Appendix B: Ratio Methodology for Private Non-Profit Institutions

SECTION 1: Ratio and Ratio Terms

Primary Reserve Ratio Expendable Net Assets
Total Expenses without Donor Restrictions and Losses without Donor Restrictions

Equity Ratio Modified Net Assets
Modified Assets

Net Income Ratio i wil icti
Total Revenue Wnthoul [)(mm' Restrictions and Gains without Donor Restrictions

I!:Iini.ngns.
Expendable Net Assets = (net assets without donor restrictions) + (net assets with donor restrictions) - (net assets with donor restrictions:
restricted in perpetuity)® ~ (annuities, term end ts and life i funds with donor restrictions)** - (intangible assets) ~ (net property,
plant and equipment)*** + (post-employment and defined benefit pension plan liabilities) + (all long-term debt obtained for long-term purp
not to exceed total net property, plant and equip | el { d related party receivablesy®

p cithy t1 | ictions = MI expenses and losses without donor restrictions
ﬁ'ﬂm the ?manent of '\clwmcs qu any lo«(zs wulhoul donor restrictions on i I t np loyment and defined benefit pension
plans and annuities. (For institutions that have defined benefi it pension and other post-employment plans, total expenses include the
nonservice component of net periodic pension and other post-empl oyment t plan exy and these expenses will bocl.msnf ed as non-

operating, C quently, such exp will be labeled non-op g or included with “other ¢l
assets without donor restrictions™ when the Statement of Activities includes an operating measure),

n net
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Modified Net Assets = (net assets without donor restrictions) + (net assets with donor restrictions) — (intangible assets) —
(unsecured related party receivables)

Modified Assets = (total assets) - (intangible assets) ~ ( d related party receivables)

Change in net assets without donor restrictions is taken directly from the audited financial statements

4 s = total revenue (including amounts released from restriction) plus
total gains. With regard to gains, mwslrmml relums are rcpnm:d as a net L dividends, unrealized and realized gains and losses net




