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Report of Independent Accountants 

The Board of Trustees of 
Kent State University: 

In OUT opinion, the accompanying balance sheet and the related statements of changes in fund 
equities, and current funds revenues, expenditures and other changes in fund equities present 
fairly, in all material respects, the financial position of Kent State University (the “University”) 
as of June 30, 1999 and 1998. and the changes in fund equities. current funds revenues, 
expenditures and other changes in fund equities for the year ended June 30, 1999 in conformity 
wjith generally accepted accounting principles. These financial statements are the 
responsibility of the University’s management. our responsibility is to express an opinion on 
these financial statements based on OUT audit. We conducted our audit of these statements in 
accordance with generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards. issued by the Comptroller General of the 
United States which require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free ofmaterial misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. We believe that OUT 
audit provides a reasonable basis for the opinion expressed above. 

As described in Note I to the financial statements, in 1999 the University changed its method 
of accounting for the deferred compensation plan. 

In accordance with Government Auditine Standards, we have also issued our report dated 
September 17, 1999 on our consideration of Kent State University’s internal control over 
financial repotting and on OUT tests of its compliance with certain provisions of laws, 
regulations. contracts and grants. 

September 17, 1999 



KENT STATE lJNIVERSIT1 

Balance Sheets 

June 30.1999 and 1998 

(in thousands) 

Cash and cash equivalents (note 2) 

Imcstmcnts. at fair wlue (note 2) 

Dcposlts 

Accounts rcccivablc. net (notes 3 and 11) 

Notcs rcccixiblc. nut (note 3) 

Accrued mtwcst rcccivablc. net (note 3) 

In\~c”torlus 

Prcpad cxpcnscs and dcfcrrcd charges 

Depows held by trustees (note 4) 

Investment m plant (note 5) 

Due from (to) other funds 

T&d assets 

Liabilities and Fund Epuities 

Liabihtxs 

Accounts payblc 

Accrued liablhtics (note 10) 

Deposits and dcfcrrcd credits 

Bonds 2nd lcasc obligations payable (notes 6 and 7) 

Total liabilities 

Fund equities (note X) 

Educational and general 

Auxiliay cntcrpriscs 

LOZIII 

Endwment and similar 

Unexpended plant 

Rcncwds and replacements 

Rctircment of indebtedness 

Net invcstmcnt in plant 

Total fund equities 

Total liabilities and fund equities 

Current Funds 

Unrestricted 

1999 1998 

S 1.021 

X4.526 

$ 15.4x3 

52.360 

8.043 3.635 

1.282 746 

2.222 4.344 

2.X73 3.254 

(1X.855) 

$ Xl.112 

(5.X29) 

$ 75.993 

$ 6.X5X 

23.460 

1 I.849 

$ X.024 

22.060 

I I.580 

$ 42.167 

$ 37.371 

I.574 

$ 41.664 

$ 33.413 

916 

$ 3X.945 

$ X1.112 

-4- 

$ 34.329 

$ 75.993 

Restricted 

1999 1998 

s 6 

4. I x7 

1.x14 

$ 6.007 

$ 342 

X2 

S 6 

6.915 

(2.634) 

$ 4.2X7 

Ii 212 

79 

$ 424 

$ 5.5X3 

$ 5.583 

$ 6.007 

$ 291 

$ 3.996 

$ 3.996 

$ 412X7 



Endowment and 

Similar Funds 

1999 1998 

Plant Funds tipmy Funds 

1999 p9J 1999 _ 1998 

$ 7.533 s LW2 s - S 22 S 79 s 412 
132 111 Il.982 31.723 

s 32 S 4-I 

I .02 I 

360 700 769 367 

I x.-ii 
354 

17.42x 

33x 79 

1.889 

3 

449.980 

13.9x1 

$ 478~614 

1.865 

93 

420.156 

5.564 

$ 460.661 

2.605 

S 2.737 

s - 

2.576 

S 2~709 

(67) 

$ 21.2x0 

s - 

(16) 

$ 20.242 

s 

522 

$4 921 
- 

339 

$ 1.764 

s - s I3 

34 

x74 

S 1.132 

513 

312 

63.143 

$ 65.100 

S 2.290 

527 

312 

65.490 

$ 68.619 

$ 23 

29 

1.712 

$ 921 $ 1.764 6 - 

s - 

s - 

s 

20.242 

$ - 

$ - 

s - 

s - 

2.737 2.709 

$ - $ - $ - $ - 

21.280 

8.179 3.991 

8.007 6.938 

(46) (423 
397.374 381.536 

$ 2.737 $ 2.709 $ 413.514 $ 392.042 $ - $ - 

$ 2.737 - 

s 21.2x0 

s 21.2x0 

$ 20.242 

$ 20.242 $ 2.709 $ 478.614 $4 460.661 $ 921 $ 1.764 

See accompanqing notes to financial statements 
-j. 



KENT STATE UKIVERSITY 

Statement of Changes in Fund Equities 
i’ear ended June 30. 1999 

fin thousands) 

Revenues and other additions 

Lkrcstrictcd current find ~c\enues 
State appropnatmns - restricted 

Federal grants and contexts - restricted 

Stn grants and contracts - rcstncted 
Local govcmmcnt grants and contrxts - restricted 

Prkatc yfts. grants and contracts restricted 
Imcstment mcomc - restricted 

Interest on notes rccewable 
Expended for plant facilities (includes $4.091 

charged to current fund espcndnures) 

Retirement of mdebtedness 
OthU 

S 5.229 5 289.223 

Total re~cnucs and other additions 234.229 34.994 289.223 

Expenditures and other deductions 
Educxional and gcnerrd expenditures 

Auxiliary enterprises expenditures 
indirect costs recovered 

Rcfundcd to grantors 
Loan cancellamn and wite-offs 

-2dministration and collection costs 
Expended for plant facilities (includes $3.175 

of noncapnalizcd expenditures) 
Rctrement of mdebtedness 
Interest on mdebtedness 

Disposals of assets 
Other 

215.713 
54.532 

236.713 

54.532 

Total expenditures and other deductions 

Transfers among funds - additions (deductions) 
Mandator?; transfers for 

Principal and mtcrest 

Loan fund matching grant 

Nonmandxory transfers for 

Renewals and replacements - plant funds 
Other transfers 

215.713 54.532 270.245 

(3.680) 

(165) 

(1.923) (5.603) 

(165) 

(3.967) 
16.746) 

(14.558) 

3.958 

(1:360) (5.327) 
3.479 (3.267) 

Total transfers 

Set mcrease for the yxr 

Fund equities at beginning of year 

Fund equities at end of yx~r 
33.413 

s 37.371 

196 (14.362) 
658 4.616 

916 34.329 

$ 1.574 $ 38.945 

See accompanying notes to financial statcmcnts. 

Educational 

l’nrestricted 

Auxiliary 

Current Funds 

Total 

and General Enterprises Unrestricted 

-6. 



I.%28 
6 XI 

457 

ii ,,.i,W 333.313 

X.684 

1.301 

9.985 145 42.453 312.698 

(5.603) 
(165) 

(5.327) 
(3.317, 

165 

6,871 

377 

(423) 
6 (46) 

(14.412, 

6.X13 

38.3X 

R 44.52x 

7 



IiENT ST;\TE UNlVERSlTl 

Statement of Current Funds Revenues. Expenditures and Other Changes in Fund Equities 

\‘ear ended June 30. 1999 

with comparative totals for 1998 

(in thousands) 

Tution. fees and other student chwges 

State appropnst1ons 

Federal grants and contracts 

Stm grants md co”tracts 

Local grants and contracts 

Private yfts. grants and contracts 

Scdes ad services 

Inwxment Lncome 

Endwment mcome 

Other 

Total rixenues 

Expenditures and mandatory transfers 

Educational and general 

Instructional and drpartmental research 

Separately budgeted research 

Public services 

Acadrmlc support 

Student senkes 

Institutional suppon 

Operation and maintenance of plant 

Schoiarships and felhxvships 

Total educational llnd general expenditures 

Auxiliar enterprises 

Mandatory trusfers for 

Principal and interest 

Loan fund matching grant 

Total expenditures and mandatoT transfers 

NonmandatoE transfers and other 

additions (deductions) 

Nonma”dator) transfers for 

Renewals and replacements - plant funds 

Other transfers 

Other addttions (deductions) 

Excess of restricted receipts 

over tralsfers to revenue 

Refunded to grantors 

Net increwz in fund equities 

SW accompanying notes to financial statements. 

Educational 

and General 

Unrestricted 

Auxiliary 

Enterprises 

Total 

Unrestricted 

% 113.387 $ 10.154 5 1XiJI 

106.754 106.7j-l 

1.619 1.619 

63 63 

4 .I 

2.104 2.104 

4.221 4 1.607 45.828 

3.743 427 4.172 

2.532 2.806 5.138 

234.229 54.994 289.223 

113.062 

1,928 

6.863 

23.436 

20.413 

24.875 

20.0 16 

5.120 

215.713 

54.532 

3.680 1.923 

165 

219.5% 56.455 

(3.967) (1.360) (5.327) 

(61746) 3.479 (3.267) 

113.062 

1.928 

6.863 

23.436 

20.4 13 

24.875 

20.016 

5.120 

215.713 

54.532 

5.603 

165 

276.013 

$ 3.9% $ 658 $ 4.616 

-x- 



Restricted 

Auxiliar> 

Enterprises 

Total Totals 

Restricted 1999 199s 

40.47ti I44 JO.5 JO 

‘IO.426 

2.X77 

Y.022 

5.353 

54-l 

72X 

J‘+3 

21 

21.13x 

40.426 

I44 I44 

I44 40.570 

i 

5.1:x 4.006 

324.743 31 I.XYY 

I OY.Y3 7 

I I .0x 

IO.7OY 

23.675 

20.x1x 

2 1.630 

20.563 

23.x32 

242.192 

50.10X 

5.340 

1x7 

297.827 

(5.327) (3.01:) 
(50) (jo) (3.317) (3>833) 

1.6X3 1>683 

(46) (46) 
$ l.iXJ $ %: 1.5X7 

1.6X2 534 

(4) (453) 
$ 6.203 $ 9.712 

-9- 



KENT STATE L’ICIVERSIT~ 

Notes to Financial Statements 
June 30. 1999 and 1998 

(in thousands) 

Summan: of Sienificant \ccountine Policies 

(a) Basis of,4ccountinL, 

The financial statements of Kent State University (University) have been prepared on the accrual basis 
and are in accordance with generally accepted accounting principles applicable IO public colleges and 
universities as prescribed by the American Institute of Certified Public Accountants’ College Guide 
hlodel. The accompanying Statement of Changes in Fund Equities represents a statement of financial 
activities of funds related to the current reponing period. It does not purpon to present the results of 
operations or the net income or loss for the period as would a statement of incoine or a statement of 
revenues and expenses. 

In accordance with Governmental Accounting Standards Board. Statement No. 14. The Financial 
Rqxming Entin, the University’s financial statements are included. as a component unit, on the State 
of Ohio’s Consolidated Annual Financial Report. 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts ofassets and 
liabilities and disclosure of contingent assets and liabilities at the date ofthe financial statements. 
Estimates also affect the reported amounts of revenue and expenses during the reporting period. 
Actual results could differ from those estimates. 

(b) Fund Accountin< 

In order to ensure observance of limitations and restrictions placed on the use of the resources 
available to the University, the accounts ofthe University are maintained in accordance with the 
principles of “fund accounting.” Thus. resources for various purposes are classitied into funds that 
are in accordance with activities or objectives specified. Separate accounts are maintained for each 
fund: however, in the accompanying financial statements, funds that have similar characteristics have 
been combined into fund groups. Accordingly, all financial transactions have been recorded and 
reported by tind group. 

Within each fund group, fund equities restricted by outside sources are so indicated and are 
distinguished from unrestricted funds allocated to specific purposes by the University. Externally 
restricted funds may only be utilized in accordance with the purposes established by the source of 
funds and are in contrast with unrestricted funds over which the University retains full control to use 
in achieving any of its institutional purposes. 

Unrestricted revenue is accounted for in the unrestricted current fund. Restricted gifts, grants, 
endowment income and other restricted resources are accounted for in the appropriate restricted funds. 
Restricted current funds. including government grants and contracts. are reported as revenues and 
expenditures when expended for current operating purposes. 

(Continued) 
-IO- 



KEST STATE UNIVERSITY 

Kotes to Financial Statements 

June 30.1999 and 1998 
(in thousands) 

Allocated funds have been established by the University to set aside certain portions ofthe current 
unrestricted fund equities. Revenues and expenditures flow through the current unrestricted accounts 
and transfers are then made to these allocated funds. 

The fbllowin~ are descriptions ofthe fund groups used: 

Cltrrmr./imd,~ include resources that are available for current operations and can be either 
unrestricted or restricted. Current funds are considered unrestricted unless external agencies 
restrict their use to specific purposes, programs. colleges, departments. or schools. Unrestricted 
current limds are comprised of the educational and general funds and the auxiliary enterprises 
funds. 

Educational and general funds are used primarily to account for transactions which are expended 
in performing the primary and support objectives of instruction, research, public service, academic 
support, student services. institutional support, operation and maintenance of plant, and 
scholarships and fellowships. 

Auxiliary enterprises funds are used for transactions of activities designed to be substantially self- 
supportinp. These activities primarily provide services for students. faculty and staff. Auxiliary 
enterprises include. but are not limited to, residence halls, food services. bookstores and 
intercollepiate athletics. 

Loanfinds include resources available for loans to students. These funds are financed primarily 
by the federal government. As these loans are repaid, the principal and accumulated interest 
become available for future student loans. Loan fund equities consisting ofthe University’s 
matching portion provided in accordance with the requirements of the Perkins Loan and Nursing 
Student Loan programs must be retained in the loan fund as long as the University participates in 
the programs. These amounts are reflected as restricted fund equities. 

En&nvment undsimilur~firn~.~ are subject to the restrictions of gift instruments requiring that the 
principal be invested in perpetuity and that the income only be utilized. The Board ofTrustees has 
set aside certain finds of the University for the same purposes as endowment funds (quasi- 
endowment). Future expenditures of such funds are only permitted with board approval. 

P/onf/irnriF account for the transactions relating to investment in the University properties and are 
comprised of the unexpended funds. the renewals and replacements funds, the retirement of 
indebtedness timds, and the investment in plant funds. 

Unexpended funds include resources set aside for acquisition of land, improvements, buildings, 
and equipment. Renewals and replacements funds include resources set aside for future renewal 
and replacement of long-lived assets and other capital projects. 

(Continued) 



KENT STATE UXWERSITY 

Xotes to Financial Statements 
June 30.1999 and 1998 

(in thousands) 

Retirement of indebtedness funds include resources specifically accumulated for the pa.yment ot 
principal and interest on debt incurred in connection with the acquisition of properties primarily 
pursuant to the terms of bond indentures. Investment in plant funds represents the net of land. 
buildings and equipment and related liabilities. 

. .+ww~,/irr~~~~ consist primarily ofassets held by the University as custodian or fiscal apent for 
others. Accordingly. the transactions of this fund do not affect the Statements of Revenues, 
Expenditures and Other Changes in Fund Equities. 

(C) Cash and Cash Eauivalents 

Cash and cash equivalents consist of cash, certificates of deposit and bank repurchase agreements, 
with maturity at acquisition date of three months or less. 

Cd) Investments 

Government Accounting Standards Board’s Statement No. 3 I, Accounring and Financinl Reporting 
./i)r Cwrain Investments and.fbr- E.rternnl lnvestmenr Pools. which requires governmental entities to 
repon investments at fair value in the balance sheet, WBS adopted by the University in fiscal year 1998. 
In the accompanying balance sheets, investments are generally comprised of U.S. government 
securities. 

All unrealized changes in the fair value of investments, and gains and losses from the sale or other 
disposition of investmrnts and other noncash assets are accounted for in the fund owning such assets. 
Ordinarily, income is reco-gnized in the limd owning the related assets which generated the income. 
except for income derived from investments of endowment and similar funds. which is recognized in 
the fund to which it is restricted or, if unrestricted. as revenue in unrestricted current funds. 

(e) Inventories 

Inventories are stated at lower of first-in, firs-out cost or net realizable value. 

(0 Investment in Plant 

Land, buildings and equipment are recorded at cost at the date of acquisition or fair value at the date of 
donation in the case of gifts. 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 replacement of 
moveable equipment and library books; (2) mandatory transfers, in the case of required provision for 
principal and interest payments and equipment renewal and replacement; and (3) as transfers of a 
nonmandatory nature for all other cases. When plant assets are sold or othenuise disposed of, the 

12 - 
(Continued) 



KEST STATE I,%I\‘ERSITI 

Sows to Financial Statements 
June 30.1999 and 1998 

(in thousands) 

(S) 

(h) 

(i) 

6) 

(k) 

carrying value of such assets is removed from the accounts and the net investt~~en~ in plant is reduced 
accordingly. Depreciation on plant and equipment is not recorded. 

.Acciued Liabilities 

Accrued liabilities consist primarily of accrued employee compensation and benefits. 

Revenues and Expenditures 

Revenues and expenditures related to academic terms conducted over two fiscal years. such as smaller 
sessions. are reconized in the fiscal year in which the program is predominately conducted. 

Income Taxes 

The University is exempt from income taxes as a nonprofit orgwGzatio” under federal income tax laws 
and regulations of the Internal Revenue Service, except for unrelated business income. 

Reclassifications 

Cenain reclassifications have been made to the 1998 financial information to conform with the 1999 
presentauon. 

Chances in Accounting Princiules 

The University implemented Governmental Accounting Standards Board Statement No. 32. 
Accom~ring and Firmncial Reporting./tir Inrernd R~vemre Code Sktion 457 Dq/krrerl C~~pm~~t;o~ 
/‘/UK On September I. 1998, Ohio Public Employees’ Deferred Compensation created a trust for the 
assets of the plan for which the University has no fiduciary responsibility. Therefore, the balance of 
the Ohio Public Employees’ Deferred Compensation Plan is no longer presented as part of the 
University’s financial statements. 

(2) Cash, Cash Eauivalents and Investments 

At June 30. I999 and 1998, the carrying amounts of the University’s cash for all funds were $629 and $4,334, 
respectively as compared to bank balances of $2.362 and 53,950. respectively. The differences in carrying 
amounts and bank balances were caused by outstand&g checks and deposits in-transit. Of the bank balances, 
$435 and $590 for 1999 and 1998, respectively, were covered by federal deposit insurance, and $1,896 and 
$3.312. respectively, were uninsured but collateralized by pools of U.S. government and other 

(Continued) 

13. 



KENT STATE UNIVERSITY 

Zotes to Financial Statements 
June 30.1999 and 1998 

(in thousands) 

securities pledged by the depository banks and held by the Federal Reserve Bank ofCleveland in the member 
bank’s name. The remaining 1999 and 1998 balances ofS3l and $45. respectively. were uncollatenlired and 
uninsured. 

The deposits held by Star Ohio ax not classified by risk cate_gory because they are not evidenced by securilies 
that exist in physical or book entry form. The cost ofthese funds was %I5 and S2.976 at June 30. 1999 and 
lY9S. which approximates market value. 

The deposits held in repurchase agreements are uninsured and unregistered investments for which securities 
are held in the name of the University (Category 2). The cost of these funds was $3,045 and S13.7 IS at June 
30. I999 and 1998, which approximates market value. 

In accordance with the Policies ofthe Boarti q/‘Tn~srees qfZ%e Linhr,sir), the types of investments which 
may be purchased by the University. except through the endowment fund, are restricted to United States 
Government securities, federal agency securities. certificates of deposit, bank repurchase agmeements. 
commercial paper, banker’s acceptances, bonds and other obligations of the State of Ohio. 

Statement No. 3 ofthe Governmental Accounting Standards Board requires government entities to categorize 
investments to _eive an indication of the level of risk assumed by the entity at year end. Category I includes 
investments that are insured or registered for which securities are held by the University or its agent in the 
name of the University. Category 2 includes uninsured and unregistered investments for which securities are 
held by the broker’s or dealer’s test department or agent in the name of the University. Category 3 includes 
uninsured and unregistered investments for which the securities are held by the broker or dealer or by its trust 
department or agent but not in the University‘s name. 

The University’s investments consist principally of U.S. government securities. The cost and market value of 
investments were $97,883 and $96.625, respectively, at June 30, 1999 and $80.868 and %81,21S, respectively, 
at June Xl. 1998. 

The U.S. government securities are invested through trust agreements with banks who keep the securities in 
their safekeeping accounts at the Federal Reserve Bank in “book entry” form in the name of the respective 
banks, but who also internally designate the securities as owned by or pledged to the University (Category 2). 

(3) Accounts and Notes Receivable 

Accounts receivable at June 30, 1999 and 1998 are net ofallowances for doubtful accounts in cunent 
unrestricted funds of $490 and S280. respectively. 

Notes receivable at June 30. 1999 and 1998 consist primarily ofPerkins Loans and Nursing Student Loans and 
are net of allowances for doubtful accounts of S2,702 and $2,687, respectively. 

(Continued) 



KENT STATE UNIVERSITY 

Notes to Financial Statements 
June 30,1999 and 1998 

(in thousands) 

Accrued interest receivable in loan funds at June 30. 1999 and 1998 are net of allowances for doubtful 
x~ounts of5138 and $202, respectively. 

(4) Deposits Held hy Trustees 

Deposits with Trustees consist ofthe following June 30 
1999 199s 

Cash equivalents SZ “g 

Interest on these investments is retained in the trust for payment of principal and interest on outstanding bonds. 

(5) Investment in Plant 

Investment in plant consists of the following: June 30 
1999 1998 

Land S 6.747 S 6.747 
Improvements other than buildings 34.466 27.250 
Buildings 2s5.000 252.3 lb 
Movrable equipment, furniture. and library books Ill.414 113.717 
Construction in progress 12,353 10.126 

$449,980 $420.156 

A portion of moveable equipment represents assets purchased using federal grant funds. Title to the 
equipment generally transfers to the University when acquired by the gmnt. At June 30, 1999 and 1998, 
the University recorded $5,978 and $6.210, respectively, ofequipment purchased with federal funds, 
of which Sl.937 and $2,214, respectively. did not have title conveyed. Historically. the University has 
received title to all such movable equipment acquired in this manner. Accordingly, these assets have 
been presented as assets of the University. 

The estimated cost to complete construction in progress at June 30, 1999 and 1998 was $5,528 and 
S 17,649, respectively. 

- 15- 
(Continued) 



KENT STATE UNIVERSITY 

Kotes to Financial Statements 
June 30.1999 and 1998 

(in thousands) 

(6) Bonds Pavable 

Bonds payable consist of General Receipts bonds. Maturity dates. interest rates and outstanding principal 
a, June 30. 1999 and 1998. are as follows: 

Maturity Outstanding 
Dates Interest OrigilKil PlillCiP?ll 

Series Through Rates PrinciDal _ 1999 199: 

General Receipts bonds 
1994 2003 2.9 - 4.95 S 8,990 S 3,360 s 4.31 
1996 2028 4.1 - 5.5 37,280 34.585 35.5 I 
1998 2023 4.1 -5.0 23.425 u u 

Total bonds payable $69.695 $61.370 $W 

The scheduled maturities of the General Receipts bonds, including mandatory sinking fund requirements, for 
fiscal years subsequent to June 30. 1999 are as follows: 

Year EndIng 
June 30. 

2000 
200 I 
2002 
2003 

2004 and thereafter 

Total 

Ge”ed 
Receipts 
Bonds 

$2.270 
5.275 
2,190 
2,275 

49.j60 

In June 1998. the University issued $23.425 in Series 1998 General Receipts bonds. The proceeds from the 
bond sale are being used for various capital improvements to Regional Campus Facilities and to advance 
refund $12,750 of the University’s outstanding General Receipts bonds. Net proceeds in the amount of 
$13.616 were placed in an irrevocable escrow account which, including interest earned, will be used to pay the 
principal. interest and redemption premium on the $12,750 General Receipts bonds which were advance 
refunded. The proceeds are invested in government obligations in the form of United States Treasury 
Obligations. As a result, the refunded bonds are considered to be defeased and the liability for those bonds has 
been removed from the University’s Net investment in Plant Fund. At June 30, 1999, $12,500 of this defeased 
debt was outstanding. 

(Continued) 
- 16 



KEST STATE UNIVERSITY 

Notes to Financial Statements 

June 30. 1999 and 1998 
(in thousands) 

As a result of this advance relimding. the University will realize gross debt sewice savings of 
S943 over the life ofthe bonds and obtain an economic gain (difference between the present value 
of the old and new debt service payments) of SS72. 

In accordance with the General Receipts bonds Trust Agreement. the Series 1996 and Series 1998 
General Receipts bonds are subject to mandatory or optional redemption. The Series I994 
General Receipts bonds are not subject to mandatory or optional redemption. 

The indebtedness created through the issuance of the General Receipts bonds is secured by a 
pledge of all general receipts, excluding state appropriations, regional campus revenues. and 
monies received for restricted purposes. The primary source of funds being deposited to service 
the principal and interest requirements are student facilities fees. 

In fiscal year 1997. the University defeased Dormitory Revenue Bonds by creating separate 
irrevocable trust tinds. University resources were used to purchase U.S. Government securities 
that were placed in the trust funds. The investments and fixed earnings from the investments are 
sufticient to fully service the defeased debt until the debt is called or matures. For financial 
reporting purposes. the debt has been legally defeased and therefore removed as a liability from 
the Universitv‘s Net Investment in Plant Fund. At June 30, 1999, $8.473 ofthis defeased debt 
was outstanding. 

The University‘s operating leases consist of real property and moveable equipment. Total 
expenditures during 1999 and 1998 under operating leases amounted to approximately S404 and 
S 174. respectively. 

The University’s capital leases represent a liability for installment purchases ofequipment. The 
book value ofthe leased equipment amounted to approximately $2,855 and $7,948 at June 30, 
1999 and 1998, respectively. The capital leases bear interest at rates varying from 0.00 percent to 
9.50 percent and mature at various dates through 2003. 

Future minimum payments on capital leases and noncancellable operating leases subsequent to 
June 30, I999 are as follows: 
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Year Ending Capital Operatinp 
June 30. Leases L-%2X 

2000 5 969 S 959 
700 I 656 XSO 
2002 267 664 
2003 17 662 

2004 g: thereafter 0 16.410 

(8) 

Total future minimum payments 

Less interest 

Total capital lease obligations 

Fund Equities 

Fund equities consist of the following: 

1,909 

136 

$1.773 

Unrestricwd current funds 
Educational and general 

Allocated - other 
Unallocated 

Auxiliary enterprises 
Allocated 
Unallocated 

Restricted current funds 
Educational and general 

Loan funds 
University funds-restricted 
U.S. government grants refundable 

Endowment and similar funds 
Endowment 
Quasi-endowment unrestricted 

Plant funds 
Unexpended 

Restricted 
Unrestricted 

Renewals and replacements 
Unrestricted 

Retirement of indebtedness - restricted 
Net investment in plant 

S 36,035 % 32.210 
1,336 1.203 

521 
1,053 

597 
319 

5,583 3,996 

3,007 2,650 
18.213 17,592 

132 133 
2.605 2,516 

998 
7.181 

0 
3,99 I 

8,007 6,938 

(46) (423) 
397,374 381,536 

(Continued) 
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(9) Grants and Contracts 

The tiniversity receives gants and~contracts from certain federal and state agencies to fund 
research and other activities. The federal g-ants are audited in accordance with the Oftice of 
Mana~emcnt and Budget Cjrcular A-133. Federal agencies also may conduct any additional audit 
work necessary to carry out their responsibilities under federal law or reL@ations. and may 
arrangx for funding the cost of such additional audits. The state -grants are subject to review and 
audit hy the grantor agencies or their desiLgxe. Such federal or state audits could lead to a 
request for reimbursement to the grantor apency for expenditures disallowed under the terms of 
the grant. 

No siLgiiicant costs have been questioned to date and any disallowance or adjustment of such 
costs would not have a material effect on the accompanying financial statements. 

(10) Retirement Plans 

(a) Basic Retirement Benefits 

Employee retirement beneiits are available for substantially all employees under 
contributory retirement plans administered by the Public Employees Retirement System 
(PERS) and the State Teachers Retirement System (STRS). These retirement programs 
are statewide, cost-sharing. multiple-employer defined benefit plans. STRS and PERS 
provide retirement and disability benefits. annual cost-of-livin_e adjustments, and death 
benefits for plan members. 

The University also offers eli_eible employees an alternative retirement program. The 
University is required to contribute to PERS and STRS 6% of earned compensation for 
those employees participating in the alternative retirement program. The University’s 
contribution for the year ending June 30, 1999 was $341 which equals 6% of earned 
compensation. 

The Public Employees Retirement System’s Comprehensive Annual Financial Report 
may be obtained by writing to Public Employees Retirement System ofOhio. 277 East 
Town St.. Columbus. Ohio 432 15-4642. The Ohio Revised Code provides statutory 
authority for employee and employer contributions. The employee contribution rate is 
8.5% of covered payroll and the University is required to contribute 13.3 I% of covered 
payroll. The University’s contributions to PERS for the years ending June 30, 1999, 
1998 and 1997 were $8,671, SE,5 17 and $8,370, respectively, equal to the required 
contributions for each year. 

19 
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The State Teachers Retirement System’s Comprehensive Annual Financial Report ma> 
he obtained by writing to State Teachers Retirement System of Ohio, 275 East Broad St.. 
Columbus. Ohio 432 15-3771. The Ohio Revised Code provides statutov authority for 
employee and employer contributions. The employee contribution rate is 9.391 of 
covered payroll and the University is required to contribute 14% of covered payroll. The 
University‘s contributions to STRS for the years ending Iune 30. 1999. 199% and 1997 
were S9.661. $9.813 and S9.397. respectively. equal to the required contributions for each 

year. 

(b) Postretirement Health Care Benefits 

PERS provides postretirement health care coverage to age and service retirants with 10 or 
more years of qualifying Ohio service credit and to primary survivor recipients of such 
retirants. Health care coverage for disability recipients is available. The Ohio Revised 
Code provides the statutory authority requiring public employers to fund postretirement 
health care through their contributions to PER% The 1998 employer contribution rate for 
health care was 4.2 percent of covered payroll. 

PERS expenditures for benefits during 1998 were $440,597. As of December 3 1, 1998, 
the unaudited estimated net assets available for future benefit payments were $9.447.325. 
The number ofeligible benefit recipients at December 31. 1998 was 116. 

STRS provides comprehensive health care benefits to retirees and their dependents. 
Coverage includes hospitalization, physicians’ fees. prescription drugs, and 
reimbursement of monthly Medicare premiums. All benefit recipients and sponsored 
dependents are eligible for health care coverage. Pursuant to the Ohio Revised Code. the 
State Teachers Retirement Board has discretionary authority over how much, if any. of 
the health care costs will be absorbed by STRS. All benefit recipients are required to pay 
a portion of the health care cost in the form of a monthly premium. 

The Ohio Revised Code grants authority to STRS to provide health care coverage to 
benefit recipients, spouses, and dependents. By Ohio law, the cost of the coverage paid 
from STRS funds shall be included in the employer contribution t-ate. currently 14 
percent of covered payroll. The State Teachers Retirement Board currently allocates 
employer contributions. which equals 8 percent of covered payroll, to a health care 
reserve fund from which payments for health care benefits are paid. The balance in the 
health care reserve fund was $2,156 million at June 30. 1998. 

For the year ended June 30, 1998, the net health care costs paid by STRS were $219,224. 
There were 92 eligible benefit recipients. 

- 20 
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CC) Retirement Incentive Prowarns 

The Ohio General Assembly legislation gives public employers in Ohio the option of 
establishing an early retirement incentive plan for members of STRS or PERS. 

On January 16. 1997. the Universitv authorized an early retirement plan for employees 
who are members of PERS. Effect& March 1. 1997 and continuing through May I. 
199X. the University purchased service credit for eligible employees. The amount of 
sen& credit purchased did not exceed the lesser of‘three years or one-litlh ofthe total 
service time earned. The maximum number of employees to participate was limited to 5 
percent of the PERS members of the University. 

Included in accrued liabilities at June 30, 1999 and 1998. were approximately $0 and 
S46, respecrively. which represents the outstanding principal payments required to be 
made for enrolled applicants. 

Cd) Ohio Public Employees Deferred Compensation Program 

The University’s employees may elect to panicipate in the Ohio Public Employees 
Deferred Compensation Program (the Program). created in accordance with Internal 
Revenue Code section 457. The Program permits deferral of a portion of an employee’s 
compensation until termination, retirement. death, or unforeseeable emergency. The 
deferred compensation and any income earned thereon is not subject to income taxes 
until acrually received by the employee. 

In tiscal 1998, the assets of this program were the property of the University and were 
recorded in the agency timd ofthe University. Effective September I. 1998. the Ohio 
Public Employees Deferred Compensation Program Board implemented a nust to hold 
the assets of the program in accordance with Internal Revenue Code Section 457. The 
program assets are now property of the trust, which holds the assets on behalf of the 
participants. Therefore, in accordance with Governmental Accounting Standards Board 
Statement No. 32, Accounting and Financial Reportingfor Inrernal Revenue Code 
Secrion 457 Deferred Comprnsotion Plans, the assets of this program are no longer 
reported in an agency fund of the University. 

At June 30. 1999. and 1998. the amounts on deposit with the Ohio Public Employees 
Deferred Compensation Board were $1,363 and $1,02 1, respectively, which represents 
the fair market value at such dates. 

(Continued) 
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(II) Related Orzmizations 

The University is the sole beneficiary of the Kent State University Foundation (Foundation). a 
separate not-for-profit entity organized for the purpose of promoting educational and rwzarch 
activities. The Foundation is a legally separate entity from the University and maintains 3 self 
appointin% board of trustees. The Foundation reimburses the University for substantially all 
operating expenses paid by the University on behalfofthe Foundation. Accordiqly. 
management has determined that the Foundation is not a component unit of the University as 
defined by Governmental Accounting Standards Board‘s Statement No. 14. Thhe Finrmci~rl 
Repwrin~ Enrity. Assets totaling approximately $65.155 and 556,347 at June 30. 1999 and 1995. 
respectively, most of which have been restricted by donors for specific purposes. are held 
by the Foundation and are not recorded in the accompanyin? financial statements. Amounts 
received by the University from the Foundation are included in private support in the 
accompanyin_e financial statements. 

The University received approximately $1.036 and $2,169 off mancial support during the years 
ended June 30. 1999 and 1998, respectively, from gifts to the Foundation specifically restricted 
by donors for University use and from private grants. Additionally. at June 30. 1999 and 1998, 
the University had outstanding receivables from the Foundation ofapproximately S386 and 
51.056. respectively. 

‘The University, together with The University of Akron and Youngstown State University. created 
a consortium to establish and govern Nonheastem Education Television ofOhio, Inc. (NETO), 
Channels 45 and 49, Kent, Ohio. and Northeastern Ohio Universities College of Medicine 
(NEOUCOM), Rootstown, Ohio. These organizations are legally separate from the University; 
accordiqly, their financial activity is not included within the accompanying financial statements. 
The llniversity has no contractual tinancial obligations to any ofthe aforementioned consortia. 

(12) state SUPPOrt 

The University is a state-assisted institution of higher education which receives a student-based 
subsidy from the State ofOhio. This subsidy is determined annually based upon a formula 
devised by the State. 

In addition to the student subsidies. the State provides the fundins for the construction of major 
academic plant facilities, except for auxiliary enterprises. on the University campuses. The 
funding is obtained from the issuance of revenue bonds by the Ohio Public Facilities Commission 
(OPFC). which in turn is followed by funding of construction costs of the facility by the Ohio 
Board of Regents. Costs incurred during construction are included in construction in progress. 
The Board of Regents turns control over to the University upon completion of a facility. 

(Continued) 
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(I: 

University facilities are not pledged as collateral for the revenue bonds issued by the OPFC. 
Instead. the bonds are supported by a pledpe of monies in the Hizhrr Education Bond Service 
Fund established in the custody of the Treasurer of Stare. If sufficient monies are not available 
from this hmd. a pledge exists to assess a special student fee uniformly applicable to students in 
state-assisted institutions of hisher education throughout the State. 

As a result of the above described financial assistance provided by the State to the University. 
outstandine debt issued by OPFC is not included on the tiniversity’s balance sheet. In additmn. 
the appropktions by the General Assembly to the Board of Regents for payment of debt service 
are not rellected as appropriation revenue received by the University. and the related debt service 
payments are not recorded in the University’s accounts. 

i) Continzent Liabilities 

The University is a party to a number of legal actions. Mana@nent is of the opinion that the 
liability. ifany, for these legreal actions will not have a material effect on the University’s financial 
St~tt?“le”tS. 
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REQUIRED SUPPLEMENTARY INFORMATION 
YEAR 2000 DISCLOSURE (UNAUDITED) 



The Board of Trustees of 
Kent State Universitv: 

Our repon on the audit of the financial statements of the University as of June 30. 1999 and for 
the year then ended is presented in the first section of this document. Our audit was conducted 
for the purpose of forming an opinion on the financial statements taken as a whole. The 
followng year 2000 supplementary information is not a required part ofthr financial 
statements but is supplementary information required by the Governmental Accountin% 
Standards Board and we did not audit and do not express an opinion on such information. 
Further. we were unable to apply to the information certain procedures prescribed by 
professional standards because the disclosure criteria specified by Technical Bulleting 98.1, as 
anended, are not sufficiently specific and, therefore, preclude the prescribed procedures from 
providing meaningful results. Ln addition. we do not provide assurance that the University is 
or will become year 2000 compliant. that the University’s year 2000 remediation effons will be 
successful in whole or in part. or that panics with which the University does business are or 
will become year 2000 compliant. 

September Il. 1999 



The year 1000 issue k the result of shoncomings in many electronic data-processin,o s~stmms and 
other equipment that may adversely affect operations in the year 1999 and beyond. There has 
been concern that pro!gms may process data inaccurately or stop processing data alio:cthcr. 
The Lniversit\, lxx undertaken and completed an inventory ofcomputer systems and otlxr 
electronic equ-ipment that may be affected by the year 7000 issur. 

The University has classified critical systems into two major catesories: environmental and 
administratiw systems. Environmental systems include the areas of research. communication. 
fxilitics maintenance. security, operations. public safety. and utilities. Administratiw systems 
include the network system. personal computers, office support, financial systems. payroll 
s~srems. and student information systems. 

The ma.iority of the University‘s systems have gone through the awareness, assessment 
remediation and validation phases of review. The University has determined the majority of its 
syswns xr compliant. Other programs and equipment are scheduled for remediation and 
validation during 1999. As of June 30. 1999, the University had not entered into any si,onificant 
contractual agreements with respect to making computer systems year 2000 compliant. 

Because ofthe unprecedented nature of the year 2000 issue. the success of related mediation 
effons will not be fully determinable until the year 2000 and thereafier. Management canno, 
assure that all of its systems will be year 1000 ready, that the University’s remediation efforts will 
be successful in whole or in part. or that parties with whom the University does business and 
relies upon will be year 2000 compliant. 
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