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Endowment Market Value 1973-1978

(In Millions of Dollars)

Income by Source

igh ghts
The last several pages of this report dis
play the financial report of the Univer
sity for the year that ended June 30,
1978. Comparative figures for the previ
ous year and footnotes are also pro
vided for the purpose of providing
perspective and explanation. On the
facing page are a few items selected
from this report together with some en
rollment information.

For those who have occasional op
portunity to look at statements prepared
by commercial organizations, the use of
"funds" as in "fund accounting" or
"fund balance" is an obstacle to under
standing. The several fund classifica
tions are explained in Note A on page
26, but some may find an analogy more
helpful. Many large organizations are
involved in a variety of activities and
find strong operational reasons to orga
nize along functional lines. An operat
ing division and real estate and finance
divisions might be among those of
many large companies. In the state
ments that follow, the operating divi
sion is called the Current Fund and the
equivalent of the real estate division is
called the Plant Fund, to give but two
examples. A commercial organization
could modify the structure as it wished,
but for reasons both legal and historical
the University has very few options and
is required to maintain fund
classifications. For legal reasons, the
bequests and gifts that have specific
uses set by the donor must be
separately identified; they are in the
Endowment Funds.

Another analogy will help to explain
fund balances. If an individual lists all
accumulated items of value such as
cash, a home, an auto, a boat, and so
on, and from the total of these subtracts
the amounts owed to others such as
home mortgage, retail accounts, insur
ance loans, etc., the balance is called
net worth. In a company it may be call
ed stockholders equity, and at the Uni
versity we call it fund balance. In sev
eral of the University funds the balance
is subdivided according to the rules of
fund accounting.
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Financial
(In thousands of dollars)

Years Ended June 30

1978 1977 1976 1975
CURRENT FUNDS REVENUES

State appropriations ........ - $184,470 $165,769 $152,130 $127,140
Tuition and fees ........... . . . . . . . . . . ........ 49,267 44,426 42,708 36,527
Gifts, grants, and contracts ....................... ....... . 106,394 99,695 98,312 91,269

CURRENT FUNDS EXPENDITURES
Instruction. ........ $146,944 $135,243 $128,913 $113,782
Research .. ............. . . . - . . . . . . . . 72,129 63,391 58,736 55,327
Public Service . . . . . . . , . , . . . . . . . .......... 30,930 27,259 30,217 24,168

ENDOWMENT AND LIFE INCOME FUNDS
Market value .................. $ 88,500 $ 87,200 $ 83,100 $ 78,100

PLANT FUND
Total asset value at cost .", ........ ............ . . . . . . . . . . $854,201 $797,140 $763,282 $715,727
Bonds and notes payable. 48,335 47,663 47,565 47,246

SCHOLARSHIP AND FELLOWSHIP EXPENDITURES
Unrestricted sources . . . . . . . . $ 2,936 $ 2,795 $ 2,653 $ 2,337
Restricted sou rces ............................... ........ 4,711 5,229 6,904 5,863

Emollment
Headcount - fall

1977 1976 1975 1974

TWIN CITIES
Graduate School . . . . . . . . 7,060 7,294 7,450 7,078
Health Sciences ............. 4,300 4,203 3,939 3,502
Law ........ ... , ............ , . ....... 732 708 711 711
Veterinary Medicine. 306 299 294 281
All other colleges and schools .. 32,380 33,284 32,895 31,398

DULUTH
Undergraduate ... ....... . .......... 6,378 6,227 5,955 5,370
Medicine ......... . . . . . . . . . . ........ , 108 93 85 60
Graduate . . . . . . . . ........ 258 241 170 148

MORRIS ........ ........ . ....... . . ........ 1,561 1,569 1,593 1,559

CROOKSTON ... . ....... . . . . . . . . . . 1,036 992 930 851

WASECA ...... . . . . . . . . ........ . ....... 958 851 705 536

Total enrollments 55,077 55,761 54,727 51,494
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WE ASKED MINNESOTANS in diverse parts of the state to
offer their honest opinions about the University of
Minnesota and to give specific examples of how the
University affects their lives.

We found, overwhelmingly, that whether you ask the
entrepreneur, the educator, the fanner, the community
service volunteer, the county sheriff, or the doctor, you'll
find that the University is appreciated and highly regarded.
People across the state are enthusiastic in their support of
the University.

We're pleased with their thoughts about the University.
And we're also proud to be associated with the people we
talked to. Some are graduates of the University and some
are not, but they all show why the state of Minnesota is
recognized around the world for the character of its people
and the quality of life here. As it has in the past, the
University of Minnesota will continue to strive to contribute
to both.

I believe the University is accomplishing this mission,
and recent opinion polls support this belief. A Minnesota
Poll published last year in the Minneapolis Tribune
indicated that 80 percent of those polled hada "favorable"
impression of the University as an educational institution.

The strength of the University's commitment to
teaching, research, and public service is inseparable from
its financial strength.

I'm confident that through thoughtful internal review the
University will be prepared to meet the challenge of
constantly changing enrollment patterns within a stable or
declining total.

The University had earlier projected a slight enrollment
increase into the early 1980s. When, in 1977, this increase
did not materialize, the resultant loss in tuition income
precipitated budget adjustments that avoided a dangerous
mismatch of income and expenses. Indeed, the University's
ability to adjust will become increasingly important in the
face of inflation, fluctuating enrollment, and the emerging
needs of the people of Minnesota and the nation.

As this report is being prepared, my administration,
faculty representatives, and others are engaged in intensive
efforts to prepare the University to meet the financial
challenges of the fu ture.

Cordially,

C· ~~~~
C. Peter Mag~h-~ 
President

-
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reaching out

--

Dracula, Marcel Marceau, the Soviet
Georgian Dancers, Marat/Sade, the Uni
versity Bands, Natalie Cole, the Minne
sota Orchestra, the Minnesota Dance
Theatre, men's and women's intercolle
giate athletics, Kiss Me Kate, the Ameri
can Ballet Theatre ... these and nu
merous other events attracted nearly a
million visi tors to the Universi ty of
Minnesota's Twin Cities campus during
the 1977-78 fiscal year.

During the academic year, nearly
45,000 students and more than 17,000
faculty and staff members come to the
985-acre Twin Cities campus every day,
and another 20,000 students attend eve
ning classes. It's the nation's largest
university campus.

The University's impact on the met
ropolitan area is obvious: the morning
traffic jam on highways leading to the
campus dramatizes the number of peo
ple involved.

What may not be so apparent is the
University's impact 350 miles to the
north along Highway 11 or 100 miles to
the south along Highway 30 - places
where the residents can't see the pillars
of Northrop Auditorium or the tower
ing health sciences center or the agri
cultural test plots.

But the University is out there,
touching the lives of fanners in Roseau,
business entrepreneurs in Alexandria,
community leaders in Two Harbors,
families in Amboy. University experts
are providing advice and assistance that
improves the lives of people throughout
Minnesota.

County agents from the University's
Agricultural Extension Service - more
than 100 of them in all - are working
in every Minnesota county helping
fanners solve existing problems and
avoid new ones. The agents are also
hard at work encouraging more than

50,000 Minnesota young people to con
tinue the state's enviable tradition of
agricultural excellence through the 4-H
club program.

"It's a matter of human beings being
educated and helping other people to
become educated" is how University
professor emeritus E. C. Stakman de
scribed the University's educational
process.

Human beings and the quality of
their lives are the main interests of the
University. Through educational, recre
ational, and cultural programs on the
Twin Cities campus, at the technical
colleges in Crookston and Waseca, and
on the Duluth and Morris campuses
(known familiarly as UMD and UMM),
the University strives to contribute to a
high q uali ty of life for the people of
Minnesota.

How well the institution is doing its
job is for the people of the state to
decide.

Thousands of lives are touched each
day by the University. This report of
fers reflections from only a few.

• Alexandria

• Amboy

5
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Lester L. Mattson, Lake County
zoning director

"The University has gone the extra
mile in trying to provide training and
workshops for installers of sewage sys
tems," Mattson said. "I've requested
that the local health department require
installers to be exposed to University
training as part of their licensing proce
dure in Lake County."

Mattson cited the impact Roger
Machmeier, professor of agricultural en
gineering, has had on Lake County.

"We've been trying to determine
how on-site sewer systems would func
tion in the heavy clay soils common in
this area," Mattson said. "With Roger's
help we developed an experimental sys
tem and have been monitoring it for
some time. If we had constructed it ex
actly the way Roger suggested, we
would have had an even more SLlccess
ful system."

Mattson said he was very "pleased
with the University" because of this
project.

Mattson also mentioned extension
courses and a sewer system installation
manual developed by Machmeier as
further benefits of University expertise.
"f would like to see similar courses and
manuals about building codes and en
ergy codes," he said. "The University is
the logical place to develop them. Small

governmental jurisdictions don't have
the money to pay consultants for the
type of expertise available from the
University. I don't think the average
person realizes that professional and
paraprofessional programs are available
at the University."

Lyle Northey, mayor and elementary
school principal

"As an educator and as a communi
ty official, I've called on the University
and have never been turned down,"
Northey said. "They've done water
studies, waterfront economic develop
ment studies, and studies to show the
economic impact of the tourist dollar in
this area."

The University has offered several
cultural programs and cultural educa
tion programs in the area, and Northey
said he would like to see "increased de
velopment of cultural education."

Originally from Buhl, Northey has
been mayor of Two Harbors for two
and a half years. He smiled as he men
tioned that the last mayor of the small
North Shore community was from Buhl,
too.

Despite the fact that he and others
in the area are critical of institutional
bureaucracy, Northey said several peo
ple are taking advantage of courses

available at the University's Duluth
campus. "The University has come a
long way toward eliminating red tape,"
Northey said. "UMD people have gone
out of their way to make their courses
attractive to people in our community,
and the courses are taught by very
capable people."

"The University has
gone the extra mile."
Lester Mattson

J
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"The University has come
a long way toward elimi
nating red tape."
Lyle Northey

pie at UMD helping. Most people just
can't afford to take the time and money
to go to Minneapolis for courses."

The Fergusons' oldest son, Duncan,
graduated from the College of Forestry
in 1978. "Duncan was very hesitant
about starting at the 51. Paul campus.
But now he's satisfied with what he
learned there," Mr. Ferguson said.

But the Fergusons are also ready to
take issue with the University on a cou
ple of points, including the 4-H club
program, in which Mrs. Ferguson has
been very active over the years.

"We need increased 4-H club activi
ty here," Mr. Ferguson said. "There are
only four clubs in the county. There
was one that used to average 25 to 30
children. Now it has only eight
members."

The Fergusons also disapprove of
the way funds for the Minnesota Public
Interest Research Group (MPIRG) are
collected. "It's not that MPlRG might
not be doing good things. We're not for
banning MPIRG. We just disagree with
the system for funding the group. It's
basically collection by default," he said.

"But we support the University and
what it is doing to educate people,"
Mrs. Ferguson said. "Even if it's not for
a degree, it's fascinating just to learn
more."

"Most people just can't afford
to take the time and money to
go to Minneapolis for courses."
Ruth and Don Ferguson

With the help of University staff
from the Duluth campus, a General
Education Development (CED) program
was set up, and more than 30 adults
have taken advantage of it to earn the
equivalent of a high school
diploma.

Payment said the University also has
had 'an impact at the grade school level.
"The middle and elementary schools
had to drop string instruments from
their music programs because of the
cost of the instruments. But, through
the community education program and
teachers at UMD, there are now instru
ments for 23 children from kindergarten
through the ninth grade."

Payment believes the University of
Minnesota is an "excellent educational
institution" and thinks the general
public agrees. "We had a social dancing
class that wasn't going very well. Then
I publicized the fact that the instructor
was from the University, and the class
filled right up."

Ruth and Don Ferguson, nurse and
forester

"There was only one building at
UMD 29 years ago," said Don Fergu
son, a 1953 graduate of the College of
Forestry on the 5t. Paul campus. He's
now a self-employed forester.

The Fergusons expressed approval of
the development of the University's
Duluth campus.

"As a nurse, I consider the medical
school at Duluth an advantage," Ruth
Ferguson said. "Nurses have to attend
continuing education classes. Nurses
and other people in this area wouldn't
have good community education and
continuing education without the peo-

"One person at UMD cared."
Jo Ann Payment

/0 Ann Payment, community education
coordinator

"With the hundreds of letters they
must receive, I couldn't believe I would
receive such a response," Payment said.
"One person at UMD cared and did a
lot for me personally."

Payment had taken and passed a
UMD entrance examination but "pan
icked" when it came time to register,
she said. "I wrote the admissions and
records official at UMD and told him I
wasn't coming. I received a three-page
reply that convinced me I could do it.
He encouraged me to start during the
summer session, when there would be
more adults around with experiences
and fears similar to mine. I went four
straight years and got my degree."

Now, as a community education
worker and a candidate for a master's
degree in educational psychology, Pay
ment is enthusiastically involved in en
couraging residents of the Two Harbors
area to further their educations. 5he
feels that personal growth through
education eventually benefits the
community.
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roseau

Bill Adams, Roseau Times Region editor
"We definitely feel the University's

impact here in Roseau," said Bill
Adams, and he should know. Although
he's a native of South Dakota, Adams
has been editor of the Roseau Times Re
gion for 30 years.

"We've been fortunate in attracting
a number of University specialists to
this area," Adams said, referring to
University assistance with sheep and
beef and dairy cattle and advice about
crops.

Adams feels agricultural research in
tended to advance worldwide food pro
duction is the most important mission
of the University. "A nation that can't
feed itself is a discontented nation," he
said.

"A lot of people who study and do
research at the University return to
their countries and help increase food
production."

Adams's intereS't in agricultural is
sues extends to youth programs in the
area. "1 think we have one of the best
4-H leaders in the state. The kids love
her, and they will work for her."

Adams thinks such leadership from
University staff encourages students to
attend the University, especially the
nearby campus at Crookston.

Franklin Rykken, Northrup King field man
"Without refinements developed by

University staff we could never have
achieved what we have today," Rykken
said.

He was referring to the fact that Ro
seau has become known as "the timo
thy capital of the world." Timothy is a
forage grass used extensively in dairy
farming states such as Wisconsin and
New York.

But timothy research represents only
part of the University's efforts in the
Roseau area. Park Kentucky bluegrass is
now shipped all over the world from
Roseau. It all started in 1953, when a
local farmer planted 12 pounds of seed
on 12 acres of farmland. Soon a group
of farmers formed the Northern Minne
sota Bluegrass Growers Association,
and by 1960 the first measurable crop of
bluegrass seed was harvested.

According to Rykken, the farmers
suffered many setbacks during the
1960s, including too much rain and too
little rain. In 1967 Northrup King Com
pany entered the area and with the help
of University researchers began to turn
things around. In 1974, nearly 7 million
pounds of seed - the largest crop
ever - were harvested.

"Working hand in hand with the
farmers, University specialists helped
with fertilization and weed control,"
Rykken said. "The farmers did not
know when to apply materials to the
fields or how to do it." University re
searchers now monitor yields in the
area.

Progress is being made on other
fronts, too, including the battle against
a recently discovered, pesky weevil that
inhibits the effectiveness of herbicides
applied to kill quack grass in fields of
bluegrass.

"Without the help of the Universi
ty," Rykken said, "we would be years
behind in the development of this in
dustry in Roseau."

Judy Moren, 1968 graduate in education
"At first 1 didn't take my education

seriously, but now I realize it was ex
tremely important to me," Moren said.
"My thinking would be different with
out the education I had. My whole phi
losophy of life has changed. I'm more
self-assured. I'm also more interested in
the opinions and ideas of others."

t.



"I think they're doing
an outstanding job at
Crookston."
Paul Knochenmus

"Without refinements
developed by University

staff we could never
have achieved what

we have today."
Franklin Rykken

Marriage and children interrupted
Moren's studies at the University. After
her second child was born, she com
pleted her degree. After the birth of a
third child the family moved to Roseau,
where Moren did her student teaching
and later taught kindergarten for three
years before deciding to "become a full
time mother and raise my kids."

"1 would love to see my children at
tend the University," Moren said. "You
can be a small town kid and still adjust
to the large University campus while
broadening your horizons.

"The University of Minnesota is the
type of school where you have contact
with many different kinds of profes
sors, students, and others around the
campus.

"[ am proud to have graduated from
the University of Minnesota. I feel that
it's a very prestigious institution."

"I would love to see my chil
dren attend the University."
JUdy Moren

Paul Knochenmus, Roseau County sheriff
"I am not a college-educated man,

but 1 realize that education is really im
portant now if you're going to get into
certain professions," said Knochenmus,
who's been Roseau County sheriff for
20 years.

Knochenmus is familiar with exten
sion programs offered by the Universi
ty's Crookston campus. He's attended
seminars on alcoholism and drug abuse
and thinks the University courses are
"good things for Jaw enforcement
officers. "

A new state law stipulates that all
police officers in the state must be li
censed. The licensing requirements in
clude completion of basic police science
courses and continuing education semi
nars, and Knochenmus welcomes the
requirements.

"Law enforcement officers have to
keep up with changes so they can do
their jobs more effectively," he said.

The sheriff's son Jon completed the
restaurant management program at the
University of Minnesota Technical Col
lege at Crookston and is currently as
sistant manager at a local business.

"We're all satisfied with the educa
tion Jon received at Crookston," Kno
chenmus said. "My wife and 1 were
pleased and impressed with the faculty
members we met. [ think they're doing
an outstanding job at Crookston.

"The majority of our college-
educated people are pretty good citizens."

"We definitely feel the Universi
ty's impact here."
Bill Adams

9
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Jim Clayton, director, Alexandria
chamber of commerce

"One area where I'd say the Univer
sity is doing a great job is the medical
area," Clayton said. He thinks he has
good reason to make that statement.

"I spent several months in Universi
ty Hospitals when I was young," he
said, "and I've lived in areas of the
state where it's tough to get doctors.
You're scared to get sick."

Clayton decided to try to do some
thing to improve medical services in
rural Minnesota. He worked with legis
lators and University administrators to
develop a program that would encour
age graduates of the University's Medi
cal School to establish practices in rural
areas.

The program has shown some suc
cess. "We've been fortunate here in Al
exandria, for example," Clayton said.
"But there are still some areas in the
northwestern part of the state where
there are few doctors."

As director of the Alexandria cham
ber of commerce and through involve
ment in Alexandria's Industrial
Development Corporation, the State

Advisory Tourism Council, and the Al
exandria area technical school curricu
lum committee, Clayton has had contact
with a number of University staff mem
bers and said he received "tremendous
cooperation" from them.

Clayton cited a University pilot
study for a $20 million sanitary sewer
district project. "The project will help
keep our lakes clean so we can use
them for recreation," Clayton said.
There are 200 lakes in Douglas County.
"We have to be concerned about
them," he said.

Keith Redfield, Alexandria Junior
High principal

"The kid who knows he or she
wants to be a doctor or dentist is going
to select the University of Minnesota,"
said Redfield, who is the current presi
dent of the Minnesota Association for
Secondary School Principals.

The students who have chosen pro
fessions - the "decided" students, as
Redfield calls them - should not be
characterized as the intellectual students
and the others as nonintellectual, Red
field said, but it is true that "those who
go to the University are looked upon as
the better students."

Redfield earned a bachelor's degree
in business administration on the
Morris campus in 1964, and he's a
former president of the Morris Alumni
Association. He also has master's and
doctorate degrees in educational
administration.

Redfield and others were concerned
about the reading levels of Alexandria
students. "We hired an instructor with
a reading specialty from the University,
and we've realized immediate results,"
he said.

"Communities like ours owe a bit of
gratitude to the University, which
makes it possible for us to acquire pro
fessional people."

Cal Courneya, vice president, DryMor
Industries, Inc.

"One hell of a bunch of help," is
how Courneya described the assistance
he got from University of Minnesota
staff people when he was developing a
new system for drying grain crops.

Courneya started his University
studies in agricultural education but
earned his degree in electrical engineer
ing in 1959. His background in chemis
try and physics provided a good basis
for developing plans for a dryer, but it



"I went to the county agent ... they
have information on everything."
Cal Courneya

"Communities like ours owe a
bit of gratitude to the University."

Keith Redfield

was the help of University staff, espe
ciaJly Allan Harris, an area extension
agent from the Morris campus, that got
things going.

The final product was a "clean,
quiet, and efficient" dryer that was
awarded two patents. "Our dryer
doesn't waste energy," Courneya said.
"The blowers operate with half the nor
mal horsepower, and the burners use
half the energy that comparable units
use. The design is such that we are ac
tually at zero air pollution."

DryMor Industries has 61 employ
ees, up from 16 last year. The firm's
gross revenues have increased eight
times in one year. Downplaying Min
nesota's high tax stmctures, Courneya
said, "If I were to start another busi
ness, it would be in Minnesota because
of the expertise and dependabili ty of
the work force."

Coumeya recently had a rabbit in
his well. "I went to the county agent to
find out how to resterilize the well,"
Coumeya said. "With information from
the agent, I spent only $65 to get the
job done. Otherwise I might have spent

thousands of dollars. They have infor
mation on everything."

Courneya has five children, and
they all participate in the county's 4-H
club program. "Nine years ago 4-H was
dead in this county," he said. "Now
there are 60 members. That doesn't
happen without help from the county
agent."

Joe Merickle, physiciarl, and Virginia
Bloom, KX RA radio
"It's mindboggling," said Merickle.
"It's a big, overwhelming place," said
Bloom. The two Alexandria residents
were talking about the University of
Minnesota's Twin Cities campus.

Merickle graduated from the Univer
sity's Medical School in 1965. "In some
ways it might be 100 big. But it's a tre
mendous place," he said. "The quality
of medical training at the University is
excellent. I think I stack up well against

"It's difficult to prepare a
patient from a small com
munity for whats going to
happen at University Hospitals."
Joe Merickle

.'There's no doubt about
the University's being a
great school."
Virginia Bloom

"There are still some areas in
the northwestern part of the
state where there are few doctors."
Jim Clayton

graduates from other medical schools."
As a practitioner, Merickle is con

cerned about the patients he sends to
University Hospitals. "Patients some
times come back with negative opin
ions about University Hospitals," he
said. "It's difficult to prepare a patient
from a small community for what's go
ing to happen there. It's damn big."

Bloom, who has a radio talk show,
also expressed reservations about the
University's size.

"If you're strong, healthy, and self
sufficient, it's a great institution," said
Bloom. One of her sons is attending the
University's School of Architecture, and
another son graduated from the College
of Liberal Arts.

"It's big, but there's no doubt about
the University's being a great school,"
Bloom said. "It's a prestigious institu
tion that deserves a good deal of respect
and admiration."

11
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amboy

Kathie Davis, Region Nine Development
Commission public information coordinator

"Students who go there will come
back to Amboy and be our community
leaders," Davis said about the Univer
sity of Minnesota Technical College at
Waseca.

"Instructors at Waseca teach stu
dents not only how to do their jobs, but
also to get interested in their communi
ties."

Davis, former executive vice presi
dent of the Amboy chamber of com
merce, ,thinks the future of small
communities like Amboy - which has
a population of 625 - depends on edu
cated young people returning to their
home towns.

"The students definitely need to get
out of the community for a while," she
said. "But it's important to Amboy that
more students who go to vocational
technical institutes and to Waseca are
coming back to the community. The
work they do at these institutions is
really practical. And Waseca has set up
class hours so they fit into students'
work schedules."

Davis is concerned about public per
ception of the Waseca campus. "It used
to be strictly an agricultural school, and
that's a problem because many people
believe that's all it is," she said. "But a
lot of people I work with are former
Waseca students. Employers in all fields
find these people know the rural
areas."

Davis said she would like to see
more off-campus courses offered by the
University. "But if I were going back to
school I'd go to Waseca because of its
communications department."

Sf/eldon Hiscock, Amboy Herald editor
"The Waseca campus must be doing

something right for its students," His
cock said.

Hiscock, who moved to Amboy in
1977, was surprised at the number of
students from the small community
who were going to school at Waseca.
"In a town this size, a half dozen or so
students at Waseca is saying something
good about the education offered by the
University," Hiscock said.

Hiscock was raised in Minnesota
Lake, 25 miles southeast of Amboy, but
spent the last several years in Bemidji,
where he earned a degree in elementary
education at the state university. He
calls Amboy a "progressive communi
ty," pointing out that the town has

"two car dealerships, two hardware
stores, and separate clothing and shoe
stores. "

Despite the progressive atmosphere,
Hiscock sensed some restlessness in the
community when the Minneapolis
Tribune recently published the salaries
of University Medical School faculty.
"In a town this size no one makes that
kind of money. They just don't under
stand what the salaries represent," His
cock said. "The figures didn't surprise
me. Maybe I have some sympathy be
cause I'm a teacher. For the most part,
faculty salaries are not out of line."

Hiscock thinks the University
should do more to inform the public
about the activities of the administra
tion. "A lot of issues have been over
shadowed by the problems with
athletics," he said, referring to the Uni
versity's court battles with the National
Collegiate Athletic Association and re
cent allegations of wrongdoing in the
football program. "We haven't heard
enough about what the administration
is doing with educational problems,"
he said.

Orin and Elta Pederson, Amboy farmers
"What more could we ask for?" The

Pedersons' three children attended the
University of Minnesota over a lO-year
period. "We've got a graduate in edu
cation, one in agronomy, and one in
home economics," Elta Pederson said.

The Pedersons explained that having
three children attend the same school
had one great advantage: "Each one
learned a lot about how to survive at
the University and passed it on to the.
next," Mrs. Pederson said. "Our first
daughter always felt as though she was
an experiment."

Orin Pederson said the children
were treated "real well" at the Univer
sity. "There was nothing I didn't like
about the St. Paul campus," he said.
"We enjoyed the campus and attended
many cultural events there. We could
always find our way around."

,
•
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"I receive a lot of informative
materials from the University."
Beth Hiller

"We've got a graduate in edu
cation, one in agronomy, and
one in home econom ics."
Orin and Elta Pederson

Mrs. Pederson said the Minneapolis
campus was "harder to get acquainted
with."

Through a church-related singing
group, the Pedersons' son, Gary, be
came acquainted with another student
who is now his wife. "The University
had quite an impact in this case," Mr.
Pederson said. "We gained a daughter
in-law at the UI"

The Pedersons farm about 160 acres
in Amboy, raising com, beans, and
hogs. Mr. Pederson said he goes to
field days at the Waseca campus be
cause he likes to see new bean varieties
and talk with researchers and faculty
members. "If 1 had any agricultural
problems I'd sure call the county agent
because of the expertise of University
people," he said.

Beth Hiller, city clerk and executive secre
tary of the Amboy chamber of commerce

"I wish 1 was closer to the Twin Cit
ies campus so 1 could take advantage of
the offerings there - especially piano
lessons," Hiller said.

A sister of Hiller's who is complet
ing graduate studies at the University
"likes the campus atmosphere," Hiller
said. "All the comments I've heard have
been very good."

Hiller described one of her cousins
as a "Gopher" - he played football for
the University, which is a point of
pride for the family. "That made every
one in the family happy," she said.

Hiller was born and raised in Am
boy, which she describes as a "progres
sive community."

"That's why 1 like being here," she
said. "The biggest problem in Amboy
is housing. We're trying to decide

"We haven't heard
enough about what the
administration is doing
with educational problems."
Sheldon Hiscock

"Instructors at Waseca teach
students not only how to do
their jobs, but also to get inter
ested in their communities."
Kathie Davis

where we can expand, but it's difficult
when you're right in the middle of
good farmland."

Amboy's chamber of commerce, be
lieved to be the smallest active chamber
in the country, was featured in an NBC
news broadcast several years ago.
"We're far enough from Mankato so
people need dependable businesses
here," Hiller said. "The farmers are also
involved in the chamber activities."

As city clerk, Hiller must keep up
with new municipal, state, and federal
regulations. The University has helped.
"I receive a lot of informative materials
from the University," she said. "And 1
attended one program on municipal li
quor store management. It's good not
only to have the information but also to
have the opportunity to talk with ex
perts and other city clerks who have the
same problems and concerns 1 have."
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REPORT OF ERNST &ERNST,
INDEPENDENT AUDITORS

Board of Regents
University of Minnesota
Minneapolis, Minnesota

We have examined the statements of financial condition
of the several funds of the University of Minnesota as of
June 30, 1978, and the related statements of changes in
fund balances and current funds revenues, expenditures, and
other changes for the year then ended. Our exam ination
was made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as
we considered necessary in the circumstances. We previously
examined the financial statements of the preceding year.

In our opinion, the financial statements referred to above
present fairly the financial position of the several funds of
the University of Minnesota at June 30, 1978, and the
changes in fund balances and the current funds revenues,
expenditures, and other changes for the year then ended, in
conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.

Minneapolis, Minnesota
October 4, 1978
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STATEMENT OF FINANCIAL CONDITION
CURRENT AND NONCURRENT FUNDS (In Thousands)

16

Readers of financial statements
sometimes forget that the state
ments. In Simplest terms. are numeric
representations of real activity - stu
dents In classes, laboratory analyses,
patients being treated, meals being
prepared, sidewalks being cleared 
activity that all who have been asso
ciated With a university can eaSily
visualize. Although the columns and
the rows of numbers and the words
are frequently less familiar. this re
port will give the reader a better
understanding ot the University of
Minnesota after another active year
The Statement of Financial Condition
on these pages displays the accumu
lated financial actiVity at June 30,
1978, With companson for 1977.

Year-to-year changes of some sig
nificance are apparent in several as
sets. Increases in cash, receivables,
investments. and investment in plant
are espeCially noteworthy The cash
increase results from a combination
of factors. Nearly $7 million of the in
crease In unrestricted cash relates to
the decrease of a comparable
amount in the retirement fund depos
its; this is simply a difference In tim
ing of depoSIts between the two
years. The next largest Increase of
$88 million In restricted cash results
from a combination of factors. An in
crease In state appropriations for
construction. which was undrawn at
year's end. accounts for the bulk of
the increase in receivables. Invest
ments Indicate an increase of more
than $5 million. and thiS IS substan
tially offset by a decrease of $4.4 mil
lion In endowment fund cash. The
Increase in the investment in plant Is
simply the result of construction ac
tiVity and other net additions to the
plant. Liabilities remained relatively
constant and fund balance changes
Simply reflect the net increase ,n as
sets as explained on page 2.

ASSETS

Cash and temporary investments .
Retirement fund deposits. . . . . . . . . . . . . . . . . .
Receivables-Note B . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Inventories . . . . . . . . . . . . . . . . .
Prepaid expenses and deferred charges .
Investment and equity in RUMINCO, Ltd.-Note H .
Investments-Note C .. . . . . . . . . . . . . . . . . .
Deposits with trustee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Investment in plant-Note D .

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts payable .
Accrued liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Unearned income .
Notes and bonds payable-Note E .
Deposits held in custody for others .
Interfund balances .

TOTAL LIABILITIES

FUND BALANCES

Current funds .
Loan funds. . . . . . . . . .. . . . .
Endowment funds .
Life income funds. . . . .
Plant funds .

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCES

See notes to financial statements



Current Funds Noncurrent Total All Funds June 30

Unrestricted Restricted Total Funds 1978 1977
(Page 22) (Memorandum Only)

$ 48,635 $ 19,132 $ 67,767 $ 42,677 $ 110,444 $ 95,155
4,547 4,547 4,547 11,765

23,838 7,271 31,109 90,707 121,816 115,707
10,393 10,393 10,393 9,207

1,407 1,407 353 1,760 1,703
458 458 458

86,369 86,369 80,778
6,483 6,483 5,918

757,259 757,259 701,154----
$ 89,278 $ 26,403 $ 115,681 $ 983,848 $ 1,099,529 $ 1,021,387

$ 10,739 $ 856 $ 11,595 $ 1,796 $ 13,391 $ 12,406
12,741 976 13,717 4,371 18,088 10,302
4,599 4,599 4,599 4,416

48,335 48,335 47,663
1,694 1,694 2,489

(2,365) (2,365) 2,365

25,714 1,832 27,546 58,561 86,107 77,276

63,564 24,571 88,135 88,135 75,578
36,973 36,973 34,709
88,290 88,290 87,019

185 185 186
799.839 799,839 746,619

63,564 24,571 88,135 925,287 1,013,422 944,111

$ 89,278 $ 26,403 $ 115,681 $ 983,848 $ 1,099,529 $ 1,021,387

17



STATEMENT OF CHANGES IN FUND BALANCES
CURRENT AND NONCURRENT FUNDS (In Thousands)

18

The process of producing a state
ment of financial condition -that
described on page 16-when done
for succ~sslveyears frequently re
sults In a desire to know why the
fund balance changed the way it did.
We want to be able to trace the net
change from one year to the next.
This is the purpose of the Statement
of Changes in Fund Balances shown
on these pages. The actual process
is somewhat complicated even In
simple organizations and has baffled
many bnght accountants: the exis
tence of several funds does nothing
to reduce this complexity, but even
so most readers will find the captions
reasonably explanatory with the pos
sible exception of ·'transfers·' and es
pecially the so-called "nonmandatory
transfer," The distinction between
mandatory and non mandatory is a le
galistic one. Mandatory transfers
recognize legal obligatIOn for the
payment of interest and retirement of
notes and bonds Lacking only the
legal documentation. nonmandatory
transfers are a method of maintain
ing a viable university for future gen
erations through the development
and maintenance of the phySical
facilities.

REVENUES AND OTHER ADDITIONS'

Unrestricted revenue .. , . ' , .
Federal appropriations "'1'

State appropriations , .
Federal grants and contracts f'

State grants and contracts ....
Local grants and contracts .. , .
Private grants and contracts. , .. ' ' ':c~' ..
Investment income ' .
Miscellaneous income .
Other additions .

TOT L REVENUE AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS
Educational and general .
University Hospitals .
Auxiliary enterprises . .
Indirect costs recovered .
Refund to grantors. . . . . . . . . . .
Expended for plant facilities .
Other deductions .

TOTAL EXPENDITURES AND OTHER DEDUCTIONS

TRANSFERS AMONG FUNDS-ADDITIONS/(DEDUCTIONS)
Mandatory

Principal and interest .
Renewals and replacements .

Nonmandatory .

TOTAL TRANSFERS

NET INCREASE FOR THE YEAR
Fund balance at beginning of the year .

FUND BALANCE AT END OF THE YEAR

See notes to financial statements



Total Noncurrent Funds
Current Funds Noncurrent Year Ended June 30

Unrestricted Restricted Total Funds 1978 1977

(Page 24) (Memorandum Only)

$ 366,879 $ 366,879 $ 366,879 $ 332,116
$ 9,189 q189 9,189 8,303

30,405 ego-105 $ 30,332 60,737 34,388
69,859 ~859 69,859 75,935

4,786 4786 38 4,824 4,581
1,775 J,775 1,775 1,085

35,041 ,J5,041 3,525 38,566 34,447
2,789 2,789 3,959 6,748 6,302

14 14 630 644 1,086
74,861 74,861 74,511

- T520,737
--

366,879 153,858 113,345 634,082 572,754

227,422 134,898 362,320 362,320 332,942
79,911 166 80,077 80,077 70,826
42,532 12 42,544 42,544 38,466

11,403 11,403 11,403 10,663
13 200 213 780 993 133

48,793 48,793 47,411
248 24 272 18,406 18,678 25,209

350,126 146,703 496,829 67,979 564,808 525,650

(1,877) (35) (1,912) 1,912
(253) (253) 290 37 (37)

(8,589) (597) (9,186) 9,186 764--
(10,719) (632) (11,351) 11,388 37 727

6,034 6,523 12,557 56,754 69,311 47,831
57,530 18,048 75,578 868,533 944,111 896,280

$ 63,564 $ 24,571 $ 88,135 $ 925,287 $ 1,013,422 $ 944,111----

19
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Most activities that come to mind
when one reflects on life al the Uni
versity are reflected in the Statement
of Revenues. Expenditures. and
Other Changes. The amounts in the Cur
rent Funds reflect all the so-called
operations and include not only the
General Operations and Maintenance
Fund but also the dormitories. food
service, and a wide range of seif-sup
porting activities. Readers should
note thai the first three columns have
the same captions as the two
preceding statemenls. thus allowing
the activity reflected In this statement
to be traced to the Statement of
Changes in Fund Balances and, as
explained on page 18. allowing the
reader to follow the changes In
financial condition from one year to
the next.

The several revenue sources re
mained in nearly constant propor
tion. as did the expenditures for
instruction. research, pUblic service,
and other educational and general
purposes. A decrease in Scholarships
and Fellowships reflects the uneven
distribution between the five years of
a foundation grant (a restricted
source) for graduate fellowships. The
amount from unrestricted sources
has increased slightly in each of the
last three years.



STATEMENT OF REVENUES, EXPENDITURES, AND OTHER CHANGES
CURRENT FUNDS (In Thousands)

Year Ended June 30

7,378 7,378 1,301
(13) (200) (213) (133)

(8,589) (597) (9,186) (2,393)
(248) (23) (271)

--'
(8,850) 6,558 (2,292) (1,225)

---
$ 6,034 $ 6,523 $ 12,557 $ 6,932

REVENUES
Tuition and fees. . . .. . .. . . . .
Federal appropriations .
State appropriations .
Federal grants and contracts .
State g rants and contracts .
Local grants and contracts .
Private gifts, grants, and contracts .
Endowment income .
Other investment income .
Sales and services of educational activities .
Sales and services of auxiliary enterprises .
Sales and services of hospitals .

TOTAL CURRENT REVENUES

EXPENDITURES AND MANDATORY TRANSFERS

Educational and general
Instruction .
Research .
Public service .
Academic support .
Student services .
Institutional support . .
Operation and maintenance of plant .
Scholarships and fellowships .

EDUCATIONAL AND GENERAL EXPENDITURES
Mandatory principal and interest transfers .

TOTAL EDUCATIONAL AND GENERAL
Auxiliary enterprises

Expend itu res .
Mandatory transfers for:

principal and interest .
renewals and replacements.. . . . . .

TOTAL AUXI L1ARY ENTERPRISES
University Hospitals

Expenditures. . . . . . . .
Mandatory principal and interest transfers .

TOTAL UNIVERSITY HOSPITALS

TOTAL EXPENDITURES AND MANDATORY TRANSFERS

OTHER TRANSFERS AND ADDITIONS/(DEDUCTIONS)
Excess of restricted receipts over transfers

to revenues .
Refunded to grantors .
Nonmandatory transfers .
Miscellaneous. . . . . . . . . . . . . . . . . . . . . . . . . . .

NET INCREASE FOR YEAR

See notes to financial statements

Unrestricted

$ 49,267

156,767
10,752

226
46

1,076
2,694
4,341

20,581
48,250
72,879

366,879

111,760
5,674
6,878

27,563
12,503
25,971
34,137

2,936

227,422
231

227,653

42,532

1,578
253

44,363

79,911
68

79,979

351,995

1978

Restricted

$ 8,851
27,703
59,732

4,679
1,506

30,453
1,934

218

135,076

35,184
66,455
24,052

2,861
926
653

56
4,711

134,898
35

134,933

12

12

166

166

135,111

1977

Total Total

$ 49,267 $ 44,426
8,851 8,320

184,470 165,769
70,484 65,315

4,905 4,860
1,552 1,135

31,529 28,385
4,628 3,589
4,559 4,083

20,581 17,537
48,250 45,030
72,879 64,321

501,955 452,770

146,944 135,243
72,129 63,391
30,930 27,259
30,424 29,075
13,429 12,171
26,624 25,613
34,193 32,166

7,647 8,024

362,320 332,942
266 630--

362,586 333,572

42,544 38,466

1,578 1,305
253 382--

44,375 40,153

80,077 70,826
68 62

---
80,145 70,888

487,106 444,613

21
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STATEMENT OF FINANCIAL CONDITION
LOAN, ENDOWMENT. PLANT. AND OTHER NONCURRENT FUNDS (In Thousands)

ASSETS
Cash and temporary investments _ _ _ .
Receivables-Note B . .
Prepaid expenses and deterred charges .
Investments-Note C _ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deposits with trustee . .
Investment in plant-Note D

Land.... . .
Buildings and improvements. . . . . .. . . . .. . . . .. .. . .
Equipment _ _ _ , .
Books, museum collections, and other , . . . . . . . . . . . , '

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable , .
Accrued liabilities, .. ," ,......... .., .
Notes payabl~Note E ., , , , , , .
Bonds payabl~NoteE .
Deposits held in custody tor others. . _ .
Due to current funds " " ' , ' , _

TOTAL LIABILITIES

FUND BALANCES
Loan Funds

U. S. government loan programs
Federal portion , . . . . . . . . . . . . . . . . . . . . .. . .
University portion ", ,

University funds
Unrestricted , .
Restricted ,

Endowment Funds
Endowment , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Term endowment ' . . . . . . . . .
Quasi-endowment - restricted. , .
Quasi-endowment - unrestricted .

Life Income Funds , , , , ,.
Plant Funds

Unexpended
Restricted .
Unrestricted. , , . . . . ' ' .

Renewals and replacement - restricted .
Retirement of indebtedness - restricted , .
Net investment in plant " ", .. , , , , , ,.

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

See notes to financial statements



Total Noncurrent Funds

Loan Endowment Life Income Agency Plant June 30

Funds Funds Funds Funds Funds 1978 1977

(Memorandum Only)

$ 2,248 $ 2,085 $ 67 $ 1,832 $ 36,445 $ 42,677 $ 50,807
37,046 53,661 90,707 84,806

353 353 363
44 86,205 120 86,369 80,778

6,483 6,483 5,918

23,751 23,751 23,698
536,049 536,049 494,802
152,095 152,095 145,102

45,364 45,364 37,552
- -- --

$ 39,338 $ 88,290 $ 187 $ 1,832 $ 854,201 $ 983,848 $ 923,826

$ 1,796 $ 1,796 $ 2,600
$ 2 $ 138 4,231 4,371 331

12,904 12,904 11,687
35,431 35,431 35,976

1,694 1,694 2,489
$ 2,365 2,365 2.210

2,365 $ 2 1,832 54,362 58,561 55,293

29,875 29,875 27,360
3,319 3,319 3,040

60 60 65
3,719 3,719 4,244

62,913 62,913 62,662
11,977 11,977 13,219
12,426 12,426 10,291

974 974 847
185 185 186

56,156 56,156 51,421
28,730 28,730 32,092

4,115 4,115 3,496
2,837 2,837 4,757

708,001 708,001 654,853

36,973 88,290 185 799,839 925,287 868,533_.
$ 39,338 $ 88,290 $ 187 $ 1,832 $ 854,201 $ 983,848 $ 923,826
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STATEMENT OF CHANGES IN FUND BALANCES
LOAN, ENDOWMENT, PLANT, AND OTHER NONCURRENT FUNDS (In Thousands)

REVENUES AND OTHER ADDITIONS
State appropriations . . . . . . . . . . . . . . . . . . . . . . . . . .
Federal grants and contracts. . . . . . . . . . . . . . . . . . . .
State grants and contracts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .
Private g rants and contracts .
Investment income . . . . . . . . . . . . . . . . .
U. S. government advances _. . . _ , ' .
Interest on loans _ _.. _ .
Permanent University Fund additions . _ _ .
Other additions _ __ __ .. __ _.. _.. _.. _ _ .
Proceeds from bond refunding _ _. . . . . . . . . . .. _ .
Gain on sale of securities _ .
Expended f·or plant f-acilities{including

1978 - $11,339; 1977 - $1 0,113 charged to
current fund expenditures) __ _ .

Notes - bonds payable expended. . . .
Retirement of indebtedness __ _ .

TOTAL REVENUES AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS
Loan cancellations _ _. . . . _ .
Administrative and collection costs _ _ _ .
Refund to grantors _ .
Other deductions _ _ _. . . . . . . _ _ .
Expended for plant facilities . .
Retirement of indebtedness .
Disposal of plant facilities .

TOTAL EXPENDITURES AND OTHER DEDUCTIONS

TRANSFERS AMONG FUNDS - ADDITIONS/(DEDUCTIONS)
Mandatory

Principal and interest .
Renewals and replacements .

Nonmandatory . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TOTAL TRANSFERS

NET INCREASE (DECREASE) FOR THE YEAR
Fund balance at beginning of the year .

FUND BALANCE AT END OF THE YEAR

See notes to financial statements



Total Noncurrent Funds
Loan Endowment Ufe Income Plant Year Ended June 30
Funds Funds Funds Funds 1978 1977

(Memorandum Only)

$ 250 $ 30,082 $ 30,332 $ 12,829
10,747

38 38 43
95 $ 1,997 1,433 3,525 4,282

128 220 3,611 3,959 4,528
2,724 2,724 2,649

482 482 561
86 86 156

148 148 519
10,830

2

59,937 59,937 48,486
5,859 5,859 1,097
6,255 6,255 11,291

3,717 2,303 $ - 107,325 113,345 108,020

1,387 1,387 421
294 294 196

780 780
38 730 10 779 2,001

48,793 48,793 47,411
6,255 6,255 11,291
9,691 9,691 11,300

1,719 730 1 65,529 67,979 72,620

1,912 1,912 1,997
290 290 346

266 302 9222 9,186 3,156

266 ___(302) --- 11424 11388 5499

2,264 1,271 (1) 53,220 56,754 40,899
34709 87,019 186 746,619 868,533 827634

J 36,973 ~290 $ 185 $ 799839 $ 925287 iJ!.68,533

25
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NOTES TO FINANCIAL STATEMENTS
UNIVERSITY OF MINNESOTA

June 3D, 1978

NOTE A-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are presented generally on the accrual basis in accordance with accounting principles
outlined in the American Institute of Certified Public Accountants' audit gUide, "Audits of Colleges and Univer
sities," and guidelines suggested by the National Association of College and University Business Officers with
the following exceptions, which are common practices for colleges and universities: (1) vacation and sick leave
are recorded principally when paid, and (2) gifts and pledges are recorded when received. The omission of the
preceding accruals does not have a material effect on the financial statements. Also, as permitted by generally
accepted accounting principles for colleges and universities, the University of Minnesota does not provide for
depreciation of physical properties. Fund accounting principles are employed to ensure observation of limita
tions and restrictions placed on the use of certain resources available to the University.

FUND CLASSIFICATIONS
The accounts of the University are summarized for financial reporting purposes into the following six fund
classifications:

Current
Unrestricted - funds over which the University retains full control, to use in achieving its institutional pur
poses including instruction, research, public service, and general supporting activities.
Restricted - externally restricted operating funds that may be utilized only in accordance with the purpose
established by the source of the funds.

Loan
Funds provided by the federal government, the state of Minnesota, and private donors for the express purpose
of making student loans. This is a revolving fund in that repayments become available for loans to other
students.

Endowment
Funds donated by individuals, agencies, and others which, as a condition of the gift instrument, have various
stipUlations relating to the maintenance of principal. The principal of true endowment funds is invested perma
nently for the purpose of producing present and future income. Term endowment funds are similar to true en
dowment funds except that all or part of the principal may be expended upon the passage of a certain time
period or the occurrence of a particular event. Quasi-endowment-restricted funds represent specific purpose
gifts that have not yet been used for their designated purpose. Quasi-endowment-unrestricted funds are gifts
to the University without restriction that have not been allocated by the University.

Life Income
Gifts and bequests on which the income is paid to persons specified by the donor during the lifetime of the
beneficiary; thereafter the principal becomes available to the University for use as specified by the originator.

Plant
Assets relating to investment in physical plant including new building construction, major building alterations,
and renovation and debt on University facilities.

Agency
Assets held in custody by the University for organizations or individuals.

CASH AND TEMPORARY INVESTMENTS
The cash balances of the various fund groups of the University are invested in two investment pools. The Tem
porary Investment Fund consists primarily of high-grade, short-term commercial paper and the Group Income
Pool consists primarily of high-grade, long-term corporate and government bonds.

INVESTMENTS
Marketable securities and other investments are carried at market value.

INVENTORIES
Inventories for resale are carried at the lower of cost or market value, and other inventories are carried at cost.

INVESTMENT IN PLANT
Land, buildings, and other property included in the plant funds are stated at cost at dates of acquisition or fair
market value at date of donation in the case of gift. (Although no provision is made for depreciation of physical
plant and equipment, the investment in plant is reduced annually by the cost of equipment and other property
disposals.)

REVENUE RECOGNITION
Current fund revenues include all unrestricted gifts and other unrestricted resources earned during the report
ing period, and restricted current funds to the extent that such funds were expended for current operating pur
poses. Revenues and related expenditures incurred in connection with the current summer session are
deferred at June 30.

------~~~ ---



NOTE B-RECEIVABLES

At June 30, 1978 and 1977, the receivable balances consisted of the following:
1978 1977

(In Thousands)

$15,631
2,500

Current Funds
Unrestricted

University Hospitals $
Less allowance .

State appropriations .
Accrued income .
Other .

Restricted
Unbilled charges.
Other............ . .

Loan Funds
Notes receivable .
Less allowance .

Accrued interest .
Agency Funds

Due from organizations .
Plant Funds

Federal grants .
State appropriations .
Accrued interest. . . .

18,763
2,600

16,163

307
2,739
4,629

6,881
390

38,446
2,166

36,280

766

5,585
47,964

112

$ 23,838

7,271
31,109

37,046

53,661
$ 121,816

13,131

1,290
2,213
4,950

8,986
331

35,573
1,170

34,403

748

13,112
34,900

87

$ 21,584

9,317
30,901

35,151

1,556

48,099
$ 115,707

NOTE e-INVESTMENTS

Investments at June 30,1978 and'1977, consisted of the following:

US. Treasury bills
and commercial paper .

Corporate bonds. . . . . . . . .. . .
Common and preferred stock .
Mortgages and other .

1978 1977

Market Cost Market Cost
(In Thousands)

$ 9,593 $ .9,575 $ 5,277 $ 5,277
35,746 36,787 34,624 33,678
38,610 37,402 38,277 38,025

2,420 2,420 2,600 2,600
$86,369 $86,184 $80,778 $79,580

The combined investment yield earned on investments of the University, based on the average of month-end
market values of investments held, for the years ended June 30, 1978 and 1977, was 6.3% and 5.6%, respectively.

NOTE D-CONSTRUCTION IN PROGRESS AND COMMITMENTS

Construction projects in process, principally buildings, that have been included in the assets of the plant funds
at June 30,1978, approximate $48,300,000. The estimated cost to complete these facilities is $32,511,000.
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NOTE E-NOTES AND BONDS PAYABLE

Notes and bonds payable represent general obligations of the University. Principal and interest are being paid
from the net income of specific auxiliary activities or from student fees. The obligations bear interest at rates
varying from 23/4% to 8% and mature at various dates through November 1, 2013. Obligations outstanding at
June 30, 1978, mature as follows:

1979 .
1980 .
1981 .
1982 .
1983 .
1984 and thereafter .

(In Thousands)
$ 1,756

1,995
2,646
2,039
3,958

35,941
$48,335
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NOTE F-PENSION EXPENSE

All employees of the University meeting the age and length of service requirements participate in civil service
(Minnesota State Retirement System). faculty (University of Minnesota), or Police Department pension plans.
The plans require contributions by both employer and employees. Pension expense of the University for the
years ended June 30, 1978 and 1977, was $17,934,000 and $16,596,000, respectively, which includes the amorti
zation of prior service cost through 1997.

As of the latest valuation date, June 30, 1977, the actuarially determined prior service cost of the Minnesota
State Retirement System was approximately 68.6% funded, and the Police Department Retirement Plan prior
service cost was approximately 51.5% funded. The police plan was transferred to the Public Employee Retire
ment Association (PERA) as of June 30,1977, at which time the PERA police fund was 80.4% funded. The Fac
ulty Retirement Plan of the University of Minnesota is a defined contribution plan and is fully funded. The
Faculty Retirement supplement, a fund to provide benefits to faculty members employed prior to 1963, is
funded on a current basis. The dollar excess of the actuarially computed value of vested benefits over fund net
assets as of June 30, 1978, of the civil service and police plans applicable to the University was not
determinable.

NOTE G-FOUNDATIONS

The University of Minnesota Foundation, the University of Minnesota Medical Foundation, and the Arboretum
Foundation are independent corporations formed for the purpose of obtaining and disbursing funds for the
sole benefit of the University. At June 30,1978, the net assets of these foundations (not included in the finan
cial statements of the University) were approximately $36,462,000, of which more than $33,209,000 were re
stricted funds. During the year ended June 30, 1978, these foundations distributed approximately $4,873,000 to
the University.

NOTE H-SOVEREIGN IMMUNITY

In 1975 the Minnesota Supreme Court held that the defense of "sovereign immunity" would no longer be rec
ognized as a valid defense by a governmental defendant for events occurring after August 1, 1976. The Su
preme Court also held that in cases before that date, any governmental entity may be held liable if it was
performing a "proprietary" activity as opposed to a "governmental" activity. Cases are pending to determine if
the University of Minnesota Hospitals and other operations constitute a proprietary or governmental activity.
The University is asserting the defense of sovereign immunity in all cases relating to events before August 1,
1976
The University has been covered by comprehensive liability insurance since August 1, 1976. On August 1, 1977,
RUMINCO, Ltd., was organized for the purpose of providing substantial portions of such coverage. RUMINCO,
Ltd., is a wholly owned subsidiary of the University.

NOTE I-FEDERAL GRANTS AND CONTRACTS

The federal government has questioned approximately $34 million in federal research funds expended by the
University on grants and contracts based on recent audits by the Department of Health, Education, and Welfare
(HEW) audit agency. The audit reports state that the University failed to maintain adequate records for labor
certification and cost transfers between July 1, 1972, and June 30,1974.
In response, the University asserts that new procedures for accountability were in process of development and
implementation during the period under audit and that government auditors were aware.of such.procedural
improvements. Institutional management of federal contracts and grants prior to this audit report was never
questioned by the HEW audit agency. The University has resolved with some agencies of the federal govern
ment costs questioned by the audit reports with the agencies involved ruling in favor of the University.
It is the University's opinion that it will be able to provide adequate support for questioned costs and that any
costs that may be ultimately disallowed would not have a material impact upon the financial statements of the
University.
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Glenn W. Smith, Controller

Voluntary Support

Voluntary private support of the University
of Minnesota continues to provide an es
sential alternative funding source for a
growing number of programs serving the
University community. Alumni, corpora
tions, foundations, and other friends of
Minnesota have shared their resources,
bolstering such areas as student grants,
medical research, faculty development,
program expansion, and capital improve
ments.

Figures are not available for the cur
rent accounting period, but the University
of Minnesota received $33.8 million in vol
untary support in 1976-77, placing the
University fifth in the nation among all
colleges and universities in the level of
private contributions and second among
publicly supported institutions. More than
30,000 contributors participated in this
monetary vote of confidence in Minne
sota's educational pursuits.

The University of Minnesota Founda
tion, the general fund raising unit of the
institution, received more than $10.3 mil
lion in gifts during 1977-78, and had $26.1
million in assets as of June 30, 1978. The
Minnesota Medical Foundation, which
raises funds for the Twin Cities and Du
luth campus medical schools, had cash
assets in excess of $10 million on June
30, 1978. The medical foundation now
provides more than $1 million annually in
the form of grants for medical research,
educational development, equipment, and
awards; loans to medical students; and
sponsorship of alumni and student
activities.

Other fund raising units include the
Williams Fund of the Department of Men's
Intercollegiate Athletics, the Patty Berg
Fund of the Department of Women's In
tercollegiate Athletics, the University of
Minnesota Law School Fund, the Fresh
water Biological Research Foundation,
and the Minnesota Arboretum Foundation.
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