University Technology
Development Corporation

(A Component Unit of the University of Nebraska)

Independent Auditor’'s Report and Financial Statements

June 30, 2023 and 2022



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
June 30, 2023 and 2022

Contents

Independent AUCITOr'S REPOIM  ......iiiiiiiiiieie it e e e e r e e e e e 1
Management's Discussion and Analysis (Unaudited) ...........ccccccvvvvvieiiiiiiiiiiieeiiieiieeeeeee, 4

Financial Statements

StAtEMENTS Of NEE POSITION ..oeviiiieieie ettt e et e et e et e et e e eae s eeereeareetaresen s renanenannann 8
Statements of Revenues, Expens@sl Changes in Net POSItION ...........cccoviiiiiiiiiiiiiiieeiieee,
StAEMENTS OF CASN FIOWS ..ottt ettt et e e ettt et r et et e e mnmenmees 10

NOtES 0 FINANCIAl STALEIMENTS ..ceviiie ettt ettt e et e e e e e e e e e e e eerans 12



®
. W m N e, - —

Independent Auditor’s Report

Board of Regents
University of Nebraska
Lincoln, Nebraska

Opinion




Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’'s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit 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 UTDC's internal control. Accordingly, no such opinion is
expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events,



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.

P ANt = s s M

Lincoln, Nebraska
December 1, 2023



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Management’s Discussion and Analysis
June 30, 2023 and 2022
(In thousands)

Introduction

This discussion and analysis is designed to provide an overview of the financial position and
activities of the University Technology Development Corporation (UTDC) for the years ended



around technology transfer, patents, and related activities; and distributions made to inventors,
university colleges, and the campuses of the University. The distributions are fixed by agreement by
the campuses with the researchers/investigators and their university departments.

The statement of net position of UTDC is comprised primarily of payables, receivables and cash. A
net deficit in any one year, in the opinion of management, represents a temporary condition relating
to the timing of receipts and disbursements more than the ability of UTDC to meets its obligations
on an ongoing basis.

Condensed Statements of Net Position

June 30
2022 Revised -
2023 See Note 1 2021
Assets:
Current assets $ 43,170 $ 19,775 $ 18,556
Noncurrent assets 20,024 15,787 3,861
Total assets 63,194



Financial and Operating Highlights

The financial results of UTDC can vary widely depending on the success of licensing, patent, and
grants and contracts activity, many of which entail onetime payments in the transfer process.

Operating revenues were approximately $60 million in FY23, compared to $36 million in FY22, an
increase of about 67%. During 2021, operating revenues were $26 million. The primary driver of the
increase came from NDRC, who received a $20 million grant from the State of Nebraska Department
of Economic Development in FY23. Federal grants and contracts revenue also increased by $5
million, while license income decreased approximately $1 million.

Total operating expenses increased approximately 44% in FY 23, from $29,660 to $42,766. This level
compares to operating expenses of 28,071 in 2021. The 2023 increase resulted from about $10
million more in supplies and services as well as approximately $1.2 million more in depreciation.
Most of the supplies and services increase is attributable to an uptick in NDRC subaward expenses
on federal projects, as the prior year contained approximately $6.4 million of federal contract work
related to construction work-in-process on a lease



Economic Outlook and Subsequent Events that Will Affect the Future

The component units of UTDC are primary directed to two strategic areas: research and development
activities. Research growth is one of the highest strategic objectives of the University.

For the federal fiscal year ending September 30, 2023, NSRI was awarded 18 contracts at a
total value of about $45 million. NSRI continues to support the U.S. Strategic Command and
other federal sponsors under its University Affiliated Research Center (UARC) mission to
perform critical research and development activities for national security.

NUtech Ventures continues to focus on patenting, marketing, and licensing of UNL and UNK
technologies for transfer from the lab to the marketplace for societal benefit and economic
development. These activities include continued emphasis and expansion of resources to
support campus inventor-entrepreneur founders for commercialization of technology via
startup companies.

NICDC continues to support a diverse and growing roster of over 65 companies located on
Nebraska Innovation Campus through unique facilities, resources, amenities, programs and
events. To execute the implementation of Nebraska Innovation Studio’s portion of the
Heartland Robotics Cluster, funded by the Economic Development Administration’s Build
Back Better Grant, four technical team members were hired and are creating and delivering
curriculum and programs.

UNeMed continues to foster innovation, advance research and engage entrepreneurs and
industry to commercialize novel technologies that make the world a better place.

NEI continues to work with consultants to facilitate business development opportunities.

UVDCK continues to focus on fulfilling the commercial, residential, and recreational visions
of the University Village site. Through these ongoing efforts, the Element 30 housing project,
Grundy Tennis Center, Regional Engagement Center, and Kearney Cancer Center have all
been made possible and have added to the continued success of the development.

NDRC completed construction and security accreditation of a 19,000 square foot facility in
Bellevue that supports classified market research and demonstration efforts with members of
the Research, Engineering, and Architecture Collaboration Hub Alliance. NDRC also earned
4 contracts from our Nuclear Command, Control, and Communications Enterprise Center
sponsor valued at $16.7 million.

Nebraska Defense Research Corporation (NDRC) recognized revenue in the amount of $20 million
during fiscal year 2023 for State of Nebraska grant funding intended for the purpose of creating a
collaborative public-private partnership facility to assist with modernization efforts led by the NC3
Enterprise Center at U.S. Strategic Command. In November 2023, NDRC terminated all subcontracts
related to this endeavor and engaged in discussions with the State of Nebraska indicating full intent to
return all grant funds to the State. This will result in the recognition of a $20 million expense during
2024 representing the return of grant funds to the state.



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Statements of Net Position
June 30, 2023 and 2022
(In thousands)

2023 2022
Assets
Current assets
Cash and cash equivalents $ 11,388  $ 11,284
Cash and cash equivalents - restricted 19,850 23
Accounts receivable, net 5,978 6,903
Due from related parties 750 702
Lease receivable 4,812 34
Prepaid expenses 392 829
Total current assets 43,170 19,775
Noncurrent assets

See Notes to Financial Statements 8



University Technology Development Corporation

(A Component Unit of the University of Nebraska)

Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2023 and 2022

(In thousands)

Operating revenues
License income
Grants and contracts - Federal
Grants and contracts - State and Local
Other operating revenues
Total operating revenues
Operating expenses
Direct operating expenses
Compensation and benefits
Supplies and services
Depreciation of capital assets
Amortization of right-to-use assets
Total direct operating expenses

See Notes to Financial Statements

$

2023

6,242
32,415
20,000

1,237
59,894

13,764
26,738
1,244
1,020
42,766

$

2022

7,143
27,495
103
1,213
35,954

12,220
16,691
75

674
29,660



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Statements of Cash Flows
Years Ended June 30, 2023 and 2022
(In thousands)

2023 2022
Cash flows from operating activities
Gifts, grants, and contracts received $ 53319 $ 26,717
License, patent, and research cash received 6,273 7,188
Other operating receipts 1,254 1,554
Payments to vendors (29,437) (21,527)
Payments to employees (13,824) (12,225)
Payments to campuses (3,241) (3,524)
Net cash flows provided by (used in) operating activities 14,344 (1,817)
Cash flows from capital and related financing activities
Capital gifts 1,916 -
Transfer of assets from other University sources 7,204 8,810
Purchase of capital assets (3,043) (6,320)
Interest paid on capital debt and leases (27) (44)
Principal paid on capital debt and leases (1,140) (639)
Receipts from leasing arrangements 373 16
Other receipts 3 (19)
Net cash flows provided by capital and related
financing activities 5,286 1,804
Cash flows from investing activities
Investment income 301 9
Net cash flows provided by investing activities 301 9
Net change in cash and cash equivalents 19,931 4
Cash and cash equivalents — beginning of year 11,307 11,311
Cash and cash equivalents — end of year $ 31,238 % 11,307
Cash and cash equivalents - end of year as presented in statements
of net position
Cash and cash equivalents $ 11,388 % 11,284
Cash and cash equivalents - restricted 19,850 23
Cash and cash equivalents, end of year $ 31,238 % 11,307

See Notes to Financial Statements 10



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Statements of Cash Flows
Years Ended June 30, 2023 and 2022
(In thousands)

2023 2022

Reconciliation of operating income to net cash flows provided by (used in) operating activities
Operating income $ 11,630 $ 469
Adjustments to reconcile operating income to net cash flows provided by (used in)
operating activities:

Depreciation of capital assets 1,244 75
Amortization of right-to-use assets 1,020 674
Changes in assets and liabilities:
Accounts receivable, net and due from related parties 924 (487)
Prepaid expenses 436 (686)
Accrued compensated absences 174 (6)

See Notes to Financial Statements 11



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Note 1: Summary of Significant Accounting Policies
Organization

The University Technology Development Corporation (UTDC) is a public benefit corporation
organized exclusively for charitable purposes within the scope of Section 501(c)(3) of the Internal
Revenue Code (the Code). The purpose of UTDC is to promote, encourage, and assist research and
scholarly activities of the faculty, staff, alumni, and students of the University of Nebraska
(the University). UTDC is governed by a board of directors appointed by the President of the
University. While UTDC is a legally separate entity, it is a blended component unit of the University.
The major accounting principles and practices followed by UTDC are presented below to assist the
reader in evaluating the financial statements and the accompanying notes.

The financial statements are the responsibility of the UTDC board of directors and have been
prepared in accordance with U.S. generally accepted accounting principles as prescribed by the
Governmental Accounting Standards Board (GASB). The statements include the activities of UTDC
and its component units. All intercompany transactions have been eliminated in combination.

Reporting Entity

The reporting entity consists of UTDC and the following eight nonprofit component units and one
for-profit component unit. In each case, UTDC is the sole member/stockholder. The primary purpose
of the component units is to support the research mission of the University and its campuses and
advance academic technology transfer globally by fostering strategic collaborations with industry
through licensing, research, and new venture agreements.

12



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Note 1: Summary of Significant Accounting Policies - Continued

Reporting Entity - Continued

Nebraska Innovation Campus Development Corporation (NICDC) facilitates the

development of the former State Fair Park

13



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Note 1: Summary of Significant Accounting Policies - Continued
Classification of Revenues and Expenses

UTDC has classified its revenues and expenses as either operating or nonoperating revenues and
expenses according to the following criteria:

Operating Revenues and Expenses — Operating revenues and expenses include activities that
have the characteristics of exchange transactions.

Nonoperating Revenues — Nonoperating revenues include activities that have the
characteristics of nonexchange transactions, such as gifts, contributions transferred from the
University, investment income, and other revenue sources.

Nonoperating Expenses — Nonoperating expenses are nonexchange activities of a
nonoperating nature.

Distributions to campuses and inventors — Distributions to campuses and inventors include
the distribution of royalties to campuses and inventors as defined in royalty sharing
agreements.

Cash and Cash Equivalents

Cash and cash equivalents include demand deposits, savings accounts, and money market accounts.

Accounts Receivable, Net

Accounts receivable represent amounts resulting from business activities and are routinely cleared
in the normal course of doing business. UTDC management has deemed an allowance for
uncollectible accounts to be unnecessary as all amounts owed are deemed to be fully collectible.

Capital Assets

Capital assets are stated at cost at the date of acquisition or at fair value if contributed. Depreciation
is calculated using the straight-line method over the estimated useful lives of the related assets. The
estimated useful lives are 25 to 40 years for leasehold improvements and 20 to 30 years for land
improvements. Equipment is generally depreciated from 2 to 10 years depending on its useful life.
Leasehold improvements are depreciated over the aforementioned estimated useful lives or the term
of the related lease, whichever is shorter.

License Income

License income is recognized when earned on the accrual basis in accordance with the substance of
the respective agreements and wh

14



University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Note 1: Summary of Significant Accounting Policies - Continued
Grants and Contracts

Grants and contracts revenues are recognized as earned on an accrual basis as projects are completed
and the results delivered to external sponsors.

Research Income

Research revenue is recognized when earned on an accrual basis as services are provided to clients
and reflected primarily as grants and contracts in the statements of revenues, expenses, and changes
in net position.

Unearned Revenue

Unearned revenue consists of unearned payments of license fees or advanced funding for future
research.

Income Distributions

Income distributions to inventors, departments, deans and directors, and research offices are

15






University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Note 1: Summary of Significant Accounting Policies — Continued

Revision

UTDC has revised certain line items for 2022 for a lease agreement commencing during fiscal year
2022. The revision required UTDC to recognize a lease receivable and a corresponding deferred
inflow for approximately $1.3 million. The revision also increased the change in net position and

the ending net position for 2022 by approximately $24.

Note 2: Deposits

In the case of deposits, custodial credit risk is the risk that in the event of a bank failure, UTDC’s
deposits may not be returned to it. UTDC does not have a formal custodial credit risk policy. At June
30, 2023 and 2022, approximately $8,368 and $7,935, respectively, of UTDC’s bank balances were

uninsured and uncollateralized.

Note 3: Capital Assets

Capital asset activity for the year ended June 30, 2023 is as follows:

Beginning Ending
Balance Additions Disposals Transfers Balance
Leasehold Improvements $ 1,332 $ - $ - $ 6,354 $ 7,686
Equipment 488 3,100 282 - 3,306
Work in Progress 6,410 - 56 (6,354) -
Right-to-use lease assets 6,951 579 380 - 7,150
Right-to-use subscription assets 353 - - - 353
Total 15,534 3,679 718 - 18,495
Less accumulated depreciation for:
Leasehold Improvements 1,298 673 - - 1,971
Equipment 20 571 66 - 525
Less accumulated amortization for: -
Right-to-use lease assets 1,071 910 366 - 1,615
Right-to-use subscription assets 87 110 - - 197
Total 2,476 2,264 432 4,308
Capital assets, net $ 13,058 3 1,415 $ 286 $ $ 14,187

17



Note 3:

Capital asset activity for the year ended June 30, 2022 is as follows:

Note 4:

University Technology Development Corporation
(A Component Unit of the University of Nebraska)

Notes to Financial Statements

June 30, 2023 and 2022
(In thousands)

Capital Assets - Continued

Leasehold Improvements
Equipment

Work in Progress

Right-to-use lease assets
Right-to-use subscription assets

Total

Less accumulated depreciation for
Leasehold Improvements
Equipment

Less accumulated amortization for:

Right-to-use lease assets
Right-to-use subscription assets

Total

Capital assets, net

Leases

Lessee

Beginning Ending
Balance Additions Disposals Balance
$ 1,332 $ - $ - $ 1,332

28 460 - 488

- 6,410 - 6,410
4,230 2,721 - 6,951
225 128 - 353
5,815 9,719 - 15,534
1,238 60 - 1,298
5 15 - 20

486 585 - 1,071

- 87 - 87
1,729 747 - 2,476
$ 4,086 3 8,972 $ - $ 13,058

UTDC leases office space from external parties. In accordance with GASB Statement No. 87, UTDC
records right-to-use assets and lease liabilities based on the present value of expected payments over
the term of the respective leases. The expected payments are discounted using the interest rate
charged on the lease, if available, or are otherwise discounted using the University of Nebraska’s
incremental borrowing rate. Variable payments are excluded from the valuations unless they are
fixed in substance. For leases featuring payments tied to an index or market rate, the valuation is
based on the initial index or market rate. UTDC does not have any leases subject to a residual value
guarantee. The right-to-use assets are amortized over the shorter of the lease term or the underlying
asset useful life.
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University Technology Development Corporation
(A Component Unit of the University of Nebraska)

Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Note 4: Leases - Continued

Lessee - Continued

Lease liability activity for the year ended June 30, 2023 is as follows:

Beginning Ending Current
Balance Additions Deductions Balance Portion
Lease Liability $ 6,030 $ 579 $ 988 $ 5,621 $ 498
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University Technology Development Corporation



Note 6:

University Technology Development Corporation
(A Component Unit of the University of Nebraska)
Notes to Financial Statements
June 30, 2023 and 2022
(In thousands)

Retirement Plan
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