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I.

Introduction
The Administrative Procedures and Standards serve to interpret and clarify the policy on
Financial Sustainability for State System universities. The System Standards and
Procedures are designed to further define or explain the policy, not to impose any new
requirements that are not otherwise set forth in the policy.

II.

Definitions
The definitions listed below include all the indicators identified within the policy as well as
additional definitions needed for this procedures document. While all indicators within the
policy will be utilized by a university to manage operations, financial risk and to assist with
the financial sustainability planning process, only four (4) indicators will be utilized to
provide insight into a university’s financial health as outlined within these procedures. The
four (4) indicators are defined below as procedure indicators; Appendix A provides the
methodology by which each financial sustainability indicator each is calculated.
Procedure Indicators
A. Enrollment Indicator―Demographic changes have resulted in the increasing role of
enrollment as a leading indicator for financial health. Enrollment, for the purposes of
this procedure, includes historical data representing the actual prior years’ figures and
projected data as reported by each university.
Annualized Student FTE (Fulltime Equivalent): Measure that combines fulland part-time student credit loads and equates those totals to an annual full-time
equivalency. Student FTE is derived from Student Credit Hours, through university
course enrollment details for all courses in an academic year (July 1 through June
30, which includes Summer 2, Fall, Winter, Spring, Summer 1).
• An annual Student FTE for Undergraduate Instruction = 30 Credit Hours.
• An annual Student FTE for Graduate Instruction = 24 Credit Hours.

Projection―Projection data will be provided by each university through
regular planning and reporting processes.
B. Operating Margin Indicator―Operating margin is an indicator of efficiency which
shows the impacts of both pricing and operational decisions on financial health. It is
recommended by NACUBO (National Association of College and University Business
Officers) that the operating margin ratio be within 2-4 percent.
Operating Margin Ratio: Annual revenues minus annual expenses divided by
the annual revenues.
C. Primary Reserve Ratio Indicator―The primary reserve ratio is an important
indicator of financial health showing how long an institution could function using its
expendable net assets. It is recommended by NACUBO that the primary reserve ratio
be 0.40x or 40 percent or greater.
Primary Reserve Ratio: Expendable financial resources (unrestricted plus
temporary restricted) divided by annual operating requirements (total expenses).
D. University Minimum Reserves Indicator―The minimum reserve is an indicator of a
university’s ability to mitigate current and future risk and improve fiscal management.
University Minimum Reserves: Cash within all funds, with the exception of
restricted and agency, to cover at a minimum 90 days of operating expenses
based on prior year financial statement.
Additional Definitions
The following section provides additional definitions for use within the procedures.
A. Other Board-Affirmed Metrics―The following metrics affirmed by the Board of
Governors shall be used with other data as part of a University Sustainability Plan.
1. Student Support Ratios:
Annualized Academic Year FTE Ratio: A measure of productivity, calculated by
dividing student FTE by the total faculty FTE, based on the faculty workload within
the fall and spring terms. The total faculty FTE calculation includes the total
number of faculty instructional contract hours, including both direct instructional
(teaching) and indirect instructional (non-teaching, but instructionally related)
contract hours, as well as contract hours associated to noninstructional alternative
workload activities. The student FTE is derived from the course credits attempted
during fall and spring enrollments.
Annualized Academic Year Instructional FTE Ratio: A measure of direct
instructional productivity, calculated by dividing Student FTE by the direct
instructional faculty FTE, based on fall and spring terms. The faculty FTE
calculation is comprised of the total number of faculty associated to direct
instruction (teaching) and indirect instructional contract hours. The student FTE is
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derived from the course credits attempted during fall and spring enrollments.
Note: This calculation could be modified to reflect only Annualized Academic Year
Direct Instructional FTE.
Fall FTE Ratio: A measure of productivity, calculated by dividing fall student FTE
by the fall faculty FTE, based on all faculty workload within the fall semester.
Faculty are identified as those employees classified within the APSCUF
bargaining unit, paid from unrestricted funds; there is no distinction between
instructional and noninstructional faculty or the inclusion of personnel from other
units who may be performing teaching activities. Faculty FTE is a measure of the
employee utilization over time; based on SAP Capacity Utilization for Fall Term
(will not exceed 1.0). The student FTE is derived from the course credits
attempted during fall as of the fall freeze date.
Headcount Ratio: Number of students per one faculty member. Calculation
performed: Student Headcount divided by Faculty FTE, performed per fall and
spring term.
2. Student to Nonfaculty Ratio (FTE ratio):
Annualized FTE Ratio: Number of FTE students per one FTE staff member.
Calculation performed: Student FTE divided by staff FTE.
Headcount Ratio: Number of students per one staff member. Calculation
performed: Student Headcount divided by Staff Headcount, performed per fall and
spring term.
3. University Debt Ratio: The availability of expendable net assets to cover debt,
should the institution need to settle its obligations. Calculation performed:
Unrestricted and expendable net assets, not including capital projects expendable
net assets, divided by total debt. Also known as Viability Ratio.
4. Education and General (E&G) Expenditures per Student FTE: The Education
and General Fund consists of all unrestricted resources used in support of the
primary academic mission of the university, with no restrictions placed on them by
outside agencies. Expenditures are inclusive of all personnel compensation and
benefits, as well as all operational expenditures consisting of supplies and
services and capital expenditures incurred by the university within a given fiscal
year from July 1 through June 30. Calculation performed: E&G Expenditures
divided by Annualized Student FTE.
5. Retention Rate (second fall): The percentage of fall first-time, full-time,
baccalaureate degree-seeking students who return for the following fall term.
6. Graduation Rates (completions): Percentage of fall first-time, full-time,
baccalaureate degree seeking, undergraduate students receiving a bachelor’s
degree within four and six consecutive years. Student segments are based on
status of entering fall term.
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B. Financial Insolvency—The university’s net position, excluding the unfunded
liabilities, is negative, as reported in the audited financial statements.
C. Liquidity Loan—Loans providing temporary cash for operations for universities that
have declining cash balances, and are to be repaid according to loan agreements,
which include loans from within university accounts (intra-university) and loans from
within the System.
D. Investment Initiative—Start-up funding for strategic or innovative investments to
enhance a university’s success, which must comply with established reinvestment
agreements.
E. Financial Sustainability Plan—A plan developed by the university through a
process that relies on diverse stakeholders across the university community which
addresses the core challenges confronting the university. The plan must be presented
utilizing the standard template and process required by the chancellor. Also known as
the Integrated Planning Process (reference link).
F. Peer University Consulting—A diverse group of subject matter experts identified by
the chancellor’s office, in coordination with the System’s Executive Leadership Group
(ELG), and drawn from System universities or external resources to be utilized based
on issues specific within the Financial Sustainability Plans.
III.

Procedure/Standard
A. Determination of Financial Category―The four indicators outlined in the above
definitions will be analyzed jointly by the Chief Academic Officers (CAOs) and the
Chief Financial Officers (CFOs) at least annually to make an initial recommendation
of where the university lies across the financial spectrum based on all four indicators.
At a minimum, annually the following will occur:
1. An analysis will be conducted across the indicators with input from the university.
2. A recommendation will be presented to the university president and the Council of
Trustees for review and commentary.
3. The recommendation, inclusive of all feedback, will be presented by the president
to the ELG for appropriate review with final action by the chancellor.
4. Depending on where a university falls across the spectrum, additional actions may
be required as defined below.
B. Financial Spectrum Categories
Based on the determination of a university within a financial spectrum, additional
levels of detail in narrative, projections and monitoring will be required.
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1. Overall Stability:
a. The following are characteristics across the multiple indicators of universities
in this category:
i. Enrollments have remained relatively stable (less than a 2 percent decline)
or increased in the past two years and projections indicate stability or
growth.
ii. A university’s annual operating margin is 2 percent or higher (3-year
moving average).
iii. University’s Primary Reserve Ratio is 40 percent or higher (3-year moving
average).
iv. University reserves meet or exceed 180 days cash on hand.
b. Triggers, actions and monitoring: None.
c. The university is eligible to apply for assistance from the Investment Fund in
order to pursue strategic or innovative initiatives that are intended to
strengthen the university’s financial stability.
2. Financial Sustainability Plan One:
a. The following are characteristics across the multiple indicators of universities
in this category:
i. Enrollments have decreased between 2-5 percent in the past two years
and projections indicate continued decline.
ii. A university’s annual operating margin is between 0-2 percent (3-year
moving average).
iii. University’s Primary Reserve Ratio is between 20 percent and 40 percent
(3-year moving average) and trending downward.
iv. University reserves are between 90 and 180 days cash on hand.
b. Triggers, actions and monitoring:
i. Based upon the analysis and recommendation outlined in Section III A, if it
is determined by the ELG that a university is within this category, a
Financial Sustainability Plan will be required to be submitted to the CAOs
and CFOs for initial review and feedback. This group’s feedback may
include recommendations for follow-up monitoring on compliance.
ii. The Financial Sustainability Plan and CAO/CFO feedback will be
presented to the university president for presentation to the Council of
Trustees for review and commentary, with periodic updates as
appropriate.
iii. The Financial Sustainability Plan and all feedback will be submitted by the
university president to the ELG for awareness and additional comment
with final approval by the chancellor.
c. The university is eligible to apply for assistance from the Investment Fund in
order to pursue strategic or innovative initiatives that are intended to
strengthen the university’s financial stability.
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3. Financial Sustainability Plan Two:
a. The following are characteristics across the multiple indicators of universities
in this category:
i. Enrollments have decreased between 5 and 10 percent in the past two
years and projections indicate continued decline.
ii. A university’s annual operating margin is negative (3-year moving
average).
iii. University’s Primary Reserve Ratio is between 0 percent and 20 percent
(3-year moving average) and trending significantly downward.
iv. University reserves are between 30 and 90 days cash on hand.
b. Triggers, actions and monitoring:
i. Based upon the analysis and recommendation outlined in Section III A, if it
is determined by the ELG that a university is within this category, a
Financial Sustainability Plan will be required to be submitted to the CAOs
and CFOs for initial review. This group will provide feedback for the ELG
review.
ii. The Financial Sustainability Plan may require any or all of the following
components including but not limited to:
1. Identification of new and alternative revenue streams.
2. Review of Board-Affirmed Metrics (defined above) to address
prescribing cost-cutting measures such as limitations on discretionary
spending, workforce reductions, closure of facilities, program
curtailment, realignment of academic program offerings, and
elimination of services.
3. Consideration of furlough and retrenchment options in accordance with
collective bargaining agreements, as appropriate.
4. Consideration of outsourcing administrative functions to third-party
vendors, other System universities (if the receiving System president
agrees), the Office of the Chancellor, or System/regional shared
services (if participating presidents agree), in accordance with
collective bargaining agreements, as appropriate.
5. Consideration of restricting the hiring of new employees or entering
into new contracts.
6. Consideration and prioritization of operating capital needs and
identifying resources to meet needs.
c. Leveraging the ability for a loan between auxiliary and E&G funds within the
university’s funds. All intra-university loans must utilize the loan template
(Appendix B).
i. The review and feedback will be presented to the university president.
ii. The Financial Sustainability Plan and CAO/CFO feedback will be
presented by the president to the Council of Trustees for review and
commentary.
iii. The Financial Sustainability Plan and all feedback will be submitted by the
university president to the ELG for awareness and additional comment
with final approval by the chancellor.
iv. The president shall provide interim reports as required by the
chancellor/designee as deemed necessary for the monitoring of progress,
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until the university is no longer determined to be in documented stress.
These reports shall be presented to the CAO/CFOs for feedback and
potential additional monitoring as well as provided to the ELG, the Board
of Governors, and respective Council of Trustees.
d. The university is eligible to apply for assistance from the Investment Fund in
order to pursue strategic or innovative initiatives that are intended to
strengthen the university’s financial stability.
4. Financial Sustainability Plan Three:
a. The following are characteristics of universities in this category across multiple
indicators:
i. Enrollments have decreased greater than 10 percent in the past two years
and projections indicate continued decline.
ii. A university’s annual operating margin is consistently negative year over
year (3-year moving average).
iii. University’s Primary Reserve Ratio is negative year over year.
iv. University reserves are less than 30 days cash on hand.
b. Triggers, actions and monitoring:
i. Based upon the analysis and recommendation outlined in Section III A, if it
is determined by the ELG that a university is within this category, a
Financial Sustainability Plan will be required to be submitted to the CAOs
and CFOs for initial review. This group will provide feedback for the ELG
review.
ii. The Financial Sustainability Plan may require any or all of the components
for Plan Two including other items as may be required by the chancellor.
iii. The review and feedback will be presented to the university president.
iv. The Financial Sustainability Plan and CAO/CFO feedback will be
presented by the president to the Council of Trustees for review and
commentary.
v. The Financial Sustainability Plan and all feedback will be submitted by the
university president to the ELG for awareness and additional comment
with final approval by the chancellor.
vi. The president shall provide interim reports as required by the
chancellor/designee as deemed necessary for the monitoring of progress,
until the university is no longer determined to be in documented stress.
These reports shall be presented to the CAO/CFOs for feedback, potential
additional monitoring and provided to the ELG, the Board of Governors,
and respective Council of Trustees.
c. Once a university has been determined to be in this category, the Board of
Governors shall authorize the appropriate course of action to include the
following:
i. Authorize a liquidity loan if there is reasonable evidence of potential future
financial sustainability. Revenue anticipation, such as anticipated or
planned increases in enrollment, tuition, fees, or appropriation shall not be
considered to be evidence of future financial sustainability, without
sufficient empirical support of the veracity of the increases.
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ii. If a liquidity loan is needed, specific procedures and conditions shall apply,
such as must have first considered intra-university loans, expended
reserves, and implemented the Financial Sustainability Plan actions.
iii. The university shall comply with any restrictions or requirements
established as a condition of receiving the liquidity loan.
iv. The loan shall be repaid in full, with interest, based upon the terms of the
agreement as outlined in a promissory note.
IV. Implementation
Any changes to procedures, standards, and guidelines shall be promulgated by the
chancellor after consultation with the ELG and Board of Governors.
Effective Date—Immediately.
Appendix A – Financial Sustainability Indicator Definitions Methodology
Appendix B – Sample Loan Agreement
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Appendix A1
Financial Sustainability
Indicator Definitions Methodology

November 2019
Updated August 2020
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Appendix to System Procedure/Standard 2019-40: University Financial Sustainability
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Enrollment Indicator
Enrollment figures are sourced from the university-submitted student data files, as
required and defined by the Annual Data Collection Plan. The data is moved from the
submission environment to the SAP Business Warehouse for reporting. Enrollment
figures represent annualized FTE for the prior three completed academic years to
evaluate change in enrollment over two years.

Annualized Student FTE Enrollment
Source: Student Data Collection Plan Submissions (E-1 Student)
Measure that combines undergraduate and graduate, full- and part-time, student credits
and equates those totals to an annual full-time equivalency. Student FTE is the total
credits attempted for a term by students enrolled on the fifteenth day of classes for the
Fall and Spring terms and the Summer and Winter end of term from the student data
submission for all students. Annualized student FTE combines all terms within an
academic year, July 1 through June 30, which includes Summer 2, Fall, Winter, Spring,
Summer 1.
Calculation performed adds the following results together:
• Undergraduate Annualized Student FTE = Total Attempted Credits*/30 Credit Hours.
• Graduate Annualized Student FTE = Total Attempted Credits/24 Credit Hours.
* Clock-hour students are represented in these figures.

Enrollment Indicator Calculation:
The evaluated dataset includes the prior three academic years, subtracting the oldest
year from the most recent year and then dividing by the oldest year.
Calculation Performed: AY 2018 – 2019 minus AY 2016 – 2017 divided by AY 2016 – 2017
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Financial Indicators
All financial measures are sourced from SAP to the Business Warehouse for reporting.
Metrics are provided within the sustainability reports as three-year moving averages for
the operating margin and the primary reserve ratio, while the university reserves is
evaluated based on June 30 of the most recently closed fiscal year. Fiscal year
calculations are individually performed for the prior 5 years.

Net Operating Revenues Ratio or Operating Margin
Source: SAP Business Warehouse
Indicates the surplus (or deficit) of the university’s results of operation by which annual
revenues cover operating expenses. This shows all revenue (tuition, fees, room and
board, appropriation, advancement) and how expenses are managed against those
revenues. It will vary based on management decisions that impact both revenue and
expenses.
Calculation performed: Net operating revenues (expenses) plus net nonoperating
revenues (expenses) divided by operating revenues plus nonoperating revenues.

Primary Reserve Ratio
Source: SAP Business Warehouse
The Primary Reserve Ratio measures the financial strength of the institution by
comparing expendable net assets to total expenses.
Calculation performed: Expendable net assets divided by total expenses.

University Minimum Reserves
Source: SAP Business Warehouse
Shows the short-term number of days a university can operate and cover its unrestricted
operating expenses with cash.
Calculation performed: Unrestricted cash times 365 divided by total unrestricted
expenses.
*All ratios are adjusted for noncash expenses in excess of pay-as-you-go for unfunded
liabilities of OPEB, pensions, and compensated absences, and for the net liability of
each of these three unfunded liabilities.
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Financial Indicator Definitions via FINRPT
Data for all financial metrics are sourced from SAP and not directly from the university
FINRPTs. The selections and examples below are defined in accordance with
Prager/KPMG ratios1 utilizing the State System’s FINRPT methodology. If there are
discrepancies between SAP and the FINRPT, actions should be taken by the university
to reconcile SAP with the FINRPT in any of the prior years.

Net Operating Revenues Ratio or Operating Margin
Calculation of Sustainability Ratios
FY 2018/19 Results
FINRPT Source

Example

Operating Margin Ratio--As revised July 2020
Numerator
Total Revenues

5. Min Objs

K50

253,326,896

Total Expenses

5. Min Objs

K227

(245,365,153)

Add back Compensation expenses related to unfunded liabilities

5. Min Objs

K192

(4,586,927)

Add back compensation expenses paid from Plant (capitalized)
Plant Unrestricted
Plant Restricted
Auxiliary Plant Unrestricted
Auxiliary Plant Restricted

5. Min Objs
5. Min Objs
5. Min Objs
5. Min Objs

E194
F194
H194
I194

245,890
7,536
6,672
0
260,098

Subtract:
(Gain) Loss on acquisition/disposal
State appropriations, capital
5. Min Objs
Capital gifts and grants (MO 421-425, 431, columns E, F, H, I, J) 8. SRECNA
Additions to permanent endowments (MO 430)
5. Min Objs

K21
F53
K28

Numerator: Net Operating Revenues
Denominator
Total Revenues

312
(2,378,988)
(5,940,176)
0
(4,683,938)

5. Min Objs

K50

253,326,896

Subtract:
(Gain) Loss on acquisition/disposal
State appropriations, capital
5. Min Objs
Capital gifts and grants (MO 421-425, 431, columns E, F, H, I, J) 8. SRECNA
Additions to permanent endowments (MO 430)
5. Min Objs

K21
F53
K28

312
(2,378,988)
(5,940,176)
0

Denominator: Total Revenues

245,008,044
Operating Margin Ratio

-1.91%

1

Prager, Sealy & Co., LLC; KPMG LLP; and Attain LLC. Strategic Financial Analysis for Higher
Education: Identifying, Measuring & Reporting Financial Risks, Seventh Edition. 2010.
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Primary Reserve Ratio
Indiana University
FY 2018/19

Source

Primary Reserve Ratio
Expendable Net Assets
Unrestricted Net Assets

9.Bal Sheet

(339,029,388)

Restricted Expendable Net Assets
Scholarships and fellowships
Research
Other

9.Bal Sheet
9.Bal Sheet
9.Bal Sheet

906,024
996
0

Add back Postretirement Liability
Current Portion - SSHE Plan OPEB liability
Current Portion - REHP OPEB liability
NonCurrent Portion - SSHE Plan OPEB liability
NonCurrent Portion - REHP OPEB liability
PSERS OPEB liability
SSHE Plan OPEB deferred inflows
REHP OPEB deferred inflows
PSERS OPEB deferred inflows
SSHE Plan OPEB contributions after measurement date
SSHE Plan OPEB other deferred outflows
REHP OPEB contributions after measurement date
REHP OPEB other deferred outflows
PSERS OPEB contributions after measurement date
PSERS OPEB other deferred outflows

9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet

4,453,727
3,007,248
157,430,139
72,927,980
499,843
30,982,794
33,355,645
23,373
(4,453,727)
0
(3,007,248)
(4,057,407)
(28,353)
(17,759)
291,116,255

Add back SERS net pension Liability
SERS net pension liability
SERS deferred inflows
SERS contributions after measurement date
SERS other deferred outflows

9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet

134,471,346
3,238,994
(7,211,069)
(20,612,550)
109,886,721

Add back PSERS net pension Liability
PSERS net pension liability
PSERS other deferred inflows
PSERS contributions after measurement date
PSERS actual less proportionate contributions
PSERS other deferred outflows

9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet
9.Bal Sheet

11,420,831
297,387
(1,113,722)
0
(600,726)
10,003,770

Add back Compensated Absences Liability
Compensated Absences liability, current
Compensated Absences liability, noncurrent

9.Bal Sheet
9.Bal Sheet

1,709,368
15,757,439
17,466,807

Adjusted Expendable Net Assets

90,351,185

Total Expenses
Total Operating Expenses

8.SRECNA

243,148,700

Interest Expense

8.SRECNA

1,956,354

Less OPEB Expense excess of pay-as-you-go
MO 562 Annuitant's Hospitalization excess of pay-as-you-go - SSHE
MO 562 Annuitant's Hospitalization excess of pay-as-you-go - REHP
MO 563 PSERS Healthcare Premium excess of pay-as-you-go

5.Min Objs
5.Min Objs
5.Min Objs

(5,469,178)
(5,788,178)
2,597
(11,254,759)

Less Pension Expense excess of pay-as-you-go
MO 550 Pension Expense, SERS - excess of pay-as-you-go
MO 5517/551.2 Commonwealth Share of PSERS expense (Pension)
MO 551.3 Commonwealth Share of PSERS expense (OPEB)
MO 551 Pension Expense, PSERS - excess of pay-as-you-go

5.Min Objs
5.Min Objs
5.Min Objs
5.Min Objs

5,182,855
1,257,578
23,242
267,211
6,730,886

Less Compensated Absences adjustment
MO 530 Sick Leave Pay-Out, Compensated Absence adjustment
MO 531 Annual Leave Pay-Out, Compensated Absence adjustment

5.Min Objs
5.Min Objs

219,207
(282,261)
(63,054)

Adjusted Total Expenses
Primary Reserve Ratio

249,691,981
0.36
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University Minimum Reserves
Indiana University
FY 2018/19

Source

Minimum Reserves
Unrestricted Cash & Cash Equivalents
Unrestricted
E&G
Plant Unrestricted
Auxiliary
Auxiliary Plant Unrestricted

9.Bal Sheet
44,905,362
38,104,986
3,051,279
5,404,687

Short-term Investments
E&G
Plant Unrestricted
Auxiliary
Auxiliary Plant Unrestricted

9.Bal Sheet

Long-term Investments
E&G
Plant Unrestricted
Auxiliary
Auxiliary Plant Unrestricted

9.Bal Sheet

Total Cash
# of days in year
Numerator

9.Bal Sheet

94,657,917
365
34,550,139,705

5.Min Objs
5.Min Objs
5.Min Objs
5.Min Objs

192,560,288
269,118
23,937,407
6,672

Unrestricted Expenses
Total Expenses (Line 227)
E&G
Plant Unrestricted
Auxiliary
Auxiliary Plant Unrestricted
Less OPEB Expense excess of pay-as-you-go
MO 562 Annuitant's Hospitalization excess of pay-as-you-go
MO 562 Annuitant's Hospitalization excess of pay-as-you-go - REHP
MO 563 PSERS Healthcare Premium excess of pay-as-you-go

0
0
0
0

3,191,603
0
0
0

5.Min Objs
5.Min Objs
5.Min Objs

(5,469,178)
(5,788,178)
2,597
(11,254,759)

Less Pension Expense excess of pay-as-you-go
MO 550 Pension Expense, SERS - excess of pay-as-you-go
MO 551 Pension Expense, PSERS - excess of pay-as-you-go

5.Min Objs
5.Min Objs

5,182,855
267,211
5,450,066

Less Compensated Absences adjustment
MO 530 Sick Leave Pay-Out, Compensated Absence adjustment
MO 531 Annual Leave Pay-Out, Compensated Absence adjustment

5.Min Objs
5.Min Objs

219,207
(282,261)
(63,054)

Total Unrestricted Expenses

222,641,232

Minimum Reserves (in days)

155

(credit Rick White, Interim Associate Vice President for Finance IUP, for detail breakout for each formula)
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Financial Indicator Calculation: Three-Year Moving Averages
The evaluated datasets for the Operating Margin and the Primary Reserve Ratio include
the prior five closed fiscal years, calculating a moving average in three-year segments.
The overall indicator is based on the calculation of the three-year sum of the numerator
divided into the three-year sum of the denominator; it is not the average of the ratios.
Operating Margin Example:

Primary Reserve Ratio Example:

Financial Indicator Calculation: Minimum Reserve
The evaluated dataset for the University Minimum Reserve calculation is strictly based
on the ending balances of the most recently closed fiscal year. All other prior years are
included to offer insight into trending of cash balances.
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Sustainability Indicator Key

Footnotes:
•
•
•
•

The Primary Reserve and Operating Margin are KPMG ratios, not Moody’s.
University Minimum Reserve uses KPMG’s methodologies for the unrestricted
expenses.
Primary Reserve and Operating Margin include all funds, i.e., unrestricted and
restricted funds.
Minimum Reserves only include unrestricted cash and cash equivalents, including
short-term and long-term investments, and unrestricted expenses; restricted cash
and expenses are excluded.
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Appendix B
Funds may be transferred to Educational & General funds on a temporary basis to support those
operations when needed. Terms for the temporary loan, including interest charged and other
provisions are specified in the Auxiliary/E&G Fund University Loan Promissory Note attached to
this procedure. A copy of the executed note shall be sent to the Vice Chancellor of
Administration and Finance in the Office of the Chancellor. (Highlighted text in the form below
are to be updated when used.)

Promissory Note
X University of Pennsylvania
Auxiliary/E&G Fund University Loan
THIS Promissory Note, made and entered into this xth day of xx, 201x, between the X
University of Pennsylvania’s auxiliary/educational and general Fund (E&G) Fund as lender,
hereinafter referred to as the Lender, and X University of Pennsylvania’s auxiliary/E&G Fund
as borrower, hereinafter referred to as the Borrower.
WHEREAS, the Borrower desires to borrow up to $x,x00,000 from the Lender's Cash
Balances as a line of credit, to be drawn upon in any or all amount, as needed by the
Borrower, for a term not to exceed three years for each draw. The draw(s) shall be repaid in
accordance with an amortization schedule determined at the time of the draw, at an initial
interest rate of x.xx% per annum, set annually in accordance with the System’s overall
interest rate [Note: Treasury can provide the current rate]. In consultation with the Borrower,
payment may be requested by the Lender at an earlier date, with interest calculated as
described above, and
WHEREAS, the Borrower's request has been duly approved by the President and the Council
of Trustees has been notified of this internal loan,
NOW, THEREFORE, for and in consideration of the foregoing, the Borrower makes the
following covenants:
1) The Borrower agrees that the principal and any and all accrued interest will be paid by
a transfer out of its operating account in accordance with schedule described above,
or as requested by Lender. The interest rate will be adjusted annually, as provided by
the Treasury Office, Office of the Chancellor, Pennsylvania’s State System of Higher
Education.
2) The Borrower agrees to record a "mandatory transfer from auxiliary/E&G" on the
effective date of each draw and a "mandatory transfer to auxiliary/E&G" for each
payment (principle and interest) to the Lender.
3) The Borrower agrees to reflect all anticipated draws and payments in its annual budget
projections.
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IN WITNESS WHEREOF, the signatories hereto have caused this Promissory Note to be
executed the date first above-written.
_____________________
President
X University of Pennsylvania

_____________________
Vice President for Finance and Administration
X University of Pennsylvania
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