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2. BOARD OF REGENTS

Y\ f DOCKET ITEM SUMMARY
Audit & Compliance December 12,2024

AGENDA ITEM: External Auditor Report & 2024 Financial Report
Review Review + Action Action X | Discussion

This is a report required by Board policy.

PRESENTERS: Mollie Viola, Controller
Michael Anderson, Manager, CliftonLarsonAllen LLP
Jean Bushong, Principal, CliftonLarsonAllen LLP
Daniel Persaud, Principal, CliftonLarsonAllen LLP

PURPOSE & KEY POINTS

The purpose of this item is to provide the committee with the External Auditor Report. The
University’s appointed independent external auditor—CliftonLarsonAllen LLP—will provide the
results of the FY 2024 financial statement audit. CliftonLarsonAllen LLP will also provide an update
related to compliance audits and agreed-upon procedures that are in process or recently issued as
follows:

e Completed
o Annual Financial Report
e Inprocess
o OMB Uniform Grant Guidance Federal Compliance Audit
o Minnesota Office of Higher Education Financial Aid Programs Examination for
Crookston, Duluth, Morris, Rochester, and Twin Cities campuses
o National Collegiate Athletic Association Agreed-Upon Procedures for Twin Cities

campus
o National Collegiate Athletic Association Agreed-Upon Procedures for Duluth campus

o Regenerative Medicine

A copy of the FY 2024 Annual Financial Report is included with CliftonLarsonAllen's presentation. A
copy of the annual report along with additional analysis and commentary is included with the
Finance & Operations Committee docket.

BACKGROUND INFORMATION

The Audit and Compliance Committee oversees external audit engagements on behalf of the Board.
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CliftonLarsonAllen LLP
\ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

The Board of Regents
University of Minnesota
Minneapolis, Minnesota

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the business-type activities and the
aggregate discretely presented component units of the University of Minnesota (the “University”), a
component unit of the State of Minnesota, as of and for the year ended June 30, 2024, and the related
notes to the financial statements, which collectively comprise the University’s basic financial statements
as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and the aggregate discretely presented
component units of the University of Minnesota, as of June 30, 2024, and the respective changes in
financial position, and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the University and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions. The financial statements of the University of Minnesota Foundation and the
University of Minnesota Physicians, the discretely presented component units, were not audited in
accordance with Government Auditing Standards.

Other Matters

The financial statements of the University for the year ended June 30, 2023 were audited by another
auditor, who expressed an unmodified opinion on those statements on October 26, 2023.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error. In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the University’s
ability to continue as a going concern for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.

CLAglobal.com/disclaimer
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The Board of Regents
University of Minnesota

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the University’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about University’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the schedule of employer's contributions for other
postemployment benefits, the schedule of changes in total other postemployment benefits liability, the
schedules of the employer's share of net pension liability, and the schedules of employer’s
contributions for pensions be presented to supplement the basic financial statements. Such information
is the responsibility of management and, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with GAAS, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
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The Board of Regents
University of Minnesota

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the University’s basic financial statements. The Statements of Net Position By
Campus and the Statements of Revenues, Expenses, and Changes in Net Position By Campus are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
The information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with
GAAS. In our opinion, the Statements of Net Position By Campus and the Statements of Revenues,
Expenses, and Changes in Net Position By Campus are fairly stated, in all material respects, in relation
to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the About the University of Minnesota section, as listed in the table of contents,
but does not include the basic financial statements and our auditors’ report thereon. Our opinions on
the basic financial statements do not cover the other information, and we do not express an opinion or
any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 25,
2024, 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 solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the University’s internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering University’s internal control over financial reporting and compliance.

WM‘”"% s

CliftonLarsonAllen LLP

Minneapolis, Minnesota
October 25, 2024
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CliftonLarsonAllen LLP
\ A CLAconnect.com
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Regents
University of Minnesota
Minneapolis, Minnesota

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the business-type
activities and the aggregate discretely presented component units of the University of Minnesota (the
“University”), as of and for the year ended June 30, 2024, and the related notes to the financial
statements, which collectively comprise the University’s basic financial statements, and have issued our
report thereon dated October 25, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the University’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the University’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the University’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

6
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The Board of Regents
University of Minnesota

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the University’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

%«ZW L7

CliftonLarsonAllen LLP

Minneapolis, Minnesota
October 25, 2024
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About the University of Minnesota
(Unaudited)

The University of Minnesota (University) was founded in 1851 and has five campuses, as well as research
and outreach centers, and extension service offices throughout the State of Minnesota (State).

The University is both the State’s land-grant university, with a strong tradition of education and public
service, and a major research institution, with faculty of national and international reputation.

The University is one of only five universities in the nation with an engineering school, a medical school, a
law school, a veterinary medicine school, and an agricultural school all on one campus.

The University is among the top ten public research institutions nationally. The University is the State’s
major research institution with research expenditures of approximately $1.1 billion, $953.1 million, and
$849.6 million in fiscal years 2024, 2023, and 2022, respectively, for research under various programs
funded by governmental and private sources. Governmental and private sources also funded research
activities with expenditures included in both Instruction and Public Service.

Twin Cities Campus

The Twin Cities campus is the flagship for the University system, with enrollment of approximately 54,900
students. The Twin Cities campus is among the nation’s top public research universities, with award-
winning faculty, state-of-the-art facilities, and world-class academics.

Duluth Campus

The Duluth campus is a comprehensive, highly ranked regional research and liberal arts university that
offers instruction through the doctoral degree and has a global reputation for research in natural and
freshwater resources. The Duluth campus consistently ranks among the top Midwestern regional
universities with student enrollment of approximately 9,400 students.

Crookston Campus

The Crookston campus is known for its focus on experiential learning and is one of the nation’s pioneers in
online and distance education with a student enrollment of approximately 2,500 students.

Morris Campus

The Morris campus is ranked as one of the top public liberal arts colleges in the nation and is a leader in
environmental sustainability and diversity. The Morris campus focuses on undergraduate programs with a
student enrollment of approximately 1,000 students.

Rochester Campus

The Rochester campus is focused on meeting the educational needs of students in the southeastern
Minnesota area at the upper division undergraduate and post-baccalaureate levels and conducts research

Page 11 of
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in the areas of health sciences and biotechnology. The Rochester campus has a student enrollment of
approximately 600 students.

Mission

The University’s mission is carried out on multiple campuses and throughout the State and consists of the
following:

e Research and Discovery—To generate and preserve knowledge, understanding, and creativity by
conducting high quality research, scholarship, and artistic activities that benefit students, scholars,
and communities across the State, the nation, and the world.

e Teaching and Learning—To share that knowledge, understanding, and creativity by providing a
broad range of educational programs in a strong and diverse community of learners and teachers,
and to prepare graduate, professional, and undergraduate students, as well as non-degree-seeking
students interested in continuing education and lifelong learning, for active roles in a multiracial and
multicultural world.

e Qutreach and Public Service—To extend, apply, and exchange knowledge between the University
and society by applying scholarly expertise to community problems, by helping organizations and
individuals respond to their changing environments, and by making the knowledge and resources
created and preserved at the University accessible to the citizens of the State, the nation, and the
world.

The University conducts its mission activities at its campuses and other facilities throughout the State. Each
year, the University:

e provides instruction for approximately 68,400 students;

e graduates approximately 16,200 students, 31 percent with graduate or first professional degrees on
the Twin Cities campus;

e conducts research sponsored by the National Institutes of Health, the National Science Foundation,
other federal, state, and governmental agencies, and numerous private companies and foundations;

e reaches out to more than one million Minnesotans through various outreach and public service
activities.

Board of Regents of the University of Minnesota

The Board of Regents (the Board) articulates a vision for the University and works to ensure the University
fulfills its mission of education, research, and outreach. The 12 members of the Board each serve for a six-
year term. Every two years, one-third of the Board seats are up for election. A joint convention of the State
legislature elects one Regent from each of the State’s eight congressional districts and four from the State
at large. One of the four at-large Regents must be a University student at the time of election.

Page 12 of
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Management’s Discussion and Analysis
(Unaudited)

This discussion and analysis of the University’s financial statements provides an overview of the financial
position and activities of the University as of and for the years ended June 30, 2024, 2023, and 2022. The
discussion has been prepared by management and should be read in conjunction with the financial
statements and the accompanying Notes.

Financial Statements

The financial statements are prepared in accordance with generally accepted accounting principles
prescribed by the Governmental Accounting Standards Board (GASB). The financial statements required
under these reporting standards include the Statements of Net Position; the Statements of Revenues,
Expenses, and Changes in Net Position; and the Statements of Cash Flows. All are reported on a
consolidated basis for the University as a whole. Also required are the financial results of the University’s
discretely presented component units.

The University records a net pension liability in accordance with GASB Statement No. 68 (GASB 68),
Accounting and Financial Reporting for Pensions—an amendment of GASB Statement No. 27 and GASB
Statement No. 71 (GASB 71), Pension Transition for Contributions made Subsequent to the Measurement
Date—an amendment of GASB Statement No. 68, which represents accounting and reporting standards
only. The State has not enacted any law that requires the University to assume the liability, as a participant
of the pension plans, in the event the State were unable to continue paying benefits from the retirement
plans. The required recording of the deferred outflows of resources, deferred inflows of resources, net
pension liability, and related expenses are recorded on the University’s financial statements, but have no
impact to the funding provisions, nature and amount of benefits, or actual cash flows of the University. For
additional information refer to the respective sections below, as well as Note 9, Pension and Other
Employee Benefit Plans, GASB 68, and GASB 71.

Financial Highlights

The University continued to see increases in revenues related to grants from federal and state sources, as
well as nongovernmental sources. Auxiliary enterprises revenues have increased year-over-year as
University performances, museums, retail spaces, and athletic events increased attendance.

The University’s financial position remains strong with assets of $8.7 billion, an increase of $66.9 million
from fiscal year 2023. Liabilities decreased $182.9 million from fiscal year 2023 to $3.0 billion. The
University’s net position, the difference between total assets, deferred outflows of resources, total
liabilities, and deferred inflows of resources, increased to $5.5 billion as of June 30, 2024, compared to $5.3
billion as of June 30, 2023. The University’s net position increased $215.5 million in fiscal year 2024
compared to an increase of $146.4 million in fiscal year 2023, reflecting continued solid financial results.

The University experienced an increase in total operating revenue for fiscal year 2024 of $92.4 million or
3.4 percent due to increases in grants and contracts, as well as auxiliary enterprises and educational
activities. Total expenses increased for fiscal year 2024 by $445.2 million or 11.3 percent due primarily to
$340.8 million in additional compensation expense as a result of increases in full-time equivalents, salary,
merit increases and the $120.4 million impact of the actuarial calculations for pension expense as required

10
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by GASB 68 and GASB 71. Nonoperating revenues increased $398.5 million or 28.9 percent due to increases
in net investment gain, grants, gifts and other nonoperating revenues, and state appropriations. Net
investment gain increased $118.0 million in 2024, and grants and gifts and other nonoperating revenue
increased $198.4 million, relative to the significant decreases in grants and gifts in 2023 from 2022.

Dollar amounts in the following discussion are presented in thousands, unless otherwise noted.

Statements of Net Position

A comparison of the University’s assets, deferred outflows of resources, liabilities, deferred inflows of
resources, and net position as of June 30, 2024, 2023, and 2022 is summarized in the table below:

2024 2023 2022

Assets

Current assets 1,484,745 1,391,402 1,551,769

Noncurrent assets, excluding capital assets 3,911,493 3,947,860 3,766,406

Capital assets, net 3,325,157 3,315,278 3,347,929
Total assets 8,721,395 8,654,540 8,666,104
Deferred outflows of resources 183,302 224,875 252,530
Liabilities

Current liabilities, excluding long-term debt 636,287 577,054 563,791

Noncurrent liabilities, excluding long-term debt 486,114 581,236 376,832

Long-term debt 1,844,676 1,991,735 1,985,203
Total liabilities 2,967,077 3,150,025 2,925,826
Deferred inflows of resources 456,772 464,030 873,891
Net position

Unrestricted 1,614,411 1,579,690 1,426,431

Restricted—expendable 1,932,498 1,787,246 1,745,875

Restricted—nonexpendable 327,466 325,535 319,387

Net investment in capital assets 1,606,473 1,572,889 1,627,224
Total net position 5,480,848 5,265,360 5,118,917

Assets

Current assets are used to support current operations and consist primarily of cash and cash equivalents,

receivables, net, and short-term investments.

Noncurrent assets consist primarily of investments, capital assets net of accumulated depreciation, and

student loan receivables, net.

11
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The following schedule summarizes the University’s current and noncurrent assets as of June 30, 2024,
2023, and 2022:

Increase (decrease)

From 2023 to 2024 From 2022 to 2023
2024 2023 2022 Amount Percent Amount Percent

Current assets

Cash and cash equivalents S 492,082 S 544,510 $ 742,260 S (52,428) (9.6%) S  (197,750) (26.6%)

Receivables, net 512,413 490,183 483,941 22,230 4.5% 6,242 1.3%

Investments 434,152 313,477 280,334 120,675 38.5% 33,143 11.8%

Other assets 46,098 43,232 45,234 2,866 6.6% (2,002) (4.4%)
Total current assets 1,484,745 1,391,402 1,551,769 93,343 6.7% (160,367) (10.3%)
Noncurrent assets

Capital assets, net 3,325,157 3,315,278 3,347,929 9,879 0.3% (32,651) (1.0%)
Other noncurrent assets

Cash and cash equivalents

139,270 149,580 88,553 (10,310) (6.9%) 61,027 68.9%

& other assets

Receivables, net 346,699 380,428 399,294 (33,729) (8.9%) (18,866) (4.7%)

Investments 3,425,524 3,417,852 3,278,559 7,672 0.2% 139,293 4.2%
Total other noncurrent assets 3,911,493 3,947,860 3,766,406 (36,367) (0.9%) 181,454 4.8%
Total assets S 8,721,395 S 8,654,540 S 8,666,104 S 66,855 0.8% S (11,564) (0.1%)

As of June 30, 2024, total assets increased $66.9 million primarily due to increases in investments and
capital assets, net, offset by decreases in cash and cash equivalents, and receivables, net. As of June 30,
2023, total assets decreased $11.6 million primarily due to decreases in cash and cash equivalents,
receivables, net, and capital assets, net, offset by an increase in investments. Noncurrent cash and cash
equivalents consist of unspent bond proceeds of $132.2 million and $140.0 million as of June 30, 2024 and
2023, respectively. Invested unspent bond proceeds of $288.3 million are included in noncurrent
investments. Capital assets (net of accumulated depreciation) increased $9.9 million primarily due to
increases in land acquisitions, equipment purchases, and building renovations, partially offset by continued
depreciation of buildings in service and disposals of equipment assets. Refer to Note 4, Capital Assets, for
additional information.

Capital Assets and Related Debt Activities

Capital additions totaled $276.4 million, $215.9 million, and $174.8 million in fiscal years 2024, 2023, and
2022, respectively. Fiscal year 2024 spending included real property purchases totaled $17.7 million, capital
equipment purchases totaled $78.4 million, and various on-going construction projects totaled $123.9
million. Project spending continuing in fiscal year 2025 is projected to be $108.7 million and $70.3 million
for the construction of the Fraser Hall Chemistry Undergraduate Teaching Facility and Advanced Operations
Center, respectively. See Note 4, Capital Assets, for more detailed information.

Capital spending is mainly financed by a combination of state capital appropriations, University-issued debt,
revenues generated by University departments, and donor gifts, depending on the specific capital project.

The University structures long-term debt so that principal is mostly paid annually, which frees up capacity
to issue new debt. The University also utilizes a commercial paper program with authority to issue up to

12

Page 15 of

161



$400 million. The rating agencies factor in the maximum authorization when determining ratings, even
when the outstanding commercial paper is less than the maximum authorized amount.

Fiscal year 2024 debt activity included the issuances of the General Obligation (GO) bonds, Series 2024A
and 2024B, and Commercial Paper Taxable Notes Series |. Refer to Note 8, Long-Term Debt, for additional
information.

The University’s long-term debt is rated Aal by Moody’s Investors Service (Moody’s) and AA/Stable by S&P
Global Ratings (S&P) — ratings which indicate high quality debt and results in strong demand and
competitive pricing in the marketplace for University bonds.

Deferred Outflows of Resources

Deferred outflows of resources are items that result in the outflow of net position in the current reporting
period for activities applicable to a future reporting period. As of June 30, 2024, the deferred outflows of
resources decreased $41.6 million compared to June 30, 2023, primarily due to the balances and related
activity of the University’s net pension liability related to the State retirement plans. Refer to Note 9,
Pension and Other Employee Benefit Plans, for additional information related to State retirement pension
plans.

Liabilities

Current liabilities are obligations that are expected to become due and payable during the next fiscal year.
Current liabilities consist primarily of accounts payable and accrued liabilities including salaries and
compensation-related expenditures, unearned income and the current portion of long-term debt. Current
unearned income is comprised of revenue related to summer session tuition and fees deferred to the

following fiscal year, and funds received in advance of expenditures on sponsored accounts.

Noncurrent liabilities consist primarily of accrued liabilities (including the net pension liability and OPEB
liability), notes payable, lease liabilities, and bonds payable (long-term debt).
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The following schedule summarizes the University’s current and noncurrent liabilities as of June 30, 2024,
2023, and 2022:

Increase (decrease)

From 2023 to 2024 From 2022 to 2023
2024 2023 2022 Amount Percent Amount Percent

Current liabilities

Accounts payable S 226,294 $ 136,597 S 123,017 S 89,697 65.7% S 13,580 11.0%

Accrued liabilities and other 347,865 373,534 380,389 (25,669) (6.9%) (6,855) (1.8%)

Unearned income 62,128 66,923 60,385 (4,795) (7.2%) 6,538 10.8%

Long-term debt 286,638 347,086 273,833 (60,448) (17.4%) 73,253 26.8%
Total current liabilities 922,925 924,140 837,624 (1,215) (0.1%) 86,516 10.3%
Noncurrent liabilities

Accrued liabilities and other 480,053 574,815 369,298 (94,762) (16.5%) 205,517 55.7%

Unearned income 6,061 6,421 7,534 (360) (5.6%) (1,113) (14.8%)

Long-term debt 1,558,038 1,644,649 1,711,370 (86,611) (5.3%) (66,721) (3.9%)
Total noncurrent liabilities 2,044,152 2,225,885 2,088,202 (181,733) (8.2%) 137,683 6.6%
Total liabilities $ 2,967,077 $ 3,150,025 $ 2,925,826 $(182,948) (5.8%) $ 224,199 7.7%

As of June 30, 2024, total liabilities decreased $182.9 million primarily due to a decrease in accrued
liabilities of $104.6 million, as a result of pension actuarial assumption changes. The University’s long-term
debt represents 62.2 percent of total liabilities or $1.8 billion as of June 30, 2024 compared to 63.2 percent
or $2.0 billion as of June 30, 2023.

Long-term debt decreased $147.1 million or 7.4 percent. The University issued Commercial Paper Notes
and GO Bonds in the amount of $80.0 million and $150.5 million respectively in fiscal year 2024. Additions
from the current year issuances were offset by $377.6 million in payments of outstanding debt, refunding,
and normal amortization of the bonds, premiums, and discounts. Refer to Note 8, Long-Term Debt, for
additional information.

Deferred Inflows of Resources

Deferred inflows of resources are items that result in the inflow of net position in the current reporting
period for activities applicable to a future reporting period. As of June 30, 2024, the deferred inflows of
resources decreased $7.3 million compared to June 30, 2023, primarily due to a decrease in the balances
and related activity of the University’s leases where the University is the lessor partially offset by increases
in the balances and related activity of the University’s net pension liability related to the State retirement
plan. Refer to Note 5, Leases, for additional information related to the University's leases and Note 9,
Pension and Other Employee Benefit Plans, for additional information related to State retirement pension
plans.
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Net Position

Net position represents the residual value of the University’s assets and deferred outflows of resources,
after deducting liabilities and deferred inflows of resources and consists of the following three
classifications:

e Unrestricted net position—Includes assets that are not subject to limitations or stipulations
imposed by external entities and that have not been set aside for capital or endowment purposes.
These assets are available for any lawful purpose of the University and include resources that may
be designated for specific purposes as determined by management or the Board.

e Restricted net position, which is divided into two categories—

o Expendable assets are available for expenditure by the University, but only in accordance
with restrictions placed on their use by donors and other external entities.

o Nonexpendable assets are also externally restricted, but are required to be retained in
perpetuity, including the University’s true endowments and institutional contributions to

refundable loan programs.

e Netinvestment in capital assets—Includes property, plant, and equipment, net of accumulated
depreciation, reduced by the outstanding balances of debt attributable to these capital assets.

The following schedule summarizes the University’s net position as of June 30, 2024, 2023, and 2022:

Increase (decrease)

From 2023 to 2024 From 2022 to 2023

2024 2023 2022 Amount Percent Amount Percent
Unrestricted $ 1,614,411 S 1,579,690 $ 1,426,431 S 34,721 2.2% $ 153,259 10.7%

Restricted:

Expendable 1,932,498 1,787,246 1,745,875 145,252 8.1% 41,371 2.4%
Nonexpendable 327,466 325,535 319,387 1,931 0.6% 6,148 1.9%
Net investment in capital 1,606,473 1,572,889 1,627,224 33,584 2.1% (54,335) (3.3%)
Total net position S 5,480,848 S 5,265,360 $ 5,118,917 S 215,488 4.1% S 146,443 2.9%

The University’s net position increased $215,488 in fiscal year 2024. The University’s unrestricted net
position increased $34.7 million in fiscal year 2024. The unrestricted net position increase was driven by the
market value increase in unrestricted endowments of $56.4 million and an increase in nonoperating
revenue offset by a decrease in net position due to operating results. The University’s restricted
expendable net position increased $145.3 million in fiscal year 2024 due to an increase in state and federal
financial aid grants and a restricted legal settlement. The University’s net investment in capital assets
increased $33.6 million primarily due to a net increase in capital assets, offset by increases in capital debt
used to acquire such assets.
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Statements of Revenues, Expenses and Changes in Net Position

The Statements of Revenues, Expenses, and Changes in Net Position present the University’s operating,
nonoperating, capital, and endowment related financial activity during the year. This statement
differentiates between operating and nonoperating revenues and expenses, and it displays the net income
or loss from operations.

Total Operating Revenues

Operating revenues are those generated by the University’s principal ongoing operations such as tuition,
sponsored research grants and contracts, and sales and services provided by the University’s educational
and self-supporting auxiliary units. State appropriations are reported as nonoperating revenues, as are gifts
and other revenues, for which the University does not give equal value in exchange for the resources
received. Operating revenues increased 3.4 percent in fiscal year 2024 and accounted for 61.4 percent, 65.3
percent, and 63.1 percent of total revenues for fiscal years 2024, 2023, and 2022, respectively.

The following schedule summarizes the University’s Operating, Nonoperating, and Other revenue for the
years ended June 30, 2024, 2023, and 2022:

Increase (decrease)

From 2023 to 2024 From 2022 to 2023
2024 2023 2022 Amount Percent Amount Percent
Operating revenues
Grants and contracts S 1,308,553 $ 1,256,184 S 1,160,631 S 52,369 4.2% S 95,553 8.2%
Student tuition and fees, net 798,887 794,652 764,030 4,235 0.5% 30,622 4.0%
Auxiliary enterprises, net 518,684 494,290 474,665 24,394 4.9% 19,625 4.1%
Educational activities 179,576 168,134 165,287 11,442 6.8% 2,847 1.7%
Other operating revenue 114 177 105 (63) (35.6%) 72 68.6%
Total operating revenues 2,805,814 2,713,437 2,564,718 92,377 3.4% 148,719 5.8%
Nonoperating revenues
Federal appropriations 20,227 18,541 16,318 1,686 9.1% 2,223 13.6%
State appropriations 796,758 716,341 727,857 80,417 11.2% (11,516) (1.6%)
Grants, gifts, and other
. 731,936 533,565 629,297 198,371 37.2% (95,732) (15.2%)
nonoperating, net
Net investment gain 227,812 109,829 656 117,983 107.4% 109,173 16642.2%
Total nonoperating revenues 1,776,733 1,378,276 1,374,128 398,457 28.9% 4,148 0.3%
Total other revenues 85,367 60,614 122,661 24,753 40.8% (62,047) (50.6%)
Total revenues (noncapital) S 4,667,914 $ 4,152,327 S 4,061,507 S 515,587 12.4% S 90,820 2.2%

Total revenues increased in fiscal year 2024 by $515.6 million primarily due to an increase in net
investment gain, grants, gifts, and state appropriations in nonoperating revenues, and increases in
operating grants and contracts, and auxiliary enterprises, net revenue. Operating revenues increased $92.4
million or 3.4 percent mainly due to increases in grants and contracts, auxiliary enterprises, net, and
educational activities. Revenues from grants and contracts increased $52.4 million due to new and existing
federal, state, and non-governmental awards. Revenues from auxiliary enterprises, net increased $24.4
million due to athletics and room and board increases. Revenues from educational activities increased
$11.4 million due to patent license fees, and external sales.
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Nonoperating revenues increased $398.5 million or 28.9 percent due to increases in net investment gain,
grants, gifts and other nonoperating revenues, and state appropriations. Net investment gain increased
$118.0 million in 2024, and grants and gifts, and other nonoperating revenues increased $198.4 million,
relative to the significant decreases in grants, gifts, and other nonoperating revenues in 2023 from 2022.
Significant within the $198.4 million increase in 2024 was a $39.8 million gain on the sale of land to Meta
and a $100.0 million UCare legal settlement.

For the year ended June 30, 2024, other revenues, which consist of capital appropriations and capital
endowments gifts and grants increased $24.8 million or 40.8 percent. Capital appropriation revenue is
received as project expenses are incurred. The University experienced increases to capital projects resulting
in an increase of capital appropriation and grant revenue and increases in capital gifts and permanent
endowments during fiscal year 2024.

Total Operating Expenses

The following schedule summarizes the University’s operating expenses by functional category for the
years ended June 30, 2024, 2023, and 2022:

Increase (decrease)

From 2023 to 2024 From 2022 to 2023
2024 2023 2022 Amount Percent Amount Percent
Education and general
Instruction S 896,375 $ 831,791 S 783,386 S 64,584 7.8% S 48,405 6.2%
Research 1,051,959 953,072 849,632 98,887 10.4% 103,440 12.2%
Public service 350,016 299,880 255,884 50,136 16.7% 43,996 17.2%
Academic support 569,979 493,082 400,483 76,897 15.6% 92,599 23.1%
Student services 159,482 143,828 117,508 15,654 10.9% 26,320 22.4%
Institutional support 356,785 305,875 256,692 50,910 16.6% 49,183 19.2%
Operation and maintenance of plant 319,614 280,675 224,701 38,939 13.9% 55,974 24.9%
Scholarships and fellowships 70,530 64,370 82,042 6,160 9.6% (17,672) (21.5%)
Depreciation and amortization 258,080 245,832 247,070 12,248 5.0% (1,238) (0.5%)
Total education and general 4,032,820 3,618,405 3,217,398 414,415 11.5% 401,007 12.5%
Other operating expenses
Auxiliary enterprises 348,945 318,143 284,376 30,802 9.7% 33,767 11.9%
Other operating expenses, net 12 21 (8) 100.0% 20 4168.5%
Total other operating expenses 348,957 318,164 284,376 30,794 9.7% 33,788 11.9%
Total operating expenses $4,381,777 $3,936,569 $3,501,774 S 445,209 11.3% S 434,795 12.4%

Total operating expenses increased $445.2 million or 11.3 percent in fiscal year 2024 compared to an
increase of $434.7 million or 12.4 percent in fiscal year 2023. Across almost all functional categories,
salaries and compensation-related expenditures continued to represent the most significant expense to the
University at $2.9 billion or 66.4 percent, $2.5 billion or 64.4 percent, and $2.2 billion or 61.8 percent of
operating expenses in fiscal years 2024, 2023, and 2022, respectively. See Note 14, Operating Expenses by
Natural Classification, for additional information. Compensation related expenditures increased $340.8
million or 13.4 percent in 2024, and increased $380.7 million or 17.6 percent in 2023, and decreased $181.8
million or 7.8 percent in fiscal year 2022. The fiscal year 2024 increase is due to the actuarial driven
calculation for pension expense of $120.4 million and $149.3 million increase in salary. Most functional
categories experienced increases primarily as the result of increases in compensation. Supplies and services
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related expenditures increased $36.9 million or 3.4 percent across most functional categories due to
project related activities.

Investing Activities

The University’s endowment funds are invested to preserve the inflation-adjusted value of the endowment
and to maximize total return within acceptable risk parameters. These objectives are assessed over a full
market cycle, usually five to ten years, and monitored over shorter-term time periods by comparing the risk
and return posture of the endowment to a globally diversified mix of representative private and public
equity and fixed income proxies.

Investments supporting long-term endowments, as well as other investment pools had investment income,
net of unrealized gains of $227.8 million, $109.8 million, and $0.7 million, in fiscal years 2024, 2023, and
2022 respectively. The Consolidated Endowment Fund (CEF) and Group Income Pool (GIP) supported
annual income distributions to departments in the amounts of $90.9 million, $82.5 million, and $74.5
million in fiscal years 2024, 2023, and 2022 respectively. The income distribution amounts are primarily
from the CEF pool, in the amounts of $89.1 million, $80.6 million, and $72.5 million in fiscal years 2024,
2023, and 2022, respectively.

To provide a relatively stable level of support for endowed programs, a specified percentage rate based on
a five-year, moving-average market value of the endowment is distributed each year. These distributions
provide funds for a variety of purposes, including instructional needs, research activities, scholarships, and
academic support. An endowment spending policy requires balancing current needs with the long-term
focus of the institution. The CEF distribution rate was 4.5 percent in fiscal years 2024, 2023, and 2022.

Factors Affecting Future Financial Position and/or Results of Operations

The University is Minnesota’s flagship research institution and has received historically strong support from
the State. Its academic quality attracts record numbers of applications, a diversified mix of revenue streams
augment tuition and State support, and the University continues to enjoy a strong credit rating, which
enables a low cost of borrowing. Maintaining these competitive advantages is more important than ever to
the overall results of operations. In addition, current levels of support may be at risk if unfavorable changes
occur in State and federal policy, a downturn in U.S. and world economic conditions or other factors occur
that might negatively impact the University’s revenues and expenses.

Strong state support — Continued strong State support is an important component of future fiscal health for
the University. During the 2023 legislative session, the Governor and Legislature enacted legislation that
increased the University’s fiscal year 2023-2025 two-year base funding to $1.345 billion, an 8.3 percent
increase from the previous two-year base appropriation. During fiscal year 2024, the University received
$55.5 million in new recurring state operating support from that two-year increase.

The University also received $136.0 million in capital funding to the University for a new chemistry teaching
facility (592.6 million) and Higher Education Asset Preservation and Replacement funds ($43.4 million).

During fiscal year 2024, the University began capital projects that will benefit from these new capital
investments.
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Enrollment and tuition — Tuition revenue represents the single largest source of recurring revenue to the
University, largely because the University has built a national reputation for high quality undergraduate,
graduate, and professional education. The University’s ability to consistently attract students who seek a
world-class, affordable education will be important in the near term to maintain the tuition revenue
stream. Fiscal year 2024 fall enrollment for all five campuses was 68,366, compared to fiscal year 2023 fall
enrollment of 68,631. The Board approved tuition increases for fiscal year 2024 of 3.5% for the Twin Cities
and Rochester campuses, and 1.0% for the Crookston, Duluth, and Morris campuses. Future tuition and fee
revenue will be impacted by many factors, including the Board’s decisions on tuition rates, resident and
non-resident enrollments, room and board rates, and course fees, as well as other factors such as
demographics, federal policies on immigration, and competition from other higher educational institutions
for students.

Research Enterprise — The University consistently ranks among the top ten public research universities in
the United States in federal funding for research and development, thanks to the productivity and ingenuity
of its faculty. For fiscal year 2023 (the most recent year for which national data was available) the
University ranked 12t among U.S. public universities in the NSF HERD rankings, having received $1.125
billion in sponsored project awards. Fiscal year 2024 NSF rankings will be released in November 2024, and
the University expects a similarly strong ranking.

Growth in technology commercialization is a University priority, and an integral part of helping the state of
Minnesota grow its economy. During fiscal year 2024, the University reported 375 invention disclosures,
188 patents were issued to the University and its faculty, 226 new commercialization licenses were
executed, and 25 new startup companies were created based on University intellectual property. These
statistics demonstrate the vitality and economic potential of the University’s research enterprise.

The University’s partnership with Fairview Health Services — The University has an academic affiliation
agreement (the “1997 Academic Affiliation Agreement”) with Fairview Health Services (Fairview), the
health care organization that acquired the University’s on-campus hospital effective January 1, 1997. The
initial term of the 1997 Academic Affiliation Agreement is January 1, 1997 through December 31, 2026. If a
party does not intend to renew the 1997 Academic Affiliation Agreement after 2026, either party was to
give notice to the other party of that intent by December 31, 2023.

In 2018, the University and Fairview entered into additional agreements that built on the 1997 Academic
Affiliation Agreement, creating a joint clinical enterprise operated under the brand M Health Fairview and
providing increased academic support to the University from Fairview (the “2018 M Health Fairview
Agreements”). The 2018 M Health Fairview Agreements are coterminous with the 1997 Academic
Affiliation Agreement.

A strong partnership with Fairview is vital to supporting research, outreach, and medical education
missions of the University of Minnesota Medical School. For the University’s fiscal year ended June 30,
2024, all scheduled payments to the University under the 2018 M Health Fairview Agreements have been
made by Fairview, despite having reported an operating loss of $189.0 million.

On February 9, 2024 the University, the University of Minnesota Physicians, and Fairview signed a
nonbinding Letter of Intent (LOI) outlining the University’s intent to purchase the four key academic health
facilities and related operations that make up the M Health Fairview University of Minnesota Medical
Center — the East and West Bank campuses, M Health Fairview Masonic Children’s Hospital, and the M
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Health Fairview Clinics and Surgery Center. As a corollary to the LOI, the University and Fairview have
notified each other that they wish to end the original 1997 Academic Affiliation Agreement. Since the LOI
was signed, the parties have engaged in conversations, negotiations, and diligence regarding the
acquisition. The parties expect to continue working towards the completion of the transaction during fiscal
year 2025. Simultaneously, both parties are engaged in regular meetings around a post-2026 affiliation,
with a focus on the public and nonprofit missions of the organizations and the assets used in delivery of
academic medicine in Minnesota. Decisions related to the purchase of any Fairview assets or operations,
and the nature of a post-2026 affiliation, will be important to the future success of the University of
Minnesota Medical School.
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University of Minnesota
Statements of Net Position
June 30, 2024 and 2023 (in thousands)

Assets
Current assets
Cash and cash equivalents
Short-term investments
Receivables, net
Lease receivables
Inventories
Student loans receivable, net
Prepaid expenses
Other assets
Total current assets

Noncurrent assets

Restricted cash and cash equivalents

Restricted investments

Investments

Receivables, net

Lease receivables

Student loan receivables, net

Prepaid expenses

Other assets

Capital assets, net

Total noncurrent assets

Total assets

Deferred outflows of resources

Liabilities
Current liabilities
Accounts payable
Accrued liabilities and other
Unearned income
Long-term debt
Lease liabilities
Subscription liabilities, including accrued interest
Total current liabilities

Noncurrent liabilities

Accrued liabilities and other

Unearned income

Long-term debt

Lease liabilities

Subscription liabilities, including accrued interest

Total noncurrent liabilities

Total liabilities

Deferred inflows of resources

Net position
Unrestricted
Restricted Expendable
Nonexpendable
Net investment in capital assets
Total net position

2024 2023
492,082 544,510
434,152 313,477
498,545 472,861

6,804 10,266
23,499 22,818
7,064 7,056
22,567 20,383

32 31
1,484,745 1,391,402
132,166 139,970
288,258 353,686
3,137,266 3,064,166
26,372 1,738
282,986 337,311
37,341 41,379
5,143 7,474
1,961 2,136
3,325,157 3,315,278
7,236,650 7,263,138
8,721,395 8,654,540
183,302 224,875
226,294 136,597
318,196 346,334
62,128 66,923
286,638 347,086
21,403 18,301
8,266 8,899
922,925 924,140
266,670 370,987
6,061 6,421
1,558,038 1,644,649
199,044 185,627
14,339 18,201
2,044,152 2,225,885
2,967,077 3,150,025
456,772 464,030
1,614,411 1,579,690
1,932,498 1,787,246
327,466 325,535
1,606,473 1,572,889
5,480,848 5,265,360

The accompanying Notes to the Financial Statements are an integral part of these statements.
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University of Minnesota
Component Units — Statements of Financial Position
As of June 30, 2024 and 2023 (in thousands)

Assets
Cash and cash equivalents
Investments, substantially at fair market value
Accounts and other receivables
Property and equipment, net
Prepaids and other assets
Total assets

Liabilities
Accounts payable and accrued liabilities
Income beneficiaries payable
Unitrusts, pooled income, and annuity trusts payable
Investments held for custody of others
Long-term debt
Lease liabilities
Total liabilities

Net assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

Total Total

2024 2023
S 80,925 S 154,822
4,568,749 4,077,464
497,051 524,030
82,635 84,748
15,447 15,973
5,244,807 4,857,037
277,852 250,248
35,286 32,855
450,529 403,965
42,191 43,189
11,907 13,079
817,765 743,336
328,178 335,185
4,098,864 3,778,516
4,427,042 4,113,701
S 5,244,807 S 4,857,037

The accompanying Notes to the Financial Statements are an integral part of these statements.
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University of Minnesota
Statements of Revenues, Expenses, and Changes in Net Position
Years ended June 30, 2024 and 2023 (in thousands)

Revenues
Operating revenues

Student tuition and fees, net of scholarship allowances

of $374,529in 2024; $346,151 in 2023

Federal grants and contracts

State and other government grants

Nongovernmental grants and contracts

Student loan interest income

Sales and services of educational activities, net of scholarship
allowances of $138in 2024; $82 in 2023

Auxiliary enterprises, net of scholarship allowances of $19,313
in 2024;$16,377 in 2023

Other operating revenues

Total operating revenues

Expenses
Operating expenses

Instruction

Research

Public service

Academic support

Student services

Institutional support

Operation & maintenance of plant
Scholarships & fellowships
Depreciation and amortization

Education and general

Auxiliary enterprises
Other operating expenses, net

Total operating expenses

Operating loss

Nonoperating revenues (expenses)
Federal appropriations

State appropriations

Grants
Gifts

Investment income, net

Interest on capital-asset related debt
Other nonoperating revenues, net
Net nonoperating revenues

Income before other revenues

Capital appropriations
Capital grants and gifts
Additions to permanent endowments

Total other revenues

Increase in net position

Net position at beginning of year

Net position at end of year

2024 2023
$ 798,887 $ 794,652
657,385 611,552
119,661 117,494
531,507 527,138
416 177
179,160 167,957
518,684 494,290
114 177
2,805,814 2,713,437
896,375 831,791
1,051,959 953,072
350,016 299,880
569,979 493,082
159,482 143,828
356,785 305,875
319,614 280,675
70,530 64,370
258,080 245,832
348,945 318,143
12 21
4,381,777 3,936,569
(1,575,963) (1,223,132)
20,227 18,541
796,758 716,341
288,187 260,405
291,360 263,705
227,812 109,829
(70,649) (69,315)
152,389 9,455
1,706,084 1,308,961
130,121 85,829
51,576 46,330
24,382 13,038
9,409 1,246
85,367 60,614
215,488 146,443
5,265,360 5,118,917
$ 5,480,848 $ 5,265,360

The accompanying Notes to the Financial Statements are an integral part of these statements.
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University of Minnesota
Component Units — Statements of Activities
Years ended June 30, 2024 and 2023 (in thousands)

Change in net assets held without donor restrictions
Revenues
Contributions
Contract revenue
Patient service revenue
Investment income, net
Net realized and unrealized gains on investments
Loss on equity method investments
Changein value of trusts
Support services revenue
UMF - Real Estate Advisors rental revenue
University Gateway Corporation revenue
Other revenue
Other nonoperating revenues, net
Net assets released from restriction
Total revenues

Expenses

Program services
Distributions for University purposes
Health care services

Support services
Management and general
Promotion and development

UMF - Real Estate Advisors

University Gateway Corporation
Total expenses

(Decrease) increase in net assets held without donor restrictions
Net assets held without donor restrictions at beginning of year

Net assets held without donor restrictions at end of year
Change in net assets held with donor restrictions
Revenues
Contributions
Investment income, net
Net realized and unrealized gains on investments
Changein value of trusts
Net assets released from restriction
Increasein net assets held with donor restrictions
Net assets held with donor restrictions at beginning of year

Net assets held with donor restrictions at end of year

Total net assets at beginning of year
Increasein total net assets
Total net assets at end of year

Total Total

2024 2023
564 §$ 1,107
856,861 850,195
38,101 32,375
11,980 6,398
22,982 4,429
(28,820) (21,204)
(33) (286)
8,356 8,356
6,063 6,347
4,232 4,765
5,142 17,947
3,675 3,675
345,353 301,014
1,274,456 1,215,118
283,517 262,653
848,209 804,410
76,037 82,389
44,903 41,726
21,293 7,160
7,504 7,030
1,281,463 1,205,368
(7,007) 9,750
335,185 325,435
328,178 S 335,185
243,960 S 254,758
69,831 36,395
346,324 174,274
5,586 4,031
(345,353) (301,014)
320,348 168,444
3,778,516 3,610,072
4,098,864 § 3,778,516
4,113,701 3,935,507
313,341 178,194
4,427,042 S 4,113,701

The accompanying Notes to the Financial Statements are an integral part of these statements.
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University of Minnesota
Statements of Cash Flows
Years ended June 30, 2024 and 2023 (in thousands)

Cash flows from operating activities
Student tuition and fees
Grants and contracts (federal, state, nongovernmental, other)
Auxiliary enterprises
Sales and services of educational activities
Collection of loans to students
Other operating revenues
Payments to employees for services
Payments for fringe benefits
Payments to suppliers for goods and services
Payments for scholarships and fellowships
Loans issued to students
Direct lending receipts
Direct lending disbursements
Custodial transactions

Net cash used by operating activities

Cash flows from noncapital financing activities
State appropriations
Grants for other than capital purposes
Gifts for other than capital purposes
Federal appropriations
Other nonoperating revenues, net
Private gifts for endowment purposes
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities
Proceeds from capital debt

Capital appropriations

Capital grants and gifts

Proceeds from sale of capital assets
Lease receipts

Principal received on notes receivable
Interest received on notes receivable
Purchases of capital assets

Principal paid on capital debt
Interest paid on capital debt

Principal paid on lease liabilities
Interest paid on lease liabilities

Net cash (used) by capital and related financing activities

Cash flows from investing activities
Investment income, net
Proceeds from sales and maturities of investments
Purchase of investments
Net cash (used) by investing activities

Net (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

25

2024 2023
798,580  $ 790,456
1,266,417 1,242,007
511,266 492,102
179,241 172,483
8,666 7,930
(208) 1,404
(2,128,580) (1,973,238)
(742,856) (718,324)
(1,160,933) (1,074,941)
(72,757) (67,278)
(4,598) (6,120)
310,936 315,872
(311,077) (315,626)
141 (246)
(1,345,762) (1,133,519)
797,598 715,642
286,563 300,278
303,970 252,435
19,951 16,216
59,923 (1,339)
1,801 23
1,469,806 1,283,255
250,552 91,500
47,495 49,003
16,672 14,274
39,397 2,041
5,592 5,574
295 276
380 411
(216,236) (182,827)
(375,070) (75,029)
(78,020) (73,748)
(36,498) (38,088)
(6,560) (5,441)
(352,001) (212,054)
192,981 150,113
26,168,461 26,007,625
(26,193,717) (26,229,987)
167,725 (72,249)
(60,232) (134,567)
684,480 819,047
624,248  $ 684,480
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University of Minnesota
Statements of Cash Flows
Years ended June 30, 2024 and 2023 (in thousands)

Reconciliation of net operating revenues (expenses)
to net cash used by operating activities
Operating loss S
Adjustments to reconcile operating loss to net cash used by operating
activities
Depreciation and amortization expense
Changes in assets, deferred outflows of resources, liabilities, and
deferred inflows of resources
Receivables, net
Inventories
Prepaid and other items
Other assets
Net pension liability
Deferred outflows of resources related to pensions
Deferred inflows of resources related to pensions
OPEB liability
Deferred outflows of resources related to OPEB
Deferred inflows of resources related to OPEB
Accounts payable
Accrued liabilities
Unearned income
Deferred outflow of resources
Deferred inflows of resources

2024 2023
(1,575,963) (1,223,132)
258,080 245,832
(42,151) 5,740
(809) (699)

140 4,119
175 (230)
(104,511) 229,584
40,929 30,809
46,851 (397,641)
956 (3,794)

344 1,346

(32) 4,282

14,767 7,601
15,430 (249,011)
(426) 752

458 59,964
150,959

Net cash used by operating activities S

(1,345,762)

(1,133,519)

Noncash investing, capital, and financing activities

Net unrealized gains (losses) on investments S 23,407 (76,383)
Net unsettled investment trades 69,240 4,599
Capital assets on account 30,499 22,440
Amortization of bond discount/premium 24,180 9,939
Contribution of capital assets 1,952 1,099
Cash and cash equivalents S 492,082 544,510
Restricted cash and cash equivalents 132,166 139,970
Total cash and cash equivalents at end of year S 624,248 684,480

The accompanying Notes to the Financial Statements are an integral part of these statements.
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Notes to Financial Statements
As of and for the years ended June 30, 2024 and 2023 (in thousands)

1. Organization, Basis of Presentation, and Summary of Significant Accounting Policies
Organization

The University is both a State land-grant university with a strong tradition of education and public service,
and a major research institution serving the State of Minnesota (State). The University has five campuses:
Crookston, Duluth, Morris, Rochester, and Twin Cities.

The University is considered a constitutional corporation and, for purposes of Governmental Accounting
Standards Board (GASB) reporting, an agency of the State. As a result of this unique status, authority to
govern the University is reserved to the Board rather than State law. The University complies with State law
when specifically included by statute or when compliance does not conflict with the University’s ability to
accomplish its mission and purpose as established by the constitution of the State.

Tax Status—The Internal Revenue Service (IRS) has ruled that the University is an integral part of the
State. Therefore, the University is generally exempt from federal income taxes, although certain
activities are subject to federal unrelated business income tax.

Reporting Entity

The financial reporting entity for the University includes the financial results of the five campuses and, as
required under GASB Statement No. 61, The Financial Reporting Entity: Omnibus—an amendment of GASB
Statements No. 14 and No. 34 (GASB 61), its legally separate component units. The component units are
included in the University’s reporting entity because their exclusion would cause the University’s financial
statements to be misleading to the University’s level of financial accountability and significance of their
operational relationships with the University or its other component units.

Blended Component Units—The University has component units that provide services entirely for the
University’s own benefit. GASB 61 requires blended presentation—combining the component units and
University financial information together, displayed as one entity. The University has six blended
component units. Except as noted below, the component units are immaterial to the financial statements.

RUMINCO, Ltd.

RUMINCO, Ltd. (RUMINCO) is a wholly owned single parent captive insurance company. Although it
is legally separate from the University, RUMINCO is reported as if it were part of the University
because its sole purpose is to administer medical malpractice, general liability, directors’ and
officers’ liability, and automobile liability on behalf of the University. Coverage includes: commercial
general and professional liability, non-profit organization liability, business auto liability, excess
automobile liability, property liability, and data security. RUMINCO insurance agreements limit the
exposure to loss on a per-occurrence and annual aggregate basis.
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2407 University Investment, LLC

On October 20, 2022, the University purchased United Properties Investment, LLC's 51 percent
ownership of 2407 University Investment, LLC. As of that date, the joint venture of 2407 University
Investment, LLC became a wholly-owned company of the University and the results are presented
on a blended basis in the financial statements. The company owns and operates a hotel and acts as
a lessor of a restaurant on property adjacent to the Twin Cities campus. This blended component
unit’s results are immaterial to the financial statements.

Discretely Presented Component Units—The University’s financial statements include the financial data of
two tax-exempt component units. They are reported in total in columns by year. GASB 61 requires discrete
presentation of component units when either the resources held by these entities can only be used by, or
for the benefit of, the University or its component units; or the component units are closely related to, or
financially integrated with the University. For a separate presentation of the two discretely presented
component units, see Note 16, Component Units.

The University’s discretely presented component units are nonprofit organizations, organized under IRS
Code Section 501(c)(3). These units report under Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) 958, Not-for-Profit Entities, and do not meet the criteria of a blended
component unit. The component units’ financial data has been aggregated into like categories for
presentation purposes.

University of Minnesota Foundation

The University of Minnesota Foundation (UMF) is a legally separate, tax-exempt organization dedicated
to raising and managing private gifts to benefit the University. The board of trustees of the UMF
consists of between 30 and 45 members and includes the President of the University. One-fourth of the
members of the board of trustees are appointed by the University. Although the UMF is an independent
organization, the majority of resources that it holds and invests, including income from its investments,
are restricted by donors to the activities of the University. The factor that contributes to the UMF being
classified as a discretely presented component unit relates to the significant resources the UMF holds
on behalf of the University. The University has access to these resources.

During fiscal years 2024 and 2023, UMF distributed $319,069 and $295,732, respectively, to the
University. As of June 30, 2024 and 2023, accounts receivable balances due from the University to UMF
were $151 and S206, respectively. As of June 30, 2024 and 2023, accounts payable balances due to the
University from UMF were $32,713 and $25,865, respectively. Complete financial statements for the
UMF can be obtained from the UMF office, McNamara Alumni Center, 200 Oak Street S.E., Suite 500,
Minneapolis, MN 55455,

University of Minnesota Physicians

University of Minnesota Physicians (UMP) is a legally separate, tax-exempt clinical practice organization
for the faculty of the University Medical School. The board of UMP consists of 18 voting directors, ex-
officio voting directors, and ex-officio non-voting directors. Included in the composition of UMP’s board
of directors is the dean of the University Medical School, faculty, and department heads of the
University Medical School totaling 12 members. Based on the University appointing a voting majority of
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board members, the University has the ability to impose its will on UMP, as management and direction
of the business and affairs of UMP is vested in the board. As a result, this contributes to UMP being
classified as a discretely presented component unit.

During fiscal years 2024 and 2023, UMP distributed $95,924 and $107,369, respectively, to the
University. As of June 30, 2024 and 2023, contract receivables balances due from the University to UMP
were $3,258 and $3,991, respectively. As of June 30, 2024 and 2023, accrued medical school expenses
balances due to the University from UMF were $21,235 and $36,072, respectively. Complete financial
statements for UMP can be obtained from the Chief Financial Officer, 720 Washington Ave S.E., Suite
200, Minneapolis, MN 55414,

Financial Statement Presentation

The financial statements have been prepared in accordance with accounting principles prescribed by GASB.
These statements are prepared on a consolidated, entity-wide basis. All significant inter-fund balances have
been eliminated upon consolidation.

Basis of Accounting

The University is considered to be a special purpose government engaged primarily in business type
activities (BTA). As a BTA, the University prepares its financial statements using the accrual basis of
accounting and the economic-resources-measurement focus. Under the accrual basis of accounting,
revenues and expenses are recognized when earned or incurred, respectively.

Significant Accounting Policies

Cash and Cash Equivalents—For purposes of the statement of cash flows, the University defines cash
and cash equivalents as highly liquid, short-term (original maturity date of 90 days or less) investments
that bear little or no market risk. The intent of the Consolidated Endowment Fund (CEF), the Group
Income Pool (GIP), and the Separately Invested Funds (SIF) is long-term appreciation. Any cash balances
held at the date of the statements are due to the timing of reinvesting the proceeds within the funds.

Investments—Investments are reported at fair value, which represents the price that would be received
to sell the investment in an orderly transaction between market participants. The University’s
investments are valued using a hierarchy of valuation inputs based on the extent to which the inputs
are observable in the marketplace in accordance with GASB Statement No. 72 (GASB 72), Fair Value
Measurement and Application. Observable inputs reflect market data obtained from sources
independent of the University and unobservable inputs reflect the University’s own assumptions about
how market participants would value the investment based on the best information available. The
University uses various industry standard valuation techniques that are appropriate under the
circumstances and for which sufficient information is available to determine fair value—maximizing the
use of observable inputs, while minimizing the use of unobservable inputs. Purchases and sales of
investments are recorded on a trade date basis. Investment income includes: interest income; realized
and unrealized gains and losses; and investment-related expenses.

The University may use derivative instruments for a variety of purposes. Financial futures are used to
maintain investment portfolio asset allocations in accordance with institutional policy and to enhance
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the investment returns of certain asset classes. Forward foreign exchange contracts are used to protect
against foreign currency exposure; gas commodity forward contracts are used to synthetically fix the
price of other physical gas purchases used for University consumption; and interest rate swaps are used
to manage the cost of debt. Financial futures and forward foreign exchange contracts are recorded on
the contract date and are carried at fair value using listed price quotations or amounts that
approximate fair value. The University is required to post collateral, typically U.S. Treasury bills, for
derivative contracts held. Collateral required by these contracts is monitored daily and required
deposits or withdrawals are made as necessary. In general, the University follows the Uniform Prudent
Management of Institutional Funds Act (UPMIFA), as adopted in Minnesota, for donor-restricted
endowments. Under UPMIFA, the Board determines the prudent amount of realized and unrealized
endowment appreciation to be allocated to fund current operations. Investment of the realized or
unrealized appreciation in excess of the annual spending limits is discussed in Note 2, Cash and
Investments.

Inventories—Inventories held for resale are carried at the lower of cost (first-in, first-out) or market
value. Other inventories are carried primarily at cost, which approximates market value.

Receivables and Student Loan Receivables, Net—Receivables and student loan receivables are shown
net of estimated allowance for uncollectible accounts.

Restricted Cash and Cash Equivalents—Restricted cash and cash equivalents represent unspent bond
proceeds, which are externally restricted for the construction or purchase of buildings or other capital
assets. Although these funds meet the University’s definition of cash and cash equivalents, they are
recorded as noncurrent assets, as these funds are required to be used for long-term capital projects.

Restricted Investments—Restricted investments also represent unspent bond proceeds, which are
externally restricted for the construction or purchase of buildings or other capital assets. Although
these funds meet the University’s definition of investments, they are recorded as noncurrent assets, as
these funds are required to be used for long-term capital projects and are not available for current
operations.

Capital Assets, Net—Land, buildings, and other property are recorded at cost, if purchased or
constructed or at market value on the date of gift, if received by gift or bequest. Depreciation is
determined using the straight-line method, based on the estimated useful lives of the assets. Right-of-
use (ROU) lease assets are recorded at net present value of the lease payments and are amortized over
the shorter of the life of the lease or asset. Right-of-use subscription assets are recorded at net present
value of the subscription payments and are amortized over the subscription term.
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The following schedule summarizes the useful lives and capitalization thresholds:

Useful life Capitalization
Asset category (inyears) threshold
Capitalized software (intangible asset) Shorter of legal lifeor 5 years $§ 500,000
Perpetual licenses (intangible asset) License term S 500,000
Non income-producing intellectual property (intangible asset) Legal life S 500,000
All other intangible assets 5 $ 500,000
Buildings and improvements 10-40 S 50,000
Infrastructure 10-40 S 50,000
Equipment 3-20 S 5,000
ROU lease assets - buildings Lease term S 50,000
ROU lease assets - equipment Lease term S 5,000
ROU lease assets - land Lease term S 50,000
ROU lease assets - subscription assets Subscription term S 500,000
Land Indefinite
Museums and collections Indefinite
Library and reference books 10
Permanent right-of-way easements (intangible asset) Indefinite

Deferred Outflows of Resources—Deferred outflows of resources represent the use of net position in
the current period that are applicable to a future reporting period. See Note 7, Deferred Outflows and
Inflows of Resources, for more information.

Noncurrent Liabilities—Noncurrent liabilities represent the principal portion of bonds, notes, and lease
obligations as well as estimated amounts of accrued compensated absences, net pension liability, other
postemployment benefits, and other liabilities that will not be paid within the next fiscal year.

Compensated Absences—The University accrues a liability for vacation leave and other compensated
absences that were earned, but not used, during the current or prior fiscal year for which employees
can receive compensation in a future period. The amount of vacation leave varies by employee group.
An estimate is made to allocate this liability between its current and noncurrent components. Sick leave
is recorded as an expense when paid. There is no payout provision for unused sick leave and no liability
exists.

Deferred Inflows of Resources—Deferred inflows of resources represent the inflow of net position in
the current period that is applicable to a future reporting period. See Note 7, Deferred Outflows and
Inflows of Resources, for more information.

Net Position—Net position is reported in the following three components:

e Unrestricted: Net position that has no external restriction imposed is classified as
unrestricted. Unrestricted net position may be designated for specific purposes by the Board
or subject to contractual limitations, but generally are designated to fund the academic,
research, and public service mission of the University.
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Restricted:

Expendable—Net position that is restricted for specific purposes by grantors, donors, or law
is classified as restricted - expendable. Restrictions on these assets are released when the
University complies with the stipulations required by the grantor, donor, or legislative act.

Nonexpendable—Net position that is required to be retained permanently by the University
is classified as restricted - nonexpendable. These assets represent the principal portion
(historical value) of gifts to the University’s true and life endowment funds, and institutional
contributions to refundable loan programs.

Net investment in capital assets: Net investment in capital assets represents capital assets
net of accumulated depreciation and amortization, and outstanding debt used to purchase,
construct, or improve such assets. If debt has been incurred, but not yet expended for
capital assets, these unspent proceeds are excluded from the net investment in capital
assets.

If both restricted and unrestricted resources are to be used for the same purpose, the resources are
used in accordance with applicable instructions of the grantor, donor, or law.

Revenue Recognition—The University recognizes exchange revenue when the University receives
something and gives something with essentially equal value and recognizes nonexchange revenue when
the University receives something of value without directly giving something of equal value in
exchange. Revenue is recognized in accordance with GASB Statement No. 34 (GASB 34), Basic Financial
Statements—and Management’s Discussion and Analysis—for State and Local Governments and GASB
Statement No. 33 (GASB 33), Accounting and Financial Reporting for Nonexchange Transactions.

Revenue and Expense Classifications—The University has classified revenues and expenses as operating
or nonoperating based upon the following criteria:

Operating revenues: Operating revenues result from exchange activities that contribute to
the University’s mission of Research and Discovery; Teaching and Learning; and Qutreach
and Public Service. Exchange activities are transactions where the amount received
approximates the fair market value of the goods or services given up. The University
considers student tuition and fees (net of scholarship allowances), most grants and
contracts, interest on student loans, and sales and services of auxiliary and educational
activities (net of scholarship allowances) to be exchange transactions.

Nonoperating revenues: Nonoperating revenues represent nonexchange activities. The
primary sources of these revenues are federal and State appropriations, gifts, capital grants,
federal and State financial aid grants (such as Pell and Supplemental Educational
Opportunity Grants), gains or losses on the sale of capital assets, and other nonexchange
grants and contracts. Although the University relies upon these revenue sources to fund the
cost of operations, the grantor or donor is not the direct recipient of the goods or services
delivered under the grant or gift terms. Insurance recovery proceeds and legal settlements
are classified as nonoperating revenues as part of other nonoperating revenues, net.
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e Operating expenses: Operating expenses are paid to acquire or produce goods and services
in return for operating revenues. The University has classified operating expenses based
upon their functional classification. Operating expenses by natural classification are
presented in Note 14.

During fiscal years 2024 and 2023, nonsponsored departmental research of $317,164 and
$289,604 respectively, were recorded in both research expense and depreciation expense.

e Nonoperating expenses: Nonoperating expenses are incurred in the performance of
activities that are not directly related to generating University operating revenues, such as
interest on capital asset-related debt.

Accounting Change — Change to or within the Financial Reporting Entity—The University has elected to
omit the Statements of Fiduciary Net Position and Statements of Changes in Fiduciary Net Position,
which were initially adopted with the implementation of GASB No. 84, Fiduciary Activity (GASB 84). The
University has determined that the impact of GASB 84 is inconsequential to the results of the
University’s annual financial report.

The Statements referenced relate to fiduciary activity including custodial funds for pass-through
scholarships from private parties outside the University and other agency funds like student groups. The
activity also includes employee benefit trust funds for a supplemental benefits plan that is now closed to
new participants and is currently in run out. In addition, fiduciary funds are not used to operate the
University’s programs, and, additionally, the net position for fiduciary activity has not exceeded $1,000
since GASB 84 was implemented.

As a result of this change, the impact to fiduciary funds being removed is as follows:

Previously Reported Fiduciary Funds

2023
Removal of
Removal of three remaining
Pension (and month or less fiduciary
other employee activity as allowed information due Final reported
benefit) trust by GASB 84, to change in fiduciary

Additions funds Custodial funds paragraph 19 entity information
Contributions Student financial aid and loans S 390,167 S (390,167)

External financial aid awards 20,122 (20,122)

Services provided 3,132 S (3,132)

Memberships collected 1,257 (1,257)

Student fees 1,172 (1,172)

Supplemental benefit plan contributions S 190 (190)

Investment income (loss) (8) 8
Total contributions 182 415,850 (410,289) (5,743)
Deductions

Student aid and awards 410,124 (410,124)

Other deductions to vendors 4,972 (4,972)

Benefits to participants and beneficiaries
Total deductions 415,096 (415,096)
Net change in fiduciary net position (deficit) 182 754 4,807 (5,743)
Net position (deficit) at beginning of year 286 (1,221)
Net position (deficit) at end of year S 468 S (467)
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Reclassifications—Certain prior-year amounts have been reclassified to conform to the presentation
used in the current year. These reclassifications had no impact on net position as previously reported.

Use of Estimates—To prepare the financial statements in conformity with accounting principles
generally accepted in the United States of America, management must make estimates and
assumptions. These estimates and assumptions may affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates. The most significant areas that require the use of management’s estimates relate
to investment valuations, accounts payable, receivables, allowances for uncollectible accounts, self-
insurance reserves, scholarship discounts and allowances, arbitrage rebates, net pension liability, OPEB
liability, useful lives in calculating depreciation expense, and vacation pay and pension accruals.

New Accounting Pronouncements
Adoption of New Accounting Pronouncements

GASB Statement No. 100 (GASB 100), Accounting Changes and Error Corrections, an amendment of
GASB Statement No. 62; defines accounting changes; prescribes accounting and financial reporting for
accounting changes and error corrections; and required note disclosures. The provisions of GASB 100 are
effective for fiscal year 2024.

New Accounting Pronouncements Not Yet Adopted

GASB Statement No. 101 (GASB 101), Compensated Absences, defines when liabilities are required to be
established for certain types of absences; establishes guidance for reporting and measuring a liability for
leave that has not been used; and required note disclosures. The provisions of GASB 101 are effective
for fiscal year 2025.

GASB Statement No. 102 (GASB 102), Certain Risk Disclosures, defines when additional note disclosures
are required about risks related to vulnerabilities due to certain concentrations or constraints. The
provisions of GASB 102 are effective for fiscal year 2025.

GASB Statement No. 103 (GASB 103), Financial Reporting Model Improvements, defines improved
reporting requirements, including in the MD&A section that precedes the financial statements. The
provisions of GASB 103 are effective for fiscal year 2026.

GASB Statement No. 104 (GASB 104), Disclosure of Certain Capital Assets, updates disclosure
requirements for intangible assets relating to leases, public-private partnerships, and subscription-based
information technology arrangements as well as for capital assets held for sale. The provisions of GASB

104 are effective for fiscal year 2026.

Management is in the process of evaluating whether these GASB statements will be applicable to the
University and the impact these statements may have on the University’s financial statements.
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2. Cash and Investments

Summary

The University maintains centralized management of substantially all of its cash and investments which are
held in several investment pools. Each pool has a specific set of guidelines designed to meet its respective
investment objectives within risk parameters established for that pool. Securities held in these portfolios
are exposed to various types of risk such as credit, interest rates, foreign currency and other capital market
risks. Material changes in the value of securities subsequent to June 30, 2024, could affect the market
values reported in the financial statements.

The following table summarizes cash and investments, including State Small Business Credit Initiative
(SSBCI) first funded in the year ended June 30, 2023, and RUMINCO as of June 30, 2024:

Separately Invested State Small
Temporary Consolidated Group Invested assets Business
Investment Endowment Income Funds and related to Credit
Pool Fund Pool other indebtedness Initiative RUMINCO, Ltd Total

Cash and cash equivalents S 395,722 $§ 85,016 S 1,076 $ (4) S 6,694 S 3,578 S 492,082
Short-term investments 363,999 342 69,811 434,152

Total current assets 759,721 85,016 1,418 (4) 6,694 73,389 926,234
Res'Fricted cash and cash $ 132,166 132,166
equivalents
Restricted investments 288,258 288,258

Total restricted assets 420,424 420,424
Long-term investments
Fixed income 848,106 383,180 57,342 8,054 1,296,682
Public equity 383,465 383,465
Private capital 1,118,868 63 20,175 2,487 1,141,593
Inflation hedges 174,538 174,538
Other 22,631 117,420 937 140,988

Total noncurrent investments 870,737 2,177,471 57,405 21,112 2,487 8,054 3,137,266

Total cash and investments $1,630,458 $2,262,487 S 58,823 $ 21,108 $ 420,424 S 9,181 S 81,443 $4,483,924
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The following table summarizes cash and investments, including RUMINCO as of June 30, 2023:

Separately Invested State Small
Temporary Consolidated Group Invested assets Business
Investment Endowment Income Funds and related to Credit
Pool Fund Pool other indebtedness Initiative RUMINCO, Ltd Total
Cash and cash equivalents S 524371 S 18,417 S 512 S 923 S 287 $ 544,510
Short-term investments 271,294 417 S 41,766 313,477
Total current assets 795,665 18,417 929 923 41,766 287 857,987
Res'Frlcted cash and cash 139,970 139,970
equivalents
Restricted investments 353,686 353,686
Total restricted assets 493,656 493,656
Long-term investments
Fixed income 763,593 359,567 60,470 1,183,630
Public equity 340,427 340,427
Private capital 1,147,808 12,277 S 1,433 1,161,518
Inflation hedges 178,359 178,359
Other 20,402 107,017 1,880 70,933 200,232
Total noncurrent investments 783,995 2,133,178 60,470 14,157 1,433 70,933 3,064,166
Total cash and investments $1,579,660 $2,151595 $ 61,399 S 15,080 S 535,422 S 1,433 §$ 71,220 $ 4,415,809

Fair Value Measurements

GASB 72 establishes the framework for measuring investments at fair value and associated hierarchy that
categorizes the valuation inputs. In accordance with GASB 72, the University has categorized its
investments based on the priority of the inputs into a three-level fair value hierarchy.

Fair Value Hierarchy—The three levels of the fair value hierarchy are described below:

e Level 1: Inputs for quoted prices (unadjusted) for identical investments in active markets that the
University can access at June 30.

e Level 2: Inputs, other than quoted prices included within Level 1, that are observable for an
investment.

e Level 3: Inputs that are unobservable for an investment.

The hierarchy gives the highest priority to Level 1 inputs and lowest priority to Level 3 inputs. If a price for
an identical investment is not observable, the University measures fair value using a valuation technique
that maximizes the use of relevant observable inputs and minimizes the use of unobservable inputs.

Per GASB 72, in instances where the University does not have a readily determinable fair value, the
University is permitted to establish fair value by using the net asset value (NAV) per share (or its equivalent)

if it is calculated in a manner that is consistent with FASB measurement principles for investment
companies.
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The following table summarizes investments according to the fair value hierarchy and NAV as of June 30,

2024:

Fixed income
US Agency

Return generated fixed income

US Treasury

Risk mitigating fixed income
Mortgage-backed securities

Corporate bonds
Listed equity

Global developed equity

Diversifiers
Private capital
Other
Total

Investments measured at Net Asset Value (NAV)

Total investments

Fair value measurements using

Level 1 Level 2 Level 3 Total
$ 467,494 $ 467,494
4,862 252,435 257,297
499,823 499,823
39,689 39,689
22,206 22,206
97,394 97,394
170,687 170,687
1,582 20,175 21,757
16,469 3,445 19,914
233,289 1,342,797 20,175 1,596,261
2,263,415

$ 3,859,676

The following table summarizes investments according to the fair value hierarchy and NAV as of June 30,

2023:

Fixed income
US Agency

Return generated fixed income

US Treasury

Risk mitigating fixed income
Mortgage-backed securities

Listed equity

Global developed equity

Diversifiers
Private capital
Other
Total

Investments measured at Net Asset Value (NAV)

Total investments

Fair value measurements using

Level 1 Level 2 Level 3 Total
S 533,743 S 533,743
4,612 352,838 357,450
338,239 338,239
48,375 48,375
27,892 27,892
154,306 154,306
20,167 20,167
12,170 12,277 24,447
15,706 3,382 19,088
235,169 1,276,261 12,277 1,523,707
2,207,622
S 3,731,329

GASB 72 also requires additional disclosure information related to investments valued using NAV.
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The following table summarizes NAV investments as of June 30, 2024

Private capital
Fixed income

Global equity

Hedge fund

Real estate
Natural resources
Other

Total

Net Asset Unfunded Redemption Redemption
Value commitments frequency notice period
S 1,118,972 $ 342,148 None None
577,346 108,861 None, daily, or annually None; 2, 60 or 90 days
234,477 None, daily, monthly, quarterly, or | .5 35 45 60, or 90 days
semi annually
137,544 None, monthly, quarterly, or semi None; 30, 45, 60, 75, or 90
annually days
35,142 20,835 None None
88,440 8,888 None, quarterly None; 90 days
71,494 82,053 None, quarterly None; 90 days
S 2,263,415 $ 562,785

The following table summarizes NAV investments as of June 30, 2023:

Private capital
Fixed income
Global equity

Hedge fund

Real estate
Natural resources
Other

Total

Net Asset Unfunded Redemption Redemption
Value commitments frequency notice period
S 1,137,071 S 343,776 None, monthly, or annually None; 1 or 90 days
565,894 121,847 None, daily, or annually None; 2 or 60 days
189,866 None, daily, monthly, or quarterly None; 2, 30, 45, or 90 days
124,972 None, monthly, quarterly, semi None; 20, 30, 45, 60, 65, 75,
annually, or annually or 90 days
37,615 10,213 None None
91,019 11,380 None, quarterly None; 90 days
61,185 5,919 None None
S 2,207,622 S 493,135

Private Capital—This category includes investments in private capital funds, generally through limited
partnerships that invest in private companies and venture capital. These investments cannot be redeemed
at the University’s discretion. It is estimated that the underlying assets of the fund would be liquidated over

time.

Fixed Income—This category includes investments in private funds that invest in debt securities.
Distributions from each fund are received when the underlying investments in the funds generate
distributable cash flows or when the underlying investments are liquidated.

Global Equity—This category includes investments in funds that invest in listed equity securities of
companies. Distributions from each fund are received when the underlying investments in the funds
generate distributable cash flows or when the underlying investments are sold. The managers of the funds
have the flexibility to change their exposure based on their view of particular securities, and the overall

market.

Hedge Funds—This category includes investments in hedge funds that invest in equity and debt. Debt
securities include corporate debt, mortgage debt, and derivative securities. The managers of the funds
have the flexibility to change their exposure based on their view of particular securities, and the overall
market. Some of these investments have lock-up and / or gate provisions that restrict the University’s
ability to redeem these investments.
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Real Estate—This category includes investments in real asset funds that invest in real estate.

Natural Resources—This category includes investments in funds that invest in energy firms and forestry
product firms. Distributions from each fund are received when the underlying investments in the funds
generate distributable cash flows or when the underlying investments are liquidated. It is estimated that
the underlying assets of the fund would be liquidated over time.

Other Investments—This category includes investments in other pooled fund interests.
Authorizations

The Board establishes the investment policies and objectives for all University funds. RUMINCO has a
separate board of directors that establishes the investment policies and objectives for its reserves.
Guidelines to manage the investment pools are described below:

Temporary Investment Pool (TIP)—Short-Term Reserves—The TIP funds are intended to meet the current
obligations of the University. The investment objectives for the TIP are to maximize current income and
investment returns, maintain sufficient liquidity for University operations, and provide backup liquidity for
certain University short-term or variable-rate debt obligations. The pool may invest in money market funds,
corporate obligations, and U.S. government and agency securities, within specified credit quality and term
constraints.

The Board’s Investment of Reserves policy allows for up to 30 percent of the pool to be invested in the
Consolidated Endowment Fund (CEF) or other illiquid fixed income securities. As of June 30, 2024, and
2023, the market value of the TIP assets invested in the CEF was $229,120 and $230,789, respectively.
These assets are reported in the total cash and investments of the CEF. In addition, the Investment of
Reserves policy guidelines include the following: average duration of four years or less for the entire pool
and maximum duration of seven years for any individual holding; average credit quality of A1/A+ or better;
no use of leverage; and credit ratings of investment grade defined as Baa3/BBB- or better by Moody’s or
Standard & Poor’s. Retention of a lower rated security requires approval by the President or delegate with
notification to the Board.

As of June 30, 2024 and 2023, the Standard & Poor’s credit rating for instruments subject to credit ratings
held in TIP was AA- and AA-, respectively.

Consolidated Endowment Fund (CEF)—The CEF represents the pooling of funds from both public and
private sources for which donor intent, law, or institutional decree determines the principal amount that
must be invested in perpetuity or other specified time frames. The funds are invested to achieve an
inflation-adjusted rate of return, after expenses are deducted, that exceeds the current payout rate of 4.5
percent of the average of the endowment’s trailing month-end market values for the prior 60 months. The
Board reserves the authority to approve asset allocation ranges for this pool. For fiscal years ended June
30, 2024 and 2023, $89,097 and $80,595, respectively, was made available for departmental spending.

Minnesota State Chapter 309, Section 745, governs the expenditure or accumulation of endowment funds.
An institution may appropriate for expenditure or accumulate so much of an endowment fund as the

institution determines is prudent.
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The University makes distributions from the CEF for activities targeted by the individual endowments.
When the CEF investment return is less than the payout rate, accumulated capital gains are used to
supplement the distribution payout to meet the spending policy. If investment income exceeds the amount
needed for distribution, the excess remains as a capital gain in the respective endowment.

The CEF is a diversified portfolio that utilizes external investment managers. The CEF assets are held in
separately managed accounts, commingled pools, and limited partnerships (LP). Each of these fund
structures has different risk and return characteristics and different liquidity characteristics. LP investments
are privately negotiated transactions with very restricted liquidity. LPs are required to conduct an external
audit annually in accordance with the FASB or the International Accounting Standards Board.

Group Income Pool (GIP)—Long-Term Reserves—The GIP represents assets invested for the benefit of
various University units for long-term capital purposes. The investment objective of the GIP is to maximize
the total investment return while preserving capital balances until such time as the principal is required to
fund the intended use. The GIP is invested in fixed-income funds through external investment managers.
Additionally, up to 50 percent of the pool can be invested in the CEF. As of June 30, 2024 and 2023, the fair
value of the GIP assets invested in the CEF was $26,891 and $26,861, respectively. These assets are
reported in the total cash and investments of the CEF.

Separately Invested Funds (SIF) and Other—The SIF primarily represents investments in private equity
companies that were acquired through University-developed technology, as well as investments in start-up
companies through the University’s Discovery Capital Investment Program.

Invested Assets Related to Indebtedness—Invested Assets Related to Indebtedness are held in custodial
accounts, which are managed both internally by the University’s Office of Investment and Banking and
externally by investment managers. These assets are invested in high quality, short-term and long-term
fixed income investments until needed for capital projects for which the debt was issued.

State Small Business Credit Initiative (SSBCI)—The University entered into a contract with the State and
performs professional services to the state-sponsored multi-fund venture capital program and direct
investment venture capital program under the State Small Business Credit Initiative (SSBCI). These assets
are invested in venture capital. SSBCI assets are held in custodial accounts, which are managed internally by
the University’s Office of Investment and Banking. The University will receive compensation for the
performance of the professional services. Realized investment returns will be distributed to the State until
the program funds principal is repaid, after which time, realized investment returns will be shared and
distributed equally between the State and the University.

Regents of the University of Minnesota Insurance Company, Ltd. (RUMINCO)—RUMINCO is a wholly-owned
captive insurance company (see Notes 1, Organization, Basis of Presentation, and Summary of Significant
Accounting Policies, and 12, Self-Insurance Programs) whose principal activities are the insurance of certain
risks to the University. The investment objectives for the liability reserves, which cover specific known and
expected claims, are capital preservation and near-term liquidity. The investment objectives for the capital
surplus in excess of the liability reserves are to maximize the total return within acceptable risk parameters
and to achieve at least 400 basis points of return above the inflation rate over multiple year periods.

Components of the Net Investment Income—Components of the net investment income, net include
interest, dividends, realized and unrealized gains or losses on investments. Investment income is current
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year investment income that could include net increases or decreases in fair market values of investments
from prior years.

Investment Risks

Credit and Interest Rate Risk—Credit risk is the risk that company specific events may cause a debt issuer to
default, which results in a failure to repay principal or interest owed to the University in a timely manner.
The majority of the University's investment pools have exposure to credit risk, which is managed through
appropriate asset allocation and portfolio construction. Furthermore, the Board's Investment of Reserves
policy limits fixed income investments within TIP to those with credit ratings of investment grade as a
means of managing its exposure to market value losses arising from credit deterioration or defaults.
Interest rate risk is the risk that changes in interest rates will adversely affect the market value of the
University’s fixed income investments. The majority of the University's investment pools have exposure to
interest rate risk, which is managed through appropriate asset allocation and portfolio construction.
Furthermore, the Board's Investment of Reserves policy limits the duration of fixed income investments
within TIP as a means of managing its exposure to market value losses arising from increasing interest
rates.

The following table summarizes the TIP, CEF, GIP, and RUMINCO credit and interest rate exposures as of
June 30, 2024:

Maturity AA or BBB to BB or Not
Fixed-income securities: Value (years) better A lower rated
Mortgage-backed securities S 22,206 124 100 %
US Agency 467,494 2.4 100 %
US Treasury 499,823 2.1 100 %
Corporate bonds 97,394 0.5 100 %
Mutual funds 296,986 2.8 22 % 66 % 11 % 1 %

Total S 1,383,903 2.4

The following table summarizes the TIP, CEF, GIP, and RUMINCO credit and interest rate exposures as of
June 30, 2023:

Maturity AA or BBB to BB or Not
Fixed-income securities: Value (years) better A lower rated
Mortgage-backed securities S 27,892 13.1 100 %
US Agency 533,743 1.7 100 %
US Treasury 338,239 2.0 100 %
Mutual funds 405,825 3.3 19 % 63 % 17 % 1 %
Total $ 1,305,699 2.5

Concentration of Credit Risk—Concentration of credit risk is the risk of loss attributed to the exposure of
the University’s investment in a single issuer. The majority of the University's investment pools have
exposure to concentration of credit risk, which is managed through appropriate asset allocation and
portfolio construction. The Board’s Endowment Fund policy prohibits investing directly in individual issuers
in the CEF and places limits on exposures to individual managers and funds. The Board’s Investment of
Reserves policy places limits on concentrations to a single corporate issuer in the TIP of no more than 5
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percent. As of June 30, 2024 and 2023, all securities held in the pools were in compliance with policy
guidelines.

Foreign Currency Risk—The University invests in foreign currency denominated assets. Fluctuations in
exchange rates may adversely affect the fair market value of such investments when expressed in U.S.
dollar equivalents.

The following table summarizes the University’s exposure to foreign currency risk, stated in U.S. dollar
equivalents, as of June 30, 2024 and 2023:

Investment Foreign Market value Market value
type currency 2024 2023

Equity/debt/real estate Euro S 63,658 S 59,031
Equity British Pound Sterling 32,184 37,495
Total S 95,842 S 96,526

Financial Institution Credit Risk

Deposits—Depository credit risk is the risk that in the event of a bank failure, the University’s deposits may
not be recovered. Deposits held in noninterest-bearing transaction accounts are now aggregated with any
interest-bearing deposits that are held in the same ownership category, and the Federal Deposit Insurance
Corporation (FDIC) insured amount is $250 for bank balances held in the United States and Bermuda
Deposit Insurance Corporation (BDIC) insured amount of $25 for bank balances held in Bermuda that relate
to RUMINCO. As of June 30, 2024 and 2023, the University’s bank balances subject to depository credit risk
of $193,166 and $38,238, respectively were uninsured and uncollateralized.

Investment Securities—Custodial credit risk is the risk that, in the event of failure of the counterparty, the
University may not be able to recover the value of its investments held in custodial accounts. The University

is not exposed to custodial credit risk as of June 30, 2024 and 2023, because the investment securities are
held by the University and not by a counterparty.
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3. Other Asset and Liability Information

Receivables, net, and student loans receivable as of June 30, 2024, consisted of the following:

Current Noncurrent Total
State and federal appropriations S 4,794 S 4,794
Sponsored grants and contracts 167,730 167,730
Notes receivable 171 171
Student receivables 32,049 32,049
Trade receivables 237,562 237,562
Accrued interest 7,288 7,288
Other 55,532 S 26,372 81,904
Allowance for uncollectible accounts (6,581) (6,581)
Total receivables, net S 498,545 S 26,372 S 524,917
Student loans receivable 9,940 37,341 47,281
Allowance for uncollectible accounts (2,875) (2,875)
Student loans receivable, net S 7,064 S 37,341 S 44,406
Receivables, net, and student loans receivable as of June 30, 2023, consisted of the following:

Current Noncurrent Total
State and federal appropriations S 4,140 S 4,140
Sponsored grants and contracts 131,313 131,313
Notes receivable 114 S 139 253
Student receivables 31,067 31,067
Trade receivables 270,355 270,355
Accrued interest 3,845 3,845
Other 39,176 1,599 40,775
Allowance for uncollectible accounts (7,149) (7,149)
Total receivables, net S 472,861 S 1,738 S 474,599
Student loans receivable 10,435 41,379 51,814
Allowance for uncollectible accounts (3,379) (3,379)
Student loans receivable, net S 7,056 S 41,379 S 48,435
Accrued liabilities as of June 30, 2024, consisted of the following:

Current Noncurrent Total
Trade liabilities S 8,126 S 12,124 S 20,250
Compensation and benefits 108,442 108,442
Compensated absences 113,293 27,149 140,442
Net pension liability 140,532 140,532
OPEB liability 4,498 44,062 48,560
Self-insurance reserves 49,296 12,026 61,322
Accrued interest 18,514 18,514
Refundable advances 2,758 30,777 33,535
Other 13,269 13,269
Total accrued liabilities S 318,196 S 266,670 S 584,866
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Accrued liabilities as of June 30, 2023, consisted of the following:

Current Noncurrent Total

Trade liabilities S 5,284 S 11,331 S 16,615

Compensation and benefits 158,829 158,829

Compensated absences 96,712 23,629 120,341

Net pension liability 245,107 245,107

OPEB liability 4,026 43,578 47,604

Self-insurance reserves 47,659 12,043 59,702

Accrued interest 20,002 20,002

Refundable advances 3,113 33,273 36,386

Other 10,709 2,026 12,735

Total accrued liabilities S 346,334 S 370,987 S 717,321
Activity for certain liabilities consisted of the following as of June 30, 2024

Beginning Ending Current

balance Additions Reductions balance portion

Compensated absences S 120,341 S 36,954 S (16,853) S 140,442 S 113,293

Self-insurance reserves (see Note 12) S 59,702 $ 421,562 S (419,942) S 61,322 S 49,296
Activity for certain liabilities consisted of the following as of June 30, 2023:

Beginning Ending Current

balance Additions Reductions balance portion

Compensated absences S 120,251 S 19,350 S (19,260) S 120,341 S 96,712

Self-insurance reserves (see Note 12) S 58,253 $ 391,818 S (390,369) S 59,702 S 47,659
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4. Capital Assets

Capital assets including right-of-use (ROU) assets, net as of June 30, 2024, consisted of the following:

Beginning Retirements &
balance Additions Transfers reductions  Ending balance
Depreciable / amortizable capital assets
Buildings and improvements $ 5,032,699 S 80,787 S (387) $ 5,113,099
Equipment 856,054 $ 78,386 (39,497) 894,943
Infrastructure 458,770 1,934 460,704
Library and reference books 185,300 2,789 188,089
Capitalized software (intangible asset) 202,119 1,805 203,924
All other intangible assets 6,903 6,903
ROU lease assets - buildings 257,516 41,420 (7,087) 291,849
ROU lease assets - equipment 3,996 568 (215) 4,349
ROU lease assets - land 723 1,661 (36) 2,348
ROU subscription assets 57,378 6,511 (4,879) 59,010
Total depreciable / amortizable capital assets 7,061,458 133,140 82,721 (52,101) 7,225,218
Non-depreciable / amortizable capital assets
Land 254,489 17,741 (400) 271,830
Museums and collections 121,204 1,598 122,802
Construction in progress 121,335 123,926 (82,721) 162,540
Permanent right-of-way easements (intangible asset) 5 5
Total non-depreciable / amortizable capital assets 497,033 143,265 (82,721) 557,177
Accumulated depreciation / amortization
Buildings and improvements (2,770,095) (145,894) 109 (2,915,880)
Equipment (675,908) (55,481) 36,734 (694,655)
Infrastructure (373,410) (12,939) (386,349)
Library and reference books (147,675) (3,051) (150,726)
Capitalized software (intangible asset) (190,057) (5,536) (195,593)
All other intangible assets (6,903) (6,903)
ROU lease assets - buildings (59,253) (22,334) 2,593 (78,994)
ROU lease assets - equipment (1,059) (984) 139 (1,904)
ROU lease assets - land (275) (152) 36 (391)
ROU subscription assets (18,578) (11,709) 4,444 (25,843)
Total accumulated depreciation / amortization (4,243,213) (258,080) 44,055 (4,457,238)
Capital assets, net $ 3,315,278 $ 18,325 S (8,046) $ 3,325,157
Summary
Depreciable / amortizable capital assets $ 7,061,458 S 133,140 S 82,721 S (52,101) $ 7,225,218
Non-depreciable / amortizable capital assets 497,033 143,265 (82,721) 557,177
Total capital assets 7,558,491 276,405 (52,101) 7,782,395
Less accumulated depreciation / amortization (4,243,213) (258,080) 44,055 (4,457,238)
Capital assets, net $ 3,315,278 S 18,325 S (8,046) $ 3,325,157
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Capital assets including right-of-use (ROU) assets, net as of June 30, 2023, consisted of the following:

Beginning Retirements &
balance Additions Transfers reductions  Ending balance
Depreciable / amortizable capital assets
Buildings and improvements $ 4,954,779 S 2,018 $ 75,902 S 5,032,699
Equipment 849,475 54,971 S (48,392) 856,054
Infrastructure 458,345 425 458,770
Library and reference books 181,406 3,894 185,300
Capitalized software (intangible asset) 201,004 1,115 202,119
All other intangible assets 6,903 6,903
ROU lease assets - buildings 257,320 3,531 (3,335) 257,516
ROU lease assets - equipment 3,605 1,316 (925) 3,996
ROU lease assets - land 513 216 (6) 723
ROU subscription assets 37,090 20,288 57,378
Total depreciable / amortizable capital assets 6,950,440 87,349 76,327 (52,658) 7,061,458
Non-depreciable / amortizable capital assets
Land 240,028 14,461 254,489
Museums and collections 119,975 1,229 121,204
Construction in progress 84,851 112,811 (76,327) 121,335
Permanent right-of-way easements (intangible asset) 5 5
Total non-depreciable / amortizable capital assets 444,859 128,501 (76,327) 497,033
Accumulated depreciation / amortization
Buildings and improvements (2,629,059) (141,036) (2,770,095)
Equipment (670,745) (51,282) 46,119 (675,908)
Infrastructure (360,318) (13,092) (373,410)
Library and reference books (145,819) (1,856) (147,675)
Capitalized software (intangible asset) (184,159) (5,898) (190,057)
All other intangible assets (6,903) (6,903)
ROU lease assets - buildings (41,707) (20,519) 2,973 (59,253)
ROU lease assets - equipment (942) (1,012) 895 (1,059)
ROU lease assets - land (184) (93) 2 (275)
ROU subscription assets (7,534) (11,044) (18,578)
Total accumulated depreciation / amortization (4,047,370) (245,832) 49,989 (4,243,213)
Capital assets, net $3,347,929 S (29,982) S (2,669) § 3,315,278
Summary
Depreciable / amortizable capital assets $6,950,440 S 87,349 S 76,327 S (52,658) § 7,061,458
Non-depreciable / amortizable capital assets 444,859 128,501 (76,327) 497,033
Total capital assets 7,395,299 215,850 (52,658) 7,558,491
Less accumulated depreciation / amortization (4,047,370) (245,832) 49,989 (4,243,213)
Capital assets, net $3,347,929 S (29,982) S (2,669) § 3,315,278

5. Leases

The University has entered into various leasing arrangement types where the University is either the lessee
or the lessor. Under GASB 87, Leases, the University classifies leases that are 12 months or greater in length
at the commencement of the lease term, including the evaluation of options to extend the lease, in the
Statements of Net Position. The University records a lease receivable and deferred inflow of resources for
lessor arrangements. The University records a lease liability and an underlying right-of-use lease asset for
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lessee arrangements. The University has applied a threshold based on the minimum net present value
(NPV) of receipts for lessor arrangements and payments for lessee arrangements. The NPV calculation is
determined by the total receipts or payments over the noncancelable lease term and an interest rate that is
stated within the lease contract or, when an interest rate is not stated, the University’s incremental
borrowing rate as determined by an independent third party. The incremental borrowing rate is applied
based on the noncancelable lease term at the commencement of the lease term.

Lessor Arrangements

The University has various lessor arrangements for buildings spanning the University system to various
third parties and component units. The assets leased include buildings and land and payments are generally
fixed. The University also has a sale-leaseback lease arrangement where the University purchased the
property and is subsequently leasing the property back to the original owner.

The following table reflects the total amount of inflows of resources reflected in the Statements of
Revenues, Expenses, and Changes in Net Position by revenue line:

2024 2023
Sales and services of educational activities, net of scholarship allowances S 870 S 866
Auxiliary enterprises, net of scholarship allowances 10,077 11,061
Other nonoperating revenues, net 12,584 12,373
Total S 23,531 S 24,300

The following table reflects the total future principal and interest payments where the University is the
lessor:

Total

Principal Interest receivables
Fiscal year ending June 30
2025 $ 6,804 S 12,733 S 19,537
2026 2,937 12,635 15,572
2027 2,307 12,566 14,873
2028 2,025 12,522 14,547
2029 2,117 12,431 14,548
2030-2034 10,434 61,059 71,493
2035-2039 6,415 59,567 65,982
2040-2044 8,783 58,664 67,447
2045-2049 18,829 57,694 76,523
2050-2054 56,192 47,283 103,475
2055-2059 71,721 31,876 103,597
2060-2064 47,027 14,583 61,610
2065-2069 9,649 10,028 19,677
2070-2074 10,502 7,923 18,425
2075-2079 11,406 5,768 17,174
2080-2084 13,942 3,202 17,144
2085-2089 8,132 537 8,669
2090-2094 289 87 376
2095-2099 279 21 300
Total S 289,790 $ 421,179 $ 710,969
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Lessee Arrangements

The University leases certain assets from various third parties. The assets leased include buildings, land, and
equipment and payments are generally fixed. The University also has one sale-leaseback lease
arrangement.

See Note 4, Capital Assets, for a summary of the University’s right-of-use lease assets.

Lease liability for the years ended June 30, 2024 and 2023, consisted of the following:

Beginning Retirements &
balance Additions Transfers reductions  Ending balance
Lease liability
2024 S (203,928) S (42,284) S 25,765 S (220,447)
2023 S (217,376) S (5,063) S 18,511 S (203,928)

The following table reflects the total principal and interest payments where the University is the lessee:

Total
Principal Interest obligations

Fiscal year ending June 30

2025 $ 21,403 S 5,967 S 27,370
2026 20,768 5,625 26,393
2027 20,175 5,281 25,456
2028 20,114 4,931 25,045
2029 11,968 4,619 16,587
2030-2034 41,995 19,353 61,348
2035-2039 8,407 15,659 24,066
2040-2044 3,475 14,918 18,393
2045-2049 3,508 14,261 17,769
2050-2054 3,313 13,564 16,877
2055-2059 2,523 12,906 15,429
2060-2064 2,377 12,476 14,853
2065-2069 3,401 11,893 15,294
2070-2074 4,668 11,079 15,747
2075-2079 6,222 9,979 16,201
2080-2084 8,099 8,534 16,633
2085-2089 10,465 6,659 17,124
2090-2094 13,378 4,251 17,629
2095-2099 14,188 1,234 15,422
Total S 220,447 S 183,189 S 403,636

Variable Receipts and Payments

Variable receipts for lessor arrangements and payments for lessee arrangements based on future
performance of the leasing party or usage of the underlying asset are not factored into the lease receivable
or liability. These types of receipts or payments are most common in building leases where it requires
tenants to share in the costs of taxes, insurance, utilities, and other common area maintenance costs or
includes parking usage where the occupancy is determined based on a specific event in the future.
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Amounts recognized as variable receipts in the form of inflows not included in the measurement of the
lease receivable are $1,505 and $780 for fiscal years ended June 30, 2024 and 2023, respectively. Whereas
amounts recognized as variable payments in the form of outflows not included in the measurement of the
lease liability are $6,657 and $6,189 for fiscal years ended June 30, 2024 and 2023, respectively.

6. Subscription-Based Information Technology Arrangements

The University has entered various arrangements with external vendors to use the vendor’s IT software as
specified in the contracts. Under GASB 96, Subscription-Based Information Technology Arrangements
(SBITA), the University classifies SBITA that are 12 months or greater in length at the commencement of the
SBITA term, including the evaluation of options to extend the SBITA, to the Statements of Net Position. The
University records a subscription liability and an underlying right-of-use subscription asset for SBITA. The
nature of the SBITA includes firewall services, customer relationship manager solutions, and online
solutions for creating, fulfilling, and viewing course reading lists. The University does not consider content-
subscription agreements that allow authorized University users only access to search, browse, view,
download, print, and store the subscribed products which include books, databases, and conference
proceedings from a number of publishers to be software subscriptions. Non-software subscription
contracts are excluded from being reported as subscription assets. The University has applied a threshold
based on the minimum net present value (NPV) of payments for the SBITA. The NPV calculation is
determined by the total payments over the noncancelable SBITA term and an interest rate that is stated
within the SBITA or, when an interest rate is not stated, the University’s incremental borrowing rate as
determined by an independent third party. The incremental borrowing rate is applied based on the
noncancelable SBITA term at the commencement of the SBITA term.

See Note 4, Capital Assets, for a summary of the University’s right-of-use subscription assets.

Subscription liability for the years ended June 30, 2024 and 2023, consisted of the following:

Beginning Retirements &
balance Additions Transfers reductions  Ending balance
Subscription liability
2024 S (27,100) S (6,238) S 10,733 S (22,605)
2023 S (26,390) $ (20,226) S 19,516 S (27,100)

The following table reflects the total principal and interest payments for the subscription liability:

Total
Principal Interest obligations

Fiscal year ending June 30

2025 S 8,266 S 402 S 8,668
2026 5,936 262 6,198
2027 4,776 138 4914
2028 2,388 43 2,431
2029 1,239 7 1,246
2030-2034

Total S 22,605 S 852 S 23,457
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Variable Payments

There are no amounts recognized as variable payments in the form of outflows not included in the
measurement of the subscription liability for fiscal years ended June 30, 2024 and 2023, respectively.

7. Deferred Outflows and Inflows of Resources

The composition of deferred outflows of resources at June 30, 2024 and 2023 is summarized as follows:

2024 2023
Pensions and other employee benefit plan changes (see Note 9) S 171,138 S 212,066
Other postemployment benefits (see Note 13) 7,525 7,870
Loss on refunding or defeasance of debt 309 374
Purchase consideration that exceeded net position 4,330 4,565
Total deferred outflows of resources S 183,302 S 224,875

The composition of deferred inflows of resources at June 30, 2024 and 2023 is summarized as follows:

2024 2023
Pensions and other employee benefit plan changes (see Note 9) S 155,989 S 109,137
Other postemployment benefits (see Note 13) 9,094 9,126
Gain on refunding or defeasance of debt 25,521 13,954
Leases 264,600 329,276
Consideration to be received as part of a public-private partnership 1,568 2,537
Total deferred inflows of resources S 456,772 S 464,030
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8. Long-Term Debt

Long-term debt as of June 30, 2024, consisted of the following:

Due at
various
Original dates
issued through FY2024 FY2024
amount  Fiscal year fiscal beginning ending Current
(par) issued Coupon rates year balance  Additions Reductions balance portion

General obligation bonds

Series 2024A (tax-exempt) $ 106,680 2024 5.000% 2044 $106,680 $ 106,680 S 4,765

Series 2024B (tax-exempt) 43,825 2024 5.000% 2038 43,825 43,825 2,545

Series 2022 (taxable) 500,000 2022 4.048% 2052 S 500,000 500,000

Series 2021C (taxable) 36,875 2022 0.130%-2.590% 2039 32,945 S 2,245 30,700 2,255

Series 2020A (tax-exempt) 31,310 2021 5.000% 2046 29,970 725 29,245 760

Series 20208 (taxable) 84,690 2021 0.400%-2.875% 2046 78,955 2,890 76,065 2,905

Series 2019A (tax-exempt) 104,215 2019 5.000% 2044 94,180 2,635 91,545 2,765

Series 2019B (tax-exempt) 51,240 2019 5.000% 2030 41,255 5,735 35,520 6,030

Series 2019C (taxable) 20,000 2019 2.466%-3.974% 2044 17,825 600 17,225 615

Series 2017A (tax-exempt) 117,095 2018 2.000%-5.000% 2043 103,130 3,075 100,055 3,235

Series 20178 (tax-exempt) 292,955 2018 2.000%-5.000% 2037 144,600 10,540 134,060 11,160

Series 2017C (taxable) 13,240 2018 1.375%-2.915% 2029 6,940 1,085 5,855 1,110

Series 2016A (tax-exempt) 122,475 2016 3.000%-5.000% 2041 101,010 3,710 97,300 3,895

Series 20158 (taxable) 10,110 2016 0.799%-4.039% 2032 6,260 605 5,655 620

Series 2014B (tax-exempt) 145,760 2015 2.000%-5.000% 2044 124,095 124,095

Series 2013D (taxable) 12,760 2014 0.600%-4.848% 2039 9,550 420 9,130 440

Series 2013B (taxable) 13,780 2013 2.600%-3.750% 2038 9,560 510 9,050 520

Series 2013A (tax-exempt) 73,570 2013 2.000%-5.000% 2038 52,435 52,435

Series 2011C (taxable) 19,335 2012 0.900%-4.560% 2037 13,180 695 12,485 725

Series 20108 (taxable) 41,720 2011 0.740%-5.020% 2036 25,385 1,610 23,775 1,655
Commercial paper notes

Series B (tax-exempt) 61,000 2007 3.694% 2025 12,400 3,100 9,300 9,300

Series C (tax-exempt) 70,000 2008 3.694% 2025 15,500 3,500 12,000 12,000

Series D (tax-exempt) 25,000 2010 3.414% 2025 11,977 11,977 11,977

Series E (taxable) 51,620 2015 5.388% 2025 36,220 2,200 34,020 34,020

Series F (tax-exempt) 50,100 2017 3.518% 2025 38,100 2,000 36,100 36,100

Series G (tax-exempt) 33,372 2018 3.534% 2025 12,168 1,650 10,518 10,518

Series H (tax-exempt) 34,000 2022 3.125% 2025 59,900 59,900

Series | (taxable) 34,000 2022 5.366% 2025 94,100 80,000 75,688 98,412 98,412
Infrastructure development bonds 109,234 1995-2006 3.550%-5.290% 2025 567 532 35 36
Note payable 4,500 2020 1.900% 2025 4,500 4,500 4,500
Special purpose revenue bonds

Series 202 1A (tax-exempt) 92,385 2022 4.000%-5.000% 2037 87,750 4,825 82,925 5,020

Series 2021B (taxable) 31,100 2022 0.210%-2.630% 2039 29,450 1,655 27,795 1,665

Series 2015A (tax-exempt) 90,075 2016 2.000%-5.000% 2032 53,095 6,410 46,685 6,735
Unamortized premiums and 239,739 2009-2024 2046 144,733 21,685 24,180 142239 10,355
discounts
Total $2,767,760 $1,991,735 $252,190 $399,250 $1,844,676 $286,638
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Long-term debt as of June 30, 2023, consisted of the following:

Due at
various
Original dates
issued through FY2023 FY2023
amount  Fiscal year fiscal beginning ending Current
(par) issued Coupon rates year balance  Additions Reductions balance portion
General obligation bonds
Series 2022 (taxable) $ 500,000 2022 4.048% 2052 $ 500,000 $ 500,000
Series 2021C (taxable) 36,875 2022 0.130%-2.590% 2039 35,185 S 2,240 32,945 $ 2,245
Series 2020A (tax-exempt) 31,310 2021 5.000% 2046 30,660 690 29,970 725
Series 20208 (taxable) 84,690 2021 0.400%-2.875% 2046 81,830 2,875 78,955 2,890
Series 2019A (tax-exempt) 104,215 2019 5.000% 2044 96,690 2,510 94,180 2,635
Series 2019B (tax exempt) 51,240 2019 5.000% 2030 46,720 5,465 41,255 5,735
Series 2019C (taxable) 20,000 2019 2.466%-3.974% 2044 18,405 580 17,825 600
Series 2017A (tax-exempt) 117,095 2018 2.000%-5.000% 2043 106,100 2,970 103,130 3,075
Series 20178 (tax-exempt) 292,955 2018 2.000%-5.000% 2037 154,730 10,130 144,600 10,540
Series 2017C (taxable) 13,240 2018 1.375%-2.915% 2029 8,000 1,060 6,940 1,085
Series 2016A (tax-exempt) 122,475 2016 3.000%-5.000% 2041 104,540 3,530 101,010 3,710
Series 2015B (taxable) 10,110 2016 0.799%-4.039% 2032 6,845 585 6,260 605
Series 2014B (tax-exempt) 145,760 2015 2.000%-5.000% 2044 127,580 3,485 124,095 3,660
Series 2013D (taxable) 12,760 2014 0.600%-4.848% 2039 9,955 405 9,550 420
Series 2013B (taxable) 13,780 2013 2.600%-3.750% 2038 10,050 490 9,560 510
Series 2013A (tax-exempt) 73,570 2013 2.000%-5.000% 2038 54,930 2,495 52,435 2,620
Series 2011C (taxable) 19,335 2012 0.900%-4.560% 2037 13,850 670 13,180 695
Series 20108 (taxable) 41,720 2011 0.740%-5.020% 2036 26,945 1,560 25,385 1,610
Commercial paper notes
Series B (tax-exempt) 61,000 2007 2.266% 2024 15,500 3,100 12,400 12,400
Series C (tax-exempt) 70,000 2008 2.260% 2024 19,000 3,500 15,500 15,500
Series D (tax-exempt) 25,000 2010 2.293% 2024 11,977 11,977 11,977
Series E (taxable) 51,620 2015 3.543% 2024 38,420 2,200 36,220 36,220
Series F (tax-exempt) 50,100 2017 2.142% 2024 40,100 2,000 38,100 38,100
Series G (tax-exempt) 33,372 2018 2.171% 2024 16,124 3,956 12,168 12,168
Series H (tax-exempt) 34,000 2022 2.261% 2024 34,000 $ 25,900 59,900 59,900
Series | (taxable) 34,000 2022 3.896% 2024 34,000 65,600 5,500 94,100 94,100
Infrastructure development bonds 109,234 1995-2006 3.550%-5.290% 2025 1,220 653 567 532
Note payable 4,500 2020 1.900% 2025 4,500 4,500
Special purpose revenue bonds
Series 2021A (tax exempt) 92,385 2022 4.000%-5.000% 2037 92,385 4,635 87,750 4,825
Series 2021B (taxable) 31,100 2022 0.210%-2.630% 2039 31,100 1,650 29,450 1,655
Series 2015A (tax-exempt) 90,075 2016 2.000%-5.000% 2032 59,190 6,095 53,095 6,410
Unamortized premiums and 218,054 2009-2023 2046 154,672 9,939 144,733 9,939
discounts
Total $2,595,570 $1,985,203 S 91,500 S 84,968 $1,991,735 $347,086

General Obligation Bonds
All General Obligation (GO) bonds of the University are secured by the full faith and credit of the University.

On March 27, 2024, the University issued GO bonds, Series 2024A in the par amount of $106,680, at a
coupon rate of 5.000 percent. Proceeds were used to refund, on a current basis, all of the University’s
outstanding GO Bonds, Series 2014B, and certain costs of issuance. The debt service requirements on the
old debt balance were $181,828, and the debt service requirements on the new debt balance are $166,987.
The economic gain on the refunding, using an effective interest rate of 2.939 percent, was $10,142. A
deferred gain on refunding of $8,258 was recognized during the year ended June 30, 2024 and will be
amortized over the life of the new debt. The refunded bonds were called for redemption within 90 days of
the date of delivery of the 2024A bonds.
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On March 27, 2024, the University issued GO bonds, Series 2024B in the par amount of $43,825 at a
coupon rate of 5.000 percent. Proceeds were used to refund, on a current basis, all of the University’s
outstanding GO Bonds, Series 2013A, and certain costs of issuance. The debt service requirements on the
old debt balance were $66,023, and the debt service requirements on the new debt balance are $61,525.
The economic gain on the refunding, using an effective interest rate of 2.703 percent, was $3,709. A
deferred gain on refunding of $4,663 was recognized during the year ended June 30, 2024 and will be
amortized over the life of the new debt. The refunded bonds were called for redemption within 90 days of
the date of delivery of the 2024B bonds.

Special Purpose Revenue Bonds

Special Purpose Revenue Bonds are special limited obligations of the University and do not constitute a
general obligation of the University. The State legislation provides annual appropriation for the payment of
debt service on the Bonds.

The University did not issue Special Purpose Revenue Bonds during fiscal years 2024 and 2023.
Commercial Paper Notes

The University issues tax-exempt and taxable Commercial Paper (CP) Notes through a revolving CP facility
for short or long-term financing of capital projects, including the purchase of land and buildings,
construction and remodeling projects, and the acquisition and installation of equipment, as well as for
certain operating purposes. The aggregate principal amount outstanding under the facility shall not exceed
$400,000, including any previously issued Notes still outstanding and additional CP Notes to be issued.

During fiscal year 2024, the entire outstanding principal balance of $59,900 of the Series H was fully paid
off.

During fiscal year 2024, the University issued a total of $80,000 in CP Taxable Notes Series | for purposes of
funding new capital projects in fiscal year 2024, ongoing capital projects, and operating purposes.

During fiscal year 2023, the University issued a combined total of $91,500 in CP Notes Series H and CP
Taxable Notes Series | for purposes of funding new capital projects in fiscal year 2023, ongoing capital
projects, and operating purposes.

All the University’s outstanding CP is secured by the full faith and credit of the University and backed by the
University’s self-liquidity. Commercial paper is short-term in nature and classified as current liabilities in the
financial statements.

Infrastructure Development Bond Obligations

Pursuant to Minnesota law, the University is obligated to pay the State one third of the debt service of
infrastructure development bonds issued by the State for University capital projects. Debt was issued for
this purpose between July 1990 and October 2005. The total amount of outstanding debt issued by the
State on behalf of the University was $108 and $1,702 as of June 30, 2024 and 2023, respectively, of which
the University owes $36 and $567, respectively.
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Note Payable

On December 20, 2019, the University executed a long-term promissory note payable to Otto Bremer Trust
in the amount of $4,500. The proceeds were used to fund a portion of the property acquisition at 2025 East
River Parkway, Minneapolis, the future home of the Masonic Institute for the Developing Brain. Interest
only is due at the rate of 1.900 percent annually for four years with the final interest payment and principal
due in January 2025.

Future Debt Service Requirements
Interest payments on CP will vary depending on current market conditions from week to week. Using rates

as of June 30, 2024, debt service requirements of the University’s outstanding long-term debt obligations
for the next five years and in subsequent five-year periods are as follows:

Bonds and Commercial Total Total

obligations paper notes principal Interest obligations
Fiscal year ending June 30
2025 $ 74311 S 212,327 $ 286,638 $ 71,641 $ 358,279
2026 70,670 70,670 60,715 131,385
2027 73,465 73,465 58,005 131,470
2028 76,215 76,215 55,139 131,354
2029 79,160 79,160 52,118 131,278
2030-2034 332,078 332,078 219,929 552,007
2035-2039 255,820 255,820 162,210 418,030
2040-2044 156,589 156,589 120,868 277,457
2045-2049 14,040 14,040 101,658 115,698
2050-2054 500,000 500,000 60,720 560,720

$1,632,348 S 212,327 $1,844,676 $ 963,003 $2,807,679

Defeased Bonds

The University has defeased various bonds by placing the proceeds from new bond issuances into an
irrevocable trust to provide for all future debt service payments on the old bonds or to immediately pay off
existing debt. Neither the outstanding indebtedness nor the related trust account assets for the defeased
bonds are included in the University’s financial statements. The defeased bonds as of June 30, 2024 are as
follows:

Amount
Refunding Amount Refunded outstanding on Bond call
Associated bond issue date defeased amount June 30, 2024 date
Special purpose revenue bonds
Series 2013C 9/30/2021 S 28,430 S 28,430 8/1/2023

The Series 2013C SPR bonds were issued in November 2013 to finance biomedical research facilities. It was
defeased on September 30, 2021 by the SPR Bonds, Series 2021B. A deferred gain of $73 was recognized
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during the year ended June 30, 2022, and is being amortized over the life of Series 2021B. There were no
defeased bonds as of June 30, 2023.

Arbitrage

University GO debt and SPRB issuances after the Federal Tax Reform Act of 1986 are subject to federal
arbitrage regulations. This results when earnings on the invested gross proceeds of a bond issue exceed the
issuer’s tax-exempt borrowing rates. The University continues to monitor and report any arbitrage in
accordance with the Internal Revenue Code. The University had no arbitrage liability as of June 30, 2024 or
2023.

9. Pension and Other Employee Benefit Plans

The University and its employees contribute to pension and benefit plans characterized as either a defined
benefit (specifies the amount of pension benefits to be provided at a future date) or defined contribution
(specifies how contributions are to be determined, rather than an amount) plan.

Defined Benefit Plans
Cost-sharing, multiple-employer plans
State of Minnesota Retirement Plans
Basis of Accounting and Valuation of Investments

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the Minnesota State Retirement System (MSRS) and the Public Employee Police and Fire
Fund (PEPFF) and additions to/deductions from MSRS’s and PEPFF’s fiduciary net position have been
determined on the same basis as they are reported by MSRS and PEPFF, respectively. Benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Public Employee Police and Fire Fund (PEPFF)

The PEPFF is administered by the Public Employees Retirement Association (PERA). PEPFF, in total,
provides coverage to approximately 430 local governmental subdivisions within the State. The
University’s participation in PEPFF covers 78 active law enforcement staff. Participation is mandatory
and begins from the first day of employment. The plan provides retirement, survivor, and disability
benefits. Benefit provisions are established by state statute and can only be modified by the State
legislature. Each participant earns service credit for each month retirement deductions are withheld
from the employee’s salary. Retirement benefits are based on years and months of service. Normal
retirement age is 55. The annuity formula for each member is 3.0 percent of average salary for each
year of service in that plan. Benefits for members first hired after June 30, 2010, vest on a prorated
basis from 50 percent after five years up to 100 percent after 10 years of credited service. For
members hired prior to July 1, 1989, a full annuity is available when the member’s age plus years of
service equal at least 90. Annual benefits increase by 1.0 percent each year to annuitants who have
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been receiving the benefit for at least 36 months as of the June 30 before the effective date of the
increase (pro rata increase for annuitants receiving benefits for at least 25 months but less than 36
months as of the June 30 before the effective date of the increase). Vested, terminated employees
who are entitled to benefits but are not receiving them yet are bound by the provisions in effect at
the time they last terminated their public service. Prior to 1981, these employees were not covered
by a local relief association. The fund covers all those hired since 1980. A publicly available financial
report, which includes financial statements and required supplementary information for this plan,
can be obtained at https://mnpera.org or by writing the Public Employees Retirement Association
(PERA), 60 Empire Drive, Suite 200, St. Paul, MN 55103.

State Employees Retirement Fund (SERF)

The SERF is administered by the Minnesota State Retirement System (MSRS). SERF, in total, provides
coverage to 26 employers within the State. The University’s participation in SERF covers
approximately 8,600 active Civil Service and non-faculty bargaining unit employees. Participation is
mandatory and begins from the first day of employment. The plan provides retirement, survivor, and
disability benefits. Benefit provisions are established by state statute and can only be modified by the
State legislature. Benefits are based on a member’s age, years of allowable service, and the highest
average salary for any 60 successive months of allowable service at termination of service. Benefit
increases are provided to benefit recipients each January and are related to the funded ratio of the
plan. Annuitants receive benefit increases of 1.0 percent each year for five years beginning January 1,
2019, and 1.5 percent each year beginning January 1, 2024 to annuitants who have been receiving
benefits for at least 12 months as of the June 30 of the calendar year before the effective date of the
increase (pro rata increase for annuitants receiving benefits for at least one month but less than 12
months as of the June 30 of the calendar year before the effective date of the increase).

The annuity formula is the greater of a step rate with a flat rate reduction for each month of early
retirement or a level rate (the higher step rate) with an actuarial reduction for early retirement. The
applicable rates if the employee was first hired before July 1, 1989, are 1.2 percent for the first 10
years of allowable service and 1.7 percent for each subsequent year. The applicable rate if the
employee is first hired after June 30, 1989, is 1.7 percent of average salary for each year of allowable
service. Average salary is defined as the highest salary paid in a 60 successive month period. A
publicly available financial report, which includes financial statements, required supplementary
information, and detailed information about the plan’s fiduciary net position, can be obtained at
https://www.msrs.state.mn.us or by writing to the MSRS, 60 Empire Drive, Suite 300, St. Paul, MN
55103.

56

Page 59 of

161



Information pertaining to both PEPPF and SERF in accordance with GASB 68 and GASB 71 follows.

Funding Policy and Contribution Rates

PEPFF SERF
Statutory authority
Minnesota chapter 353 352
Required contribution rates
Active plan members 11.80% * 5.50% **
University 17.70% * 6.25% ***
Required contributions
University
2024 1,951 $ 33,078
2023 1,652 $ 30,321
Non-employer contributing entity
2024 64
2023 61

* Rates effective 1/1/2020 through 6/30/2024

** 6.00% rate effective 7/1/2019 through 6/30/2023; 5.50% rate effective

7/1/2023 - 6/30/2024

*** Rate effective 7/1/2019 through 6/30/2024

Net pension liability amounts recorded in accordance with GASB 68 and GASB 71 within the
University’s financial statements are reflective of the respective plan’s published financial statements
and actuarial valuations as of June 30, 2023. The University’s proportion of the respective plans’ net
pension liability was based on the University’s contributions to the respective plans during the
measurement period July 1, 2022 through June 30, 2023, relative to the total contributions from all
participating employers, as well as on-behalf State contributions paid directly to PEPFF. As a result,
contributions made to the respective plans during fiscal year 2024, are recorded as deferred outflows
of resources per GASB 68 and GASB 71. The State has not enacted any law that requires the
University to assume the liability, as a participant of the pension plans, in the event the State were
unable to continue paying benefits from the retirement plans.
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Summary of Pension Amounts

2024
PEPFF SERF Total
Proportionate share of the net pension liability (S) S 12,275 S 128,257 S 140,532
Proportionate share of the net pension liability (%) 0.711% 13.349%
Chan.geln.th.e !oroportlonate.share of the net 0.034% 0225%
pension liability (%) from prior fiscal year
Deferred outflows of resources S 20,650 S 150,488 S 171,138
Deferred inflows of resources S 18,039 S 137,950 $ 155,989
Net pension expense $ 3911 $ 14386 $ 18297
Non-operating grant revenue S 64 S 64
2023
PEPFF SERF Total
Proportionate share of the net pension liability (5) ¢ 29,443 $ 215664 $ 245,107
Proportionate share of the net pension liability (%) 0.677% 13.124%
Chan.geln.th.e .proportlonate.share of the net 0.053% -0.012%
pension liability (%) from prior fiscal year
Deferred outflows of resources $ 22,124 $ 189,942 $ 212,066
Deferred inflows of resources S 448 S 108,689 S 109,137
Net pension expense S 2,400 $ (107,629) S (105,229)
Non-operating grant revenue S 61 S 61
Deferred Outflows of Resources
2024
PEPFF SERF Total
Differences between expected and actual experience S 3,385 § 15417 $ 18,802
Changes in actuarial assumptions 14,244 100,127 114,371
Changes in proportion and contributions allocated 1,070 1,866 2,936
Contributions paid to plan subsequent to measurement date 1,951 33,078 35,029
Total S 20650 $ 150,488 S 171,138
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2023

PEPFF SERF Total
Differences between expected and actual experience S 1,798 1,682 § 3,480
Changes in actuarial assumptions 17,332 147,659 164,991
Differences between projected and actual investment 395 10,276 10,671
Changes in proportion and contributions allocated 947 4 951
Contributions paid to plan subsequent to measurement date 1,652 30,321 31,973
Total S 22,124 189,942 $ 212,066
Deferred Inflows of Resources
2024
PEPFF SERF Total

Differences between expected and actual experience S 883 § 883
Changes in actuarial assumptions S 17,259 108,040 125,299
Differences between projected and actual investment 589 12,790 13,379
Changes in proportion and contributions allocated 191 16,237 16,428

Total $ 18,039 S 137,950 $ 155,989

2023
PEPFF SERF Total

Differences between expected and actual experience S 1,384 § 1,384
Changes in actuarial assumptions S 177 78,415 78,592
Changes in proportion and contributions allocated 271 28,890 29,161

Total S 448 S 108,689 S 109,137
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Net Deferred Outflows (Inflows) of Resources Recognized as Pension Expense or a Reduction in Net
Pension Liability

As of June 30, 2024, other amounts reported as deferred outflows of resources and deferred inflows
of resources related to pensions will be recognized in pension expense as follows:

Fiscal year PEPFF SERF Total
2025 ¢ 814 $  (15622) $ (14,808)
2026 260 (12,821) (12,561)
2027 3,158 26,028 29,186
2028 (612) (18,125) (18,737)
2029 (2,960) (2,960)
Net pension expense $ 660 $ (20,540) 5 (19,880)
C?ntrlbutlons paid tp pIaTn s.u.bsequent to measurement date that 1,951 33,078 35,029
will reduce net pension liability
Net deferred outflows S 2,611 S 12,538 S 15,149

The University’s net pension liability was measured as of June 30, 2023, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date by
the respective plans. The total pension liability was determined using the following actuarial methods
and assumptions, applied to all periods included in the measurement.

Actuarial Methods and Assumptions

Actuarial methods and assumptions as of June 30, 2024 were as follows:

PEPFF* SERF**
Valuation date 6/30/2023 6/30/2023
Actuarial cost method Entry age normal Entry age normal
Asset valuation method 5-year smoothed fair Fair value

market value

Long-term expected rate of return 7.00% 7.00%
20-year municipal bond rate 3.86% ok 3.86% ok
Inflation 2.25% 2.25%
Salary increases Service related rates Service related rates
Payroll growth 3.00% 3.00%
Experience study dates 2015 - 2019 HokAk 2018-2022 rorAk

* Mortality rates were based on Pub-2010 Mortality Tables using projection scale MP-2021.
** Mortality rates were based on Pub-2010 Mortality Tables using projection scale MP-2018.
*** Based on the Fidelity Index's "20-Year Municipal GO AA Index" as of June 30, 2023.

**** Updated for economic assumptions in 2023.
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Actuarial methods and assumptions as of June 30, 2023 were as follows:

PEPFF* SERF**
Valuation date 6/30/2022 6/30/2022
Actuarial cost method Entry age normal Entry age normal
Asset valuation method 5-year smoothed fair Fair value

market value

Long-term expected rate of return 6.50% 6.75%
20-year municipal bond rate 3.69% rork 3.69% ok
Inflation 2.25% 2.25%
Salary increases Service related rates Service related rates
Payroll growth 3.00% 3.00%
Experience study dates 2015 - 2019 HokAk 2014-2018 HorAk

* Mortality rates were based on Pub-2010 Mortality Tables using projection scale MP-2021.
** Mortality rates were based on Pub-2010 Mortality Tables using projection scale MP-2018.
*** Based on the Fidelity Index's "20-Year Municipal GO AA Index" as of June 30, 2022.

**** Updated for economic assumptions in 2022.

The long-term expected rate of return was used to measure the total pension liability as of June 30,
2023 and 2022 of the respective plans. The actual selection of the rate was determined by looking at
the asset class target allocations and long-term rate of return expectations from the State Board of
Investments (SBI), along with other information, such as the Social Security Trustees Report, the U.S.
Department of the Treasury yield curve rates, and historical observations of inflation statistics and
investment returns.

The SBI, which manages the investments of the respective plans, prepares an analysis of the
reasonableness of the long-term expected rate of return on a regular basis using a building-block
method. Best estimates of expected future real rates of return are developed for each major asset
class. These asset class estimates, and target allocations are combined to produce a geometric,
expected long-term rate of return as summarized in the following table:

SBI Asset Class

Long-term
expected real rate
of return
Asset class Target allocation (geometric mean)
Domestic equity 33.50% 5.10%
International equity 16.50% 5.30%
Private markets 25.00% 5.90%
Fixed income 25.00% 0.75%
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GASB includes a specific requirement for the discount rate that is used for the purpose of the
measurement of the SERF’s and PEPFF’s total pension liability. This rate considers the ability of SERF
and PEPFF to meet benefit obligations in the future. To make this determination, employer
contributions, employee contributions, benefit payments, expenses, and investment returns are
projected into the future. SERF’s and PEPFF’s Fiduciary Net Position (assets) in future years can then
be determined and compared to its obligation to make benefit payments in those years. As long as
assets are projected to be on hand in the future, the long-term expected rate of return is used as the
discount rate. In years where assets are not projected to be sufficient to meet benefit payments, the
use of a “risk-free” municipal bond rate is required. The single discount rate is equivalent to applying
these two rates (long-term expected rate of return and “risk-free” municipal bond rate) to the
benefits that are projected to be paid during the different time periods.

The projection of cash flows used to determine the discount rate assumed that employee and
employer contributions will be made at the rate specified in the statute. Based on that assumption,
each of the pension plan’s fiduciary net position as of June 30, 2023, was projected to be available to
make all projected future benefit payments of current and active employees. The long-term expected
rate of return on pension plan investments of 7.0 percent was applied to all periods of projected
benefit payments through June 30, 2123 for SERF and PEPFF to determine the total pension liability.

The following presents the University’s proportionate share of the net pension liability, calculated
using the discount rate of 7.0 percent for SERF and PEPFF, as well as what the impact would be if the
net pension liability were calculated using a discount rate that was 1.0 percentage point lower or 1.0
percentage point higher than these percentages:

Discount Rate Sensitivity

2024
PEPFF SERF
Liability
Rate Liability Rate (benefit)
1% Decrease 6.00% $ 24,354 6.00% $ 432,372
Discount rate 7.00% $ 12,275 7.00% $ 128,257
1% Increase 8.00% S 2,343 8.00% S (105,225)
2023
PEPFF SERF
Liability
Rate Liability Rate (benefit)
1% Decrease 4.40% S 44,558 5.75% $ 506,119
Discount rate 5.40% $ 29,443 6.75% S 215,664
1% Increase 6.40% S 17,223 775% S (24,605)
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Additional information related to the respective plans is presented in Required Supplementary
Information (RSI) following the Notes to the Financial Statements.

Defined Contribution Plans

The University’s defined contribution plans represent benefits to be received. They are limited to the value
of the participant’s account balance, depending on the plan. There is no liability associated with these
plans. A description of the plans and contribution information follows.

Faculty Retirement Plan (FRP)

The FRP is a mandatory retirement savings/investment plan contingent on meeting certain prescribed
eligibility requirements. Pursuant to the Board’s governing authority, in compliance with Section
401(a) of the Internal Revenue Code, it authorizes the University to contribute to the plan and
governs the requirements of this plan. Eligibility requirements involve an employee appointment of
at least nine months; employee appointments between 67 to 99 percent time are granted prorated
participation. The plan is funded through employee pre-tax contributions and University
contributions. Eligible academic employees with hire dates prior to January 2, 2012 contribute 2.5
percent of covered salary and the University contributes 13.0 percent. Eligible employees with a start
date on or after January 2, 2012 contribute 5.5 percent of covered salary and the University
contributes 10.0 percent. The FRP covers approximately 10,200 active faculty and professional and
administrative (P&A) staff. This amount includes approximately 7,200 with hire dates on or after
January 2, 2012.

FRP Contributions Made

2024 2023
Employee S 51,392 S 46,330
University S 132,257 $ 124,007
Due to plan at June 30*

2024 2023
Employee S 2,044 S 1,876
University S 5,210 S 4,945

*Due to plan represents a liability the University has incurred for the

employer and employee portion of contributions as of fiscal year end.
University of Minnesota Optional Retirement Plan (ORP)
The ORP is a voluntary retirement savings/investment plan covered under Section 403(b) of the Internal
Revenue Code. All faculty and staff members who are paid on a continuous basis are eligible to

participate in this plan. This plan is funded mainly through employee pre-tax contributions. However,
participants may elect to make after-tax Roth contributions into the plan and the University may make
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discretionary contributions for select staff based on employment contracts. Approximately 5,900 full-
and part-time employees contribute to this plan.

University of Minnesota Section 457 Deferred Compensation Plan

The 457 Deferred Compensation Plan is a voluntary retirement savings plan authorized under Section
457 of the Internal Revenue Code. All faculty and staff members who are paid on a continuous basis are
eligible to participate in this plan. This plan is funded mainly through employee pre-tax contributions.
However, participants may elect to make after-tax Roth contributions into the plan. Approximately
3,000 full- and part-time employees contribute to this plan.

10. Related Organization

Until August 31, 2023, the University was responsible for appointing eight members of the 15-member
Board of Directors of UCare Minnesota, a licensed nonprofit health maintenance organization (HMO) that
provides medical services for its members. The University’s accountability for this organization, however,
did not extend beyond making board appointments. The dean of the University of Minnesota Medical
School and the head of the University’s Department of Family Medicine and Community Health appointed
six board members; two members were automatically appointed by virtue of the University positions that
they held.

On August 31, 2023, The University entered into a legal settlement agreement with UCare. Under the terms
of the agreement the University relinquishes all rights to ownership, control, or influence in UCare. UCare
agreed to total payments of $100,000, $96,000 of which will be used to fund University of Minnesota
Medical school projects that assist traditionally underserved populations for health care services. The
payments are reflected in Other nonoperating revenues, net on the Statement of Revenues, Expenses, and
Changes in Net Position, of which $50,000 was received during 2024. Two additional payments of $25,000
will be received on December 31, 2024, and 2025 and are included in current and noncurrent Receivables,
net on the Statements of Net Position.

11. Commitments and Contingencies

Construction projects in progress, principally buildings, approximated $162,540 as of June 30, 2024. The
estimated cost to complete these facilities is $324,916, which is to be funded from plant fund assets and
$77,896 in appropriations available from the State as of June 30, 2024.

The University owns steam production facilities that produce steam for heating and cooling the Twin Cities
campus, which by agreement are managed, operated, and maintained by an unaffiliated company. The
original agreement was for five years and began May 17, 2019, with a contract end date of May 2024 which
was extended for a six month period to transition the servicing to another operator for five years ending
December 2029. Under the agreement, the University must make minimum fixed payments for certain
operating and maintenance costs, as well as contingent payments based upon performance requirements.
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The future minimum payment for steam plant operations as of June 30, 2024, are as follows:

Steam plant

Fiscal year ending June 30

2025 S 579
2026 330
2027 340
2028 350
2029 and beyond 544
Total commitments S 2,143

The University receives financial assistance from federal and state governmental agencies in the form of
grants. The disbursement of funds received under these programs requires compliance with the terms and
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any
disallowed claims resulting from such audits could become a liability of the University. Management is not
aware of any material disallowed claims at this time.

The University is a defendant in cases involving claims of medical malpractice, personal injuries, breach of
contract, and other civil matters.

The University is a defendant in other claims. While any litigation has an element of uncertainty and the
University cannot, therefore, predict how these cases will be finally resolved, management and its general
counsel believe the outcomes of other cases, individually and combined, will not have a material adverse
effect on the overall financial position of the University.

12. Self-Insurance Programs

The University is insured for professional, general, non-profit organization, data security and automobile
liability and indemnified for property insurance deductible expenditures through RUMINCO (see Note 1,
Organization, Basis of Presentation, and Summary). Claims are reported to a third-party administrator,
which pays expenses and estimates claim liabilities. The total expense of a claim is estimated and booked as
a liability when it is probable that a loss has occurred, and the amount of the loss can be reasonably
estimated. In addition, an actuarial liability is established for incurred but not reported (IBNR) claims using
a discount rate based on a rate of return of 4.71 percent.

The University is also self-insured for workers’ compensation through an internally maintained fund, and
excess claims insurance is maintained through the Workers’ Compensation Reinsurance Association
(WCRA). The internal fund for workers’ compensation is maintained only to fund the current year’s
expected payouts. Each year, an actuarial estimate of the University’s liability for workers’ compensation is
compiled and recorded within the statements of net position, but the liability is not separately funded.
The University’s medical coverage for faculty and staff and their dependents is a self-insured program
(UPlan). Under UPlan Medical, the University pays claims and establishes reserves, and the administration
of the program is handled by two independent administrators: Medica for medical plan administration, and
Prime Therapeutics for pharmacy benefit management. The University also carries stop-loss coverage,
which protects the University against the risk that an individual participant will incur medical expenses
greater than $1,000 in a single year. An annual actuarial estimate of the University’s liability for medical
claims, including IBNR, is recorded within the statements of net position.
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The University’s dental coverage for faculty and staff and their dependents is also a self-insured program
(UPlan). Under UPlan Dental, the University pays claims and establishes reserves, and the administration of
the program is handled by one independent administrator, Delta Dental. An annual actuarial estimate of
the University’s liability for dental claims, including IBNR, is recorded within the statements of net position.

Medical coverage for eligible graduate assistants is a self-insured program. Under the graduate assistant
medical plan, the University pays claims and establishes reserves. The program is administered by Blue
Cross and Blue Shield of Minnesota. The University also carries stop-loss coverage, which protects the
University against the risk that an individual participant will incur medical expenses greater than $400 in a
single year in addition to aggregate stop-loss coverage for claims totals over 115 percent of plan year
claims. An annual actuarial estimate of the University’s liability for medical claims, including IBNR, is
recorded within the statements of net position. The Graduate Assistant Plan also offers self-insured Dental
Plan benefits without a third-party administrator.

The University’s medical coverage for eligible students and their dependents is a self-insured program
(Student Health Benefit Plan). Under the Student Health Benefit Plan (SHBP), the University pays claims and
establishes reserves, and the administration of the program is handled by Blue Cross and Blue Shield of
Minnesota. The administrator offers medical conversion policies to eligible University students who are
able to convert their SHBP coverage to single coverage after graduation. The University also carries stop-
loss coverage, which protects the University against the risk that an individual participant will incur medical
expenses greater than $400 in a single year in addition to aggregate stop-loss coverage for claims totals
over 115 percent of plan year claims. An annual actuarial estimate of the University’s liability for medical
claims, including IBNR, is recorded within the statements of net position. The SHBP also offers self-insured
Dental Plan benefits and the program is administered by Delta Dental.

Medical coverage for eligible Medical Residents and Fellows is a self-insured program. Under the Medical &
Resident medical plan, the University pays claims and establishes reserves. The program is administered by
Blue Cross and Blue Shield of Minnesota. An annual actuarial estimate of the University’s liability for
medical claims, including IBNR, is recorded within the statements of net position. The Medical & Resident
group also offers a fully insured Dental Benefit Plan through Delta Dental.

These liabilities are recorded in Accrued liabilities and other on the Statements of Net Position.
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Reported liabilities as of June 30, 2024, are shown below:

Liability
beginning of New Claim Other Liability end
year claims payments adjustments of year

RUMINCO, Ltd. S 11,836 S 5,580 S (4,178) S (1,503) S 11,735
Workers’ compensation 9,287 4,321 (4,321) (365) 8,922
UPlan medical 25,956 354,462 (353,732) 1,000 27,686
UPlan dental 838 22,280 (22,223) 107 1,002
Graduate assistant health plan 5,214 33,620 (33,620) 126 5,340
Student health plan 5,539 42 5,581
Medical residents & fellows 1,032 24 1,056
Total S 59,702 S 420,263 S (418,074) S (569) S 61,322

Other adjustments reflect reserve changes on prior years’ claims and changes in estimated IBNR.

Reported liabilities as of June 30, 2023, are shown below:

Liability
beginning of New Claim Other Liability end
year claims payments adjustments of year

RUMINCO, Ltd. S 9,890 S 5,265 S (3,437) S 118 S 11,836
Workers’ compensation 9,542 2,754 (2,754) (255) 9,287
UPlan medical 25,050 329,308 (331,602) 3,200 25,956
UPlan dental 1,051 20,666 (20,867) (12) 838
Graduate assistant health plan 5,287 30,328 (30,328) (73) 5,214
Student health plan 6,580 (1,041) 5,539
Medical residents & fellows 853 179 1,032
Total S 58,253 S 388,321 S (388,988) S 2,116 S 59,702

Other adjustments reflect reserve changes on prior years’ claims and changes in estimated IBNR.

13. Other Postemployment Benefits
Description of Plan

The University administers the UPlan—a self-insured, single-employer, defined benefit healthcare plan. It is
a partnership between the University and its employees to provide quality, cost-effective health benefits to
employees, retirees, and their families. Pursuant to the Board’s governing authority, non-Medicare retirees
and former employees can purchase medical and dental insurance coverage. The benefit provision process
is initiated through the Benefits Advisory Committee (BAC). The BAC comprises representatives from all
employee groups who advise the University administration on health program benefit offerings. An internal
UPlan financial report is prepared on a calendar year basis. Questions regarding the UPlan may be directed
to Total Compensation, 100 Donhowe Building, 319 15th Avenue S.E., Minneapolis, MN 55455,

Contributions and Benefits Provided

The UPlan is currently financed on a pay-as-you-go basis. No assets are accumulated in a trust that meets
the criteria prescribed in GASB Statement No. 75 (GASB 75), Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. The University has established that a former employee
must pay the entire premium for continuation coverage, except as otherwise provided in a collective
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bargaining agreement or personnel policy. Non-Medicare retirees and eligible participants under the
Academic Disability Plan (ADP) can purchase medical and dental insurance coverage at the full premium
rate. These rates are based on a blended active and pre-Medicare retiree rate. With the University being
self-insured, the University becomes liable for the actual cost of retiree and disability related healthcare
costs in excess of premiums collected. As a result, an implicit subsidy is created, which is reflected in the
OPEB liability that is recorded. These liabilities are recorded in Accrued liabilities and other on the
Statements of Net Position.

UPlan Membership Covered by Benefit Terms

UPlan membership 2024 2023
Active plan members 19,755 19,755
Inactive plan members or beneficiaries currently receiving benefits 484 484
Total 20,239 20,239
OPEB Liability

The University’s OPEB liability was measured and determined as of June 30, 2024 and 2023, respectively, in
accordance with GASB 75.

The components that contributed to the change in the University’s OPEB liability are as follows:

2024 2023

OPEB liability—beginning of year S 47,604 S 51,399
Changes in net OPEB liability:

Service cost 3,992 4,054

Interest 1,798 1,888

Differences between expected and actual experience 1,121 (69)

Changes of actuarial assumptions or other inputs (1,258) (5,368)

Benefit payments (4,697) (4,300)
Increase (decrease) in OPEB liability 956 (3,795)
OPEB liability—end of year S 48,560 S 47,604

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan, the plan as
understood by the employer and plan members. This includes the types of benefits provided at the time of

each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point.
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The actuarial methods and assumptions applied to the measurement of the OPEB liability are as follows:

Valuation date 6/30/2024

Entry age normal, level
percent of pay

6/30/2023
Entry age normal, level
percent of pay

Actuarial cost method

Asset valuation method N/A N/A
Discountrate 3.93% * 3.65% *
Inflation 2.75% 2.75%
Salary increases 4.00% 4.00%

Mortality
PubT-2010.H for Faculty and
PubG-2010.H for all others
2015-2017

PubT-2010.H for Faculty and
PubG-2010.H for all others

Experience applied 2015-2017

* Based on a AA/Aa or higher rated 20-year tax exempt muncipal bond rate.

The University’s OPEB liability is sensitive to changes in the discount rate and healthcare cost trend rates.
The following presents the OPEB liability of the University, as well as what the University’s OPEB liability
would be if it were calculated using a discount rate that is 1.0 percentage point lower and or 1.0
percentage point higher than the current discount rate:

Discount Rate Sensitivity

2024 2023
Rate Liability Rate Liability
1.0% Decrease 2.93% S 52,041 2.65% S 50,974
Discountrate 3.93% S 48,560 3.65% S 47,604
1.0% Increase 493% S 45,279 4.65% S 44,417

The following presents the OPEB liability of the University, as well as what the University’s OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1.0 percentage point lower or 1.0
percentage point higher than the current healthcare cost trend rates:

Healthcare Cost Trend Rate Sensitivity

1.0% Decrease
Discount rate
1.0% Increase

2024 2023
Rate Liability Rate Liability
4.75% decreasing to 3.50% S 42,525 5.00% decreasing to 3.50% S 42,028
5.75% decreasing to 4.50% S 48,560 6.00% decreasing to 4.50% S 47,604
6.75% decreasing to 5.50% S 55,744 7.00% decreasing to 5.50% S 54,233
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OPEB Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources Related to OPEB

In accordance with GASB 75, the University recorded $5,966 and $6,132 in OPEB expense for the fiscal
years ended June 30, 2024 and 2023, respectively. In addition, the University reported the following
deferred outflows of resources and deferred inflows of resources from the following sources:

Deferred Outflows of Resources and Deferred Inflows of Resources

2024
Deferred Deferred Deferred
outflows of inflows of inflows of
resources resources resources
Differences between expected and actual experience $ 3,522 S 185 228
Changes in assumptions 4,003 8,909 8,898
Total S 7,525 S 9,094 9,126

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will

be recognized in OPEB as expense as follows:

Net Deferred Outflows (Inflows) of Resources Recognized as Pension Expense or a Reduction in OPEB

Liability
Fiscal year Total
2025 S 176
2026 176
2027 176
2028 89
2029 (252)
After 2029 (1,934)
Net deferred inflows $ (1,569)

Additional information related to OPEB is presented in Required Supplementary Information (RSI) following

the Notes to the Financial Statements.
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14. Operating Expenses by Natural Classification

Operating expenses by natural classification for the year ended June 30, 2024, are summarized as follows:

Compensation Supplies Scholarships Depreciation and
Function and benefits and services and fellowships amortization Total
Instruction S 820,277 S 76,098 S 896,375
Research 671,392 380,567 1,051,959
Public service 223,987 126,029 350,016
Academic support 465,526 104,453 569,979
Student services 128,791 30,691 159,482
Institutional support 274,322 82,463 356,785
Operation and maintenance of plant 148,854 170,760 319,614
Scholarships and fellowships S 70,530 70,530
Depreciation and amortization S 258,080 258,080
Auxiliary enterprises 147,883 201,062 348,945
Other operating expense 12 12

S 2,881,032 S 1,172,135 S 70,530 S 258,080 S 4,381,777

Operating expenses by natural classification for the year ended June 30, 2023, are summarized as follows:

Compensation Supplies Scholarships Depreciation and
Function and benefits and services and fellowships amortization Total
Instruction S 763,560 S 68,231 S 831,791
Research 600,133 352,939 953,072
Public service 184,965 114,915 299,880
Academic support 400,152 92,930 493,082
Student services 113,004 30,824 143,828
Institutional support 234,071 71,804 305,875
Operation and maintenance of plant 117,939 162,736 280,675
Scholarships and fellowships S 64,370 64,370
Depreciation and amortization S 245,832 245,832
Auxiliary enterprises 126,366 191,777 318,143
Other operating expense 21 21

S 2,540,190 $ 1,086,177 S 64,370 S 245832 S 3,936,569

15. Subsequent Events

The University has evaluated subsequent events through the report date of this Annual Report and
determined that there have been no events that have occurred that would require adjustments to our
disclosures in the financial statements.

16. Component Units

The financial statements for the University includes its legally separate component units, as required under
GASB Statement No. 61, The Financial Reporting Entity: Omnibus—an amendment of GASB Statements No.

14 and No. 34 (GASB 61), its legally separate component units.
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Discretely Presented Component Units

The following tables report the University’s discretely presented component units in separate columns on

combining statements.

The Component Units’ Statements of Financial Position as of June 30, 2024 are as follows:

Assets
Cash and cash equivalents
Investments, substantially at fair market value
Accounts and other receivables
Property and equipment, net
Prepaids and other assets
Total assets

Liabilities
Accounts payable and accrued liabilities
Income beneficiaries payable
Investments held for custody of others
Long-term debt
Lease liabilities

Total liabilities

Net assets

Without donor restrictions

With donor restrictions
Total net assets

Total liabilities and net assets
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University of University of Total
Minnesota Minnesota component
Foundation Physicians units

S 38,234 S 42,691 S 80,925
4,513,863 54,886 4,568,749
295,708 201,343 497,051
73,226 9,409 82,635
4,238 11,209 15,447
4,925,269 319,538 5,244,807
42,749 235,103 277,852
35,286 35,286
450,529 450,529
42,191 42,191
2,807 9,100 11,907
573,562 244,203 817,765
252,843 75,335 328,178
4,098,864 4,098,864
4,351,707 75,335 4,427,042

S 4,925,269 S 319,538 S 5,244,807
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The Component Units’ Statements of Financial Position as of June 30, 2023 are as follows:

Assets
Cash and cash equivalents
Investments, substantially at fair market value
Accounts and other receivables
Property and equipment, net
Prepaids and other assets
Total assets

Liabilities
Accounts payable and accrued liabilities
Income beneficiaries payable
Investments held for custody of others
Long-term debt
Lease liabilities

Total liabilities

Net assets

Without donor restrictions

With donor restrictions
Total net assets

Total liabilities and net assets
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University of University of Total
Minnesota Minnesota component
Foundation Physicians units

S 35163 $ 119,659 $ 154,822
4,033,087 44,377 4,077,464
376,504 147,526 524,030
73,670 11,078 84,748
4,527 11,446 15,973
4,522,951 334,086 4,857,037
35,259 214,989 250,248
32,855 32,855
403,965 403,965
43,189 43,189
2,764 10,315 13,079
518,032 225,304 743,336
226,403 108,782 335,185
3,778,516 3,778,516
4,004,919 108,782 4,113,701

S 4,522,951 S 334,086 S 4,857,037
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The Component Units’ Statements of Activities as of June 30, 2024 are as follows:

University of University of Total
Minnesota Minnesota component
Foundation Physicians units
Change in net assets held without donor restrictions
Revenues
Contributions S 564 S 564
Contract revenue S 856,861 856,861
Patient service revenue 38,101 38,101
Investment income, net 9,672 2,308 11,980
Net realized and unrealized gains on investments 21,522 1,460 22,982
Loss on equity method investments (28,820) (28,820)
Changein value of trusts (33) (33)
Support services revenue 8,356 8,356
UMF - Real Estate Advisors rental revenue 6,063 6,063
University Gateway Corporation revenue 4,232 4,232
Other revenue 3,066 2,076 5,142
Other nonoperating revenues, net 3,675 3,675
Net assets released from restriction 345,353 345,353
Total revenues 398,795 875,661 1,274,456
Expenses
Program services
Distributions for University purposes 283,517 283,517
Health care services 848,209 848,209
Support services
Management and general 15,138 60,899 76,037
Promotion and development 44,903 44,903
UMF - Real Estate Advisors 21,293 21,293
University Gateway Corporation 7,504 7,504
Total expenses 372,355 909,108 1,281,463
Increase (decrease) in net assets held without donor restrictions 26,440 (33,447) (7,007)
Net assets held without donor restrictionss at beginning of year 226,403 108,782 335,185
Net assets held without donor restrictions at end of year S 252,843 § 75,335 S 328,178
Change in net assets held with donor restrictions
Revenues
Contributions S 243,960 S 243,960
Investment income, net 69,831 69,831
Net realized and unrealized gains on investments 346,324 346,324
Changein value of trusts 5,586 5,586
Net assets released from restriction (345,353) (345,353)
Increasein net assets held with donor restrictions 320,348 320,348
Net assets held with donor restrictions at beginning of year 3,778,516 3,778,516
Net assets held with donor restrictions at end of year S 4,098,864 S 4,098,864
Increase (decrease) in total net assets 346,788 (33,447) 313,341
Total net assets at beginning of year 4,004,919 108,782 4,113,701
Total net assets at end of year S 4,351,707 §$ 75,335 S 4,427,042
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The Component Units’ Statements of Activities as of June 30, 2023 are as follows:

University of University of Total
Minnesota Minnesota component
Foundation Physicians units
Change in net assets held without donor restrictions
Revenues
Contributions S 1,107 S 1,107
Contract revenue S 850,195 850,195
Patient service revenue 32,375 32,375
Investment income, net 5,155 1,243 6,398
Net realized and unrealized gains on investments 3,341 1,088 4,429
Loss on equity method investments (21,204) (21,204)
Changein value of trusts (286) (286)
Support services revenue 8,356 8,356
UMF - Real Estate Advisors rental revenue 6,347 6,347
University Gateway Corporation revenue 4,765 4,765
Other revenue 2,391 15,556 17,947
Other nonoperating revenues, net 3,675 3,675
Net assets released from restriction 301,014 301,014
Total revenues 332,190 882,928 1,215,118
Expenses
Program services
Distributions for University purposes 262,653 262,653
Health care services 804,410 804,410
Support services
Management and general 13,556 68,833 82,389
Promotion and development 41,726 41,726
UMF - Real Estate Advisors 7,160 7,160
University Gateway Corporation 7,030 7,030
Total expenses 332,125 873,243 1,205,368
Increase (decrease) in net assets held without donor restrictions 65 9,685 9,750
Net assets held without donor restrictions at beginning of year 226,338 99,097 325,435
Net assets held without donor restrictions at end of year S 226,403 S 108,782 S 335,185
Change in net assets Held with donor restrictions
Revenues
Contributions S 254,758 S 254,758
Investment income, net 36,395 36,395
Net realized and unrealized gains on investments 174,274 174,274
Changein value of trusts 4,031 4,031
Net assets released from restriction (301,014) (301,014)
Increase in net assets held with donor restrictions 168,444 168,444
Net assets held with donor restrictions at beginning of year 3,610,072 3,610,072
Net assets held with donor restrictions at end of year S 3,778,516 S 3,778,516
Increasein total net assets 168,509 9,685 178,194
Total net assets at beginning of year 3,836,410 99,097 3,935,507
Total net assets at end of year S 4,004,919 S 108,782 $ 4,113,701
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University of Minnesota Foundation

Based on significant balances reported in the University’s discretely presented component units’
Statements of Financial Position, note disclosures for investments and net assets with donor restrictions, as
reported in the separately issued financial statements of the University of Minnesota Foundation (UMF),

are presented below.

Investments

The UMF investments as of June 30 are summarized as follows:

2024
Traditional Alternate
structures structures Total
Cash and cash equivalents S 1,096,987 1,096,987
Fixed income 717,917 S 1,690,466 2,408,383
Global equity 920 36,803 37,723
Hedge funds 261,475 261,475
Natural resources 393 55,211 55,604
Real estate 23,539 23,539
Private equity 598,779 598,779
Other investments 5,710 5,710
Subtotal 1,816,217 2,671,983 4,488,200
Assets held in charitable trusts 24,552
Charitable gift annuities reported separately 1,111
Total 4,513,863
2023
Traditional Alternate
structures structures Total
Cash and cash equivalents S 917,670 917,670
Fixed income 740,242 S 1,439,507 2,179,749
Global equity 1,052 17,052 18,104
Hedge funds 23,693 205,774 229,467
Natural resources 1,937 60,155 62,092
Real estate 26,696 26,696
Private equity 572,493 572,493
Other investments 3,998 3,998
Subtotal 1,684,594 2,325,675 4,010,269
Assets held in charitable trusts 21,738
Charitable gift annuities reported separately 1,080
Total 4,033,087

Fixed income investments include high yield bonds, factored receivables, line of credit, bank loans,

mortgage, and related securitizations.
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Investments held in traditional structures represent those held directly by the UMF in custodial accounts
with financial institutions. Investments held in alternative structures include those held through interests in
collective trust funds, limited partnerships, commingled funds, and limited liability companies.

Net asset values provided by external investment managers for alternative structures include estimates,
appraisals, assumptions, and methods that are reviewed by management. It is possible that the redemption
rights may be restricted by the funds in the future in accordance with the underlying fund agreements.
Changes in market conditions and the economic environment may impact the net asset value of the funds
and, consequently, the fair value of the UMF’s interests in the funds. As of June 30, 2024 and 2023, the
UMF has $2,671,984 and $2,325,674 respectively, of investments in alternative structures which are
reported at net asset value as a practical expedient, except those reported as Level 3, investments held at
cost, investments held at the equity method and consolidated investments in Note 3 of the UMF’s annual
report. Although a secondary market exists for these investments, it is not active and individual
transactions are typically not observable. When transactions do occur in this limited secondary market,
they may occur at discounts to the reported net asset value. It is, therefore, reasonably possible that if the
UMF were to sell these investments in the secondary market, a buyer may require a discount to the
reported net asset value, and the discount could be significant.

Fair Value Measurements

The UMF follows an accounting standard that defines fair value, establishes a framework for measuring fair
value, establishes a fair value hierarchy based on the quality of inputs used to measure fair value, and
requires expanded disclosures about fair value measurements. In accordance with this standard, the UMF
has categorized its investments, based on the priority of the inputs to the valuation technique, into a three-
level fair value hierarchy. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and lowest priority to unobservable inputs
(Level 3 measurements).

The three levels of the fair value hierarchy are described below:

e Level 1: Inputs that utilize quoted prices (unadjusted) in active markets for identical assets or
liabilities that the organization has the ability to access.

e Level 2: Inputs that include quoted prices for similar assets and liabilities in active markets and
inputs that are observable for the asset or liability, either directly or indirectly, for substantially the
full term of the financial instrument. Fixed income securities are generally traded in the over-the-
counter market and are valued at a price that reflects fair value as quoted by dealers in these
securities or by an independent pricing service. These prices are based on observable market data
for the same or similar securities, including quoted prices in markets that are not active, or matrix
pricing or other similar techniques that use observable market inputs, such as benchmark yields,
expected prepayment speeds and volumes, and issuer ratings.

e Level 3: Inputs that are unobservable inputs for the asset or liability, including bankruptcy claims
and auction rate securities, which are typically based on an entity’s own assumptions, as there is
little, if any, related market activity.
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In instances where the determination of fair value measurement is based on inputs from different levels of
the fair value hierarchy, the level in the fair value hierarchy within which the entire fair value measurement
falls is based on the lowest level input that is significant to the fair value measurement in its entirety.

The following tables summarize the UMF’s financial assets and other liabilities measured at fair value on a
recurring basis as of June 30, 2024 and 2023:

2024
Fair value measurements using
Level 1 Level 2 Level 3 Total
Investments
Fixed income
Asset backed securities S 7,282 S 7,282
Mortgages S 1,399 23,936 25,335
Corporate bonds 5,302 5,302
Government 643,539 643,539
Large cap 5,509 30,027 35,536
Other 923 923
Global equity
Small cap 920 920
Hedge funds
Long/short non-equity
Natural resources 392 392
Total investments S 8,220 S 711,009 S 719,229
Cash and cash equivalents 1,096,988
Investmen'ts mea.sured atnetasset 1,365,087
value or its equivalent
Investments held at cost 66,050
Investments at equity method 150,460
Consolidated investments 1,090,387
Total investments and cash S 4,488,201
Gift annuities not categorized above S 822 S 289 S 1,111
Beneficial interest in perpetual trusts S 8,536 S 7,760 S 52,537 S 68,833
Assets held in charitable trusts S 24,552 S 24,552
Beneficial interestin trusts S 800 S 800
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2023

Fair value measurements using

Level 1 Level 2 Level 3 Total
Investments

Fixed income
Asset-backed securities S 8,335 S 8,335
Mortgages S 1,537 16,443 17,980
Corporate bonds 7,472 7,472
Government 694,451 694,451
Preferred stock 9,005 9,005
Other 3,000 3,000

Global equity
Small cap 1,052 1,052

Hedge funds
Long/short non-equity 23,693 S 1,353 25,046
Natural resources 1,936 1,936
Total investments S 37,223 S 729,701 S 1,353 S 768,277
Cash and cash equivalents 917,670
Investmen'ts meaéured atnetasset 1,211,713

value or its equivalent

Investments held at cost 48,819
Investments at equity method 161,920
Consolidated investments 901,870
Total investments and cash S 4,010,269
Gift annuities not categorized above S 774 S 306 S 1,080
Beneficial interestin perpetual trusts S 9,520 S 7,850 S 51,242 S 68,612
Assets held in charitable trusts S 21,738 S 21,738
Beneficial interestin trusts S 704 S 704

Assets held in charitable trusts consist of equities, bonds, and cash.

The following is a summarization of the Level 3 significant unobservable inputs:

Fair value Principal valuation Unobservable
Instrument 2024 2023 technique inputs
Auction rate securities S 1,353  Pricebased Weighted average transaction price
Beneficial interestin perpetual trusts S 52,537 S 51,242  FMV of trust investments Amount and timing of future
Beneficial interestin trusts S 800 S 704  Discounted cash flows Distributions discount rates duration

The changes in investments measured at fair value on a recurring basis included as Level 3 measurements
are summarized as follows for the years ended June 30:

Net realized
Beginning and Ending
balance at Investment unrealized balance at
July 1,2023 income gain (loss) Purchases Sales June 30, 2024
Hedge funds
Long/short non-equity S 1,353 S 45 S (50) S (1,348)
Total S 1,353 S 45 S (50) S (1,348)
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Net realized

Beginning and Ending
balance at Investment unrealized balance at
July 1,2022 income gain (loss) Purchases Sales June 30,2023
Hedge funds
Long/short non-equity S 1,373 S 95 S (20) S (95) S 1,353
Total $ 1373 ¢ 95 § (20) ¢ (95) $ 1,353

The changes in other investments or financial assets measured at fair value on a recurring basis included as
Level 3 measurements are summarized as follows:

Change in
Beginning carrying Ending
balance at value balance at
July 1,2023 of trusts June 30, 2024
Beneficial interestin trusts S 704 S 96 $ 800
Beneficial interestin perpetual trusts  $ 51,242 $ 1,295 S 52,537
Change in
Beginning carrying Ending
balance at value balance at
July 1, 2022 of trusts June 30, 2023
Beneficial interestin trusts S 702 S 2 S 704
Beneficial interest in perpetual trusts  $ 54,267 S (3,025) $ 51,242

The following is a summary of the investments whose net asset value approximates fair value and the
related unfunded commitments and redemption restrictions associated with each major category at June
30:

2024
Net Unfunded Redemption Redemption
asset value commitments frequency notice period
Alternative investments
Fixed income S 397,369 S 238,633 Noneor quarterly None or 60 days
Global equity 23,003 None or daily to None or 0-60 days
quarterly
Hedge funds 261,475 None or monthly to None or 0-90 days
quarterly
Natural resources 55,212 3,764 None None
Real estate 23,539 8,950 None None
Private equity 598,779 121,654 None None
Other investments 5,710 None None
Total S 1,365,087 S 373,001
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2023

Net Unfunded Redemption Redemption
asset value commitments frequency notice period
Alternative investments
Fixed income S 340,870 S 299,641 Noneor quarterly None or 60 days
. N daily t
Global equity 3,252 one or datly fo None or 0-60 days
quarterly
Hedge funds 204,422 None or monthly to None or 0-90 days
quarterly
Natural resources 60,155 4,186 None None
Real estate 26,696 9,360 None None
Private equity 572,321 135,856 None None
Other investments 3,997 None None
Total S 1,211,713 S 449,043

The UMF’s alternative investments which are redeemable at net asset value under the original terms of the
partnership agreements and/or subscription agreements and operations of the underlying funds may be
restricted or eliminated by the funds in the future in accordance with the underlying fund agreements. Due
to the nature of the investments held by the funds, changes in market conditions and the economic
environment may significantly impact the net asset value of the funds and, consequently, the fair value of
the UMF’s interest in the funds.

Investment Commitments

As of June 30, 2024, the UMF also had unfunded commitments for investments held at cost of $142,603,
unfunded commitments for investments at equity method of $159,412, and unfunded commitments for
consolidated investments of $677,296.

The UMF had unfunded commitment for investments held as of June 30, 2023, which are allowed to be
cancelled by the UMF. This was approximately $1,000,000 and is included in the commitment disclosure
above. In addition to the unfunded commitments noted above, the UMF has entered into investment
commitments of $160,500 since June 30, 2024, which are expected to be paid within one year.

Net Assets

Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence of
donor-imposed restrictions. Net assets of the UMF and changes therein are classified into the following two
categories:

e Net Assets without Donor Restrictions: Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. The governing board has designated, from net
assets without donor restrictions, net assets for a board-designated endowment.

e Net Assets with Donor Restrictions: Net assets subject to donor-imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that will be met by the passage of time
or other events specified by the donor. Other donor-imposed restrictions are perpetual in nature,
where the donor stipulates that resources be maintained in perpetuity. Gifts of long-lived assets and
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gifts of cash restricted for the acquisition of long-lived assets are recognized as restricted revenue
when received and released from restrictions when the assets are placed in service. Donor-imposed
restrictions are released when a restriction expires, that is, when the stipulated time has elapsed,
when the stipulated purpose for which the resource was restricted has been fulfilled, or both.

Net Assets with Donor Restrictions

Net assets with donor restrictions as of June 30 are restricted for the following purposes:

2024 2023
Gifts and other unexpended revenues and gains available S 1,389,863 S 1,334,218

Endowments - original donor-restricted gift amount and amounts required to be

L . . 1,591,588 1,549,126
maintained in perpetuity

Endowments - subject to foundation endowment spending policy and appropriation 1,016,243 822,081
Total endowments S 2,607,831 S 2,371,207
Not subject to spending policy or appropriation 101,170 73,091
Total net assets with donor restrictions S 4,098,864 S 3,778,516

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or
by occurrence of the passage of time or other events specified by the donors as follows for the years ended
June 30:

2024 2023
Capital improvement/facilities S 15,679 $ 22,321
Faculty and staff support 6,525 4,617
Scholarships and fellowships 74,458 68,971
Lectureships, professorships, and chairs 41,896 39,285
Program support 133,894 101,939
Research and outreach/community engagement 52,793 52,003
Other 20,108 11,878
Total net assets released from donor restrictions S 345,353 S 301,014

University of Minnesota Physicians

Based on significant balances reported in the University’s discretely presented component units’ Statement
of Financial Position and Statement of Activity, certain note disclosures for revenue recognition (contract
revenue) and significant customer concentration, as reported in the separately issued financial statements
of the UMP, are presented below.

Revenue Recognition — Contract Revenue
UMPs primary source of revenue is provided by a Master Professional and Related Services Agreement
(MPSA) with Fairview. UMP recognizes MPSA and other contract revenue at the amount that reflects the

consideration to which UMP expects to be entitled in exchange for providing physicians, advanced practice
providers, and other staff.

82

Page 85 of

161



Significant Customer Concentration

UMP employs or has contracts with Medical School faculty members whose primary practice site is in
clinics located at University of Minnesota Medical Center, Fairview. UMP has entered into an agreement
with Fairview that provides, among other things, that the primary clinical site for UMP shall be the
University of Minnesota Medical Center, including specialty clinics, and that Fairview will maintain the
University of Minnesota Medical Center facility in accordance with specified standards.

In addition, UMP and Fairview entered into a management services agreement pursuant to which UMP
agreed to manage the Fairview owned outpatient specialty clinics located at the University of Minnesota
Medical Center. Additional service agreements provide for medical direction, professional laboratory and
pathology services, and other purchased services.

Contract revenue recorded by UMP, and included in contract revenue, under these agreements was
$772,794 and $729,892 for 2024 and 2023, respectively. Accounts receivable from Fairview, and included in
contract receivables, was $166,060 and $75,022 at June 30, 2024 and 2023, respectively.

Blended Component Unit

The University has component units that provide services entirely for the University’s own benefit. GASB 61
requires blended presentation—combining the component units and University financial information

together, displayed as one entity. The University has six blended component units. Except as noted below,
the component units are immaterial to the financial statements.
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Condensed statements of net position; statements of revenues, expenses, and changes in net position; and
statements of cash flows for fiscal years ended June 30, 2024 and 2023 for the University’s significant

blended component unit, RUMINCO are as follows:

Condensed statements of net position 2024 2023
Current assets S 73,433 S 811
Noncurrent assets 8,054 70,933
Total assets 81,487 71,744
Deferred outflows of resources

Total assets & deferred outflows of resources 81,487 71,744
Current liabilities 5,164 3,612
Noncurrent liabilities 2,485 2,565
Total liabilities 7,649 6,177
Deferred inflows of resources

Total liabilities & deferred inflows of resources 7,649 6,177
Unrestricted net position S 73,838 S 65,567
Condensed statements of revenues, expenses, and changes in net position 2024 2023
Operating revenues:

Net underwriting income S 1958 S 3,427
Operating expenses 2,531 1,859
Operating income, net (573) 1,568
Nonoperating revenues:

Investment income (loss), net 8,844 7,359
Other revenues:
Capital contributions
Increasein net position 8,271 8,927
Net position at beginning of year 65,567 56,640

Net position at end of year

$ 73,838 S 65,567

Condensed statements of cash flows 2024 2023
Net cash provided (used) by:

Operating activities S 2,752 $ 2,564

Noncapital financing activities

Investing activities (2,833) (2,501)
Net (decrease) increasein cash (81) 63
Cash at beginning of year 89 26
Cash at end of year S 8 S 89
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Required Supplementary Information (RSI) (Unaudited)
Years ended June 30, 2024 and 2023 (in thousands)

Other Postemployment Benefits (OPEB)

Schedule of Employer’s Contributions

Contributions as a

University's covered- percentage of covered-
Year ended OPEB liability employee payroll employee payroll
June 30 (a) (b) (c)=a/b
2024 S 48,560 S 1,720,399 2.82%
2023 S 47,604 S 1,654,230 2.88%
2022 S 51,399 S 1,520,185 3.38%
2021 S 54,111 S 1,461,717 3.70%
2020 S 46,686 S 1,485,066 3.14%
2019 S 40,283 S 1,427,948 2.82%
2018 S 34,936 S 1,439,621 2.43%
2017 S 32,461 S 1,384,251 2.35%
2016 S 32,447 S 1,350,645 2.40%

This schedule is intended to show information for 10 years. Additional years will be

displayed as they become available.

Schedule of Changes in Total OPEB Liability

Total OPEB liability at June 30 2024 2023 2022 2021 2020 2019 2018 2017 2016
Service cost $ 3992 $ 4054 $ 4700 $ 4571 $ 3682 $ 35870 $ 3763 $ 3,446 S 2,961
Interest 1,798 1,888 1,227 1,098 1,496 1,361 1,202 973 1,150
Differences between expected and 1,121 (69) 297 3,024 1,148 (344) 2,596 (281) 3,374
actual experience
Changes of actuarial assumptions (1,258)  (5368)  (5,183) 1,940 3,683 2,879 (120) 1,023 1,674
or other inputs
Benefit payments (4,697)  (4300)  (3,753)  (3,208)  (3,606)  (2,419)  (4,966)  (5,147)  (5,794)

Increase (decrease) in OPEB liability 956 (3,795)  (2,712) 7,425 6,403 5,347 2,475 14 3,365

Total OPEB liability—beginning 47,604 51399 54111 46,686 40,283 34,936 32,461 32,447 29,082

Total OPEB liability—ending S 48,560 S 47,

604 S

51,399 S 54,111 S 46,686 S 40,283 S 34936 S 32,461 S 32,447

This schedule is intended to show information for 10 years. Additional years will be displayed as they become available.

Notes to Required Supplementary Information

No assets are accumulated in a trust that meets the criteria prescribed in GASB Statement No. 75 (GASB
75), Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.

Changes of benefit terms:

2024 — The Health Savings Account (HSA) for retiree contributions was updated to $4,150 single and
$8,300 family; the HAS in-network deductible limit was increased from $1,500 for single and

$3,000 for family coverage to $1,600 for single and $3,200 for family coverage.

2023 — The Health Savings Account (HSA) for retiree contributions was updated to $3,850 single and

$7,750 family.

2022 — The Health Savings Account (HSA) for retiree contributions was updated to $3,650 single and
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$7,300 family.

2021 — The Health Savings Account (HSA) for retiree contributions was updated to $3,600 single and

$7,200 family.

2020 — The Health Savings Account (HSA) for retiree contributions was updated from $3,500 single

and $7,000 family to $3,550 single and $7,100 family; HealthPartners dental option was
eliminated.

Changes of assumptions:

2024 — Discount rate updated to 3.93 percent.
2023 — Discount rate updated to 3.65 percent.
2022 — Discount rate updated to 3.54 percent.
2021 - Discount rate updated to 2.15 percent.
2020 — Discount rate updated to 2.21 percent.
2019 — Discount rate updated to 3.50 percent; mortality updated to PubT-2010.H for Faculty and

PubG-2010.H for all others.

2018 — Actuarial cost method: entry age normal level percent of pay; discount rate updated to

3.62 percent; inflation updated to 2.75 percent; salary increases updated to 4.00 percent
average including inflation; mortality RP-2014 rolled back to 2006 and projected by modified
2016 scale; experience applied fiscal year 2015 — 2017.

2017 — Investment rate of return updated to 3.228 percent; healthcare cost trend initial rate

updated to 7.00 percent; healthcare cost trend second year rate updated to 6.80 percent.

2016 — Actuarial cost method: entry age; amortization method: level dollar, open group;

remaining amortization period 20 years; investment rate of return 3.325 percent; projected
payroll growth 4.00 percent; inflation rate: 3.00 percent; healthcare cost trend initial rate
7.50 percent; healthcare cost trend second year rate 7.30 percent; healthcare cost trend
ultimate rate 5.00 percent and year ultimate rate reached 2050.

Schedules of the Employer’s Share of Net Pension Liability

Public Employee Police and Fire Fund (PEPFF)

University's proportionate

University's University's proportionate share of the net pension Plan fiduciary net position
proportion of the net share of the net pension University's covered- liability as a percentage of its as a percentage of the total
Measurement pension liability liability employee payroll covered payroll pension liability
date (a) (b) (c) (d) = (b)/(c) (e)
6/30/2023 0.711% S 12,275 $ 9,334 131.508% 86.47%
6/30/2022 0.677% S 29,443 S 8,219 358.231% 70.53%
6/30/2021 0.624% S 4,814 $ 7,370 65.319% 93.66%
6/30/2020 0.635% S 8,371 $ 7,015 119.330% 87.19%
6/30/2019 0.652% S 6,939 $ 6,723 103.213% 89.26%
6/30/2018 0.597% S 6,367 $ 6,295 101.144% 88.84%
6/30/2017 0.589% S 7,952 $ 6,046 131.525% 85.43%
6/30/2016 0.604% $ 24,240 $ 5,818 416.638% 63.88%
6/30/2015 0.613% S 6,965 S 5,781 120.481% 86.61%
6/30/2014 0.608% S 6,567 $ 5,255 124.967% 87.07%
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State Employees Retirement Fund (SERF)

University's proportionate

University's University's proportionate share of the net pension Plan fiduciary net position
proportion of the net share of the net pension University's covered- liability as a percentage of its as a percentage of the total
Measurement pension liability liability employee payroll covered payroll pension liability
date (a) (b) (c) (d) = (b)/(c) (e)

6/30/2023 13.349% S 128,257 S 485,133 26.437% 94.54%
6/30/2022 13.124% S 215,664 S 446,644 48.285% 90.60%
6/30/2021 13.136% S 10,709 S 433,670 2.469% 99.53%
6/30/2020 13.970% S 185,543 S 455,886 40.699% 91.25%
6/30/2019 14.200% S 199,773 S 442,079 45.189% 90.73%
6/30/2018 14.648% S 203,027 S 437,428 46.414% 90.56%
6/30/2017 14.906% $ 1,105,713 S 428,771 257.880% 62.73%
6/30/2016 15.200% $ 1,884,630 $ 417,703 451.189% 47.51%
6/30/2015 15.424% S 237,436 S 451,306 52.611% 88.32%
6/30/2014 16.031% S 259,954 S 410,364 63.347% 87.64%

Notes to Required Supplementary Information

Changes of benefit terms:

Public Employee Police and Fire Fund (PEPFF)

2023 — Vesting requirement for new hires after June 30, 2014 updated from graded 20-year vesting

schedule to a graded 10-year vesting schedule, with 50 percent vesting after five years up to
100 percent after 10 years. A one-time, non-compounding benefit increase of 3.00 percent
payable in a lump sum for calendar year 2024 by March, 31, 2024; additional one-time direct
state aid contribution of $19.4 million contributed to the Plan on October 1, 2023; effective
July 1, 2023 psychological treatment is required prior to approval for a duty disability benefit
for a psychological condition relating to the member’s occupation; effective July 1, 2023
total and permanent duty disability benefit was increased.

2022 — No changes to benefit terms.
2021 — No changes to benefit terms.
2020 — No changes to benefit terms.
2019 — No changes to benefit terms.
2018 — Annual increases changed to 1.00 percent for all years with no trigger; an end date of July 1,

2048 was added to the existing $9 million state contribution; new annual state aid will equal
$4.5 million in fiscal years 2019 and 2020, and $9 million thereafter until the plan reaches
100 percent funding, or July 1, 2048, if earlier; member contributions changed to 11.3
percent of pay effective January 1, 2019 and 11.8 percent of pay effective January 1, 2020;
employer contributions were changed to 16.95 percent of pay effective January 1, 2019 and
17.7 percent of pay, effective January 1, 2020; interest credit on member contributions
decreased from 4.0 percent to 3.0 percent effective July 1, 2018; deferred augmentation was
changed to 0.0 percent effective January 1, 2019 and augmentation that has already accrued
for deferred members still applies; actuarial equivalent factors were updated to reflect
revised mortality and interest assumptions.

2017 — No changes to benefit terms.
2016 — No changes to benefit terms.
2015 — Annual increase to be paid after attainment of the 90 percent funding threshold was
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changed from inflation up to 2.5 percent to a fixed rate of 2.5 percent.

2014 — Effective January 1, 2015 member contributions increased from 10.20 percent to 10.80
percent and employer contributions increased from 15.30 percent to 16.20 percent. State of
Minnesota required to begin contributing $9 million to the fund annually in fiscal year 2014
and continues until the fund is 90 percent funded or the State Patrol Plan, administered by
the Minnesota State Retirement System, is 90 percent funded, which occurs later.

State Employees Retirement Fund (SERF)

2023 — Effective July 1, 2023 member contribution rate changed to 5.50 percent of pay for two
years; a one-time direct state aid contribution of $76.4 million contributed to the plan on
October 1, 2023; eliminated benefit increase delay for early retirements on or after January
1, 2024; a 1.00 percent one-time, non-compounding benefit increase payable in a lump sum
by March 31, 2024; updated vesting period from five years to three years for members hired
after June 30, 2010.

2022 — No changes to benefit terms.

2021 — No changes to benefit terms.

2020 — No changes to benefit terms.

2019 — No changes in benefit terms.

2018 — Effective July 1, 2018 member contributions increased to 5.75 percent of pay, then to 6.00
percent of pay effective July 1, 2019; effective July 1, 2018 employer contributions increased
to 5.875 percent of pay, then to 6.25 percent effective July 1, 2019; effective July 1, 2018
interest credited on member contributions decreased from 4.0 percent to 3.0 percent;
effective January 1, 2019, deferred augmentation was changed from 0.0 percent for future
accruing benefit; contribution stabilizer provisions were repealed; post-retirement benefit
increases changed to a fixed rate of 1.0 percent for five years beginning January 1, 2019 and
1.5 percent per year thereafter; augmentation adjustment in early retirement factors
eliminated over a five year period beginning July 1, 2019 resulting in actuarial equivalence
after June 30, 2024; the first benefit increase is delayed until the retiree reaches normal
retirement age for retirements on or after January 1, 2024.

2017 — Effective January 1, 2017, actuarial equivalent factors updated to reflect current mortality
and interest assumptions.

2016 — No changes in benefit terms.

2015 — Contribution stabilizer statutes were revised to make contribution rate changes less
prescriptive and more flexible; effective July 1, 2015, if 2.5 percent post-retirement benefit
increase is triggered and the funded ratio subsequently drops below 80.0 percent for the
most recent valuation year or 85.0 percent for two consecutive years, the post-retirement
benefit increase will change to 2.0 percent until the plan again reaches 90.0 percent funded
ratio for two consecutive years.

2014 — Effective July 1, 2014 member and employer contribution rates increased from 5.0 percent
to 5.5 percent of pay; funded ratio threshold that must be met to pay 2.5 percent post-
retirement benefit increase to benefit recipients changed from 90.0 percent for one year to
90.0 percent for two consecutive years.
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Changes of

assumptions:

Public Employee Police and Fire Fund (PEPFF)

2023 -

2022 -

2021 -

2020 -

2019 -
2018 -
2017 -

2016 -

Long-term expected rate of return and discount rate updated to 7.00 percent; 20-year
municipal bond rate updated to 3.86 percent.

Discount rate updated to 5.40 percent; 20-year municipal bond rate update to 3.69 percent;
mortality updated to Pub-2010 Mortality Tables using projection scale MP-2021.

Long-term expected rate of return and discount rate updated to 6.50 percent; 20-year
municipal bond rate updated to 1.92 percent; inflation updated to 2.25 percent; payroll
growth updated to 3.00 percent; experience study updated to 2015 — 2019; mortality
updated to Pub-2010 Mortality Tables using projection scale MP-2020; assumed rates of
salary increase were modified as recommended in July 14, 2020 experience study and the
overall impact is a decrease in gross salary increase rates; assumed rates of retirement were
changed as recommended in July 14, 2020 experience study resulting in slightly more
unreduced retirements and fewer assumed early retirements; assumed rates of withdrawal
were changed from select and ultimate rates to service-based rates resulting in more
assumed terminations; assumed rates of disability were increased for ages 25 to 44 and
decreased for ages over 49 resulting in more projected disabilities; assumed percent married
for active female members was changed from 60 percent to 70 percent and minor changes
to form of payment assumptions were applied.

20-year municipal bond rate updated to 2.45 percent; mortality updated to RP-2014
Mortality Tables projected with mortality improvement scale MP-2019 from a base year of
2006.

20-year municipal bond rate updated to 3.13 percent; mortality updated to MP-2018.
20-year municipal bond rate updated to 3.62 percent; mortality updated to MP-2017.
Discount rate updated to 7.50 percent; 20-year municipal bond rate updated to 3.56
percent; experience study updated to 2016; mortality updated to RP-2014 fully generational
table (with a base year of 2006), with male rates adjusted by a factor of 0.96 and mortality
improvement scale was changed from Scale AA to Scale MP-2016; the base mortality table
for disabled annuitants was changed from RP-2000 disabled mortality table to the mortality
tables assumed for healthy retirees; assumed termination rates decreased to 3.0 percent for
the first three years of service and rates beyond the select period of three years were
adjusted, resulting in more expected terminations overall; assumed percentage of married
female members decreased from 65 percent to 60 percent; assumed age difference was
changed from separate assumptions for male members (wives assumed to be three years
younger) and female members (husbands assumed to be four years older) to the assumption
that males are two years older than females; assumed percentage of female members
electing joint and survivor annuities was increased; assumed salary increases changed as
recommended in June 30, 2016 experience study and net effect is proposed rates average
0.34 percent lower than previous rates; assumed rates of retirement changed resulting in
fewer retirements; Combined Service Annuity (CSA) load was 30 percent for vested and non-
vested, deferred members; CSA has been changed to 33 percent for vested members and 2
percent for non-vested members; assumed annual benefit increase rate was changed from
1.00 percent for all years to 1.00 percent per year through 2064 and 2.50% thereafter.
Long-term expected rate of return updated to 7.50 percent; discount rate updated to 5.60
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percent; 20-year municipal bond rate updated to 2.85 percent; inflation updated to 2.50
percent; payroll growth updated to 3.25 percent; assumed annual benefit increase rate was
changed to 1.0 percent per year for all future years.

2015 — 20-year municipal bond rate updated to 3.80 percent; assumed annual benefit increase rate
changed from 1.00 percent per year through 2030 and 2.50 percent each year thereafter to
1.00 percent per year through 2037 and 2.50 percent thereafter.

2014 — Long-term expected rate of return 7.90 percent; discount rate: 7.90 percent; 20-year
municipal bond rate 4.29 percent; inflation 2.75 percent; payroll growth 3.50 percent;
experience study 2010; Actuarial Cost Method: entry age normal; Asset Valuation Method:
5-year smoothed market; salary increases: service related rates; mortality: RP-2000
Generational Mortality Tables.

State Employees Retirement Fund (SERF)

2023 — Long-term expected rate of return and discount rate updated to 7.00 percent; 20-year
municipal bond rate updated to 3.86 percent; experience study updated to 2018-2022.

2022 — Long-term expected rate of return and discount rate updated to 6.75 percent; 20-year
municipal bond rate updated to 3.69 percent.

2021 - Long-term expected rate of return and discount rate updated to 6.50 percent; 20-year
municipal bond rate updated to 1.92 percent.

2020 — 20-year municipal bond rate updated to 2.45 percent; inflation updated to 2.25 percent;
payroll growth updated to 3.00 percent; assumed salary increase rates changed resulting in
proposed rates that average 0.25 percent less than previous rates; assumed rates of
retirement changed, resulting in more unreduced (normal) retirements, fewer Rule of 90
retirements and fewer early retirements; assumed rates of termination changed, resulting in
new rates which are generally lower than the previous rates for years 1 to 5 and slightly
higher thereafter; assumed rates of disability changed, resulting in fewer predicted disability
retirements; mortality updated to Pub-2010 Mortality Tables using projection scale MP-
2018; the percent married assumption for female members was changed from 65 percent to
60 percent; assumed age difference was changed from three years younger for males to two
years younger; assumed number of married male new retirees electing 50 percent and 100
percent joint and survivor options changed from 15 percent to 10 percent and from 30
percent to 65 percent, respectively; assumed number of married female new retirees
electing 100 percent joint and survivor option changed from 30 percent to 40 percent. The
corresponding number of married new retirees electing the Life annuity option was adjusted
accordingly.

2019 — 20-year municipal bond rate updated to 3.13 percent.

2018 — Discount rate updated to 7.50 percent; 20-year municipal bond rate updated to 3.62
percent.

2017 — Discount rate updated to 5.42 percent; 20-year municipal bond rate updated to 3.56
percent; combined service annuity loads were changed from 1.2 percent for active members
and 40.0 percent for deferred members, to 0.0 percent for active members, 4.0 percent for
vested deferred members, and 5.0 percent for non-vested members.

2016 — Long-term expected rate of return updated to 7.50 percent; discount rate updated to 4.17
percent; 20-year municipal bond rate updated to 2.85 percent; inflation updated to 2.50
percent; payroll growth updated to 3.25 percent; mortality updated to RP-2014 Mortality
tables projected with mortality improvement scale MP-2015 from a base year of 2014;
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assumed salary increase rates changed to rates that average 0.2 percent greater than
previous rates; assumed rates of retirement were changed, resulting in fewer unreduced
retirements and fewer Rule of 90 retirements; distinct rates for reduced (Early) retirements
were adopted for members hired prior to July 1, 1989 and members hired after June 30,
1989; assumed rates of termination were changed, with new rates generally greater than
previous rates for years 3 through 9 and less than the previous rates after 15 years; assumed
rates of disability for females were reduced to 75.0 percent of previous rates; rates for male
members were lower by utilizing the same disability rates for females; percent married
assumption was changed from 85 percent of active male members and 70 percent of female
members to 80 percent active male members to 65 percent of active female members;
assumed number of married male new retirees electing the 75 percent joint and survivor
option changed from 10 percent to 15 percent; assumed number of married female new
retirees electing 75 percent and 100 percent joint and survivor option changed from 0
percent to 10 percent and from 25 percent to 30 percent, respectively; corresponding
number of married new retirees electing the Life annuity option was adjusted accordingly;
assumed post-retirement benefit increase rate was changed from 2.0 percent per year
through 2043 and 2.5 percent per year thereafter, to 2.0 percent per year for all future
years.

2015 — 20-year municipal bond rate updated to 3.80 percent; experience study updated to 2008 —
2014; assumed post-retirement benefit increase rate was changed from 2.0 percent per year
through 2015 and 2.5 percent per year thereafter, to 2.0 percent per year through 2043 and
2.5 percent per year thereafter.

2014 — Long-term expected rate of return and discount rate: 7.90 percent; 20-year municipal bond
rate 4.29 percent, inflation: 2.75 percent; payroll growth: 3.50 percent; experience study
2004 - 2008; Actuarial Cost Method: entry age normal; Asset Valuation Method: Fair value;
salary increases: service related rates; Mortality: RP-2000 Generational Mortality Tables;
assumed post-retirement benefit increase rate was changed from 2.0 percent per year
indefinitely, to 2.0 percent per year through 2015 and 2.5 percent per year thereafter.
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Pensions
Schedules of Employer’s Contributions — Last 10 Years

Public Employee Police and Fire Fund (PEPFF)

Contributions in relation Contribution Contributions as a
Contractually required to the contractually deficiency University's covered- percentage of covered-

Year ended contribution required contribution (excess) employee payroll employee payroll
June 30 (a) (b) (c)=a-b (d) (e)=b/d
2024 S 1,951 S 1,951 S 11,025 17.70%
2023 S 1,652 S 1,652 S 9,334 17.70%
2022 S 1,455 S 1,455 S 8,219 17.70%
2021 S 1,305 S 1,305 S 7,370 17.70%
2020 S 1,242 S 1,242 S 7,015 17.70%
2019 S 1,140 S 1,140 S 6,723 16.95%
2018 S 1,020 S 1,020 S 6,295 16.20%
2017 S 979 S 979 S 6,046 16.20%
2016 S 943 S 943 S 5,818 16.20%
2015 S 885 S 885 S 5,781 15.30%

State Employees Retirement Fund (SERF)

Contributions in relation Contribution Contributions as a
Contractually required to the contractually deficiency University's covered- percentage of covered-
Year ended contribution required contribution (excess) employee payroll employee payroll
June 30 (a) (b) (c)=a-b (d) (e)=b/d
2024 S 33,078 S 33,078 S 529,248 6.25%
2023 S 30,321 S 30,321 S 485,133 6.25%
2022 S 27,915 S 27,915 S 446,644 6.25%
2021 S 27,104 S 27,104 S 433,670 6.25%
2020 S 28,493 S 28,493 S 455,886 6.25%
2019 S 25,972 S 25,972 S 442,079 5.88%
2018 S 24,059 S 24,059 S 437,428 5.50%
2017 S 23,582 S 23,582 S 428,771 5.50%
2016 S 22,974 S 22,974 S 417,703 5.50%
2015 S 22,565 S 22,565 S 451,306 5.00%
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University of Minnesota

Statements of Net Position by Campus
As of June 30, 2024 (in thousands)
(Unaudited)

Crookston Duluth Morris Rochester  Twin Cities Total
Assets
Current assets
Cash and cash equivalents S 3,940 $ 57,512 S 10,495 $ 13,879 $ 406,256 S 492,082
Short-term investments 434,152 434,152
Receivables, net 2,666 10,918 1,696 221 483,044 498,545
Lease receivables 71 6,733 6,804
Inventories 217 2,309 33 20,940 23,499
Student loans receivable, net 29 654 55 6,326 7,064
Prepaid expenses 9 564 55 21,939 22,567
Other assets 32 32
Total current assets 6,861 72,028 12,334 14,100 1,379,422 1,484,745
Noncurrent assets
Restricted cash and cash equivalents 132,166 132,166
Restricted investments 288,258 288,258
Investments 5,002 170,255 7,130 2,954,879 3,137,266
Receivables, net 26,372 26,372
Lease receivables 344 282,642 282,986
Student loan receivables, net 64 1,892 125 35,260 37,341
Prepaid expenses 4 5,139 5,143
Other assets 1,961 1,961
Capital assets, net 37,833 198,696 38,104 88,382 2,962,142 3,325,157
Total noncurrent assets 42,899 371,191 45,359 88,382 6,688,819 7,236,650
Total assets 49,760 443,219 57,693 102,482 8,068,241 8,721,395
Deferred outflows of resources 183,302 183,302
Liabilities
Current liabilities
Accounts payable 5,861 22,391 4,492 1,711 191,839 226,294
Accrued liabilities and other 1,359 9,350 1,720 514 305,253 318,196
Unearned income 850 3,948 191 147 56,992 62,128
Long-term debt 286,638 286,638
Lease liabilities 441 653 4 6,203 14,102 21,403
Subscription liabilities, including accrued interest 8,266 8,266
Total current liabilities 8,511 36,342 6,407 8,575 863,090 922,925
Noncurrent liabilities
Accrued liabilities and other 214 3,573 358 350 262,175 266,670
Unearned income 6,061 6,061
Long-term debt 1,558,038 1,558,038
Lease liabilities 32 5,201 66,145 127,666 199,044
Subscription liabilities, including accrued interest 14,339 14,339
Total noncurrent liabilities 246 8,774 358 66,495 1,968,279 2,044,152
Total liabilities 8,757 45,116 6,765 75,070 2,831,369 2,967,077
Deferred inflows of resources 393 456,379 456,772
Net position
Unrestricted (2,282) 80,913 (2,421) 24,073 1,514,128 1,614,411
Restricted
Expendable 8,154 78,954 10,441 3,939 1,831,010 1,932,498
Nonexpendable 960 69,860 2,074 254,572 327,466
Net investment in capital assets 34,171 167,983 40,834 (600) 1,364,085 1,606,473
Total net position S 41,003 $ 397,710 S 50,928 $ 27,412 S 4,963,795 S 5,480,848
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University of Minnesota

Statements of Net Position by Campus
As of June 30, 2023 (in thousands)
(Unaudited)

Crookston Duluth Morris Rochester  Twin Cities Total
Assets
Current assets
Cash and cash equivalents S 4,079 $ 51,211 S 9,301 $ 19,443 S 460,476 S 544,510
Short-term investments 313,477 313,477
Receivables, net 2,446 8,034 1,448 341 460,592 472,861
Lease receivables, net 67 10,199 10,266
Inventories 146 2,329 39 20,304 22,818
Student loans receivable, net 36 744 64 6,212 7,056
Prepaid expenses 13 341 66 19,963 20,383
Other assets 31 31
Total current assets 6,720 62,726 10,918 19,784 1,291,254 1,391,402
Noncurrent assets
Restricted cash and cash equivalents 139,970 139,970
Restricted investments 353,686 353,686
Investments 5,161 170,816 7,173 2,881,016 3,064,166
Receivables, net 1,738 1,738
Lease receivables, net 414 336,897 337,311
Student loan receivables, net 125 2,758 220 38,276 41,379
Prepaid expenses 14 1 7,459 7,474
Other assets 2,136 2,136
Capital assets, net 40,239 196,338 40,441 63,351 2,974,909 3,315,278
Total noncurrent assets 45,525 370,340 47,835 63,351 6,736,087 7,263,138
Total assets 52,245 433,066 58,753 83,135 8,027,341 8,654,540
Deferred outflows of resources 224,875 224,875
Liabilities
Current liabilities
Accounts payable 3,865 15,128 3,448 1,343 112,813 136,597
Accrued liabilities and other 1,292 8,974 1,412 459 334,197 346,334
Unearned income 879 4,073 126 120 61,725 66,923
Long-term debt 347,086 347,086
Lease liabilities 462 584 4,140 13,115 18,301
Subscription liabilities, including accrued interest 8,899 8,899
Total current liabilities 6,498 28,759 4,986 6,062 877,835 924,140
Noncurrent liabilities
Accrued liabilities and other 269 4,297 423 332 365,666 370,987
Unearned income 6,421 6,421
Long-term debt 1,644,649 1,644,649
Lease liabilities 422 5,404 42,730 137,071 185,627
Subscription liabilities, including accrued interest 18,201 18,201
Total noncurrent liabilities 691 9,701 423 43,062 2,172,008 2,225,885
Total liabilities 7,189 38,460 5,409 49,124 3,049,843 3,150,025
Deferred inflows of resources 468 463,562 464,030
Net position
Unrestricted (1,595) 63,920 944 13,784 1,502,637 1,579,690
Restricted
Expendable 6,329 70,036 9,875 3,746 1,697,260 1,787,246
Nonexpendable 967 69,832 2,084 252,652 325,535
Net investment in capital assets 39,355 190,350 40,441 16,481 1,286,262 1,572,889
Total net position S 45056 S 394,138 S 53,344 S 34,011 $4,738,811 $5,265,360
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University of Minnesota

Statements of Revenues, Expenses, and Changes in Net Position by Campus
Year ended June 30, 2024 (in thousands)

(Unaudited)

Crookston Duluth Morris Rochester  Twin Cities Total
Revenues
Operating revenues
Student tuition and fees, net S 9,474 S 78,214 $ 4,072 $ 7,848 S 699,279 S 798,887
Federal grants and contracts 97 9,906 1,094 646,288 657,385
State and other government grants 437 7,412 207 111,605 119,661
Nongovernmental grants and contracts 388 3,119 189 527,811 531,507
Student loan interest income 1 12 3 400 416
Sales and services of educational activities, net 394 4,680 261 16 173,809 179,160
Auxiliary enterprises, net 4,916 40,994 5,702 5,042 462,030 518,684
Other operating revenues 3 45 66 114
Total operating revenues 15,707 144,340 11,573 12,906 2,621,288 2,805,814
Expenses
Operating expenses
Educational and general
Instruction 11,486 67,831 12,376 3,949 800,733 896,375
Research 325 23,539 586 976 1,026,533 1,051,959
Public service 1,115 7,461 1,690 33 339,717 350,016
Academic support 3,541 25,813 4,935 2,233 533,457 569,979
Student services 3,453 16,552 5,245 2,749 131,483 159,482
Institutional support 3,488 14,549 3,534 5,410 329,804 356,785
Operation and maintenance of plant 4,154 26,913 6,611 1,111 280,825 319,614
Scholarships and fellowships 799 3,737 1,396 4,031 60,567 70,530
Depreciation and amortization 2,753 11,981 2,876 8,251 232,219 258,080
Auxiliary enterprises 8,957 37,062 9,058 2,358 291,510 348,945
Other operating expenses, net 1 11 12
Total operating expenses 40,071 235,438 48,308 31,101 4,026,859 4,381,777
Operating loss (24,364) (91,098) (36,735) (18,195)  (1,405,571) (1,575,963)
Nonoperating revenues (expenses)
Federal appropriations 20,227 20,227
State appropriations 15,500 71,328 27,889 10,017 672,024 796,758
Grants 5,750 24,354 4,748 3,256 250,079 288,187
Gifts 1,875 7,993 1,728 459 279,305 291,360
Investment income, net 700 8,336 670 210 217,896 227,812
Interest on capital asset-related debt (16) (101) (3,004) (67,528) (70,649)
Other nonoperating revenues (expenses), net 275 798 455 (115) 150,976 152,389
Net nonoperating revenues 24,084 112,708 35,490 10,823 1,522,979 1,706,084
Income (loss) gain before other revenues (280) 21,610 (1,245) (7,372) 117,408 130,121
Capital appropriations 51,576 51,576
Capital grants and gifts 4 51 185 24,142 24,382
Additions to permanent endowments 2,394 5 7,010 9,409
Transfers 99 2,777 2,826 4,867 (10,569)
Other internal charges (3,876) (23,260) (4,187) (4,094) 35,417
Total other (expenses) revenues (3,773) (18,038) (1,171) 773 107,576 85,367
Increase (decrease) in net position (4,053) 3,572 (2,416) (6,599) 224,984 215,488
Net position at beginning of year 45,056 394,138 53,344 34,011 4,738,811 5,265,360
Net position at end of year S 41,003 $ 397,710 $ 50,928 S 27,412 S 4,963,795 S 5,480,848
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University of Minnesota

Statements of Revenues, Expenses, and Changes in Net Position by Campus

Year ended June 30, 2023 (in thousands)

(Unaudited)

Revenues

Operating revenues
Student tuition and fees, net
Federal grants and contracts

State and other government grants
Nongovernmental grants and contracts

Student loan interest income

Sales and services of educational activities, net

Auxiliary enterprises, net
Other operating revenues
Total operating revenues

Expenses
Operating expenses
Educational and general

Instruction
Research
Public service
Academic support
Student services
Institutional support

Operation and maintenance of plant
Scholarships and fellowships
Depreciation and amortization

Aucxiliary enterprises
Other operating expenses, net
Total operating expenses

Operating loss

Nonoperating revenues (expenses)

Federal appropriations

State appropriations

Grants

Gifts

Investment income, net

Interest on capital asset-related debt

Other nonoperating revenues (expenses), net
Net nonoperating revenues

Income (loss) gain before other revenues

Capital appropriations

Capital grants and gifts

Additions to permanent endowments
Transfers

Other internal charges

Total other (expenses) revenues

Increase in net position
Net position at beginning of year

Net position at end of year

Crookston Duluth Morris Rochester Twin Cities Total
S 8,203 S 81,315 $ 4,375 S 8,144 S 692,615 $ 794,652
163 8,782 1,447 18 601,142 611,552
303 5,814 212 6 111,159 117,494
372 2,966 213 14 523,573 527,138
4 25 7 141 177
394 4,408 190 62 162,903 167,957
4,759 40,961 5,401 3,038 440,131 494,290
4 47 126 177
14,198 144,275 11,892 11,282 2,531,790 2,713,437
10,183 68,362 11,939 3,720 737,587 831,791
251 20,375 547 1,106 930,793 953,072
1,067 7,551 1,823 2 289,437 299,880
3,288 24,384 4,225 3,799 457,386 493,082
2,837 15,555 5,376 2,418 117,642 143,828
3,259 14,285 3,361 5,665 279,305 305,875
4,965 28,076 6,578 192 240,864 280,675
592 3,045 1,368 4,107 55,258 64,370
2,814 12,309 2,932 5,883 221,894 245,832
8,010 35,872 8,182 (55) 266,134 318,143
2 2 17 21
37,268 229,814 46,333 26,837 3,596,317 3,936,569
(23,070) (85,539) (34,441) (15,555)  (1,064,527) (1,223,132)
18,541 18,541
13,536 57,320 25,723 9,557 610,205 716,341
4,542 22,067 4,344 3,198 226,254 260,405
1,565 7,442 1,603 466 252,629 263,705
1,036 16,225 972 207 91,389 109,829
(20) (99) (894) (68,302) (69,315)
6 69 161 (61) 9,280 9,455
20,665 103,024 32,803 12,473 1,139,996 1,308,961
(2,405) 17,485 (1,638) (3,082) 75,469 85,829
46,330 46,330
200 206 234 12,398 13,038
15 1,231 1,246
2,017 11,093 2,662 1,618 (17,390)
(3,122) (18,778) (3,678) (3,753) 29,331
(905) (7,479) (1,001) (1,901) 71,900 60,614
(3,310) 10,006 (2,639) (4,983) 147,369 146,443
48,366 384,132 55,983 38,994 4,591,442 5,118,917
S 45,056 S 394,138 $ 53,344 S 34,011 $ 4,738,811 $ 5,265,360
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Agenda

©2024 CliftonLarsonAllen LLP

Responsibilities Under Generally
Accepted Auditing Standards

Unique Audit Items

Results of the Financial Statement
Audit

Required Governance Communications



Responsibilities Under US Generally Accepted
Auditing Standards (GAAS)

2
h.A
Opinancial @ ° el_é_é

Reasonable assurance Risk-based audit:

w1
i)

. i i ) Our audit does not Opinion is not over
statements in free from material What 5 the risk of relieve management of internal controls;
conformlty‘W|th misstatement. Per material error due its responsibilities. opinion is over
U.S. GAAP in all standards, not to error, fraud, or financial
material respects. absolute assurance. noncompliance? statements.

Customized. Risk-based. Performed by Industry Professionals.

©2024 CliftonLarsonAllen LLP
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Risk Based Approach

Presumed Significant Risks:

Higher Inherent Risk:

Audit Plan Response:

©2024 CliftonLarsonAllen LLP

Management Override of Controls

Revenue Recognition

Valuation of Alternative Investments

Testing enhanced, including test of controls,
audit interviews, and additional testing.

No instances of management override, material
audit adjustments, or other matters noted.
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Unique Audit Items

CHANGES IN AUDIT STANDARDS

What changed

Auditing standards (SAS 143-145) were updated for evolving business environment

Effective for 2024 fiscal year-end audits

New requirements
Enhanced risk assessment and understanding of estimates

Deeper IT understanding; more inquiries; data requests and testing. Need to be
able to rely on the information from the University’s financial reporting information
systems.

Audit impact
More time evaluating controls; more use of IT specialists

Potential for additional recommendations

Greater impact on complex IT systems




AUDIT OPINIONS

Financial statements

Financial statement audit
opinion is unmodified

~m ©2024 CliftonLarsonAllen LLP

.
Financial Statement

Audit Rsults

4

B\
AUDIT OBSERVATIONS

Financial statements

No material audit
adjustments

No material weaknesses

No significant deficiencies



Required Governance Communications

Overall Estimates

GASB Statement No. 100
Implemented

Change in Reporting Entity: Fiduciary
Funds deemed immaterial; no longer
reported

Valuation of Alternative Investments

Liability, Deferred Outflows of Resources, and
Deferred Inflows of Resources related to
Single Employer OPEB Plan

We evaluated key factors and assumptions for
all estimates.

Difficulties

No difficulties encountered
: Other
No disagreements encountered
No other findings to report No material adjustments recorded
No passed adjustments

Management provided necessary
representations

©2024 CliftonLarsonAllen LLP
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Partnering with the University

Year-round
Partnership

165 full-time CLA
team members

that are U of MN

Standards
Implementation,
Industry Best
Practices

Trainings and
Webinars

CLA on Campus

Sponsorships,
career fairs and
business school

140 U of MN
interns over the
past 4 years

Carlson Employer
Advisory Council

Conferences and

Industry
Participation

Case Study
Competition

Alumni

©2024 CliftonLarsonAllen LLP

scholarships
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Thank You!

We appreciate the opportunity to serve you.
University team members were very cooperative
_ and helpful!
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BOARD OF REGENTS
DOCKET ITEM SUMMARY

Audit & Compliance December 12,2024
AGENDA ITEM: External Quality Assurance Review
Review Review + Action Action X | Discussion

D This is a report required by Board policy.

PRESENTERS: Quinn Gaalswyk, Chief Auditor
Sharon Kurek, Vice President for Audit, Risk, and Compliance & Chief Risk
Officer, Virginia Tech

PURPOSE & KEY POINTS

The purpose of this item is to discuss the results of the external quality assurance review (QAR) of
the University’s internal audit function. The external review team included audit executives from
four peer universities and was led by Sharon Kurek, Vice President for Audit, Risk, and Compliance
& Chief Risk Officer at Virginia Tech. The review was conducted from October 14-16, 2024.

The QAR found the University’s internal audit function "generally conforms" with Institute of
Internal Audit (IIA) standards. “Generally conforms” is the top rating and means that an internal
audit activity has a charter, policies, and processes that are judged to be in conformance with the
[1A standards. The report also notes strengths and key accomplishments since the last external
review as well as opportunities for enhancing the internal audit function.

BACKGROUND INFORMATION

Board of Regents Policy: Board Operations and Agenda Guidelines charges the committee with
oversight of the internal audit function. IIA’s standards for the Professional Practice of Internal
Auditing require that internal audit functions have a formal external quality assurance review
performed every five years and shared with the committee as part of functional oversight of the
internal audit function. In alignment with IIA processes, the Office of Internal Audit conducted a
self-assessment of the office’s processes and procedures prior to the external quality assurance
review. This self-assessment is included as an appendix to the external quality assurance review
final report in the docket materials.

The last QAR was completed and shared with the committee in February of 2020. It similarly found
the internal audit function, “generally conforms” with IIA standards.
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R S I BOSTON
VIRGINIA TECH OF NEW |ERSEY UNIVERSITY

November 18, 2024

Mr. Quinn Gaalswyk, CIA, CISA
Chief Auditor
University of Minnesota System

Dear Mr. Gaalswyk,

In October 2024, the University of Minnesota Office of Internal Audit (OlIA) completed a self-
assessment of internal audit (IA) activities in accordance with guidelines published by the Institute
of Internal Auditors (lIA) for the performance of a quality assessment review (QAR). Upon
consultation and agreement by the Audit and Compliance Committee of the Board of Regents
(Board), OIA selected an external assessment team comprised of audit and risk executives from
peer institutions to conduct a validation of OIA’s self-assessment.

The primary objective of the validation was to verify the assertions made in the QAR report
concerning OIA’s conformity to the IIA’s International Standards for the Professional Practice of
Internal Auditing (the lIA Standards) and Code of Ethics.

The lIA’s Quality Assessment Manual suggests a scale of three ratings, “generally conforms,”
“partially conforms,” and “does not conform.” “Generally conforms” is the top rating and means
that an internal audit activity has a charter, policies, and processes that are judged to be in
conformance with the Standards. “Partially conforms” means deficiencies in practice are noted
that are judged to deviate from the Standards, but these deficiencies did not preclude the IA
activity from performing its responsibilities in an acceptable manner. “Does not conform” means
deficiencies are judged to be so significant as to seriously impair or preclude the 1A activity from

performing adequately in all or in significant areas of its responsibilities.

Based on our independent validation of the QAR performed by OIA, we agree with the overall
conclusion that the internal audit function "Generally Conforms" with the Institute of Internal
Auditors’ International Standards for the Professional Practice of Internal Auditing and Code of
Ethics. Our review noted strengths and key accomplishments since the last external review as
well as opportunities for enhancing the internal audit function.

We thank the University of Minnesota OIA team for their cooperation and hospitality during our
review. Please do not hesitate to contact us should you have any questions regarding the report.

Sincerely,

Sharon M. Kurek, CPA, CCEP, CFE OWW¥_ Marion Candrea, CIA, CFE%C@WL
Vice President & Chief Risk Officer Associate Vice President

Virginia Tech Boston University

Douglas Horr, CIA, CCEP ,d&/véu/ Richard Cordo Zr= Loctre.

Chief Audit Executive Executive Director for Internal Audit
Rutgers, The State University of New Jersey University of Washington
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Executive Summary

Background

An external assessment team of peer reviewers was engaged to conduct a validation of OIA’s
self-assessment. The primary objective of the validation was to verify the assertions made in
the QAR report concerning OIA’s conformity to the |IA’s International Standards for the
Professional Practice of Internal Auditing (the IIA Standards) and Code of Ethics. We also
evaluated the internal audit activity’s effectiveness in carrying out its mission (as set forth in its
charter and expressed in the expectations of the University of Minnesota’s administration) and
identified opportunities to enhance its management and work processes, as well as its value
to the University of Minnesota.

The peer leaders involved in this review were as follows (see Appendix C for the independent
review team member information):
e Sharon Kurek, Vice President for Audit, Risk, and Compliance & Chief Risk Officer,
Virginia Tech
e Marion Candrea, Associate Vice President for Internal Audit & Advisory Services,
Boston University
e Richard Cordova, Executive Director of Internal Audit, University of Washington
e Douglas Horr, Chief Audit Executive, Rutgers, The State University of New Jersey

We offer the following forward-looking feedback from this QAR:
e Progress and Achievements to date,
e Opportunities for Continuous Improvement to enhance the effectiveness and value
of the IA function, and
e Opportunities for Consideration of University Board and Administrators, which we
encourage the Board and President to consider as the University endeavors to have
a world-class internal audit function as part of a world-class university.

Overall Opinion as to Conformance with the Standards

Based on the QAR performed, it is our overall opinion that the internal audit function
"Generally Conforms" with the IlA’'s Standards and Code of Ethics. As noted in the table
below, OIA is assessed as generally conforms with all four major Attribute Standards and all
seven major Performance Standards. Ratings for all major and supporting standards are
shown in Appendix E. “Generally conforms” is the highest rating achievable as defined
in the llA’s Quality Assessment Manual for the Internal Audit activity. It means OIA has
a charter, policies, procedures, and practices that are judged to be generally in accordance
with the Standards while still recognizing there are opportunities for improvement that will
enhance the effectiveness and value of the function.

2
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Scope and Methodology

This QAR focused on the fiscal years 2023 through 2024. Earlier activities were considered
as needed to evaluate current performance. See Appendix A for a complete listing of work
performed. The scope and approach for the review, which included an onsite visit during

October 2024, included:

¢ Interviewing stakeholders of OIA (refer to Appendix B for a list of all interviewees),
including members of the University of Minnesota’s leadership team, the Board, and

the President, as well as OIA leadership and personnel.

e Reviewing OIA documentation including the charter, working papers, and audit

reports related to fiscal years 2023 through 2024.

e Considering current |A activities in relation to the Standards promulgated by the IIA
in order to make an assessment as to conformance with the Standards.
e Assessing additional materials, as necessary, to further validate the self-assessment

completed.

e Summarizing noted strengths, progress and achievements, and opportunities to

further enhance OIA.

Conformance with IIA Standards

The following table lists the specific sections of the //A Standards and our opinion of
conformance with each Standard. The complete list of Standards and ratings are included in

Appendix E.

Standard Type and Description

Opinion

Attribute Standards:

1000  Purpose, Authority, and Responsibility

Generally Conforms

1100 Independence and Objectivity

Generally Conforms

1200 Proficiency and Due Professional Care

Generally Conforms

1300  Quality Assurance and Improvement Program

Generally Conforms

Performance Standards:

2000 Managing the Internal Audit Activity

Generally Conforms

2100 Nature of Work

Generally Conforms

2200 Engagement Planning

Generally Conforms

2300 Performing the Engagement

Generally Conforms

2400 Communicating Results

Generally Conforms

2500 Monitoring Progress

Generally Conforms

2600 Communicating the Acceptance of Risks

Generally Conforms

The Institute of Internal Auditors' Code of Ethics

Generally Conforms

The external team agrees with OIA’s conclusions and recommendations as outlined in
Appendix E. In addition, we noted strengths and opportunities for enhancing the internal audit

function, as further detailed on the following pages.

3
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Progress and Achievements

e Valued Partnership — OIA has positioned itself as a value-added partner and is a key
element to the institution’s overall strategy and success. The approach of the OIA team
is collaborative and provides quality audit services.

¢ Independence and Objectivity — OIA has excellent credibility and noted authority
across the entire university. Stakeholders noted OIA has strong support from the Chair
of the Board of Regents and the Audit and Compliance Committee, allowing the function
to provide objective feedback in even the most sensitive areas. The Chief Auditor meets
routinely and independently with both the leadership of the Audit and Compliance
Committee and the Board, and the President.

e Highly Respected Leadership — Stakeholders expressed the upmost respect and trust
in the audit team and the Chief Auditor. Management welcomes the insights provided
by OIA and includes them in strategic and sensitive conversations. Stakeholders
especially noted the deep expertise, institutional knowledge, and forthright input provided
by the Chief Auditor.

o Skilled Audit Team — The audit team is a highly skilled, collaborative, and professional
unit respected for its dedication to excellence and integrity, exemplifying the qualities of
a high-functioning, trusted, and respected audit department. Comprised of individuals
with diverse expertise and a shared commitment to quality, the team works well together
to deliver accurate, insightful, and actionable audit findings. Their reputation for
reliability, objectivity, and adherence to the highest professional standards has earned
them the respect of stakeholders at all levels.

e Audit Plan Development — Input is sought from university leadership, the Audit and
Compliance Committee, and all Board members on OIA’s annual risk assessment and
audit plan development. OIA is willing to adjust its audit plan in consultation with the
Audit and Compliance Committee to address emerging risks, or Board or management
requests.

e Continuous Improvement — The Chief Auditor has seamlessly transitioned into his role
following a highly-respected predecessor, ensuring continuity and stability for the internal
audit team during a period of change within the university’s executive leadership.
Building on a legacy of excellence, the Chief Auditor is committed to continuous
improvement, empowering the audit team to proactively influence positive change across
their processes. With a strategic focus on aligning the internal audit function with the
university’s evolving goals, he has encouraged the team to review internal procedures
and conduct an in-depth analysis of new professional standards to identify areas for
enhancement. The Chief Auditor brings both experience and insight into the university’s
unique needs, fostering a resilient, forward-thinking team poised to support the
institution's mission and strategic initiatives.

For a further sense of the positive feedback from stakeholder interviews, see Appendix D for
key words captured during the course of those interviews.

4
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Opportunities for Continuous Improvement

In addition to the opportunities identified in OIA’s self-assessment report (Appendix E), we
offer the following observations and recommendations to continue to build on OIA’s solid
performance. These are not weaknesses of the function, but rather they are suggested options
to further enhance OIA through adopting additional leading practices and further formalizing
existing processes.

e Communications and Outreach — OIA should assess its current communications and
outreach strategies to enhance transparency and increase awareness of the value it
brings to the university community. Given the recent changes in executive leadership
and the Chief Auditor’'s engagement level with the President’s Cabinet, it is essential that
OIA remains engaged in strategic planning and university-wide initiatives. Timely
involvement in these areas will enable OIA to provide valuable insights that support
informed risk management and effective decision-making.

Maintaining and expanding in-person engagement with leadership across the university
system is an opportunity for OIA to build stronger relationships, increase awareness of
ongoing audit activities, and share key audit findings or recurring systemic issues.
Additionally, routine direct engagement can facilitate discussions on unresolved
corrective actions, helping to address outstanding risks in a timely manner. To further
support communication and transparency, OIA could reconstitute an audit liaison
program being piloted before the pandemic. Additionally, enhanced collaboration
between audit staff and university leadership throughout the audit lifecycle could help
ensure that stakeholders remain informed and engaged at all stages of the audit process.

¢ Reporting of Audit Results — To enhance the effectiveness and efficiency of OIA
reporting, we recommend recalibrating reporting practices and expectations to focus
more on strategic insights and less on prescriptive details and making it clearer that
management has primary responsibility for risk mitigation. Closer partnership with
management to develop appropriate solutions for identified issues would foster a more
collaborative approach, reinforcing management’s responsibility for the control
environment. By refining report expectations with both the audit team and university
management, OIA can ensure alignment on goals and clarify the audit’s objective is to
highlight key risks requiring mitigation rather than to recommend specific action plans.

OIA should consider a modernized reporting approach to streamline report production
and deliver more concise, impactful audit reports for the Board and university leadership.
Additionally, issuing reports directly to management and uploading them to the Board’s
portal would support a more efficient information flow. OIA should inquire as to the
Board’s preferred timing and detail level for audit reports to ensure expectations are met
consistently. By optimizing the format and delivery of its reports, OIA can enhance
stakeholder engagement, facilitate better decision-making, and focus resources on
advancing the university’s strategic objectives.

5
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Performance Management — To strengthen OIA’s alignment with new professional
standards and enhance overall performance, we recommend enhancing OIA’s
performance management framework. Specific expectations related to strategic plans
and performance management are included in the new /IA Global Standards, which go
into effect in January 2025. Some improvements self-identified by OIA’s internal
readiness assessment and other recent internal improvement initiatives we support
include:

o Strategic Plan: Developing a formalized strategic plan will provide clear direction
and focus for the office’s activities and meet the requirements of the new
standards. OIA has documented its strategy across several documents, such as
the charter, annual audit plan, and annual budget narrative; however, there is an
opportunity to enhance OIA’s forward momentum by developing a strategic plan
document that includes its vision, strategic objectives, and supporting initiatives
for the internal audit function.

o Office Goals and Metrics: Expanding on existing office goals and performance
metrics to make them more measurable, relevant, and aligned with the strategic
objectives of the institution would assist OIA in optimizing resource allocation,
monitoring project efficiency, and identifying opportunities to streamline audit
processes. This framework should integrate key performance indicators (KPIs)
to track and assess results, providing insight into stakeholder satisfaction and
areas for continuous improvement.

o Employee Development Plans and Goals: Instituting more formalized and
individualized development plans and goals for each team member would foster
professional growth and align individual contributions with the broader strategic
plan. These plans should incorporate skill development areas that support both
the office’s evolving needs and each auditor’s career progression. This structured
approach to performance management will help ensure the audit team remains
agile, effective, and consistently delivers high-value services to the university.

Use of Technology — OIA has made deliberate investments in both its people and
processes for enhanced efficiencies in the office. There is opportunity to further these
enhancements through an evaluation of where outdated technology can be modernized
and how it is used in the following areas:

o Data Analytics: OIA should evaluate its use of data analytics within the
department. They have a position dedicated to data analytics; however, this role
has been pulled in other directions reducing progress on analytics initiatives within
the department. The Chief Auditor should consider building specific data analytics
projects into the annual plan to prioritize these efforts.

o Follow-Up: OIA conducts follow-up three times during the year and creates
detailed reports around follow-up efforts for reporting to the board. This manual
process was described as being cumbersome and time-consuming. The metric
around implementation rate may also be misleading, as it includes open
recommendations that have not yet come due. As the department is exploring

6
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the implementation of new audit software, we recommend that they consider how
technology/software can be leveraged for more streamlined follow-up. This could
include using technology for reminders and automated outreach to clients based
on target completion dates of recommendations in real-time, as well as tracking
and reporting on past due recommendations if that is the content most desired
by the Board and management. This would reduce the administrative burden and
provide focused reporting on the high-risk follow-up items (i.e., delayed
implementation of management action plans).

e Updated IlIA Professional Standards — OIA shared that they have completed a gap
analysis related to the recently updated Global Internal Audit Standards that go into effect
January 9, 2025. Their analysis should be discussed with the Board, President, and
other constituents to ensure OIA continues to meet management’s needs if modified
practices are required to ensure ongoing conformance with professional standards.

7
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Opportunities for Consideration of
University Board and Administrators

The opportunities for improvement listed below require actions beyond the scope of the IA
function. They are presented for the consideration of the Board and President of the University
of Minnesota system.

¢ Organizational Independence — The Audit and Compliance Committee of the Board of
Regents should formalize its review and approval of the internal audit plan, budget, and
resource plan for OlA. Enhancing these processes will result in closer conformance with
lIA Standard 1110" and should be memorialized in the OIA charter. While the annual
audit plan is reviewed by the Audit and Compliance Committee in a public meeting and
they can modify the plan through a vote at their discretion, there is no formal approval of
the audit plan. While the budget and resources plans are provided at a high-level to the
Committee and Board leadership, a documented review and approval process should
be established to enhance conformance with professional standards and provide
transparency.

Additionally, the Audit and Compliance Committee and Board leadership should
periodically reassess the OIA organizational structure to confirm it supports effective
governance and safeguards OIA’s independence. Currently, the Chief Auditor reports
directly to the Board both administratively and functionally. While this unique reporting
line offers independence, it may also limit the Chief Auditor’'s access to management
perspectives. Leading practice, and the updated Global Internal Audit Standards,
suggests the Chief Auditor report administratively to the CEO or equivalent to ensure
engagement with executive management and alignment on strategic priorities. A review
of this reporting relationship could enhance OIA’s organizational impact by fostering
stronger alignment and communication between the audit function and university
leadership.

' Supporting standard 1110 — Organizational Independence

“The chief audit executive must report to a level within the organization that allows the internal audit activity
to fulfill its responsibilities. The chief audit executive must confirm to the board, at least annually, the
organizational independence of the internal audit activity.

Interpretation:
Organizational independence is effectively achieved when the chief audit executive reports functionally to
the board. Examples of functional reporting to the board involve the board:
*  Approving the internal audit charter.
*  Approving the risk-based internal audit plan.
* Approving the internal audit budget and resource plan.
* Receiving communications from the chief audit executive on the internal audit activity’s performance
relative to its plan and other matters.
»  Approving decisions regarding the appointment and removal of the chief audit executive.
*  Approving the remuneration of the chief audit executive.
* Making appropriate inquiries of management and the chief audit executive to determine whether there
are inappropriate scope or resource limitations.”
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e Coordination with Other Oversight and Monitoring Units — To enhance the
university’s risk management and compliance framework, we recommend strengthening
coordination among key oversight units, including OIA, General Counsel, Compliance,
and the evolving Enterprise Risk Management (ERM) program. Routine collaboration
between OIA, General Counsel, and Compliance has already proven beneficial by
improving alignment and reducing duplicative efforts. In addition, OIA has partnered with
the administration to help establish the ERM function and to bring regular updates to the
Audit and Compliance Committee. Building on this foundation, a structured approach to
sharing information and coordinating activities with ERM will further support a unified
response to the institution’s risk priorities.

Organizations must determine the most appropriate, pragmatic structures for
themselves, considering their objectives and circumstances against a backdrop of an
ever-evolving risk landscape. Given the Chief Compliance Officer position is currently
open, and the ERM function has recently been established, the university should
research other higher education strategies for risk and compliance programs to
determine the best structure and most effective strategy for informing the Board and
President of the management of high-risk areas at the enterprise level. To support a
consistent and integrated risk management approach at the system level, the roles of
the various risk-related oversight functions (e.g., OIA, ERM, Compliance, General
Counsel) should be defined to enhance coordination, minimize redundancy, and promote
a cohesive risk management strategy aligned with the university’s mission and
objectives.

9
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Appendix A: Work Performed

In completing our review, the independent review team:

e Conducted interviews with over 20 individuals from positions across the University of
Minnesota system (see list in Appendix B) to understand their views of OIA in relation to
strategic goals, major initiatives, and challenges

¢ Reviewed documentation, including:

o Internal audit charter

o Organizational charts

o Recent annual audit plans

o Recent annual risk assessments

o Departmental policies and procedures

o Staff training plans and qualifications

o Reports to the Audit and Compliance Committee

o Sample internal audit reports

o Quality assurance and improvement plan documentation

o QAR program guides

o Sample workpapers for OIA projects performed during the past two fiscal years
e Considered the current internal audit function in relation to the Standards promulgated by

the IIA in the areas of:

o Structure and reporting relationships

o Roles and responsibilities

o Degree of independence and objectivity

o Education, training, qualifications, and experience of personnel

o Management of the |A activity

o Quality of OIA deliverables

e Assessed additional materials, as necessary, to further validate the self-assessment
completed

10
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Appendix B: Interviews Conducted

Board of Regents Members

Janie Mayeron, Chair of the Board
James Farnsworth, Audit and Compliance Committee Chair

Mike Kenyanya, Vice Chair of the Board and Audit and Compliance Committee
Member

Executive and Senior Leadership

Rebecca Cunningham, President

Mark Coyle, Athletics Director

Rachel Croson, Executive Vice President and Provost

Brian Dahlin, University Chief Information Security Officer

Jessica Durkin, Chief of Staff

Jon Guden, Interim Chief Compliance Officer

Bernie Gulachek, Vice President and Chief Information Officer

Ken Horstman, Vice President for Human Resources

Dave McMillan, Former UMD Chancellor

Doug Peterson, General Counsel

Shashank Priya, Vice President for Research and Innovation

Gail Renteria, College of Education and Human Development Finance Manager
Michael Rodriguez, Dean of College of Education and Human Development
Jakub Tolar, Vice President for Clinical Affairs and Medical School Dean

Julie Tonneson, Interim Senior Vice President for Finance and Operations, Vice
President and Budget Director

Mollie Viola, Controller

Mike Volna Interim Vice President, Chief Financial Officer (CFO) & Treasurer,
Associate Vice President, Finance & Assistant CFO
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Office of Internal Audit

Quinn Gaalswyk, Chief Auditor

Michelle Balthazor, Associate Audit Director
Mike Benton, IT Audit Director

Rachel Flenner, Audit Director

Kelly Kuhns, Audit Director

Internal Audit Staff

12

Page 125 of 161



Appendix C: Independent Review Team
Member Information

Sharon M. Kurek, CPA, CCEP, CFE—Review Team Leader
Vice President for Audit, Risk, and Compliance & Chief Risk Officer, Virginia Tech

Sharon leads the risk mitigation and assurance efforts at Virginia Tech, serving as a key advisor across
the institution on enterprise risks, internal audit, and ethics and compliance matters. She reports to the
Compliance, Audit, and Risk Committee of the Virginia Tech Board of Visitors, with dual administrative
reporting to the University President and Executive Vice President and Chief Operating Officer.

Prior to joining Virginia Tech in 2008, she worked at the University of California, Berkeley and
progressively held more responsibility in the audit, risk, and compliance space. She began her
professional career at the Georgia Department of Audits conducting external audits of state entities,
including colleges and universities for the State of Georgia.

Sharon received her MBA from Virginia Tech, bachelor's degree in business administration
(accounting) from Mercer University, and is a Certified Public Accountant, Certified Fraud Examiner,
and Certified Compliance and Ethics Professional. Sharon is a member of various risk, compliance,
auditing, accounting, and higher education organizations serving as a presenter, in various committee
and leadership roles, and as a contributing author. Sharon served as President of the Association of
College & University Auditors (ACUA), continues service on the advocacy committee, and is a recipient
of ACUA’s Member Service Award recognizing her contributions to the association and its membership.

Marion Candrea, CIA, CFE
Associate Vice President, Internal Audit & Advisory Services, Boston University

Marion is currently the Associate Vice President, Internal Audit & Advisory Services at Boston University
(BU). She leads a team of professionals providing value added audit and consulting services in the
financial, operational, information technology, and construction audit spaces, along with a robust data
analytics program.

Prior to joining BU, Marion was the Chief Audit Executive at Ohio University (OU), where she led the
Office of Audit, Risk, and Compliance. She was responsible for leading the internal audit function,
facilitating the institution’s Enterprise Risk Management program, managing the university’s ethics
hotline, overseeing the Director of University Compliance and Privacy Officer, and serving on university
committees, among other tasks. Marion also spent over a decade working within the Audit and Advisory
Services department at Rutgers University.

Marion is an active volunteer with the Association of College and University Auditors (ACUA). She has
held numerous leadership roles with the organization—currently serving on the Executive Committee
of the Board of Directors. Marion has participated in both support and lead roles on numerous quality
assurance peer reviews and led an internal self-assessment while at Rutgers. She truly enjoys giving
back to the profession while also learning best practices from her colleagues.

Marion received her Bachelor of Science in Accounting from The College of New Jersey and is both a
Certified Internal Auditor and a Certified Fraud Examiner. She is also a member of the Institute of
Internal Auditors and the Association of Certified Fraud Examiners.
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Richard Cordova, CPA
Executive Director Internal Audit, University of Washington

Richard Cordova is the Executive Director of Internal Audit for the University of Washington starting in
July 2009. He reports to the President of the University and to the Board of Regents, via the Audit
Advisory Committee (AAC) of the Board of Regents. Richard leads a team of 18 audit professionals
responsible for conducting audits across the entirety of the University of Washington enterprise,
including four medical centers, three campuses in Western Washington and numerous other UW
national and international locations. Currently Richard serves on the Board of Directors for the Seattle
Chapter of the Institute of Internal Auditors (IlA) and has previously served on the Board of the
Association of College and University Auditors.

Immediately prior to joining the University of Washington, Richard worked for Starbucks as the Director
of Internal Audit. Prior to joining Starbucks, Richard worked for PricewaterhouseCoopers for 24 years.
Richard obtained his Bachelor of Science from the University of Notre Dame and his MBA from the
University of California, Irvine.

Douglas Horr, CIA, CCEP
Chief Audit Executive, Rutgers, The State University of New Jersey

Doug rejoined Rutgers Audit and Advisory Services as the Chief Audit Executive in 2023, having
previously served the university from 1988-2004. He leads a team of 15 professionals providing
assurance, compliance, and investigative services for all aspects of the university’s operations on all
three campuses and abroad.

Doug has over 40 years’ experience, 36 of it in higher education. After beginning his career as a fraud
investigator with one of the nation’s largest banks, he moved to Rutgers in 1988. During his early years
at Rutgers he served Internal Audit, the Office of the SVP for Finance, and as a team lead for a major
ERP implementation. In 2004, he became Director of Audit & Advisory Services for Stevens Institute
of Technology where he served for eight years before becoming Executive Director for University
Compliance at the University of Miami.

He was recruited away in 2017 to become the Associate Vice Chancellor for Audit, Risk, and
Compliance at Vanderbilt. He served there for six years before returning to Rutgers as CAE in 2023.

Doug holds a BS from Indiana University with majors in Public Policy and Finance, as well as a Masters
and post-graduate studies in Higher Education Administration from Rutgers. He is a past president of
ACUA, the professional association for college and university auditors, and is an active member of the
Institute of Internal Auditors and the Society of Corporate Compliance and Ethics. He is a certified
internal auditor and a certified compliance and ethics professional.
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Appendix D: Positive Words from
Interviews

Partners
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Appendix E: OIA’s Self-Assessment

Office of Internal Audit
Self-Assessment with External Independent Evaluation
October 2024

OFFICE OF

INTERNAL AUDIT

UNIVERSITY OF MINNESOTA
Driven to Discover*
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UNIVERSITY OF MINNESOTA OFFICE OF

Driven to Discover |NTERNAL AUD' T

Self-Assessment with External Independent Evaluation
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Executive Summary

The mission of the Office of Internal Audit (OIA) is to enhance and protect organizational value by
providing stakeholders with risk-based and objective assurance, advice, and insight. It helps the
University of Minnesota (University) accomplish its objectives by bringing a systematic, disciplined
approach to evaluate and improve the effectiveness of risk management, control, and governance
processes. OIA’s work spans the University’s five system campuses: Minneapolis/St. Paul, Duluth,
Morris, Crookston, and Rochester. OIA is led by the Chief Auditor, who reports functionally to the Audit
and Compliance Committee of the Board of Regents and administratively to Board leadership. In
addition to the Chief Auditor, OIA’s team includes: three audit directors, an associate audit director, five
principal auditors, four senior auditors, one staff auditor, and a senior data analytics auditor.

The Institute of Internal Auditors’ (I1A) International Standards for the Professional Practice of Internal
Auditing (Standards) requires that an external quality assessment of an internal audit activity be
conducted at least once every five years by a qualified, independent assessor or assessment team from
outside the organization that demonstrates competence in both the professional practice of internal
auditing and the quality assessment process. This quality assessment can be accomplished through 1) a
full external assessment or 2) a self-assessment with independent validation. To meet this quality
assessment requirement, OIA conducted a self-assessment, which will be independently validated by an
external assessment team in October 2024.

The principal objectives of OIA’s self-assessment were to assess our conformance to the IIA's Standards,
evaluate OIA’s effectiveness in carrying out our mission (i.e., as set forth in our charter and expressed in
the expectations of University management), and identify opportunities for continuous improvement.
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As part of this quality assessment, we also evaluated our ability to add value and improve the operations
of the University.

The self-assessment was performed using the methodology outlined in the [1A’s 2017 Quality Assessment
Manual (i.e., the current available IIA assessment tool) and included compiling and reviewing detailed
documentation, confidential staff surveys, and surveys of senior leaders to obtain sufficient
documentation to allow us to assess and support overall compliance with the Standards.

Opinion as to Conformance with the Standards and Code of Ethics

It is our opinion that OIA generally conforms to the Standards in effect on the date of our review and the
Code of Ethics (see Attachment A).

The I1A's Quality Assessment Manual suggests a scale of three ratings: "Generally Conforms," "Partially
Conforms," and "Does Not Conform." The rating of "Generally Conforms" means that an internal audit
activity has a charter, policies, and processes that are judged to be in conformance with the Standards
and the Code of Ethics. "Partially Conforms" means deficiencies in practice are noted that are judged to
deviate from the Standards and the Code of Ethics, but these deficiencies did not preclude the internal
audit activity from performing its responsibilities in an acceptable manner. "Does Not Conform" means
that deficiencies in practice are judged to deviate from the Standards and the Code of Ethics and are
significant enough to seriously impair or preclude the internal audit activity from performing
adequately in all or in significant areas of its responsibilities. A detailed description of conformance
criteria can be found in Attachment A.

Objectives, Scope, and Methodology

The principal objective of the quality assurance review was to assess OIA’s conformance with the
Standards and the Code of Ethics. Additionally, we evaluated our effectiveness in carrying out our
mission, identified successful internal audit practices, and identified opportunities for continuous
improvement to enhance the efficiency and effectiveness of the infrastructure, processes, and the value
OIA provides to stakeholders.

In preparation for the site visit by the external independent validation team, OIA performed and
documented a comprehensive assessment of our compliance with the Standards and the Code of Ethics.
This included gathering background information/documents about our operations and evaluating our
audit processes, including those related to performing our annual risk assessment and establishing an
annual audit plan, and conducting audit planning, fieldwork, and reporting. We also assessed our
governance processes and reviewed aspects of our operations, including staff development and
management. Confidential surveys of OIA staff and University leaders were conducted to solicit feedback
about OIA’s operations and effectiveness. In consultation with the external independent validation team,
we also selected University leaders that the external assessment team will interview during their site
visit. Our self-assessment was completed in preparation for the arrival of the external assessment team
and provides senior management and the Board with information about OIA as of October 2024.
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A team of four internal audit professionals from four peer institutions will perform an external
independent validation of OIA’s self-assessment. The assessment team members hold the following
positions: Vice President for Audit, Risk and Compliance and Chief Risk Officer at Virgnia Tech; Associate
Vice President, Internal Audit & Advisory Services at Boston University; Executive Director of Internal
Audit at University of Washington; and Chief Audit Executive at Rutgers University. The independent
validation will include a review of OIA’s self-assessment; interviews with members of senior University
leadership, the Board of Regents, and OIA staff; and other validation procedures as determined by the
external assessment team. At the conclusion of the independent validation, the assessment team will
issue a formal report to the Chief Auditor summarizing its observations and conclusions. This report is
planned to be presented to the University’s Audit & Compliance Committee in December 2024.

OIA’s most recent quality assurance review, which was also a self-assessment with external independent
validation, was conducted in 2020. In that review, the assessment team concluded that the internal audit
activity generally conforms to the Standards (the highest assessment rating).

Observations and Recommendations

OIA’s environment is well-structured and progressive, where the Standards are understood, the Code of
Ethics is being applied, and the OIA leadership team is endeavoring to provide useful audit tools and
implement appropriate practices. Consequently, these observations and recommendations, divided into
three categories, are intended to build on the foundation already in place.

o Successful Practices — Areas where OIA is operating in a particularly effective, efficient, and/or
innovative manner when compared to the practice of internal auditing demonstrated in other
internal audit activities.

e Opportunities for Continuous Improvement - Observations of opportunities to enhance the
efficiency or effectiveness of OIA’s processes. These items do not indicate a lack of conformance
with the Standards or the Code of Ethics, but rather offer suggestions on how to better align with
criteria defined in the Standards or Code of Ethics. An action plan to address each opportunity is
noted below.

e Gaps to Conformance - Areas identified where an internal audit function is operating in a
manner that falls short of achieving one or more objectives, and attains an opinion of “partially
conforms” or “does not conform” with the Standards or the Code of Ethics. These items include
recommendations for actions needed to be “generally in conformance,” and include an OIA
action plan to address the gap. No gaps to conformance were identified.

Successful Practices

OIA diligently works to ensure we adhere to the Standards and strives to maintain a culture that nurtures
and promotes innovation and continuous improvement in service to the University. A key factor in our
successful practices is our dedicated and highly-experienced staff that have a broad and diverse skillset,
and deep institutional knowledge. The majority of OIA employees hold a professional certification
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(many holding multiple certifications) and/or an advanced degree. Combined, our staff have over 70
years of experience in the University’s internal audit function.

As noted above, OIA generally conforms to the Standards and the Code of Ethics in effect as of the date of
our review. A key component of achieving this compliance is the Chief Auditor having regular and
unrestricted access to Board leadership and the Audit and Compliance Committee, which allows OIA to
independently carry out our work (Standard 1100 - Independence and Objectivity). Additionally, our
well-established and robust processes help ensure ongoing compliance with the Standards as we
provide efficient and effective audit reports and other output for the Board of Regents and University
leadership. A few examples of notable successful practices include:

e Standard 1300 - Quality Assurance and Improvement Program (QAIP) - OIA’s QAIP meets
IIA requirements for internal and external assessments and includes a “Peer Review” process
where OIA employees review other’s audit projects for adherence to the Standards and OIA
practices.

e Standard 2310- Identifying Information - OIA solicits feedback in our standard unit audits
via an electronic employee survey, which aids in assessing the control environment and
identifying potential ethics concerns.

e Standard 2500 - Monitoring Progress - OIA has a well-functioning process to follow-up on
outstanding essential recommendations 3 times a year, including providing informative follow-
up results reports to the Board of Regents Audit and Compliance Committee and University
leadership.

e Standard 2600 - Communicating the Acceptance of Risks - OIA reports to the Audit and
Compliance Committee regarding whether management’s remediation plans are satisfactory
and when risk is formally accepted.

In addition to adhering to the Standards, some of OIA’s successful practices are particularly innovative
and/or indicative of an advanced internal audit function. These practices are driven by OIA’s regular
staff and leadership team meetings, and the use of dedicated internal improvement committees such as
the ongoing Innovation Committee, and the temporary special purpose “tiger teams” established to
review targeted areas for improvement. A few examples of OIA’s advanced and innovative practices are
noted below.

1. Standard 1000 - Purpose, Authority, and Responsibility - OIA is a valued business partner,
which is demonstrated by OIA employees’ relationships across the organization and levels of
University leadership, and involvement in various University committees. Additionally, OIA
strives to educate stakeholders about the purpose, authority, and responsibilities of the internal
audit activity, including via periodic discussions, audit engagement interactions, and
presentations to University groups and committees. Examples of past presentations include
those provided to UMTC Athletics, IT leaders, the UMTC’s Dean’s Council, the Faculty Senate, and
the RRC group (i.e., to units’ chief financial managers).
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2. Standard 1200 - Proficiency and Due Professional Care - OIA is highly supportive of
employees obtaining professional certifications and other training opportunities, which helps
ensure our staff is professional, knowledgeable, and current on emerging risks and techniques.
OIA funds the costs of study materials and exam fees, provides worktime to take the exam, and
provides a bonus upon the attainment of a professional certification.

3. Standard 1220 - Due Professional Care - When conducting audits, financial, operational, and
compliance risks are often intertwined with IT risks, and OIA staff have established strong
processes to assess these risks. Unlike most universities’ internal audit functions, OIA expands
its coverage of IT risks by having financial auditors review some IT General Controls. This work
is done under supervision of our limited number of IT auditors and/or the IT Audit Director
through a well-established IT audit liaison process. When IT risks are highly technical, these are
reviewed by OIA’s dedicated IT auditors. Additionally, OIA demonstrates a heightened level of
due professional care through comprehensive audit planning practices such as its fraud risk
assessment. During this assessment process, OIA holds team-based fraud discussions to
brainstorm fraud risks unique to the unit, or process, under review to ensure broad
consideration of potential risks, potential controls, and associated audit approaches.

4. Standard 2010 - Planning - OIA has a comprehensive annual audit planning process that
includes broad stakeholder input and the analysis of quantitative and qualitative factors to
develop a risk-based audit plan. Audit plan priorities are captured and communicated to the
Audit & Compliance Committee through the use of priority Tiers. Tier 1 audits, OIA commits to
conduct during the fiscal year, and Tier 2 audits OIA intends to perform but these may be
deferred or removed from the plan based upon continuous risk assessments, identifying higher
risk audit priorities and/or resource constraints. This allows for an audit plan that is both
comprehensive and flexible.

5. Standard 2100 - Nature of Work - OIA uses a holistic strategy of various assurance and
advisory services to maximize value to the University and its stakeholders. In addition to unit
and process audits, OIA pilots innovative audit approaches. This includes the non-standard audit
assurance engagement known as the “Collaborative Assessment.” The purpose of this approach
is to review a pervasive and complex University process where OIA and management already
agree there is a high level of risk, so it obviates the need for OIA to perform our standard detailed
process walkthroughs and testing. Instead, OIA focuses on working with management to jointly
assess risks and potential mitigation strategies. We also complete highly focused SNAP reviews.
These reviews are designed to be completed quickly and often leverage data analytics to
minimize unit disruptions. They are intended to provide prompt results to business process
owners so that potential problems can be addressed prior to formal audit reviews.

6. Standard 2201 - Planning Considerations - OIA aligns audit work with the University’s goals
and objectives. OIA considers the University’s strategic plan (MPact 2025) as part of selecting
engagements for the annual audit plan. Additionally, as part of individual engagements, OIA
identifies how the unit/process being audited ties to MPact 2025, considers these connections
in determining the audit scope and provides a summary of these connections on the audit
report’s executive summary
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Opportunities for Continuous Improvement

OIA’s self-assessment identified five areas to focus on to further strengthen our compliance with the
Standards and enhance our operations and processes. Additional opportunities for continuous
improvement identified during this review that are not pertinent to compliance with Standards, and only
related to internal processes, will be shared with the external review team and addressed and tracked
internally.

1. Standard 1100 - Independence and Objectivity - As of Fall 2022, the Chief Auditor no longer
reports administratively to the President, but instead to Board leadership. This reporting line is
atypical in the industry (e.g., no BIG10 peers have this reporting structure). While it does provide
for independence, it can cause some OIA administrative delays and could contribute to a
divergence between the audit function and University leaders including reduced communication
and/or non-alignment on institutional priorities.

OIA Response and Action Plan: Despite this change, the Chief Auditor continues to build and
maintain relationships with senior leadership and the new President, which is fundamental in
OIA fulfilling its responsibilities. This is achieved through regular meetings between senior
leaders and the Chief Auditor, and the ongoing high quality of OIA’s assurance and advisory
services.

2. Standard 2400 - Communicating the Audit Results - While OIA’s audit reports and docket
materials are professional and informative, there is an opportunity to modernize OIA’s audit
reports and docket materials to reduce administrative burden and provide even more
meaningful and succinct audit reports to the Board and University leaders. In recent years we
have made enhancements to these deliverables; however, many of these materials have not been
substantially updated in several years. Additionally, our current deliverables take considerable
time to produce; these efforts could be directed towards higher value activities if efficiencies in
preparing our audit reports and docket materials were achieved.

OIA Response and Action Plan: OIA will review options for updating our deliverables,
including alternative formats and additional visuals. The objective for these updates is to
provide the Board and University leadership with sufficient information about risks, controls,
and internal audit activities in a concise and easy to understand manner. Any material updates
to OIA’s deliverables will be discussed with the Audit and Compliance Committee prior to their
implementation.

3. Standard 2420 - Quality of Communications - There is an opportunity to review our
methodology for assigning responsibility for the remediation of some reported issues in unit
audits. Occasionally during a unit audit, OIA identifies an issue that the unit being reviewed has
only partial control/authority over. This is particularly relevant to units partnering with other
service providers (e.g., OIT managing some but not all components of a unit’s IT infrastructure)
and/or leveraging shared service models, which are increasingly used throughout the University
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(e.g., through the PEAK Initiative roll out). While OIA will scope out functions fully managed by
other units in a unit audit, OIA’s general practice is to include issues identified where a unit only
has partial control in the audit report as the risk, and ultimate responsibility to ensure it is
managed, resides in the unit. This has created frustrations with some audit clients.

OIA Response and Action Plan: OIA will review its current methodology for assigning
responsibility for issue remediation in unit audits where the unit only has partial
control/authority over. We will assess alternative or additional reporting options that could
ensure all responsible parties are tasked with their portion of remediation and still allow for OIA
follow-up if needed.

4. Standard 1000 - Purpose, Authority, and Responsibility - OIA's charter is approved when
there is a change needed or a change in Audit and Compliance Committee leadership. However,
in late 2021 changes were made to the Chief Auditor’s reporting lines (see #1 above), which
should have necessitated an update to the audit charter, and it was not done until September
2023.

OIA Response and Action Plan: The delay in updating the charter was due to the change in
Chief Auditors in 2022, along with other items taking priority, resulting in a charter review not
being put on the Audit & Compliance Committee’s FY2023 workplan. The charter was updated
in FY2024 and will be reviewed and approved again in FY2025 per the Committee's approved
workplan. Given changes to requirements in the 2025 [IA Standards, it is expected the charter
will be reviewed annually going forward.

5. Standard 2330 - Documenting Information - There is an opportunity to potentially enhance
OIA’s internal technologies, which may offer increased functionality, efficiency, effectiveness and
reliability. OIA’s current technologies that support our processes include a workpaper
management system, follow-up database, and data analytics tool and are working as intended.
However, these systems are separate, and it requires more resources to manage multiple
systems (i.e., vs. a single/coordinated system). In addition, the follow-up database is an
internally developed tool built on aging technology approximately 20 years ago, which could
ultimately have data integrity and availability issues given its age.

OIA Response and Action Plan: OIA performed an initial evaluation of six audit software
solutions, including options already in use at the University, to determine whether other
solutions could enhance our efficiency and effectiveness and consolidate our multiple tools.
Beginning in early calendar year 2025, OIA plans to resume this initiative, factoring in any
recommendations identified through this QAR process or necessitated by changes in the IIA
Standards, and evaluate whether any technology changes should be made.
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In closing, OIA’s dedicated, skilled, and experienced team is the foundation to our work, and the results
of this self-assessment demonstrate our culture of compliance with the Standards and continuous
improvement. While we identified items for continuous improvement, and are committed to addressing
these, OIA is well-positioned to continue to achieve its mission, add value to the University, and remain
a leading audit function in higher education.

Sincerely,
17 it

Quinn Gaalswyk
Chief Auditor
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Attachment A: Quality Assessment Evaluation Summary

GC PC DNC
Overall Evaluation X

Attribute Standards (1000 through 1300) GC PC DNC
1000 Purpose, Authority, and Responsibility X
1010 Recognizing Mandatory Guidance in the Internal X

Audit Charter

1100 Independence and Objectivity X
1110 Organizational Independence X
1111 Direct Interaction with the Board X
1112 Chief Audit Executive Roles Beyond Internal Auditing X
1120 Individual Objectivity X
1130 Impairment to Independence or Objectivity X
1200 Proficiency and Due Professional Care X
1210 Proficiency X
1220 Due Professional Care X
1230 Continuing Professional Development X
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GC PC DNC
1300 Quality Assurance and Improvement Program X
1310 Requirements of the Quality Assurance and X
Improvement Program
X
1311 Internal Assessments
X
1312 External Assessments
. . X
1320 Reporting on the Quality Assurance and
Improvement Program
“" . . X
1321 Use of “Conforms with the International Standards
for the Professional Practice of Internal Auditing”
1322 Disclosure of Nonconformance X
Performance Standards (2000 through 2600) GC PC DNC
2000 Managing the Internal Audit Activity X
2010 Planning X
2020 Communication and Approval X
X
2030 Resource Management
- X
2040 Policies and Procedures
" . X
2050 Coordination and Reliance
2060 Reporting to Senior Management and the Board X
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2070 External Service Provider and Organizational
Responsibility for Internal Auditing

X
2110 Governance X
. X
2120 Risk Management
2130 Control X
X
. . . X
2201 Planning Considerations
N X
2210 Engagement Objectives
X
2220 Engagement Scope
2230 Engagement Resource Allocation X
X
2240 Engagement Work Program

<

2310 Identifying Information X
. . X
2320 Analysis and Evaluation
. . X
2330 Documenting Information
- X
2340 Engagement Supervision

=
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2410 Criteria for Communicating
. . X
2420 Quality of Communications
- X
2421 Errors and Omissions
2430 Use of “Conducted in Conformance with the X
International Standards for the Professional
Practice of Internal Auditing”
2431 Engagement Disclosure of Nonconformance X
. N X
2440 Disseminating Results
- X
2450 Overall Opinions
o X
2500 Monitoring Progress
2600 Communicating the Acceptance of Risks X
Code of Ethics GC PC DNC
X

Code of Ethics

OIA « SELF-ASSESSMENT WITH INDEPENDENT EXTERNAL VALIDATION « OCT 2024 - PAGE 12

28

Page 141 of 161



Rating Definitions

GC - “Generally Conforms” means that the assessor or the assessment team has concluded that the
relevant structures, policies, and procedures of the activity, as well as the processes by which they are
applied, comply with the requirements of the individual standard or elements of the Code of Ethics in all
material respects. For the sections and major categories, this means that there is general conformity to
a majority of the individual standard or element of the Code of Ethics and at least partial conformity to
the others within the section/category. There may be significant opportunities for improvement, but
these should not represent situations where the activity has not implemented the Standards or the Code
of Ethics and has not applied them effectively or has not achieved their stated objectives. As indicated
above, general conformance does not require complete or perfect conformance, the ideal situation, or
successful practice, etc.

PC - “Partially Conforms” means that the assessor or assessment team has concluded that the activity
is making good-faith efforts to comply with the requirements of the individual standard or elements of
the Code of Ethics, or a section or major category, but falls short of achieving some major objectives.
These will usually represent significant opportunities for improvement in effectively applying the
Standards or the Code of Ethics and/or achieving their objectives. Some deficiencies may be beyond the
control of the internal audit activity and may result in recommendations to senior management or the
board of the organization.

DNC - “Does Not Conform” means that the assessor or assessment team has concluded that the internal
audit activity is not aware of, is not making good-faith efforts to comply with, or is failing to achieve
many or all of the objectives of the individual standard or element of the Code of Ethics, or a section or
major category. These deficiencies will usually have a significantly negative impact on the internal audit
activity’s effectiveness and its potential to add value to the organization. These may also represent
significant opportunities for improvement, including actions by senior management or the board.
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Office of Internal Audit
Quality Assessment Review

External Validation of Self-Assessment

Board of Regents Audit and Compliance Committee
December 12, 2024

AN

UNIVERSITY OF MINNESOTA
Driven to Discover*



Topics

Overview of QAR Process
Validation Results
Notable Strengths

Opportunities for Continuous Improvement
— OIA
— University Board and Administrators

Conclusion and Next Steps
Questions
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Overview of the QAR Process

Self-assessment completed by the Office of
Internal Audit (OIA) per Institute of Internal
Auditors (11A) guidelines

External validation by peer institution audit
and risk executives

Objective: Verify alignment with IlA Standards
and Code of Ethics

Assessment scale:
— Generally Conforms (top rating)
— Partially Conforms
— Does Not Conform
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Validation Results

Partners
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Notable Strengths

« Valued partnership

— OIA collaborates effectively, adding value to
Institutional strategy

* Independence and objectivity
— Strong credibility and authority

* Highly respected leadership

— Deep expertise, institutional knowledge, and
forthright input
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Notable Strengths

o Skilled audit team

— Collaborative and professional auditors dedicated
to excellence

 Audit plan development
— Inclusive, robust, and flexible

« Continuous Improvement
— Seamless leadership transition

— Focus on aligning with the university’'s evolving
goals

M UNIVERSITY OF MINNESOTA
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Opportunities for OIA

« Communications and Outreach

— Enhance transparency and awareness of OIA’s
value

— Expand engagement with university leadership
— Revisit and formalize an audit liaison program

« Reporting of Audit Results
— More focus on strategic insights
— Clarify risk mitigation responsibllities
— Modernize format and delivery of audit reports
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Driven to Discover



Opportunities for OIA

« Performance Management
— Strategic plan
— Office goals and metrics
— Employee development plans and goals

« Use of Technology

— Consider updating aging technology
« Automated workpaper system
- Data analytics
* Follow-up

« Updated IIA Professional Standards

M UNIVERSITY OF MINNESOTA
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Opportunities for University
Board and Administrators

* Organizational Independence

— Formalize review/approval of the audit plan,
budget, and resource plan

— Reassess Chief Auditor's reporting structure to
enhance engagement
« Coordination Among Oversight Units

— Continue to strengthen collaboration with OIA,
General Counsel, Compliance, and ERM

— Research structures and define roles to streamline
risk management strategies

M UNIVERSITY OF MINNESOTA
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Conclusion and Next Steps

 Summary

— OIA is a high-performing audit function that "Generally
Conforms" to IIA standards

— Focus on opportunities for enhancement:
communication, reporting, technology, and strategic
alignment

* Next Steps

— Implement recommendations for continuous
Improvement and compliance with new IIA Standards

— Coordinate with board and administrators to review
OIA’s reporting structure and align oversight functions

m UNIVERSITY OF MINNESOTA

Driven to Discever
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* Independent Review Team

— Sharon Kurek, Vice President for Audit, Risk, and
Compliance & Chief Risk Officer, Virginia Tech

— Marion Candrea, Associate Vice President for Internal
Audit & Advisory Services, Boston University

— Richard Cordova, Executive Director of Internal Audit,
University of Washington

— Douglas Horr, Chief Audit Executive, Rutgers, The
State University of New Jersey

Questions?
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BOARD OF REGENTS
DOCKET ITEM SUMMARY

Audit & Compliance December 12,2024
AGENDA ITEM: Institutional Compliance and Conflict of Interest Reports
Review Review + Action Action X | Discussion

This is a report required by Board policy.

PRESENTERS: Jon Guden, Interim Chief Compliance Officer
PURPOSE & KEY POINTS

The purpose of this item is for the committee to discuss the Institutional Compliance Report and the
Institutional Conflict of Interest Report.

Institutional Compliance Report

The Institutional Compliance Report is an annual report that provides information on work
activities within the Office of Institutional Compliance to monitor and enhance the University’s
culture of compliance. The report includes:

e Compliance Risk Review Summaries
o UReport Statistics
e Consolidated Report of Misconduct

Institutional Conflict of Interest Report

The annual Institutional Conflict of Interest Report provides a summary of conflict of interest
matters that the Conflict of Interest Program has addressed over the past year.

BACKGROUND INFORMATION

The Institutional Compliance Report is provided to the committee as required by Board of Regents
Policy: Board Operations and Agenda Guidelines. The Consolidated Reports of Misconduct were
added to the Institutional Compliance Report based upon a request from the committee to see this
information in a consolidated form.

The Institutional Conflict of Interest Report is provided to the committee as required by the Board

of Regents Policy: Institutional Conflict of Interest and Board of Regents Policy: Board Operations
and Agenda Guidelines.
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ANNUAL INSTITUTIONAL COMPLIANCE REPORT
OFFICE OF INSTITUTIONAL COMPLIANCE
FOR THE AUDIT AND COMPLIANCE COMMITTEE OF THE BOARD OF REGENTS
December 12, 2024

INTRODUCTION

This report addresses (I) Compliance Risk Reviews; (II) UReport Statistics; (I1l) Consolidated
Reports of Misconduct; (1V) Institutional Conflict of Interest.

Additional information regarding the University’s Office of Institutional Compliance (OIC) is
available on the OIC website https://integrity.umn.edu/.

I. COMPLIANCE RISK REVIEWS

The Compliance Risk Review (CRR) process is designed to be a collaborative, cross-functional, and
cross-educational strategy for the oversight of the management of significant compliance risks. The
process involves detailed research into compliance topics, working with stakeholders to develop and
implement topic specific compliance risk review tools, and providing support for stakeholders to act
on identified opportunities for compliance risk reduction.

The Office of Institutional Compliance plans to complete the following risk reviews in FY25:

e Environmental Safety (in progress)

e Lobbying & Political Activities (in progress)

e Food Safety Dining Services & Meat Science Laboratory (in progress)
e Donated Human Bodies

e Sexual Misconduct

Summary of FY24 completed Compliance Risk Reviews

1. Controlled Substances in Clinical Settings

Background

Currently, the University does not have a University-wide policy for the use of controlled substances in
clinical settings. We conducted this special compliance risk assessment to determine if there were any
gaps that needed to be addressed in clinical settings.

We reached out to clinical services coordinators throughout the University that did not fall under UMP or
Fairview compliance. We identified the following four areas that have controlled substances in clinical
areas:

e Boynton Health Service (Pharmacy and Dental. The Boynton clinic fills prescriptions at the
Pharmacy but does not store controlled substances)
School of Dentistry dental clinics
Fairview - IDS Pharmacy (does not currently fall under Fairview compliance)
Veterinary Medicine and Equine Center
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Compliance requirements in this area are a result of federal and state regulations. Because there are no
University-wide policies, all compliance requirements in the area fall under local policies and procedures.

Opportunities for Improvement

While the four areas covered in this review are generally effective in meeting controlled substances
requirements on paper, the assessment identified areas for improvement to ensure that controlled
substances regulations are being followed.

e Unlike controlled substances in research labs, there is no department or outside registrant that is
auditing controlled substances. We recommend that the University look at implementing a process
for this at least annually.

e Given the disparities in processes, protocols, and training, the University should consider whether
a system-wide policy and procedure would better address the risk of controlled substances in
clinical settings. The department and staff assigned oversight of the policy and procedures should
have the authority to cover the University areas included in this audit, as well as any other areas
that may handle controlled substances in the future.

e For consistency, we also recommend addressing how diversion would be handled in a policy.

2. International Students and Student and Exchange Visitor Information System (SEVIS)

Background

Staff in the Global Programs and Strategy Alliance (GPSA) International Student and Scholar Services
(ISSS) have operational responsibility for international students. The current head of the ISSS F-1
Program serves as the University and System Principal Designated School Official (PDSO).
Responsibility for student immigration for each of the Greater Minnesota campuses falls to their school’s
Designated School Officials (DSO). There are also two DSOs in Graduate Admissions on the Twin Cities
campus (who work with graduate students but not professional students), and DSOs assigned to the
Minnesota English Language Program (MELP).

The Student and Exchange Visitor Information System (SEVIS) is a web-based system for maintaining
information on nonimmigrant students and exchange visitors in the United States. It is the core
technology for the Department of Homeland Security (DHS). SEVIS tracks and monitors nonimmigrant
students and exchange visitors.

If accepted by an SEVP-certified school, foreign students may be admitted to the United States with the
appropriate F nonimmigrant status. Records of these nonimmigrant admissions and continued
participation in these educational programs are maintained in SEVIS; the system provides a mechanism
for student and exchange visitor status violators to be identified so that appropriate enforcement is taken
(i.e., denial of admission, denial of benefits or removal from the United States).

A DHS SEVIS field representative meets approximately twice per year with University DSOs and
conducts spot checks to ensure the University’s compliance with its due diligence expectations. The field
representative also conducts a comprehensive audit of the University’s processes and re-certifies our
SEVIS status every two years. The University’s last audit was in 2022.

Opportunity for Improvement: Consider establishing a regular channel of communication for system
DSOs.
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II. UREPORT STATISTICS for FY24

UReport is the University’s confidential and web-based service that enables the good faith reporting
of alleged violations of law or University policy. Reporters may submit reports anonymously through
a toll-free phone number or the University’s dedicated webpage.

The UReport Consultative Team, consisting of the University’s Chief Compliance Officer, Chief
Auditor, Vice President for Human Resources, and an attorney from the General Counsel’s Office,
provides oversight of the UReport process for every report filed.

UReports FY 2024 - July 1, 2023
through July 30, 2024
Total Reports 335
Reviews Pending Completion (as of June 30, 2024) 26 (8%)

Reviews Completed

309 (92%)

Substantiated

18 (6%)

Unsubstantiated

291 (94%)

UReports by Category (FY 2024)

Athletics

Conflict of Interest & Commitment

Discrimination, Harassment, Sexual Misconduct

Employment & Human Resources

Financial

Health & Safety

Privacy & IT Security

Research & Academic Misconduct

14

106

95

21

10

37

20 40 60 80

100

120
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UReports FY 2023 to FY 2024 Comparison by Category
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[IIl. CONSOLIDATED REPORTS OF MISCONDUCT FY24

In addition to reports filed using the UReport system, reports of misconduct may be directed to
central offices. The Office of Institutional Compliance requested data from these offices to
consolidate the number of reports received University-wide.

e Reports received by Central Offices (752)
o Athletics - 23
0 Audit - 6
0 Equal Opportunity and Title IX (EOT) - 665
0 Research and Innovation Office (RIO) - 11
0 Heath, Safety & Risk Management (HSRM) - 22
o Office of Human Resources (OHR) — 25
o UReports (335)
e Total Reports (1087)
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Consolidated Reports

FY 2024 - July 1, 2023
through July 30, 2024

Total Reports

1087

Reviews Pending Completion

51 (5%)

Reviews Completed

1036 (95%)

Substantiated

61 (6%)

Unsubstantiated

1026 (94%)

e Action taken for confirmed misconduct or non-compliance
o Number of non-termination disciplinary actions - 26

o Number of terminations - 13

o Number of Non-disciplinary actions - 22

Response/Corrective Action for Confirmed Misconduct or Non-
Compliance

Non-disciplinary
36%

Terminations 21%

Discipline, Other
A3%
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FY?24 Institutional Conflict of Interest (COI) Report

1. The Conflict of Interest (COI) Program:

o Received 109 Financial Disclosures for University Officials (FDUO), a 100% reporting
compliance rate.

¢ Conducted its annual review of financial relationships the University has with business entities
that fall into two or more of the following areas: technology commercialization licenses; gifts to
the University of Minnesota Foundation; vendor contracts; sponsored research. The COI
Program did not identify any relationships that compromise the integrity of University research,
teaching, outreach, or other mission-related activities.

¢ Did not identify any other matters involving subject matter reserved to the Board of Regents for
managing, reducing, or eliminating institutional conflict of interest, including:

e external relationships with an unusually significant financial impact that present a
potential conflict;

¢ potential conflicts that raise serious policy issues or have a significant public impact on
the mission and reputation of the University; or

¢ potential conflicts arising in matters that otherwise require Board review and action under
Board of Regents Policy: Reservation and Delegation of Authority.

2. The Institutional Conflict Review Panel (“Panel”):

¢ Welcomed as community members Dr. Frank Cerra (former UofM Senior VP for Health
Sciences and Medical School Dean) and Dr. Al Levine (former Vice President for
Research and CFANS Dean).

e Held five meetings during FY24 to consider conflict management plans for Phase 1 clinical
trials involving University licensed intellectual property. The Panel approved conflict
management plans for two Cancer trials, one Duchenne Muscular Dystrophy trial, and
one trial involving a medical device to support liver function.
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BOARD OF REGENTS
DOCKET ITEM SUMMARY

Audit & Compliance December 12,2024
AGENDA ITEM: Information Items
Review Review + Action Action X | Discussion

This is a report required by Board policy.

PRESENTERS: Quinn Gaalswyk, Chief Auditor
PURPOSE & KEY POINTS
Engagements Less Than $100,000 Requiring After-the-Fact-Reporting

The purpose of this item is to report engagements of less than $100,000 with external auditors as
required by Board policy.

e (liftonLarsonAllen LLP was engaged by the University’s Academic Health Center to provide
agreed upon procedures in regard to the University’s compliance with the Laws of
Minnesota for the Mayo Partnership in Regenerative Medicine award expenditures. The
related engagement letter was reviewed by the Controller’s Office prior to its finalization,
consistent with Board Policy. This engagement does not impair independence with
CliftonLarsonAllen LLP. The fees for this engagement are estimated at $26,250, plus out-of-
pocket expenses.

e Baker Tilly Virchow Krause & Co LLP was engaged by the Office of the Executive Vice
President for Finance and Operations to develop a more robust enterprise risk management
strategy and organizational structure to support risk management across the University of
Minnesota. This engagement did not present an independence issue regarding Baker Tilly
Virchow Krause & Co LLP. The fees for this engagement are estimated at $95,000, plus out-
of-pocket expenses.

e Ernst & Young was engaged by the Carlson School of Management to provide international
taxation consultation services. This engagement did not present an independence issue
regarding Ernst & Young. The fees for this engagement are estimated at $25,100.

BACKGROUND INFORMATION
Engagements with external audit firms with a value less than $100,000 are reported after the fact

to the committee as required by Board of Regents Policy, Board Operations and Agenda Guidelines
Section IV, Subd. 4, (g).
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