NOTES TO FINANCIAL STATEMENTS--Continued

THE UNIVERSITY OF OKLAHOMA NORMAN CAMPUS

June 30, 2013 and 2012 (in thousands)

NOTE 1--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued

Accrued Compensated Absences: Employees’ compensated absences are accrued when earned.

The liability and expense incurred are recorded at year-end as accrued compensated absences in

the statements of net position and as a component of compensation and benefit expense in the
statements of revenues, expenses and changes in net position.

Noncurrent Liabilities: Noncurrent liabilities include (1) principal amounts of revenue bonds
payable, notes payable and capital lease obligations with contractual maturities greater than one
year; (2) estimated amounts for accrued compensated absences and other liabilities that will not
be paid within the next fiscal year; and (3) amounts due on the utilities management agreement.

Net Position: The University’s net position is classified as follows:

Net investment in capital assets - This represents the University’s investment in capital assets, net of
accumulated depreciation, and related deferred outflows of resources, reduced by outstanding
debt obligations related to those capital assets. To the extent debt has been incurred but not yet
expended for capital assets, such amounts are not included as a component of invested in capital
assets, net of related debt.

Restricted net position - expendable - The restricted expendable component of net position includes
resources in which the University is legally or contractually obligated to spend resources in
accordance with restrictions imposed by external third parties.

Restricted net position - nonexpendable - The nonexpendable restricted component of net position
consists of endowment and similar type funds in which donors or other outside sources have
stipulated, as a condition of the gift instrument, that the principal is to be maintained inviolate
and in perpetuity, and invested for the purpose of producing present and future income, which
may either be expended or added to principal.

Unrestricted net position - The unrestricted component of net position represents resources
derived from student tuition and fees, state appropriations, and sales and services of educational
departments and auxiliary enterprises. These resources are used for transactions relating to the
educational and general operations of the University, and may be used at the discretion of the
governing board to meet current expenses for any purpose. These resources also include
auxiliary enterprises, which are substantially self-supporting activities that primarily provide
services to the public and outside parties.

When an expense is incurred that can be paid using either restricted or unrestricted resources, the

University’s practice is to first apply the expense towards restricted resources, and then towards
unrestricted resources.
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