
  

 

 

MICHIGAN TECHNOLOGICAL UNIVERSITY 
FINANCIAL STATEMENTS 
CONTENTS 
for the year ended June 30, 2001 
 
 Pages 
  
Management’s Discussion & Analysis ..............................................................................1 
 
Report of Independent Accountants..................................................................................9 
 
Financial Statements: 
 
 Statement of Net Assets................................................................................................10 
 

Statement of Revenues, Expenses, and Changes in Net Assets...................................11 
 
 Statement of Cash Flows ..............................................................................................13 
 
 Notes to the Financial Statements.................................................................................15 
 
   
 

 

 

 

 

 

 

 

 

 

 

 



1 

 
Michigan Technological University is an equal opportunity educational institution/equal opportunity 
employer.MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
 
This section of the Michigan Technological University (the "University") annual financial report 
presents our discussion and analysis of the financial performance of the University during the fiscal 
year ended June 30, 2001.  This discussion has been prepared by University management along 
with the financial statements and related footnote disclosures and should be read in conjunction 
with and is qualified in its entirety by the financial statements and footnotes.  The financial 
statements, footnotes and this discussion are the responsibility of University management. 
 
 
Using the Annual Report 
 
This annual report consists of a series of financial statements, prepared in accordance with the 
Governmental Accounting Standards Board Statement No. 35 (“GASB 35”), Basic Financial 
Statements-and Management’s Discussion and Analysis-for Public Colleges and Universities.  
These financial statements differ, in both the form and the accounting principles utilized, from prior 
financial statements presented.   
 
One of the most important questions asked is whether the University as a whole is better or worse 
off as a result of the year’s activities.  The key to understanding this question is the Statement of 
Net Assets, the Statement of Revenues, Expenses and Changes in Net Assets and the Statement 
of Cash Flows.  These statements present financial information in a form similar to that used by 
corporations. It is prepared under the accrual basis of accounting, whereby revenues and assets 
are recognized when the service is provided and expenses and liabilities are recognized when 
others provide the service, regardless of when cash is exchanged. 
  
The Statement of Net Assets includes all assets and liabilities. The University’s net assets (the 
difference between assets and liabilities) are one indicator of the University’s financial health.  Over 
time, increases or decreases in net assets is one indicator of the improvement or erosion of the 
University’s financial health when considered with non-financial facts such as enrollment levels and 
the condition of the facilities. 
 
The Statement of Revenues, Expenses and Changes in Net Assets presents the revenues earned 
and expenses incurred during the year.  Activities are reported as either operating or nonoperating.  
All things being equal, a public University’s dependency on state appropriations and gifts will result 
in operating deficits, because GASB 35 classifies state appropriations and gifts as nonoperating 
revenues.  In the past, these two revenue classifications were included within the scope of normal 
revenues and contributed to revenues over expenditures, typically a net positive number. 
 
Another important factor to consider when evaluating financial viability is the University’s ability to 
meet financial obligations as they mature.  The Statement of Cash Flows presents information 
related to cash inflows and outflows summarized by operating, noncapital financing, capital and 
related financing, and investing activities. 
 
 
Reporting Entity 
 
The financial statements report information about the University as a whole using accounting 
methods similar to those used by private-sector companies. The University's supporting 
organization, the Michigan Tech Fund (“MTF”) is an independent nonprofit corporation formed for 
the exclusive benefit of the University. The MTF is not a component unit of the University. 
Therefore, the results of its operations are not incorporated within these financial statements, or this 
Management’s Discussion and Analysis. 
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Financial Highlights 
 

�� During the year, our prior year cash balance of  $12 million was utilized to retire $11.3 
million of long-term debt. This resulted in the University having the lowest per-student debt 
within the State of Michigan’s public universities. 

 
�� The University’s financial position, as a whole, remained relatively stable during the fiscal 

year ended June 30, 2001.  Its combined net assets decreased $.8 million from the previous 
year, which is a decrease of approximately .4 percent. This decrease is due to operations of 
the University, which the administration has undertaken steps to remedy.  

 
 
Condensed Financial Information 
 
 

Condensed Statement of Net Assets 
June 30, 2001 
(in thousands) 
 Amount  Percent 
ASSETS    
Current assets $  19,852  9.4% 
Noncurrent assets 191,303  90.6% 
 Total Assets $211,155  100.0% 
LIABILITIES   
Current liabilities $  18,937  60.0% 
Noncurrent liabilities 12,617  40.0% 
 Total Liabilities $  31,554  100.0% 
NET ASSETS   
Invested in capital assets, net of  
    related debt $160,499

  
89.4% 

Restricted 
     Expendable 20,543

  
11.4% 

Unrestricted deficit (1,441)  -0.8% 
 Total Net Assets $179,601  100.0% 

 
 
As of June 30, 2001, total University assets were $211 million.  The University's largest asset is its 
investment in its physical plant of $172 million at June 30, 2001.  Cash and investments decreased 
by $17.3 million primarily due to the retirement of long-term debt in 2001 of $11.3 million and 
market devaluation of the investments of $2.0 million.   
 
The student loans receivable totaling $10.3 million is the University's second largest asset.  This 
receivable increased by $368 thousand, or 3.7 percent, primarily due to additional student 
borrowing during the fiscal year.  
 
The University’s current assets of $19.9 million covered the current liabilities of $18.9 million, as the 
current ratio was $1.05 in current assets to every $1 in current liabilities. 
 
University liabilities totaled $31.6 million at June 30, 2001.  Long-term debt of $11.9 million, 
consisting of bonds payable and capitalized lease obligations, is the largest liability.  
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At June 30, 2001, the University had outstanding bonds of  $11.5 million, representing $1.5 million 
and $10 million remains from a 1993 and a 1998 bond issue, respectively.  Bonds payable is the 
University's largest liability at June 30, 2001, representing 36.4% of total University liabilities.  The 
1993 General Revenue Refunding Bonds were originally issued in an amount of $3.6 million, and 
were used to advance refund and defease an earlier bond issued in 1988. The 1998 General 
Revenue Variable Rate Demand Bonds were originally issued in an amount of $21.0 million and 
were used for funding construction and renovation of four facilities:  Dow Environmental Sciences 
and Engineering Building, Performing Arts and Education Center, Forestry and Wood Products 
Building, and Harold Meese Center.  Michigan Technological University has the lowest (per student) 
long-term debt of any public university within the State of Michigan. 
 
At June 30, 2001, the University had capital lease obligations with remaining principal payments of 
approximately $458 thousand.  The capital leases primarily consist of telecommunications, software 
and photocopiers on campus.   
 
The University has been rated "AAA" by both Fitch IBCA and Standard & Poor's rating agencies.  
The highest achievable rating is "AAA" based upon the scale used in university rating. The 
University's capacity to meet its financial commitment on its obligations is looked upon as extremely 
strong based upon the rating.  



4 

 
CONDENSED STATEMENT OF REVENUES, EXPENSES, AND 
CHANGES IN NET ASSETS 
for the Year Ended June 30, 2001 
(in thousands) 

 
Operating Revenues:   
  Tuition and fees $       33,287  
  Grants and contracts          27,728  
  Auxiliary activities          19,465  
  Educational activities            4,606  
     Total operating revenues 85,086  
         
Operating Expenses:   
  Salaries and wages 71,852  
  Fringe benefits 22,935  
  Supplies and services 41,914  
  Student financial support 7,973  
  Utilities 6,403  
  Depreciation 10,080  
     Total operating expenses          161,157  
         
      Operating loss (76,071)  
         
Nonoperating Revenues:   
  State appropriations, operating          54,441  
  State appropriations, capital 8,211  
  Gifts              9,608  
  Other nonoperating revenues and expenses 3,009  
     Net nonoperating revenues           75,269  
         
      Net decrease in net assets (802)  
       0  
Net Assets: 0  
  Beginning of year         180,403  

  
 
End of year $179,601  

  
 
Total operating loss for fiscal 2001 was $76.1 million.  Since the State of Michigan appropriation is 
not included within operating revenue per GASB 35, beginning this year and going forward the 
University will show a significant operating loss.  
 
The sources of operating revenue for the University are tuition and fees, grants and contracts, 
auxiliary services, and educational activities. 
 
The University strives to provide students with the opportunity to obtain a quality education.  Future 
University enrollments may be affected by a number of factors, including any material increase in 
tuition and other mandatory charges, stemming from any material decrease in appropriation funding 
from the State of Michigan.  
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Michigan Technological University 
Statement of Net Assets 

June 30, 2001  
(in thousands) 

ASSETS   
 Current assets: 
  Accounts receivable, net $   18,006 
  Other assets 1,846 
   Total current assets 19,852 

 
 Noncurrent assets: 
  Student loans receivable, net of allowance 10,255  
  Investments 8,601  
  Capital assets, net of accumulated depreciation 172,447  
   Total noncurrent assets 191,303  
   

TOTAL ASSETS $211,155 
 

LIABILITIES 
 Current liabilities: 
  Accounts payable $    4,768  
  Other accrued liabilities 7,305  
  Deferred revenue 3,184  
  Current portion of noncurrent liabilities 3,680  
   Total current liabilities 18,937  

 Noncurent liabilities: 
  Funds held for others 410  
  Long-term liabilities 12,207  
   Total noncurrent liabilities 12,617  

   
TOTAL LIABILITIES $31,554 

 

NET ASSETS 
 Invested in capital assets, net of related debt $  160,499  
 Restricted for: 
  Expendable 
       Scholarships and fellowships 1,161  
       Research 565  
       Departmental uses 429  
       Loans 11,913  
       Capital projects 5,697  
       Debt service 778  
 Unrestricted deficit (1,441)  
   

TOTAL NET ASSETS $179,601 
 

 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements.
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 Michigan Technological University 
Statement of Revenues, Expenses, and Changes in Net Assets 

For the Year Ended June 30, 2001 
(in thousands) 

 
REVENUES: 

 
 

 

 Operating Revenues 
  Student tuition and fees (net of scholarship 

   allowances of $8,372) 
 

$     33,287 
  Federal grants and contracts 15,809 
  State and local grants and contracts 3,138 
  Nongovernmental grants and contracts 8,781 
  Educational activities 4,606 
  Auxiliary activities: 0 
    Sales and services 7,385 
     Residential life 12,080 
   Total operating revenues 85,086 

 
EXPENSES: 
 Operating Expenses 
  Educational and general expenditures: 0   
     Instruction 54,768  
     Research 22,800  
     Public service 3,948  
     Academic support 10,438  
     Student services 5,373  
     Institutional support 13,827  
     Student financial support 7,973  
     Operational and maintenance of plant 10,631  
     Depreciation 10,080  
  Auxiliary activities: 0  
     Sales and services 11,855  
     Residential life 9,464  
   Total operating expenses 161,157  

   
  Operating loss (76,071) 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements.



12 

Michigan Technological University 
Statement of Revenues, Expenses, and Changes in Net Assets 

Continued 
For the Year Ended June 30, 2001 

(in thousands) 
 
 

 
 

 

NONOPERATING REVENUES (EXPENSES)  
 State appropriations $    54,441 
 Gifts 6,262 
 Investment loss (net of investment expense) (747) 
 Interest on capital asset – related debt (570) 
 Other nonoperating revenues 198 
  

Net nonoperating revenues 59,584 

   Loss before other revenues, expenses, or gains (16,487) 

 Capital appropriations 8,211 
 Capital grants and gifts 3,346 
 Other additions, net 4,128 
  Total other revenues 15,685 
    
   Net decrease in net assets (802) 

 
NET ASETS 
 Beginning of year 180,403   
 

End of year $  179,601 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements. 
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Michigan Technological University 
Statement of Cash Flows 

For the Year Ended June 30, 2001 
(in thousands) 

   

Cash Flows from Operating Activities  
 Student tuition and fees $ 33,069 
 Grants and contracts 26,243 
 Payments to suppliers (41,490) 
 Payments for utilities (6,380) 
 Payments to employees (71,792) 
 Payments for benefits (23,019) 
 Payments for scholarships and fellowships (7,973) 
 Loans issued to students (1,809) 
 Collection of loans to students 1,441 
 Auxiliary enterprise charges: 0 
  Sales and services 7,139 
  Residential life 12,122 
 Sales and service of educational activities 4,600 
 Other payments (272) 
  Net cash used by operating activities (68,121) 

Cash Flows from Noncapital Financing Activities  
 State appropriations 53,970 
 Gifts and grants for other than capital purposes 6,263 
 William D. Ford direct lending cash received 11,225 
 William D. Ford direct lending cash disbursed (11,260) 
   Net cash provided by noncapital financing activities 60,198 

Cash Flows from Capital and Related Financing Activities  
 Capital appropriations 10,043 
 Capital grants and gifts received 2,803 
 Proceeds from sale of capital assets 139 
 Purchases of capital assets (8,336) 
 Principal paid on capital debt and leases (11,456) 
 Interest paid on capital debt and leases (554) 
   Net cash used by capital and related financing 

activities (7,361) 

Cash Flows from Investing Activities  
 Proceeds from sales and maturities of investments 8,236 
 Interest on investments 507 
 Purchase of investments (7,153) 
   Net cash provided by investing activities 1,590 
     
Net decrease in cash  (13,694) 
Cash – beginning of the year 12,001  

Cash – included in accounts payable ($1,693)  

Cash – end of year $0   

 
The accompanying notes are an integral part of these financial statements.
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Michigan Technological University 
Statement of Cash Flows, Continued 

For the Year Ended June 30, 2001 
(in thousands) 

Reconciliation of net operating revenues (expenses) to net 
cash used by operating activities: 

 

 Operating loss $   (76,071) 
 Adjustments to reconcile net loss to net cash used by operating 

activities: 
 

0 
  Depreciation expense 10,080 
 Changes in assets and liabilities: 0 
  Receivables, net (2,229) 
  Other assets 292 
  Loans to students (368) 
  Accounts payable                240  
  Other accrued liabilities 207 
  Current portion of long-term liabilities  (316) 
  Funds held for others 63 
  Deferred revenue 155 
  Long-term liabilities (174) 
  Net cash used by operating activities $   (68,121) 

Supplemental Disclosure of Cash Flow Information  
 Acquisition of equipment through capital leases $            75 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The accompanying notes are an integral part of these financial statements.
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MICHIGAN TECHNOLOGICAL UNIVERSITY 
NOTES TO THE FINANCIAL STATEMENTS 
 
(1)  BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES 
 
 Basis of Presentation 
 

The financial statements have been prepared in all material respects in accordance with 
accounting principles outlined by the Governmental Accounting Standards Board (“GASB”). 
Michigan Technological University (the “University”) adopted the provisions of GASB 
Statement No. 33, Accounting and Financial Reporting for Nonexchange Transactions and  
GASB Statement No. 35, Basic Financial Statements and Management’s Discussion and 
Analysis for Public Colleges and Universities as of July 1, 2000. Because of early adoption 
of these pronouncements by the State of Michigan, the University is required to implement 
these changes in the fiscal year ending June 30, 2001.  
 
As a result of these adoptions, changes to the presentation of amounts in the Statements of 
Net Assets, Statements of Revenues, Expenses and Changes in Net Assets and the 
Statements of Cash Flows have been made.  These statements establish standards for 
external financial reporting for public colleges and universities and require that financial 
statements be presented on a consolidated basis to focus on the university as a whole, with 
resources classified for accounting and reporting purposes into net asset categories 
according to externally imposed restrictions.  Previously, financial statements focused on the 
accountability of individual fund groups rather than on the University as a whole. 

 
The three required net assets categories used by the University are as follows:  
 

�� Invested in capital assets, net of related debt – Capital assets, net of accumulated 
depreciation and outstanding principal balances of debt attributable to the 
acquisition, construction or improvement of those assets. 

 
�� Restricted for expendable purposes – Net assets whose use is subject to externally 

imposed stipulations that can be fulfilled by actions of the University pursuant to 
those stipulations or that expire by the passage of time. 

 
�� Unrestricted – Net assets that not subject to externally imposed stipulations.  

Unrestricted net assets may be designated for specific purposes by action of the 
University’s Board of Control or may otherwise be limited by contractual agreements 
with outside parties. 

 
 Reporting Entity 
  

The University is an institution of higher education and is considered to be a component unit 
of the State of Michigan because its Board of Control is appointed by the Governor of the 
State of Michigan.  Accordingly, the University is included in the State’s financial statements 
as a discrete component unit.  Transactions with the State of Michigan relate primarily to 
appropriations for operations, grants from various state agencies and payments to State 
retirement programs for University employees. 

  
The financial statements of all controlled organizations are included in the University’s 
financial statements.  Organizations which are not controlled by the University, such as the 
Michigan Tech Fund and booster organizations, are not included in the University’s financial 
statements. 
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Summary of Significant Accounting Policies 
 
 Accrual Accounting 
 

The accompanying financial statements have been prepared on the accrual basis, except 
for the following, which are common practices in colleges and universities:  (1) gifts, grants 
and pledges are recognized when received or when billable, and (2) Expendable Restricted 
revenue is recognized only to the extent expended. 
 
The accrual basis of accounting provides that expenditures include only amounts associated 
with goods and services received and that liabilities include only the unpaid amounts 
associated with such expenditures.  Accordingly, outstanding purchase orders and 
commitments not reported in the financial statements totaled $4,458 (in thousands) at June 
30, 2001. 

  
 

Income Taxes 
 

The University is classified as a political subdivision of the State of Michigan under Internal 
Revenue Code Section 115(A) and is therefore exempt from Federal Income Taxes.  
Certain activities of the University, to the extent profitable, may be subject to taxation as 
unrelated business income. 

 
 
 Cash and Cash Equivalents 
 

The University considers all highly liquid investments (including restricted assets) with a 
maturity of three months or less when purchased to be cash equivalents. 

 
 
 Inventories 
 

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

Investments and Marketable Securities 
 

Investments are valued at market.  
 
 
 Capitalized Interest 
 

During fiscal year 2001, total interest cost was $1,240 (in thousands), of which $670 was 
included in investment in plant and $570 was included in expenditures. 
 
 

 Property, Plant and Equipment 
 

The University uses a $2,500 capitalization threshhold.  Physical properties are stated at 
cost when purchased. Other acquisitions are stated at appraised value on date of receipt. 
Repair and maintenance and equipment replacement reserves have been established to 
provide for significant repair and maintenance costs to residences and certain other 
facilities. 
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Depreciation is provided for physical properties on a straight line basis over the estimated 
useful life of the property, as follows: 

   
Classification  Life 
Land Improvements and infrastructure 20 years
Buildings 40 years
Computer Equipment 5 years
Equipment 7 years
Library Books 5 years

 
Revenue and Expense Recognition 

 
The University recognizes revenues net of discounts and allowances, when it becomes 
measurable and available.  All revenues from programmatic sources are considered to be 
operating revenues.  Included in non-operating revenues are state appropriations, 
investment income, and gifts.   The University first applies restricted resources when an 
expense is incurred for purposes for which both restricted and unrestricted net assets are 
available. 
 
 
Scholarship Allowances and Student Financial Aid 
 
Financial aid to students is reported in the financial statements under the alternative method 
as prescribed by the National Association of College and University Business Officers 
(NACUBO).  Certain aid (loans, funds provided to students as awarded by third parties and 
Federal Direct Lending) is accounted for as third party payments (credited to the student’s 
accounts as if the student made the payment.)  All other aid is reflected in the financial 
statements as operating expenses or scholarship allowances, which reduce revenues.  The 
amount reported as operating expense represents the portion of aid that was provided to the 
student in the form of cash.  Scholarship allowances represent the portion of aid provided to 
the student in the form of reduced tuition.  Under the alternative method, these amounts are 
computed on a total university basis by allocating the cash payments to students, excluding 
payments for services, on the ratio of all aid to the aid not considered to be third party aid. 

 
 
 (2) CASH AND INVESTMENTS 
  

Authorizations: The University investment policies are governed and authorized by 
University Bylaws and the Board of Control. 

 
The University utilizes the "pooled cash" method of accounting for substantially all of its cash 
and cash equivalents.  Investment policies for cash and cash equivalents, as set forth by the 
Board of Control, authorize the University to invest, with limitations, in commercial paper 
rated within the two highest classifications of prime as established by at least one of the 
standard rating services. Investments may also be made in securities of the U.S. Treasury 
and Federal agencies, and in time savings accounts. 
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Policies regarding investments and marketable securities as set forth by the Board of 
Control, authorize the University to invest in U.S. Treasury Obligations; commercial paper 
rated within the two highest classifications of prime as established by at least one of the 
standard rating services; or Federal agency securities certificates of deposit issued by FDIC 
insurance banks, FSLIC insured savings and loan associations, or an NCUA credit union 
member; or Eurodollar time deposits in Tier 1, 2, or 3 banks.  

 
Deposits:  
 
The University had no cash and cash held for investments as of June 30, 2001. However, 
the University released checks in excess of the bank balance by $1.7 million as of June 30, 
2001.  Of the total bank balances, $12 (in thousands) at June 30, 2001 was covered by 
federal depository insurance.  The remaining amounts were uninsured and uncollateralized, 
as the University is precluded by state law from collateralizing its deposits. 

  
Investments: 
 
In accordance with GASB Statement No. 3, investments are classified into three categories 
of custodial credit risk. The University’s  investments are not categorized because they are 
not evidenced by securities that exist in physical or book entry form. The University’s 
investments in pooled investment funds are uninsured. 
 
The University has pooled investments invested in a variety of mutual funds managed by 
investment managers. The net decrease in the fair value of investments takes into account 
all changes in fair value (including purchases and sales) that occurred during the year.  
 
Investment loss for the year ended June 30, 2001 is comprised of the following (in 
thousands): 

 
 
Investment income (loss):
 Interest $ 522
 Dividends 799
 Net decrease in the fair 
 value of investments (2,049)

Subtotal ( 728)
 
Investment expenses (24)
 
Total investment loss $ (752)
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The University realized net losses of $620 (in thousands) from the sale of investments in 
fiscal years 2001.  The calculation of realized losses is independent of the calculation of the 
net decrease in the fair value of investments.  Realized losses on investments that 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 value of investments reported in the prior year.  The unrealized net 
losses on investments held as of June 30, 2001 was $1,429. 

 
The returns on investments and marketable securities, excluding the base cash pool reserve 
for the year ended June 30,2001 was as follows: 

 
 

Intermediate fixed income 4.2% 4.0%
Equity investments (14.7%) 14.6%

 
 
(3) CAPITAL ASSETS 

 
The following table summarizes, by major class of asset, the capital asset activity for the 
year ended June 30, 2001 (in thousands): 
 
 Beginning   Ending 
 Balance Additions Disposals Balance 
Land $     8,783 $         10 $         - $8,793
Land improvements and   
   infrastructure 9,221 834 - 10,055
Buildings 175,214 29,289 (69) 204,434
Equipment 82,077 6,455 (4,086) 84,446
Library books 4,431 131 (3) 4,559
Mineral collections 3,093 16 (6) 3,103
Construction in progress      25,489     (25,417)             -   72

Total cost of capital assets    308,308      11,318     (4,164)   315,462
  
Less accumulated depreciation:  
    Land improvements and   
       infrastructure 7,936 99 - 8,035
   Buildings 63,346 4,523 (19) 67,850
   Equipment 61,520 5,366 (4,019) 62,867
   Library books        4,170           93              -       4,263

Total accumulated depreciation    136,972    10,081      (4,038)   143,015
  
Capital assets - net $171,336   $1,237      ($ 126) $172,447

 
 
(4) LINE OF CREDIT 
 

The University has an unused line of credit arrangement with one bank under which it may 
borrow up to $10,000,000. It is set at a variable rate of interest, subject to change daily, that 
is 35 basis points less than the London Interbank Offered Rate (“LIBOR”). There are no 
commitment fees and no unusual conditions associated with this line of credit. 
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(5) NONCURRENT LIABILITIES  
 

Noncurrent liabilities of the University consists of bonds, capital leases, and accrued health 
and liability claims.  The changes in noncurrent liabilities are as shown below (in thousands): 

 
  Beginning  Ending Current
 Balance Additions Reductions Balance Portion
General Revenue Bonds:  
   Variable Rate Demand $21,000    $       - $11,000    $10,000    $         - 
   Refunding Bonds        1,830 -              340     1,490        155

Total bonds payable 22,830 - 11,340 11,490  155
Capital leases 498 75 115 458 118

Total long-term debt 23,328   75 11,455 11,948  273
Accrued Health & Liability 
     Claims, net 4,430 --

 
491 3,939 3,407

  
Total noncurrent liabilities $27,758 $  75 $11,946 $15,887 $3,680

 
 
 Bonds 
 

In fiscal year 1998, the University issued $21 million of General Revenue Variable Rate 
Demand Bonds (“GRVDB”).  Initially priced at 3.45%, the bonds are re-priced weekly.  The 
funds have been used to complete four building projects on campus: the Dow Environmental 
Sciences and Engineering building, the Rozsa Center for the Performing Arts, the Center for 
Ecosystem Science, and the Harold Meese Career Center.  Additionally, proceeds from the 
bonds were used to pay off the balances on the University Images loan and the Harold 
Meese Career Center mortgage. Annual debt service requirements begin in 2015.  
 
The GRVDB issue is collateralized with a $10 million letter of credit through the Bank of 
America.  The letter would only be used if the bonds become unmarketable. 

 
In fiscal year 1994, the University defeased in substance the 1989 issue of General 
Revenue Bonds with an issue of General Revenue Refunding Bonds valued at $3,585 (in 
thousands).  These bonds bear interest at 2.80% to 5.10% and mature at various dates 
through 2008.  As of June 30, 2001 the defeased bonds outstanding were $1,335. 

 
 Capital Lease Obligations 
 

The University has entered into capital lease agreements for the purchase of office 
equipment and telecommunication switch equipment. 
 
Scheduled maturities of noncurrent liabilities are as follows for the fiscal year ending June 
30 (in thousands): 

   
 

Fiscal Year
 

Bonds 
Capital
Leases

 
Total 

2002 $    155 $ 118 $ 273 
2003 165 118  283 
2004 170 109  279 
2005 180 91  271 
2006 190 22 212 
Later Years    10,630       0- 10,630 

Total $11,490 $ 458 $11,948 
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(6) POST-EMPLOYMENT BENEFITS 
 

The University offers participation in one of two retirement plans for all qualified employees: 
the Michigan Public 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 
Employees' Retirement System Plan (the "Plan").  Due to State of Michigan House Bill 
HB4047, University employees hired after December 31, 1995 can no longer participate in 
this retirement plan, unless they were previously enrolled in the plan at the University or one 
of the other six universities that are part of MPSERS. 

 
During fiscal year 1997, the University implemented the funding policy changes finalized by 
MPSERS.  An actuarial valuation was prepared for MPSERS that separated the Plan into 
two components – university members and all other members.  The valuation determined 
the university members’ portion of plan assets and unfunded actuarial accrued liability 
(“UAAL”).  The new funding policy calls for continued contributions for active members at 
6.85% of member payroll.  To fund the costs of the UAAL over the next forty years, the 
University will make additional contributions at a rate that will be determined annually. The 
fiscal year 2001 rate was 1.36%.  The University is also required to pay a $169,600 monthly 
supplemental contribution for retiree health care benefits.  
 
The TIAA-CREF Plan is a defined contribution retirement plan.  All employees, who work at 
least 3/4 time are eligible to participate in the TIAA-CREF plan. For employees hired after 
December 31, 1995 employer contributions begin two years after date of hire or age 35 
whichever is sooner. Employee benefits vest immediately. The University contributes a 
specified percentage of employee wages and has no liability beyond its own contribution.  
 
Contributions and covered payroll under the plans (excluding participants' additional 
contributions) are summarized as follows (in thousands) for the year ended June 30, 2001: 
 

  

University contributions to MPSERS $  1,155  $ 1,129

MPSERS retiree health insurance 1,899 1,561

MPSERS unfunded pension costs 72 45

Payroll covered under MPSERS 14,001 14,078

University contributions to TIAA-CREF 5,558 5,121

University contributions to TIAA-CREF supplemental 18 459

Payroll covered under TIAA-CREF 42,647 40,126
 
The University subsidizes a medical benefits plan for TIAA-CREF eligible University 
employees who have or will have retired from October 19, 1992 through June 30, 2006. The 
University recognizes the cost of providing this benefit on a pay-as-you-go basis, which is 
included in the current funds’ expenditures.   
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During 1997, the Board approved a change in the plan’s benefits. During 2001, the 
University matched the participating employee’s 2% of salary contribution to the employee’s 
TIAA-CREF retirement annuity. 

 
From 2002 to 2006, the retired employee’s contribution for health care benefits will increase 
from 50% to 100%.  The University’s subsidy will likewise decrease for fiscal year 2007 and 
beyond because retired employees will be responsible for 100% of their health care costs.  
Retirees can pay for their coverage with their annuity. 

 
(7) LIABILITY AND PROPERTY INSURANCE 
 

The University participates in the Michigan Universities Self-Insurance Corporation 
(“MUSIC”), which provides indemnity to members against auto, comprehensive general 
liability, errors and omissions, and property losses commonly covered by insurance.  MUSIC 
also provides risk management and loss control services and programs. 

 
Loss coverages are structured on a three layer basis with each member retaining a portion 
of its losses, MUSIC covering the second layer of losses and commercial carriers covering 
the third layer.  Comprehensive general liability coverage is provided on an occurrence 
basis; errors and omissions coverage is provided on a claims made basis. 
 
In the event of excess assets, MUSIC will either return the surplus, credit the surplus toward 
future payments or provide for increased coverages.  Recommended reserves for both the 
corporation and each member are actuarially determined on an annual basis. The 
corporation will be self-sustaining through member payments and will purchase commercial 
coverage for claims in excess of established annual limits for each line of coverage.  
Members may fund their respective reserves as they deem appropriate. 

 
Premiums are assessed annually for (1) insurance risks retained by MUSIC, (2) costs 
related to excess coverage and (3) general and administrative expenses. 
 

 
(8) UNIVERSITY SUPPORT ORGANIZATIONS 
 

The Michigan Tech Fund (“MTF”) is an independent nonprofit corporation formed for the 
exclusive benefit of the University.  MTF is a tax exempt support organization engaged in 
traditional fund raising programs.  The accompanying financial statements do not include the 
net assets of MTF. The most recent audited MTF financial statements are as of June 30, 
2001.  The net assets of the MTF were $82.2 million.  Included in the net assets above, MTF 
had an endowment of $27.1 million.  Contributions by the MTF on behalf of the University 
approximated $9.2 million. 
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(9) COMMITMENTS AND CONTINGENCIES 
 

The University has internally funded reserves for certain employee benefits.  Accrued 
liabilities are generally based on actuarial valuations and represent the present value of 
unpaid expected claims, including estimates of claims incurred but not reported. 

 
In the normal course of business, the University is named party to various legal actions.   
Historically, the University has not experienced significant losses from such actions.  After 
taking into consideration legal counsel’s evaluation of pending actions, management 
believes the resolution of these matters will not have a material adverse effect on the 
University’s financial position or results of operations. 
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