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THE UNIVERSITY OF SOUTH DAKOTA 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

This section of the University of South Dakota (“University”) annual financial report presents 
management’s discussion and analysis of the financial performance of the University during the 
fiscal year ended June 30, 2006.  This discussion should be read in conjunction with the 
accompanying financial statements and footnotes.  The financial statements, footnotes, and this 
discussion are the responsibility of University management. 
 
Using the Annual Financial Report 
This annual report consists of financial statements, prepared in accordance with Governmental 
Accounting Standards Board (“GASB”) Statement No. 35, Basic Financial Statements and 
Management’s Discussion and Analysis for Public Colleges and Universities.  These financial 
statements differ significantly, in both the form and the accounting principles utilized, from  
financial statements prior to FY03.  The financial statements presented in prior years focused on 
the accountability of fund groups, while these statements focus on the financial condition of the 
University, the results of operations, and cash flows of the University as a whole. 
 
The financial statements prescribed by GASB Statement No. 35 (the Statement of Net Assets, 
Statement of Revenues, Expenses, and Changes in Net Assets, and the Statement of Cash Flows) 
present financial information in a form similar to that used by corporations.  They are prepared 
under the accrual basis of accounting, whereby revenues and assets are recognized when the 
service is provided and expenses and liabilities are recognized when others provide the service, 
regardless of when cash is exchanged. 
 
The Statement of Net Assets includes all assets and liabilities: 
 
The Statement of Net Assets includes all assets and liabilities.  Over time, increases or decreases 
in net assets (the difference between assets and liabilities) is one indicator of the improvement or 
erosion of the University’s financial health when considered with non-financial facts such as 
enrollment levels and the condition of facilities. 
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Condensed Statement of Net Assets  

For Fiscal Year Ending June 30, 2006 
Assets 
     Cash or equivalent $30,805,571.51
     Other Current Assets 6,936,542.35
     Non-Current Assets 119,291,428.80
Total Assets    $157,033,542.66 
 
Liabilities 
     Current Liabilities (due within one year) 
     Non-Current Liabilities 
Total Liabilities                                                                                               
 
Net Assets                                                                                                     

$9,958,396.77
       55,182,022.02 
     $65,140,418.79 
   
     $91,893,123.87 

 
 
Noteworthy Financial Activity 
 
As of June 30, 2006, the University’s total assets were $157,033,543.  Physical plant of 
$107,324,731 is the largest and includes Buildings, Equipment and Library books less 
depreciation which is included in non-current assets.  The remaining non current assets were 
non-current cash of $2,331,228, which is designated for dorm renovation, and notes receivable of 
$9,635,470. 
 
In fiscal 2006, the University’s current assets of $37,742,114 were sufficient to cover current 
liabilities of $9,958,397 (current ratio of 3.79).  Increase from last year of 2.96. 
 
The University’s Change in Net Assets showed an increase of $16,108,132 to $91,893,124 for 
FY06, of which $85,446,601 is invested in capital assets.  This was due to construction in 
progress in the Sanford Medical School and other various building improvements over 
depreciated amount. 
 
University liabilities total $65,140,419 at June 30, 2006.  Long-term debt of $48,832,897 is the 
largest liability.  Dakota Dome, Old Main, Resident Hall Renovation, Coyote Student Center, & 
Federal Capital Contribution all total the $48,832,897.  The Long Term Debt to Total Operating 
Revenue ratio is 56.81%.  
 
Total liabilities increased by $13,226,132.  The increase is due to increase of various liability 
accounts and offset by any decrease in any liability accounts.  Bonds Payable increased by 
$12,260,000 while the remaining increase was through various remaining Liability accounts. 
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The Statement of Revenues, Expenses, and Changes in Net Assets: 
 
The Statement of Revenues, Expenses, and Changes in Net Assets presents the revenues earned 
and expenses incurred during the year.  Activities are reported as either operating or non-
operating.  A public university’s dependency on state aid and gifts could result in operating 
deficits because the financial reporting model classifies state appropriations and gifts as non-
operating revenues.  The utilization of capital assets is reflected in the financial statements as 
depreciation, which amortizes the cost of an asset over its expected useful life. 
 
 
Condensed Statement of Revenues, Expenses, and Changes in Net Assets 
                           For Fiscal Year Ending June 30, 2006 
 
Tatal operating Revenues  $               85,951,241  
Total operating Expenses  $             122,511,579  
   Operating loss  $             (36,560,338) 
    
Non-operating revenues (expenses)  $               42,835,966  
   Income before other revenues, expenses, gains, or losses   $                 6,275,628 
    
Capital appropriations and gifts  $                 9,832,504  
   Total increase in net assets  $               16,108,132  
    
Net assets, beginning of year  $               75,784,992  
Net assets, beginning of year adjustments  $                     
Net assets, end of year  $               91,893,124  

 
Noteworthy Financial Activity 
 
The most significant sources of operating revenues for the University are tuition and fees of 
$33,277,636, auxiliary services of $7,702,327, and grants and contracts of $35,219,865. 
 
Operating expenditures equaled $122,511,579, of which $6,811,107 is depreciation expense. 
 
State appropriations were the most significant non-operating revenue, totaling $45,207,678.  
State appropriations are funds appropriated each year by the state legislature to the University as 
part of the University’s total budget.  However, due to GASB reporting requirements it is 
reported as non-operating income, therefore it offsets the operating loss. 
 
The Statement of Cash Flows: 
 
The Statement of Cash Flows presents information related to cash inflows and outflows 
summarized by operating, noncapital financing, capital financing, and related investing activities, 
and helps measure the ability to meet financial obligations as they mature. 
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                                    Condensed Statements of Cash Flows 
                                       For the Year Ended June 30, 2006 
 
Cash provided/(used)by:   
   Operating activities  $                 (27,855,054) 
   Noncapital financing activities  $                   45,177,754 
   Capital and related financing activities  $                 (10,024,370) 
   Investing activities  $                       440,616  
      Net increase in cash  $                    7,738,946  
     
Cash and cash equivalents, beginning of year  $                   25,397,853 
Cash and cash equivalents, end of year  $                   33,136,800 

 
 
Looking Ahead 
 
The University maintains a positive outlook for FY06 and beyond.  The University continues to 
be well positioned for the future, both academically and financially.  Reliance on state support 
remains an important non-operating revenue source for the University.  The level of State 
General Fund Appropriations is expected to remain stable.  The University has relied on Grants 
and Contracts for a major source of revenue and will continued to seek more revenue from 
outside entities for Grants and Contracts in the future. 
 
The University has a facility plan to insure that campus buildings and infrastructure will be 
maintained in excellent condition for many years to come.  Major Projects that are being 
completed, in process now, and in the planning process are the  Medical Science Building at 
which time half of the building is complete and faculty and staff have moved in and are utilizing 
the new part of the Sanford Medical Building.  The old half will be torn down and the 
construction of the new other half will begin this coming year.  The new Business School, the 
new Coyote Student Center and the remodeling of all of the Univeristy’s residence halls are 
either in process or will be. 
 
 
The University of South Dakota Strategic Plan for 2007 -  2012 
 
The U is well positioned to fill a niche - a university engaged in significant research while 
retaining a strong commitment to the liberal arts. Over the next five years, The University of 
South Dakota seeks to establish itself as the best small, publicly funded University in the nation 
providing students with an extraordinary education.  
The strategic issues identified in our new strategic plan will challenge our entire University 
community to think strategically, embrace change, and work together to build an extraordinary 
university. 
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Our strategic plan is a living document that will serve as a roadmap for our future.  Below are 
our strategic issues. 

1. Academic Excellence 

2. Research and Creative Activity 

3. Enrollment Management 

4. Institutional Positioning 

5. Funding and Resource Development 

6. Organizational Effectiveness and Change 
 
A strategic plan was put into place that will enable the University to monitor and achieve 
academic goals for 2010 last year.  Over the next four years, the University seeks to establish 
itself as the best small, publicly funded university providing students with an extraordinary 
education.  The following are goals established by the University at that time. 
 
 
Goal 1.1 
Be recognized among the best liberal arts institutions in the country for undergraduate teaching 
and learning, resulting in graduates who are citizens well-prepared to make a positive 
contribution to our world. 
 
Goal 1.2  
Strengthen graduate and professional programming to a breadth and rigor characteristic of 
Carnegie “Comprehensive Doctoral with Medical/Veterinary” institutions. 
 
 
Goal 1.3  
Increase significantly student learning, retention, and graduation through the creation of a 
culturally and intellectually diverse environment that supports and engages all students through 
the integration of rich academic and social experiences. 
 
Goal 2.1   
Conduct competitive research and creative activity comparable to that at the smaller Carnegie 
“Comprehensive Doctoral with Medical/Veterinary” institutions.  
 
Goal 2.2  
Create a process and infrastructure to foster research aligned with South Dakota’s 2010 Initiative 
for economic development.  
 
Goal 3.1  
Create and implement a university-wide integrated enrollment management process to recruit 
and retain approximately 10,000-11,000 students—an enrollment consistent with our flagship 
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status and our Carnegie “Comprehensive Doctoral with Medical/Veterinary” peers, and which 
reflects both increased selectivity and broader diversity. 
 
Goal 4.1  
Ensure the University is portrayed appropriately and consistently to all key constituencies. 
 
Goal 5.1  
Ensure that adequate resources are in place to fund operations over the next five years. 
 
Goal 5.2  
Provide an attractive, welcoming physical campus with facilities, libraries, equipment, and other 
infrastructure that support institutional goals. 
 
Goal 5.3  
Provide the highest quality, most reliable, contemporary, cost effective, and integrated 
technology-based services to support teaching, learning, research, creative activity, and the 
delivery of administrative services to the University community. 
 
Goal 6.1 
Define and develop a high performance culture that values strong leadership, sound planning, 
and excellent execution, leading to the achievement of goals and distinction for USD 
 
Enrollment 
With these goals in place the university hopes to recruit and maintain an enrollment of 
approximately 10,000-11,000 students by the year 2010. 
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ASSETS
CURRENT ASSETS

CASH ON DEPOSIT-STATE TREASURER 13,680,137.61$    7,266,829.71$      
OTHER CASH & TEMPORARY INVESTMENTS 17,125,433.90$    10,375,739.02$    
ACCTS REC - STUDENTS 2,651,274.68$      1,146,748.67$      
     (NET OF ALLOWANCE OF $92,854.13)
ACCOUNTS RECEIVABLE - DEPT SALES 807.96$                9,626.06$             
NOTES RECEIVABLE 2,909,346.67$      2,417,762.19$      
INTEREST RECEIVABLE 172,337.11$         161,264.76$         
PREPAID EXPENSES & DEFERRED CHARGES -$                      -$                      
INVENTORY 437,874.31$         463,614.36$         
DUE FROM FEDERAL SOURCES -$                      940,464.00$         
DUE FROM PRIMARY GOVERNMENT 206,083.66$         217,381.87$         
DUE FROM OTHER COMPONENT UNIT 558,817.96$         384,852.63$         

TOTAL CURRENT ASSETS 37,742,113.86$       23,384,283.27$       

NON-CURRENT ASSETS
CASH NON-CURRENT 2,331,228.08$      7,755,284.40$      
NOTES RECEIVABLE 9,635,469.88$      10,443,489.53$    
WORKS OF ARTS & HISTORICAL TREASURES 379,085.00$         379,085.00$         
CONSTRUCTION IN PROGRESS 33,172,196.83$    12,622,801.96$    
BUILDINGS & BUILD IMPROVE 48,704,933.16$    50,474,724.16$    
     (NET OF ACCUM DEPR $46,574,153.60)
LAND 953,615.41$         945,215.41$         
LAND IMPROVEMENTS 3,050,115.98$      3,186,370.35$      
     (NET OF ACCUM DEPREC $877,504.31)
INFRASTRUCTURE 1,194,259.78$      1,335,392.12$      
     (NET OF ACCUM DEPREC $3,529,288.77)
EQUIPMENT & OTHER PROPERTY 19,870,524.68$    17,172,633.16$    
     (NET ACCUM DEPREC $47,755,853.13)

TOTAL NON-CURRENT ASSETS 119,291,428.80$     104,314,996.09$     
TOTAL ASSETS 157,033,542.66$     127,699,279.36$     

LIABILITIES
CURRENT LIABILITIES

ACCOUNTS PAYABLE - CURRENT 5,215,219.23$      2,208,805.87$      
ACCRUED WAGES & BENEFITS 155,678.17$         315,950.98$         
ACCRUED INTEREST PAYABLE 692,655.92$         540,563.12$         
COMPENSATED ABSENCES PAYABLE - CURRENT 2,151,217.71$      2,349,880.63$      
NOTES PAYABLE - CURRENT PORTION -$                      -$                      
BONDS PAYABLE - CURRENT 525,000.00$         515,000.00$         
OBLIGATIONS UNDER CAPITAL LEASES - CURRENT 255,000.00$         245,000.00$         
DEFERRED REVENUE -$                      -$                      
OTHER ACCRUED LIABILITIES 240,065.72$         518,853.12$         
STUDENT DEPOSITS 26,500.00$           29,000.00$           
DUE TO FEDERAL SOURCES -$                      -$                      
DUE TO PRIMARY GOVERNMENT 263,355.43$         175,954.96$         
DUE TO OTHER COMPONENT UNIT 149,103.05$         273,853.47$         
AGENCY FUNDS-FUNDS HELD FOR OTHERS 284,601.54$         721,671.33$         

TOTAL CURRENT LIABILITIES 9,958,396.77$         7,894,533.48$         

THE UNIVERSITY OF SOUTH DAKOTA
STATEMENT OF NET ASSETS

June 30, 2006

June 30, 2006 June 30, 2005
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NON-CURRENT LIABILITIES
COMPENSATED ABSENCES PAYABLE - NON-CURRENT 6,349,125.12$      7,302,688.99$      
NOTES PAYABLE - NON-CURRENT -$                      -$                      
BONDS PAYABLE - NON-CURRENT 27,565,000.00$    15,305,000.00$    
OBLIGATIONS UNDER CAPITAL LEASES - NON-CURRENT 7,378,000.00$      7,633,000.00$      
FEDERAL CAPITAL CONTRIBUTION ADVANCE 13,889,896.90$    13,779,064.93$    

TOTAL NON-CURRENT LIABILITIES 55,182,022.02$       44,019,753.92$       
TOTAL LIABILITIES 65,140,418.79$       51,914,287.40$       

NET ASSETS
INVESTED IN CAPITAL, NET OF RELATED DEBT 85,448,601.38$    70,173,506.56$    
RESTRICTED

NONEXPENDABLE
   SCHOLARSHIPS AND FELLOWSHIPS -$                      -$                      
   RESEARCH -$                      -$                      
   LOANS 1,701,621.46$      1,609,826.16$      
EXPENDABLE
   SCHOLARSHIPS AND FELLOWSHIPS -$                      -$                      
   RESEARCH -$                      -$                      
   INSTRUCTIONAL DEPARTMENT USES -$                      -$                      
   OTHER -$                      -$                      
   DEBT & M&E RESERVED 1,154,786.26$      1,180,273.06$      

UNRESTRICTED 3,588,114.77$      2,821,386.18$      
TOTAL NET ASSETS 91,893,123.87$       75,784,991.96$       

June 30, 2006 June 30, 2005
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OPERATING REVENUES
Tuition

State support 16,160,816.58$      14,538,245.66$      
Self support 5,638,950.00$       4,830,728.68$       
HEFF -$                       -$                       
    Total Tuition 21,799,766.58$        19,368,974.34$        

Fees
University support fee 6,090,418.40$       5,427,168.52$       
Salary Competitiveness Fee 3,802,631.00$       3,336,421.00$       
General Activity Fee 3,434,945.34$       2,450,145.63$       
Salary Enhancement Fees (business, law, etc.) 446,708.15$          427,307.05$          
Special Discipline Fees (nursing, law, med, etc.) 888,339.35$          1,004,920.26$       
Lab Fees 239,722.82$          142,600.00$          
Vehicle Registration 241,086.97$          267,066.63$          
Delivery Fees 628,918.44$          574,998.92$          
Technology Fee -$                       -$                       
Other Fees (application, transcript, exam for credit & 
   international student fees) 372,105.89$          215,190.18$          
    Total Fees 16,144,876.36$        13,845,818.19$        

Total Tuition and Fees 37,944,642.94$        33,214,792.53$        
Student Financial Assistance (4,667,007.06)$        (4,470,712.19)$        
Tuition and Fees net of student financial assistance 33,277,635.88$        28,744,080.34$        
Auxiliaries (net of scholarship allowances of $1,130,665.16) 7,702,326.84$          6,461,434.21$          
General Sales & Services 9,382,950.88$          11,205,314.97$        
Loan Cancellation Reimbursement 189,776.00$             195,401.00$             
Contracts & Grants

Federal 25,451,666.78$        23,328,206.53$        
State 2,819,673.71$          1,840,919.43$          
Private 6,948,524.06$          6,723,805.67$          

Student Loan Interest 178,686.56$             165,691.68$             
Transfers In from Other Component Units/Other Additions -$                         -$                         
TOTAL OPERATING REVENUES 85,951,240.71$        78,664,853.83$        

OPERATING EXPENSES
Personal Services (salaries & benefits) (81,924,215.71)$    (78,992,063.42)$    
Travel (2,831,482.54)$      (2,715,553.00)$      
Contractual (19,694,818.82)$    (17,495,786.93)$    
Supplies & Materials (4,569,255.37)$      (8,892,224.58)$      
Capital Outlay -$                       -$                       
Other (371,604.60)$         (146,933.21)$         
Grants (6,309,094.77)$      (6,255,728.93)$      
Interest -$                       -$                       
Bad Debt -$                       -$                       
Depreciation (6,811,107.20)$      (6,374,640.28)$      
TOTAL OPERATING EXPENSES (122,511,579.01)$     (120,872,930.35)$     
OPERATING INCOME/(LOSS) (36,560,338.30)$      (42,208,076.52)$      

THE UNIVERSITY OF SOUTH DAKOTA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

June 30, 2006

June 30, 2005June 30, 2006
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

June 30, 2006

NON-OPERATING REVENUES
General Fund Appropriations 45,207,677.75$        43,694,761.61$        
School & Public Lands 169,549.50$             135,039.08$             
Federal Fund Appropriations -$                         -$                         
HEFF 87,983.00$              87,983.00$              
Endo/Ecto Tax -$                         -$                         
Investment Income 634,686.35$             795,318.98$             
Loan Cancellation Reimbursement -$                         -$                         
Other Revenue & Additions 225,479.00$             395,101.23$             
Premium on Sale of Bonds 191,886.40$             -$                         

NON-OPERATING EXPENSES
Personal Services (salaries & benefits) -$                         -$                         
Travel -$                         -$                         
Contractual -$                         -$                         
Supplies & Materials (1,923,523.99)$        (1,165,317.10)$        
Capital Outlay -$                         -$                         
Other (447,228.07)$           (1,081,967.56)$        
Interest Expense Relating to Capital Assets (1,241,065.32)$        
Depreciation -$                         -$                         

Unrealized Gain/Loss on investment
Gain/Loss on Sale of investment -$                         -$                         
Gain/Loss on Disposal of Asset (69,478.64)$             (235,499.24)$           

TOTAL NON-OPERATING REVENUES/(EXPENSES) 42,835,965.98$        42,625,420.00$        

INCOME BEFORE OTHER REVENUES, EXPENSES, GAINS OR LOSSES

CAPITAL
Capital Appropriations (state) -$                         -$                         
HEFF 1,923,523.99$          1,165,317.10$          
Capital Grants & Contracts 7,908,980.24$          8,513,149.43$          

NET INCREASE (DECREASE) IN NET ASSETS 16,108,131.91$        10,095,810.01$        

NET ASSETS
Net Assets - Beginning of the year - restated 75,784,991.96$        65,689,181.95$        
Net Assets - Beginning of the year adjustments -$                         -$                         
Net Assets - End of the year 91,893,123.87$        75,784,991.96$        

                                                   

June 30, 2006 June 30, 2005
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CASH FLOWS FROM OPERATING ACTIVITIES

Tuition, Fees, (Net of Scholarship allowance & discounts) 36,234,969.36$       
General Sales & Services 11,276,112.91$       
Federal Grants & Contracts 28,952,070.10$       
State Grants & Contracts 3,255,937.03$        
Private Grants & Contracts 7,012,994.26$        
Auxilary Enterprise 8,832,992.00$        
Collection on Loan Funds to Students 2,899,693.84$        
Disbursements on Loan Funds to Students (2,569,939.43)$       
Other (Net Change in Clearing Accounts) (175,685.87)$          
Personal Services (salaries & benefits) (83,240,650.13)$     
Travel (2,805,120.98)$       
Contractual (16,344,086.83)$     
Supplies & Materials (10,940,880.73)$     
Payments for Scholarships (10,369,110.09)$     
Other (64,125.17)$           
Loan Cancellation Reimbursement 189,776.00$           
Net cash provided (used) by operating activities (27,855,053.73)$

CASH FLOWS FROM NONCAPITAL FINANCIAL ACTIVITIES
General Fund Appropriations 45,207,677.75$       
School & Public Lands 169,549.50$           
Agency Funds (Net Change) (287,455.83)$          
HEFF 87,983.00$             
Stafford Direct Lending Receipts 45,174,721.00$       
Stafford Direct Lending Disbursements (45,174,721.00)$     
Net cash flows provided by noncapital financing activities 45,177,754.42$  

CASH FLOWS FROM CAPITAL RELATED FINANCING ACTIVITIES
Capital Appropriations (state) -$                      
HEFF 1,923,523.99$        
Federal Capital Contribution 1,051,295.97$        
Bond Proceeds 12,670,428.72$       
Net Purchase of Capital Assets (27,792,577.93)$     
Capital Gifts 3,972,704.77$        
Principal Paid on Capital Debt and Leases (760,000.00)$          
Interest Paid on Capital Debt and Leases (1,089,745.46)$       

Net cash used by capital and related financing activities (10,024,369.94)$

CASH FLOWS FROM INVESTING ACTIVITIES

Net cash provided (used) by investing activities 440,615.71$        

Net Increase (Decrease ) in Cash 7,738,946.46$        
Cash - Beginning of the year 25,397,853.13$       
Cash - End of the year 33,136,799.59$  

THE UNIVERSITY OF SOUTH DAKOTA
STATEMENT OF CASH FLOWS

June 30, 2006
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RECONCILIATION OF NET OPERATING REVENUES/(EXPENSES) TO 
NET CASH PROVIDED/(USED) BY OPERATING ACTIVITIES

OPERATING INCOME (LOSS) (36,560,338.30)$     
Adjustments to reconcile net income (loss) to net cash provided 

(used) by operating activities:
Depreciation expense 6,811,107.20$        

CHANGES IN ASSETS AND LIABILITIES:
Increase in Accounts Receivable 1,495,707.91$        
Decrease in Notes Receivable (316,435.17)$          
Increase in Due from Component Units 173,965.33$           
Increase in Interest Receivable 11,072.35$             
Decrease in Inventory (25,740.05)$           
Decrease in Due from Federal Sources (960,464.00)$          
Decrease in Due from Primary Government Entities (11,298.21)$           

Increase in Accounts Payable - Current 3,006,413.36$        
Decrease in Accrued Wages & Benefits (275,646.47)$          
Decrease in Compensated Absences Payable - Current (198,662.92)$          
Increase in Due to Primary Government Entities 87,400.47$             
Decrease in Student Deposits (2,500.00)$             
Increase in Accrued Interest Payable 267,466.46$           
Decrease in Other Accrued Liabilities (278,787.40)$          
Decrease in Deposits held in Trust -$                      
Decrease in Compensated Absences Payable - Non-current (953,563.87)$          
Decrease in Due to Other Component Units (124,750.42)$          

NET CASH PROVIDED/(USED) BY OPERATING ACTIVITIES (27,855,053.73)$

NON CASH TRANSACTIONS:
Gains/Loss on disposal of Assets (69,478.64)$           
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Notes to the Financial Statements 

1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
  
The University of South Dakota, the state’s flagship university, is a growing, thriving university 
committed to excellence in education, research, and service.  Accredited by the North Central 
Association of College and Schools since 1913, the University is a comprehensive, doctorate 
granting institution with a liberal arts undergraduate emphasis. 

 
Founded in 1862 by the Dakota Territorial Legislature, USD is the state’s oldest university.  
USD is an institution that recognizes the value of its past, even as it extends and expands its high 
quality programs and services to meet the challenges of tomorrow.  USD is one of six public 
universities under the governance of the South Dakota Board of Regents, a nine-member board.  
Dr. Robert T. “Tad” Perry is executive director of the Board of Regents. 
 
In December 1998 GASB released Statement No. 33, “Accounting and Financial Reporting For 
Non-exchange Transactions.”  In June 1999 GASB approved Statement No. 34, “Basic Financial 
Statements and Management Discussion and Analysis for State and Local Governments,” 
followed by Statement No. 35, “Basic Financial Statements and Management’s Discussion and 
Analysis for Public College and Universities.”  These statements were implemented for the fiscal 
year ended June 30, 2002.  The change in financial statement presentation provides a 
comprehensive one-line look at the total university and requires capitalization of assets and the 
recording of depreciation. The recording of scholarship credit reduces Tuition & Fee income that 
has already been recorded. 

 
 A. Basis of Accounting: 
 The University is considered to be a special-purpose government engaged only in business-

type activities.  The University has adopted the accrual basis of accounting as required by 
generally accepted accounting principles in preparing its annual financial statements.  Under 
the accrual basis of accounting, revenue is recognized when earned and expenditures when 
an obligation is incurred.  The University is a component unit of the State of South Dakota.  
A separate Financial Statement will be issued for the University as well as included as a 
component unit in the State of South Dakota’s Financial Statements. 

 
 B. Fund Accounting: 
 In order to ensure observance of the limitations and restrictions placed on the use of 

resources available to the University, the accounts of the institution are maintained in 
accordance with the principles of fund accounting.  Fund accounting is the procedure by 
which resources are classified for accounting and reporting purposes into funds that are 
maintained in accordance with activities or objectives specified by donors, governmental 
appropriations, granting agencies, and other sources or regulations. 
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 Separate Funds are maintained for each funded activity; however, in the accompanying 
statements, all funds are combined for reporting purposes. 

 
 C. Accounts Receivable: 
 Accounts Receivable consists of funds owed to various University departments at June 30, 

2006 from external sources.  Accounts Receivable would include funds owed from students 
for outstanding tuition & fee charges as well as funds owed to University departments from 
external sources for various sales & services.  The University uses the direct write-off 
method for uncollectible receivables. 

 
 D. Interest Receivable: 
 The interest receivable consists of monies pooled together with the state’s investment 

council monies that earn interest during the fiscal year.  The earnings are prorated annually 
to the participating funds.  The amounts included in the statements represent the actual 
interest earned by the Investment Council for FY06.  The interest receivable also includes 
interest receivable on student loans.  

 
 E. Inventories: 
 Inventories of supplies are reported using the FIFO method or last invoice price.  
 
 F. Capital Assets: 
 Equipment includes $19,870,525 which includes library books and films less depreciation. 

Library books and films are depreciated by the group method of depreciation at a straight-
line depreciation over a 10-year period.  Library books and films are assumed to be fully 
depreciated when they are deleted.  The University has capitalized equipment in accordance 
with the Board of Regents policy.  Primary criteria for capitalization include a useful life of 
one year or more and a unit cost in excess of $5,000.  The University uses the state’s policy 
on useful life on equipment.    

 
The building and other improvements total includes the total cost of $16,002,037 less 
depreciation for the Law School, DakotaDome, Telecommunications Center Phase II, and 
the Akeley Science Center Addition.  These buildings are totally or partially financed 
through the South Dakota Building Authority and are leased to the Board of Regents of the 
State of South Dakota.  The Building Authority issued bonds to finance the cost of the 
construction and the lease payments made by the Board of Regents are in sufficient amounts 
to repay the principal and interest payments on the bonds.  When the last payments have 
been made on the bonds, the Building Authority will transfer title to this property to the 
Board of Regents. Buildings of Major Structures have a useful life of 50 years, Buildings-
Pole Type and Storage have a useful life of 25 years, and Buildings-Small will have a useful 
life of 10 years.  Building improvements to all Buildings except Small Buildings would 
have a useful life of 20 years and Small Buildings would be 10 years. 
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 Twenty percent of the tuition and fees deposited with the State Treasurer from all state-
supported universities in South Dakota are allocated to the Higher Education Facilities 
Fund.  This money is then used to make the lease payments as previously described, 
among other uses.  Total HEFF revenue was $4,244,305.68.  The total allocation back 
to USD was $1,923,523.99. 

         
Capital Asset Activity for the Year Ended June 30, 2006 

 Beginning      Ending 

 Balances  Increases  Decreases  Balances 
        
Capital assets not being depreciated: 
Land $        945,215.41   $          8400.00      $                -         $       953,615.41

Works of Arts & Historical Treasures  $       379,085.00   $             -   $                 -      $      379,085.00 

Construction in Progress  $  12,622,801.96   $20,658,028.00  $  (108,633.13)   $ 33,172,196.83 

     Total capital assets not being depreciated:  $  13,947,102.37   $20,666,428.00  $  (108,633.13)   $ 34,504,897.24 

        

Capital assets being depreciated:        

Land Improvements  $    3,927,620.11   $                  -    $                  -      $    3,927,620.11 

Buildings and Improvements  $  93,849,901.78   $  1,429,184.98  $                   -     $  95,279,086.76 

Machinery and Equipment  $  62,322,052.04   $  6,102,114.67  $ ( 797,788.90)   $  67,626,377.81

Infrastructure  $    4,723,548.55   $                  -       $                  -      $    4,723,548.55 

     Total capital assets being depreciated  $164,823,122.48   $  7,531,299.65   $(797,788.90)   $171,556,633.23 

       
 
 

     Less accumulated depreciation for:        

        Land Improvements  $      741,249.76   $     136,254.37         $              -     $       877,504.13 

        Buildings and Improvements  $  43,375,177.62   $  3,198,975.98         $              -     $  46,574,153.60 

        Machinery and Equipment  $  45,149,418.88   $  3,334,744.51   $(728,310.26)   $  47,755,853.13 

        Infrastructure  $    3,388,156.43   $     141,132.34       $              -     $    3,529,288.17 

          Total accumulated depreciation  $  92,654,002.69   $  6,811,107.20  $(728,310.26)   $  98,736,799.63 

            Total capital assets being depreciated, net  $  72,169,119.79   $     720,192.45   $(69,478.64)   $  72,819,833.60 

Capital Assets, Net  $  86,116,222.16   $21,386,620.45   $(178,111.77)   $107,324,730.84 
 

G. Long Term Liabilities: 
 
Summary of Changes in Long-term Liabilities for Year Ended June 30, 2006 
  

 
Interest 

Rate 
Maturity 

Date 
Balance 

07/01/2005 

Adjustment 
Change In Fringe 

Benefit Additions Reductions 
Balance 

06/30/2006 
Due within 
One Year 

Housing and 
Auxiliary Facilities 
Revenue Bonds, 

Series 2003 2-5% 04/01/28 $15,820,000.00 

 

-- $(515,000.00) $15,305,000.00 $525,000.00 
Housing and 

Auxiliary Facilities 
Revenue Bonds, 

Series 2005 4-5% 04/01/30 -- 

 

$12,785,000.00 -- $12,785,000.00 0.00
2000 Dakota 

Dome Roof Long-
Term Lease 

4.5-
6.5% 09/01/24 $5,955,000.00 

 

-- (165,000.00) 5,790,000.00 175,000.00
1997 Old Main 

Long-term Lease 5.5% 07/01/21 1,923,000.00 
 

-- (80,000.00) 1,843,000.00 80,000.00
 

TOTAL   $23,698,000.00 
 

$12,785,000.00 $(760,000.00) $35,723,000.00 $780,000.00
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Compensated 
Absences:   

Balance 
07/01/2005 

Adjustment - 
Change in 

Fringe Benefit Additions Reductions 
Balance 

06/30/2006 
Due Within 

One Year 
 

Sick Leave 
Liability   $5,911,272.12 (876,486.11) $870,660.31 $(819,545.09) $5,085,901.23 $712,026.18 

Annual Leave 
Liability   3,705,000.67 (549,354.12) 1,813,929.63 (1,587,031.70) 3,382,544.48 1,407,294.41 

Comp Time 
Liability   36,296.83 --  (4,399.71) 31,897.12 31,897.12 

Federal Portion 
of Loan 

Programs   13,779,064.93 -- 110,831.97 -- 13,889,896.90 -- 
 

TOTAL   $47,129,634.55 $(1,425,840.23) $15,580,421.91 $(3,170,976.50) $58,113,239.73 $2,931,217.71 
 
Liabilities payable at 6/30/2006 is comprised of the following: 
 
Revenue Bonds: 
Housing and Auxiliary Facilities Revenue Bonds, Series 2003, 
2 to 5 percent interest, Final Maturity Date of April 1, 2028. $15,305,000.00 
 
Housing and Auxiliary Facilities Revenue Bonds,Series 2005, 
4 to 5 percent Interest, Final Maturity Date of April 1, 2030 $12,785,000.00 
 
Long-Term Leases: 
2000 Long-term Lease Obligation with South Dakota Building Authority (Dome Roof) 
4.5 to 6.5 percent interest, Final Maturity Date of September 1, 2024. $5,790,000.00 
 
1997 Long-term Lease Obligation with South Dakota Building Authority (Old Main) 
5.5 percent Interest, Final Maturity Date of July 1, 2021. $1,843,000.00 
 
Other Obligations: 
 Compensated Absences: 
 Amount owed by USD to employees for their accrued annual leave, sick leave, 
 and comp time balances, including benefits, to be paid from various accounts $8,500,342.83 
     Federal Loans: 
 Cumulative federal capital contributions for Federal Perkins/Direct, Health Profession, 
 Nursing Student, and Disadvantage Student loan programs $13,889,896.90 
 
Federal loans to students and compensated absences have been determined to be long-term liabilities. 
 
Annual leave is earned by state of South Dakota employees.  Upon termination, employees are eligible to receive 
compensation for their accrued leave balance. 
 
Effective July 1, 1979, any employee who had been continuously employed by the State of South Dakota for at least seven 
years prior to the dates of their retirement, voluntary resignation, or death shall receive payment for one-fourth of their 
accumulated sick leave balance.  Such payment is not to exceed the sum of twelve weeks of the employee’s annual 
compensation. 
 
Net pledged revenue of $2,322,936.40 consists of revenues from Auxiliary Services and is available as security for debt 
service. 
 
The accrued annual and sick leave is reflected as an expense for FY06 for all accrued leave through June 30, 2006 in the 
appropriate fund group. 
 
Principal and interest on long-term debt are payable from operating revenues, allocated student fees and the excess of revenues 
over expenditures of specific auxiliary activities.  The future amounts of principal and interest payments required by the debt 
agreements (excluding federal loans and compensated absences) are as follows: 
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Year      
Ending  Revenue Bonds Long-Term Leases  

June 30, Principal Interest Principal Interest TOTAL
2007 525,000.00 1,229,811.26 255,000.00 423,511.26 $2,433,322.52 
2008 860,000.00 1,218,523.76 270,000.00 407,411.26 2,755,935.02 
2009 885,000.00 1,189,848.76 285,000.00 390,386.26 2,750,235.02 
2010 915,000.00 1,158,811.26 305,000.00 372,273.76 2,751,085.02 
2011 955,000.00 1,125,261.26 320,000.00 353,458.76 2,753,720.02 

2012-2016 5,060,000.00 5,074,221.26 1,910,000.00 1,481,940.05 13,526,161.31 
2017-2021 5,995,000.00 3,972,900.04 2,513,000.00 892,960.63 13,373,860.67 
2022-2026 7,595,000.00 2,371,743.80 1,775,000.00 209,902.50 11,951,646.30 
2027-2031 5,300,000.00 541,056.26   5,841,056.26 

TOTAL $28,090,000.00 $17,882,177.66 $7,633,000.00 $4,531,844.48 $58,137,022.14 

      

      
H.  Operating Leases     

      
A summary of changes in operating leases follows: 

  
  Balance   Balance 
  7/1/2005 Additions Reductions   6/30/2006 
Xerox Operating Lease – Copiers $1,297,052.40 $0.00 $(555,879.60) $741,172.80 

     
Lab. Facilities & Equipment Lease 1,182,833.00 0.00 (492,812.00) 690,021.00 

 TOTAL $2,479,885.40 $0.00 ($1,048,691.60) $1,431,196.80 

The University has entered into operating leases with Xerox for copier services.  Payments are 
payable from Auxiliary Services operating revenues.  The University also entered into an operating 
lease with The South Dakota Health Research Foundation (SDHRF) for laboratory facilities, 
equipment, and related operating support services specific to the Cardiovascular Research Institute 
(CRI) operated under the auspices of SDHRF.  Payments to SDHRF are payable from indirect cost 
recovery received for personnel associated with CRI.   
 
The following is a schedule of the University’s aggregate minimum payments for existing operating 
leases: 
 For Year Ended June 30, 2007 $977,187.60 
 2008 $454,006.20 
 2009 0.00 
 2010 0.00 
 2011 0.00 
  ___________ 
 Total $1,431,193.80 
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I.  Net Assets: 
 
Net assets are classified according to external donor restrictions or availability of assets for 
satisfaction of University obligations.  The “Invested in Capital, Net of Related Debt” represents 
the net value of capital assets (property, plant and equipment) less the debt incurred to acquire or 
construct the asset.  Expendable Restricted Net Assets represents funds that have been received 
for specific purposes. 
 
 

 J. Scholarship Allowance and Student Aid: 
 

Allocating Scholarship Allowances 

   Percent 

Scholarship 
Allowance 
Allocation 

Expense 
Allowance 

    $5.797,672.22  

          Institutional Resources Provided as Financial Aid    

 
Supplemental Educational 
Opportunity Grant SEOG $439,064.34 4.24 $245,641.45 $193,422.89 

 Pell Grants 4,409,344.07 42.55 2,466,876.88 1,942,467.19 

 Other Fed Scholarships 288,452.84 2.78 161,379.48 127,073.36 

 Institutional Scholarships 4,264,681.71 41.15 2,385,943.25 1,878,738.46 

 Athletic Scholarships 961,329.97 9.28 537,831.17 423,498.80 

          Non-monetary Institutional waivers     

 Institutional  0.00 0.00% 0.00 0.00 

 Residential Life 0.00   0.00 

 Bookstore 0.00   0.00 

       Total  $10,362,872.93 100.00% $5,797,672.22 $4,565,200.71 

      
 

 
 

Allocation Ratio for Tuition Discount & Student Aid Expense: 

Tuition & Fee Allocation & Tuition & Fees Local (Schedule C in 
Management Report) $36,459,632.36 80.50% $4,667,007.06 

Auxiliary Revenue (Schedule C in Management Report) $8,832,992.00 19.50% $1,130,665.16 

    
 
 
K. Operating and Non-Operating Revenues: 
 
Operating – Revenue Transactions that result from the everyday activity of the University. 
Non-Operating – Revenue Transactions that result from non-capital financing, capital and 
related financing, investing activities and any other revenues that are not considered 
operating. 
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L. Cash and Cash Equivalents: 
 
For reporting purposes, cash includes cash on hand, cash in local banks, and cash in the 
State Treasury.  Cash equivalents include short-term investments with original maturities of 
three months or less.   
 
 
M. Related Parties: 
 
The financial statements do not include the assets, liabilities, or fund balances of affiliated 
organizations, whose financial statements are separately audited.  The USD Foundation is 
the only related party of the University of South Dakota and there statements are listed 
behind the University’s. 
 
N.        Investments: 
 
Investments consist of funds on deposit with the State Treasurer which are pooled by the 
State Investment Council for investment purposes.  Interest earnings on Current Funds 
investments are not received by the University but are credited to the State of South 
Dakota’s General Fund.  In addition, interest earnings are received for Investments in the 
Renewals and Replacements Fund, Retirement of Indebtedness Fund, and Unexpended Plant 
Fund. 
Interest earnings are credited to the Perkins Student Loan Program, Nursing Student Loan 
Program, and Health Professions Student Loan Program based upon the State Investment 
Council prorated rate of return. 
 
O. Due to/Due From: 
 
Due from Federal Sources represents federal monies owed the University but has not been 
received yet. 
Due from Primary Government represents funds owed from various state agencies of South 
Dakota, outside of Higher Education.  Due to Primary Government represents funds owed to 
various state agencies of South Dakota, outside of Higher Education. 
Due From Other Component Units represent funds owed from other South Dakota public 
universities or the South Dakota Board of Regents.  Due to Other Component Units 
represents funds owed to other South Dakota public universities or the South Dakota Board 
of Regents. 
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All funds owed to or from other university funds have been eliminated for financial 
reporting purposes. 

 
 
2.   RETIREMENT PLAN 

The institution participates in a mandatory retirement program administered by the South Dakota 
Retirement System.  Expenditures under this program for the year ended June 30, 2006 were 
$3,472,543.14. 
 
 
3.   ANNUAL AND SICK LEAVE ACCRUAL 
Annual leave is earned by State of South Dakota employees.  Upon termination, employees are 
eligible to receive compensation for their accrued annual leave balance. 
 
Effective July 1, 1979, any employee who had been continuously employed by the State of South 
Dakota for at least seven years prior to the date of their retirement, voluntary resignation, or 
death shall receive payment for one-fourth of their accumulated sick leave balance.  Such 
payment is not to exceed the sum of twelve weeks of the employee's annual compensation. 
 
The accrued annual and sick leave is reflected as an expense for FY06 for all accrued leave 
through June 30, 2006. 
 
4.   STATE APPROPRIATIONS/TUITION AND FEES 
State appropriations totaled $45,465,210.25.  The University collected and remitted 
$23,191,679.61 of tuition and fees to the Tuition and Fee Fund maintained by the Board of 
Regents Office.  Of that amount, $4,244,305.68 was transferred to the Higher Education 
Facilities Fund.  The tuition and fees collected and remitted to the Tuition and Fee Fund are not 
reported as revenue in the University’s financial statements.  Only the amount returned to the 
University as a tuition allocation from the fund is reported as revenue.  The allocation received 
in FY06 was $14,451,143.00. 
 
5. ENDOWMENT AND SIMILAR FUNDS 
The assets of the endowment and similar funds administered by the Department of School and 
Public Lands have not been included in the financial statements.   
 
 
 
 

 



The University of South Dakota                                                                       Notes to the FY06 Financial Statements 

6. CASH AND CASH EQUIVALENTS 
 
Cash includes deposits held at banks, both the University’s bank and the State of South Dakota’s 
bank, plus small amounts maintained for change funds. 
 
7. OPERATING AND NON-OPERATING REVENUE 
 
Simply stated, operating transactions that are to be used to determine operating income: 

• Sales of goods or services (including accounts receivable from these sales (students)). 
• Grant receipts for activities that are a part of operations. 
• Quasi-external operating transactions with outside agencies. 
• Reimbursement of operating transactions. 
• All other cash receipts that do not result from transactions defined as capital and 

related financing, noncapital financing, or investing activities. 
• All other that does not fit above are considered non-operating. 

 
8.  FUNDS HELD FOR OTHERS 
 
Funds held for others consist of federal loan program balances and funds held for other students.  
Assets of the federal loan program are student loans receivable and the funds held for students, 
including student organizations, are principally cash. 
 
   Student Receivable    $2,651,274.68 
   Cash held for others    $   284,601.54 
 
9.  CONSTRUCTION IN PROGRESS 

 
Schedule of Changes in Construction in Progress 

 

 Balance 
6/30/05

Net
Increases

 

Change 
Decreases 

 

Balance 
6/30/06

 $12,622,802   20,658,028 (108,633.13)  $33,172,197 

      

 
 
10.  INVESTED IN CAPITAL, NET OF RELATED DEBT 
 
 Capital Investment $107,324,730.84 
 Plus Bond Proceeds that remain unspent                  $  13,846,870.54  
 Related Debt ($ 35,723,000.00)
 Invested in Capital, Net of Related Debt $85,448,601.38 
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FUNCTIONAL CLASSIFICATION OF EXPENSES AND DEPRECIATION 
06/30/2006  

         
         

 
 Personal 
Services   Travel   Contractual  

 Supplies & 
Non-

Capitalized 
Equipment  

 Grants & 
Subsidies   Other   Depreciation  Total  

        
Instruction  $41,184,500.09 $831,848.11 $4,321,855.91 $596,238.44 $135,652.56  $47,070,095.11
Research 6,453,616.03 451,692.31 4,654,475.43 1,160,070.66 1,308,525.75   14,028,380.18
Public Service  7,046,653.85 456,981.96 2,216,188.17 603,707.77 130,528.66  10,454,060.41
Academic Support  10,944,405.02 257,103.91 2,133,845.01 423,801.20 2,902.95 $3,184.61 13,765,242.70
Student Services  4,339,944.88 569,070.05 1,584,995.56 756,423.26 2750.00 325,205.67 7,578,389.42
Institutional Support  6,043,659.72 177,034.27 7,029.34 897,689.99 157,296.98  7,282,710.30
Operations & Maint  3,666,695.51 68,477.81 73,070.28 126,808.91  3,935,052.51
Scholarships &    
Fellow    82.78 262.84 4,571,437.87 43,152.80  4,614,936.29
Auxiliary Enterprises  2,244,740.61 19,274.12 4,703,276.34 4,252.30  61.52 6,971,604.89
Depreciation 
(Unallocated)    6,811,107.20 6,811,107.20
    
TOTAL  $81,924,215.71 $2,831,482.54 $19,694,818.82 $4,569,255.37 $6,309,094.77 $371,604.60 $6,811,107.20 $122,511,579.01
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