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(USNH) - New Hampshire is a national
leader in completion rates of students
who began studies at a four-year public
institution, according to the National
Student Clearinghouse Research Center
(NSCRQ), which puts USNH second in
the nation and first in the East. New
Hampshire's public four-year institutions
fared particularly well in the study with
an average completion rate of 78%. The
NSCRC report captured a broad swath of
students in its degree completion rate analy-
sis. The findings found that New England’s
four-year colleges and universities showed
strength in preparing students for
successful degree completion.

“This is another outstanding result and
measure of success for New Hampshire's
four-year public institutions,” said USNH
Chancellor Todd Leach, Ph.D. “We have
focused on providing our students witha
high-quality education that puts them on the
pathway to success. The rates show that our
public higher education system is working
and doing what it was designed to do, pre-
paring our state’s futureworkforce” B

(UNH) More than 3,200 first-year
students entered UNH this fall as
members of the class of 2019. UNH delivers
a tremendous return on investment for
New Hampshire's businesses, communities,
students and families. It is helping to make
our state’s guality of life among the best in
the nation. Each year, UNH generates $14
billion in economic activity in the

Granite State. ®

= (GSC) Mark Rubinstein,
Ph.D, assumed his new
[ responsibilities as GSC
president on March 31,
2015.The USNH Board of Trustees voted for
his selection unanimously, recognizing his
outstanding performance as vice president
for student and academic services at UNH.
“Granite State College is an institution that
can be a real game changer forour students
andalso our state,” said Chancellor Leach.
“Mark brings an incredible understanding
of the changing needs in public higher
education, and also understands New
Hampshire's unigue situation and work-
force needs from his years at UNH” ®

(KSC) Keene State College has been

named a “College of Distinction” for
2015-2016. The College of Distinction
program recognizes institutions in four
areas of excellence: student engagement;
excellence in undergraduate teaching;

a vibrant community life; and student
learning outcomes considered necessary
requirements by employers or essential
for extended study at the graduate level.
An emphasis on creative and critical thinking
skills is found throughout the liberal arts
curriculum and is a key component of
the newly adopted Collegewide Learning
Outcomes. B

(PSU) Donald L. Birx,

Ph.D, was selected as

the 15th president

of Plymouth State
University by the USNH Board of Trustees.
Board Chair Pamela Diamantis said of his
appointment "A commitment to PSU's
sense of community with a proven ability
to chart a new and bold course makes Dr.
Birx an ideal choice to lead Plymouth State

University into the future’

The University System of New Hampshire (USNH) includes the
University of New Hampshire (UNH) at Durham and Manchester, the

University System
Qf New Han‘lpsh]re University of New Hampshire School of Law, Plymouth State University
(PSU), Keene State College (KSC), and Granite State College (GSC). KSC,

PSU, and UNH-Durham are the three residential campuses of USNH. The University System is directed by a 27-member Board

of Trustees. Administration of the University System is the responsibility of the-a-or, functioni nt
e Board of Trustees. The chancellor is the chief executive and academic officer of the University

-pons. for developing, recommending, and implementing the Board's policies and decisions.




















































KPMG LLP

Two Financial Center
60 South Street
Boston, MA 02111

Independent Auditors’ Report

The Govemnor and
Legislative Fiscal Committee,
State of New Hampshirc; and thc
Board of Trustees,
University System of New Hampshire:

Report on the Financial Statements

We have audited the accompanying statements of net position of the University System of New Hampshire
(the System), a component unit of the State of New Hampshire, as of June 30, 2015 and 2014, the related
statements of revenues, expenses and changes in net position and cash flows for the years then ended, and
the related notes to the financial statements, which collectively comprise the System’s basic financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from matenial misstatement, whether duc to fraud or error.

Auditors’ Responsibility

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. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
finaneial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the financial statements referred to above esent fairly, in all material respects, the net
position of the University System of New Hampshire as of June 30, 2015 and 2014, and the changes in its
net position and its cash flows for the ycars then ended in accordance with U.S. generally accepted accounting
principles.

Other Matter - Required Supplementary Information

U.S. generally accepted accounting principles requirc that the managecment’s discussion and analysis on
pages 21 through 29 and the schedule of funding progress on page 42 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in aecordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

KPMe P

October 30, 2015
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Notes to the Financial Statements

1S

ry of significant accounting policies and presentation

The University System of New Hampshire (USNH) is a not-for-profit institution
of higher education created in 1963 as a body politic and corporate under the
laws of the State of New Hampshire (the state) and is generally exempt from
income taxes under Section 501(c)(3) of the Internal Revenue Code. USNH is
considered a component unit of the state for financial reporting purposes. The
accompanying financial statements include the accounts of the University of
New Hampshire (UNH), Plymouth State University (PSU), Keene State College
(KSC), and Granite State College (GSC) as well as certain affiliated entities
discussed below. UNH, PSU, KSC and GSC are collectively referred to in the
accompanying financial statements as “campuses.”

On August 31, 2010, UNH and Franklin Pierce Law Center officially affiliated and
the Center became known as the UNH School of Law (UNHL). During 2013, the
USNH Board of Trustees and the UNH School of Law Board of Directors each
approved a full integration agreement between the two entities with an
effective date of January 1, 2014. The integration was treated as a merger in
accordance with GASB Statement No. 69, Governmental Combinations and
Disposals of Government Operations. Accordingly, the activities and balances of
the UNH School of Law were merged with those of USNH, and are included in
these financial statements as of July 1, 2012.

Affiliated entities and related parties

Governmental accounting standards require that all potential component units
be evaluated for inclusion in the financial statements of the primary
government of the reporting entity. USNH’s policy on ‘Foundations Established
for the Benefit of USNH or its Component Institutions’ states that the USNH
Board of Trustees retains control over the activities of any affiliated foundation.
The USNH policy further states that USNH has the legal authority to terminate
the existence of any affiliated foundation, at which time ownership of the
related assets would revert to USNH. Two legally separate affiliated
foundations are impacted by this policy and, accordingly, are considered
component units of USNH. The University of New Hampshire Foundation, Inc.
(UNHF) and the Keene Endowment Association (KEA) are collectively referred to
in the accompanying financial statements as “affiliated entities.”  The
associated revenues, expenses, assets, liabilities, deferred outflows and net
position of UNHF and KEA are fully blended with those of the campuses in the
accompanying financial statements, and all associated intercompany activity
has been eliminated.

The University of New Hampshire Foundation, Inc. was incorporated in 1989 as
a not-for-profit, tax-exempt organization. Its purpose is to solicit, collect, invest
and disburse funds for the sole benefit of the University of New Hampshire.
UNHF is governed by its own Board of Directors, the membership of which
includes the President of the University of New Hampshire and three other
members of the USNH Board of Trustees. The University of New Hampshire
funds a portion of the operating expenses of UNHF. UNHF has a separate
financial statement audit each year. Condensed financial information for UNHF
is included in Note 15. The Keene Endowment Association was organized in
1957 as a separate charitable entity to provide financial assistance to deserving
students at Keene State College. Income is distributed at the discretion of the
Trustees of KEA.

Basis of accounting

The accompanying financial statements have been prepared in accordance
with US generally accepted accounting principles (GAAP) prescribed by the
Governmental Accounting Standards Board (GASB) using the economic
resources measurement focus and the accrual basis of accounting.

USNH follows the requirements of the “business-type activities” (BTA) model as
defined by GASB Statement No. 35, Basic Financial Statements - and
Management’s Discussion and Analysis for Public Colleges and Universities. BTAs
are defined as those that are financed in whole or in part by fees charged to
external parties for goods or services.

GASB requires that resources be classified into the following net position
categories, as more fully detailed in Note 14:

® Net investment in capital assets: Property and equipment at
historical cost or fair value on date of acquisition, net of accumulated
depreciation and outstanding principal balances of debt attributable to
the acquisition or construction of those assets.

®  Restricted Nonexpendable: Resources subject to externally imposed
stipulations that they be maintained permanently by USNH. Such funds
include the historical gift value of restricted true endowment funds.

®  Restricted Expendable: Resources whose use by USNH is subject to
externally imposed stipulations. Such funds include the accumulated net
gains on donor-restricted “true” endowment funds; the fair value of
restricted funds functioning as endowment; restricted funds loaned to
students; restricted gifts and endowment income; and other similarly
restricted funds.

®  Unrestricted: Resources that are not subject to externally imposed
stipulations.  Substantially all unrestricted net position funds are
designated to support academic, research, or auxiliary enterprises;
invested to function as endowment; or committed to capital construction
projects.

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the dates of the financial statements, and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ
from these estimates. The most significant areas that require management
estimates relate to valuation of certain investments and derivative instruments,
useful life and related depreciation of capital assets, and accruals for
postretirement medical and other employee-related benefits.

Investments are maintained with established financial institutions whose credit
is evaluated by management and the respective governing boards of USNH
and its affiliated entities. Investments of operating cash in money market and
other mutual funds are generally recorded as cash equivalents and are invested
for purposes of satisfying current operating liabilities and generating
investment income to support ongoing operations. Short-term investments
represent highly liquid amounts held for other current liabilities. Net realized
and unrealized gains and losses on endowment and similar investments, as
well as interest and dividend income, are reported as endowment return.
Endowment return used for operations per application of the Board-approved
endowment spending policy is reported as nonoperating revenue whereas the
excess {(deficiency) of endowment return over that used for operations is
reported as other changes in net position.

Property and equipment are recorded at original cost for purchased assets or at
fair value on the date of donation in the case of gifts. Equipment with a unit
cost of $5,000 or more is capitalized. Building improvements with a cost of
$25,000 or greater are also capitalized. Net interest costs incurred during the
construction period for major, debt-funded capital projects are added to the
cost of the underlying asset. The value of equipment acquired under capital
leases is recorded at the present value of the minimum lease payments at the
inception of the lease. Depreciation of property and equipment is calculated
on a straight-line basis over the estimated useful lives of the respective assets.
The cost of certain research buildings is componentized for the purpose of
calculating depreciation. Buildings and improvements are depreciated over
useful lives ranging from 10 to 50 years. Depreciable lives for equipment range
from 3 to 30 years. (See Note 5 for additional information on depreciation.)
USNH does not record donated works of art and historical treasures that are
held for exhibition, education, research and public service. Library collections
are recorded as an expense in the period purchased, with the exception of UNH
School of Law library collections which are capitalized annually and
depreciated over a ten year period on a straight-line basis.

Deposits and unearned revenue consist of amounts billed or received in
advance of USNH providing goods or services. Advances from the US
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Government for Federal Perkins Loans to students are reported as govemment
advances refundable. Future loans to students are made available from
repayments of outstanding principal amounts plus accumulated interest
received thereon.

Operating revenues include tuition and fees, grants and contracts, sales of
auxiliary services, and other operating revenues. Tuition and fee revenues are
reported net of student financial aid discounts and allowances. Operating
expenses include employee compensation and benefits, supplies and services,
utilities, and depreciation. Operating expenses also include early retirement
and other separation incentive stipends and benefits promised to certain
employees in exchange for termination of employment. All such termination
benefits are accrued as of the date the termination agreement is signed, and
are presented at net present value at year end. Nonoperating revenues
(expenses) include all other revenues and expenses except certain changes in
long-term plant, endowment and other net position funds, which are reported
as other changes in net position. Operating revenues are recognized when
earned and expenses are recorded when incurred. Restricted grant revenue is
recognized only to the extent of applicable expenses incurred or, in the case of
fixed-price contracts, when the contract terms are met or completed.

Unconditional pledges of nonendowment gifts are presented net of estimated
amounts deemed uncollectible after discounting to the present value of
expected future cash flows. Because of uncertainties with regard to their
realization and valuation, bequest intentions and other conditional promises
are not recognized as assets until the specified conditions are met. In
accordance with GASB requirements, endowment pledges totaling $9,120,000
and $9,621,000 at June 30, 2015 and 2014, respectively, which are expected to
be received over the next ten years, have not been reported in the
accompanying financial statements. USNH generally uses restricted funds first
when an expense is incurred where both restricted and unrestricted funds are
available.

The System’s financial statements include comparative financial information.
Certain prior year amounts have been reclassified to conform to the current
year presentation.

2. Cash, cash equivalents, and short-term investments

Cash, cash equivalents, and short-term investments are recorded at fair value.
USNH's investment policy and guidelines specify permitted instruments,
durations, required ratings and insurance of USNH cash, cash equivalents and
short-term investments. The investment policy and guidelines are intended to
mitigate credit risk on investments individually and in the aggregate through
restrictions on investment type, liquidity, custodian, dollar level, maturity, and
rating category. Money market funds are placed with the largest national fund
managers. These funds must be rated AAA/Aaa by Standard & Poor's and
Moody’s Investor Service and comply with Securities and Exchange
Commission Rule 2A-7. Repurchase agreements must be fully collateralized at
102% of the face value by US Treasuries, or 103% of the face value by US
Government-backed or guaranteed agencies or government sponsored
enterprises. In addition, USNH investments may not exceed 5% of any
institution’s total deposits or 20% of any institution’s net equity.

Cash and cash equivalents

Cash equivalents represent amounts invested for the purpose of satisfying
current operating liabilities and include repurchase agreements, money market
funds and other mutual funds. Repurchase agreements are limited to
overnight investments only. Cash and cash equivalents at June 30 consisted of
the following ($ in thousands):

2014
Weighted Weighted
Average Average
Balance Maturity Balance Maturity

Cash balances $ 2903 Lessthan1year $ 1,837  Lessthan1year
Repurchase
agreements 18,067  Lessthan 1 year 16,070  Less than 1 year
Money market funds 59,469  Less than 1 year 62,432 Less than 1 year
Total conann $80,339
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Short-term investn s

Short-term investments are highly liquid amounts held to support specific
current liabilities. The components of operating investments at June 30 are
summarized below ($ in thousands):

2015 2014
Weighted Weighted
Average Average

Obligations of the US Govt. $ 3,063 5-10 years $ 2940 5-10 years
Certificates of deposit &
money market funds 18,864 Less than 1 year 17,198 Less than 1 year
Other mutual funds 134,578 1-5 years 133,976 1-5 years
Other investments o Less than 1 year 177  Lessthan 1 year
Total 5156720 $154291

Cash, cash equivalents and short-term investments are generally uninsured and
icollateralized against custodial credit risk, and the related mutual funds are
not rated.

3. Accounts, pledges and notes receivable

Accounts receivable at June 30 consisted of the following ($ in thousands):

2015 2014
Grants and contracts $15570  $16,017
Student and general 6,547 6,810
State of NH capital projects - 763
Allowance for doubtful accounts (2,904) {2,626)
Total accounts receivable, net $19,213  $20,964

Pledges receivable at June 30 consisted entirely of unconditional
nonendowment promises to pay as follows (S in thousands):

2015 2014
Pledges receivable $14,119  $11,041
Discounts and allowance for doubtful pledges (3,937) _(3,866)
Total pledges receivable, net 10,182 7175
Less: noncurrent portion (7.270) _{5,593)
Current portion $2912 "2

Notes receivable at June 30 consisted primarily of student loan funds as follows
(S in thousands):

2015 2014
Perkins loans $23,932 524,780
Other loans, restricted and unrestricted 1,293 1,538
Allowance for doubtful loans (2,089) (2,105)
Total notes receivable, net 23,136 24,213
Less: noncurrent portion (18,691) (19,416)
Current portion $ 4,445  $ 4,797

4. Investments

USNH's investment policy and guidelines specify permitted instruments,
duration and required ratings for pooled endowment funds. The policy and
guidelines are intended to mitigate risk on investments individually and in the
aggregate while maximizing total returns and supporting intergenerational
equity of spending levels. Liquid investments are limited to 20% of the USNH
consolidated endowment pool. Credit risk is mitigated by due diligence in the
selection and continuing review of investment managers as well as
diversification of both investment managers and underlying investments. No
more than $50 million may be invested in any single fund and no more than
$75 million or 10% of the pool may be invested with any single bank, fund



manager, or investment group unless approved by the Finance Committee for
investments. Foreign currency risk is mitigated by limiting global equity
investments in publicly traded international and emerging market funds to
25% of the endowment pool. Private global equity investments are limited to
15% of the endowment pool. No USNH endowment investments were
denominated in foreign currencies as of June 30,2015 or June 30, 2014.

The endowment and similar investment holdings of the campuses and
affiliated entities as of June 30 are summarized below (S in thousands):

Campuses Affiliated Entities
2015 2014 2015 2014

Pooled endowments:

Campuses $456,635  $453,437 $ - -
UNH Foundation - - 196,837 184,845
Keene Endowment Association - - 7,086 7,082
Life income and annuity funds 116 156 3916 5,039
Funds held in trust 15,710 16,296 - -
Total $472,461 $469,889 $207,839  $196,966

Endowment investments held at June 30, include the following (S in
thousands).

Campuses Affiliated Entities
2013 2014 2015 2014

Money market funds $ 9877 $20947 $ 4986 $ 16747
Other mutual funds:

Domestic equity 89,882 96,462 32,629 30,392

International equity 49,540 46,422 14,785 12,384

Domestic & foreign fixed income 16,847 25,037 8,368 9,006

Inflation hedging assets - - 2,871 394
Common/preferred stocks:

Domestic equity 13,311 13,006 3,437 3,291
Fixed income securities:

Domestic & foreign bonds 9,977 - 1,720 1,030

Inflation hedging assets 5,844 5,983 3,768 2,559
Commingled funds:

Domestic equity 39,069 35,063 27,230 24,524

International equity 42,496 34,564 26,323 24,962

Flexible capital 132,363 129,710 62,753 44,787

Domestic & foreign fixed income 10,151 10,215 - -

Inflation hedging assets 18,121 17,490 4,362 6,972

Private equity 15,767 15,068 5,446 7,521

Non-marketable real assets 3,506 3,626 5,245 381
Other investments 15,710 16,296 3,916 5,039
Total endowment and similar investments $472,461  $469,889 $207,839  $196,966

The fair value of investments is based on quoted market prices when available.
The estimated fair value of investments without traditional markets (e.g. private
equity and non-marketable real assets) is based on valuations provided by
primary fund managers and reviewed by management. Because these
investments are not readily marketable, their estimated fair values may differ
from the values that would have been assigned had a ready market for such
investments existed, and such differences could be material. Flexible capital
investments include various hedge funds holding long/short positions, and
those investing in special situations, relative value and other strategies. As of
June 30, 2015 and 2014, fixed income securities have weighted average
maturities up to 30 years and carried ratings ranging from AAA to A3. The
mutual fund investments held in the endowment pools are not rated.

Unfunded commitments with various private equity and similar alternative
investment funds totaled $15,894,000 for USNH and $10,905,000 for UNHF at
June 30, 2015. This compares to $15,586,000 and $8,214,000, respectively, at
June 30, 2014.

5. Property and equipment

Property and equipment activity for the years ended june 30, 2015 and 2014 is summarized as follows (S in thousands):

2014 2015
Balance Additions 2014 Balance Additions 2015 Balance

June 30,2013 &Changes Retirements June30.2014 &Changes Retirements June 30,2015
Land $ 12926 $ 461 - $ 13,387 $ 2,402 $ - $ 15789
Buildings and improvements 1,483,862 68,617 (1,011) 1,551,468 41,759 (38,073) 1,555,154
Equipment 107,489 10,636 (7,670) 110,455 11,603 (3,341) 118,717
Construction in progress, net 61,710 45,142 {69,068) 37,784 79,509 (49,803) 67,490
Total property and equipment 1,665,987 124,856 (77,749} 1,713,094 135,273 (91,217) 1,757,150
Less: accumulated depreciation (681,722) (57,191) 8,095 (730,818) {55,976) 39,229 (747,565)
Property and equipment, net $ 984,265 $67,665 $(69,654) $982,276 $79,297 $(51,988) $1,009,585

Contractual obligations for major construction projects totaled $37,522,000 and $39,973,000 at June 30, 2015 and 2014, respectively.
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6. Accrued employee benefits

Accrued employee benefits at June 30 were as follows (S in thousands):

2014 2014 2015 2015
Pay to/ Exp Pay to/ Exp

Balance on Behalf of & Other Balance on Behalf of & Other Balance Current
Operating staff retirement program $ 6,026 $ (664) S 450 $ 5812 $ (623) $ 1,356 $ 6,545 S 666
Additional retirement program 3,308 (261) 330 3,377 (338) 338 3,377 748
Employee separation incentives 3,401 (2,655) 6,526 7,272 (5,237) 5,576 7611 4,865
Long-term disability 3,432 (582) 288 3,138 (641) 280 2,777 64
Workers' compensation 2,730 (467) 2,237 4,500 (564) 225 4,161 1,192
Compensated absences 18,500 (1,484) 2,194 19,210 (2,436) 2,603 19,377 1,300
Other 27 T 104 341 - ] 63 203
Total accrued employee benefits T ECALT) I St “=r59) 510,420 | $9,615

The operating staff retirement program has been closed to new participants
since 1987. At June 30, 2015 there were approximately 205 current annuitants
and 48 participants with deferred benefits, all fully vested. This compares to
214 current annuitants and 56 participants with deferred benefits as of June 30,
2014. USNH has accrued $6,545,000 and $5,812,000 for the related obligations
as of June 30, 2015 and 2014, respectively, based on the last biennial actuarial
valuation calculation dated July 1, 2015. The investment return assumptions
(discount rates) used in determining the actuarial accrued liabilities was 7.5%
for 2015 and 8.0% for 2014. Obligations of the program are amortized over
one year. USNH had cash and unrestricted funds functioning as endowment
assets of $6,097,000 and $6,651,000 at June 30, 2015 and 2014, respectively,
designated to fund the obligations of the program.

The accumulated operating staff retirement program benefit obligation and
funded status at June 30 consisted of the following ($ in thousands):

2015 2014

Retired participants and beneficiaries $5,303 $4,606
Active participants 673 646
Otbher participants __569 _ 560
Accrued pension benefit obligation 6,545 5812
Less: funds functioning as endowment and other

assets available for benefits 16,097) _(6651)
{Over) Under funded plan balance ] o

USNH also offered an additional retirement contribution to eligible employees
hired between July 1, 1994 and June 30, 2011. Under this plan, staff meeting
certain voluntary defined benefit plan contribution levels receive an additional
1% of their salary contributed to their defined contribution retirement plan (see
below) by USNH in lieu of postretirement medical benefits. Employees
meeting ce vice guidelines prior to July 1, 1994 are also eligible for a
guaranteed minimum employer retirement contribution. There were 501 and
563 employees meeting the requirements for the guaranteed minimum
employer contribution as of June 30, 2015 and 2014, respectively. USNH has
accrued $3,377,000 at June 30, 2015 and 2014 for the related obligations. The
calculations for the additional retirement contribution program are based on
the benefits provided by the program at the time of the last biennial actuarial
valuation, July 1, 2015, and were developed using the Projected Unit Credit
Cost Method. The discount rate used in determining the actuarial accrued
liabilities was 2.25% for 2015 and 2014. Obligations of the program are
amortized over one year. USNH had designated cash assets of $3,377,000 for
these obligations as of June 30, 2015 and 2014 to fund the obligations of the
program. The additional employer retirement contribution amounts are not
available to employees hired after June 30, 2011.

Eligible employees hired after June 30,2011 may elect to participate in USNH’s
defined contribution retirement plans administered by others. Contributions
by USNH to these plans range from 4% to 10% of eligible salaries for enrolled
participants and totaled $25,410,000 and $24,596,000 in 2015 and 2014,
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respectively. Contributions by plan members totaled $25,994,000 and
$23,507,000 in 2015 and 2014, respectively.

Early retirement and employee separation incentive programs were provided
to various faculty and staff during 2015 and 2014. Incentives include stipends,
as well as medical, educational and other termination benefits. The net present
value of future costs associated with these incentive options is accrued as of
the date of acceptance into the program. The liability balances of $7,611,000 at
June 30, 2015, and $7,272,000 at June 30, 2014, represent obligations for 136
and 60 participants, respectively, which will be remitted in fiscal years 2016
through 2021.

USNH sponsors other benefit programs for its employees, including long-term
disability, workers' compensation, and compensated absences. Long-term
disability payments are provided through an independent insurer. The
associated medical benefits are accrued and paid by USNH until age 65, at
which point the postretirement medical plan takes over, if applicable. Workers'
compensation accruals include amounts for medical costs and annual stipends.
A small number of chronic workers' compensation cases will require stipends
and regular employee medical benefits for life. Coverage for such ciaims is
provided through an independent insurer. USNH also accrues amounts for
compensated absences as earned. These accrued balances at June 30
represent vacation and earned time amounts payable to employees upon
termination of employment.

USNH is self-insured for a portion of certain risks, including workers'
compensation, empioyee long-term disability, certain student health insurance
claims. Most employee and retiree medical and dental coverage provided by
USNH is also self-insured. The costs of self-insured medical and dental claims
and administrative fees totaled $53,512,000 and $51,312,000 for fiscal year
2015 and 2014, respectively. These amounts include $5,844,000 and $5,799,000
for estimated claims incurred but not reported as of June 30, 2015 and 2014,
respectively. In conjunction witt 2 primary medical plan offering for active
employees, USNH purchases stop-loss coverage which limits the USNH cost of
claims to $500,000 per participant in most cases. The liabilities recorded in the
financial statements for all USNH self-insured programs are developed by
management based on historical claims data, and in the opinion of
management are expected to be sufficient to cover the actual claims incurred.

1ie UNH School of Law currently maintains separate medical and retirement
programs for its faculty and staff which are administered by third party
providers. In accordance with terms of the integration agreement, employees
under these plans will be migrated to the USNH primary plans over the next
few years. The USNH Board of Trustees holds authority to change individual
programs or terms of employee benefit offerings at any time.

7. Postretirement medical benefits

The primary defined benefit postretirement medical plan has two components.
The first offering known as the Medicare Complementary Plan (MCP), was
optional for full-time status employees hired before July 1, 1994 and not



offered to new employees after that date. At January 1, 2015 and 2014,
respectively, there were 954 and 944 former employees receiving benefits
under this program along with their dependents. As of January 1, 2015 and
2014, respectively, there were 301 and 332 active employees who, along with
their dependents, may eventually be eligible to receive benefits under this
program. The MCP provides limited medical coverage for the remaining life of
the participants. There are no costs to participate in the plan, but retirees must
pay a portion of the actual costs of services rendered.

Employees hired on July 1, 1994 or later are eligible for the current offering
which provides bridge coverage only for retirees aged 62-65. Retired
employees must have reached age 62, completed at least 10 years of benefits
eligible service, participated in the active retirement plans during their last 10
years of service, and participated in USNH's active medical plan at the time of
retirement in order to be eligible for the plan. Retirees contribute to the
current plan at then-current employee medical rates during the bridge period.
As of January 1, 2015 and 2014, respectively, there were 128 and 138 retirees
receiving benefits under this program along with their dependents. As of
January 1, 2015 and 2014, respectively, there were also 3,876 and 3,801 active
employees who, along with their dependents, may eventually be eligible to
receive benefits under this program.

Together, the above offerings constitute the primary post-retirement medical
plan. This is a single-employer plan and funded on a pay-as-you-go basis with
benefits paid when due. Third party actuaries are used to determine the
postretirement benefit obligation and annual expense amounts. Actuarial
calculations reflect a long-term perspective. By definition such calculations
involve estimates and, accordingly, are subject to revision. The healthcare cost
trend and discount rate assumptions have a significant effect on the amounts
reported. For measurement purposes the 2015 initial rate of increase in the cost
of healthcare services was assumed to be 9% for participants, decreasing to 8%
in 2016, and further decreasing 0.5% each year thereafter until reaching an
ultimate rate of 5% per year. The initial increase in the cost of prescriptions was
assumed to be 9% for all participants for 2015, increasing to 11% for 2016, and
then decreasing by 1% each year thereafter to an ultimate rate of 5% per year.
The discount rate used in determining the actuarial accrued liability was 4.75%
for 2014 and 2.5% for 2015. The initial unfunded actuarial accrued liability was

amortized over one year in 2005, and USNH elected to amortize changes
thereafter over a closed period of 15 years. The actuarially determined
postretirement benefit expense for the plan was $8,414,000 for 2015 and
$1,821,000 for 2014. These calculations are based on the benefits provided by
the plan at the time of the last biennial plan valuation, June 30, 2015 and 2013,
and were developed using the Projected Unit Credit Cost Method. The primary
postretirement medical plan holds no assets. As of June 30, 2015 and 2014,
respectively, USNH has accrued $53,347,000 and $51,113,000 for obligations of
the plan.

Total annual other postemployment benefit (OPEB) cost for the primary post-
retirement medical plan for the years ended June 30, 2015 and 2014, and the
liability as of June 30, 2015 and 2014 included the following components ($ in
thousands):

2015 2014
Annual required contribution $13,497 $7.530
Interest on net OPEB obligation 1,278 2,451
Adjustment to annual required contribution 6,361) (8,160)
Annual OPEB cost —Bm W
Contributions made (6,180) (4,866)
Increase (decrease) in net OPEB obligation 2,234 (3,045)
Net OPEB obligation at beginning of year 51,113 54,158
Net OPEB obligation at end of year $53,347 $51,113
Current Portion $6180 § 4861

An additional postretirement medical plan is maintained by the State of New
Hampshire Police which covers safety officers at UNH and PSU. That plan is
separate from the primary plan. USNH has accrued and set aside funds
sufficient to cover $347,000 for potential obligations under the State of New
Hampshire Police Plan ($338,000 long-term and $9,000 current obligations) as
of June 30, 2015 and 2014, respectively. The USNH Board of Trustees holds the
authority to change these benefit plans at any time.

8. Long-term debt

USNH long-term debt activity, exclusive of deferred losses on refunding’s (see Nate 9 below), for the years ended June 30, 2015 and 2014 is summarized below ($

in thousands):

2014 2015
Additions Additions

Balance & Other 2014 Balance & Other 2015 Balance Current
June 30, 2013 Changes Retirements  June 30,2014  Changes Retirements  June 30,2015  Portion

NHHEFA bonds
Series 2005A $ 56,650 $ - $ (1,650) $ 55,000 $ - $ (1,500) $ 53,500 $ 1,750
Series 20058 89,785 - (3,890) 85,895 - (4,030) 81,865 4,165
Series 2006B-2 53,925 - (1,300) 52,625 - (49,700) 2,925 1,425
Series 2007 46,570 - - 46,570 - - 46,570 -
Series 2009A 105,650 - (21,605} 84,045 - - 84,045 -
Series 2011A 6,000 - - 6,000 - - 6,000 -
Series 2011B 41,045 - (1,595) 39,450 - (1,670) 37,780 37,780
Series 2012 23,260 - (2,605) 20,655 - (2,655) 18,000 2,735
Series 2014 - 21,760 - 21,760 - - 21,760 1,955
Series 2015 - - - - 116,970 - 116,970 -
UNH School of Law Bonds 11,808 - (11,808) - - - - -
Unamortized discounts/premiums, net 6,246 - (316) 5,930 16,194 (2,791) 19,333 1,010
Capital leases 13,511 - (872) 12,639 - (912) 11,727 953
Total bonds and leases $454,450 $21,760 $(45,641) $430,569 $133,164 $(63,258) $500,475 $51,773

New Hampshire Health and Education Facilities Authority (NHHEEA)
Bonds

NHHEFA is a public body corporate and an agency of the State of New
Hampshire whose primary purpose is to assist New Hampshire not-for-profit
educational and health care institutions in the construction and financing (or
refinancing) of related facilities. NHHEFA achieves this purpose primarity

through the issuance of bonds. Since 1989 all USNH bonds have been issued
through NHHEFA. None of USNH’s NHHEFA bonds provide for a lien or
mortgage on any property. USNH is obligated under the terms of the NHHEFA
bonds to make payments from revenues received from certain housing, dining,
union, recreational, and other related revenue generating facilities financed by
the bonds. The state is not liable for the payment of principal or interest on the
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and receives a variable rate payment from the counterparty; USNH makes
variable rate payments to bondholders on the related bonds. None of the
derivatives require collateralization by USNH at any level of negative fair market
value.

Risk Disclosure

Counterparty Risk - This is the risk that the counterparty will fail to perform
under the terms of the swap agreement. As of June 30, 2015, USNH was
exposed to no counterparty credit risk relative to its swaps as all swap market
values were negative. The swaps require collateralization of any positive fair
value of the swap should the counterparty’s credit rating fall below thresholds
identified in the swap contracts. USNH mitigates counterparty risk by spreading
the swap exposure among various counterparties, by monitoring bond ratings
continuously, and by requiring collateralization in certain circumstances.

Basis Risk - This is the risk of a mismatch between the variable rate received
from the swap counterparty and the variable rate paid by USNH to bondholders
on the underlying variable rate debt. Depending on the magnitude and
duration of any basis risk shortfall or surplus, the effective rate on the debt will
vary. Based on current and historical experience, PFM, USNH'’s swap advisor,

Variable Interest Rates Paid and Received

expects payments received under the agreements to approximate the
expected bond payments over the life of the swaps. USNH manages basis risk
by closely monitoring daily and monthly rates paid and received on each
transaction, by diversifying bond remarketing agents, and by diversifying swap
terms (e.g., 67% of LIBOR vs. 63% of LIBOR + 29 bps).

Termination Risk - This is the risk that the swaps could be terminated as a
result of any of several events, which may include rating downgrades below
specified levels for USNH or the swap counterparty; covenant violation; swap
payment default or bankruptcy by either party; or default events under a bond
resolution or trust indenture. Under the terms of each agreement, USNH always
has the option to terminate a swap at the fair market value by providing notice
to the counterparty, while the counterparty may only terminate the swap upon
certain termination events. USNH manages termination risk by adhering to
bond covenant requirements, by employing strategic indicator targets to
maintain financial strength, by monitoring swap market values and
counterparty credit ratings, and by diversifying swap counterparties.

Effective interest rates and other key terms of each derivative are described
below:

Inception-To-Date

Interest Rate Paid by Interest Rate Received by Effective Effective All-In

Counterparty’s USNH to Bond- USNH from Swap Interest Interest Synthetically

Most Recent holders as of Counterparties as of Rate Rate Fixed Interest
Credit Rating 6/30/2015 6/30/2014 6/30/2015 6/30/2014 6/30/2015 6/30/2014 Rate
Series 2005A swap Aa2/AA- 0.1% 0.1% 0.1% 0.1% 3.6% 3.6% 3.9%
Series 2005B swap Al/A- 0.1% 0.1% 0.4% 0.4% 2.9% 2.9% 3.6%
Series 2011B swap A3/A- 0.0% 0.1% 0.1% 0.1% 4.5% 45% 4.7%

Swap Cash Flows

Actual interest payments on the swaps vary as interest rates vary. The table below shows estimated annual future cash flows of the derivative instruments if interest
rates remain unchanged from June 30, 2015 through the end of each swap contract ($ in thousands):

Nati 1 E.

S 2o A Ecti 4

Ecti d

Bonds Interest Interest and Fees Swap Net
Fiscal Year Amortization Received Paid OQutflows
2016 S 7,665 S (445) $ 6,172 S 5727
2017 7,775 (423) 5,900 5,477
2018 8,275 (402) 5,625 5,223
2019 8,560 (379) 5,331 4,952
2020 8,720 (356) 5,028 4,672
2021-2025 49,410 (1,396) 20,204 18,808
2026-2030 38,855 (794) 12,125 11,331
2031-2035 40,235 (275) 4,639 4,364
2036 3,650 (4) 131 127
Total $173,145 $(4,474) $65,155 $60,681

10. Pass-through grants

USNH distributed $187,230,000 and $194,511,000 of student loans through the
U.S. Department of Education Federal Direct Lending program during 2015 and
2014, respectively. These distributions and related funding sources are not
included as expenses and revenues, or as cash disbursements and cash
receipts, in the accompanying financial statements. The statements of net
position include receivables of $144,000 and $184,000 as of June 30, 2015 and
2014, respectively, for direct loans disbursed in excess of U.S. Department of
Education receipts.

11. Endowment return used for operations

The majority of endowment funds are invested in one of two investment pools
valued using units purchased in the applicable pool at the gift date. The
endowment distribution rate as a percentage of the average market value per
unit for the twelve quarters from which it was derived was 4.8% for 2015 and
2014 for the USNH endowment pool. For the UNHF endowment pool, the
distribution rate was 5.4% for 2015 and 2014.

The objective for the annual spending formula for endowment return used for
operations is to provide sustainable continued future support for ongoing
programs at current levels assuming moderate inflation. To the extent that
endowment yield is insufficient in any one year to meet the required spending
distribution; accumulated net gains are utilized to fund the distribution.
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The components of endowment return used for operations for 2015 and 2014 are summarized below ($ in thousands):

2013 2014

Pooled endowment yield - campuses $ 5,627 $ 3,621

Pooled endowment yield - affiliates 1,456 2,644

Trusts, life income and annuities yield 228 (103)

Gains utilized to fund distribution _16571 16,086

Endowment return used for operations 524282 $22,248

12. Operating expenses by function
The following table details USNH operating expenses by functional classification ($ in thousands):
Supplies & Internal Depre-
Campuses - current funds Compensation Services Utllitles  Allocations clation 2015Total 2014 Total
Instruction $215,229 $ 21,476 S 2 S 293 S - $237,000 $225,580
Auxiliary services 50,873 50,617 4,852 45,912 - 152,254 153,369
Research and sponsored programs 70,039 37,055 120 136 - 107,350 110,009
Academic support 47,740 25,244 16 376 - 73,376 70,973
Student services 27,002 13,206 14 (102) - 40,120 38,489
Institutional support 41,003 13,059 45 (19,262) - 34,845 31,455
Operations and maintenance 25,637 16,836 16,758 (27,055) - 32176 28,685
Fundraising and communications 12,451 5,042 - 2,460 - 19,953 20,731
Public service 7,350 1,892 - 184 - 9426 7979
Subtotal-current funds 497,324 184,427 21,807 2942 - 706,500 687,270

Campuses - other funds 1,632 18,246 " (400) 58,716 78,205 65,959
Affiliated entities 4,205 914 - {2,542) - 2577 2,154
Total $503,161 $203,587 $21,818 s - $58,716 $787,282 $755,383

13. Commitments and contingencies

USNH holds insurance for losses related to real property, as well as professional,
environmental and general liability claims. Property coverage is limited to $500
million in the aggregate with varying deductible levels. Liability coverage and
deductible levels are based on management’s assessments of the risks of
related losses. Settlements below the relevant deductible amounts are funded
from unrestricted net position.

USNH makes expenditures in connection with restricted government grants
and contracts, which are subject to final audit by government agencies.
Mana ent is of t  opinion that the amount of disallowances, if any,
sustained through such audits would not materially affect the financial
position, results of operations, or cash flows of USNH.
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USNH is a defendant in various legal actions arising out of the normal course of
its operations. Although the final outcome of such actions cannot presently be
determined, management is of the opinion that the eventual liability, if any, will
not have a material effect on USNH's financial position, results of operations or
cash flows.

As discussed in Note 8, USNH provides self-liquidity for the 2011B Bonds which
had outstanding balances of $37,780,000 at June 30, 2015 and $39,450,000 at
June 30, 2014. The related terms require that USNH maintain 1.5 times
coverage of the bonds outstanding in same-day liquid investments to insure
payment to bondholders in the event the bonds are not successfully
remarketed ($56,670,000 at June 30, 2015 and $59,175,000 at June 30, 2014).



14. Net position

The table below details USNH’s net position as of June 30, 2015 and 2014 (S in thousands):

Net investment in capital assets
Restricted financial resources
Nonexpendable
Historic gift value of endowment-campuses
Historic gift value of endowment-affiliated entities
Total restricted nonexpendable resources
Expendable
Held by campuses:
Accumulated net gains on endowment
Fair value of restricted funds functioning as endowment
Gifts, grants and contracts
Life income and annuity funds
Loan funds
Held by affiliated entities:
Accumulated net gains on endowment
Other
Total restricted expendable resources
Unrestricted financial resources
Held by campuses:
Educational and general reserves
Auxiliary enterprises
Internally designated reserves
Unrestricted loan funds
Unexpended plant funds
Fair value of unrestricted funds functioning as endowment
Subtotal

Unfunded postretirement medical liability

Total unrestricted net assets held by campuses

Held by affiliated entities:
Fair value of unrestricted funds functioning as endowment

Other
Total unrestricted financial resources

TOTAL NET POSITION

2015 2014
$ 598331 $ 574,302
99,438 93,071
145,742 130,776
245,180 223,847
47,452 51,771
13,983 14,198
29,745 29,033
16 45
6,840 6,851
36,709 40,052
33,396 31,640
168,141 173,590
62,074 50,789
38,427 36,157
50,603 85,358
1,609 1,566
103,282 87,288
132,473 133,206
388,468 394,364
(53,347) (51,113)
335121 343,251
545 557
3,039 2,764
338,705 346,572
$1,350,357 $1,318,311

The fair value of unrestricted funds functioning as endowment includes quasi-endowment funds totaling $70,443,000 as of June 30, 2015 and $64,192,000 as of
June 30, 2014, which are invested to support debt principal payments for bond issues with specific future maturities. In addition to the June 30, 2015 unexpended
plant balances shown above, $72,434,000 of internally designated reserves was also approved for funding of campus capital projects. The largest of these projects
are the Hamilton Smith building at UNH ($36,245,000), the West Stadium at UNH ($20,000,000), and the All Well North facility ($4,886,000) at PSU.
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