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Letter from the President 

INDIANA STATE UNIVERSITY I 

I 

financial report 
2001-2002 

I am pleased to present the Indiana State University financial 
report for the fiscal year ended June 30, 2002. As will be quickly 
apparent, the form of this year's report is considerably different 
from the report of previous years. In compliance with the 
requirements of the Government Accounting Standards Board, the 
new reporting format more closely compares with financial reports 
of the private sector, rather than the previous "fund accounting" 
methodology. We are now providing, specifically: 1) a Statement of 
Net Assets; 2) a Statement of Revenues, Expenses, and Changes in 
Net Assets; and 3) a Statement of Cash Flows. These statements 
compare in form to the Balance Sheet, Income Statement, and 
Statement of Cash Flows utilized by private sector companies. I 
hope you will find the new reporting format easier to review and 
analyze. To further aid the statement review, our prior year's 
financial data has been reformatted to facilitate comparison. I 
want to give credit to Gregg Floyd and his staff in Business Affairs 
and Finance for this new presentation format. 

Also included in the new reporting format is a "Management 
Discussion and Analysis" section, which provides further insight to 
the information reported. I encourage you to read this material 
carefully as you consider the statements presented. 

At Indiana State University, we recognize our overriding 
responsibility to our students, employees, citizens, and state 
lawmakers to prudently manage the resources of our University. I 
believe this report is a testament to both the efficient use of 
resources during the past year and to the financial strength that is 
brought forward to the coming years. As we realistically evaluate 
the state and national economies, the financial strength of our 
University will be crucial to our pursuit of excellence during the 
coming biennium. · 

Finally, as a comprehensive public institution, we recognize and 
appreciate the support we receive from the State of Indiana toward 
providing quality education for our students, most of whom are 
Indiana residents. Through this support, we view with pride the 
valued services we provide to our state and its citizens. 

W. BeJ.~:Y!J~~ 
President 
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STATE OF INDIANA 
AN EQUAL OPPORTUNITY EMPLOYER 

INDEPENDENT AUDITORS' REPORT 

STATE BOARD OF ACCOUNTS 
302 WEST WASHINGTON STREET 

4TH FLOOR, ROOME418 
lNDIANAPOUS, INDIANA 46204-2765 

Telephone: (317) 232-2513 
Fax: (317) 232-4711 

Web Site: www.state.in.us/sboa 

TO: THE OFFICIALS OF INDIANA STATE UNIVERSITY, TERRE HAUTE, INDIANA 

We have audited the accompanying basic financial statements of Indiana State University, a component 
unit of the State of Indiana, as of and for the years ended June 30, 2002 and 2001. These financial 
statements are the responsibility of the University's management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements 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 significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion the financial statements referred to above present fairly, in all material respects, the 
financial position of Indiana State University, as of June 30, 2002 and 2001, and the changes in its financial 
position and its cash flows for the years then ended in conformity with accounting principles g~nerally 
accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated November 14, 
2002, on our consideration of Indiana State University's internal control over financial reporting and our tests of 
its compliance with certain provisions of laws, regulations, contracts and grants. The report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be read in conjunction 
with this report in considering the results of our audit. This report will be issued in the University's Single Audit 
report prepared in accordance with OMB Circular A-133. 

The Management's Discussion and Analysis (MD&A) is not a required part of the basic financial 
statements but is supplementary information required by the Governmental Accounting Standards Board. We 
have applied certain limited procedures, which consisted principally of inquiries of management regarding the 
methods of measurement and presentation of the supplementary information. However, we did not audit the 
information and express no opinion on it. 

STATE BOARD OF ACCOUNTS 

November 14, 2002 
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Indiana State University 

Management's Discussion and Analysis 

Introduction 

The following discussion and 
analysis provides an overview of the 
financial position and activities of 
Indiana State University (the 
University) for the year ended June 30, 
2002, along with selected comparative 
information for the restated yea r ended 
June 30, 2001. T his discuss ion has 
been prepared by management and 
shou ld be read in conjunction with the 
financial statements and the notes that 
follow this section. 

The Un iversity is a comprehensive 
public institution of higher learning 
located in Terre H aute, Indiana with 
11,321 students and 525 full rime 
facu lty members. The University offers 
a diverse range of degree programs from 
baccalaureate to post-doctoral levels, 
through a framework of 47 
departmental units in six schools, a 
college, and divisions, and contributes 
tO the state and the nation through 
related research and public service 
programs. The University employs 
more than 1,780 people. 

Using the Financial 
Statements 

The Univers ity's financial report 
includes three financial ratements: (I) 
the Statement of Net Assets; (2) the 
Statement of Revenues, Expenses, and 
C hanges in Net Assets; and (3) the 
Statement of Cash Flows. In June 
1999, the Governmemal Accounting 
Standards Board (GA B) released 
Statement No. 34, Basic FinanciaL 

Statements and Management's Discussion 

and AnaLysis jo1· State and LocaL 

Governments. T hese statements are 
prepared in acco rdance with GASB 
principles. The University adopted 
GASB Statement No. 34 and GASB 
Statement No. 35, Basic FinanciaL 

Statements-Management's Discwsion 

and AnaLysis-for PubLic CoLLeges and 
Urtiversities, as amended by GAS B 

Sta tements No. 37, Basic FinanciaL 

tatemwts- a11d A1rwagemwt's 

Discussion and A11afysis--jor State and 
LocaL Governments: Omnibus-an 

amendment of GA B Statements No. 
21 and No. 34, and GASB tatement 
No. 38, Certrtin FinanciaL Statemmt 

Note Disclosures, and applied those 
standards o n a retroa rive bas is to the 
2001 financial statements. These GASB 
pronouncements require the financial 
statements be presented o n a 
conso lidated basis to focus on the 
University as a whole, with resources 
classified for acco unting and reporting 
purposes in to four net asset catego ri es. 
T he fin ancial statements differ 
significantly in both the fo rm and 
acco unting practices utili zed . The 
financial statements pre ented in prio r 
years fo u ed on the acco untability 
within spe ific traditional fund groups. 



( ldltl signdlt.tllt t h.tnw·s to the 
IJn.tntl .li .\t.llt·mcnts .li t' ,,, I(JI Iow.\: 

• Rcvenuc ,IIHit·xpl' ll \es .llT now 
t.t1eg01 it.ed .t.s either operating or 
non-opcraring. Previo u~ l y. ~ 

lllt'.I~Ltle of' opcr;tti o n ~ wa~ not 
prc.\Cilled . .'lignifica nt rccurring 
\OU IU 'S or the Univl'l'~ it y\ revenue~. 

including state ap propria ti ons, gifts, 
and inve.s tment income (loss) are 
now considncd non operatin g, a~ 
defined by the CASB Srau.: ment No. 
35. No n-operating revenue~ totaled 
$96.6 million and $96.9 milli on for 
th e year~ ended June 30. 2002 and 
200 I, rcspe ti ve ly. 

• A change in th e Univcrsiry's 
accou nting po li y for apitalization 
of as cts resulted in a write-of( 
tOta ling $6. 1 million for the yea r 
ended June 30, 2002. 

• Unexpended cash adva n e~ rece ived 
fo r sponsored programs arc reco rd ed 
as deferred revenu e. 'u h deferred 
revenu es tota led $5.8 mi ll ion and 
$ 1.4 million at Junc .3 0, 2002 and 
200 I, respecti ve ly. The major 
portion of the in rease in deferred 
revenues :H June 30, 200 2 was the 
res ulr of a $4.3 million Lill y granr. 

• Scholarships and f'c ll owship applied 
to studenr :tc ounts arc now shown 
as a reduction of student tuition and 
rc. idcn e fee rcven ues, whil e stipend · 
and ot her payments made directl y to 

students ont i n uc to be presented as 
scholarship and fell owship expenses. 
For the yea rs ended Jun e 30, 2002 
and 200 I, sc holarships and 
fellowsh ips allowances totaled $ 18. 1 
million and $ 16.4 million , 
respective ly. 

One or tbc moH important qu es tions 
asked about University llnances is, " Is 
the University a~ a whole better or 
wo rse financially as a result of the yea r's 
ac ti viti es?" ThL· .tmwer to that qu es tion 
i~ found in the Stattml'nt of' Net Assets; 
St,llement of' Revenues, Expenses, and 
Clungcs in Net A~sets; and the 
St.Hemcnr of C.tsh Flow~. These 

~ l <llei11L' Ill s JHe~cn t financial inftllmation 
in ,1 form ~ imil :u to th .tt usl'd by 
co lp<H <Hion~ . The Univn~ity'~ net a .\~e t~ 

(th e difference bl' twecn asset~ and 
I iabi I it ics) a rl' one i nd i aro r of' the 
Univer~ity's finan ial condition at the 
close of th e fiscal year. Over tim e, 
i n c reasc~ or d ecrease~ in ncr assets as 
rcnected in the Sta tement oF Revenues, 
Expe nse~ . and hangcs in Net Assets 
arc indicato rs or the improvement or 
erosion oF the Univer ity's fin ancial 
co ndition. All fin ancial tate ments 
should be onsidered with non-fin ancial 
facts su h as enrollm ent leve ls, the 
ondition of the fac iliti es, and ex tern al 

e onomic f'acrors. 

Financial Highlights 

The Un iversity's new $ 16.8 million 
Power Plant was placed imo se rvi c 
during th e fi sca l yea r. 

' onstruction on the $6.7 mi lli on 
Landsbaum 'enter For Hea lth 
Edu ca ti on was started thi s yea r with 
ex pected ompletion in 2003. 

G rant and con tract revenues 
increased during the year by $ J. I 
million to $2 1.9 mi llion at June 30, 
2002. G rowth in rhis area was the 
re ulr or increases in tudenr finan cial 
aid and grant act iviry. A $4.3 million 
grant was received from the Lilly 
Endowment 's omm uniry Alliances to 

Changes in Net Assets (Summary) 
(in millions) 

Total revenues 
Total expenses 

Net income before asset write-down 

11romote Education (CAPE) Program to 
provide access ro the Int ernet from 
Sullivan 'ounry high schools, and the 
ounty'~ mai n publi c library and 

co mmunity lea rning center. 
The Universiry's fin ancial position 

remained srrong ar June 30, 2002, with 
asscrs of' $329.7 million and li abiliti es of 
$ 102.6 million. Ncr a sets, which 
rep resent interest in the Universiry's 
assets after li abil iti e are deducted, 
increased by $2.8 milli n in fi ~ca l 2002 
to $227. 1 million at June 30, 2002, as 
co mpared to the in c rea~e in net assets at 
June 30,2001 of'$ 16.9 milli n. The 
increase in assets for 2002 was much 
less than 2001 due ro the $4.5 million 
reduction in state capital appropr iations 
for 2002 and a cumulative change in 
the capitaliza tion poli cy resulting in the 
write-off of' $6. 1 million in previously 
capitalized asset (as fu lly desc ribed in 
the "Notes" ro the fin ancial ratemenrs). 
Increases in utilities tor natural gas oF 
$ 1.3 mi lli on, addit ional depreciation 
expense of' $1.5 million, and expensing 
items that had previou. ly been 
apita lized of $ 1.7 million al o redu ced 

the in crease in as ets for 2002. 
hanges in net asset represenr the 

fln an ial activities of' the Univer iry, 
which results in revenues, ex penses, 
ga ins, and los es, and are summarized 
For the years ended June 30, 2002 and 
200 I as fo ll ows: 

Restated 
2002 2001 

s 176.2 s 172.2 
(167.3) (155.3) 

8.9 16.9 
Assets under capitalization level write-down (6.1) 

Increase in net assets s 2.8 s 16.9 



Statement of Net Assets 

The Statement of Net Assets presents 
the financial position of the University 
at the end of the fiscal year and includes 
all assets and liabilities of the University. 
The difference between rotal assets and 
rota! liabilities is the net assets, which is 
one indicaror of the current fin ancial 
condition of the University. Changes in 
net assets is an indicaror of whether the 
overall financial condition has improved 
or worsened during the year. Assets and 
liabilities are generally measured at 
hisrorical val ues in accordance with 
generally accepted accounting 
standards. One notable exception is 
investments, which are recorded at fa ir 
market value as of the date of the 
tlnancial statements. A su~marized 
comparison of the University's assets, 
liabilities, and net assets at June 30, 
2002 and 2001 is as follows: 

Statement of Net Assets (Summary) 
(in millions) 

Current assets 
Noncurrent assets: 

Deposits with bond trustee 
Notes receivable 
Other long-term investments 
Capital assets, net 
Other 

Total assets 

Current liabilities 
Noncurrent liabilities 

Total liabilities 

Net assets 

A review of the University's 
Statement of Net Assets at June 30, 
2002 and 2001 indicates that the 
University continues ro build upon its 
strong foundation. This financial 
health reflects the prudent utilization of 
its financial resources, including carefu l 
cost contro ls, conservative utilization of 
debt, and adherence ro its long-range 
capital plan for the maintenance and 
replacement of the physical plant. 

Current assets consist primarily of 
cash, operating investments, and 

accounts receivable, which rotaled $58.5 
million at June 30, 2002, as compared 
ro $64.1 million at June 30, 2001. 
Short-term investments for current 
operations totaled $5.5 million at June 
30, 2002, and $20.4 million at June 30, 
2001. The decrease in shorr-term 
investments was due in parr ro the State 
of Indiana withholding one month's 

appropriation (which represents $6.6 

Restated 
2002 2001 

s 58.5 $ 64.1 

3.9 4.4 
5.9 5.6 

39.6 26.4 
220.9 227.3 

0.9 0.9 

s 329.7 s 328.7 

26.1 21.8 
76.5 82.6 

$ 102.6 $ 104.4 

s 227.1 s 224.3 

million). In response ro declining tax 
revenues, the state legislature pa sed a 
budget bill which allowed the state 
Budget Agency the option ro distribute 
on ly eleven-twelfths of the budgeted 
2002 state app ropriations. T he Budget 
Agency elected not ro distribute the 
twelfth payment, which was scheduled 
robe paid out in June 2002, and a 
receivable was estab lished For the 
withheld payment. T he University also 
shi fted short-term investments (short
term investments For reporting purposes 
are those maturing in one year or less 
From date of purchase) ro long-term 
investments (long-term investments for 
reporting purposes are any investments 
that exceeds one year) ro maximize 
yields on in vestments. Accou nts 
receivab le net of allowance for bad debt 
was $10.6 million at June 30, 2002, and 
$2.4 million at June 30, 200 I . The 
major increa e in receivables was due to 
recording the receivable from the State 
oflndiana for one month's 
appropriat ion of $6.6 million. 

Current liabi lities include acco unts 
payable and accrued compensation, 
which rotaled $7.4 million ar June 30, 
2002, as compared ro $7.6 million for 
June 30, 200 1. Current li abi lities also 
include deferred revenue, other 
liab ili ties, and the current portion of 
long-term debt. Total current li abiliti es 
increased by $4.3 million ro $26. 1 
million at June 30, 2002. The increase 
in current li abi liti es was due ro an 
unexpended cash advance of $4.3 
million from a grant whi ch was treated 
as deferred revenue at June 30, 2002. 

Capital and Debt Activities 

An important element in continuing 
the quality of academic programs, 
research activiti es, and student 
residential life is the susta ined 
development and renewal of the 
University's cap ital assets. The 
University continues ro implement its 
Campus Master Plan with new 
construction , renovation , and 
modernization of existing facilities. 

The University's new Power Plant 
was placed in service during the fiscal 

5 



re.lr. ' f he$ I (> .H m11f1on plant provides 

ht·.H ro ·i 'i huildang~ and •~ expected ro 

impnm: energ} dlle~ency by 

.lpprm.am ;Hth I 'l percent while 

rc::ducang t.: ma~'•ons by about I .4 million 

pounds per year. rhe building a l ~o 

prO\ ides srudenrs with a working 

laboraroq demonstrating the operations 

of a power planr. 

onsrrucrion on the $6.7 million 

Landsbaum Cenrer for Health 

Education was starred in 2002 with 

expecred completion in 2003. The new 

center is a cooperative partnership 

among Union Hosp ita l's Midwest 

enrer for Rural Health, the Indiana 

Stare University School of Nursing, and 

the Indiana University School of 

Medicine with the partners sharing in 

rhe costs of the projecr. The 34,000-

square-foor bui lding will incorporate 

the latest technology and will include a 

150-sear lecture ha ll , classrooms, 

examination rooms, study areas, and 
offices. 

As part of the long-term goals of 

modernizing classrooms and 

laboratOries, the University made over 

The University's new Power Plant 

$1 million in upgrades ro science 

laboratories during the year. 

With rhe retirement of rhe tudenr 

Health Cenrer Bonds of 1974 and other 

debt payments, a total of $6.9 mi ll ion 

of debt was retired during rhe year. 

Outstanding long-term debt roraled 

$81.9 million and $88.8 million at June 

30, 2002 and 2001 , respectively. 

The University continues to work 

aggressively to manage its financial 

resources effectively, including the 

issuance of debt to finance capital 

Net Assets (Summary) 
(in millions) 

projects. As of June 30, 2002, the 

University received a credit raring of 

(Al) by Moody's Investors ervice and a 

credit raring of(AAA) by Standards & 
Poors. 

Net Assets 

Net assets represent the residual 

value of the University's assets after 

liabilities are deducted. The University's 

net assets at June 30, 2002 and 200 l are 
summarized as follows: 

Restated 
2002 2001 

Invested in capital assets, net of related debt $ 139.0 $ 138.5 
Restricted : 

Nonexpendable 0.9 0.9 
Expendable 20.5 23 .7 

Unrestricted 66.7 61.2 

Total net assets $ $ 224.3 



Net assets invested in capita! assets, net 

of related debt, represent th e University's 
capical assets, net of accumulated 

depreciat ion, and outstanding principal 
balances of debt, attributable to the 

acqu isition, construction , or 
improvement of these assets. 

Restr icted nonexpendable net assets 
are funds held for scholarships and 

fellowships. Restricted expendable net 
assets are subj ect to externally imposed 

restrictiow govern ing their use. 
Restricted expendable net assets include 

funds for research, and funds limi ted to 

construction and renovation. The 

restricted portion of long-term debt and 
debt service is made up of reserves 

mandated by the bond agreements, 
which state that reserves must be 

maintained until the issue i retired. 

Although unrestricted net assets are 

not subject to externally imposed 

stipulations, all of the University's 
unrestricted net assets have been 

internally designated for vario us 

ongoing needs of the University 

including debt service, capita l projects, 

University initiatives, benefit claims, 
technology improvements, and 

academic and admin istrative activities. 

Statement of Revenues, 
Expenses, and Changes in 
Net Assets 

T he Statement of Revenues, 
Expenses, and C hanges in Net Assets 
presents the U ni versity's results of 

operations. A summarized comparison 
of the University's revenues, expenses, 
and changes in net assets for the years 

ended June 30, 2002 and 200 1 is as 
follows: 

One of the University's greatest 
strengths is its diverse stream of 
reve nues, which supplement student 
fees, incl udin g vo luntary private 

support !rom individuals, foundations, 
and corpo rations, alo ng with 

governme nt and other sponso red 
programs, state appropriations, and 
investment income. T he University has 

in the past and will continue ro seek 
funding aggressively from all possible 
so urces consistent with its mission, to 

Revenues, Expenses, and Changes in Net Assets (Summary) 
(in millions) 

Restated 
2002 2001 

Operating revenues: 
Tuition and fees (net of scholarship 

allowances of $11 . 3 for 2002 and 
$12.2 for 2001) $ 30.7 $ 25.4 

Sponsored programs 21.9 20.8 
Auxiliary enterprises fees and services 

(net of scholarship allowances of 
$6.8 for 2002 and $4.2 for 2001) 22.0 23.7 

Other 4.9 5.3 

Total operating revenues $ 79.5 $ 75.2 

Operating expenses (167.3) (155.3) 

Operating loss $ (87.8) $ (80.1) 

Non-operating revenues (expenses): 
State appropriations 85.1 83.0 
Investment income (net of investment 

expenses of $105,642 for 2002 and 
$101 ,407 for 2001) 4.4 5.9 

Capital appropriations 1. 5 5.9 
Capital grants and gifts 2.5 

Other non-operating revenues 3.2 2.2 

Net non-operating revenues $ 96.7 $ 97.0 

Change in accounting policy (Note 3) 
Assets under capitalization level written off $ (6.1) $ 

Increase in net assets 2.8 16.9 
Net assets, beginning of year 224.3 207.4 

Net assets, end of year $ 227.1 $ 224.3 
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\lll'l'krrwnt .\ tutknt tuition, ,tnd to 

111;111.1gc: prtrdt·ntly the: fin .111 ci;rl 
rt'\otiiU'.\ rl·. rlitc:d from thc:.\c: dl(J rt~ to 
fund us opl·r.!ling au i vi t ic:~. 

Th e: following is a graphic 
illu.\tration of' rc:venuc:5 by ~o urce (ho th 
ope rati ng and non-opera ting), which 
are used to f'und the Uni versi ty'5 
operat ing activ itic:s tor the: year c: nded 

Operating Revenues 
45% ($79,524,481) 

Total Revenues 

Other operating revenues 
3% ($4,916,069) 

Auxiliary enterprises 
fees and services, net --tl~ 

12% ($22,005,036) 

Federal, state, local , and 
private grants and contracts 

12% ($21 ,929 ,002) 

Tuition and fees, net 
18% ($30,674,374) 

June 30, 2002. Please: note that 
signi fi cant recurring 50 UrCt:5 of' th e: 
Univnsity's revenues, including sta te 
app ro priat ions, are con ~i d crcd non
ope rating as dc:finc:d by CASB 
Statement No. 35. 

....._ State appropriations 
49% ($85, 139. 702) 

Investment income, net 
~ 2% ($4,392,892) 

Other non-operating revenues 
=------'!!!!!!!!!!!!!!!!!!!!!J --- 4% ($7, 110,099) 

The following is a grap hi c 
illustration or total ex penses by object: 

Total Expenses 

Scholarships and fellowships 
2% 

($3,503,819) 

Utilities 
4% 

($6,091 , 115) 



Tuirion and srare appropriations are 
rhe primary sources of funding for rhe 
University's academic programs. 
Srudent mirion and fees, ner of 
allowance for scholarships and 
fellowships, increased $5.3 million w 
$30.7 million in 2002. Ge neral sra re 
appropriatio ns increased $2.1 million w 
$85.1 million for 2002. 

The Un iversity continues to make 
revenue diversification, along wirh cosr 
conrainment, an ongoing efforr. T his is 
necessary as rhe University conti nues w 
face significant financial pressure, 
particularly in rhe areas of 
compensation and benefirs, which 
represenr 62 percent of wral expenses, 
as well as in rhe areas of rechnology and 
. . 
mcreases 111 energy cosrs. 

A compararive summary of rhe 
University's expenses for rhe years ended 
June 30, 2002 and 200 1 is as follows: 

Operating Expenses 
(in millions) 

Operating: 
Compensation and benefits s 
Supplies and services 
Utilities 
Scholarships and fellowships 
Depreciation 

s 
Non-operating: 

Assets under capitalization level 
written off s 

Total expenses s 

Restated 
2002 2001 

103.3 s 99.2 
43.4 38.9 

6.1 4.8 
3.5 2.8 

11.0 9.6 

167.3 s 155.3 

6.1 s 
173.4 s 155.3 
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i"IH· tt·sourct·.s rxpended fi11 
Ulmpt:n\,tllon and benefits incrca~nl by 
$4.1 millton 10 $ 105. ~ milli on in 2002. 

Jn 2002, the Univer~i ty changed 
Gtpita li 'latton guiddin c~. in crt:a~ ing the 
threshold for ctpita liza ti on. Under the 
ncw guidelines , capita li r::n ion of 
movcablc equ ipment increased from 
$500 to $2,"i00, and building 
improvement~ in rcased from $25,000 
to $50,000. The ch,tn gcs resulted in 
writing off 15,770 a~oets wi th a COSt 
basis of$ 19.5 million and accumulated 
depreciation of$ 13.4 m iII ion, 
produ ci ng a net rcdu ti on or $6. 1 
million in net assets. 

In addition to their nawral (object) 
class ifi cation, it is also informative to 
review operating expenses by function. 
A summary of the University's ex penses 
by functional classifl arion for the year 
ended June 30, 2002 is as follows: 

Expense by Function 
(in millions) 

Operating: 
Instruction 
Research 
Public service 
Institutional and academic support 
Student services 
Auxiliary enterprises 
Operations and maintenance of plant 
Depreciation 
Scholarships and fellowships 

Total expense 

$ 58.6 
9.3 
0.8 

29.8 
7.2 

22.5 
23.9 
11.0 
4.2 

$ 167.3 
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Statement of Cash Flows 

T he Statement of Cas h Flows 

provides additio nal information about 

the University's finan ial results, by 

reporting the major sources and uses of 

cash. A comparative summary of the 

Statement of ash Flows for the years 

ended June 30, 2002 and 200 l is as 

follows: 

For purposes of the St.uemen t of 
'ash Flows, the Uni ve rsity considers all 

hi ghly liquid in vestments with an 

o ri gi nal maturity of three months or less 

to be cash equivalents. Fu nds invested 

in the ommo n Fund are co nsidered 

·ash equivalents. The University's cash 

and cash equivalents increased $2.6 
million due to the positive flow oHunds 
provided by noncapiul finan tng 

Statement of Cash Flows (Summary) 
(in millions) 

Restated 
2002 2001 

Cash received from operations $ 103.3 $ 90.1 
Cash expended for operations (173.6) (160. 5) 

Net cash used in operating activities (70.3) (70.4) 
Net cash provided by noncapital 

financing activities 79 .1 83.3 
Net cash provided by investing activities 6.7 25.8 
Net cash used in capital and related 

financing activities (12.9) (8. 1) 

Net increase in cash and cash equivalents 2.6 30.6 
Cash and cash equivalents, beginning of year 35.3 4.7 

Cash and cash equivalents, end of year $ 37.9 $ 35.3 

.11: 
act ivities in support of operat in g 

activities. T he Univer icy's so urces of 

cash provided by noncapira l financial 

activiti es, as defi ned by GA B 

tatement No. 35, were state 

appropriations for whi ch ca h received 

to taled $78.7 million in fiscal 2002, and 

$82.8 million in fiscal 200 1. 

Economic Factors that 
Will Affect the Future 

Loo l ing roward the future, 

man~lgement believes rh at the 

Uni versity is well positio ned to continue 

its strong financial condition and leve l 

or excellence in scrvi e to stud ents, the 

resear h om munity, the tate or 
Ind iana, and the nation. 

During the past ye.1r, enro llment Ius 

increased tl vc percent. Addit ionall y. 

efTorrs to en han ce studem success 

through specia lized programs have 

resulted in higher reten tio n and 

gradua ti o n rates. T he University's 

SU ess in recruitment and retention of 

main am pus students has placed 

additional financial pressures o n 

reso urces due to the State of Indiana's 

stable enro llment funding policy. 

Under this poli y, state appropriations 

are not dire rly in remented o n a per 

student basis; therefore, as enro llm ent 

rises , expenses associated wit h that 

growth must be offset through 

additional tuition revenue or internal 
reall ocation ·. 

A crucial element to the University's 

future wi ll continue to be its 

relatio nship with the State of Indi ana. 

The state ha expericn ed decrea ed 

revenues in the pa L seve ral yea rs, 

resulting from a decline in the sta te's 

economy. As the University wo rks to 

manage student fees whi le o ntinuin g to 

provide an outstanding co ll ege 

education. rhe state appropriatio n 

(which is 49 per ent of the University's 

revenue) is the si ngle largest revenue 

source for the University. There is a 

direct relationship between sta te 

support and the University's ab ili ty lO 

contro l fee growth when stare 

app rop ri ations decline. The University 

will continue to seek ways ro diversify 

revenue sources that ca n be used ro 

suppl ement tudent fees. 

While it is nor possible to reli ab ly 
predict the stare's abili ty to provide 

support to Indi ana State University, 
man agement believes that the 

University's fin ancial co ndition is stro ng 

enou gh to weather foreseeable economic 
cond itions. 
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Statement of Net Assets 
06/30/2002 and Restated 06/30/2001 

Restated 
2002 2001 

. ·----
Assets 
Current Assets 

Cash and cash equivalents $ 37,854,694 $ 35,246,516 
Short-term investments 5,541,432 20,433,709 
Accrued interest 1,358,742 2,153,090 
Accounts receivable (net of allowance of $3,499,036 

for 2002 and $4,074,018 for 2001) 10,637,841 2,408,605 
Grants receivable 1 ,440, 922 1,990,649 
Notes receivable, current portion 1) 147,695 1,155,781 
Prepaid expenses 386,902 318,685 
Inventories 195,988 421 ,859 

Total current assets $ 58,564,216 $ 64,128,894 
Noncurrent assets 

Endowment investments- held in trust $ 866,221 $ 903,117 
Deposits with bond trustee 3,922,725 4,369,210 
Notes receivable, noncurrent portion (net of allowance 

of $743,848 for 2002 and $741,669 for 2001) 5,892,786 5,651,246 
Other long-term investments 39,603,864 26,377,179 
Capital assets (net of accumulated depreciation of 

$180,884,488 for 2002 and $186,788,167 for 2001) 220,886,549 227,289,763 
Total noncurrent assets $ 271,172,145 $ 264,590,515 

Total assets $ 329,736,361 $ 328,719,409 
Liabilities 
Current liabilities 

Accounts payable $ 2,584,715 $ 2,760,458 
Lease payable 7,061 
Accrued payroll and deductions 4,816,945 4,881,993 
Deferred revenue 5,770,334 1,418,716 
Funds held in custody for others 925,555 568,784 Other liabilities 3,374,309 2,859 ,953 Bonds payable 5,205,000 5, 755,000 Notes payable 1,000,000 1 '155,291 Long-term liabilities, current portion (Note 6) 2,442,965 2,390,157 

Total current liabilities $ 26,119,823 $ 21,797,413 
Noncurrent liabilities 

Bonds payable $ 67,450,000 $ 72,665,000 Notes payable 8,196,710 9,196,710 Compensated absences 861 ,980 737,109 
Total noncurrent liabilities $ 76,508,690 82,598,819 

Total liabilities $ 102,628,513 $ 104,396,232 
Net Assets 
Invested in capital assets, net of related debt 
Restricted for: 

$ 139,034,840 $ 138,494,529 

Nonexpendable: 
Scholarships and fellowships 

Expendable: 
$ 866,221 $ 903,117 

Research and other grants 1,555,931 3,127,806 Capital projects 8,645,385 10,666,363 Loans 9,381,539 8,946,843 Debt service 953,497 943,229 Unrestricted 66,670,435 61,241,290 
Total net assets $ 227,107,848 $ 224,323,177 

12 The accompanying notes to the financial statements are an integral part of this statement. 



Statement of Revenues, Expenses, and Changes in Net Assets 
For the Year Ended June 30, 2002 and Restated June 30, 2001 

Restated 
2002 2001 

-----
Operating Revenues 

Tuition and fees (net of scholarship allowances of 
$11 ,262 ,657 for 2002 and $12,244,546 for 2001) $ 30,674,374 $ 25 ,420,064 

Federal grants and contracts 10,187,445 8,096 ,016 
State and local grants and contracts 8,596,017 8,124,279 
Nongovernmental grants and contracts 3,145,540 4,569,81 5 
Auxiliary enterprises fees and services (net of scholarship 

allowances of $6,817,655 for 2002 and $4,201 ,326 for 2001) 22 ,005 ,036 23 ,710,926 
Other operating revenues 4,916,069 5,287,052 

Total operating revenues $ 79 ,524,481 $ 75 ,208,152 
Expenses 

Compensation and employee benefits $ 103,278 ,426 $ 99 ,179,565 
Supplies and expenses 43 ,371 ,330 38,892,338 
Utilities 6,091 ' 115 4,761 ,033 
Scholarships and fellowships 3, 503,819 2,848,301 
Depreciation 11 ,045 ,425 9,584,497 

Total operating expenses $ 167,290 ,115 $ 155,265,734 

Operating loss $ (87,765,634) $ (80,057,582) 

Non-Operating Revenues (Expenses) 
State appropriations $ 85 ,139,702 $ 83 ,014 ,853 
Gifts 444,235 559,603 
Investment income (net of investment expenses of 

$105,642 for 2002 and $101 ,407 for 2001 ) 4,392 ,892 5,917,965 
Other non -operating revenues 1,633 ,392 1 ,563 ,136 
Gain on sale of building 1,104,069 

Net non -operating revenues $ 92 ,714,290 $ 91 ,055 ,557 

Income before other revenues, expenses , gains , or losses $ 4,948,656 $ 10,997,975 

Capital appropriations $ 1,411 ,548 $ 5,862, 967 
Capital grants and gifts 2,516,855 

Total other revenues $ 8,877,059 $ 16,860,942 

Change in Accounting Policy 
Net assets written off due to change in capitalization policy $ (6 ,092 ,388) $ 

Increase in net assets $ 2,784,671 $ 16 ,860,942 

N~t Assets 
Net assets- beginning of year $ 224,323,177 $ 207,462,235 

Net assets-end of year s 227,107,848 s 224,323,177 

The accompanying notes to the financial statements are an integral part of this statement. 
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Statement of Cash Flows 
For the Year Ended June 30, 2002 and June 30, 2001 

2002 

Cash Flows from Operating Activities 
Tuition and fees s 35,073 ,456 
Grants and contracts 25 ,768,390 
Auxilia ry ente rprises 5,111 ,579 
Payments to suppliers (52 ,354,365) 
Net pay to employees (53 ,487, 195) 
Payments on behalf of employees (49,552 ,278) 
Payments made to students (18 ,114,813) 
Student loans collected and received 29,157,151 
Other receipts (payments) 8,083,075 

Net cash used in operating activities s (70,315,000) 

Cash Flows from Noncapital Financing Activities 
State appropriations s 78,730,651 
Gifts 408 ,689 

Net cash provided by noncapital financing activities s 79,139,340 

Cash Flows from Capital Financing Activities 
Capital appropriations received s 1,411 ,548 
Capital gifts and grants received 325, 181 
Repair and replacement funds- drawndown from bond trustee 1,030,054 
Proceeds from sale of building 1,250,000 
Proceeds from bond issue 
Proceeds from short-term note 
Cash paid for capital assets (5 ,746,853) 
Principal and interest paid on capi tal debt and leases (11 ,164,567) 

Net cash used in capital financing activities s (12,894,637) 
Cash Flow from Investing Activities 

Proceeds from sale of investments s 11 ' 116,404 
Interest and dividends on investments, net expenses 4,333,265 
Purchase of investments (8 , 771 ' 192) 

Net cash provided by investing activities s 6,678,477 
Net increase in cash for year s 2,608,180 

Cash- beginning of year s 35,246,516 
Cash-end of year s 37,854,696 

The accompanying notes to the financial statements are an integral part of this statement. 

Reconciliation of Operating Loss to Net Cash Used by Operating Activities 
Operating loss $ (87, 765,634) 

Adjustments to reconcile operating loss to net cash 
used by operating activities 

Depreciation expense 

Changes in assets and liabilities 
Accounts receivable* 
·Grants receivable 
Notes receivable 
Inventories 
Prepaid expenses 
Accounts payable 
Lease payable 
Accrued payroll and deductions 
Deferred revenue 
Funds held in custody for others 
Other liabilities 
Compensated absences 

Net cash used by operating activities 

11 ,045,425 

516,712 
549,727 

8,087 
225 ,871 
(68,217) 

(175 ,744) 
(7,061) 

(65,048) 
4,351,618 

356,771 
514,356 
198,137 

s (70,315,000) 

14 * Accounts receivable reconciliation excludes all non-operating receivables from the calculation . 

2001 

s 32,230,201 
18,960,273 
4, 963 ,172 

(48,490, 701 ) 
(51 ,226,866 ) 
(44, 952 , 989 ) 
(15,851 ' 796) 
26,114,633 
7,926 ,506 

s (70,327,567) 

s 82 ,841 ,535 
411 ,012 

s 83,252,547 

s 6,117,534 

719,437 

11 ,216,742 
5,303 ,000 

(21 ,627,518) 
(9 ,872 ,757) 

s (8, 143,562) 

s 46,869 ,911 
4,950,122 

(26,000,000) 

s 25,820,033 

s 30,601,451 

s 4,645 ,065 

s 35,246,516 

s (80,057,582) 

9,584,497 

28,091 
(364, 138) 
(77,493) 
202,978 

14,268 
(437,700) 

(23 ,918) 
(825, 185) 

1,268,272 
(212,015) 

2,573,219 
(2 ,000,861) 

s (70,327,567) 



Notes to Financial 
Statements 

As of June 30, 2002 

Note ! - Summary of 
Significant Accounting 
Policies 

Indiana State University (the 

University), a publicly supported, 

comprehensive, doctoral granting 

univers ity, serves the State ofind iana, 

the nation, and the internat iona l 

com muni ty by generati ng and 

dissemi nating knowledge in the 

humanities, arts, social sciences, 

scientific, and professional disciplines 

through instruction and research. The 

University is governed by a nine

member Board ofTrustees, appointed 

by the Governor. 

The accompanying financial 

statements of the University are 

prepared in acco rdance with genera lly 

accepted accounting standards as 

prescribed by the Governmental 

Accounting Standards Board in 

Statement 34 Basic Financial 
Staternents-and Management's 
Discussion and Analysis--for State and 
Local Governments. Since the University 

is a componenr unit of the State of 
Indiana, it is included in the 

Comprehensive AnnuaL FinanciaL Report 
of the State. 

A. Reporting Entity 

For financial reporting purposes, the 
University includes all funds and 

acco unr groups, and all entiti es over 

which the University exercises or has the 

ability to exercise oversight authority. 

The University has no component 

units, as defined by Section 2200, of the 

CASE Codification of GovernmentaL 
Accounting and FinanciaL Reporting 
Standards; however, the University does 

have a related parry whose combined 

financial conditions are stated in Note 

I 0. This organization is a separate legal 
entity from Indiana State and the 

University exercises no control over it. 

For these reasons, the University's 

related parry is not includt>d in these 
financial statements. 

B. Basis of Accounting 

For financial reporting purposes, rhe 
University is cons idered a special

purpose government engaged only in 

business-type activities. The financial 

statements of the Univer iry have been 

prepared on the accrua l ba is including 

depreciation expense relating to 

capitalized fixed asset . Under the 

accrual ba is of accou nting, revenues are 

recognized when earned and expenses 

are recorded when an ob li gat ion has 

been incurred. All significant intra

University transactions have been 

eliminated to avoid double counting of 

these transactions. Examples of these 

wou ld include sales between University 

departments or internal loan between 
fund . 

C. Cash Equivalents 

For purposes of the Statement of 

Cash Flows, the University considers all 

highly liquid investments with an 

origina l maturity of three months or less 

to be cash equivalents. Funds invested 

in the Common Fund are considered 
cash equivalents. 

D. Investments 

Investments in securities are reported 
on the financial st:Hemenrs at fair va lue 
as of the date of the financial 

statements. In ves tm en ts with maturi ty 

of one ye:1 r or less are reported a 

current asset with the remaining 

investments reported as non-cu rrent 
assets. 

E. Inventories 

Inventories are carried at the lower of 

cost o r marker value and on the fi rst-in, 
first-our (F fF O) basis. 

F. Capital Assets 

a pi tal assets are stared at osr o r, if 
donated, at fair market value on the 

date of a quisition. Moveable 

equipment costing $2,500 with a useful 

life of more than o ne year and building 

improvements that exceed $50,000 an d 

extend the life of the building a re 

capita li zed. ln frasrru rure assets are 

included in the financial statements and 

are depreciated. Depreciation is 

reported using the straight-line method 

of depreciation over the estimated useful 

life of the a set. apira l assets and 

related accumu lated depreciation are 

removed from the records at the rime of 
dispo al. 

Minimum capitalization value and useful life by asset types 

Asset Types 
Capitalization 

Threshold 

Moveable equipment 
Vehicles and machinery 
Software and computer equipment 
Buildings and related components 
Land improvements and infrastructure 
Library books and audio visual aids 
Art objects 

$ 
$ 

2,500 
2,500 

$ 2,500 
$ 50,000 
$ 50,000 
$ 1 
$ 1 

Useful Life 

5 to 10 years 
4 to 10 years 

5 years 
15 to 100 years 
10 to 20 years 

20 years 
Not Depreciated 

Art objects are recorded either at cost or fair market value at the 
time of acquisition, but are not depreciated because these assets 
tend to appreciate in value over time. 
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G. cholarship Discounts and 
Allowances 

Student wition and fee reven ues, 
and certain other revenues fro m 
;rudents, are reported net of scholarship 
discounts and allowances in the 
Statement of Revenues, Expenses, and 
Changes in Net Assets. Scholarship 
discounts and allowances are the 
difference between the stated charge for 
goods and services provided by the 
Universiry, and the amount that is paid 
by students and/or third parties making 
payments on the students' behalf. 
Certain governmental grants, such as 
Pel! grants, and other federal, state, or 
nongovern mental programs, are 
recorded as operating revenues in the 
Uni versiry's financial statements. To the 
extent that revenues from such 
programs are used to satisfy tuition and 
fees and other student charges, the 
Universiry has recorded a scholarship 
discount and al lowance. 

H. Net Assets 

Universiry resources are classified for 
financial reporting purposes into four 
net asset categories: 

• Invested in capital assets, net of related 
debt: This represents the University's 
total investmenr in capital assets, net 

of outstanding debt obligation 
related to those cap ital assets. 

• Restricted net assets-nonexpendab!e: 
No nexpendable restricted net assets 
consist of endowment and similar 
rype funds in whi ch donors or other 
outside sources have stipulated, as a 
cond ition of the gift instrument, th at 
the principal is to be maintained 
inviolate and in perpetuiry, and 
invested for the purpose of 
producing present and future 
income, which may either be 
expended or added to principal. 

• Restricted net assets-expendable: 
Restricted expendable net asse ts 
include resources in wh ich the 
Universiry is legally or contractually 
obligated to spend resources in 
acco rdance with restrictions imposed 
by external rhird parties. 
Unrestricted net assets: Unrestricted 
ner assets represent resources derived 
from student tuition and fees, state 
appropriations, and sales and services 
of educational departments and 
auxiliary enterprises. 

T hese resources are used for 
transactions relating to rhe educational 
and general operations of rhe Universiry, 
and may be used at the discretion of rh e 
governing board to meet current 
expenses for any purpose. These 
resources also include auxiliary 
enterprises, which are substantially self
supporting activities rhar provide 
services for students, faculry, and staff. 

I. Operating Revenues 

Operating revenues include activities 
that have the characteristics of exchange 
rransactions, such as ( 1) student tuition 
and fees, net of scholarship discounts 
and allowances; (2) sales and services of 
auxiliary enterprises, ner of scholarship 
discounrs and allowances; (3) most 
federal, state, and local grants and 
contracts; and (4) interest on 
institutional student loans. 



.J. Non-operating Revenues 

Non-o perating revenues include 

activities that have the characteristics of 

non-exchange transactions. such as gifts 

,md contributions, and other reve nu e 

so urces that are defined as non

operating revenues by GA B No. 9, 

Rtporting Cash Flows of Proprietm:y and 
Nonexpendable Trust Funds and 
Co11emmental Entities That Use 

Proprietary Fund Accounting, and GA B 

No. 34, including state appropriations 
and inve tment income. 

Note 2- Cash and 
Investments 

The University maintains a cash and 

in vestment pool that is avai lab le for use 

by all funds. Each funds ' portion of this 

poo l is displayed in the Statement of 

Net As ets under: Cash and cash 

equillfllents, Short-term investments, 

Other long-term investments or 

Endotvment investments-Held in Trust, 
dependi ng o n the nature of th e 

investment. 

Authorization for investment activity 

is stated in Indiana Code Title 20 , 

Cash and Investments 

Arti le 12. hapter 1, and Section 2 . 

Additionally, a reso lutio n was :tdopted 
by the Trustees of 1 nd ian a State 

University to authori7e th e treasurer to 

manage th e investment activity of the 

Universi t:y. A revised in vestment poli y 
was approved by th e Board of '1i·ustecs 

on February 16, 2001. Authorized 

investments include ob ligations of the 

United Stares Treasury, governmental 

agencies, commercia l paper, bank 

obligation of federa l insured banks, 

repurchase agree ments. and investment 

grade co rpo rate bonds. The University 

has also been the recipient of stocks and 

bonds through end owments and 
scholar hip fund . 

The Uni versity's inves tments are 

catego rized to give an indica tion of the 

level of risk as um ed at year-end . 

Category 1 includes investments that 

are insured and registered by u e of a 

safekeeping receipt in rhe University's 

nam e. Catego ry 2 includes uninsured 

and registered in vestments for which 

th e securities are held by th e Uni ve rsity. 

Deposits are insured up to $ 100,000 by 

FDlC, and in excess of$ 100,000 by the 

Indiana Public D epos its Fund. ash 

and in vestments at fair va lue at June 30 , 

2002 consi ts of th e followin g: 

Fair Market Value Book Value 

Investments- Category 1 
U.S. government securities s 18,034,307 s 17,490,751 
Money market funds 1,427,959 1,427,959 

Investments- Category 2 
Bonds 11,888,253 11 ,607,826 

Deposits 
Bank deposits 2,796,992 2,796,992 
Certificates of deposit 15,222,732 15,222,732 
Working funds 111 ,025 111,025 

lnyestments not categorized 
Short-term investments 34,384,943 34,384,943 

Total cash and investments s 83,866,211 s 83,042,228 

Note 3-Change in 
Accounting Policy 

The University's new ap iuli1 .Hion 

guidelines were approved by the Boa rd 
ofTrus tees on May 2), 2001 . T he 

implementation of these new guid elin t·~ 
increased the threshold for 

cap ita li Latio n o n moveab le eq uipment 

from $500 to $2,500 and building 

improve ments from $25 ,000 to 

$50,000. The result of implementing 

these new guid elines included writing 

off 15,770 asse ts with a cost basis or 

$ 19.5 million and accumulated 

deprec iat ion or $ 13.4 million. This is 

represe nted on the Sta tement o r 

Reve nu e, Expe nses, and hanges in Net 

Assets as a $6. 1 million redu tion of net 
assets. 



Note 4--Unrestricted Net 
Assets 

T he Uni versity has placed some 

internal restr ictions on unrestricted net 
asse ts, whi ch meets th e operational 

needs of th e Uni versity. These 
res tri ctions include: 

Unrestricted Net Assets 

Allocated for debt service reserve 
Allocated for capital projects 
Allocated for academic/ administrative activities 
Allocated for working funds 
Allocated for auxiliary enterprises 
Allocated for University initiatives 
Allocated for technology improvements 
Allocated for benefit claims 
Allocated for reserves for encumbrances 
Allocated for enrollment stabilization 
Allocated for graduate and undergraduate aid 

Total allocated unrestricted net assets 

s 11,186,880 
10,968,785 
9,649 ,114 
9,259 ,683 
8,618 ,166 
5,675 ,779 
3,956 ,193 
2,723,787 
2,179,523 
1,924,488 

528,037 

s 66 ,670,435 



Note 5- Capital Assets 

Fo ll owing are the changes in capita l assets fo r the year ended June 30, 2002: 

Balance Balance 
June 30, 2001 Additions Deductions June 30, 2002 

Capital assets not being depreciated 
Land $ 16,024,643 $ 36,544 $ $ 16,061 ' 187 
Works of art 135,160 135,160 
Construction in progress 26 ,106,934 7,990 ,822 (31 ,474,793) 2,622 ,963 

Total capital assets not being 
depreciated $ 42 ,266,737 $ 8,027 ,366 $ (31 ,474, 793) $ 18,819,310 

Capital assets being depreciated 
Infrastructure $ 31 ,694,896 $ 1,341 ' 798 $ $ 33 ,036 ,694 
Land improvements 15 ,691 ,843 1,829,795 17,521 ,638 
Buildings 237,127,165 26 ,809,479 (1,984,549) 261 ' 952 ,095 
Equipment 87,297,288 5,012 ,114 (21 ,868,102) 70,441 ,300 

Total capital assets $ 371,811 ,192 $ 34,993,186 $ (23 ,852,651) $ 382,951 ' 727 
Less accumulated depreciation 

Infrastructure $ (20 ,909,323) $ (857,098) $ $ (21 ,766,421) 
Land improvements (9 ,214,640) (799, 101) (1 0,013 , 741) 
Buildings (100,307,026) (4,374,082) 1,513 ,808 (103, 167,300) 
Equipment (56 ,357, 177) (5 ,009 ,848) 15,430,000 (45,937 ,026) 

Total accumulated depreciation $ (186 ,788, 166) $ (11 ,040, 129) $ 16,943,808 $ (180,884,488) 

Total capital assets being 
depreciated, net $ 185,023 ,026 $ 23 ,953 ,057 $ (6 ,908,843) $ 202,067 ,239 

Total capital assets , net $ 227,289,763 $ 31 ' 980,423 $ (38,383 ,636) $ 220,886,549 

Note 6- Long-Term Liabilities 

Long-term li abiliti es of the Univers ity consist of bonds, notes payable, capital leases, and compensated absences. 
T he changes in lo ng- term li abiliti es are as shown below: 

Balance Balance Due Within 
June 30, 2001 Additions Reductions June 30, 2002 One Year 

Bonds payable (Note 7) 
Student fee bonds $ 76,490,000 $ $ (5 ,005 ,000) $ 71,485,000 $ 4,610,000 
Student service bonds 1,930,000 (760,000) 1,170,000 595,000 

Total bonds payable $ 78,420,000 $ $ (5 , 765,000) $ 72,655 ,000 $ 5,205 ,000 

Notes payable (Note 7) 
Old National Bancorp $ 5,037,000 $ $ (1 ,155,291) $ 3,881 ,709 $ 1,000,000 
Bank One 5, 315 ,000 5,315 ,000 

Total notes payable $ 10,352,000 $ $ (1 , 155,291) $ 9,196,709 $ 1,000,000 

Capital leases 
Vehicles $ 7,061 $ $ ( 7,061) $ $ 

Compensated absences 
(Note 8) 

Vacation accrual $ 2,650,463 $ 196,198 $ $ 2,846,661 $ 2,052 ,037 
Sick accrual 132,772 1,940 134,712 67,356 

Total compensated 
$ $ 198,138 $ $ 2,981 ,373 $ 2,119,393 absences 2,783 ,235 

Total long-term liabilities $ 91,562,296 $ 198,138 $ (6 ,927,352) $ 84,833,082 $ 8,324,393 

Bond redemption reserve (Matured unpaid bonds and coupons) 323 ,572 

Total long-term liabilities current portion $ 8,647,965 
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Note 7-Bonds and Notes 
Payable 

Indi an a State Univers ity is 

authorized by acts of th e Indi ana 

Genera l Assembly to issue bonds and 

notes for th e purposes of finan cing the 

onstrucrio n of the stud ent unio n 

building, ho usin g, athleti c, parking, an d 

academi c faci liti es . T he o utstanding 

bond and note indebtedn ess at Jun e 30, 

2002 was $8 1,85 I ,709. 
T he issues are seri al o r term bo nds 

and notes paya ble with maturiti es 

extending until 202 I . For rhe fi scal 

year 2001 -2002, a separate fee 

replacement appropriation was received 

from th e rate of Indiana. The 

appropri atio n represented th e amount 

req uired ro make principal and interest 

payments fo r finan cing cerrain 

academic and student fac ilities. 

T he Swdent H ealth enter Bonds of 

1974 maw red during fi cal year 200 I-

2002. T here a re fund s remai ning with 

the bond trustee to cover any claims o n 

principal or interest rhar are outstanding 

to bondholders. 

T he University has pl edged 

$43 ,280,886 in student tuition as 

co llateral for student fee bonds and 

tudent service bonds. 

In prio r years, Indiana State 

University defeased certain serial bonds 

by placing th e proceeds of new bonds in 

an irrevocable trust to provide for all 

future debt service payments on the o ld 

bond . Accordin gly, the trust acco unts 

and liabi li ty for rhe defeased bonds a re 

nor included in the finan cial statements 

of Indiana tare University. 

Note 8- Compensated 
Absences 

The University records a li ab ili ty for 

all unused vacation and sick leave 

balan e as well as related fringe benefits 

rhar are payable upon employee 
termination in accordance with 

University poli y. The current vacation 

policy stares that an employee cannot 

accrue mo re than 40 days vacation , for 
whi ch they would be paid upon 

terminatio n. up port staff who have at 
leas t ten years of ervi ce and a re age 60 
wi ll receive payment of one-half of rhe 
accrued sick leave, nor to exceed 45 
days, upo n retirement from the 
Uni vers ity. 

Outstanding Bonds and Notes Payable 

Issue 
Date 

Student Fee Bonds 

Series H 1994 

Series I 1998 

Series J 2000 

Student Service Bonds 

Amphitheatre 1973 

Student Union , 

Series B 1976 

Notes Payable 
Hines Hall remodel 1999 

Jones Hall remodel 2001 

Total 

Debt Service Requirements 

Year Bonds Notes 

2003 $ 5,210,000 $ 1,000,000 

2004 5,040,000 2,881 '709 
2005 5,280,000 1,000,000 

2006 5,435 ,000 4,315,000 

2007 5,560,000 
2008-2012 25 ,895,000 
2013-2017 15,150,000 
2018-2021 5,085,000 

Totals $72,655,000 $ 9, 196,709 

Note 9- Retirement Plans 
and Other Post
Employment Benefits 

Authorization 

Authorization to estab lish retirement 

pl ans is stared in Indiana Code Title 20, 
Article 12, C hapter 1 , and Section 2. 

Faculty and Executive/ 
Administrative/Professional Staff 

Faculty and executive/adminisrrarive/ 
profess ional employees of the University 
parti cipate in a defin ed co ntribution 

plan administered through the Teachers 
Insurance and Annuity Association 

Interest Maturity Outstanding 
Rate Dates June 30, 2002 

2.5%-5 .0% 2011 s 28,415,000 
3.8%- 5.4% 2016 26,130,000 

4.75%- 5.5% 2020 16,940,000 

4.5%- 6.5% 2003 405,000 

6.2%- 6 .7% 2006 765,000 

3.9% 2004 3,881,709 
4.46% 2006 5,315,000 

s 81 ,851 '709 

Total Total 
Principal Interest Payments 

$ 6,210,000 $ 3,898,489 $ 10,108,489 
7, 921,709 3,621,388 11 ,543,097 
6,280,000 3,269,773 9,549 ,773 
9,750,000 2,974,010 12,724,010 
5,560,000 2,516,468 8,076,468 

25 ,895,000 8,360,569 34,255,569 

15,150,000 3,193,452 18,343,452 

5,085,000 579,013 5,664,013 

$81 ,851,709 $28,413,162 $110,264,871 

(TIAA) . Benefit provisions are 

established and/or amend ed by the 

Board ofTrustees. The plan purchases 

individual annuity co ntracts for 

members and provides for immediate 

vesting. The University co ntributes 11 
percent of each participating employee's 

base appointment salary up to $10,800 
and 15 percent of the base appointment 

salary above $ 10,800 for employees 

hired prior to January 1, 1998 . For 

those employees hired on or after 
January l , 1998, the contribution rare is 

12 percent of rhe ba~e appointment 
salary. For fiscal year 200 I -2002, rhe 

University made contributions totaling 

$6,549,615 to this plan. For the fiscal 

year ended June 30, 2002, there were 



R'i4 employees and retirees participating 
in TIAA wirh annual salary equa l to 

$47,5 15,739. 
The University also makes 

contributions to rhe State Teachers 

Retirement Fund (STRF), which is a 
defined benefit plan for a grandfathered 

group of employees. The University's 
required contributions to the plan for 

the fiscal yea rs ending June 30 , 2002, 
200 I , and 2000 were $81,303, 

$70,369, and $74,283, respectively. 
T he University contributed 97 percent 

of rhe requ ired contributions for each of 

the fiscal years, respectively. For the 

fiscal year ended June 30 , 2002, there 

were nine employees participating in 
STRF with annua l salary equal to 

$677,524. STRF issues a publicly 

avai lable financial report that includes 

financial statements and required 

su pplementary information for th e plan 

as a who le and for irs participants. That 
report may be obtained by writing rhe 
Stare Teacher Retirement Fund, ! 50 
West Market Street, suite 300, 
Indianapolis, lN 46204, o r by calling 
(3 17) 232-3860. 

Support Staff 

Regul ar clerical and se rvice staff 

parti cipate in the Public Employees 
Retirement Fund (PERF), a retirement 

program adm inistered by an age ncy of 
the State oflndiana. PERF is an agent 

multiple-employer public employee 

retirement y rem, which provides 

retirement benefits to plan members 
and benefi ciaries . Benefi t provisions are 

estab lished and/or amended by th e State 

oflndiana. There are two part to this 

plan : an annuity sav ing plan and a 
defin ed benefit agent multi-employer 

plan. T he employee contributes three 
per ent (3%) of their gross ea rnin gs 
during th e first year of employment to 

rhe annuity savings plan. After one yea r 
of continuous employment rhe 

employee's contribution is paid by th e 
University. The Univer ity contributed 
five percent (5%) of th e employee's 
gross ea rnin gs to rhe defin ed benefit 
agent multi-employer plan during rhe 

2001 -2002 yea r. Employees are eligible 
to participate in this pl an immediately 

upon employment, and are fully vested 
in the defin ed benefit plan after ten 

yea rs of employment. For the fiscal year 
ended June 30, 2002, there were 87 1 

employees participating in PERF with 
annual salary equal to $ 17, 160,2 15. 

Actu arial information related to rh e 

Univer ity's portion of the plan is 

disclosed as follows for rh e fiscal year 

ending June 30, 2002: 

Public Employees Retirement Fund (PERF) 
Three-Year Trend Information 
(in thousands) 

Excess 
Excess Annual as a % Annual Percentage Net 

Valuation Accrued Assets Funded Covered of Covered Pension of APC Pension 
of Assets Liability over AL Ratio Payroll Payroll Cost Contributed Obligation 

(a) (b) (a-b) (a/b) (c) ((a-b)/c) 

2000 $18,288 $15,836 $2,451 115.0% s 16,847 15.0% $752 100% 
2001 $19,897 $17,269 $2,629 115.2% $14,945 17.6% $671 100% 
2002 $20,341 $18,694 $1,647 108.8% $15,004 11.0% $728 100% 



22 

PERF issues a publi cly ava il abl e 
fi nancial report that inclu de fin ancial 
statements and requ ired supplem entary 
info rmation fo r th e pl an as a wh ole and 

lor its partic ipants. T hat repo rt may be 
obta ined by writi ng the Publi c 

Em ployees Retirement Fund , H arriso n 
Buil ding, room 800, 143 West Market 
Street, Indianapolis, IN 46204, or by 
calling (3 17) 232-4 162. ' 1 

T he U ni vers ity prov id es pos r-
reri remenr healrhcare benefi rs to regular 
full - rime facul ty and staff who may 

beco me eli gibl e fo r th ose benefi ts if th ey 
retire fro m th e Uni versity after accruin g 

th e required years o f service. C urrently, 
1 ,223 retirees and dependents meet 

those eligibili ty requirements. 

Expenditures for post-retirement 

benefits are recognized as retiree claims 
are in curred . During th e year, 

expenditures of $3,535,352 were 

recognized fo r po t- rerirement 
healrhcare. 

The Uni versity also p rovid es life 
insurance benefits to all retired 
empl oyees if they reach norm al 

retirement age while working fo r the 
Uni versity. During rhe year, 

expenditures of $52,8 10 were 

recognized fo r post-reti re ment life 
Insurance. 

Note 10- Related 
Organization 

T he Indiana State Uni versity 

Foundati on is a separate no nprofit 

orga niza ti on that is exempt fro m federal 
income tax. It was fo rm ed in 1928 to 
ass ist in rhe suppo rt and development 
o f the U ni vers ity. D uring fi scal year 

200 l -2002, the Indiana State Un iversity 
Foundati on expended $5,045, 19 1 111 

suppo rt of the Uni ver ity. 

Note 11- Risk 
Management 

T he Uni versity is ex posed to va rious 
risks of loss related to to rrs; th eft of, 
da mage to, or destructi o n of a sets; 
erro rs o r o missio ns; job-related illnesses 
or injuri es to empl oyees; and health and 
other medical benefits provided to 

empl oyees and th eir dependents. The 
Uni versity handles th ese risks o f loss 
thro ugh co mbinati ons of risk retention 
and co mm ercial insurance. For 

buildings and con ten ts th e Uni versity 

has ri sk retenti on o f $25,000 per 
occurrence. T he max imum li abili ty to 
th e Uni versity for job-related illnesses o r 

injuri es is $ 175,000 per occurrence. 
T he Uni versity retains the risk for 

medi cal benefi rs up to a stop-loss 

provisio n o f $2 15,000 per mem ber. 

Medical Claim Liability 

Unpaid medical 
claims, 7/01 /02 

Claims occurred 
Claims paid 
Unpaid medical 

claims, 6/30/02 

$ 2,510,092 
10,486,785 

(10,397, 501) 

$ 2,599,376 

Note 12-VEBA Trust 

T he Uni versity es tablished a 
Vo luntary Empl oyees' Benefit 

Associati o n (VEBA) trust, wirh an 

independent trustee, fo r th e purpose o f 

providin g retiree medi cal benefits for 
ret ired empl oyees oflndi ana Stare 

Un iversity and their dependents who 
beco me eligibl e upo n accruing rh e 

required years o f service. Approval fro m 

rh e IRS fo r th e tax-exempt status of rh e 
trust was re eived o n March 2, 1999 . 

T he tru r is fund ed fro m reserves set 

as ide in previ o us yea rs fo r rhis purpose, 
Uni versity co ntributio ns, empl oyee 

payroll ded ucri o ns for posr-reri rem en r 

benefits, and reinves ted net ea rnings. A 
summary o f th e acti vity in th e crust fo r 

the yea r endin g june 30 , 2002, is as 
fo ll ows: 

The market value of the trust was 

$23.3 milli on on Jun e 30 , 2002. These 
funds ca nn o t und er any circumstances 
revert to rh e University; th erefore, th e 

fin ancial statements of th e University do 

no t include the value of th ese asse ts. 

T he actuari al evaluati on , compl eted 

in 1997, projects the accrued li ability 
for future retiree health ca re lor current 
and active employees to be 

approx imately $50 .9 million . The 

University pl ans to have anoth er 

ac tuarial evaluati o n in the near future. 

Note 13- Litigation 

T he University has been named as a 

defendant in a number of lawsuits. The 

fin al o utco me o f any of these lawsui rs 

cann ot be determin ed at this rim e. 

H owever, the management is o f the 

opinio n that any ultim ate li abili ty to 

whi ch th e University may be exposed 

will no t have a materi al effect upo n the 
University's fin ancial positi on. 

Note 14-Funds Held in 
Custody for Others 

Funds held in custody fo r o thers 

consist of $875,338 funds held fo r 
o th er agencies (s tudent and facul ty 

o rgani za ti o ns) and $50 ,2 17 held fo r 
refund s due students. 

Voluntary Employees' Benefit Association (VEBA) 

Beginning fund balance 
Transfer of employee/employer contributions 
Reinvested net earnings 
Less : management fees 

Fund balance at June 30, 2002 

$ 

$ 

22,111,412 
2,040,000 

841,355 
(60,948) 

24,931,819 



Note IS- Natural Classifications with Functional Classifications 

The University's Operating Expenses by Functional C lassification and Natural C lassification were as follows: 

Operating Expenses by Classification 

Compensation 
and Benefits 

Functional Classification 
Instruction s 53,323,499 
Research 5,071,342 
Public service 524,195 
Academic support 9,764,401 
Student services 6,078,562 
Institutional support 9,786,740 
Operation of plant 8,305,294 
Scholarships 582,758 
Auxiliary enterprises 9,841,635 
Depreciation 

$103,278,426 

Note 16- Subsequent 
Event 

During an internal review of 
procedures concerning the award 
and distribution ofTirle IV 
financial aid, some transactions 
were found that did not comply 
with University guidelines. 
Although the amount of potential 
liability is not known at this time, 
it is possible that the Department 
of Education could request 
repayment. 

Natural Classification 

Supplies and Scholarships 
Materials Utilities & Fellowships Depreciat1on 

s 5,321,694 s s s 
4,264,428 

267,542 
3,167,001 
1,029,944 
7,147,032 
9,549,668 6,053,421 

26,114 3,503 ,819 
12,597,907 37,694 

11,045,425 

$43,371,330 s 6,091,115 s 3,503,819 s 11 ,045,425 

Total 

s 58,645,193 
9,335,770 

791,737 
12,931,402 
7,108,506 

16,933,772 
23,908,383 
4,112 ,691 

22,477,236 
11,045,425 

$167,290,115 
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Barbara P House 
President 
Carmel, Indiana 
Term 1992-2004 

Richard J. Shagley 
Vice Presidenr 
Terre Haute, Indiana 
Term 2000-2004 

RichardT. Bonds 
Secretary 
Indianapo lis, Indiana 
Term 1998-2003 

George S. Fleetwood 
Assistanr Secretary 
Indianapo lis, Indiana 
Term 2000-2005 

Michael J. Alley 
Carmel, Indiana 
Term 2001 -2005 

Jerry C. Dooley 
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Term 1995-2003 

Douglas Huntsinger 
Frankton, Indiana 
Term 200 1-2003 

Donald E. Smith 
Terre H aute, Indi ana 
Term 1987-2003 

C harlotte T. Zietl ow 
Bloomington, Indiana 
Term 1999-2005 

University Officials 
as of}une 30, 2002 

Lloyd W. Benjamin Til 
President of the University 

Steven K. Pontius 

Provost and Vice President for 
Academic Affairs 

Robert W. Elsey 
Interim Vice President for 
Student Affairs 

]. Robert Quarroche 
Vice President for University 
Advancement and Executive Vice 
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Robert E. Schafer 
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and Secretary of the University 

Melony Sacopulos 
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For Additional 
Information: 

Admissions 
Offi ce of Admissions 
2 17 North 7th Street 
Indiana State Uni ve rsity 

Terre H aute, Indiana 47809 
812-237-212 1 

Alumni 
Office of Alumni Affairs 
G illum H all , room 102 

Indiana State University 
Terre H aute, Indiana 47809 
8 12-237-3707 

Foundation 
ISU Foundation 
G illum Hall, room 320 

Indiana State University 
Terre Haute, Indiana 47809 
812-237-3732 
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