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Business & Finance Committee Item D.
December 7, 2023

UNIVERSITIES OF WISCONSIN
DRAFT 2023 ANNUAL FINANCIAL REPORT

REQUESTED ACTION

For information and discussion.

SUMMARY

Overview of Accrual-Based Financial Reporting

The Universities of Wisconsin's (UW) Annual Financial Report is prepared using full accrual-
based accounting, which is required by the Governmental Accounting Standards Board
(GASB) and measures the financial performance and position of an entity by recognizing
economic events when the transactions occur, regardless of when cash is paid or received.

In accordance with Generally Accepted Accounting Principles (GAAP), the draft Annual
Financial Report for the year ending June 30, 2023, includes a Statement of Net Position; a
Statement of Revenues, Expenses and Changes in Net Position; and a Statement of Cash
Flows. Because the financial audit is not yet complete, it does not include an audit opinion
from the Legislative Audit Bureau.

The accompanying Notes to the Financial Statements are an integral part of the
statements, including both disclosures required by GASB and explanations intended to aid
the reader in understanding the statements. In addition, the Annual Financial Report
includes a “Management'’s Discussion and Analysis” (MD&A) that is intended to provide an
objective and easily readable analysis of the UW's financial activities.

Analysis of Draft Financial Statements

Statement of Net Position - There were several significant changes within the UW's net
position between fiscal year (FY) 2022-23 and FY 2021-22, as reflected in the table below.
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Net Position (in millions):

2023 2022 $ Change % Change
Net Investment in Capital Assets $ 40693 $ 38335 $ 2358 6.2 %
Restricted Net Position 1,587.1 2,810.8 (1,223.7) (43.5)%
Unrestricted Net Position 726.0 (205.7) 931.7 (452.9)%
Total Net Position $ 63824 $ 64386 $ (56.2) (0.9)%

The Statement of Net Position, provided on pages 24-25 of the 2023 Annual Financial
Report, shows that the UW's Total Net Position decreased by $56.3 million. Restricted Net
Position—the “equity” with external limitations—decreased between years by $1,223.7
million, or 43.5%. However, the Statement of Net Position reports a $931.7 million increase
in Unrestricted Net Position in FY 2023. Unrestricted Net Position represents the difference
between assets, liabilities, and deferred outflows and inflows of resources that do not have
external restrictions regarding their use or function.

These changes between years primarily relate to three factors:

Cash and Cash Equivalents decreased by $323.3 million, or 17.1%, in FY 2023, largely
due to additional transfers to the Intermediate Term Cash Management Fund. This
fund was established in accordance with State of Wisconsin statutes and investment
policies and guidelines authorized by the Board of Regents, and it is governed by a
Memorandum of Understanding between Universities of Wisconsin administration
and UW-Madison. Intermediate Term Cash Management Fund investments of
$651.8 million now appear as a separate line on the UW's Statement of Net Position.

Capital Assets increased $157.9 million, or 2.7%, in FY 2023, as several large
construction projects were in progress or completed during the year.

Accounting standards for pensions and other postemployment benefits require
governmental entities to report the difference between the value of a plan’s assets
and the present value of projected benefit payments. In FY 2023, the Department of
Employee Trust Funds, which manages the Wisconsin Retirement System, reported
the pension plan’s net position decreased, primarily attributable to the decrease in
the value of pension plan investments. As a result, UW reported Restricted Net
Pension Liability of $709.7 million for fiscal year 2023, a change of $1,794.8 million
from the reported Restricted Net Pension Asset of $1,085.1 million for fiscal year
2022. Condensed statements, with and without these accruals, are presented on
page 20 so readers understand the magnitude of these required adjustments.
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Statement of Revenues, Expenses and Changes in Net Position - Operating revenues, which are
reported on page 26 of the 2023 Annual Financial Report, increased $345.7 million, or 8.8%.
This was driven by increases in nonresident, graduate and professional school tuition and a
greater return to traditional, on-campus activities for students, faculty, and staff in the
2022-23 academic year.

In total, an operating loss of nearly $2.0 billion was reported in FY 2023. The UW's operating
loss will likely continue to be significant since governmental accounting standards require
state appropriations to be reported as non-operating revenue. Within FY 2023 non-
operating revenues, Coronavirus Federal Grants and Aid decreased $262.5 million, to $26.3
million, while state appropriations increased by $28.2 million for the state compensation
plan and related fringe benefits.

Presenters

¢ Rod Dole, Director of Financial Reporting
e Ginger Hintz, Assistant Vice President & Controller
e Julie Gordon, Senior Associate Vice President for Finance

BACKGROUND

Analysis of the UW's draft financial statements and notes are intended to provide
management with a better understanding of operations and assist in making business
decisions. The statements may also be used by Regents and other key stakeholders,
including legislators and the Higher Learning Commission, in evaluating financial
performance. Finally, because the UW's financial statements are included in the State’s
Annual Comprehensive Financial Report, financial institutions, such as lending and bond
rating agencies, use the statements when extending debt securities to finance capital
projects.

ATTACHMENTS

A) 2023 Universities of Wisconsin Annual Financial Report
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Cover Photo: University of Wisconsin-Superior students walk past the Yellowjacket Union. The 84,600-
square-foot student center, built in 2010 and featuring a 17,000-square-foot vegetated roof, was
awarded the following: the U.S. Green Building Council LEED Silver rating; the Associated General
Contractors of Wisconsin 2011 Build Wisconsin Award; the State of Wisconsin Excellence in Architectural
Design 2010; the State of Wisconsin Excellence in Sustainable Design 2009; and the Daily Reporter Top
Project Award 2010.

More than just classrooms, labs and award-winning buildings, UW-Superior has stood as a landmark in
the City of Superior since 1893, impacting countless lives and careers along the way. UW-Superior
fosters intellectual growth and career preparation that emphasizes individual attention and embodies
respect for diverse cultures and multiple voices.

UW-Superior enrolls approximately 2,700 students, including nearly 500 graduate students. Its size and
13:1 student-instructor ratio give faculty members time to engage, challenge, and mentor students.
Students apply academic knowledge to projects that meet real community needs in the Academic
Service-Learning program, logging 26,000 community-service hours in 2022-23.

Researchers at four institutes study Lake Superior's ecosystem and work to improve the transport and
shipping industries in sustainable ways. UW-Superior's graduates are regional and national leaders in
government, education, business, the arts and the professions.
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INTRODUCTION FROM THE VICE
PRESIDENT FOR FINANCE AND
ADMINISTRATION

FINANCIAL REPORT 2023

We are pleased to submit the Universities of
Wisconsin's (UW) 2023 Annual Financial Report,
which includes accrual-based statements for
fiscal years 2023 and 2022. This report has
received an unmodified (clean) audit opinion
from the state’s Legislative Audit Bureau.

Some of the UW's accomplishments in 2023
include:

Enrolling nearly 161,000 students across
our 13 four-year universities with
campuses across the state, including
students from every county in Wisconsin,
every state in the nation and 145 other
countries;

+ Awarding nearly 37,000 degrees;
* Limiting the average increase in the cost of

attendance (tuition, room and board,
segregated fees) for Wisconsin resident

undergraduate students at the four-year
campuses to 1.7 % over the prior year,
including the tenth year of a resident
undergraduate tuition freeze;

+ Advancing groundbreaking research with
more than $1.4 billion of sponsored
research activity annually across our 13
universities.

In December of 2022, after months of
engagement with myriad campus
constituencies, the Board of Regents approved
President Jay Rothman's 2023-2028 Strategic
Plan. The plan is focused on four key
strategies:

1. Enhancing the student experience and
social mobility;

2. Fostering civic engagement and serving the
public good;

3. Creating and disseminating knowledge that
contributes to innovation and a better
understanding of the human condition;
and,

4. Advancing economic prosperity.

In support of those objectives, the strategic
plan details nine core strategies including one
to ensure our universities are financially and
environmentally sustainable so they are
positioned to fulfill their strategic missions.
Since we believe the old adage "What is not
measured cannot be improved," it is important
to quantify our success to achieve this strategy.
Specifically, each UW university has established
goals of eliminating its structural deficit, if one
exists, by fiscal year 2027-28 and maintaining a
composite financial index (CFl) of 1.1 or greater
as a general marker of financial health. The
Universities of Wisconsin will also increase
returns on current resources through prudent
management and commonly accepted
investment practices.



Annual Financial Report Highlights

Since 2020, higher education finances
nationwide have been significantly impacted by
the coronavirus (COVID) pandemic. Though the
effects of COVID have subsided, fiscal year
2023 was again characterized by profound
financial changes. We have faced volatility in
the capital markets, rising inflation, and rising
interest rates. Each UW university is unique in
its mission, student body, and financial
condition, but in facing these challenges, the
overall net position of the Universities of
Wisconsin decreased $56.3 million in fiscal year
2023.

Revenues within the Universities of Wisconsin
—both  operating and  non-operating—
increased by $393.0 million, or 6.9%, in fiscal
year 2023. However, expenses increased at a
greater rate of 16.5%. The Statement of
Revenues, Expenses, and Changes in Net
Position reflects this activity.

Operating revenues increased $345.7 million,
with the primary increases in student tuition
and fees, federal grants and contracts, sales
and services of auxiliaries, and sales and
services of educational activities. Since
resident tuition was frozen for the tenth
consecutive year, the increase in tuition and
fees is attributable to increases in non-resident
undergraduate, graduate, and. professional
school tuition and additional non-resident
students. Non-operating revenues increased
$47.3 million between fiscal year 2022 and
2023 primarily due to additional gifts,
investment income, and state appropriations.

The increases in these revenue sources help
offset the significant reduction in COVID-
related federal grants and aid funding. UW
universities were awarded $666.9 million in
such federal grants and aid through fiscal year
2023. We recognized $26.3 million as non-
operating COVID-related revenue in fiscal year
2023, after reporting $288.8 million in fiscal
year 2022 alone and $312.8 million in earlier
years. These funds were crucial in addressing
financial needs created by the public health
emergency, such as lost revenues from
university operations and emergency student
grants, but they have largely been exhausted.

UW universities cannot rely on these funds
going forward.

UW expenses increased by $907.3 million in
fiscal year 2023. Salaries and fringe benefits
were the largest contributor to this growth,
increasing by $687.5 million. However, of this
amount, $444.2 million relates to non-cash
adjustments for the University's pension and
other postemployment benefit programs.
Supplies and services expenses also increased
$246.6 million, with significant increases in
travel expenses as the UW universities return
to more regular operations after the pandemic
and increases in consultants as the Universities
of Wisconsin undertake several large projects,
such as the Administrative Transformation
Program (ATP).

Other highlights within the UW's 2023 Annual
Financial Report include the following:

+ Cash and Cash Equivalents decreased by
$323.4 million. The reduction is partly due
to  transfers that increased UW's
Intermediate Term Cash Management
Fund by $172.5 million at fiscal year end
2023, which is reported as investments and
accounts for the increase in Investments
on the Statement of Net Position.

+ The Wisconsin Retirement System (WRS),
which is managed by the state's
Department of Employee Trust Funds (ETF),
was negatively impacted by instability in
the global financial markets. The WRS
reported a Net Pension Liability in 2022-23,
with the UW's share of that liability being
$709.7 million. This is a significant swing
from our Restricted Net Pension Asset of
nearly $1.1 billion in 2021-22. The effect of
this swing from an asset to a liability on the
UW's Restricted and Unrestricted Net
Position is summarized on page 20.

« Current and noncurrent Notes and Bonds
Payable decreased by $56.2 million in fiscal
year 2023. These payable obligations are
managed by the state's Department of
Administration, which undertook several
refunding initiatives in fiscal year 2023.

Capital Assets increased $157.9 million in
fiscal year 2023, to $6.0 billion. This



increase is the result of several large
construction projects that were in progress
or completed during the year. These
projects are often funded with a
combination of general fund and program
revenue supported borrowing, cash, and
gift funds. Note 4 provides examples of
these capital projects.

+ Effective for fiscal year 2023, the
UW adopted GASB Statement No. 96,
Subscription-Based Information Technology
Arrangements, (GASB 96) which establishes

accounting and  financial  reporting
standards for subscription-based
information  technology arrangements

(SBITAs) by a government end user. The
UW recognized subscription assets and
related liabilities at the present value of
subscription payments expected to be
made during the subscription term. The
financial statements for fiscal year 2022
have been restated to present the impact
of GASB 96.

As previously noted, UW's overall expenses
rose 16.5% this fiscal year, more than double
the increase in revenue. This is not
sustainable. Looking forward, we must
respond prudently, by prioritizing activities
which most consequentially contribute to our
missions, and by identifying and
operationalizing ways to use our financial,
physical, and technological resources more
effectively.

The Universities of Wisconsin are not static and
have repeatedly demonstrated their
willingness to be open to change and take new
paths when needed. With the changes
identified.in our post-COVID world, several UW
universities have already made decisions to
reimagine themselves - through new academic
programs, new approaches to important
student  services, different organizational
structures, and difficult budget reductions.

As we face these challenges, we remain
committed in our mission, and the Universities
of Wisconsin will continue to provide a world-
class education to a diverse body of students,
produce groundbreaking research, and remain
a leading contributor to the Wisconsin

economy. By doing so, we will be future ready,
for all.

Sean P. Nelson, Vice President for Finance and
Administration
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UNIVERSITIES OF WISCONSIN
Management's Discussion and Analysis
Years Ended June 30, 2023 and 2022

Management’s Discussion and Analysis

The following discussion and analysis provides an overview of the financial position and activities of
the Universities of Wisconsin (University) for the years ended June 30, 2023 and 2022, with
comparative information for the year ended June 30, 2021, where appropriate. This discussion has
been prepared by management, is unaudited, and should be read in conjunction with the financial
statements and footnotes.

The University is made up of a constellation of 13 public universities with campuses across the state.
In academic year 2022-2023, the University enrolled 160,782 students, employed approximately
31,821 faculty and staff, and granted 36,432 associate, bachelor's, master’s, and other advanced
degrees. The University was awarded over $1,409.3 million in federal grants and contracts in fiscal
year 2023 and an additional $881.3 million from non-federal sponsors. The University has a long
tradition of public service, embodied by an ongoing commitment to the Wisconsin Idea, that the
boundaries of the University are the boundaries of the State.

Degrees Granted Headcount Enrollments
UW-Madison 12,444 UW-Madison 49,587
UW-Milwaukee 5,284 UW-Milwaukee 22,866
UW-Eau Claire 2,283 UW-Eau Claire 10,060
UW-Green Bay 1,730 UW-Green Bay 9,608
UW-La Crosse 2,358 UW-La Crosse 10,257
UW-Oshkosh 2,091 UW-Oshkosh 13,714
UW-Parkside 951 UW-Parkside 3,966
UW-Platteville 1,497 UW-Platteville 6,485
UW-River Falls 1,226 UW-River Falls 5212
UW-Stevens Point 1,605 UW-Stevens Point 8,011
UW-Stout 1,697 UW-Stout 7,226
UW-Superior 601 UW-Superior 2,703
UW-Whitewater 2,665 UW-Whitewater 11,087
Total 36,432 Total 160,782
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UNIVERSITIES OF WISCONSIN
Management's Discussion and Analysis
Years Ended June 30, 2023 and 2022

Using the Financial Statements

The University's annual financial report includes the Statement of Net Position; the Statement of
Revenues, Expenses, and Changes in Net Position; the Statement of Cash Flows; and the Notes to
the Financial Statements. These items are prepared in accordance with standards established by
the Governmental Accounting Standards Board (GASB).

Effective for the fiscal year ended June 30, 2023, the University adopted GASB Statement No. 96,
Subscription-Based Information Technology Arrangements (GASB 96). This statement establishes
standards of accounting and financial reporting for University subscription-based information
technology arrangements (SBITAs). The University recognized subscription assets and related
subscription liabilities at the present value of subscription payments expected to be made during
the subscription term. The impacts to the Statement of Revenues, Expenses, and Changes in Net
Position include reclassifying certain subscription payments from operating expenses to non-
operating expenses and recognizing annual amortization of subscription assets over the
subscription term. The adoption of GASB 96 has been reflected as of July 1, 2021. The financial
statements for the years ended June 30, 2022, and 2021, have been restated to present the impact
of GASB 96. See Note 14 for the effects of the University's adoption of GASB 96.

The Statement of Net Position is a financial condition snapshot as of June 30, 2023 and 2022, and
includes all assets and deferred outflows of resources, and liabilities and deferred inflows of
resources, with the difference between the two reported as net position. Current assets are those
that are available to satisfy current liabilities inclusive of assets that will be converted to cash within
one year. Current liabilities are those that will be paid within one year. Increases or decreases in
net position provide an indicator of the improvement or erosion of the University's financial health
when considered in conjunction with non-financial information, such as conditions of facilities and
enroliment levels. Net Position is divided into three major categories: Net Investment in Capital
Assets, Restricted, and Unrestricted. Net Investment in Capital Assets consists of capital assets
reduced by the outstanding balances of borrowings for the construction, acquisition, or
improvement of those assets. Restricted Net Position has constraints put on by external parties,
such as sponsors for research and donors, or by State Statute and Board of Regent policy as in the
case of student segregated fees. Unrestricted Net Position consists of funds that do not meet either
of those definitions.

The Statement of Revenues, Expenses, and Changes in Net Position presents the University's
operating results as well as non-operating revenues and expenses. Operating revenues are
comprised primarily of student tuition and fees, grants and contracts, and auxiliary service activities.
GASB Statement No. 35 requires that state appropriations, gifts, and investments income/loss be
reported as non-operating revenue. Public universities, including the University, are typically reliant
on these revenue sources to fulfill their missions and, therefore, report operating expenses in
excess of operating revenues. As a result, non-operating revenues are a significant component in
determining the increase or decrease in total net position.

The Statement of Cash Flows summarizes cash inflows and outflows by category as relating to
operating, capital, financing, or investing activities. Cash flow information can be used to evaluate
the financial viability of the University and its ability to meet financial obligations as they mature.
Cash flows from operating activities result from exchange transactions in which one party gives
another something in return. Cash flows from investing activities are a result of the purchase or sale
of investments, withdrawals from the long-term investment pool, and collecting interest and
dividends earned. Cash flows from capital activities include receipts from capital grants, donor
receipts specifying use for capital assets, and activity related to debt issued for the explicit purpose
of acquisition, construction, or improvement of capital assets. Cash flows from noncapital financing
activities include state appropriations and private gifts restricted for noncapital purposes.

15



UNIVERSITIES OF WISCONSIN
Management's Discussion and Analysis
Years Ended June 30, 2023 and 2022

The Notes to the Financial Statements are an integral part of the basic financial statements and
communicate information essential for fair presentation. For example, the notes convey
information concerning significant accounting policies used to prepare the financial statements,
detailed information on cash and investments, capital assets, notes and bonds payable,
relationships with affiliated organizations, and classification of net position.

In addition to this Management's Discussion and Analysis, which is required supplementary
information, the basic financial statements are followed by required supplementary information
regarding the University's pension and other postemployment benefits (OPEB) obligations.

Analysis of Financial Position and Results of Operations

The University’s total net position remained stable after fiscal year 2023. As of June 30, 2023, the
University had total assets of $9.7 billion and total liabilities of $4.4 billion.

Statement of Net Position (in millions) 2022 2021
2023 Restated Restated
Current Assets $ 30179 $ 30541 $ 2,778.2
Capital Assets, Net 6,015.5 5,857.6 5,683.0
Other Noncurrent Assets 690.5 1,864.9 1,667.3
Total Assets 9,723.9 10,776.6 10,128.5
Deferred Outflows of Resources 2,880.1 2,340.5 1,556.2
Current Liabilities 1,112.8 1,067.3 839.4
Noncurrent Liabilities 3,242.2 2,739.9 2,735.5
Total Liabilities 4,355.0 3,807.2 3,574.9
Deferred Inflows of Resources 1,866.6 2,871.3 2,111.0
Net Investment in Capital Assets 4,069.3 3,833.5 3,668.3
Restricted Net Position 1,587.1 2,810.8 2,361.5
Unrestricted Net Position 726.0 (205.7) (31.0)
Total Net Position $ 63824 $ 64386 $ 5,998.8

Current assets minus current liabilities represents the net working capital of the University. Net
working capital decreased from $1,986.8 million at June 30, 2022 to $1,905.1 million at June 30, 2023.

The following table contains a summary of Current Assets which consists of operating cash and cash
equivalents, investments, securities lending collateral, accounts receivable, student loans receivable,
supply inventories, and prepaid expenses. The largest change between 2023 and 2022 was in cash
and cash equivalents, which decreased by $323.3 million due to assets transferred into the
University Intermediate Term Fund, a current asset investment, established during fiscal year 2022.

16



UNIVERSITIES OF WISCONSIN
Management's Discussion and Analysis
Years Ended June 30, 2023 and 2022

Current Assets (in millions) 2022 2021
2023 Restated Restated

Cash & Cash Equivalents $ 15673 $ 18906 $ 22194
Investments 651.8 479.3 —
Securities Lending Collateral 244.4 228.9 148.0
Accounts Receivable, Net 348.6 339.2 320.7
Other Current Assets 205.8 116.1 90.1

Total Current Assets $ 30179 $ 30541/ % 27782

The Board of Regents has authority to invest gifts and bequests received by the University. Effective
April 1, 2018 and as permitted through Section 36.11 (11m) of the Wisconsin statutes, the Board of
Regents transferred its investment management responsibilities to the State of Wisconsin
Investment Board (SWIB). The Board of Regents establishes investment policies and guidelines,
including target investment allocations. Benefiting UW entities receive quarterly distributions from
the Long Term Fund, principally endowed assets, based on an annual spending rate applied to a
twelve-quarter moving average market value of the Fund. Additional information on cash and
investments is provided in Note 2 to the Financial Statements.

Noncurrent assets are comprised mainly of endowment investments, capital assets (net of
accumulated depreciation and amortization), student.loans receivable and pension and OPEB
assets. Notable changes between years include:

+  Endowment investments, valued at $548.3 million at June 30, 2023, increased by
$18.1 million during fiscal year 2023. The increase was driven by market-based fluctuations
in investment performance.

+ Volatility in investment performance and fluctuations in the investment market related to
the pension plan fiduciary net position resulted in the reporting of a noncurrent net pension
liability of $709.7 million in 2023 and a noncurrent net pension asset of $1,085.1 million in
2022,

+ In 2020, the Department of Employee Trust Funds (ETF), which has program administration
and oversight of ‘postemployment benefits, determined that the Supplemental Health
Insurance Conversion Credit (SHICC) program should be considered a defined benefit other
postemployment benefit. As such, the University has recorded its proportionate share of the
net OPEB noncurrent asset at June 30, 2023 and 2022 of $45.1 million and $148.3 million,
respectively.

Deferred outflows increased by $539.6 million in fiscal year 2023, due to adjustments related to
pension and OPEB obligations.

Current liabilities increased by $45.5 million in fiscal year 2023, driven by increases in securities
lending collateral liabilities, accounts payable and current portion of notes and bonds payable.

Noncurrent liabilities increased by $502.3 million in fiscal year 2023. The most significant reason for
this is the reporting of a noncurrent net pension liability in 2023.

Deferred inflows decreased by $1,004.7 million in fiscal year 2023, due to adjustments related to
pension and OPEB obligations.

Further, these reporting changes resulted in $174.0 million of additional pension expense being
included on the Statement of Revenues, Expenses, and Changes in Net Position. These changes are
more fully described in Notes 1 and 8 to the Financial Statements.
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UNIVERSITIES OF WISCONSIN
Management's Discussion and Analysis
Years Ended June 30, 2023 and 2022

Most of the unrestricted net position has been identified for purposes to fulfill the University's
fiduciary responsibilities, including academic and research programs and capital projects. Additional
information related to net position can be found in Note 13 to the Financial Statements.

Capital and Debt Activities

Of the $6.4 billion in net position, $4.1 billion is net investment in capital assets. In an effort to
maintain quality in the University's academic and research programs and residence halls, the
University has implemented a long-range plan to fund new construction and modernize existing
facilities. Capital additions consist of new construction, replacement and renovation of academic
and research facilities, as well as significant investment in technology and equipment. Note 4 to the
Financial Statements describes the University's capitalization, depreciation and amortization policies,
and includes summarized changes in the book value of these assets, including major construction
projects completed or in progress. Note 6 to the Financial Statements describes the University's
long term debt and includes summarized information on those balances, as well as future debt
service requirements.

There are four primary sources of funding for University capital projects: General Fund Supported
Borrowing (GFSB) 20-year state-issued bonds repaid with General Program Revenue (GPR); Program
Revenue Supported Borrowing (PRSB) 20- or 30-year state-issued bonds repaid with the University
program revenue; Program Revenue Cash (Cash); and cash from gift and grant funds (Gifts). State
general obligation bonds issued for the University's purpose are rated by Moody's and S&P Aa1 and
AA, respectively.

Statement of Revenues, Expenses, and Changes in Net Position

The Statement of Revenues, Expenses, and Changes in. Net Position present the University's
operating results as well as non-operating revenues and expenses. A summary of the Statement of
Revenues, Expenses, and Changes in Net Position is as follows (in millions):

2022 2021
2023 Restated Restated
Total Revenues $ 61200 $ 5727.0 $ 54329
Total Expenses 6,405.7 5,498.6 5,094.2
Income (Loss) Before Capital and Endowment Additions (285.7) 228.4 338.7
Capital Appropriations, Contributions & Endowment Additions 229.4 211.5 257.4
Increase in Net Position $ (56.3) $ 4399 $ 596.1

The University's operating and non-operating revenues are provided in the table below. Operating
revenues increased $783.9 million since fiscal year 2021 with the primary increases in student
tuition-and fees, federal grants and contracts, sales and services of auxiliaries and sales and services
of educational activities. Non-operating revenues decreased $96.7 million between fiscal year 2021
and fiscal year 2023 primarily due to decreases in coronavirus federal grants and aid funding and
lower net investment income.

The University was awarded $640.6 million in coronavirus federal grants and aid through 2022-23. In
accordance with the federal award agreements, the University must meet certain eligibility
requirements before recognizing the funding. The University recognized $26.3 million as non-
operating revenue in 2022-23, $288.8 million as non-operating revenue in 2021-22, and $72.3 million
as non-operating revenue in 2019-20. The remaining amount will be recognized in future periods.
These funds are restricted and must be used to address financial needs created by the coronavirus
public health emergency, such as personal protective equipment, emergency student grants,
housing and dining refunds and technology to accommodate remote learning.
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2022 2021
Revenues (in millions): 2023 Restated Restated
Operating Revenues
Student Tuition and Fees, Net $ 15238 $ 14227 $ 1,403.2
Federal Grants and Contracts 884.9 725.7 707.8
State, Local, & Private Grants and Contracts 515.2 532.1 438.0
Sales and Services of Educational Activities 377.8 328.5 2411
Sales and Services of Auxiliaries, Net 444.8 405.0 263.3
All Other Operating Revenues 521.5 508.3 430.7
Total Operating Revenues 4,268.0 3,922.3 3,484.1
Non-Operating Revenues
State Appropriations 1,026.4 998.2 961.6
Gifts 512.3 415.8 438.1
Federal Pell Grants 140.9 137.5 141.0
Coronavirus Federal Grants and Aid 26.3 288.8 240.5
Net Investment Income (Loss) 56.2 (63.8) 129.0
Other Non-Operating Revenues 89.9 28.2 38.5
Total Non-Operating Revenues 1,852.0 1,804.7 1,948.7
Total Revenues $ 61200 $ 57270 $ 5432.8

Operating expenses, classified by function, and non-operating expenses, are as follows:

2022 2021
Expenses (in millions): 2023 Restated Restated
Operating Expenses
Instruction $ 16675 $ 1,362 $ 1,012.8
Research 1,245.0 1,118.4 1,056.5
Public Service 409.3 346.0 345.8
Academic Support 469.8 419.9 412.4
Student Services 576.9 548.4 487.9
Institutional Support 317.3 297.9 3245
Operation/Maintenance 326.0 338.6 316.1
Financial Aid 305.9 380.7 292.0
Auxiliary Enterprises 3125 282.2 247.0
Other Functions 164.1 74.9 70.9
Depreciation and Amortization 440.6 413.6 378.2
Total Operating Expenses 6,234.9 5,356.8 4,944.1
Non-Operating Expenses 170.7 141.5 146.8
Total Expenses $ 64056 $ 54983 $ 5,090.9

One of the University's strengths has been its ability to supplement student tuition and fee revenue
and state appropriations with support from other sources, including foundations, investment
income, and government-sponsored programs (see Charts 1 and 2 in the Supplemental Information
of this report). The University continues to aggressively seek funding sources consistent with its
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mission to meet operating activities in a financially prudent manner. In addition, the University will
continue to make cost containment and revenue diversification a priority. The higher Instruction
operating expenses in fiscal year 2023 is attributed to the increase in pension plan expense reported
within salary and fringe benefits expense in that year.

Statement of Net Position adjusted for the pension and other postemployment benefit obligations
as allocated to the UW System are as follows (in millions):

Adjustment Adjustment Adjusted
for Pension Adjusted 2022 for Pension 2022

2023 and OPEB 2023 Restated and OPEB Restated
Current Assets $ 3,0179 $ — 3 3,0179 $ 3,054.1 % — 3 3,054.1
Capital Assets, Net 6,015.5 — 6,015.5 5,857.6 — 5,857.6
Other Noncurrent Assets 690.5 45.1 645.4 1,864.9 1,233.4 631.5
Total Assets 9,723.9 45.1 9,678.8 10,776.6 1,233.4 9,543.2
Deferred Outflows of Resources 2,880.1 2,813.6 66.5 2,340.5 2,297.6 42.9
Current Liabilities 1,112.8 — 1,112.8 1,067.3 — 1,067.3
Noncurrent Liabilities 3,242.2 1,306.8 1,935.4 2,739.9 709.2 2,030.7
Total Liabilities 4,355.0 1,306.8 3,048.2 3,807.2 709.2 3,098.0
Deferred Inflows of Resources 1,866.6 1,822.3 443 2,871.3 2,856.0 15.3
Net Investment in Capital Assets 4,069.3 — 4,069.3 3,833.5 — 3,833.5
Restricted Net Position 1,587.1 451 1,542.0 2,810.8 1,233.4 1,577.4
Unrestricted Net Position 726.0 (315.5) 1,041.5 (205.7) (1,267.6) 1,061.9
Total Net Position $ 63824 $ (270.4) $ 66528 $ 64386 $ (34.2) $ 6,472.8

In fiscal year 2023, salary and fringe benefits expenses amounted to $4,123.5 million, including
additional expense of $198.4 million related to the pension and other postemployment benefit
obligations. Compared to fiscal year 2022, salary and fringe benefits expenses amounted to
$3,435.9 million, including an expense credit of $245.8 million related to the pension and other
postemployment benefit obligations.

Factors Affecting Future Periods

2021 Wisconsin Act 58, the 2021-23 biennial budget, returned tuition-setting authority to the
UW Board of Regents. In the 2023-24 academic year, the Board of Regents approved the first
resident undergraduate increase in 10 years. The exact increase varies by university, but overall, the
increase in cost of attendance for resident undergraduates averages 4.2% across the UW
universities when room and board is included.

2023 Wisconsin Act 19, the 2023-25 biennial budget, reduced the Universities of Wisconsin's general
program operations appropriation by approximately $16.0 million annually. An equivalent amount
was placed in the state's Joint Committee on Finance's supplemental appropriation for release to the
Universities of Wisconsin, pending legislative approval of a plan to address workforce issues. Such a
plan was developed by UW universities, approved by the Board of Regents on November 9, 2023,
and transmitted to the state's Joint Committee on Finance.
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The Universities of Wisconsin will continue to be impacted by fluctuations in enroliment in fiscal year
2024 and beyond. Inflationary pressures on capital and operating costs and a competitive labor
market will present additional economic challenges. The leadership of the UW has adopted a new
strategic plan that will serve to better align resources with our priorities and further elevate the
strong reputation of the UW throughout the state, the nation, and the world. The UW remains
committed to maintaining responsible stewardship of our resources while identifying new
opportunities that enhance the university mission.
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Universities of Wisconsin

Statement of Net Position

ASSETS
Current Assets
Cash and Cash Equivalents
Investments
Securities Lending Collateral
Accounts Receivable, Net
Student Loans Receivable, Net
Inventories
Prepaid Expenses & Other Current Assets
Total Current Assets

Noncurrent Assets
Endowment Investments
Accounts Receivable, Net
Student Loans Receivable, Net
Capital Assets, Net
Restricted Net Pension Asset
Restricted Other Postemployment Benefits Asset
Total Noncurrent Assets
TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities
Accounts Payable and Accrued Liabilities
Securities Lending Collateral Liabilities
Notes and Bonds Payable
Lease and Financing Obligations
Unearned Revenue
Compensated Absences
Deposits Held for Others
Other Current Liabilities
Total Current Liabilities

Noncurrent Liabilities
Notes and Bonds Payable
Lease and Financing Obligations
Perkins Loan Program
Compensated Absences
Other Postemployment Benefits
Net Pension Liability
Other Noncurrent Liabilities

Total Noncurrent Liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
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June 30, 2023

$ 1,567,271,076

651,841,265
244,396,309
348,588,224
13,831,330
45,810,011
146,146,833

June 30, 2022

Restated

$ 1,890,633,800

479,346,772
228,877,256
339,153,958
17,469,694
38,535,572
60,106,348

3,017,885,048

548,280,304
18,341,270
78,741,133

6,015,528,176

3,054,123,400

530,189,820
11,806,692
89,454,189

5,857,612,906
1,085,067,412

45,140,684 148,325,679
6,706,031,567 7,722,456,698
9,723,916,615 $10,776,580,098

2,880,126,274

$ 2,340,546,782

389,645,455
244,396,309
132,364,476
39,048,033
201,781,712
99,156,591
6,408,181

322,120,684
228,877,256
112,346,558
47,428,101
203,715,058
98,758,514
6,308,494
47,740,576

1,112,800,757

1,518,084,771

1,067,295,241

1,594,349,838

256,712,795 270,009,257
60,123,586 73,557,110
86,873,003 79,709,131

597,019,122 709,192,081

709,734,328 —
13,643,103 13,056,310

3,242,190,708 2,739,873,727

$ 4,354,991,465

$ 3,807,168,968

$ 1,866,638,843

$ 2,871,277,871

(continued)



Universities of Wisconsin

Statement of Net Position (continued)

NET POSITION
Net Investment in Capital Assets
Restricted for
Nonexpendable
Expendable
Pension
Other Postemployment Benefits
Gifts, Grants & Contracts
Donor Investments & Earnings
Construction Fund
Student Loans & Federal Aid
Other
Total Restricted-Expendable
Unrestricted
TOTAL NET POSITION

June 30, 2023

$ 4,069,318,101

June 30, 2022

Restated

$ 3,833,479,153

239,302,589 229,619,124
> 1,085,067,412

45,140,684 148,325,679
327,940,185 391,535,797
323,947,313 307,458,099
343,961,923 394,029,815
197,010,566 140,050,615
109,827,248 114,841,296
1,347,827,919 2,581,308,713
725,963,972 (205,726,950)

$ 6,382,412,581

$ 6,438,680,040

The accompanying notes to the financial statements are an integral part of these statements.
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Universities of Wisconsin

Statement of Revenues, Expenses, and Changes in Net Position

OPERATING REVENUES

Student Tuition and Fees (net of Scholarship Allowances of
$312.4 million and $331.3 million, respectively)

Federal Grants and Contracts
State, Local, and Private Grants and Contracts
Sales and Services of Educational Activities

Sales and Services of Auxiliary Enterprises (net of Scholarship

Allowances of $42.6 million and $47.7 million, respectively)
Sales and Services to UW Hospitals and Clinics Authority
Student Loan Interest Income and Fees

Other Operating Revenue

Total Operating Revenues

OPERATING EXPENSES

Salaries

Fringe Benefits

Fringe Benefits Related to Noncash Pension and OPEB
Total Salary and Fringe Benefits

Scholarship and Fellowships

Supplies and Services

Other Operating Expenses

Depreciation and Amortization
Total Operating Expenses
OPERATING LOSS

NON-OPERATING REVENUES AND (EXPENSES)

State Appropriations

Gifts

Federal Pell Grants

Coronavirus Federal Grants and Aid

Investment Income (Loss) (net of Investment Expense of
$0.9 million and $0.7 million, respectively)

Loss on Disposal of Capital Assets

Interest Expense on Capital Asset-Related Debt
Transfer to State Agencies

Other Non-Operating Revenues

(Loss) Gain Before Capital and Endowment Additions

Capital Appropriations
Capital Grants and Gifts
Additions to Permanent Endowment

(DECREASE) INCREASE IN NET POSITION

NET POSITION

Net Position - beginning of period

NET POSITION - end of period

Year ended
June 30, 2023

$ 1,523,838,086

Year ended
June 30, 2022
Restated

$ 1,422,724,026

884,931,543 725,744,678
515,242,460 532,083,158
377,848,600 328,538,986
444,788,675 404,998,108
52,707,100 60,560,814
2,153,371 3,272,153
466,524,365 444,409,883
4,268,034,200 3,922,331,806
2,918,234,394 2,704,802,032
1,006,785,199 976,874,067
198,435,379 (245,758,624)
4,123,454,972 3,435,917,475
192,660,956 269,921,116
1,459,524,500 1,212,861,776
18,690,448 24,794,753
440,619,039 413,591,372
6,234,949,915 5,357,086,492
(1,966,915,715)  (1,434,754,686)
1,026,414,311 998,232,594
512,291,511 415,776,981
140,888,409 137,477,922
26,349,014 288,846,012
56,227,317 (63,792,475)
(1,712,230) (2,790,095)
(70,073,227) (46,201,882)
(98,994,183) (92,483,835)
89,796,894 28,119,189
(285,727,899) 228,429,725
208,071,848 191,287,604
15,940,874 19,075,963
5,447,718 1,072,702
(56,267,459) 439,865,994
6,438,680,040 5,998,814,046

$ 6,382,412,581

$ 6,438,680,040

The accompanying notes to the financial statements are an integral part of these statements.
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Universities of Wisconsin

Statement of Cash Flows

Year ended
Year ended June 30, 2022
June 30, 2023 Restated

Cash Flows from Operating Activities

Student Tuition and Fees $ 1,521,844,922 $ 1,432,888,431

Federal, State, Local, and Private Grants & Contracts

1,399,627,336

1,258,439,423

Sales and Services of Educational Activities 356,375,418 322,551,971
Sales and Services of Auxiliary Enterprises 451,441,321 416,044,054
Sales and Services to UW Hospitals and Clinics Authority 64,948,192 54,050,394

Payments for Salaries and Fringe Benefits
Payments to Vendors and Suppliers

(3,960,373,125)
(1,458,652,914)

(3,673,128,346)
(1,193,497,902)

Payments for Scholarships and Fellowships (192,660,956) (269,921,116)
Student Loans Collected 19,237,980 24,845,232
Student Loan Interest and Fees Collected 2,153,371 3,272,153
Student Loans Issued (9,507,548) (9,068,422)
Student Direct Lending Receipts 525,836,726 527,008,248
Student Direct Lending Disbursements (528,878,803) (527,668,502)
Other Revenue 437,813,586 405,027,095

Net Cash Used in Operating Activities

Cash Flows from Investing Activities

(1,370,794,494)

(1,229,157,287)

Interest and Dividends on Investments, Net 4,764,226 1,180,823
Proceeds from Sales and Maturities of Investments 185,446,606 183,304,029
Purchase of Investments (324,919,929) (666,515,478)
Net Cash (Used in) Provided by Investing Activities (134,709,097) (482,030,626)
Cash Flows from Capital and Related Financing Activities
Proceeds from Issuance of Capital Debt 502,525,676 192,832,128
Payments for Debt Retirements (Refundings) (443,455,096) (63,943,792)
Capital Appropriations 208,071,848 191,287,604
Gifts and Other Receipts 67,901,578 5,357,048
Purchase of Capital Assets (606,913,379) (509,797,950)
Principal Payments on Capital Debt and Leases (312,180,056) (283,980,645)
Interest Payments on Capital Debt and Leases (107,293,414) (126,484,169)
Net Cash Used in Capital and Related
Financing Activities (691,342,843) (594,729,776)

Cash Flows from Noncapital Financing Activities

State Appropriations

1,252,937,716

1,204,804,996

Gifts and Other Receipts 546,855,036 432,917,124
Federal Pell Grants 140,888,409 137,477,922
Coronavirus Federal Grants and Aid Receipts 26,349,014 293,390,845
Transfer to State Agencies (98,994,183) (92,483,835)
Additions to Permanent Endowments 5,447,718 1,072,702

Net Cash Provided by Noncapital Financing
Activities

Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents - beginning of year

Cash and Cash Equivalents - end of year
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1,873,483,710

1,977,179,754

(323,362,724)
1,890,633,800

(328,737,935)
2,219,371,735

$ 1,567,271,076  $ 1,890,633,800

(continued)



Universities of Wisconsin

Statement of Cash Flows (continued)

Reconciliation of Operating Loss to Net Cash Used in Operating
Activities

Operating Loss

Adjustments to Reconcile Operating Loss to
Net Cash Used in Operating Activities:

Depreciation and Amortization Expense

Changes in Assets, Liabilities and Deferred Outflows and
Inflows of Resources:

Receivables, net
Inventories
Prepaid Expense (including Deferred Charges)
Accounts Payable and Accrued Liabilities
Perkins Loan Liability
Unearned Revenue
Compensated Absences
Other Noncurrent Liabilities
Deferred Outflows of Resources
Pension Liability (Asset) and Deferred Inflows of Resources
Other Postemployment Benefits
Net Cash Used in Operating Activities

Noncash Investing, Capital and Financing Activities

Lease and Financing Obligations (Initial Year):
Fair Market Value
Current Year Cash Payments
Gifts-In-Kind
Net Change in Unrealized Gains (Losses)

Year ended
June 30, 2023

Year ended
June 30, 2022
Restated

$ (1,966,915,715) $ (1,434,754,686)

440,619,039

5,054,155
(7,274,439)
(42,879,291)
9,200,057
(13,433,524)
(1,1762,104)
7,561,949
(553,653,312)
761,076,655
(8,987,964)

413,591,372

(6,066,983)
(7,710,257)
(9,520,029)
99,857,220
(20,430,015)
35,496,143
(6,120,852)
(47,740,576)
(790,048,483)
510,227,980
34,061,879

$ (1,370,794,494)

$ (1,229,157,287)

$ 44,269,972
18,093,069
1,416,087
22,378,871

The accompanying notes to the financial statements are an integral part of these statements.
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Years Ended June 30, 2023 and 2022

FINANCIAL STATEMENTS OF
RELATED UNIVERSITY CAMPUS FOUNDATIONS

All foundations reported are legally separate, tax-exempt, affiliated campus foundations formed to
generate private support for the respective public universities.
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Universities of Wisconsin Campus Foundations

Consolidated Statements of Financial Position

June 30, 2023

June 30, 2022

ASSETS
Cash and Cash Equivalents $ 58,516,181 $ 176,695,581
Income and Redemption Receivables 46,215,033 149,464,158
Pledges Receivable, Net 142,906,029 170,502,407
Prepaid Expenses and Other Assets 76,365,202 73,972,617
Investments 5,781,002,539 5,193,245,703
Property and Equipment, Net 155,280,495 154,719,013
Real Estate 875,168 1,366,380
TOTAL ASSETS $ 6,261,160,647 $ 5,919,965,859
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts Payable $ 9,497,965 $ 13,334,250
Pending Investment Purchases Payable 49,805,680 115,409,595
Accrued Expenses and Other Liabilities 31,279,638 27,134,512
Note Payable 140,995,207 149,277,493
Liability Under Split-Interest Agree