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Dear Friends,

I gave our editorial staff an impossible assignment

for this year's Annual Report. "Capture what has

happened at the University." That's easy enough

to say, but the more realistic goal is to convey what

has been accomplished, usi ng clitical measures

whenever possible.

I'm proud to report again that the University awarded

more than 10,000 degrees last year. I'm proud to

report again that Minnc~()ta's return on investment

from public and private support of the University of

Minnesota is alive and well-that University faculty

members were awarded 32 new patents and $263

million for sponsored research l8st year. I'm proud

that most measures of personal contacts with

Minnesota's citizens have increased again.

Those numbers don't begin to measure the service and

impact of University people, as illustrated last spring

with Minnesota Extension Service personnel helping

farmers and communities cope with flooding and other

weather problems. They can't measure what University

people cont."ibute by serving in the community, by

listening to real needs. .

Both kinds of measures, the numbers and the personal

stories, are featured in this report. I hope they convey

to you a sense or change for the beller-a sense that

we're not yet where we want to be, but headed in the

right direction.

The autumn of 1993 is a crowded calendar of

campus and statewide consultation on "University

2000: The University of Minnesota for the 21st

Century." I've offered my vision of the University's

two-fold role as a leading global research university

and a university in the community, both roles, I

emphasize, requiring continued improvement in the

qual ity of undergraduate education.

That vision, too, is a "critical measure." It's a

measure of my own confidence that the University

of Minnesota has already accomplished long-range

quality improvements-improvements that validate,

reinforce, and encourage a vision or accomplishing

much more.

Cordially,

Nils Hasselmo

President
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With a new technique, he was looking al lymph node

tissue from an HIV-infected person under his

microscope, and he saw that an extraordinal~lylarge

number of cells had been infected with the AIDS-

causlllg vi rus .

"I was on the 15th floor of the Mayo Memorial

Building and I didn't find anybody there, so I wenl 10

the 141h floor," he says. "f found a graduate student

and a posldoc." They both came up to Haase's floor,

saw what he had seen, and shared his excitement.

The discovery wasn't good news-it showed that

the vi rus is at work as soon as a person is infected,

long before symptoms appear-but it was a major

breaklhrough in understanding how the disease works.
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"My wife asked me, 'What is this going to do for

patients?' " Haase says. The answer, in thl~ !"hort run,

is probably not much for either diagnosis or Ireatment.

BUI a more realistic understanding of how AIDS works

has to be a step forward, even though the path may

look thornier than ever. "The problem is far more

complex than anything we have ever had in virology

and probably in infectious disease," he says.

Finding a cure for AIDS may be further away than

people had hoped, Haase says, but important gains

can be made in prolonging and improving the lives of

people with AIDS. Earlier treatment with better drugs

emerging from the development pipeline may delay

the onset of symploms,

"This is one diabolical, wily customer," Haase says

about the AIDS-causing virus. "It can hide effectively.

It can replicate itself. It can mulale like crazy. It uses

the immune system's own signals to activate itself and

destroy the immune system in the process."

Before Haase began sludying AIDS, he was working

on a group of agents that caused slowly evolving
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infectious diseases in sheep and goats. One of these

slow agents, the visna virus in sheep, is a distant

relative of the AIDS virus.

Research on AIDS is a continuation of Haase's earlier

interest, with a new urgency. "The human aspect,

the terrible toll, is something that energizes you

and focuses you," he says. "But what drives you

intellectually, day to day, is just the interest in the

problem. When I wake up in the morning, I think

about very detailed research problems, so we can

devise good experiments to get clean results."

"It can consume about 100 percent of your thinking

power," Haase says. "About the only time you're not

thinking about it is when you're doing administrative

work, or talking to someone who needs your attention."

Haase is a department head and teacher as well as

a researcher, but the demands of his schedule have

forced him to give up patient care. "For a doctor,

that's hard to give up," he says. "You want to be

sure that what you're doing in the lab is going to have

an impact." •
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Her path led Lo th Duluth campus
and the 111 rjcan Indian Learning Cent ,r

Josephine Barber



\\ IWIl .,hp. \\'a~ a liltl", frirl fllaying ('(mhoy,; and

Indian' . .Jo,;erhillt" Barbt>r ail\a),; \\CLllted to II' th('

Ilidian. She didn't know it at the time, but she was

an American Indian by heritage, an Ojibwa.

Adopted as an infant, Barber believed what her birth

certificate said, that she was French. She didn't learn

of her Indian ancestry until she was 26.

"It took me another 10 years to really commit to that,"

she says. Her path led to the Duluth campus-where

she received her bachelor's degree this spring-and

the American Indian Learning Resource Center.

Discovering she was an Indian was good news for

Barber. "For the most part, I was elated," she says.

"It gave me permission to be who I was, to think the

way I always thought but was afraid to say."

When she was about nine and her pet dog died, Barber

remembers, "I asked my dad, 'Where did Cindy's

spirit go?' He said, 'Josie, animals don't have spirits.'

That was the first time I chose not to believe what he

told me. Something inside told me that can't be true."
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Federal funds for research and

development in 1991: 5164.9 million

- ranked 11th nationally in 1991

- up from 14th in 1990

Barber is still close to her dad-"He's a wonderful,

wonderful, caring man," she says-and she doesn't

criticize the values of the culture she grew up in.

It's just that her own values are Indian values.

Although claiming her Indian identity felt right,

Barber found it unsettling to be in the dominant

culture one day and a member of a minority group

the next. "Walking that red road is not easy," she

says. "I have felt prejudice."

Barber credits Ed Schoenborn and Rick Smith from

the American Indian Learning Resource Center with

helping her sort through the issues. "Whether you're a

traditional Indian or more progressive, whether you're

from the cit)' or from a reservation, whether you're

from outside the Indian community trying to find your

way back, they're there for everyone.

"They were my anchor," she says of Schoenborn and

Smith. "I don't know where I'd be without them. I



In hi ah school ~ ~h( was a
a Mil nesoLa E. len,- ion
Teri Shingledecker

Leen Leacher in alcohol deC'isions~

rvice pHwram offerf'J in 42 counti s

don't think I would havt· excelled the way I did."

This fall Barber is startin~ work on her Ph.D. in

anthropo[og.'· on the Twin Cities campus. Her goal is

to retlll'll to Duluth as a faculty n1<:lllber.

"i\h fellow' students an' cni"g for more Arner'ican

Indian profes,;ors. \\ r: hme Dr. 1Hob,'r;'1 Powless. Ht:s

a ~reat man. I ha\'(' learned a lot from him. The Indian

(;ulllll1unitl' feels the culture is best taught by someone

who knows the CUItL"';' and is American Indian.

"I'd :;ke to spcnd time on the reservation with the

Indian CPltlidunitl, learning from them, so I can bring

,orne of that back. I nl'cd to :";Irn it m> -df first."

People, most of them not Indians, tell Barb., she will

get her Ph.D. and go where the monu·is. "That value

is not there for me," she sa)~. "For me the value is in

being of assistance. This will be the \\al that will be

my Iltl"." •

Bt'fIJrl' Tt'ri :--liill!!l"d"I·k,·/ ~1;Jllt-'d higl 51,1,0,,1 in

Ila,.,llIlg,.,. "III' Illlli[t-' <I d..Cbillll /ltll In drillL For her

four years in high school, she was also a teen teacher

in the Alcohol Dpcisions program, talking with grade

sehool students about the decisions they wou Id make.

One concern stands out for the younger students, she

says. "If you don't drink, are you going to be a nerd'?"

Her response: "All the kids who drink still like me.

It's not that you're a social outcast."

kohol Decisions, a Minnesota Extension Service

program, began seven years ago in Dakota County and

is now offered in 42 counties, with 22,000 graue school

students participating each year.

.In Dakota County, extension educator Mary Duncomb

got the idea for Alcohol Decisions after talking with

some 4-H teenagers about a car accident in which

minors had been drinking and two were killed. She

sought out expertise from thf: Cniversity. "Wp're an

extension of the Un;'" crsity, listening to grass roots or
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community needs and making a match," sh(~ ~a)s.

Teenagers were trained to go into fourth- and fifth

graue classrooms for three one-hour sessions, talking

candidly about the pressures in high school and

playing games to make learning fun.

"We teach them different ways to say no,"

Shingledecker says. "We gi ve them different scenarios

and techniques, like the broken record. 'No, I don't

want to. No, I don't want to.' They get a kick out

of doing those." Other activities include videos,

crossword puzzles, and an alcohol awareness version

of bingo.

The sessions make an impression on the younger kids,

Shingledecker says. "I was in the marching band, and

I woule! go to a football game and kids from three years

ago would still remember me," she says.

In her senior year, Shingledecker worked with sixth

graders in the Positive Choices program. "It's more of

a challenge," she says. "In the fifth grade, they're so



Number of conraels made by

Mlnnesofa Exlensian Service

- 833,748 in 1992

(nearly lout af 5 Minnesotans)

- up from 735,665 in 1991



open to talk. All of a sudden in sixth grade, they have

to be cooL" Sixth grade in Hastings is the first year of

middle school.

To overcome the students' reluctance 10 lalk, the teen

teachers ask for written questions. "They want to know

what it's like in senior high," Shingledecker says.

"You have to be careful. You don't want to scare them

too much, but we tell them the truth."

The session in May this year was two months after a

shooting in which a high school sophomore was killed.

"We talked about it the whole entire hour," she says.

Percentage 01 entering sludents from

top 20% of their high school closs

- 46% in 1992·93

- up from 40% in 1991-92

Polenls awarded to the

University in 1992: 32

- ranked 91h notionally in 1992

- up from 10th in 1991

(31 patents)

The impact on the young students is imp011ant,

Duncomb says, but the target audience is the teen

agers. University researchers found that teenagers

learn by teaching younger kids.

In talking with teen teachers, she says, "they felt

comfortable and a little bit noble about talking to the

younger kids, but they were a little more hesitant with

their peers. J was smiling, because 1could see how

they were influencing their peers. These kids have

taken a stand, and their friends know it." -
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He 1 vel p d a computerize I mulLim , Ilu pre
now u din introd u ·torv biolo cIa. e.
Rick Peifer

ntati n

\s students walk into tlwir biolo~y eta"". tlra\l ing" of

1\\(1 IJI'{l\\n ra(,hit· are un the largt' f'r t'n thut hang:;

from tlIP <luJitllriul1Il'l'iling. Today's lecture is on

genetics, and the first question is about the rabbits,

What color will their offspring be?

Rick Peifer, the teacher, pushes a couple of keys at a

computer terminal, and 30 baby rabbits appear: 15 of

them the same light brown as their parents, 7 white,

and 8 dark brown,

Coat color in rabbits is determined by a mechanism

called incomplete dominance, After watching some

more computer mating, the class sees how it works.

Drawings and photographs, animated diagrams, charts,

simulations, and videos are all part of a computerized

multimedia presentation now used in introductory

biology classes on the Twin Cities campus. "I love it.

It makes learning so much easier," says student



Stacy Kilbury. "So much of science and biology is

so abstract. This makes it more tangible."

As part of an initiative to strengthen undergraduate

education, the Uni\ (·rsi ty made a pool of money

available three years ago to improve large classes.

Peifer wrote a proposal on behalf of the general biology

program and was awarded $125,000 out of the

$200,000 offered that first year. "They gave us the

lion's share of what they divvied out," he says.

Retention of freshmen

for lhe second year

- 83.6% of 1991 freshmen

- up from 77.7% of

1984 freshmen

A big chunk of the money was used to upgrade the

equipment in three of the largest auditOliums on the

campus, auditoriums used not just for biology classes

but for many large-enrollment classes. "That was the

whole intention," Peifer says. "We wanted to benefit

people way beyond our doors."

Another key to the proposal was hiring graduate

students to help create a customized data base on

general biology topics and to teach faculty members

how to use it. "The graduate students were mentors

to the faculty, not the other way around," Peifer says.

"Without those graduate students this whole project

would have fallen flat on its face."

Within the University, parts of the project have been

incorporated into psychology classes, Medical School

and School of Dentistry classes, and classes on the

Duluth and Morris campuses. Universities across the

country have invited Peifer to give presentations on it.

He usually takes graduate students with him, and as

an unanticipated benefit, the graduate students have

found themselves in demand for teaching jobs at

other universities. "It gives our graduate students a

competitive edge," Peifer says.
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Because of strong interest in the software, Peifer,

graduate student Steve Fifield, and another partner

formed a private company to market it as a commercial

product. All royalties are going to the University, with

75 percent going back into the general biology program

for course development.

Most important to Peifer, the computerized multimedia

show is helping talented, caring teachers do their

jobs even better. He knows it has enhanced his own

teaching.

"The presentation is my road map. I don't need to

look at lecture notes," he says. "I can be much more

spontaneous, much more conversational. It gives me

a chance to interact more with the students." •



political science professor at th ni\ ersit for 20 ears
'he vo]unt r d Lo tach the intro u ~tor lass thr e ar ago

Virginia Gray
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Percentage of freshmen who

received a bachelor's degree

within five years

- 39% of 1987 freshmen

- up from 33% of 1983 freshmen



PoliliC'ill ('i,'nc'l' proft''isor Virginia Gra~ mak "

RUr~ IIt'r ulldt>rgnuluate ~tuJent:; "ee lllf' ~('itPnwnl

or research.

"I bring in my own research. I bring in my colleagues

to talk about their research. I give the students

information that literally no one has ever heard

before," she says. "The advantage the University

offers is that you do get instruction that's on the

cutting edge."

Students in Gray's introductory course on American

government this summer participated in a survey,

given by graduate students who are working on a book

on tolerance. The graduate students then returned and

talked about the five years they've spent on the book.

"Students see that research is work, but it's also fun,"

Gray says.

Gray, who has been at the University 20 years, began

teaching the introductory class three years ago. "I

volunteered to do that because I think it's important,"

she says. "We have some good young people teaching

introductory courses, but most of the time the more

senior professors are probably better. You bring a

perspective and a maturity you didn't have earlier."

In Gray's class on state politics, each student looks

into the politics and government of one state and gives

a report. "Many of these are very good," Gray says.

"That gives the class an excitement it doesn't have if

you are just lecturing. The students teach each other."

Percentage of students meeting

all preparation requirements

- 75% in 1992-93

- up from 17% in 1986

The course is comparative, and Gray says some

students are surprised to discover how good

Minnesota's government is. "Some of them come in

thinking Minnesota is perfect and we can't learn from

anybody else. Others come in very cynical, and to

their amazement tht~~' find out this is one of the best.

There's also lots we can learn from other states."

Gray's time is divided among her several roles:

classroom teaching, advising graduate students,

research on state government and public policy,

and service to the University, the political science

discipline, and the community. She was the

University's facu lty lobbyist for four years. In

1993-94 she wilJ be on sabbatical at the University

of North Carolina.



"I like to keep busy," Gray says. "I don't think I work

harder than other people. Most faculty members are

very hardworking people, some would say workaholic."

Of all her responsibilities, the one that takes the most

time is advising graduate students. The job includes

recruiting students, guiding them as they write first

and second-year research papers, sitting on their

examination committees, advising in the intense

and lengthy process of thesis writing, writing letters

of recommendation, and helping them find jobs as

faculty members.

"You have a lifelong relationship," she says. "You're

able to keep up with them. They're at various stages of

their careers wanting advice. You see them at national

meetings, you see what they publish."

When Gray's advisees get together, they tell her things

they remember about her and quote the things she

always said. "This is the area of teaching where you

can see your mark on a person," she says.•
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Hospital admissions

-18,073 in 1991-92

-down from 18,161 in 1990-91

OU1patient clinic visits

- 345,498 in 1991-92

- up from 331,811 in 1990-91

Totol surgeries

- 19,380 in 1991-92

- up from 18,719 in 1990-91

80aks and journal articles loaned

by University libraries 10 other

Minnesota libraries

- more Ihon 200,000 in 1992-93

- ranked lsi in nalion in inter-

library lending, oheod of even the

Library of Congress

Books drculoted by University

Libraries 10 individuol borrowers

from outside the University

- 66,256 in 1992-93

- up 10% from 1991-92

I
I
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The major objective of collq!f~ and university financial reports is to

provide information for evaluating how resouree management helps

attain the institution's goals. The LlLi\ersity of Minnesota's financial

acti\it\ and condition are reflected in the three basic financial

stale'mcnts-Balance Sheet, Statement of Changes in Fund Balances,

and Statement of Current Funds Revenues, Expenditures, and Other

Changes-presented in the last section of this .\nnual Report.

Like most nonprofit institutions, colleges, and ulLiversities, the

Lniversity of Minnesota maintains its institutional aecounts using the

fund-aecounting eonccpt. This form of aceounting puts resources into

separate groups, or funds, according to their particular uses. Each

fund has a n,une thal reflects its purpose: currcnt funds, loan funds,

endowment and similar funds, and plant funds. Within these fund

groups, a distinction is made between unrestricted and restrieted funds.

'nrestricted funds may be spent for anything; the person or organization

that gave the funds did not specify a purpose for the funds. Restricted

funds are subject to legally binding limits established by the person or

or"anization providing these funds for specific purposes. programs,

departments, or schools,

Current funds support day-to-day University operations. The term

"current" implies that the resources will be spent in the near term and

that they will be used for operating purposes. The Statement of Current

Funds Revenues, Expenditures, and Other Changes (REOC) explains

eurrent funds activity for the current reporting period. The REOC

does not show profits and losses, as commonly shown in a for-profit

corporation's financial statements, but presents the details of current

funds revenues by source, expenditures by function, and all other

ehanges in etlLTent funds.

The niversity's three primary activities of learning, teaching, and

serving are included in education and general expenditures. This

category also includes support of academic and student activities,

physical plant, and student aid. More than two thirds of the University's

education and general funds are spent on the three primary activities.

However, instruction and support activities are finaneed primarily from

unrestricted sources, while research and public service activities are

financed mostly from restricted sources.

The University operates a number of self-supporting operations called

auxiliary enterprises. Examples include resiJence halls, food services,

student unions, bookstores, and men's intercollegiate athletics.

Although these activities support the University's operations, each is

managed as a self-supporting enterprise that covers its operating costs

primarily by charging fees.

Current Funds

Auxiliary

Enterprises.

Education and

General

Expenditures

Financial SL l III nt:nderstanding th



Hospital and

Medical Clinics

Loon Funds

The University also operates a 7l9-bed hospital and various medical

clin.ics. This enterprise, too, is self-supporti ng, but it is categorized

separately for financial reporting. The University of Minnesota Hospital

and Clinic uses hospital accountin¥; and reporting standards. Hospital

financial statements are separately audited and a separate report is

issued.

Loan funds consist of money lent to or available for loan to students. As

loans are repaid throughout the year, that money becomes available for

loans to other students. This fund grows modestly each year, primarily

from interest on outstanding loans and minimal new federal and state

contributions. Although the University loan fund provides significant

financial support to students, most student loans are granted by the

private sector under the Guaranteed Student Loan Program. Such

student loans, along with other loans from external sources, are not

reflected in the University's financial statements.
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Endowment

ond Similar

Funds

Planl Funds

Endowment funds are gifts for which the donors may stipulate as a

condition that the principal may never be spent and must be invested

to provide present amI future income. Income generated hy endowment

funcl principal may either be spent or added to the jJrincipal. Endow

ment and similar funds include true endowments, term endowm0llts,

quasi endowments, and annuity and life income funds. True endowment

principal cannot be spent; term endowment principal may be spent after

a specified time period or event; quasi endowments may be spent at

any time.

This fund group is managed to preserve the endowment's value by

limiting the earnings payout to inflation-adjusted amounts. Earnings in

excess of the amount paid out are recorded as an increase to the

endowment.

The last fund classification relates to the University's physical plant

assets. It contains a record of funds invested in institutional properiies

minus accumulated depreciation; funds reserved for capital additions

and for renewal and replacement of institutional properties; and finally,

funds set aside to payoff debts related to institutional properties. Funds

for operating the facilities (custodial service, utilities, day-to-day

maintenance) are accounted for in the current funds group.

This summary of fund groups and the Universitv'o; activity in each is

intended as a preface to, rather than a substitute for, reading the

financial statements that follow.
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We have audited the accompanying balance sheet of the University of Minnesota as

of June 30, 1993, and the related statements of changes in fund balances and current

funds revenues, expenditures, and other changes for the year then ended. We

previously audited and reported upon the financial statements of the University for

the year ended June 30, 1992, which condensed statements are presented for

comparative purposes only. These financial statements are the responsibility oflhe

University's management. Our responsibility is to express an opinion on these

financial statements based on our audit.

ReporLoflndependenL

To the Board of Regents of the University of Minnesota:

eeoUI LanL

We conducted our audit in accordance with generally accepted auditing standards.

Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement.

An audit includes examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements. An audit also includes assessing the

accounting principles used and significant estimates made by management, as well

as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all

material respects, the financial position of the University of Minnesota as of June 30,

1993, and the changes in fund balances and cutTent funds revenues, expenditures,

and other changes for the year then ended in conformity with generally accepted

accounting principles.

~f~
Minneapolis, Minnesota

October 14,1993
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Fund balances, end of yeoI'

Fund balances, beginning of year

Talallransfers

418
719

loan Funds

$ 481

96

16.5
(52)

1,7J 5

.31

2,4:36522,061

446,536
3,516

11,201
41,253

Restricted I

$) 24,562
8,3,483

226,486
23,188

2,663
146,175

14,483
1,021

Current Funds

664,467
109,406
292,864

Unrestricted

875

1,066,737 503,38] 1,137

(5,030) (50)
(28:3)
(232) 177

(38,300) (2,434)

(43,845) (2,307)

351 16,37:3

188,366 99.066

188,717 115,4,39

1,110,93~

81,110,933

Principal and interest
Renewals and replacements
Loan fund matching grant

University of Minnesota

tal ,ment of Changes 111 Fund Balanc s
For the year ended June 30, 1993 (with comparative totals for the year ended June 30, 1992)
(in thousands)

et increase (deerease) for the year

Education and general
Auxiliary enterprises
University hospital and medical clinics
Indirect costs recovered
Loan cancellation
Administrative and collection costs
Expended for plant facilities, including '4,370 not capitalized
Retirement of indebtedness
Loss on bond defeasance
Debt incurred
Interest on indebtedness
Depreciation of investment in plant
Disposal of plant, net of aecumulated depreciation of $89,912
Olh"r deductions

18

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

Unrestricted revenues
Federal appropriations
State appropriations
Federal grants and contracts
State grants and contracts
Other government grants and contracts
Private gifts, grants, and contracts
Endowment income
Investment income
Realized gains (losses) and adjustments to market value, net
Student loan interest
Expended for plant facilities (including '60,860 charged to current funds expenditures)
Retirement of indebtedness
Other arlditions

Interfund Transfers, Additions (Deductions) Mandatory:

Nonmandatory

Expenditures and Other Deductions

Revenues and Other Additions

Talal expenditures and other deductions

Total revenues and other additions



Endowment Funds Plant Funds Totals

~ True Quasi I Unrestrined Restrined Net Investment in Plant I~ 1993 1992 I
21.110,933 1,095,603

24,562 14,509
$ 2,000 85,483 151,912

23 226,990 197,300
784 23,972 16,842

2,663 7,:314
$ 3,165 4,237 898 154,571 142,313

14,433 13,446
260 $ 1,809 17,612 207 21,074 17,215

22,555 14,404 5,663 (3,009) 39,561 33,228
1,715 1,614

141,707 141,707 113,385
7:3,081 73,081 7,054

81 112 677

25,980 16,213 23,379 4.219 215,686 1,920,90 ] ,812,412

1,111,003 1,107,0:36
112,922 112,812
304,065 . 296,497

41.253 39,018
418 76
719 475

55,316 29,901 85,217 73,265
72,602 479 7;3,081 7,054

7,227 7,227
2,1:39 2,139 7,747

7,709 964 8,673 13,023
92,160 92,160 92,898

1,067 1,067 3,222
118 993 263

135,627 31,344 102,711 1,840,937 1,753.386

3,998 1,580 (498)
283

(1,916) (1,600) 71,191 7,436 (34,340)

(1,916) (1,600) 75.189 9,299 (34.8.18)

24,064 14.6]3 (37,059) (17,826) 78,1:37 79,970 59,026

179,017 150,594 211.,199 114.974 759,212 1.788,062 1,729,036

.... 203,081 165,20-:- $ 20-,140 9-,148 83-,::l49 ~],868,012 :ibl,788,062

19



(19,:346)

1,107,036

60
55

368,766
280,342

76.526
116,513

43,669
78,987
94.091
48,142

1992 Tolol

296,497

1,10-,131

113.822

112,812
725
285

296,497

1,530,717

5,742
(263)

(38,072)

1,517,470

" 165,995
15,664

447,641
201,313

]5,204
6,224

150,957
11,046
30,-340

3,260
2,741

77,127
112,174
291,031

121.927)

1.111,862

1,533,408

],.'172.059

386,542
281,916

86,410
120,118

43,901
44,993
86,339
60,784

Total I

19,682
(875)

(40,734)

.'307,565

1.111,003

804
55

304,065
3,500

113,981

112,922
776
283

$; 181.152
16,464

434,273
216,147

23,678
2,949

149,066
16,333
31,160

8,446
3,320

74,670
114,440
299,961

1993

46],J 26

11,201

11,20]

19,682
(875)

(2.-1-34)

3,516

16.373

461,126

Restricted

446,409

74,528
230,577

65,815
29,599

4,714
2,943

417
37,943

446,536

50
(177)

3,516

5> 16,464
81,582

181,842
23,314

2,477
139,704
14,722

1,021

~. 16,37:3

312,014
51,339
20,595
90,519
39,187
42,050
85,922
22,841

352,691
34,-305

364
472

9,362
1,611

30,1:39
8,446
3,320

74,670
114,440
299,961

(38,300)

(38.300)

109,406
776
283

296,364

292,864
3,500

110.465

664,467

754
232

665,..l53

1,110,933

1,072,282

:s 181,152

S 351

I Unrestricted

Principal and inlerest
Loan fund malching grant

Principal and inlerest
Renewals and replacements

Expenditures
Mandatory transfers for:

Mandatory transfers for:

University of Minnesota

tatem ,nL of Current FUll Is R v nu, ~ Exp ,n Jitures, and Other Chang s
For the year ended June 30, 1993 (with comparati ve totals for the year ended June :10, 1992)
(i n thousands)

Auxiliary enterprises:

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

Education and generol expenditures

University hospital Expenditures
and medical clinics: Mandatory principal and interest transfers

Tuition and fees
Federal appropriations
State appropriations
Federal grants and contracts
State grants and contracts
Other government grants and contracts
Private gifts, grants, and contracts
Endowment income
Investment income
Realized gains and adjustments to market value, net
Equity in earnings (losses) of unconsolidated subsidiary
Sales and services of educational activities
Sales and services of auxiliary enterprises
Sales and services of hospital and medical clinics

Total education and general

Total auxiliary enterprises

Total University hospital and medicol clinics

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

Expenditures and mandatory transfers:

Revenues:

Net (decrease) increase in fund balances

Other transfers, additions (deductions): Excess of restricted additions over expenditures
Refunded lo grantors

nnmandatory transfers

Total revenues

Total current expenditures and mandatory transfers

Total ather transfers, additions (deductions)



Accounting

Basis

University of Minnesota

otes to Financial StaL ments

1. Summary of Significant Accounting Policies

The financial statements of the University of Minnesota (the University)

are presented on the accrual basis in accordance with accounting

principles outlined in the American Institute of Certified Public

Accountants' audit guide, "Audits of Colleges and Universities," and

guidelines suggested by the National Association of College and

University Business Officers.

The statement of current funds revenues, expenditures, and other

changes is a statement of financial activities of cutTent funds related to

the current reporting period. It does not purport to present the results of

operations or the net income or loss for the period as would a statement

of income or a statement of revenues and expenses.

To the extent that current funds are used to finance plant assets, the

amounts so provided are accounted for as (1) expenditures in the case of

normal additions and replacements; (2) mandatory transfers, in the case

of required provisions for debt amo11ization and interest, and equipment

renewal and replacement; and (.3) transfers of a nonmandatory nature for

all other cases.

Current fund revenues include all unreslJicted resources earned during

the year and restricted revenues to the extent such funds were expended

for current operating purposes.

21

Fund

Accounling

in order to observe the limitations and restrictions placed on the use of

available resources, the University uses the plinciples of "fund

accounting." Resources for various purposes are classified into funds

that characterize and reflect sources of revenue and specified activities

or objecti ves. Separate accounts are maintained for each fund; however,

in the accompanying financial statements, funds that have similar

characteristics have been combined into fund groups.

The University's fund balance allocations represent those fund balances

that are restricted for specific future uses by legal covenants, state

policies or granting agencies, or otherwise designated by University

policies. Undesignated amounts represent collegiate balances and

central reseDies.

Interfund borrowings have been made principally from the plant fund.

The amounts due to plant funds from current and loan funds are payable

with interest.

A11 gains and losses arising from the sale or other disposition of

investments, and other noncash assets and ordinary income derived

from investments, receivables, and the like, are accounted for in the

fund owning such assets, except for income derived from investments of

endowment and similar funds, which is accounted for in the fund to

which it is restricted or, if unrestricted, as revenues in the unrestricted

current funds.



Current

Unrestricted

Currenl

Restricted

loon

Endowment

University of Minnesota

Notes to Financial Stat menl ('·/lIlliIlU.·dl

The accounts of the University are summarized for financial reporting

purposes into the fol.lowing fund classifications:

Funds over which the University retains full control to use in achieving

its institutional purposes including instruction, research, public service,

general supporting activities, and the investment and cumulative

earnings of the University's wholly owned captive insurance company,

RUMINCO, Ltd.

Externally restricted operating funds that may be utilized only in

accordance with the purpose established by the source of the funds.

Funds provided by the federal govemment, the state of Minnesota,

and private donors for student loans. These are revolving funds in that

repayments become available for loans to other students.

Funds donated by individuals, agencies, and others that, as a condition

of the gift instrument, generally require the maintenance of principal.

The principal of true endowment funds is invested in perpetuity to

produce present and future income, which may either be expended or

added to principal.

Term endowment funds are similar to true endowment funds except

that all or part of the principal may be expended after a specified period

of time or the occuuence of a particular event. Quasi-endowment.

restricted funds represent restricted gifts and other restricted amounts

that do not require the University to presen1e the principal in

22

Plont

(osh ond

Temporory

Investments

Investments

perpetuity. The University has invested these amounts in endowments

until the funds are needed. Quasi-endowment unrestricted funds are

funds without restrictions that have been allocated by the University for

investment purposps.

Funds to be used for acquisition of physical properties for institutional

purposes but unexpended at the date of reporting, funds set aside for

renewal and replacement of institutional properties, funds set aside for

debt service charges and for retirement of indebtedness related to

institutional propel,ties, and funds invested in institutional propelties,

less accumulated depreciation.

The cash balances of the various fund groups of the University are

invested primarily in domestic and foreign commercial paper, money

market mutual funds, short-term corporate obligations, and short- and

intermediate-term U.S. government and agency securities. These

investments are carried at amortized cost, which approximates the

market value at June 30, 1993. Also included in cash and temporary

investments are invested assets related to indebtedness.

Investments insecurities are recorded at market value on a trade date

basis and adjusted periodically for changes in market value.



Nellnvestmenl Land, buildings, and other property are recorded at cost, except those

Inventories held for resale are carried at the lower of cost (first-in, first

out) or market value and other inventories are carried primarily at cost.

received as gifts or bequests, which are recorded at market value at date

of gift. Depreciation is determined using the straight-line method based

on the estimated useful lives of the assets.

(28.7181

$ lO9,034

$ 37,590

26,456

64,046

56)57

1,226

(7,7J6)

49,667

84,499

1.823

86,322

~ 309,069

$: 67,030

29,262

12,069

5,597

9,612

14.182

Currenl unrestricled funds:

loon funds:

Receivables at June 30, 1993, consisted of the following (in thousands):

Plant funds:

Z. Other Balance Sheet Information

Notes rcceivilble

Accrued interest

Less alJowancf' for uneollectible accounts

Other

Less allowance for uncollectible accounts

Currenl restricted funds:

Unbilled charges, due principall)
from federal government

Other

University hospital

State appropriations

Student

Notes receivable

Accrued income

Total

State appropriations

Accl1led intt'rcst

taL n1 n L ll'ontinllerll

Interest is normally expensed as incurred, except when it is incurred in

conjunction with major capital additions, and then it is shown as an

addition to investment in plant. The amount of interest capitalized, net

of interest income on bond trustee held investments, is determined by

applying current interest rates to the funds required to finance the

construction.

University of Minnesota

NoLes Lo F'i nail 'la]

The l niversity has a wholly owned captive insurance company,

R 1\1INCO, Ltd., for professional and general liability, educators' legal

liability, comprehensive automobile liability, and certain other liability

claims. The estimated liability for known claims and certain unreported

claims and incidents and related contributions to RUMINCO, Ltd., are

based upon an indeppndent actuarial determination. The investment in

unconsolidated subsidiary represents the excess of RUMINCO, Ltd.'s,

assets over the estimated liabilities at June 30,1993.

In Plonl

Inventories

Investmenl in

Unmnsolidoted

Subsidiary

Unearned

Income

Tuition revenues and prepaid costs for summer school sessions are

deferred at year-end and are recognized in the following year when the

classes have been completed.
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Accrued liabilities at June 30, 1993, consisted of the follOWing (in thousands):

Net investment in plant at June 30, J993, consisted of the following (in thousonds): 3. Cash and Temporary Investments

$ 199,912

50,1.59

4,365

8,583

];)5,047

:$ 398.066

$ 45,620

45,620

Temporary Invested Assets
Investment Related to

Pool Indebtedness Total

$ 199,91.2

50,159

4,365

8,583

89,427

$ 352,446

Cosh and temporary investments at June 30, J993, consisted of the fallowing (in thausandsl:

Current funds:

Unrestricted

Restricted

loan funds

Endawmenf and similar funds

Plant hmds
Total

Included in invested assets related to indebtedness are restricted

investments that are held by the bond trustee for sinking funds and for

reserve funds required to be maintained by the bond indentures. The

amount held by the trustee aggregated $11,317,000 for sinking funds

and $20,746,000 for reserve funds at June 30,1993. Investments of

$13,557,000 related to the construction of the athletic facility were

internally managed at June 30,1993.

2,009,.319

(951,700)

1,0.57,619

$ 36,801

] ,251,681

.576,96.5

14.3,872

35,290

32,562

15,292

11,155

18,305

112,604

10,228

1,126

326

11,680

58

58

3,163

1,962

5.1 25

129,467

24

(urrent unrestricted funds:

Less accumulated depreciation

Net investment in plant

Land

Buildings and improvements

Equipment

Other

Planf funds:

Currenlres1ricled funds:

Accrued vacation

Accrued payroll

Other accruals

Environmental clean-up accrual

Accrued interest

Endowment fund:

Accrued fees

Self-insurance

Accrued vacation

Accrued retirement costs

Accrued payroll

Other accruals

Total



University of Minnesota

Not to Financial SLat ment (cuntinuedJ

that are unitized on a market value basis with each participant

subscribing to or disposing of units on the basis of the market value

per unit at the beginning of the month.

The following lobulation summarizes all pooled and nonpooled investments by fund (in thousands,
except for market value per unit, including omued intome):

Cost

$ 134,838

182,919

134,516

20,317

41

472,631

Market

$ 134,751

193,621

151,8.33

20,258

41

$ 500,504

Investments at June 30, 1993, consisted of the following (in thousands):

4. Investments The University's endowment funds are invested in the Consolidated

Endowment Fund (CEF), the Group Income Pool (GIP), and the

Separately Invested Funds (SIF). CEF and GIP are investment pools

Cash and temporary investments

Government and corporate bonds

Corporate stock

Limited partnership and equity growth funds

Mortgages and other

The investment table above shows the University's risk category 1

investments. Risk category 1 includes securities that are .insured or

registered or are held by the University or its agent in the University's

name. The University has no investments in risk category 2 (uninsured

and unregistered secul~ties held by the counterparty's trust depanment

or agent in the University's name) or in risk category 3 (uninsured and

unregistered securities held by the counterpany or by its trust

department or agent but not in the University's name).

CEF GIP SIF Tolal
............................

Current funds:

Unrestl~cted $ 15,683 $ 15.683

Restricted 11,181 11,181

Endowment fund $ 315,773 42.473 :$ 359,763

Plant fund 99,268 113,877
.............................••..

Total :$ 315,773 $ 168,605 500,504

Total pooled units 8,268 1,327 NfA

Market value per unit,
including omued income 'fA NfA

The combined investment return, including revenue from securities

lending and other pOltfolio management strategies, based on average

month-end market values was approximately 15.7 percent for the year

ended June 30, 1993.

2S
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Based on the University's spending policy, earnings are distributed at a

rate of 5.5 percent of the three-year moving average of the market value

of the fund assets; therefore, in certain years accumulated capital gains

are used to supplement investment income. When capital gains are so

used, they are reported as a nonmandatory transfer from endowment to

current funds. \Vhen investment income exceeds the above-stated 5.5

percent return, the excess is transfened to the respective endowment

funds from current funds for the benefit of each individual endowment.

During the year ended June 30,1993, net nonmandatory transfers of

... 2,656,195 were made from the endowment to cunent funds.

To enhance the return on investments, the University l11aintains a

securities lending and arbitrage program involving the Cniversity's

portfolios. As governed bv defined guidelines and agreements, the

securities knJing transactions involve the loan of securities by the

University to brokerage firms, banks, and other approved institutional

bOITO\I'f~rs in exchange for cash or other collateral acceptable to the

University that is at lea. t 95 percent of the market value of the

securities loaned. This collateral, in accordance with University

guidelines, is invested in other arbitrage transactions. l nder the written

agreements with the bOlTolI'ers, the University retains all rights of

ownership to the loaned securities, receives all dividend and interest

income, and reserves the right to terminate any loan of securities at any

time. At June .30, 199.3, the University had securities of approxim'ltely

$188,000,000 involved in loans. These loans were supported by

26

collateral of approximatel) 186,000,000. Additionally, approximately

$1.37,000,000 of the collateral was invested in other arbitrage strategies.

The remaining collateral of approximatelY ~49,000,000was invested in

approved shOlt-term securities.

Under the other arbitrage transactions, the University employs other

portfolio management strategies invol ving the purchase or borrowing

of securities and the subsequent sale of these and other University

securities, generally with a conesponding hedge against market

fluctuations using options, futures. and other securities. As with the

lending of securities, these strategies are designed to improve

investment return and generally are hedged. Some of these transactions

also require the University to pledge cash or securities as collateral,

whjch is held at the University"" custodian bank. The total market value

of such collateral on June .30, 199.3, was approximately ~19,000,OOO.

Total income earned on t.he securities lending and arbitrage strategies

including University-owned investments was approxirnately''4,900,000

for the year ended June 30, 199.3.
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5. Long-Term Debt

The full faith and credit of the University is pledged for payment of

principal and interest relat.ed to the 1985 bonds and the Commercial

Paper. The Variable Rate Demand Bonds are subject to optional tender

and mandatory tender by the bondholders in certain circumstances. The

University fully expects that tendered bonds will be resold to the public

by a remarketing agent. However, in the event that some bonds Illav not

Outstanding debt at June 30, 1993, consisted of the following (in thousands);

General Obligation Refunding Bonds, Series 1986A,
at 6.8% to 7.6%, due at various dates through 2001

Variable Rate Demand Bonds, Series 1985F:, 1985F,
1985C, 1985H and 19851, F and Gat 2.45C;( and E, Hand
I at 2.059'( to 2.sck, due at various dates through 2017

Various auxiliary enterprise bonds, at 1%, due at vmious
rates through 2013, collateralized by revenues of self
supporting auxiliary enterprises and the full faith and
credit of the University

Commercial Paper Certificates, 199] Series A
at 2.05% to 2.45S'(

Obligation to thr. state of Minnesota pursuant to
Infrastructure Development Bonds, at S_9% to 6_99t,
due at \'arious dates through 2012

Other

Total

$ 29,075

1.53,000

16,280

42,000

9,316

604

250.27::>

be remarketed, the Universitv has entered into a credit agreement with

a bank to provide for purchase of tendered bonds. The Commercial

Paper Certificates each mature within one year. The University intends

to remarket these certificates through December 31,2023.

Pursuant to state of Minnesota statute, the University is obligated to pay

the state one third of the debt services of Infrastructure Development

Bonds (IDB) issued by the state for University projects. The state has

issued S3U,97S,967 on behalf of the University, one third of which is

due to the state in installments over 20 years.

lneluded as part of restricted plant fund balances at June 30, 1993,

was :-:;9,385,910 for renewals and replacements rC'lllired by related

debt covenants.

The University has three years remaining on a five-year interest rate

swap agreement whereby the Universit.y pays fixed interest payments

at 5.75 percent on ,'70,000,000 of Series 1985H and 19851 bonds in

exchange for variable interest payments on an equivalent amount of

debt. Through May 17, 199,3, this variable rate of interest paid was

based upon the Kenny Infonnation Index, an index based on t.he 30-day

yield of certain tax-exempt bonds_ As of May 18, 1993, the basis for the

variable rate interest payment was changed to the PSA Municipal Swap

Indf'x, as calculated by Municipal Markets Data, an indexing agent.
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On June 23,1993, the University entered into a one-year swap

extension agreement whereby, effective August 18, 1996, the University

will pay fixed rate interest payments at 5 percent on $70,000,000 of

Series 1985H and 19851 bonds in exchange for variable rate interest

payments on an equivalent amount. The PSA Municipal Swap Index is

the basis for this variable rate interest payment calculation.

On May 28, 1993, the University defeased $70,435,000 of J'ts General

Obligation Refunding Bonds, Series 1986A. Term bonds maturing in

2005, 2010, and 2011 with coupons of 6 percent to 7.75 percent were

defeased. The University used current unrestricted funds and amounts

available from trustee-held reserve funds total ing approximately $4.8

million to effect the defeasance.

The anticipated principal payments on long-term debt and sinking

fund requirements on notes and bonds outstanding and minimum future

payments on other obligations at June 30,1993, are as follows (in

thousands):

Fiscol Yeor Ending June 30 Tolol

1994 $ 7,498

1995 8,619

1996 9,344

1997 9,553

1998 9,840

Thereafter 205,421

$ 250,275
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Based on the University's intent to remarket ceI1ain debt instruments

with maturities of Jess than one year, these principal payments are

included in the "Thereafter" amounts above.

6. Pension Pions

Employees of the University meeting age and length of sen/ice

requirements participate in the faculty (University of Minnesota

Supplemental Benefit Plan-SBP), civil service (General Employee

Retirement Plan-GERP of the Minnesota State Retirement System

MSRS), or police department (Public Employee Police and Fire Fund

PEPFF of the Public Employees' Retirement Association-PERA)

pension plans (the plans). The plans require contributions by both

employer and employees. Pension expense of the University for

the year ended June 30,1993, was $47,284,000, which includes the

amortization of prior service cost through 2020.

The SBP of the University is a single employer-defined contlibution

plan and is full\' funded. For faculty members employed prior to 1963.

the University provides a Faculty Retirement Supplement Defined

Benefit Plan that is being funded in the amount equal to or greater than

the amount required under Chapter 356 of the Minnesota Statute. The

SBP specifies contribution rates of 2.5 percent for the employee and,

effective July 1, 1992, the employer is required to contribute 13 percent

of the eligible salary. Prior to July 1, 1992, the employer was required

to contribute 2.5 percent of the first $5,000 of eligible salary and

13 percent thereafter. Participant benefits vest immediately.
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Statewide plans (GERP and PEPFF) covel' employees of the state

of Minnesota, school districts, counties, cities, and other political

subdivisions. The GERP is a multiple-employer, cost-shaJing defined

benefit plan administered by the MSRS. Benefits are based on average

salary and are fully vested after three years of credited service. Effective

January 1, 1993, participants are required to contribute 4.07 percent

of their total compensation with a matching University contribution of

4.2 percent. Prior to January 1, 1993, participants were required to

contribute 3.99 percent, with a matching employer contlibution of

4.12 percent. The PEPFF is a multiple-employer, cost-sharing defined

benefit plan administered by PERA. Benefits are based on average

salary and are fully vested after three years of credited service.

Participants are required to contribute 8.0 percent of their gross salary

to PERA. The University is required to contribute 12.0 percent of the

pmticipants' gross salary. The contribution rates for both GERP and

PEPFF are not actuarially determined, but rather are determined by

The pension benefit obligation is a standardized disclosure measure

related to defined benefit plans of the present value of pension benefits,

adjusted for the effects of projected salary increases and step-rate

benefits, estimated to be payable in the future as a result of employee

service to date. The measure, which is the actuarial present value of

credited projected benefits, is intended to help users assess the GERP's

and PEPFF's funding status on a going-concern basis, assess progress

made in accumulatin~ sufficient assets to pay benefits when due, and

make comparisons among public employee retirement plans and

employ~~rs.

The unfunded vested benefit liabilities of the plans are not actuarially

segregated by employer unit. As of June 30. 1993, the University's

contributions and employees represented approximately 25 percent and

less than 1 percent of all participating entity contributions and active

plan participants in GERP and PEPFF, respectively.

state statute.

(11-1.961)16.5.000

Pension benefit obligation

N~t assets available for benefits, at cost

Unfunded (assets in excess 01)
pension hem·fit obligation

Certain unaudited information, principally with respect to SERF's and PEPFF's funding status as a
whale, as of June 30, 1992, (the most recent informalion available) is os follows (in thousands):

GERP PEPFF

$ 2,742,000 $ 821,604

$ 2,577,000 $ 963,56.5Participant
Contribution

Amount % I
6,277 2.50

1.3,939 4.07

175 8.00

20,39J

Unaudited informotion with respect to covered poyroll and contributions
for the yeor ended June 30, 1993, is os follows (in thousands):

University
Covered Contribution
Payroll Amount % U

SBP $ 251,080 32,632 1:3.00

GERP 345,876 14,388 4.20

PEPFF 2,188 262 12.00

:); 599,144 $ 47,282 iii
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Ten-year historical trend information showing the GERP's and PEPFF's

progress in accumulating sufficient assets to pay benefits when due is

presented in each plan's respective June 30, 1992, comprehensive

annual financi.al report.

At June 30, 1992, the SBP had a projected benefit obligation of

~17,533,000, an unfunded accrued liability of. 5,745,000, and net

assets ava ilable for benefits of $11,788,000. The actuarial present value

of accumulated plan benefits was not calculated.

7. Related Parties

The University of Minnesota Foundation, the University of Minnesota

Medical Foundation, and the Minnesota Landscape Arboretum

Foundation are independent corporations formed for the purpose of

obtaining and disbursing funds for the sole benefit of the University.

At June 30,1993, the combined net assets of these foundations (not

included in the financial statements of the University) were

approximately $475,730,000 of which approximately $415,961,000

were restricted funds. During the year ended June 30, 1993, these

foundations distributed approximately $38,352,000 to the University,

which has been recorded as private gifts.
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The University purchases computing sen'ices from Minnesota

Supercomputer Center, Inc. (MSCI), a corporation that is majority

owned by the University of Minnesota Foundation. During the year

ended June 30, 1993, the University made net payments of $8,000,000

to MSCI for computer usage under the terms of this lease. On July L

1992, the University entered into a four-year, noncancellable lease with

MSCT for computer usage at a minimum charge of $8,000,000 each year

beginning July 1, 1992. Additionally, MSCI has outstanding future

minimum operating lease payments totaling S~35,000 per year for

building space under a noncancellable agreement with t.he University.

This lease obligation is payable in cash.

The University owns 22,500 shares of $10 cumulative nonvoting

preferred stock in MSCI with a cost of 1,500,000. This investment is

recorded at cost in "other assets" of the current unrestricted fund. No

dividend has been declared on this prefened stock and none has been

recognized by the University.

The University has a 5512,000 nonmember deposit in the University of

Minnesota Federal Credit Union (UMFCU), which is noninterest bearing

and was repaid on July 1, 1993. The amount is included in "other

assets" in the current unrestricted fund. Additionally, the University has

a $3,125,000 certificate of deposit in the UMFCU, which bears interest

at 3.25 percent annually. The deposit is included in cash and short-term

investments and matured on July 1, 1993.

During 199:3 the University received a $2.1 million dividend from

Ruminco, Ltd.



The University owns certain steam production facilities, which produce

steam for heating and cooling the Twin Cities campuses, which by

agreement are managed, operated, and maintained by an unaffiliated

company. The term of the agreement is for 25 years and commenced on

July 1, 1992. Under the agreement, the University must make minimum

fixed payments for certain operating and maintenance costs as well as

contingent payments based on monthh usage. The minimum fixed

amount of the required payments at June 30,1993, is as follows (in

thousands):

A federal grand jury silting in Minnesota is currently investigating the

Minnesota Anti-Lymphocyte Globulin Program (MALG). The MALG

Program was run by the surgery department of the University's Medical

School and produced an anti-rejection drug for organ transplant surgery

until a dinical hold was issued by the United States Food and Drug

Administration (the FDA) in August of 1992. The FDA has alleged

numerous serious violations of the Federal Food, Drug and Cosmetics

Act in the operations of the MALe Program. The University became

University of Minnesota
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8. Commitments and Contingencies

Construction projects in progress, principally buildings, that have been

included in the assets of the plant funds at June 30, 1993, approximate

$61,091,000. The estimated cost to complete these facilities is

8234,206,000, to be funded from currently available plant fund assets.

Groundwater and surface contamination, which may have been caused

by disposal of hazardous wastes, was discovered in 1984 on University

owned property called Rosemount Research Center. The total remaining

cost of this cleanup is estimated at $3,163,000, which has been accrued

in the financial statements at June 30,1993.

The University has long held that medical residents are students for

social security purposes and therefore has not collected social security

taxes from these individuals or remitted to the Social Security

Administration the employer share of these taxes. In August 1990, the

University was notified by the Social Security dministration that

medical residents are not considered by their agency to be stuoents for

social seculity purposes. If that is the case, the University estimates it

would owe approximately $5,000,000, excluding interest, in social

security taxes for calendar years 1985 and 1986, representing both the

employer and employee share. The University is vigorously contesting

this assessment. No liability for these taxes has been recorded in the

financial statements.
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Fiscal Year Ending June 30

1994

1995

1996

1997

1998

Thereafter

Tolal

5,499

5,499

5,499

5,499

4,849

92,131

:f, 118,976
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aware of the grand jury investigation in December of 1992. Publisllt'd

reports have indicated that, in addition to the I'iolations of law identified

by the FDA, the investigation is focused on at least three areas. Thcs,~

are: (1) whether the niversitv improperly billeu .\ledicare and

Medicaid for an imestigational drug; (2) whether the University used

money from federal grants for unauthorized pur-poses; and (3) whether

lhe University broke the law by charging for MALG, especially in

selling it at a profit. Neitlwr indictments 1I0r any civil actions have been

initiated as a result of the investigi:llion, which is not I'et complete. In
j

addition, the University is a defendant in other cases involving claims of

meuical malpractice, personal injuries, breach of contract, and other

civil malters,including various claims pending against the University

with the state Department of Human Rights and the Feueral Equal

Employment Opportunity Commission. While any litigation has an

element of uncertainty and the University cannot, therefore, predict hoI\'

these cases will be finally resolved, management and its general counsel

believe the outcomes of the cases, individually and combined, will not

have a mal'~riall)' adverse effect on the University's financial condition.

9. Income Taxes

The Unil'ersity is f!;/>nf'rally /'xernpt from federal and state income

taxe~ as an instrumentality of the state of Minnesota and under Section

501((;)(:')) of the Int/~rnal Revenue Code. Certain actil'ities are subjed

to unrelated business income tax. Relatrd to these activities, the

University has a net operating loss can'yforward of approximatf'ly

$2,300,000 at Junf' 30, ] 992, which expires in fiscal years 2003

through 2007.
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10. Subsequent Events
.................................

Subsequent to June .'30,1993, a variety of long-term debt activity

transpired. Included in this activity were the following transactions:

• On July 22, 1993, an additional S12,000,000 of Commercial Paper

Certificates, Series 1991B, were issued at an initial rate of 2.55 percent.

• An Au ust 12, 1993. .• 12,81\.0.000 of the Series 1986A General

Obligation Refunding Bonds were advance refunded.

• On August 12, 1993, the University issued $84,000,000 General

Obligation Bonds, Series 1993A. The bonds I\('re issued with an interest

rate of 4.80 percent and will mature on August 15,200.3. Approximately

$14,000,000 of the bond procef'ds were used to fund the advance

refunding described above; the remaining bond proceeds Ilill provide

funds for certain capital projects at the University of Minnesota Hospital

and Clinic.

Subsequent to June 30,1993, the Board of R('gpnts approved an

inddinite extension to the Voluntary Retirement/Severance Plan.
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