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Ar<rHun ANpERSEN LLP

INDEPENDENT AUDITORS' REPORT

To the Board of Control,
Michigan Technological University:

We have audited the accompanying general-purpose financialstatements of MICHIGAN TECHNOLOGICAL
UNIVERSITY (the "University") as of and for the years ended June 30, 1997 and 1996, as listed in the table of
contents. These general-purpose financial statements and supplementary information as refened to below are the
responsibilig of the University's management. Our responsibility is to express an opinion on these financial
statements and supplementiary information based on our audits.

We conducted our audits in accordance with generally accepted auditing standards and the standards applicable
tofinancia|auditscontrainedin@,issuedbytheComptro|lerGenera|oftheUnited
States. Those strandards require that we plan and perform the audit to obtrain reasonable assurance about
whetherthe financial stiatements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and the significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the general-purpose financial stiatements refened to above present fiairly, in all material respecG,
the financial position of Michigan Technological University, as of June 30, 1997 and 1996, and the resultrs of lts
operations for the years then ended in conformity with generally accepted accounting principles.

In accordance with Govemment Auditino Standards, we have also issued a report dated September 12, 1997 on
our consideration of tne Unlversityt lntemal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contrac$ and grants.

The supplementrary Schedule of Expenditures of FederalAwards is presented br purposes of additional analysis
as requiied by the U.S. Office of Management and Budget Gircular A-133, Audits of States. Local GoYem.ments.
and Nbn-profit Orqanizations, and is not a required part of the general-purpose financial statements. Additionally,

@taryinformationisnotarequiredpartofthe9enera|-purposefinancia|statements.
Such inbrmation has been subjected to the auditing procedures applied in the audit of the general-purpose

financial stiatements and, in oui opinion, is fiairly stiated, in all material respects, in relation to the general-purpose

financial statements taken as a whole.

dJZ- fuLtF
Detroit, Michigan,

September 12,1997.

-1 -



MICHIGAN TECHNOLOGICAL UNIVERSITY
GENERAL FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30,  1997AND 1996

(in thousands)

Accounts pavable
lllrii$ffi e*--:Effi #.dffi "hffi

Uneamed revenue

li#*uillffi- #,Hffi.ffii
FUND BALANCE (DEFI

4,376
ffi,;**E'Hffi-ffiri*ft #,ffih' ff S"ffi fl i#ffi

The arcompanying notes, starting on page 21, are an integral part of these financial statements.
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MICHIGAN TECHNOLOGICAL UN IVERSIW
DESIGNATED FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 AND 1996

(in thousands)

Total assets

$ 1,947 $ 1,5_19
t."atr,.S:fl+t$ats,;tE#

248 293

f,ffi'#ffi+#Fj
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Accounts

trffiffiAft,GnG

80
#H#
720

113
#ffi
740

'*iEf-f,"-i.ffiffi

Total liabilities

The accompanying notes, starting on page 21, are an integral part of these financial statements-
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MICHIGAN TECHNOLOGICAL UNIVERSIW
DESIGNATED FUND

STATEMENTS OF CHANGES IN FUND BALANCE
FOR THE YEARS ENDED JUNE 30, 1997 AND 1996

(in thousands)

triti.-i,ii111;T*r{,._1i, iii,f i l-;

ft*liill?*Eftrffi
rl$ilss$,J+T*il:.qi'

iF.+.-E+.F.'iHiFiT++.Htr
i,ii+=;lJii.fl-+.llHl-Yr+i.iffi :ffi':'::
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t*t*T,l€...{+e+lts$ll.H,.S

4+#;+f+,ffi.i.fl+=ia+a.i,tr
ii$1ii'1Tl;l-+",., -luTi +ii,!,;

The accompanying notes, starting on page 21, are an integral part of these financial statements-



MICH IGAN TECHNOLOGICAL UNIVERSITY
AUXILIARY ACTIVITIES FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 AND 1996

(in thousands)

I
I
I
I
!
I
I
I

Accounts receivable, less allowance of

gi+cgffi,ffi.ffiffilq,+HffiNffigffi

u2 395
Hffi :i#**€+-Eii#1ffi #BH'iL-----

I
I

Accounts

Unearned revenue
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The accompanying notes, starting on page 21, are an integral part of these financial statements.



MICHIGAN TECHNOLOGICAL UNIVERSITY
AUXILIARY ACTIVITIES FUND

STATEMENTS OF CHANGES IN FUND BALANCE
FOR THE YEARS ENDED JUNE 30, 1997 AND 1996

(in thousands)

Fti$iil=+tiiliiil.;:i:
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The accompanying notes, starting on page 21, are an integral part of these financial statements.



MICHIGAN TECHNOLOGICAL UNIVERSIW
RETIREMENT AND INSURANCE FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 AND 1996

(in thousands)

Accounts receivable
ffiffiffi$HH+YsBffi'f
lnvestments

tX$;E#+ F, -,-ffi+iaE*-+.+f+Y.

406 357
sl'1?"+.ffi.F'-1{$H.i. #.$i,f+F'EF'i-
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Accounts

-9l'-renlpe[p.n*pl**qe.r-*e-*hffi]l-h.
absences

Due to other funds

+T"F#i;-H$+lfli.#$ffi,.* ffi, .ffiii+ffi' ffit-Rffiffffi'Hiidi5-ffiFifffi'

The accompanying notes, starting on page 21, are an integral part of these financial statements'



MICHIGAN TECHNOLOGICAL UN IVERSIW
RETIREMENT AND INSURANCE FUND

STATEMENTS OF CHANGES IN FUND BALANCE
FOR THE YEARS ENDED JUNE 30, 1997 AND 1996

(in thousands)

Transfers to 9,7411

15.831

(4,631)'i*ti#H,lii#",.ffiffigi,ffi
and self-insured losses

The accompanying notes, starting on page 21, are an integral part of these financial statements.



MICHIGAN TECHNOLOGICAL UNIVERSITY
EXPENDABLE RESTRICTED FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 AND 1996

(in thousands)

i+i*t+.ii$=?F,.Hii,H+.E',T.S+-H,s-

Accounts receivable, less allowance of

I
I
I
I
T
I
I

Total assets

Accounts

Unearned revenue

660

2,630

196
H"4H;
620
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The accompanying notes, stafting on page 21, are an integral part of these financial statements



MICHIGAN TECHNOLOGICAL UNIVERSITY
EXPENDABLE RESTRICTED FUND

STATEMENTS OF CHANGES IN FUND BALANCES
FOR THE YEARS ENDED JUNE 30, 1997 AND 1996

(in thousands)

*lE"$*iiluEu--E'::l

held for future

l,
I
I
I
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I

E;F#i*!T#,sit1.#iF*.ff+i

s.H#*.€l€;H#ff+##$ffs.

#.%H,*ffiii:#$*Euffi ffi."$ff+.

The accompanying notes, starting on page 21, are an integral part of these financial statements



MICHIGAN TECHNOLOGICAL UNIVEFSIW
STATEMENTS OF CURRENT FUNDS REVENUES, EXPENDITURES, TRANSFERS

AND CHANGES IN FUND BALANCE
FOR THE YEARS ENDED JUNE 30, 1997 AND 1936

(in thousands)

29,957

rlliiiiiriliiifi $li#ilii,ifi iii
12,259

sffiffi

EXFE ETTUFEII AIID I'AI{DA'OiY

f.-e!9t?i-gtfl '!tF.el'-q.-C-ol!{g-c.19

Research

Tuition and te€s

',,,',,,r9,frfu1?1",.9,,,,*L.,.ullr',uqFl[r1?,llf,]lf,fr-"J

+'fi$rftlil$$ffifl
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The accompanying notes, starting on page 21, are an integral part of these financial statements.



M ICHIGAN TECHNOLOGICAL UNIVERSITY
STUDENT LOAN FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 and 1996

(in thousands)

I
I
I
I
I
I
I
I
I
I
IStudent Student

The accompanying notes, starting on page 21, are an integral part of these financial statements.
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MICHIGAN TECHNOLOGICAL UNIVERSITY
ENDOWMENT FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 and 1996

(in thousands)

I'
I
I
I
t
I
l
I
I
I
I
I
I
I
I
I
t
t
I

+fiilffiffi,ffiF,ffi*il
lnvestment income 5 39 4 53

+=++*riffi,1

Ngt unrgalized gains on inv,-e-s!1t--9-1tlg *--**",".*,**,o,*o,nnu,o*,*+:r+r!,,,:,*!E?-
125

rlif+;iiiii't'#il,

=;+{+++1iii;H+,Ti#,i $,: -.t'i$l=Fittt-ui:, '

+*ir=i+fEF#+{ifi:l

The arcompanying notes, stafting on page 21, are an integral part of these financial statements.



MICHIGAN TECHNOLOGICAL UNIVERSITY
PLANT FUND

STATEMENTS OF FINANCIAL CONDITION
(in thousands)

JUNE 30.1997
;i:.'iiiiitifi .riiiltl.llllrfil:,iiii:liiil:ii:rr,tii

Retirement of lnvestment JUNE 30,1996
:ll]lil:llltllllllllllilillli$iiiXiin*,il1{'R{$xiiifi riii

Cash and cash equivalents $ 3,602 $
ii:,Jiiiiiiiiriri:,1e'itipHiti#,it Bii$u.i$ii:riiili.ilifEt 'ir:liimffiilfrliff#lfilf;x+r.Hitiifliiil r.irr$$$iiri:

1

of notes bonds and

Total liabilities

lnvestment in
i.,r, 1.,i1r .,:.,i : 11 l6ggil61gil itllillll]ilriiiiiiiiiil

The accompanying notes, stafting on page 21, are an integral part of these financial statements.
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MICHIGAN TECHNOLOGICAL UNIVERSITY

r I I I

PLANT FUND
STATEMENTS OF CHANGES IN NOTES, BONDS, CAPITAL LEASE OBLIGATIONS

PAYABLE AND FUND BALANCE
(in thousands)

I r

Renewal and

td'il+[+l'.#+l
BONDS AND CAPITAL LEASE

Balance at
i.ri..:ifj:.,jjj.j.j

:,,,,i.,:j,:1
l :  i :  I

Iiiiiifrlliiililfrilii$li

The accompanying notes, starting on page 21, are an integral part of these financial statements



MICHIGAN TECHNOLOGICAL UNIVERSITY
AGENCY FUND

STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 1997 and 1996

(in thousands)

Cash and cash 109

373Total assets

iffiffiHiEHl

The accompanying notes, starting on page 21, are an integral part of these financial statements.
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(1)
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BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Basis of Presentation

The financial sutements have been prepared in all material respecs in accordance with accounting
principles outlined in the Manuat for uniform Reporting - State of Michigan Colleges and'univirsities, 

as revised, and the American Institute of Certified Public Accountan6' guide, Audits

of Colteges and tJniversities, and Governmental Accounting Standards Board'

Fund Classifications

The currenr funds consist of the General, Designated (use restricted by University policy), Auxiliary

Activities, Retirement and Insurance (used to account for employee benefits and risk financing

activities)'and Expendable Restricted Fund (use restricted by donor or supponing agency). These

funds are used to account for transactions related to instructional and academic programs (including

restricted purpose contracts and grants, research, extension and depanmenul programs) and the

,uiili.ry attiviries which provide iervices to the student body, faculty, staff and public. The

accompanying statements of current funds revenues, expenditures, ffansfers and changes in fund

balances are sutemens of financial activides of the current funds and do not purport to present the

resuls of operations or the net income or loss for the period'

The other funds and their functions are described as follows: ( 1 ) the Student Loan Fund is used to

account for transactions related to loans to students, (2) the Endowment Fund is used to account for

gifs *hi.ft allow only the income rhereon to be expended and includes similar funds under Board

Iontrol, (3) the Planr Fund conuins the transactions relating to investment in physical properties'

indebredneis incuned in the financing thereof and reserves for maintenance and replacement and

i+i tfie Agency Fund is used to account for amounts withheld from payrolls, employer-portions of

pavrol ti.r rnO various employee benefits and amounts held in custody for studenu, University-

related organizations or others.



MICHIGAN TECHNOLOGICAL UNIVERSITY

Summary of Significant Accounting Policies

Accrual Accounting

The accompanying financial statements have been prepared on the accrual basis, except for the
followin& which are common practices in colleges and universities: ( | ) interest on student loans is
recognized when received, (2) interest expense is recognized when paid, (3) gtfu, grants and pledges

are recognized when received or when billable, (4) Expendable Restricted Fund revenue is
recognized only to rhe extent expended, (5) Sute appropriations for operations are recognized when
received or made available and (6) revenue and expenditures of an academic term are reponed in
the fiscal year in which the program is predominantly conducted.

The accrual basis of accounting provides that expendirures include only amounts associated with
goods and services received and that liabilities include only the unpaid amounts asociated with such
ixpenditures. Accordingty, outstanding purchase orders and commitments not reponed in the
financial statements touled (in thousands) $5,322 and 53,749 at June 30, 1997 andl996,
respectively.

lncome Taxes

The Universiry is ctassified as a potiticat subdivision of the Sute of Michigan under Internal Revenue
Code Section I l5(A) and is therefore exempt from Federal Income Taxes. Certain activities of the
Universiry ro the extenr profitable, may be subiect to Exation as unrelarcd business income.

Cash and Cash Eguivalents

For purposes of the s6rement of cash flows, the University considers all highly liquid investmens
(inctuOing restricted assers) with a maurity of three months or less when purchased to be cash
equivalens.

lnventortes

lnventories are valued at the lower of cost or market determined on a first'in, first-out basis.

lnvestments and Marketahle Securities

lnvestments are valued at market

Property, Plant and EquiPment

physical propenies are suted ar cosr when purchased. Other acquisidons are stated at appraised
value on date of receipt. Amounts expended directly from current funds for equipment or other

capiut additions are included in expenditures or transfers of such funds and are capiulized in the
plint Fund. Repair and maintenance and equipment replacement res€wes have been esablished to
provide for significant repair and maintenance costs to residences and certain other facilities"
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Depreciation

Depreciadon is provided for physical properties on a straight line basis over the estimated useful life
of the propeny, as follows:

Classification

Land lmprovements
Buildings
Computer Equipment
Equipment
Library Books

Cash
Gsh held for investmens, which

eamed 5.3o/o in 1997 and 5.9o/o
in 1996

Life

20 years
4O years

5 years
7 years
5 years

(2)

Depreciation expense (in thousands) for 1997 and 1996is approximately $9,109 and $8,606,
respectively.

Beclassifications

Ceruin fiscal year 1996 amounts have been reclassified to conform with the fiscal year 1997
financial sutement presentation.

CASH AND INVESTMENTS

Authorizations.' The University investment policies are governed and authorized by Universiry
Bylaws and the Board of Conrrol. The Board of Conrol authorized the transfer of the Universiry's
entire Endowment invesrment pool (in thousands) of $ 1,785 to the Michigan Tech Fund.

The Universiry utitizes the "pooled cash' method of accounting for substantially all of its cash and
cash equivalents. tnvestment policies for cash and cash equivalents, as set fonh by the Board of
Control, authorize the University to invest, wittr limiutions, in commercial paper rated within the
two highest clasifications of prime as eshbtished by at least one of the standard rating services.
lnvesunenrs may also be made in securities of the U.S. Treasury and Federal agencies, and in time

savings accounts.

Poticies regarding investments and marketable securities in the current funds, Endowment Fund, and
Retirement and Insurance Fund, as set fonh by the Board of Control, authorize the
University to invesr in U.S. Treasury Obligations; commercial paper rated within the two highest

ctassificadons of prime as established by at least one of the standard rating seruices; or Federal
agency securides cenificares of deposit issued by FDIC insurance banla, FSLIC insured savings and

loan asociations, or an NCUA cridit union member; or Eurodollar dme deposits in Tier 7, 2, or 3

ban|<s.

Deposits: Deposis with bank are generally uninsured. The cash and cash held for investments

were as follows as of June 30, 1997 and 1996 (in thousands):



MICHIGAN TECHNOLOGICAL UNIVERSITY

Of  the tou t  bankba lances fo rcash ,$ l25a t l une3O,  1997and$ l34a t l une30 ,  l 996were

covered by federal depository insuiance. The remaining amounls were uninsured and

uncollaterilized, as rhe University is precluded by sate law from collateralizing its deposis'

lnvestments; During 1996, the university adopted the Governmental Accoundng standards

Board Sutement 31. This Sutement allows governmental endties to repon investments at fair value

in the sutements of financial condidon. ln accordance with Governmental Accounting Sundards

Board,s Statement 3, investments are clasified into three categories of custodial credit risk. MTU's

investments fit into creOir rist category lll: investments that are uninsured and unregistered with

securities held by ,rt. .ounr"tp ,lgy- oiov its trust department or agent, but not in the university's

;;.. Ar June'lo, gii aio tggc, ihe university's investments included the following (in

thousands):

l
I
I
I
t
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Cenificate of Deposis
U.S. Treasuries/agencies
Government Obligations Fund

lnrcrest and dividends
Realized and unrealized net gains

Total retum

$ ------ $ ----

ln addition to the above, the Univerciry has pooled investments held by trust companies and invested

in a variery of mutual funds managed by investment managers. The costs (in thousands)-of these

invesrmenrs as of 1une iO, ti:Wina f996 *.t $9,OOO and $ I 1,964, respectively' The

ionesponding maiker u.lu.r were $ ll,O78 and $1 2,920. This amount takes into account all

.ft*git in faii value (including purchases and sales) that occurred during the year'

The Universiry realized net gains of $ 1,0O5 and $78 (in thousands) from the sale of investments in

Rr..t y.r6 ttigl ana-ltg6i, respectively. The calculation of realized gains is independent of the

catcutation of the net increaie in the fairvalue of investments. Realized gains on investments tlrat

had been held in more than one fiscal year and sold in the current year may have been recognized as

an increase in the fair vatue of investments reponed in the prior year. The unrealized gains on

invesrmenrs held as of June 30, l9g7 and 1996 were $ 1,247and $955.

The reurns on investments and markeuble securities, excluding the base cash pool reserve for the

years ended June 30, 1997 and 1996 were as follows :

1997

3.Oo/o
21.9o/o
24.9o/o

1996

7.2o/o
8.4o/o

r5.6%

1997 1996

24
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MICHIGAN TECHNOLOGICAL UNIVERSITY

1998
r999

- - 2OOO -350

(3) NOTE, BONDS, AND CAPITAL LEASE OBLIGATION PAYABLE

Note

In October 1996, the Universiry took our a $6OO (in thousands) note payable for its Pro Shop

renovadon and expansion. The interesr rare is 6.125o/o. Monthly principal paymen6 will be made

from July t q9Z through August 2@1. A balloon principal payment of $522 will be made in

September 20O1.

Bonds

fn fiscal year l9g4,the Universiry defeased in subsunce the 19g9 issue of General Revenue Bonds

with an issue of General Revenue Refunding Bonds valued at $3,585. These-bonds bear interest at

2.gOo/oto 5.lOolo and marure., uriiou, dites through 2008. As of June 30, 1997 and 1996,

$2,775 and $3,O70 were out*anding'

CaPital Lease Obligation

In March 1gg6,the University entered inro a capiul lease agreement of $491 (in thousands) !o-r
rhe purchase of a building thar will rrouse ttre University Career Center. The interest rate is 7 '5Oo/o

with monthty payments of $15,262 over 3 years'

Annual maturities for all remaining debr obligations are for the fiscal year ending June 30 as follows

(in thousands):

2001
2@2
Thereafter

$  481
461

366
681

|,335

s 3.674

(4) LINE OF CREDIT

The universiry has an unused line of credit arrangement with one bank under which it may borrow

"p 
i" s r orooorooo at a rate of 5.6010. There are no commitment fees and no condidons

associated with this line of credit.



MICHIGAN TECHNOLOGICAL UNIVERSITY

(s) POST-EMPLOYMENT BEN EFITS

The Universiry offers pafticiparion in one of two retirement plans for all qualified employees: the
Michigan Pubtic School Employees' Retirement System (MPSERS) and the Teachers Insurance and
Annuities Association College Retirement Equities Fund (TIAA-CREF)"

MPSERS is a non-contributory defined benefit retirement plan through the Michigan State
Empfoyees' Retirement System Plan (the nPlan"). Due to State of Michigan House Bill HB4O47,
emptoyees hired after December 31, 1995 can no longer panicipate in this retirement plan, unless
they were previously enrotled in the plan at the Universiry or one of the other six universities that
are parr of MPSERS. Funher pension dau, audited by the Office of the Auditor General of the
Sute of Michigan, for the State Employees' Retirement System is included in the State of Michigan's
Comprehensive Annual Financial Repon.

During fiscal year 1997 , the Universiry implemented the funding policy changes finalized by
MPSERS. An actuarial valuadon was prepared for MPSERS that separated the plan into two
components-university members and all other members. The valuation determined the university
members' ponion of plan assets and unfunded actuarial accrued liability (UAAL). The new funding
poticy calls for continued contributions for active members at 7 .50o/o of member payroll. To fund
the costs of the UAAL over rhe next forry years, the University will make additional contributions at
a rate rhar will be determined annually. The fiscal year 1997 rate was 3.880/o of MPSERS defined
payrotl. The Universiry is also required to pay a $66,000 monthly supplemenul contribution for
redree health care benefits. The footnote disclosures reflect the funding policy changes.

The TIAA-CREF Plan is a defined contribution retirement plan. All employees, who work at least
3/4 rime are eligible to panicipare in the TIAA-CREF plan. For employees hired after December
3l , lgg| employer contriburions begin two years after date of hire or age 35 whichever is sooner.
Emptoyee benefits vesr immediately. The Universiry contributes a specified percenEge of employee
wages ind has no liability beyond is own contribution. Contributions and covered payroll under the
plans (excluding panicipants' addidonat contributions) are summarized as follows (in thousands):

Year ended lune 30,
1997 1996

University contribudons to MPSERS $ 1,858 $ 2,199
MPSERS retiree health insurance 385
MPSERS unfunded pension costs 527
Payrolf covered under MPSERS 15,142 16,034
University contributions to TIAA-CREF 3,664 3,572
Payroll covered under TIAA-CREF 34,872 33,854

The University subsidizes a medical benefits Btan for TIAA'CREF eligible University employees who
have or will have rerired from October 19, 1 992 through lune 30' 2006. The University
recognizes the cosr of providing this benefit on a pay-as-you-go basis, which is included in the current

funds' expendiures.

During lggT,the Board approved a change in the plan's benefits. With the plan revisions in 1998,
ttre University will match the l o/o of satary employee contribution to the employee's TIAA'CREF
redremenc annuity. For subsequent years, the Universiry will match the employee's 2o/o of salary
contribution.

From I 999 to 2OO5, the retired employee's conribudon for health care benefis will increase ftom

2Oo/o to l0Oo/0. The University's subsidy will likewise decrease for fiscal yea( 2OO7 and beyond
because redred employees will be responsible for l000/o of their health care costs. They can pay for

their coverage with their annuiry.
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EXHIBIT I
MICHIGAN TECHNOLOGICAL UNIVERSITY

COMBINING STATEMENT OF FINANCIAT CONDITION
JUNE 30,1997
(in thousands)

STUDENT
riifiitftlxilliit$ffllfirirtliii:iitriEf'd"b i

CUNNEIfT AAEET&
K

; I liir'ri,llr++liir$.i'ii itI',;i i,r,fii.tilli,liiiii'f*iiir+
- 8.563STUDENT TOANS RECEIVABLE. net

The accompanying notes, starting on page 21, are an integral part ol these financial statements.
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MICHIGAN TECHNOLOGICAL UNIVERSITY
COMBINING 9TATEMENT OF FEVENUES, EXPENDITURES, TRANSFERS AND CHANGES IN FUNO BALANCES

YEAR ENDED JUNE 30. 1997
(h thousands)

I I
EXHIBIT II

I

li#t liiti$/4ii lilliidtffiii-if;f-slriil

HELo FoF RJIuREfJ@ElitDtunEs *t '

's,, [$$$ Eitiil8E8f Etr"i?:'Sl?iili'filiif'fl i4ilrttrilllrri:iffi ffi #tirrli
The accompanying notes, stafting on page 21, are an integral part of these linancial statements.
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EXHIBIT IV

MICHTGAN TECHNOLOGICAL UNIVERSIW
COMBINING STATEMENT OF REVENUES, EXPENDTTURES, TRANSFERS AND C}IANGES IN FUND BALANCES

FOR THE YEAB ENDED JUNE 30, 1996
An thousands)

ri|fii'ifififliiilijf1fff,jir,fiiriiiii]i[{iittlriiiitiiiiliitillli$iiif$g.ifF,,f$,rt#- ff],ftifif'f.5rfllllillffIMi-tl|i

The accompanying notes, starting on page 21, are an integral paft of these financlal statements.



MICHIGAN TECHNOLOGICAL UNIVERSITY
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 1997 AND 1996
(in thousands)

I
t

126,564

fl'tlffi +'#i.f.ij##.€#r.F,*"s'.

I
I
I
I
I
I
I
I
I
I
I
I
t
I
I
t

l=ffi .f+i'?ii5iht;+.fui"--

on notes, bonds and

Proceeds from

Additions to buildinqs
u,=+=iF,iii iLf,#l#t#+*$-+i'x+i*'T?AHf*.-.8#E

+,1f,H#+,ili€*if+:X+#s4_.€*#&%
ii iil.ltii!tn'tli: i1;t ii:: i
1:1.'l:lilitir=n$li,r,
.r+:iiii;iEinil{Ei:l

Net cash used in and related .,--(9.'-?99)
ix+itffi*ffiX
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I MICHIGAN TECHNOLOGICAL UNIVERSITY

STATEMENTS OF GASH FLOWS
FOR THE YEARS ENDED JUNE 30, 1997 AND 1996

(in thousands)

287 145
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MICHIGAN TECHNOLOGICAL UNIVERSITY

OMB CIRCULAR A-133 SUPPLEMENTARY FINANCIAL REPORT

FOR THE YEAR ENDED JUNE 30. 1997

TABLE OF CONTENTS

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROLS
OVER FINANCIAL REPORTING

INDEPENDENT AUDITORS' REPORT ON GOMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULARA.{33

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
-Schedule of Expenditures of FederalAwards
-Notes to the Schedule of Expenditures of Federal Awards
-schedule of Findings and Questioned Costs
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AnrHun AxpERSEN LLP

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON
INTERNAL CONTROLS OVER FINANCIAL REPORTING

To the Board of Control,
Michigan Technological University:

We have audited the financial statements of MICHIGAN TECHNOLOGICAL UNIVERSITY (the "University") as of
and for the year ended June 30, 1997, and have issued our report thereon dated September 12, 1997. We
conducted our audit in accordance with generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditinq Standards, issued by the Comptroller General of the United
States.

Compliance

As part of obtaining reasonable assurance about whether the Universig's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grants, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not eipress such an opinion. The results of our tests disclosed no instances of
noncompliance that arerequired to be reported under Government Auditinq Standards. However, we noted
certain immaterial instances of noncompliance that we have reported to management of the Universi$ in a
separate letter dated September 12, 1997.

lnternal Control Over Financial Reportino

In planning and performing our audit, we considered the University's internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control over financial reporting. Our consideration of the intemal
control over financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be materialweaknesses. A materialweakness is a condition in which the design or operation
of one ol more oi the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normalcourse of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its operation that we

consider to be material weaknesses.

This report is intended for the information of the Board of Control, University management, the Department of
Health and Human Services (the cognizant agency) and Federal grantor agencies. However, this report is a
matter of public record and its distribution is not limited.

Detroit, Michigan,
September 12, 1997.

A^/4,-, fuLLF
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Anrnun AxpERSEN LLP

lNDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE ]N ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Control,
Michigan Technological University:

Gompliance

We have audited the compliance of MICHIGAN TECHNOLOGICAL UNIVERSITY (the "Universi$") with the types

of compliance requirements described in the U.S. office of Manqqement and Budqet (oMB) Circular A-133

Compliance Supplement that are applicable to each of its major federal programs for the year ended June 30'

ffiajorfedeialprogramsareidentifiedintheaccompanyingSchedu|eofExpendituresof
Federal Awards. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each

of its major federal programs is the responsibility of the University's management. Our responsibility is to express

an opinion on the Universi$'s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards

applicable to financial audits contained in Government Auditinq Standards, issued by lhe Comptroller General of

the United Sates; and OMB Circular n-f gg,-Audits of States, Loca| Go '

Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable

assurance about whether noncompliance witfr the types of compliance requirements referred to above that could

have a direct and material effect on a major federal program occurred. An audit includes examining, on a test

basis, evidence about the University's compliance with ihose requirements and performing such other procedures

as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our

opinion. Our audit does noiprovide a legal determination of the University's compliance with those requirements.

ln our opinion, Michigan Technological Universig complied, in all material respects, with the requirements refened

to above that are applicable to each of its major federal programs for the year ended June 30, 1997.

lnternal Gontrol Over ComPliance

The management of the University is responsible for establishing and maintaining effective internal control over

complianc6 with requirements of laws, regulations, contracts, and grants applicable to federal programs' In

planning and performing our audit, we considered the University's internal control over compliance with

requireirentsinat couto-have a direct and material effect on a major federal program in order to determine our

auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal

control over compliance in accordance with OMB Circular A-133'

Our consideration of the internal control over compliance would not necessarily disclose all matters in the intemal

control that might be material weaknesses. A maierialweakness is a condition in which the design or operation of

one or more oithe internal control components does not reduce to a relatively low level the risk that

noncompliance with applicable requirements of laws, regulations, contracts, and grants that would be material in

relation io a malor teo'eral program being audited may occur and not be detected within a timely period by

employees in the normalcourle of performing their assigned functions. We noted no matters involving the intemal

controi over compliance and its operation that we consider to be materialweaknesses.

This report is intended for the information of the Board of Control, University management, the Department of

Health and Human Services (the cognizant agency) and Federal grantor agency. However, this report is a matter

of public record and its distributions not limited'

'- 
fulLP

Detroit, Michigan,
September 12,1997.
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Federal Awards Expenditures

SUMMARY FROM PAGES 3.45

Research and Development
Student FinancialAid
Other FederalAwards

NON-CASH ASSISTANCE

Perkins Loans
Stafford Loans
PLUS Loans

MICHIGAN TECHNOLOGICAL UNIVERSITY

SCHEDULE OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 1998
(continued)

Total from Pages 3-45

$14,336,015*
2,107,964*

256,684*

16,700,663

$ 8,659,733
9,565,250

752.0U

18,977,O17

$35,677,680

*

**

Total Non-cash Assisfance

TOTAL FEDERALAWARDS

Major Programs

No Federally funded program classified as other qualified as a major program.

** Perkins loans are measured by total loans outstanding at June 30, 1996, plus new loans awarded
during the yearended June 30, 1997.

Expenditures included in the pages noted above are indicated as such.
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MICHIGAN TECHNOLOGICAL UNIVERSIW

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30. 1997

(1) BAS|S OF ACCOUNTING

The Schedule of Expenditures of Federal Awards is presented on the same basis of accounting used
for presentation of the Universig's frnancial statements, which is in accordance with generally
accepted accounting principles.

(2) CATALOG OF FEDERAL DOMESTTC ASSISTANCE (CFDA) NUMBERS

All programs with identifiable CFDA numbers have been listed separately. All other programs for
which such numbers were unavailable or in the case of NASA and others who do not issue CFDA
numbers, the applicable award numbers have been provided.
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MICHIGAN TECHNOLOGICAL UNIVERSITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 1997

Financial Statemenfs

Type of audito/s report issued:

Internal control over financial reporting:

. Materialweakness(es)identified?

. Reportable condition(s) identified that are
not considered to be material weaknesses?

Noncompliance material to financial statements
noted?

FederalAwards

lnternal control over major programs:

o Materialweakness(es)identified?

. Reportable condition(s) identified are not
considered to be material weakness(es)?

Type of auditor's report issued on compliance for
major programs:

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of
Circular A-133?

ldentification of major programs

CFDA Number(sl

Various
Various

Dollar threshold used to distinguish between
type A and type B Programs:

. Auditee qualified as low-risk auditee?

Unqualified

ves --X-no

ves -X none rePorted

_yes X no

_yes X no

-yes X none rePorted

Unqualified

ves X no

Name of Federal Prooram or Cluster

Research & Development
Student FinancialAid

48-

no




