allowance for estimated losses on these financing receivable by looking at historical default rates 
and analyzing the aging of the past due loans. The allowance for estimated losses on performing and non-
performing financing receivables was $69,920. The allowance was evaluated for impairment and did not change 
during 2012. Additionally, there were no individual loans impaired during the year. 
 
The aging of the performing financing receivables portfolio as of June 30, 2012 is summarized as follows: 
 

30-59 Days 60-89 Days > 90 Days Total Total Total Financing
Past Due Past Due Past Due Past Due Current Receivables

7,230$            4,591$            391,174$        402,995$        504,500$        907,495$        
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Note 16 -  Subsequent Events 
 
The University has evaluated subsequent events through October 29, 2012, the date which these financial 
statements were available to be issued.  
 
Purchase of Athletic Complex 

 
Subsequent to June 30, 2012, the University entered into a contract for deed with Sanford Medical Center to 
purchase an athletic training facility located near the University’s athletic complex for $2,850,000. The first 
payment of $1,000,000 was paid upon close of the contract. Two additional payments of $925,000 are due on 
August 31, 2013 and 2014.  
 
Purchase of Land 

 

Subsequent to June 30, 2012, the University purchased approximately 47 acres of land located near the 
University’s athletic complex for $2,367,000. The purchase was funded through investment of University 
endowment funds. 
 

Future Construction  

 
Subsequent to June 30, 2012, the University entered into a contract to construct a football locker building at the 
athletic complex. Projected costs are approximately $500,000. As of the date of issuance of these consolidated 
financial statements, approximately $474,000 of the contract had yet to be paid. Payment of project costs will be 
made from currently available University funds and future gifts.  
 
Facilities Management Agreement 

 
Subsequent to June 30, 2012, the University entered into a facilities management contact for custodial and 
grounds management services and operations and maintenance services. The initial annual fee of approximately 
$774,000 is paid in monthly installments and is increased annually by a percentage based on the Consumer Price 
Index. 


