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Letter from the President

Greetings,

The following pages contain the Financial Statements and related notes for the

2002-2003 fiscal year. These statements, ably prepared under the leadership of Vice

President Floyd, are in accordance with the Government Accounting Standards
Board, and for the second year now, reflect a close resemblance to the financial

statements prepared for private sector operations. I am again pleased to report that

Indiana State University completed a year ahead of its financial targets and remains a
financially sound organization. Tuition adjustments provided additional revenues to

reinvest in the programmatic quality of our University and produced growth in the

University’s net assets. These programmatic investments and sound fiscal
management reflect our commitment to our students and citizens of the State of

Indiana for the provision of teaching, research, and public service to further enhance

the fine State of Indiana.
Like many public universities, funds provided by the state are significantly

impacted by the changes in the economic climate. Although Indiana has continued

to fund higher education as a priority budget item, the 2002-03 fiscal year provided
very limited growth in state provided appropriations. With a fee structure that is the

lowest among the four research institutions in Indiana, Indiana State University

reassessed its tuition program. The resulting change is intended to help insulate the
University from state budget fluctuations and to provide resources necessary to

preserve and enhance the quality of the educational programs available to our

students. Despite our tuition changes underway, we remain the most financially
attractive educational opportunity among the research institutions of the State.

I hope that you will take the time to review the “Management Discussion and

Analysis” as well as the “Notes” included with the Financial Statements. I believe they
reflect helpful information to better understand the financial strength of our

University. We are committed to building upon our heritage to move Indiana State

University to a position of preeminence, and I am pleased that we have the resources
and financial strength to confront the many upcoming challenges for higher

education.

Sincerely,

Dr. Lloyd W. Benjamin, III

President

INDIANA STATE UNIVERSITY

f i n a n c i a l   r e p o r t
2 0 0 2 - 2 0 0 3
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Introduction

The following discussion and
analysis provides an overview of the
financial position and activities of
Indiana State University (the
University) for the 2002-2003 fiscal
year ended June 30, 2003. Also
presented is selected comparative
information for the restated 2001-2002
fiscal year. This discussion has been
prepared by management and should be
read in conjunction with the financial
statements and the notes that follow
this section.

Indiana State University is a research
intensive, residential institution offering
instruction at the associate, bachelor’s,
master’s, and doctoral levels. The
University offers a diverse range of
degree programs through a framework
of 47 departmental units in six schools,
a college, and divisions. Located in
Terre Haute, Indiana with 11,714
students, the University contributes to
the state, the nation, and the world
through related research and public
service programs.

Financial Highlights

The University’s financial position
continues to be strong with an increase
in net assets of $5.9 million for the
fiscal year ending June 30, 2003. This
compares favorably with the increase of
$2.8 million in the fiscal year ending
June 30, 2002.

Operating revenues for the fiscal year
were $87.1 million, as compared with
$77.8 million for fiscal year 2002, an
increase of 10.7 percent. The positive
operating results included net student
fee revenue increases of $3.4 million
due to a 9.9 percent fee increase and a
3.5 percent increase in enrollment.
Growth in the grants and contracts area
(which includes student financial aid) of
$5.6 million also contributed to the
positive operating results.

Operating expenses were $176.3
million for fiscal year 2003. This
represents a $10.7 million or 6.1
percent increase over the previous year’s

expenditures of $165.6 million. This
change principally results from increases
in compensation and benefits of $3.8
million or 3.6 percent, and $5.6 million
or 11.8 percent in noncapital
construction costs charged directly to
supplies and expenses.

Nonoperating revenues declined by
$2.2 million from $92.7 million in
fiscal year 2001-2002 to $90.5 million
in fiscal year 2002-2003. The majority
of the decrease was the result of a $1.1
million one-time gain on the sale of an
asset in fiscal year 2001-2002.

The State of Indiana did not fund
the annual capital appropriations for
repairs and renovations in the 2002-
2003 fiscal year, resulting in a reduction
of $1.5 million from the 2001-2002
fiscal year. However, the University
received capital gifts of $4.6 million, of
which $3.9 million was designated for
construction of the Landsbaum Center
for Health Education building.

Management’s Discussion and Analysis

INDIANA STATE UNIVERSITY
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Using the Financial
Statements

The University’s financial report
includes three financial statements:  (1)
the Statement of Net Assets; (2) the
Statement of Revenues, Expenses, and
Changes in Net Assets; and (3) the
Statement of Cash Flows.

The Statement of Net Assets
provides a summary view of the assets,
liabilities, and net assets of the
University and classifies assets and
liabilities as either current or non-
current. Current assets include those
that may be used to support current
operations, such as cash and cash
equivalents, accounts receivable, and
inventories. Current liabilities are those
items which are estimated to become
due and payable over the next fiscal
year. Noncurrent assets include capital
assets, certain receivables, and long-term
investments. Noncurrent liabilities
include long-term bonds and notes
payable.

The Statement of Revenues,
Expenses, and Changes in Net Assets
summarizes financial performance for
the year, which produces changes in the
year-end net assets on the Statement of
Net Assets.

The Statement of Cash Flows
reconciles the beginning and ending
balances of cash and cash equivalents,
and identifies all sources and uses of
cash during the fiscal year.

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 total assets and
total liabilities is the net assets, which is
one indicator of the financial condition
of the University. Changes in net assets
are an indicator of whether the overall
financial condition has improved or
worsened during the year. Assets and
liabilities are generally measured at
historical values in accordance with
generally accepted accounting
principles. One notable exception is
investments, which are recorded at fair
market value as of the date of the
financial statements. A summarized
comparison of the University’s assets,
liabilities, and net assets at June 30,
2003 and 2002 is as follows:

Statement of Net Assets (Summary)

(in millions)

2003 2002

Current assets $ 55.9 $ 58.5
Noncurrent assets:

Deposits with bond trustee 3.9 3.9
Notes receivable 5.8 5.9
Other long-term investments 43.7 39.6
Capital assets, net 218.0 220.9
Other 0.8 0.9

Total assets $ 328.1 $ 329.7

Current liabilities 25.6 26.1
Noncurrent liabilities 69.5 76.5

Total liabilities $ 95.1 $ 102.6

Net assets $ 233.0 $ 227.1

Current assets consist primarily of
cash, operating investments, and
accounts receivable, which totaled $55.9
million at June 30, 2003, as compared
to $58.5 million at June 30, 2002.
Short-term investments for current
operations totaled $4.2 million at June
30, 2003, and $5.5 million at June 30,
2002. Accounts receivable net of
allowance for bad debt was $11.9
million at June 30, 2003, and $10.6
million at June 30, 2002. Accounts
receivable for the two fiscal years
include one month’s state appropriation
(representing $6.5 million), which the
State of Indiana began withholding in
fiscal year 2001-2002 due to state
budget problems.

Current liabilities include accounts
payable, accrued compensation,
deferred revenue, and the current
portion of long-term debt. Total current
liabilities decreased from $26.1 million
at June 30, 2002 to $25.6 million at
June 30, 2003.

Capital and Debt Activities

An important element in continuing
the quality of academic programs,
research activities, and student
residential life is to sustain development
and renewal of the University’s capital
assets. The University continues to
implement its Campus Master Plan
with new construction, renovation, and
modernization of existing facilities.

Construction on the $7.6 million
Landsbaum Center for Health
Education was substantially complete at
June 30, 2003, and is now occupied for
fall 2003 classes. The new center is a
model cooperative partnership between
Union Hospital’s Midwest Center for
Rural Health, the Indiana State
University School of Nursing, and the
Indiana University School of Medicine,
with the partners sharing in the costs of
the project and the future operations.
The 34,000-square-foot building
incorporates the latest technology and
includes a 150-seat lecture hall,
classrooms, examination rooms, study
areas, and offices.
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The University continues to work
aggressively to manage its financial
resources effectively, including the
issuance of debt to finance capital
projects. The University’s last credit
rating by Moody’s Investors Service was
(A2) on April 17, 1998. Standard &
Poor’s last credit rating was (AAA) on
August 11, 2000.

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, 2003 and 2002 are
summarized in the chart to the right.

Net assets invested in capital assets,
net of related debt, represents the
University’s capital assets, net of
accumulated depreciation, and
outstanding principal balances of debt,
attributable to the acquisition,
construction, or improvement of these
assets.

Restricted net assets are subject to
externally imposed restrictions
governing their use. Restricted
nonexpendable net assets are funds held
for scholarships and fellowships.
Restricted expendable net assets include
funds for research and funds limited 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 is retired.

Net Assets (Summary)

(in millions)

2003 2002

Invested in capital assets, net of related debt $ 142.9 $ 139.0
Restricted:

Nonexpendable 0.8 0.9
Expendable 17.8 20.5

Unrestricted 71.5 66.7

Total net assets $ 233.0 $ 227.1

Although unrestricted net assets are
not subject to externally imposed
stipulations, all of the University’s
unrestricted net assets have been
internally designated for various
ongoing needs of the University,
including debt service, capital projects,
University initiatives, benefit claims,
technology improvements, and
academic and administrative activities.

5
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Statement of Revenues,
Expenses, and Changes in
Net Assets

The Statement of Revenues,
Expenses, and Changes in Net Assets
presents the University’s results of
operations. A summarized comparison
of the University’s revenues, expenses,
and changes in net assets for the years
ended June 30, 2003 and 2002 is shown
in the chart on the left.

One of the University’s greatest
strengths is its diverse stream of
revenues that supplement student fees,
including voluntary private support
from individuals, foundations, and
corporations, along with government
and other sponsored programs, state
appropriations, and investment income.
The University has and will continue to
aggressively seek funding to supplement
student tuition from all possible sources
consistent with its mission, and will
manage the financial resources realized
from these efforts to fund operating
priorities.

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

Restated
2003 2002

Operating revenues:
Tuition and fees (net of scholarship

allowances of $16.2 million for 2003
and $14.0 million for 2002) $ 31.3 $ 27.9

Grants and contracts        27.6       21.9
Auxiliary enterprises fees and services

(net of scholarship allowances of
$4.4 million for 2003 and $4.1
million for 2002) 24.8       24.8

Other 3.4 3.2

Total operating revenues $ 87.1 $ 77.8

Operating expenses (176.3) (165.6)

Operating loss $ (89.2) $ (87.8)

Nonoperating revenues (expenses):
State appropriations 85.0 85.1
Investment income (net of investment

expenses of $115,770 for 2003
and $105,642 for 2002) 4.4 4.4

Capital appropriations - 1.5
Capital grants and gifts 4.6 2.5

Other nonoperating revenues 1.1 3.2

Net nonoperating revenues $ 95.1 $ 96.7

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

Increase in net assets 5.9 2.8
Net assets, beginning of year 227.1 224.3

Net assets, end of year $ 233.0 $ 227.1
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Above is a comparative graphic
illustration of revenues by source (both
operating and nonoperating), which are
used to fund the University’s ongoing
activities. As the above chart indicates,
tuition and state appropriations remain
the primary sources of funding for the
University’s academic programs. It
should be noted that significant
recurring sources of the University’s
revenues, including state appropriations,
are considered nonoperating revenues.

Operating revenue grew by $9.3
million for fiscal year 2003. This was
due in part to a $3.4 million increase in
tuition and fees resulting from
expanded enrollment and tuition rates.
Additionally, grant and contract
revenues grew by $5.6 million during
fiscal year 2003 as the result of increases
in state and federal student aid and
recognition of a portion of the $4.3
million Lilly Cape grant.

Nonoperating revenues declined
$1.5 million for fiscal year 2003 due to
the temporary loss of state funding for
repairs and renovations and the write-
off of the old power plant.

Indiana State University is
aggressively pursuing ways to diversify

revenue sources while containing costs.
The University continues to face
significant financial pressure,
particularly in the area of compensation
and benefits, which represents 60
percent of total expenses, as well as the

areas of technology, repairs and
renovations of campus facilities, and
increasing energy costs.

A comparative summary of the
University’s expenses for the years ended
June 30, 2003 and 2002 is as follows:

Revenues by Source

(operating and
nonoperating)

$120,000,000

$100,000,000

$80,000,000

$60,000,000

$40,000,000

$20,000,000

$0
Operating

2003

$3,389,836

$24,806,405

$27,550,627

$31,335,091

Operating
2002

$3,194,398

$24,764,204

$21,929,002

$27,915,206

Nonoperating
2003

$5,696,851

$4,396,156

$85,013,881

Nonoperating
2002

$7,110,099

$4,392,892

$85,139,702

Other nonoperating revenues

Investment income

State appropriations

Other operating revenues

Auxiliary enterprises fees and services, net

Federal, state, and local grants and

contracts

Tuition and fees, net

$3,389,836

$24,806,405

$27,550, 627

$31,335,091

$3,194,398

$24,764,204

$21,929,002

$27,915,206

$5,696,851

$4,396,156

$85,013,881

$7,110,099

$4,392,892

$85,139,702

Operating Expenses

(in millions)

Restated
2003 2002

Operating:
Compensation and benefits $ 107.1 $ 103.3
Supplies and services 47.3 41.7
Utilities 6.2 6.1
Scholarships and fellowships 3.7 3.5
Depreciation 12.0 11.0

$ 176.3 $ 165.6

Nonoperating:
Assets under capitalization level

written off $ - $ 6.1

Total expenses $ 176.3 $ 171.7
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The following is a graphic illustration of
total expenses by object:

Expense by Function

(in millions)
Restated

2003 2002

Operating:
Instruction $ 60.4 $ 58.6
Research 10.7  8.8
Public service .9 .8
Institutional and academic support 31.3  29.9
Student services 7.6  7.1
Auxiliary enterprises 24.2 22.6
Operations and maintenance of plant 24.9  22.7
Depreciation 12.0 11.0
Scholarships and fellowships 4.3 4.1

Total expense $ 176.3 $ 165.6

Operating expenditures increased
from $165.6 million in fiscal year 2002
to $176.3 million in fiscal year 2003.
Compensation and benefits represented
$3.8 million of the increase, bringing
the total compensation and benefits
expense to $107.1 million in fiscal year
2003. Expenditures for supplies and
expenses, which increased by $5.6
million during the same period,
included the following: $3.0 million of
construction expenditures for the
Landsbaum Center for Health

Education building, $1.6 million in
noncapital construction projects on
campus, and a $1 million contingent
liability for potential adjustments for
student financial aid overpayments.

In addition to their natural (object)
classification, it is also informative to
review operating expenses by function.
A summary of the University’s expenses
by functional classification for the years
ended June 30, 2003 and 2002 is as
follows:

A
B

C

D

E

A Scholarships and fellowships
2% [$3,697,784]

B Utilities
4% [$6,247,134]

C Supplies and expenses
27% [$47,285,525]

D Compensation and benefits
60% [$107,080,924]

E Depreciation
7% [$11,981,149]

9
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Statement of Cash Flows

The Statement of Cash Flows provides
information about the University’s
financial health and performance by
measuring the major sources and uses of
cash. The statement assists the reader in
determining whether an entity has the
ability to generate future net cash flows
to meet obligations as they come due. A
comparative summary of the Statement
of Cash Flows for the years ended June
30, 2003 and 2002 is shown in the
chart to the right.

For purposes of the Statement of
Cash Flows, the University considers all
highly liquid investments with an
original maturity of three months or less
to be cash equivalents. Funds invested
in the Common Fund are considered
cash equivalents.

The University increased the use of
cash for operations by $8.9 million to
$79.2 million for the 2003 fiscal year.
The outflow of cash for operations
increased by $12.9 million as a result of
increases in employee expenses of $4.9
million, refunds to students of Stafford
Loan proceeds not applied to tuition
charges of $2.3 million, and payments
made to suppliers of $5.7 million
(primarily the Landsbaum Center for
Health Education building and
noncapital improvements). Cash
outflows were partially offset by inflows
of $4.0 million from increased student
loan activity.

Cash flows from noncapital
financing activities increased by $6.1
million due to the receipt of 12 months
of state appropriations during fiscal year
2003. During fiscal year 2002, the state
withheld one month’s appropriation,
which is a receivable as of fiscal year
end. Overall, cash and cash equivalents
decreased by $2.6 million for fiscal year
2002-2003, while long-term
investments grew by $4.4 million.

Economic Factors
Affecting the Future

The University is providing an
environment that both challenges and
educates its students. This unique mix is
contributing to the University’s growth
with more students selecting Indiana
State University as the college of choice.
Enrollment grew for the fifth year in a
row to 11,714 students, the highest
enrollment since the 1992-1993 fiscal
year.

The financial condition of the
University is excellent. The aggressive
pursuit of new sources of revenue while
containing expenditures is contributing
to the financial success of the
University.

As indicated earlier, 47 percent of
support for educational programs comes
to the University from the State of
Indiana. The state appropriation is the
largest single source of revenue and a
crucial element of the University’s total
revenue stream. The state continues to
experience revenue shortfalls due to a
slow economy. With a reduction in state
support for education coupled with no
funding for maintenance and

improvements to the buildings, the
University is challenged to develop and
identify sources of funding. However,
the University’s very attractive fee
structure relative to other Indiana state
schools allows for continued fee growth
while remaining an exceptional value
within the state higher education
climate. The University will continue to
seek ways to diversify revenue streams to
constrain the pressure to increase
student fees.

While it is not possible to reliably
predict the state’s ability to provide
support, Indiana State University’s
management is confident that the
University’s financial condition is strong
and will meet all foreseeable economic
requirements.

Statement of Cash Flows

(in millions)

2003 2002

Cash received from operations $ 107.3 $ 103.3
Cash expended for operations (186.5) (173.6)

Net cash used in operating activities (79.2) (70.3)
Net cash provided by noncapital

financing activities 85.2 79.1
Net cash provided by investing activities 2.2 6.7
Net cash used in capital and related

financing activities (10.8) (12.9)

Net increase in cash and cash equivalents 2.6 2.6
Cash and cash equivalents, beginning of year 37.9 35.3

Cash and cash equivalents, end of year $ 35.3 $ 37.9
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Comparative Statement of Net Assets
06/30/2003 and 06/30/2002

2003 2002

Assets
Current assets

Cash and cash equivalents $ 35,289,693 $ 37,854,694
Short-term investments 4,201,733 5,541,432
Accrued interest 872,187 1,358,742
Accounts receivable (net of allowance of $3,721,164

for 2003 and $3,499,036 for 2002) 11,915,726 10,637,841
Grants receivable 1,579,124 1,440,922
Notes receivable, current portion 1,509,078 1,147,695
Prepaid expenses 373,259 386,902
Inventories 188,037 195,988

Total current assets $ 55,928,837 $ 58,564,216

Noncurrent assets
Endowment investments-held in trust $ 818,433 $ 866,221
Deposits with bond trustee 3,887,900 3,922,725
Notes receivable, noncurrent portion (net of allowance

of $743,204 for 2003 and $743,848 for 2002) 5,836,017 5,892,786
Other long-term investments 43,718,995 39,603,864
Capital assets (net of accumulated depreciation of

$187,537,748 for 2003 and $180,884,488 for 2002) 217,959,997 220,886,549

Total noncurrent assets $ 272,221,342 $ 271,172,145

Total assets $ 328,150,179 $ 329,736,361

Liabilities
Current liabilities

Accounts payable $ 2,691,412 $ 2,584,715
Accrued payroll and deductions 4,833,225 4,816,945
Deferred revenue 4,054,973 5,770,334
Funds held in custody for others 659,275 925,555
Other liabilities 3,581,363 3,374,309
Bonds payable 5,040,000 5,205,000
Notes payable 2,331,709 1,000,000
Long-term liabilities, current portion (Note 6) 2,456,756 2,442,965

Total current liabilities $ 25,648,713 $ 26,119,823

Noncurrent liabilities
Bonds payable $ 62,405,000 $ 67,450,000
Notes payable 5,315,000 8,196,710
Compensated absences 777,287 861,980
Contingent liabilities (Note 17) 1,000,000 -

Total noncurrent liabilities $ 69,497,287 $ 76,508,690

Total liabilities $ 95,146,000 $ 102,628,513

Net Assets
Invested in capital assets, net of related debt $ 142,868,288 $ 139,034,840
Restricted for:

Nonexpendable:
Scholarships and fellowships $ 818,433 $ 866,221

Expendable:
Research and other grants 1,257,104 1,555,931
Capital projects 6,259,965 8,645,385
Loans 9,373,372 9,381,539
Debt service 932,141 953,497

Unrestricted 71,494,876 66,670,435

Total net assets $ 233,004,179 $ 227,107,848

The accompanying notes to the financial statements are an integral part of this statement.
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Statement of Revenues, Expenses, and Changes in Net Assets
For the Year Ended June 30, 2003

Restated
2003 2002

Operating Revenues
Tuition and fees (net of scholarship allowances of

$16,188,236 for 2003 and $14,021,825 for 2002) $ 31,335,091 $ 27,915,206*
Federal grants and contracts 12,030,334 10,187,445
State and local grants and contracts 10,221,557 8,596,017
Nongovernmental grants and contracts 5,298,736 3,145,540
Auxiliary enterprises fees and services (net of scholarship

allowances of $4,397,324 for 2003 and $4,058,497 for 2002) 24,806,405 24,764,204*
Other operating revenues 3,389,836 3,194,398*

Total operating revenues $ 87,081,959 $ 77,802,810

Expenses
Compensation and employee benefits $ 107,080,924 $ 103,278,426
Supplies and expenses 47,285,525 41,649,659*
Utilities 6,247,134 6,091,115
Scholarships and fellowships 3,697,784 3,503,819
Depreciation 11,981,149 11,045,425

Total operating expenses $ 176,292,516 $ 165,568,444

Operating loss $ (89,210,557) $ (87,765,634)

Nonoperating Revenues (Expenses)
State appropriations $ 85,013,881 $ 85,139,702
Gifts 491,686 444,235
Investment income (net of investment expenses of

$115,770 for 2003 and $105,642 for 2002) 4,396,156 4,392,892
Other nonoperating revenues 590,534 1,633,392
Gain on sale of building - 1,104,069

Net nonoperating revenues $ 90,492,257 $ 92,714,290

Income before other revenues, expenses, gains, or losses $ 1,281,700 $ 4,948,656

Capital appropriations $ - $ 1,411,548
Capital grants and gifts 4,614,631 2,516,855

Total other revenues $ 5,896,331 $ 8,877,059

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

Increase in net assets $ 5,896,331 $ 2,784,671

Net Assets
Net assets—beginning of year $ 227,107,848 $ 224,323,177

Net assets—end of year $ 233,004,179 $ 227,107,848

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

* See Note 16 for restatement information
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Statement of Cash Flows
For the Year Ended June 30, 2003 and June 30, 2002

  2003   2002

Cash Flows from Operating Activities
Tuition and fees $ 36,761,474 $ 35,073,456
Grants and contracts 23,848,032 25,768,390
Auxiliary enterprises 4,605,343  5,111,579
Payments to suppliers (58,065,010) (52,354,365)
Net pay to employees (54,780,375)  (53,487,195)
Payments on behalf of employees (53,178,890)  (49,552,278)
Payments made to students (20,440,038)  (18,114,813)
Student loans collected and received 33,048,123  29,157,151
Other receipts (payments) 8,995,305  8,083,075

Net cash used in operating activities $ (79,206,036) $ (70,315,000)

Cash Flows from Noncapital Financing Activities
State appropriations $ 84,928,230 $ 78,730,651
Gifts 316,453 408,689

Net cash provided by noncapital financing activities $ 85,244,683 $ 79,139,340

Cash Flows from Capital Financing Activities
Capital appropriations received $ - $ 1,411,548
Capital gifts and grants received 3,784,799 325,181
Repair and replacement funds—drawndown from bond trustee 194,646 1,030,054
Proceeds from sale of building - 1,250,000
Cash paid for capital assets (4,040,619) (5,746,853)
Principal and interest paid on capital debt and leases (10,717,172) (11,164,567)

Net cash used in capital financing activities $ (10,778,346) $ (12,894,637)

Cash Flow from Investing Activities
Proceeds from sale of investments $ - $ 11,116,404
Interest and dividends on investments, net expenses 3,405,187 4,333,265
Purchase of investments (1,230,491) (8,771,192)

Net cash provided by investing activities $ 2,174,696 $ 6,678,477

Net increase in cash for year $ (2,565,003) $ 2,608,180

Cash—beginning of year $ 37,854,696 $ 35,246,516

Cash—end of year $ 35,289,693 $ 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 $ (89,210,557) $ (87,765,634)

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

Depreciation expense 11,981,149 11,045,425

Changes in assets and liabilities
Accounts receivable* (856,075) 516,712
Grants receivable (138,202) 549,727
Notes receivable (361,383) 8,087
Inventories 7,951 225,871
Prepaid expenses 13,643 (68,217)
Accounts payable 106,697 (175,744)
Lease payable - (7,061)
Accrued payroll and deductions 16,280 (65,048)
Deferred revenue (1,715,361) 4,351,618
Funds held in custody for others (266,280) 356,771
Other liabilities 207,054 514,356
Compensated absences 9,048 198,137
Contingent liabilities 1,000,000 ` -

Net cash used by operating activities $ (79,206,036) $ (70,315,000)

* Accounts receivable reconciliation excludes all nonoperating receivables from the calculation.
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Notes to
Financial
Statements
As of June 30, 2003

Note 1—Summary of
Significant Accounting
Policies

Indiana State University (the
University), a publicly supported,
comprehensive, doctoral granting
university, serves the State of Indiana,
the nation, and the international
community by generating and
disseminating knowledge in the
humanities, arts, social sciences,
scientific, and professional disciplines
through instruction and research.  The
University is governed by a nine-
member Board of Trustees, appointed
by the Governor.

The accompanying financial
statements of the University are
prepared in accordance with generally
accepted accounting standards as
prescribed by the Governmental
Accounting Standards Board in
Statement 34 Basic Financial
Statements—and Management’s
Discussion and Analysis—for State and
Local Governments.  Since the University
is a component unit of the State of
Indiana, it is included in the
Comprehensive Annual Financial Report
of the State (CAFR).

A.  Reporting Entity

For financial reporting purposes, the
University includes all funds and
account groups, and all entities 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
GASB Codification of Governmental
Accounting and Financial Reporting
Standards; however, the University does
have a related party whose combined
financial conditions are stated in Note
10. This organization is a separate legal
entity from Indiana State University,
and the University exercises no control

over it.  For these reasons, the
University’s related party is not included
in these financial statements.

B. Basis of Accounting

For financial reporting purposes, the
University is considered a special-
purpose government engaged only in
business-type activities. The financial
statements of the University have been
prepared on the accrual basis including
depreciation expense relating to
capitalized fixed assets. Under the
accrual basis of accounting, revenues are
recognized when earned, and expenses
are recorded when an obligation has
been incurred. All significant intra-
University transactions have been
eliminated to avoid double counting of
these transactions. Examples of these
would include sales between University
departments or internal loans between
funds.

C. Cash Equivalents

For purposes of the Statement of
Cash Flows, the University considers all
highly liquid investments with an
original 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 statements at fair value
as of the date of the financial
statements.  Investments with maturity
of one year or less are reported as
current assets with the remaining
investments reported as non-current
assets.

E. Inventories

Inventories are carried at the lower of
cost or market value and on the first-in,
first-out (FIFO) basis.

F. Capital Assets

Capital assets are stated at cost or, if
donated, at fair market value on the
date of acquisition. Moveable
equipment costing $2,500 with a useful
life of more than one year and building
improvements that exceed $50,000 and
extend the life of the building are
capitalized. Infrastructure 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 asset.  Capital assets and
related accumulated depreciation are
removed from the records at the time of
disposal. See the table below:

Minimum capitalization value and useful life by asset types

Capitalization

Asset Types Threshold Useful Life

Moveable equipment $ 2,500 5 to 10 years
Vehicles and machinery $ 2,500 4 to 10 years
Software and computer equipment $ 2,500 5 years
Buildings and related components $ 50,000 15 to 100 years
Land improvements and infrastructure $ 50,000 10 to 20 years
Library books and audio visual aids $ 1 20 years
Art objects $ 1  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. Scholarship Discounts and
Allowances

Student tuition and fee revenues,
and certain other revenues from
students, 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
University and the amount that is paid
by students and/or third parties making
payments on the students’ behalf.
Certain governmental grants, such as
Pell grants, and other federal, state, or
nongovernmental programs, are
recorded as operating revenues in the
University’s financial statements. To the
extent that revenues from such
programs are used to satisfy tuition and
fees and other student charges, the
University has recorded a scholarship
discount and allowance.

H. Net Assets

University 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 investment in capital assets, net
of outstanding debt obligations
related to those capital assets.

• Restricted net assets-nonexpendable:
Nonexpendable restricted net assets
consist of endowment and similar
type funds in which donors or other
outside sources have stipulated, as a
condition of the gift instrument, that
the principal is to be maintained
inviolate and in perpetuity, 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 assets
include resources that the University
is legally or contractually obligated
to spend in accordance with
restrictions imposed by external third
parties.

• Unrestricted net assets:  Unrestricted
net assets represent resources derived
from student tuition and fees, state
appropriations, and sales and services
of educational departments and
auxiliary enterprises.

These resources are used for
transactions relating to the educational
and general operations of the University,
and may be used at the discretion of the
governing board to meet current
expenses for any purpose.  These
resources also include auxiliary
enterprises, which are substantially self-
supporting activities that provide
services for students, faculty, and staff.

I. Operating Revenues

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

J. Non-operating Revenues

Non-operating revenues include
activities that have the characteristics of
non-exchange transactions, such as gifts
and contributions, and other revenue
sources that are defined as non-
operating revenues by GASB No. 9,
Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and
Governmental Entities That Use
Proprietary Fund Accounting, and GASB
No. 34, including state appropriations
and investment income.
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K. Restricted and Unrestricted
Resources

When both restricted and
unrestricted resources are available for a
particular expenditure, University
management may select the most
appropriate funding source based on
individual facts and circumstances.  The
University does not require that funds
be expended in a particular order, and
the decision on what fund order is used
will be made on a case-by-case basis.

Note 2—Cash and
Investments

The University maintains a cash and
investment pool that is available for use
by all funds.  Each fund’s portion of this
pool is displayed in the Statement of
Net Assets under:  Cash and cash
equivalents, Short-term investments,
Other long-term investments or
Endowment investments-held in trust,
depending on the nature of the
investment.

Authorization for investment activity
is stated in Indiana Code Title 20,
Article 12, Chapter 1, and Section 2.

Additionally, a resolution was adopted
by the Trustees of Indiana State
University to authorize the treasurer to
manage the investment activity of the
University.  A revised investment policy
was approved by the Board of Trustees
on February 16, 2001.  Authorized
investments include obligations of the
United States Treasury, governmental
agencies, commercial paper, bank
obligations of federally insured banks,
repurchase agreements, and investment
grade corporate bonds.   The University
has also been the recipient of stocks and
bonds through endowments and
scholarship funds.

The University’s investments are
categorized to give an indication of the
level of risk assumed at year-end.
Category 1 includes investments that
are insured and registered by use of a
safekeeping receipt in the University’s
name.  Category 2 includes uninsured
and registered investments for which
the securities are held by the University.
Deposits are insured up to $100,000 by
FDIC, and in excess of $100,000 by the
Indiana Public Deposits Fund. Cash
and investments at fair value at June 30,
2003 consist of the following:

Note 3—Change in
Accounting Policy

The University’s new capitalization
guidelines were approved by the Board
of Trustees on May 25, 2001.  The
implementation of these new guidelines
increased the threshold for
capitalization on moveable equipment
from $500 to $2,500 and building
improvements from $25,000 to
$50,000.  The result of implementing
these new guidelines included writing
off 15,770 assets with a cost basis of
$19.5 million and accumulated
depreciation of $13.4 million.  This is
represented on the Statement of
Revenue, Expenses, and Changes in Net
Assets as a $6.1 million reduction of net
assets in 2002.

Cash and Investments

Fair Market Value Book Value

Investments—Category 1
U.S. government securities $ 24,376,660 $ 22,821,759
Money market funds 2,753,866 2,753,866

Investments—Category 2
Bonds 12,810,504 11,996,477

Deposits
Bank deposits 1,248,211 1,248,211
Certificates of deposit 10,733,563 10,733,563
Working funds 88,238 88,238

Investments not categorized
Short-term investments 32,017,810 32,017,810

Total cash and investments $ 84,028,852 $ 81,659,924
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Unrestricted Net Assets

Allocated for capital projects $ 14,307,290
Allocated for debt service reserve 10,981,972
Allocated for academic/administrative activities 10,119,248
Allocated for auxiliary enterprises 8,586,285
Allocated for working funds 7,294,750
Allocated for reserves for encumbrances 6,027,590
Allocated for University initiatives 4,911,706
Allocated for technology improvements 3,336,012
Allocated for enrollment stabilization 2,100,090
Allocated for benefit claims 1,934,942
Allocated for contingency reserve 1,193,562
Allocated for graduate and undergraduate aid 701,429

Total allocated unrestricted net assets $ 71,494,876
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Note 4—Unrestricted Net
Assets

The University has placed some
internal restrictions on unrestricted net
assets, which meets the operational
needs of the University.  These
restrictions include:
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Note 6—Long-Term Liabilities

Long-term liabilities of the University consist of bonds and notes payable, compensated absences, and contingent liabilities.
The changes in long-term liabilities are as shown below:

Note 5—Capital Assets

Following are the changes in capital assets for the year ended June 30, 2003:

 Balance Balance
 June 30, 2002 Additions Deductions June 30, 2003

Capital assets not being depreciated
Land $ 16,061,187 $ 970,021 $ - $ 17,031,208
Works of art 135,160 - - 135,160
Construction in progress 2,622,963 6,285,366 (5,846,652) 3,061,677

Total capital assets not being
depreciated $ 18,819,310 $ 7,255,387 $ (5,846,652) $ 20,228,045

 Capital assets being depreciated
Infrastructure $ 33,036,694 $ - $ - $ 33,036,694
Land improvements 17,521,638 77,002 - 17,598,640
Buildings 261,952,095 4,073,171 (3,912,381) 262,112,885
Equipment 70,441,300 4,740,993 (2,660,812) 72,521,481

Total capital assets $ 382,951,727 $ 8,891,166 $ (6,573,193) $ 385,269,700

Less accumulated depreciation for:
Infrastructure $ (21,766,421) $ (937,591) $ - $ (22,704,012)
Land improvements (10,013,741) (852,559) - (10,866,300)
Buildings (103,167,300) (5,502,179) 2,940,915 (105,728,564)
Equipment (45,937,026) (4,688,820) 2,386,974 (48,238,872)

Total accumulated depreciation $ (180,884,488) $ (11,981,149) $ 5,327,889 $ (187,537,748)

Total capital assets being
depreciated, net $ 202,067,239 $ (3,089,983) $ (1,245,304) $ 197,731,952

Total capital assets, net $ 220,886,549 $ 4,165,404 $ (7,091,956) $ 217,959,997

Balance Balance Due Within
June 30, 2002 Additions Reductions June 30, 2003 One Year

Bonds payable (Note 7)
Student fee bonds $ 71,485,000 $ - $ (4,610,000) $ 66,875,000 $ 4,830,000
Student service bonds 1,170,000 - (600,000) 570,000 210,000

Total bonds payable $ 72,655,000 $ - $ (5,210,000) $ 67,445,000 $ 5,040,000

Notes payable (Note 7)
Old National Bancorp $ 3,881,709 $ - $ (1,550,000) $ 2,331,709 $ 2,331,709
Bank One 5,315,000 - - 5,315,000 -

Total notes payable $ 9,196,709 $ - $ (1,550,000) $ 7,646,709 $ 2,331,709

Compensated absences
(Note 8)

Vacation accrual $ 2,846,661 $ - $ (12,466) $ 2,834,195 $ 2,135,021
Sick accrual 134,712 21,514 - 156,226 78,113

Total compensated
absences $ 2,981,373 $ 21,514 $ (12,466) $ 2,990,421 $ 2,213,134

Contingent liability
(Note 17) - 1,000,000 - 1,000,000 -

Total long-term liabilities $ 84,833,082 $ 1,021,514 $ (6,772,466) $ 79,082,130 $ 9,584,843

Bond redemption reserve (Matured unpaid bonds and coupons) 243,622

Total long-term liabilities current portion $ 9,828,465
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Note 7—Bonds and Notes
Payable

Indiana State University is
authorized by acts of the Indiana
General Assembly to issue bonds and
notes for the purposes of financing the
construction of the student union
building, housing, athletic, parking, and
academic facilities.  The outstanding
bond and note indebtedness at June 30,
2003 was $75,091,709.

The issues are serial or term bonds
and notes payable with maturities
extending until 2021.  For the fiscal
year 2002-2003, a separate fee
replacement appropriation was received
from the State of Indiana.  The
appropriation represented the amount
required to make principal and interest
payments for financing certain
academic and student facilities.

The ISU Amphitheater Bonds of
1973 matured during fiscal year 2002-
2003.  There are funds remaining with
the bond trustee to cover any claims on
principal or interest that are outstanding
to bondholders.

The University has pledged
$46,540,794 in student tuition as
collateral for student fee bonds and
student service bonds.

In prior years, Indiana State
University defeased certain serial bonds
by placing the proceeds of new bonds in
an irrevocable trust to provide for all
future debt service payments on the old
bonds.  Accordingly, the trust accounts
and liability for the defeased bonds are
not included in the financial statements
of Indiana State University.

Note 8—Compensated
Absences

The University records a liability for
all unused vacation and sick leave
balances as well as related fringe benefits
that are payable upon employee
termination in accordance with
University policy.  The current vacation
policy states that an employee cannot
accrue more than 40 days vacation, for
which they would be paid upon
termination. Support staff who have at
least ten years of service and are age 60
will receive payment of one-half of the
accrued sick leave, not to exceed 45
days, upon retirement from the
University.

Note 9—Retirement Plans
and Other Post-
Employment Benefits

Authorization

Authorization to establish retirement
plans is stated in Indiana Code Title 20,
Article 12, Chapter 1, and Section 2.

Faculty and Executive/
Administrative/Professional Staff

Faculty and executive/administrative/
professional employees of the University
participate in a defined contribution
plan administered through the Teachers

Insurance and Annuity Association
(TIAA).  Benefit provisions are
established and/or amended by the
Board of Trustees.  The plan purchases
individual annuity contracts for
members and provides for immediate
vesting.  The University contributes 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 1, 1998, the contribution rate is
12 percent of the base appointment
salary.  For fiscal year 2002-2003, the
University made contributions totaling

Outstanding Bonds and Notes Payable

Issue Interest Maturity Outstanding

Date Rate Dates June 30, 2002

Student Fee Bonds

Series H 1994 2.5%-5.0% 2011 $ 25,705,000

Series I 1998 3.8%-5.4% 2016 24,780,000

Series J 2000 4.75%-5.5% 2020 16,390,000

Student Service Bonds

Student Union,

Series B 1976 6.2%-6.7% 2006 570,000

Notes Payable

Hines Hall remodel 1999 3.9% 2004 2,331,709

Jones Hall remodel 2001 4.46% 2006 5,315,000

Total $ 75,091,709

Debt Service Requirements

Total Total

Year Bonds Notes Principal Interest Payments

2004 $ 5,040,000 $ 2,331,709 $ 7,371,709 $ 3,599,938 $ 10,971,647

2005 5,280,000 1,000,000 6,280,000 3,269,773 9,549,773

2006 5,435,000 4,315,000 9,750,000 2,974,010 12,724,010

2007 5,560,000 - 5,560,000 2,516,468 8,076,468

2008 5,835,000 - 5,835,000 2,232,029 8,067,029

2009-2013 23,485,000 - 23,485,000 7,115,361 30,600,361

2014-2018 12,890,000 - 12,890,000 2,396,393 15,286,393

2019-2021 3,920,000 - 3,920,000 331,375 4,251,375

Totals $67,445,000 $ 7,646,709 $75,091,709 $24,435,347 $ 99,527,056
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$5,641,719 to this plan.  For the fiscal
year ended June 30, 2003, there were
833 employees and retirees participating
in TIAA with annual salary equal to
$53,312,374.

The University also makes
contributions to the 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 years ending June 30, 2003,
2002, and 2001 were $72,174,
$81,303, and $70,369, respectively.  The
University contributed 97 percent of the
required contributions for each of the
fiscal years, respectively.  For the fiscal
year ended June 30, 2003, there were
eight employees participating in STRF
with annual salary equal to $529,781.
STRF issues a publicly available
financial report that includes financial
statements and required supplementary

information for the plan as a whole and
for its participants.  That report may be
obtained by writing the State Teachers
Retirement Fund, 150 West Market
Street, suite 300, Indianapolis, IN
46204, or by calling (317) 232-3860.

Support Staff

Regular clerical and service staff
participate in the Public Employees
Retirement Fund (PERF), a retirement
program administered by an agency of
the State of Indiana.  PERF is an agent
multiple-employer public employee
retirement system, which provides
retirement benefits to plan members
and beneficiaries.  Benefit provisions are
established and/or amended by the State
of Indiana.  There are two parts to this
plan: an annuity savings plan and a
defined benefit agent multi-employer

plan. The employee contributes three
percent (3%) of their gross earnings
during the first year of employment to
the annuity savings plan.  After one year
of continuous employment, the
employee’s contribution is paid by the
University.  The University contributed
5.2 percent of the employee’s gross
earnings to the defined benefit agent
multi-employer plan during the 2002-
2003 fiscal year.  Employees are eligible
to participate in this plan immediately
upon employment, and are fully vested
in the defined benefit plan after ten
years of employment.  For the fiscal year
ended June 30, 2003, there were 894
employees participating in PERF with
annual salaries equal to $18,418,437.

Actuarial information related to the
University’s portion of the plan is
disclosed as follows for the fiscal year
ending June 30, 2003:

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

Excess
Excess (Unfunded)

Assets over Annual AL as a % Annual Percentage Net
Valuation Accrued (Unfunded) Funded Covered of Covered Pension of APC Pension
of Assets Liability AL AL Ratio Payroll Payroll Cost (APC) Contributed Obligation

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

7-1-2001 $19,897 $17,269 $2,629 115.2% $14,945 17.6% $671 100% $(420)
7-1-2002 $20,341 $18,694 $1,647 108.8% $15,004 11.0% $728 100% $(487)
7-1-2003 $18,101 $18,645 $(544) 97.1% $16,968 (3.2%) $861 100% $(484)

21
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PERF issues a publicly available
financial report that includes financial
statements and required supplementary
information for the plan as a whole and
for its participants.  That report may be
obtained by writing the Public
Employees Retirement Fund, Harrison
Building, room 800, 143 West Market
Street, Indianapolis, IN 46204, or by
calling (317) 232-4162.

The University provides post-
retirement healthcare benefits to regular
full-time faculty and staff who may
become eligible for those benefits if they
retire from the University after accruing
the required years of service.  Currently,
1,225 retirees and dependents meet
those eligibility requirements.
Expenditures for post-retirement
benefits are recognized as retiree claims
are incurred.  During the year,
expenditures of $3,406,206 were
recognized for post-retirement
healthcare.

The University also provides life
insurance benefits to all retired
employees if they reach normal
retirement age while working for the
University.  During the year,
expenditures of $52,321 were
recognized for post-retirement life
insurance.

Note 10—Related
Organization

The Indiana State University
Foundation is a separate nonprofit
organization that is exempt from federal
income tax.  It was formed in 1928 to
assist in the support and development
of the University.  During fiscal year
2002-2003, the Indiana State University
Foundation expended $6,011,052 in
support of the University.

Note 11—Risk
Management

The University is exposed to various
risks of loss related to torts; theft of,
damage to, or destruction of assets;
errors or omissions; job-related illnesses
or injuries to employees; and health and
other medical benefits provided to
employees and their dependents.  The
University handles these risks of loss
through combinations of risk retention
and commercial insurance.  For

buildings and contents, the University
has risk retention of $25,000 per
occurrence.  The maximum liability to
the University for job-related illnesses or
injuries is $175,000 per occurrence.

The University retains the risk for
medical benefits up to a stop-loss
provision of $215,000 per member.

Medical Claim Liability

Unpaid medical
claims, 7/01/02 $ 2,599,376

Claims occurred 13,298,606
Claims paid (12,718,386)
Unpaid medical

claims, 6/30/03 $ 3,179,596

Note 12—VEBA Trust

The University established a
Voluntary Employees’ Benefit
Association (VEBA) trust, with an
independent trustee, for the purpose of
providing retiree medical benefits for
retired employees of Indiana State
University and their dependents who
become eligible upon accruing the
required years of service. Approval from
the IRS for the tax-exempt status of the
trust was received on March 2, 1999.

The trust is funded from reserves set
aside in previous years for this purpose,
University contributions, employee
payroll deductions for post-retirement
benefits, and reinvested net earnings.  A
summary of the activity in the trust for
the year ending June 30, 2003, is as
follows:

The market value of the trust was
$26.2 million on June 30, 2003.  These
funds cannot under any circumstances
revert to the University; therefore, the
financial statements of the University do
not include the value of these assets.

The actuarial evaluation, completed
in 1997, projects the accrued liability
for future retiree health care for current
and active employees to be
approximately $50.9 million.  The
University plans to have another
actuarial evaluation in the near future.

Note 13—Litigation

The University has been named as a
defendant in a number of lawsuits.  The
final outcome of any of these lawsuits
cannot be determined at this time.
However, the management is of the
opinion that any ultimate liability to
which the University may be exposed
will not have a material effect upon the
University’s financial position.

Note 14—Funds Held in
Custody for Others

Funds held in custody for others
consist of $585,621 for other agencies
(student and faculty organizations) and
$73,654 for refunds due students.

Voluntary Employees’ Benefit Association (VEBA)

Beginning fund balance $ 24,931,819
Transfer of employee/employer contributions 2,040,000
Reinvested net earnings 954,665
Less: management fees (58,843)
Realized loss on sale investments (965,804)

Fund balance at June 30, 2003 $ 26,901,837
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Restatement 2002

Restated
2002 Corrections 2002

Other Operating Revenues $ 4,916,069 $ (1,721,671) $ 3,194,398

Supplies and Expenses $ 43,371,330 $ (1,721,671) $ 1,649,659

Tuition (Net) $ 30,674,374 $ (2,759,168) $ 7,915,206

Auxiliary Fees and Services (Net) $ 22,005,036 $ 2,759,168 $ 24,764,204

The restatement did not change the reported Net Increase in Net Assets for
fiscal year 2001-2002.

Note 15—Natural Classifications with Functional Classifications

The University’s Operating Expenses by Functional Classification and Natural Classification were as follows:
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Note 16—Restatement
2002

The statement of Revenues,
Expenses, and Changes in Net Assets
for the year ended June 30, 2002 has
been restated to reflect the following
corrections:

• Indirect cost recoveries from Grants
and Contracts of $517,974 and
mandatory transfers between funds
for debt service payments of
$1,203,697 were not eliminated for
fiscal year 2001-2002.  Therefore,

Other Operating Revenues and
Supplies and Expenses have each
been decreased by the total amount
of $1,721,671.

• Tuition Scholarship Allowances was
understated and Auxiliary
Scholarship Allowances was
overstated in the amount of
$2,759,168.  The reallocation of the
allowances to the correct revenue
classifications resulted in a decrease
in net Tuition and Fees Revenue and
an increase in net Auxiliary Fees and
Services Revenue.

Note 17—Contingent
Liability

During an internal review of
procedures concerning the award and
distribution of Title IV financial aid for
the 2001-2002 academic year,
transactions were found that did not
comply with University’s Satisfactory
Academic Progress policy required by
the U.S. Department of Education.

Pursuant to Finding 2002-1,
Overpayments of Student Financial Aid,
as reported in the 2001-2002 Federal
Awards Audit Report of Indiana State
University issued on March 31, 2003, a
$1,000,000 contingent liability was
established for possible repayment of
these financial aid awards to the U.S.
Department of Education and the State
of Indiana.  The liability has been
classified as non-current as it is
uncertain as to when these liabilities will
be settled.

Year ended June 30, 2003
Natural Classification

Compensation Supplies and  Scholarships
and Benefits Materials Utilities and Fellowships Depreciation Total

Instruction $ 54,781,931 $ 5,638,921 $ - $ - $ - $ 60,420,852
Research 5,443,635 5,216,505 - - - 10,660,140
Public service 653,646 288,221 - - - 941,867
Academic support 10,103,673 3,318,621 - - - 13,422,294
Student services 6,676,409 950,801 - - - 7,627,210
Institutional support 10,055,953 7,807,200 - - - 17,863,153
Operation of plant 8,401,271 10,244,758 6,206,866 - - 24,852,895
Scholarships 554,261 23,054 - 3,697,784 - 4,275,099
Auxiliary enterprises 10,410,145 13,797,444 40,268 - - 24,247,857
Depreciation - - - - 11,981,149 11,981,149

$107,080,924 $47,285,525 $ 6,247,134 $ 3,697,784 $11,981,149 $176,292,516

Functional Classification
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Foundation
ISU Foundation
Gillum Hall, room 320
Indiana State University
Terre Haute, Indiana 47809
812-237-3732

University
Officials
as of June 30, 2003

Lloyd W. Benjamin III
President of the University

Steven K. Pontius
Provost and Vice President for
Academic Affairs

Gregg S. Floyd
Vice President for
Business Affairs, Finance, and
University Treasurer

Thomas Ramey
Vice President for
Student Affairs

Robert E. Thompson
Interim Vice President for University
Advancement and Executive Vice
President of the ISU Foundation

Robert E. Schafer
Vice President for Administrative Affairs
and Secretary of the University
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