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November 7, 2008

Members of the Board of Trustees
Chancellor James H. McCormick

I am pleased to submit the audited annual financial statements for the Minnesota State
Colleges and Universities Revenue Fund for the fiscal years ended June 30, 2008 and 2007.
This report includes the financial statements and disclosures necessary to accurately present
the financial condition and results of operations for each respective year. The financial
statements are prepared by management in accordance with Generally Accepted Accounting
Principles (GAAP) as prescribed by the Governmental Accounting Standards Board. The
Office of the Chancellor is responsible for preparation of the statements.

The Revenue Fund is administered under the direction of the Board of Trustees of the
Minnesota State Colleges and Universities. The Fund was established as a self-supporting,
independent enterprise fund by the 1955 legislature for management of the residence halls,
student unions, dining services, and parking ramps at the state universities and currently

operates only on those seven campuses.

Net assets increased $9.4 million, an increase of 6.6 percent over fiscal year 2007 due both to
rate and occupancy increases and aggressive cost controls. In June 2008, the Fund issued
$41.0 million of revenue bonds increasing noncurrent bonds payable by $38.1 million.

Within the financial statements, which were audited by Kern, DeWenter, Viere, 1td., and
received an unqualified opinion, you will find statements of net assets, statements of revenues,
expenses and changes in net assets, and statements of cash flows. The Revenue Fund ended
fiscal year 2008 with total net assets of $151.8 million. Reserve balances, including
requirements mandated by bond covenants are invested with the State Board of Investment or
a Trustee. Investment earnings are used to keep student costs in the residence halls and

student unions among the lowest in the region.

Residence hall and student union directors are responsible for designing programs and services
that meet the needs of students at their individual universities. All revenues and expenses are
managed at each of the universities. The Revenue Fund provides about 11,000 students with
comfortable living accommodations and meals close to their academic setting at a reasonable

cost,
Sincerely,

o]

Laura M. King
Vice ChancelloriChief Financial Officer

The Minnesota State Colleges and Universities system is an Equal Opportunity ci\ployer and educator.
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The financial activity of the Revenue Fund is included in this report and the Minnesota State Colleges
and Universities’ Annual Financial Report.

All financial activity of Minnesota State Colleges and Universities is included in the state of Minnesota
comprehensive annual financial report.
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Expert advice. When you need it.™

INDEPENDENT AUDITOR’S REPORT

November 7, 2008

Board of Trustees
Minnesota State Colleges and Universities
St. Paul, Minnesota

We have audited the accompanying financial statements of the Minnesota State Colleges and
Universities Revenue Fund (Revenue Fund), as of and for the years ended June 30, 2008 and
2007, as listed in the Table of Contents. These financial statements are the responsibility of the
MnSCU’s management. Our responsibility is to express an opinion on these financial statements

based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that

our audits provide a reasonable basis for our opinion.

As described in Note 1, the financial statements present only the Revenue Fund and do not
purport to, and do not, present fairly the financial position of the Minnesota State Colleges and
Universities, as a whole, as of June 30, 2008 and 2007 and the changes in its financial position
and its cash flows for the years then ended in conformity with accounting principles generally

accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Revenue Fund as of June 30, 2008 and 2007, and the respective
changes in financial position and cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also.issued our report dated
November 7, 2008 on our consideration of the Revenue Fund’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope and
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the intermal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government

Auditing Standards and important for assessing the results of our audit.

The accompanying Management’s Discussion and Analysis, as listed in the Table of Contents, is
not a required part of the basic financial statements but is supplementary information required by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted primarily of management inquiries regarding the -
methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming opinions on the financial statements of the
Revenue Fund. The accompanying introductory section is presented for purposes of additional
analysis and is not a required part of the basic financial statements. The accompanying
introductory section has not been subjected to the auditing procedures applied by us and,
accordingly, we express no opinion on the introductory information.

/d/w, De (A/MJ«%, VM, L4L.

KERN, DEWENTER, VIERE, LTD.
Minueapolis, Minnesota
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

INTRODUCTION

The following discussion and analysis provides an overview of the financial position and activities of the
Revenue Fund, a fund of Minnesota State Colleges and Universities, for the fiscal years ended June 30,
2008, 2007, and 2006. This discussion has been prepared by management and should be read in
conjunction with the financial statements and the notes, which follow this section. For a more detailed
narrative of the Revenue Fund’s history, purpose and governance, users of this report should read the
transmittal letter contained in the introduction.

Minnesota State Colleges and Universities, a state supported system, is the largest single provider of higher
education in the state of Minnesota and is comprised of 32 state-supported technical, community, and
consolidated colleges, and universities. Historically, the Revenue Fund operated on only the seven state
universities. Effective July 2008, the Fund will be available to all colleges in the system. It was created
for purposes of financing residence halls, dining halls, student union buildings, parking facilities,
wellness/athletic facilities and other revenue-producing buildings as deemed necessary for the good and

benefit of the students.

FINANCIAL HIGHLIGHTS

The Revenue Fund’s financial position improved during fiscal year 2008 with net assets increasing by $9.4
million totaling $151.8 million, a 6.6 percent increase over fiscal year 2007. This follows an increase of
$9.5 million totaling $142.3 million, a 7.2 percent increase over fiscal year 2006. Cash and cash
equivalents at year-end totaled $149.6 million, an increase of $9.5 million over fiscal year 2007 at year-
end. Capital assets, net increased $38.5 million due to the continuation of construction projects started in
prior fiscal years. In June 2008, the Revenue Fund issued bonds totaling $41 million, with maturity dates of

10 and 20 years.

Statements of Net Asset Changes (in Millions)

$50.0¢"

$40.04

$30.0-

$20.04

$10.04

-

$0.0- 7 -7 : ,
Cash and Cash  Capital Assets, Revenue Bonds Total Net Assets

Equiv. Net Payable

USING THE FINANCIAL STATEMENTS
This annual financial report includes three financial statements as follows: the statements of net assets; the

statements of revenues, expenses, and changes in net assets; and the statements of cash flows. These three
financial statements are prepared in accordance with generally accepted accounting principles (GAAP) as
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established by the Governmental Accounting Standards Board (GASB). A summary of significant
accounting policies followed by the Revenue Fund is included in Note 1 to the financial statements.

STATEMENTS OF NET ASSETS

* The statements of net assets present the financial position of the Revenue Fund at the end of the fiscal year
and include all assets and liabilities of the Revenue Fund. The difference between total assets and total
liabilities (e.g., the point-in-time difference in value of what is owned compared to the value of what is
owed) is net assets, one indicator of the current financial condition of the Revenue Fund. The change in net
assets is an indicator of whether the overall financial condition has improved or declined during the fiscal
year (e.g., has the value of the difference between what is owned and owed increased or decreased over the
past fiscal year). Assets and liabilities are generally measured using current values. One notable exception
is capital assets, which are stated at historical cost less an allowance for depreciation.

A summary of the Revenue Fund’s assets, liabilities, and net assets at June 30, 2008, 2007, and 2006
follows:

(In Thousands) *
2008 2007 2006
Current assets $ 60,031 $ 63,652 $ 48,089
Current restricted assets 94,519 91,991 57,462
Noncurrent restricted assets 40,038 14,955 4,204
Capital assets, net 141,521 128,061 126,897
Total assets 336,109 298,659 236,652
Current liabilities 18,751 28,508 16,320
Noncurrent liabilities 165,607 127,813 87,505
Total liabilities 184,358 156,321 103,825
Net assets $ 151,751 $ 142,338  $ 132,827

Current assets — consist primarily of cash and cash equivalents, and securities lending collateral.
Unrestricted cash and cash equivalents increased by $7.0 million to total $55.1 million at June 30, 2008.
Securities lending collateral decreased by $9.9 million to total $1.2 million at June 30, 2008.

Current restricted assets — consist of unspent bond proceeds, which increased $2.5 million over the fiscal
year due primarily to proceeds from issuance of new revenue bonds.

Noncurrent restricted assets — consist primarily of construction in process, which increased $25.1 million,
as construction on bond projects continues.

Capital assets, net — increased $13.4 million, representing the portion of bond projects completed and
repairs and renovations of facilities within current operations. There were no other noncurrent assets in

fiscal years 2008, 2007 or 2006.

Current liabilities — consist primarily of accounts payable, securities lending collateral, and unearned
revenue. Total accounts payable, including restricted accounts payable, decreased by $1.4 million to total
$8.4 million at June 30, 2008. Securities lending collateral decreased by $9.9 million to total $1.2 million
at June 30, 2008. Unearned revenue increased by $.1 million to a total of $2.8 million at June 30, 2008.

Noncurrent liabilities — At June 30, 2008 noncurrent liabilities consisted primarily of revenue bonds
payable and capital leases. Noncurrent revenue bonds payable increased by $38.1 million to total $155.6
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At June 30, 2008, the noncurrent portion of revenue bonds payable totaled $155.6 million, with $2.9
million current portion payable. Additional information on capital and debt activities and Revenue Fund
debt service responsibilities can be found in Notes 4 and 5 of the financial statements. Note 4 to the
financial statement shows that buildings and improvements increased by $24.3 million due to the

completion of prior years’ construction in progress.

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

The statements of revenues, expenses, and changes in net assets presents the Revenue Fund’s results of
operations and the overall increase in net assets in the fiscal year. It is the difference between the fiscal
year’s revenue and expense activities that results in an overall increase or decrease to net assets (see the
discussion of net assets in the prior section, statements of net assets).

A summarized statement for the fiscal years ended June 30, 2008, 2007, and 2006 follows:

(In Thousands)
Operating revenue: 2008 2007 2006
Room and board $ 64,578 $ 59,817 § 56,653
Fees , 12,415 11,115 10,538
Sales and services 4,742 4,597 4,928
Other _ 1,884 1,327 709
Total operating revenue 83,619 76,856 72,828
Nonoperating revenue and other gains:
Interest and other nonoperating revenue 5,265 6,217 4,073
Total nonoperating revenue and gains 5,265 6,217 4,073
Total revenues 88,884 83,073 76,901
Operating expense:
Salaries and benefits 21,191 19,173 18,860
Supplies and services 37,030 34,033 32,275
Repairs and maintenance 3,350 4,510 1,997
Depreciation and amortization 8,857 8,043 7,835
- Other 3,595 3,062 4,364
Total operating expenses 74,023 68,821 65,331
Nonoperating expense:
Interest expense 5,374 4,663 3,496
Loss/(Gain) on disposal of capital assets 74 78 (3)
Total nonoperating expense 5,448 4,741 3,493
Total expenses 79,471 73,562 68,824
Increase in net assets 9,413 9,511 8,077
Net assets, beginning of year 142,338 132,827 124,750
Net assets, end of year $151,751 $142,338  §$132,827

The $4.8 million increase in room and board revenue resulted from additional rooms plus rate increases to
cover operating expense increases and to fund the reinvestment program. Nonoperating revenue decreased
due to a decrease in interest income in fiscal year 2008 of $900,000.
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INVESTMENTS

The fiscal year 2008 bond proceeds, along with all debt service reserve accounts, and the debt service
accounts were deposited with a Trustee (US Bank) who is managing the investments. The Trustee also
manages the 2007 proceeds and the related debt service reserve and debt service accounts. The remaining
proceeds of the fiscal year 2005 sale of $8.9 million, and the debt service accounts for the fiscal years 2002
and 2005 sales, along with all operating funds, are on deposit in the State Treasury where they earn

Invested Treasury Cash (ITC) rates.

ECONOMIC FACTORS THAT WILL AFFECT THE FUTURE

Looking toward the future, the Revenue Fund ended the fiscal year in a strong financial position. The
Revenue Fund expects to continue its commitment to provide students with comfortable living
accommodations, dining options at a reasonable cost, parking and wellness facilities in close proximity to

academic settings.

The Revenue Fund faces increased building costs, employee compensation increases, and significant
increases in health care costs. All of these factors require that we continue to use our resources efficiently

and effectively.

In order to plan for building maintenance and renewal costs more accurately, the Revenue Fund has
adopted the same facilities program as is being implemented in the academic and other campus facilities.
This program analyzes building component age and projects replacement needs into the future. Since all
the colleges and universities will be using the same planning tool the expectation is that the program will
result in a more efficient facilities reinvestment program across the campuses.

The Minnesota State Colleges & Universities will request additional bonding authority up to $250,000,000
from the state legislature in the coming session. The current authority is $200,000,000 with $158,515,000

in bonding debt outstanding.

The Revenue Fund is tentatively planning a bond sale in mid calendar 2009. In March 2009 the Board of
Trustees may be asked to approve the following projects:

e Bemidji State University — Phase II of a renovation project
Minnesota State University, Mankato - Athletic fields and facilities for
recreational and club sport use

e Century College — Parking deck

e  Metropolitan State University — Addition to, and remodeling of, Student Center

e  Normandale Community College — Addition to, and remodeling of, Student Center

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Revenue Fund’s fiscal year 2008
financial position and results for all those with an interest in the Revenue Fund’s finances. Questions
concerning any of the information provided in this report or requests for additional financial information

should be addressed to:

Financial Reporting Director

Minnesota State Colleges and Universities
Wells Fargo Place

30 7" St. E., STE 350

St. Paul, MN 55101-7804

14
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MINNESOTA STATE COLLEGES AND UNIVERSITIES REVENUE FUND

STATEMENTS OF NET ASSETS
AS OF JUNE 30, 2008 AND 2607
(IN THOUSANDS)

Assets
Current Assets
Cash and cash equivalents
Accounts receivable, net
Securities lending collateral
Total current assets
Current Restricted Assets
Cash and cash equivalents
Total current restricted assets
Noncurrent Restricted Assets
Other restricted assets
Construction in progress
Total noncurrent restricted assets
Total restricted assets
Noncurrent Assets
Capital assets, net
Total noncurrent assets
Total Assets
Liabilities
Current Liabilities
Salaries payable
Accounts payable
Unearned revenue
Payable from restricted assets
Interest payable
Current portion of long-term debt
Compensated absences payable
Securities lending collateral
Total current liabilities
Noncurrent Liabilities :
Noncurrent portion of long-term debt
Compensated absences payable
Total noncurrent liabilities
Total Liabilities
Net Assets

Invested in capital assets, net of related debt

Restricted expendable
Unrestricted
Total Net Assets

The notes are an integral part of the financial statements.

2008 2007
$ 55,118 $ 48,104
3,700 4,402
1,213 11,146
60,031 63,652
94,519 91,991
94,519 91,991
89 95
39,949 14,860
40,038 14,955
134,557 106,946
141,521 128,061
141,521 128,061
336,109 298,659
1,055 771
3,873 4,320
2,849 2,732
4,565 5,499
1,732 1,614
3,236 2,212
228 214
1213 11,146
18,751 28,508
164,166 126,525
1,441 1,288
165,607 127,813
184,358 156,321
87,066 85,557
16,682 12,159
48,003 44,622
$ 151,751 $ 142,338
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MINNESOTA STATE COLLEGES AND UNIVERSITIES REVENUE FUND
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
(IN THOUSANDS) :

Operating Revenues
Room and board
Fees
Sales and services
Other income
Total operating revenues

Operating Expenses
Salaries
Food service
Other purchased services
Supplies
Repairs and maintenance
Depreciation
Other expense
Total operating expenses
Operating income

Nonoperating Revenues (Expenses)
Interest income
Interest expense
Total nonoperating revenue (expenses)

Income Before Other Revenues, Expenses, Gains, or Losses

Loss on disposal of capital assets
Change in net assets

Total Net Assets, Beginning of Year
Total Net Assets, End of Year

The notes are an integral part of the financial statements.
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2008 2007
$ 64,578 $ 59,817
12,415 11,115
4,742 4,597
1,884 1,327
83,619 76,856
21,191 19,173
20,244 18,301
12,983 11,301
3,803 4,431
3,350 4,510
8,857 8,043
3,595 3,062
74,023 68,821
9,596 8,035
5,265 6,217
(5,374) (4,663)
(109) 1,554
9,487 9,589
(74) (78)
9,413 9,511
142,338 132,827
$ 151,751 $ 142,338




MINNESOTA STATE COLLEGES AND UNIVERSITIES REVENUE FUND

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
(IN THOUSANDS)

Cash Flows from Operating Activities
Cash received from customers
Cash paid to suppliers for goods or services
Cash payments to employees
Net cash flows from operating activities

Cash Flows from Capital and Related Financing Activities
Investment in capital assets
Proceeds from sale of capital assets
Proceeds from borrowing
Bond discount paid
Interest paid
Repayment of lease principal
Repayment of bond principal
“Net cash flows (used in) from capital and related financing activities

Cash Flows from Investing Activities
Investment earnings
Net cash flows from investing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Operating Income

Adjustment to Reconcile Operating Income to
Net Cash Flows from Operating Activities
Depreciation
Change in assets and liabilities
Accounts receivable
Accounts payable
Salaries payable
Compensated absences payable
Unearned revenues

Other
Net reconciling items to be added to operating income

Net cash flows from operating activities

Non-Cash Investing, Capital, and Financing Activities:
Capital projects on account
Gain (Loss) on retirement of capital assets
-Investment earnings on account
Amortization of bond discount
Amortization of bond premium

The notes are an integral part of the financial statements.
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2008 2007

$ 86,693 $ 76,484
(44,122) (41,843)
(20,738) (19,218)
21,833 15,423
(50,147) (12,731)
(49) 17
41,020 43,070
(91) (399)
(5,256) (4,081)

- (267) (257)
(1,945) (1,875)
(16,735) 23,744
4,444 5,567
4,444 5,567
9,542 44,734
140,095 95,361
$ 149,637 $ 140,095
$ 9,596 $ 8,035
8,857 8,043
2,869 (865)
(21) (244)

286 43

167 (88)

117 494

(38) 5
12,237 7,388

$ 21,833 $ 15,423
$ 4,838 $ 7,598
(25) 97
1,360 592
(26) (19)

78 79



MINNESOTA STATE COLLEGES AND UNIVERSITIES, REVENUE FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 and 2007

1. LEGISLATIVE AUTHORITY AND SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING
POLICIES

Authorizing Legislation — The 1955 Minnesota State Legislature established the Revenue Fund for the purpose
of operating self-supporting residence halls, food services, and student union programs. In the enabling
legislation, the Board of Trustees was authorized to acquire, construct, remodel, equip, operate, control, and
manage residence halls, dining halls, student union buildings, and any other similar revenue-producing
buildings as deemed necessary for the good and benefit of the universities. The Board is authorized to issue
bonds and other obligations, upon approval by the state legislature, to fulfill its corporate purposes. During the
2000 legislative session, the state legislature authorized the Board to issue revenue bonds whose aggregate
amount at any time may not exceed $100,000,000. During the 2006 legislative session, the state legislature
increased the Board’s authority to issue revenue bonds to $150,000,000. On February 19, 2002, revenue bonds
were issued totaling $36,275,000. On October 20, 2005, revenue bonds were issued totaling $45,320,000. On
February 1, 2007, additional revenue bonds were issued totaling $43,070,000. During the 2008 legislative
session, the state legislature increased the Board’s authority to issue revenue bonds to $200,000,000. On

June 1, 2008, additional revenue bonds were issued totaling $41,020,000. See Note 5 for additional

information.

Basis of Presentation — The reporting policies of the Revenue Fund, a fund of the Minnesota State Colleges
and Universities, conform to generally accepted accounting principles (GAAP) in the United States as
prescribed by the Governmental Accounting Standards Board (GASB). The statements of net assets; statements
of revenues, expenses, and changes in net assets; and statements of cash flows include financial activities of the

Revenue Fund.

The financial statements of the Revenue Fund are combined into a single enterprise fund and are intended to
present only the financial activity of the Revenue Fund. The statements do not include other various activities

of the Minnesota State Colleges and Universities.

Basis of Accounting — The basis of accounting refers to when revenues and expenses are recognized in the
accounts and reported in the financial statements. The accompanying financial statements have been prepared
as a special purpose government entity engaged in business type activities. Business type activities are those
that are financed in whole or in part by fees charged to external parties for goods or services. Accordingly,
these financial statements have been presented using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recognized when earned and expenses are recognized as they are incurred.
Eliminations have been made to minimize the double-counting of internal activities.

The Revenue Fund applies all applicable Financial Accounting Standards Board statements issued prior to
November 30, 1989, and GASB statements issued since that date.

Cash and Cash Equivalents — At June 30, 2008 and 2007, the cash balance represents cash and cash
equivalents in the state treasury and US Bank (trustee). Cash equivalents are short-term, highly liquid
investments having original maturities (remaining time to maturity at acquisition) of three months or less. Cash
and cash equivalents include amounts in demand deposits, savings accounts, cash management pools,
repurchase agreements, and money market funds. Amounts held for capital projects and debt service are

recorded as restricted cash.

Receivables — Receivables are shown net of an allowance for uncollectible accounts.
Capital Assets — Capital assets are recorded at cost or, for donated assets, at fair value at the date of

acquisition. Estimated historical cost has been used when actual cost is not available. Such assets are
depreciated or amortized on a straight-line basis over the useful life of the assets.
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Estimated useful lives are as follows:

Buildings 30-40 years
Building Improvements 20 years
Equipment 5-20 years

Equipment includes all items with an original cost of $2,000 for items purchased prior to July 1, 2003, and over
$5,000 for items purchased since July 1, 2003. Buildings and building improvements over $100,000 as well as

all land are capitalized.

Long-Term Liabilities — Include bonds payable, due in varying amounts through fiscal year 2033.

Bond Payable (In Thousands)

2008 2007 2006 Maturity Date
Series 2002A  4.8398% § 19,535 $ 20,410 §$ 21,245 October 1, 2022
Series 2002B  6.4557 % 10,865 11,285 11,680 October 1, 2022
Series 2005A 49233 % 41,210 41,570 41,930 October 1, 2032
Series 2005B  5.0000 % 2,815 3,105 3,390 October 1, 2015
Series 2007A  4.1566 % 33,770 33,770 - — October 1, 2026
Series 2007B  4.2670 % 5,980 5,980 — October 1, 2019
Series 2007C  5.6409 % 3,320 3,320 — October 1, 2026
Series 2008A  4.5338 % 39,885 — — October 1, 2028
Series 2008B  5.1057 % 1,135 — — October 1, 2018

Total $158,515 $ 119,440 $ 78,245

The revenue bonds are payable solely from, and collateralized by, an irrevocable pledge of revenues to be
derived from the operation of the financed buildings and from student fees. These revenue bonds are payable
through fiscal year 2033. Annual principal and interest payments on the bonds are expected to require less than
15.77% of net revenues. The total principal and interest remaining to be paid on the bonds is $243,921,849.
Principal and interest paid for the current year and total customer net revenues were $7,318,621 and

$83,619,000 respectively.

Operating Activities — Operating activities, as reported in the statements of revenues, expenses, and changes in
net assets, are those that generally result from exchange transactions such as payments received for providing
services and payments made for services or goods received. Nearly all of the Revenue Fund’s revenues and
expenses are from exchange transactions. Interest income, which is relied upon for operations, is recorded as

nonoperating revenue.

Unearned Revenue — Unearned revenue consists primarily of room deposits for fall semester and room and
board fees received, but not earned, for summer session.

Fees, Room and Board, Sales and Services — Fees and room and board are presented before scholarship
allowances. Scholarship allowances of $1,918,662 and $1,946,249 for fiscal years ended June 30, 2008 and
2007, respectively, are reported on the Minnesota State Colleges and Universities’ system financial statements,
but are not reflected in these statements. Sales and services are net of cost of goods sold of $88,686 and
$102,010 for fiscal years ended June 30, 2008 and 2007, respectively.

Use of Estimates — To prepare the basic financial statements in conformity with generally accepted accounting
principles, management must make estimates and assumptions. These estimates and assumptions may affect the
reported amounts of assets, 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 allowances for uncollectible accounts and compensated absences.
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Net Assets — The difference between assets and liabilities is net assets. Net assets are further classified for
accounting and reporting purpose into the following three net asset categories:

e [nvested in capital assets, net of related debt. capital assets, net of accumulated depreciation and
outstanding principal balances of debt attributable to the acquisition, construction or improvement of
those assets.

e  Restricted expendable: net assets subje