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Restricted net assets - nonexpendable:  Nonexpendable restricted net assets consist of 
endowment and similar type funds in which donors or other outside sources have stipulated, as a 
condition of the gift instrument, that the principal is to be maintained inviolate and in perpetuity, 
and invested for the purpose of producing present and future income, which may either be 
expended or added to principal. 
  
Unrestricted net assets:  Unrestricted net assets represent resources derived from student tuition 
and fees, appropriations, and sales and services of educational departments and auxiliary 
enterprises.  These resources are used for transactions relating to the educational and general 
operations of the University, as well as to repair and renovations to the physical plant, and may be 
used at the discretion of the governing board to meet current expenses for any purpose.   
 

The University policy for applying expenses that can use both restricted and unrestricted resources is delegated 
to the departmental administrative level.  General practice is to first apply the expense to restricted resources 
then to unrestricted resources. 
 
Classification of Revenue and Expense 
The University classifies its revenues and expenses as either operating or non-operating depending on whether 
or not they generally result from exchange transactions arising in connection with its principal on-going 
activity, the provision of higher education.  Operating revenues include (1) student tuition and fees received 
in exchange for providing educational services, housing, and other related services to students;  (2) receipts for 
scholarships where the provider has identified the student recipients or eligibility criteria; (3) fees received from 
organizations and individuals in exchange for miscellaneous goods and services provided by the University; 
and (4) grants and contracts that are essentially the same as contracts for services that finance programs the 
University would not otherwise undertake. Operating expenses result from providing the goods and services 
exchanged for the respective revenues.  
 
All revenues and expenses not meeting the definition of operating revenues are reported as non-operating 
revenues and expenses.  Such transactions generally arise from activities that have characteristics of non-
exchange transactions.  Examples include gifts and contributions, government appropriations, investment 
income, and any grants and contracts that are not classified as operating revenue or restricted by the grantor to 
be used exclusively for capital purposes. 
 
Scholarship Discounts and Allowances 
Student tuition and fee revenues, and certain other revenues from students, are reported net of scholarship 
discounts and allowances in the statement of revenue, expenses, and changes in net assets.  Scholarship 
discounts and allowances are the difference between the stated charge for goods and services provided by the 
University, and the amount that is paid by students and/or third parties making payments on the students’ 
behalf.  Certain governmental grants, such as Pell grants, and other Federal, State, or nongovernmental 
programs, are recorded as either operating or nonoperating revenues in the University’s financial statements.  
To the extent that revenues from such programs are used to satisfy tuition and fees and other student charges, 
the University has recorded a scholarship discount and allowance.  Scholarships for certain individuals that are 
required by State law or out-of-state fee differential abatements facilitated by intra-state agreements are 
recorded as neither tuition and fee revenue nor scholarship allowance. 
 
Sales and Services of Educational and Other Activities 
Revenues from sales and services of educational and other activities generally consist of amounts received 
from instructional, laboratory, research, and public service activities that incidentally create goods and 
services which may be sold to students, faculty, staff, and the general public.  The University receives such 




