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Anruun AxoenseN e.Cc.

INDEPENDENT AUDITORS' REPORT ON INTERNAL
CONTROLS OF THE UNIVERSITY AS AN ENTITY

To the Board of  Contro l - ,
Michigan Technological  Univers i ty :

We have audited the basic financial statements of MICHIGAN TECHNOLOGICAL UNIVERSITY
(the .Univers i ty")  as of  and for  the years ended June 30,  1993 and 1992,  and have

issued our  repor t  thereon dated August  20,  1993.

We conducted. our aud,its in accordance with generally accepted auditing standards and

the standards for  f inancia l  audi ts  conta ined in Government  Audi t inq Standards (1988

Revis ion) ,  issued by the Comptro l ler  General  of  the Uni ted States.  Those standards

require that we plan and. perform the audit to obEain reasonable assurance about

whether  the basic  f inancia l  s tatements are f ree of  mater ia l  misstatement .

In p lanning and per formin lJ  our  audi ts  of  the basic  f inancia l  s tatements of  the

Un ive rs i t y  f o r  t he  yea rs  ended  June  30 ,  1993  and  1992 ,  we  cons ide red  i t s  i n te rna l

control structure in ord.er to d,etermine our auditing procedures for the purpose of

expressrngf  our  opin ion on the basic  f inancia l -  s tatements '  and not  to  prov lde

assurance on the in ternal -  contro l -  s t ructure.

The management of the University is responsible for establishing and maintaining an

inLe rna l  con t ro f  s t ruc tu re .  I n  f u l f i l l i ng  t h i s  respons ib i l i t y ,  es t ima tes  and
judgments by management are required to assess the expected benefits and related

costs of  in ternal  controf  s t ructure pol ic ies and procedures.  The object ives of  an

internal control structure are to provide management with reasonable, but not

absol -ute,  assurance that  assets are safeguarded.  against  loss f rom unauthor ized use

or d. isposi t ion and that  t ransact ions are executed in  accordance wi th managfement 's

author izat ion and record.ed proper ly  to permi t  Lhe preparat ion of  basic  f inancia l -

statements in accordance with generally accepLed accounting principles. Because of

inherent  l imi tat ions in  any in ternal  contro l  s t ructure,  errors or  i r regular i t ies may

neverthel -ess occur  and not  be d.etected.  A1so,  pro ject ion of  any evaluat ion of  the

structure to future per iods is  subject  to  the r isk that  procedures may become

inadequate because of  changes in condi t ions or  Lhat  the ef fect iveness of  the design

and operat ion of  pol ic ies and procedures may deter iorate.

For  the purpose of  th is  repor t ,  we have c lass i f ied the s igni f icant  in ternal  contro l

s t ructure pol ic ies and procedures,  inc luding the contro ls  establ ished to ensure

compl iance wi th laws and regulat ions that  have a mater ia l  impact  on the Univers i ty 's

basic  f inancia l  s tatements and the resul - ts  of  the audi ts  thereof ,  according to the

fo l l ow ing  ca tego r i es :

Financia l  Report ing Cycle ( inc ludes contro ls  establ ished to ensure compl iance

with laws and regulations that have a material impact on the basic financial

s taEements )

Treasury Cycle

Revenue Cycle

1
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. Payroll ExPenditure CYcIe

. Vendor ExPenditure CYcle

.  convers ion (F ixed Assets/ Inventory)  Cycle

'  Federal  Grants CYcle

For a l l  o f  the in ternal  contro l  s t ructure caLeqor ies l is ted above,  we obta ined an

understand.ing of the design of relevant policies and. procedures and whether they

have been p laced in operat ion,  and we assessed contro l  r isk '

Our considerat ion of  the in ternal  contro l  s t ructure would not  necessar i ly  d isc lose

al I  mat ters in  the in ternal  controL st ructure that  might  be mater ia l -  weaknesses

under s tandards establ ished by the Amer ican Inst i tu te of  Cert i f ied Publ ic

Accountants.  A mater ia l  weakness is  a repor table condi t ion in  which the design or

operat ion of  one or  more of  the speci f ic  in ternal  conLrol  s t ructure efements does

not  reduce to a reLat ivefy 1ow level  the r isk that  errors or  i r regular i t ies in

amounts that  would be mater ia l  in  re lat ion to the basic  f inancia l  sEatements bei -ng

audi ted may occur  and not  be detected wi th in a t imely per iod by employees in the

normal  course of  per forming thei r  ass igned.  funct ions.  We noted no mat ters involv ing

the internal- conLrol structure and its operation that we consider to be material

weaknesses as def ined above.

However,  we nored cer ta in mat ters involv ing the in ternal  contro l  s t ructure and i ts

operation that we have reported to the manaqement of the University in a separate

communicat ion dated september 24,  1-993 .

This reDort  is  in tended for  t ,he in format ion of  the Board members,  Univers i ty

management,  the cognizant  and other  Federal  agencies.  This is  not  in tended to l imi t

t he  d i s t r i bu t i on  o f  t h i s  repo r t ,  wh i ch  i s  a  ma t te r  o f  pub l i c  reco rd '

arAtu;6
n ^ r v a i  t s  M i  a l - r i  n = '
u s  L !  v  f  -  ,  t , -  - t , t  y - I I  7

A u g u s t  2 0 ,  1 9 9 3 .
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Anruun ANpeRSEN e.Co.

I N D E P E N D E N T A U D I T o R S , R E P o R T o N I N T E R N A L c o N T R o L S o F
THE UNIVERSITY' s FEDER?\L FINANCIAL ASSISTANCE PRoGRj\Ms

To the Board of  Contro] ,
Michigan Technological  Univers i ty :

We have audited. the basic financial- statements of MICHIGAN TECHNOLOGICAL UNIVERSITY

(the , ,Univers i ty , , )  as of  and for  the years ended June 30,  1993 and 7992,  and have

issued our  repor t  thereon dated August  20,  1-993.  We have a lso audi ted the

Univers i ty ,s  compl iance wi th regui iements appl icable to i ts  major  Federal  f inancia l -

ass is tanc.  ptogt- . *s  and.  have issued our  repor t  thereon dated August  20 '  1"993'

we conducted our  audi ts  in  accordance wi th general ly  accepted audi t ing standards,

the standards for  f inancia l  audi ts  conta ined in Government  AudiL inq SLandards (1988

Rev i s i on ) ,  i s sued  by  t he  Compt ro lLe r  Genera l -  o f  t he  Un i ted  S ta tes ,  and  O f f i ce  o f

Management and enagl t  (OMB) 
-Circu1ar 

A-1-33,  Audi ts  of  Inst i tu t ions of  Hiqher

Educat ion and other  Nonprof i t  Inst i tu t ions.  Those standards and oMB Circular  A-133

require that we pI"" 
""d 

perform the audit to obtain reasonabl-e assurance about

whether the basrc financial statements are free of material misstatement and whettrer

the Univers i ty  compl ied.  wi th laws and regutat ions,  noncompl iance wi th which woul-d be

maEer ia l  to  a major  Federal  f inancia l  ass is tance program'

In p lanning and per forming our  audi ts  of  the basic  f inancia l  s tacements of  the

un i ve rs i t y  f o r  t - he  yea rs  ended  June  30 ,  1993  and  L992 ,  we  cons ide red  i t s  i n te rna l

controL st ructure in  order  to determine our  audi t ing procedures for  the purpose of

c ia l  s tatements and on i ts  compl iance wi th

inancia l  ass is tance progralns and not  to

st ruct rure in  accordance wi th oMB c i rcu lar

:at ion of  inLernal  contro l  s t ructure
.ance wi th requi rements appl icable to

l  have add.ressed pol ic ies and procedures

re levant  to our  audi ts  of  the basic  f inancia l  s tatements in  a separate repor t  dated

September 24,  L993 '

The univers i ty  ut i l izes Univers i ty  Account ing serv ices,  Inc.  (uAs)  as serv icer  for

Perk lns Loans adminis tered.  by the Univers i ty .  We did not  per form tests of  contro ls

to evaluate the ef fect iveness of  the design and operat ion of  in ternaL contro]

st ructure pol ic ies and proced.ures that  would detect  mater ia l  noncompl iance wi th

requrremencs appl icable to the Univers i ty 's  Perk ins Loans'  Accordingly '  we do not

express an opin ion on the contro ls  ut i l ized by UAS'

The management of the University is responsibl-e for establishing and' maintaining an

in te rna l  con t ro l  s t rucLu re .  r n  f u l f i l l l ng  t h i s  respons ib i l i t y ,  es t ima tes  and

judgments by manaqement are reguired to assess the expected benefits and related

costs of  in ternal_ contror  s t ructure pol ic ies and procedures.  The object ives of  an

internaL contro l  s t ructure are to prov ide management wi th reasonable,  but  not

absolute,  assurance that  (1)  asset ;  are safeguarded against  l -oss f rom unauthor ized

use or  d isposi t ion,  \2 \  t ransact ions are executed.  in  accordance wi th management 's

author izat ion and recorded proper ly  to permi t  the preparat ion of  the basic  f inancia l -

s tatements in  accordance wi t i :  geneia l ly  accepted account ing pr inc ip les,  and

J
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For a l f  o f  the in ternal  contro]  s t ructure categor ies l is ted above,  we obta ined an

understanding of  the design of  re levant  pol ic ies and procedures and determined
whether  they have been p laced in operat ion,  and we assessed contro l  r isk.

Dur ing the year  end.ed June 30,  L993,  the Univers i ty  expended 994 of  i ts  Lota l

Federal  f inancia l  ass is tance under i ts  major  Federat  f inancia l  ass is tance programs.

We per formed tests of  contro ls ,  as requi red by OMB Circular  A-133,  to evaLuate the

ef f lc t iveness o!  the design and operat ion of  in ternal  contro l  s t ructure pol ic ies and

proced.ures that  we considered re l -evant  to  prevent ing or  deEect ing mater ia l
noncompl iance wi th speci f ic  requi rements,  general  requi rements,  and requi remenLs
governing claims for ad.vances and reimbursements and amounts cl-aimed or used for

matching that  are appl icable to each of  the Univers i ty 's  major  Federal  f inancia l

ass is tance programs,  which are ident i f ied in  the accompanying Schedule of  Federal

F inancia l  Assis tance.  Our procedures were less in  scope than would be necessary to

render an opin ion on these internal  conl ro l  s t ructure pol ic ies and procedures.

Accord. ingly ,  we do not  express such an opin ion.

Our considerat ion of  the in ternal -  contro l -  s t ructure pol ic ies and.  procedures used in

admin i s te r i ng  Fede ra l  f i nanc ia l  ass i s tance  wou ld  no t  necessa r i l y  d i sc lose  a l l

mat ters in  the in ternal  contro l  s t ructure that  might  const i tu te mater ia l  weaknesses

und.er  s tand.ard.s establ ished by the Amer ican Inst i tu te of  Cert i f  ied Publ ic
Accountants.  A mater ia]  weakness is  a condi t ion in  which the design or  operat ion of

one or  more of  the in ternal  contro l -  s t ructure e lements does not  reduce Lo a

relatively low level the risk that noncompliance with laws and regulations that

would be mater ia l -  to  a Federal  f inancia l  ass is tance prograjn being audi ted may occur

and not  be detected wi th in a t imely per iod by employees in the normal  course of
per forming thei r  ass igned funct ions.  We noted no mat ters involv ing the in ternal

controf  s t ructure and i ts  operat ion that  we consider  to be mater ia l  weaknesses as

def ined above.

However,  we noted cer ta in mat ters involv ing the in ternal  controf  s t ructure and i ts

operation that we have reported to the management of the University in a separate

communication dated SepEernlcer 24, 1993 .

This repor t  is  in tended for  the in format ion of  the Board members,  Univers i ty

manag'ement ,  the cognizant  and other  Federal -  agencies.  This is  not  in tended to l imi t

the d is t r ibut ion of  th is  repor t ,  which is  a mat ter  of  publ ic  record.

aretu;6
Det ro i t ,  M ich igan ,

A u g u s t  2 0 ,  1 9 9 3 .
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Anrnun ANoTRSEN sCo.

INDEPENDENT AUD]TORS' REPORT ON
COMPLIANCE OF THE UNIVERS]TY AS AN ENTITY

To the Board of  Contro l - ,
Michigan Technological  Univers i ty :

We have audited the basic financial statements of MICHIGAN TECHNOLOGICAL UNIVERSITY

(the "Univers iLy")  as of  and for  the years ended June 30,  1993 and ] -992'  and have

i ssued  ou r  repo r t  t he reon  da ted  Augus t  20 ,  1993 '

we conducted our  audi ts  in  accordance wi th general ly  accepted audi t ing standards and

the standards for  f inancia l -  audi ts  conta ined in Government  Aud. i t inq Standards (L988

Revis ion)  ,  issued by the Comptro l ler  General -  of  the Uni ted '  States '  Those standards

require that  we p la i r  and per form the audi t  to  obta in reasonabl-e assurance about

wirdt i :er  the pasic  f inancia l  s taLements are f ree of  mater ia l  misstatement  '

Compl iance wi th laws,  regulat ions,  contracts and grants appl icable to the Univers i ty

is  i i re  responsib i l i ty  of  Univers i ty  management.  As par t  of  obta in ing reasonabl-e

assurance about  whet ier  the basic  f inancia l  s tatements are f ree of  mater ia l

misstatement ,  we per formed tests of  the univers i ty 's  compl iance wi th cer ta in

n ro rz i s i ons  o r  l aws ,  regu la t i ons ,  con t rac t s  and  g ran ts .  Howeve r ,  t he  ob jec t i ve  o f
I r ! v v  

+ r f  v r

our audi ts  of  the nasic  f inancia l  s tatements was not  to  prov ide an opin ion on

overall compliance with such provisions. Accord.ingly, we do not elcpress such an

op in ion .

The resul ts  of  our  tests ind. icate that ,  wi th respect  to  the i tems tested,  Lhe

Un ive rs i t y  comp l i ed ,  i n  a l l  ma te r i a l  r espec ts ,  w i t h  t he  p rov i s i ons  re fe r red  to  i n

the preceding paragraph.  Wi th respect  to  i tems not  tested,  noth ing came to our

aLtenti-on that caused us to believL that the University had not complied, in all

ma te r i a l  r espec ts ,  w i t h  t hose  p rov i s i ons .

This rcnorr  is  in tended for  the in format ion of  Lhe Board members,  Univers i ty

manaqement,  the cognizant  and other  Federal  agencies.  This is  not  in tended to f imi t

t n .  l i = t t i bu t i on  o i  t f t i "  r epo r t ,  wh i ch  i s  a  ma t te r  o f  pub l i c  reco rd '

ar&tu;€
Det ro i t ,  M ich igan ,

A u g u s t  2 0 ,  1 9 9 3 .
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Anruun ANpERSEN e.Cc.

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH THE GENERAL REQU]REMENTS APPLICABLE TO THE

IINIVERS]TY' S MAJOR FEDERAL F]NANCIAL ASSISTANCE PROGRAMS

To  the  Boa rd  o f  con t ro l ,
Michigan Technological  Univers i ty :

We have audited the basic financiaf statements of MICHIGAN TECHNOLOGICAL UNIVERSITY
(Ehe , ,Univers i ty ' )  as of  and for  the years ended June 30,  1993 and 1992,  and have

i ssued  ou r  repo rL  t he reon  da ted  Augus t  20 ,  1993 .

We have appl ied proced.ures to test  the Univers i ty 's  compl iance wi th che fo l lowing

requirements appf icable to i ts  major  Federal  f inancia l  ass is tance proqrams,  which

are ident i f ied in  the accompanying Schedule of  Fed.era l  F inancia l  Assis tance,  for  the

yea r  ended  June  30 ,  1 ,993 .

.  Po l i t i ca l  ac t i v i t v

-  Davis-Bacon Act

.  C i v i l  r i qh t s

' Cash management

.  Rel-ocat ion assis tance and real  property  acquis i t ion*

.  Federal -  f inancia]  repor ts

.  A l - l owab l -e  cos t s / cos t  p r i nc ip les

.  Drug-Free Workplace Act

.  Adminis t rat ive requi rements

( *  =  no t  app l i cab le  t o  t he  un i ve rs i t y ' s  1993  Fede ra l  p rog rams)

orr r  nro.ar t r r rcs were l imi ted to the appl icable procedures descr ibed in the Of f ice of

Management and Budget 's  Compl iance Supplement  for  Aud. i ts  of  Inst i tu t ions of  Hidher

Educat ion and Other  Nonprof i t  Inst i tu t ions (October L99t) .  Our procedures were

sunsiant ia l ly  less in  scope than an audi t ,  the object ive of  which is  the expression

of  an opin ion on the Univers i ty 's  compl iance wi th the requi rements l is ted in  the

preceding paragraph.  Accordinqly ,  we d.o not  express such an opin ion.
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With respecL to the i tems tested,  the resul ts  of  those procedures d isc losed no

mater ia l  instances of  noncompl iance wi th the requi rements l is ted in  Ehe second

paragraph of  th is  repor t .  Wi th respect  to  i tems not  tested,  noth ing came Lo our

Lt t "nt io l  that  caused us to bel ieve that  Lhe Univers i ty  had not  compl ied,  in  a1i

mater ia1 respects,  wiEh Ehose requi rements.  However,  the resul ts  of  our  audiL

procedures d iscLosed immater ia l  instances of  noncompl iance wi th those regui remenLs,

that we have reported to the management of the University in a separate

communicat ion dated November 30,  1993 and in the accompanying Schedule I  -  Schedule

o f  F i n d i n g s  1 9 9 3 .

This renor t  is  in tended for  the in format ion of  the Board members,  Univers i ty

management, the cognizant and other Federal agencies. This is not intended to l imit

t he  d i s t r i bu t i on  o f  t h i s  repo r t ,  wh i ch  i s  a  ma t te r  o f  pub l i c  reco rd .

arLtu;€
Det ro i t ,  M ich igan ,

A u g u s t  2 0 ,  1 9 9 3 .
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I AnrHun AxpTRSEN s Co.

t
I
t INDEPENDENT AUD]TORS' REPORT ON COMPL]ANCE WITH

.qPtrCTF'TC RROI]TRF]MENTS APPLICABLE TO THE UNIVERSITY'S
MAJOR FEDERAI, FINANCIAL ASSISTANCE PROGRAMSI

r
f  To  the  Boa rd  o f  Con t ro l ,
I

Michigan Technological  Univers i ty :

I We have audited the basic financial statements of MICHIGAN TECHNOLOGICAL UNIVERSITY

I  ( t he  "Un i ve rs i t y " )  as  o f  and  fo r  t he  yea rs  ended  June  30 ,  1993  and  1992 ,  and  have
i ssued  ou r  repo r t  t he reon  da ted  Auqus t  20 ,  1993 .

I  We have a lso audi ted the Univers i ty 's  compl iance wi t .h  the requi rements governing
I  (1 )  t ) pes  o f  se rv i ces  a l - l owed  o r  una l l owed ,  (2 )  e l i g i b i l i t y ,  ( 3 )  ma tch ing ,  l eve l  o f

suppo r t  and /o r  ea rmark inq ,  (4 )  f i nanc ia l  r epo r t i ng ,  ( 5 )  spec ia l  r epo r t i ng

f  r equ i remen ts  ,  (  6  )  mon i to r i ng  sub rec ip ien ts  ,  ( 7  )  i nd i rec t  cos t  a11oca t i on ,

I  ( 8 )  a lLowab le  cos t s / cos t  p r i nc ip les  ( i nc lud ing  c la ims  fo r  advances  and
F  re imbursemen ts ) ,  ( 9 )  spec ia l  Les t s  and  p rov i s i ons  and  (10 )  amoun ts  c l a imed  o r  used

for  matching that  are appl icable to each of  i ts  major  Federal  f inancia l  ass is tance

I  programs,  which are id .ent i f ied in  the accompanying Schedule of  Federal  F inancia l
I  ^ ^^ iq fAn r .a .  f o r  f hc  r raa r  on r fo r l  ,T r rno  lQ ,  1993 .  The  managemen t  o f  t he  Un i ve rs i t y  i s
I  

4 > D r i L q r l 9 g  t  L v L  u r r s  J s a !  s r r u € u  v q l l s

respons ib le  f o r  t he  Un i ve rs i cy ' s  comp l i ance  w i th  t hose  requ i remen ts .  ou r
responsib i t i ty  is  to  e)<press an opin ion on compf iance wi th those requi rements based

f  on  ou r  aud i t s .
I

We conducted our audit of compliance with those requiremenLs in accordance wlth

-  general ly  accepted audi t ing standards,  the standards for  f inancia l  audi ts  conta ined

I  in  Government  Audi t inq Standards (1988 Revis ion) ,  issued by the Comptro l ler  Generaf
I o ' @ n c r o r f i c e o i i u i a n a q e m e n c a n q B u o g e u l o i " i o r c r r t u j a r A - i ] j ,

Aud i t s  o f  I ns t i t u t i ons  o f  H iqhe r  Educa t i on  and  O the r  Nonp ro f i t  l ns t i t u t i ons .  Those

I  s tandards and.  OMB Circular  A-133 requi re that  we p l -an and per form the audi t  to

I  obta in reasonable assurance about  whether  mater ia l  noncompl iance wi th the
r  requi rements referred to above occurred.  An audi t  inc ludes examining,  on a test

bas i s ,  ev idence  abou t  t he  Un i ve rs i t y ' s  comp l i ance  w i th  t hose  regu i remen ts .  We

f bel ieve that  our  audi t  prov ides a reasonable basis  for  our  opin ion.

I
However,  the t :esul ts  of  our  audi t  procedures d isc losed immater ia l  instances of
noncompliance with those requirements that we have reported to Ehe management of the

I  Univer i i ty  in  a separate communj-cat ion dated.  November 30,  1993 and in the

I  accompanying schedul-e I  -  Schedule of  F indings 1993.  We considered these instances
of  noncompl iance in forminq our  opin ion on compl iance,  which is  e>cpressed in the

-  fo l lowing paragraph.

I

I

I
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In  our  opin ion,  the Univers i ty  compl ied,  in  a l l  mater ia l  respects,  wi th the
requirements governing (1)  t )pes of  serv ices a l lowed or  unal - lowed,  (2)  e l ig ib i l i ty ,
(3)  matching,  leveI  of  support ,  and/or  earmark ing,  (4)  f inancia l  repor t ing,
(5 )  spec ia l  r epo rL ing  requ i remen ts ,  ( 6 )  mon i to r i ng  sub rec ip ien ts ,  ( 7 )  i nd i rec t  cos t
a l - locat ion,  (S)  a l - lowabfe costs/cosL pr inc ip les ( inc luding c la ims for  advances and
reimbursements) ,  (9)  specia l  t ,ests and provis ions and (10)  amounts c la imed or  used
for  matching uhat  are appl icable to each of  iLs major  Federaf  f inancia l  ass is tance
programs for  the year  ended ,June 30,  1993.

$his rcnor t  is  in tended for  the in format ion of  the Board members,  Univers i ty
management,  the cognizanu and other  Federal  agencies.  This is  not  in tended to l - imi t
t he  d i s t r i bu t i on  o f  t h i s  repo r t ,  wh i ch  i s  a  ma t te r  o f  pub l i c  reco rd .

ar&&;6
Detro i t , Mi ch igfan ,

A u g u s t  2 0 ,  1 9 9 3 .
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Anruun ANpERSEN c.Cc.

INDEPENDENT AUDITORS' REPORT ON THE UN]VERSITY'S

COMPI , IANCEWITHREQUIREMENTSAPPLTCABLETONONMAJOR

To  the  Boa rd  o f  Con t ro l ,
u ich igan Technological  Univers i ty  :

We have audited the basic financial statements of MICHIGAN TEcHNoLoGIcAL UNIVERSITY

( the  , ,Un i ve rs i t y " )  as  o f  and  fo r  t he  yea rs  ended  June  30 ,  1993  and  1992 '  and  have

issued our  repor t  thereon dated August  20,  1 '993'

In connect ion wi th our  audi ts  of  the basic  f inancia l  s tatements of  the Univers i ty '

and wi th our  considerat ion of  the Univers i ty 's  in ternal  controf  s t rucLure used Eo

adminis ter  Federal  f inancia l  ass is tance programs,  as requi red by of f ice of

Managfement  and Budget  (oMB) c i rcu lar  A-133,  Audi ts  of  lnst i tu t ions of  Hiqher

Ed.ucl t ion and Othei  Nonprof i t  Inst i tu t ions,  we selected cer ta in t ransact l -ons

appl icable to cer ta in nonmajor  FEderal  f inancia l  ass is tance progtrams for  the year

ended June 30 ,  L993.  As requi reO by OMB Circular  4-133,  we have per formed audi t i r : . j

proced.ures to test  compl ianJe wi th lne requi rements governing (1)  t \ rpes of  serv lce ' r

a l ]owed.  or  unal lowea,  
- (Z)  

e l ig ib i l i ty  and (3)  matching,  level  of  support  and/or

earmark ing that  are appl icable to those t ransact ions '  Our procedures were

substant ia l ly  less in lcope than an audi t ,  the object ive of  which is  the express ' l  :

o f  an  op in ion  on  the  Un ivL rs i t y ' s  comp l i ance  w i th  t hese  requ i remen ts .  Acco rd ing ' r '

we do not  exPress such an oPin ion '

wi th respect  to  the i tems tested. ,  the resul ts  of  those procedures d isc l -osed nr-

mater ia l -  j -nstances of  noncompl iance wi th the requi rements l is ted in  the prece: i ' :

paragraph.  wi th respect  to  i tems not  tested,  noth ing came to our  atLent ion t ' i l  
"

caused  us  t o  be l i eve  tha t  t he  un i ve rs i t y  has  no t  comp l i ed ,  i n  a l l  ma te r i a l  r es l '

wi th those requi rements.

Thiq rcnor l -  is  in tended for  the in format ion of  the Board members,  Univers i ty

; ; ; ;n ; ; : ; ; ;  ; ; . - ; ;sr . i r " " t  and orher  Federat  as iencies:  r l l?  is  nor . . inrended rc

the d is t r ibut ion o i  t t i=  repor t ,  which is  a mat ter  of  publ ic  record"

ar&tu;6
nnr  vn  i  r  v i  n l r  i  aany g u ! v r L ,  r ' r r v r r f y s f '

August  20 ,  1 '993.
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Anrnun ANpERSEN e.Co.

INDEPENDENT AUDITORS' REPORT ON SCHEDULE

OF FEDERAL FINANCIAL ASSISTANCE

To the Board of  Contro l - '
Michigan TechnologicaL Univers i ty  :

We have audited the basic financial statements of MICHTGAN TECIS{OLOGICAL UNIVERSTTY

(the , ,Univers i ty , , )  as of  and for  the years ended June 30,  1993 and 1992,  and have

issued our  repor t  thereon dated August  20,  1993.  These basic  f inancia l  s tatements

a re  t he  respons ib i l i t y  o f  t he  Un i ve rs i t y ' s  managemen t '  Ou r  respons ib i l i t y  i s  t o

express an tp in ior  or  the basic  f inancia l  s tatements based on our  audl ts  '

We conducted our  aud. i ts  in  accordance wi th general ly  accepted audi t ing standards '

the stand.ard.s for f inancial aud.its contained in Government Auditing standards (1988

Rev i s i on ) ,  i s sued  by  t he  Compt ro l l e r  Gene ra l  o f  t he  Un i ted  SLa tes  and  OMB C i r cu la r

A-L33,  Audi ts  of  Inst i tu t ions of  Hiqher  Ed,ucat ion and other  Nonprof i t  lnst i tuL ions '

Those standards iequi re that  we pf""  
" "a 

per form an audi t  to  obta in reasonable

assurance about  whether  the basi t  f inanci l l  s tatements are f ree of  mater ia l

misstatement .  An audi t  incfudes examining,  on a test  basis ,  ev idence support ing the

amounts and drsc losures in  the basic  f inancia l -  s tatements.  An audi t  a lso inc ludes

assessing the account ing pr inc ip les used and s igni f icant  est imates made by

management,  as wel l -  as evaluat ing the overaf l  f inancia l  s tatement  presentat ion '  we

bel ieve that  our  audi ts  prov ide a reasonable basis  for  our  opin ion '

our aud.it was made for the purpose of forming an opinion on the basic financial

s tatements of  the univers i ty  taken as a whol-e.  ThL accompanying schedule of  Federal

F inancia l  Assls tance is  presented for  purposes of  ad.d ' i t ional  analys is  in  accordance

wi th the requi rements of  of f ice of  Management and Budget  c i rcu lar  A-133,  and is  not

a regui red par t  of  the basic  f inancia l  s tatements.  The informat ion in  that  schedule

has been subjected to the audi t ing procedures appl ied in  the audi ts  of  the basic

f inancia l  s tatements and,  in  our  opin ion,  is  fa i r ly  presented,  in  aI I  mater ia l -

respects,  J-n re lat ion to the basic  f inancia l  s tatements taken as a whole '

ar&tu;6
Det ro i t ,  M ich igan ,

A u g u s t  2 0 ,  1 9 9 3 .
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M]CHIGAN TECHNOLOGICAL UN]VERSITY

SUMMARY OF FEDERAL FTNANCIAL ASSISTANCE

FOR THE YEAR ENDED JUNE 30. ]-993

Financia l  Assis tauce

ST'MMARY FROM PAGES L3-27

Student  F inancia l  A id
Research and DeveLopment
other  F inancia l  Assis tance

trotal From Pagee L3-27

OTHER STUDENT FINA}ICIAIJ AID

D l r e c t :
Col lege Work StudY

Noncash  Ass i s tance :
Perk ins Loans
Staf ford Loans
Supplemental Loans for Students
PLUS Loans

Total otber Student Fluancial Aid

E:<penditures

$  2 , 8 6 0 , 8 7 4 *
1 1 , 4 8 8  , 4 2 8 *

1 A 1  ' 1  ) A * *
&

i ] -A  ,532 ,  O28

$  3  6 3  , 4 5 7

5 , 8 8 1  , 9 4 3 * * *
3 , 0 7 6 , 3 8 0

2 4 3  , 7  4 7
6  . 0 6 4

5  9 , 5 7 L , 6 0 1 *

s 2 4  . 1 , 0 3  .  6 2 9TOTAL, FEDERAIJ FINATiICIAIJ ASSISTAIICE

* Major program

** We rev iewed the account  deta i l  on pages t3-27 of  th is  repor t  not ing no

Federal ly  funded prograrn c lass i f ied as "oLher"  qual i f ied as a major  program

** *pe rk ins  Loans  a re , 'measu red "  by  t o ta l  l oans  ou ts tand ing  a t  June  30 ,  1993 ,  p lus

new loans awarded dur ing the year  ended June 30,  1993.

Any expense l is ted on pages 13-27 wi th a 'P"  in  the source of  funds (S/F)

column is  Federal  pass through money.  Al l  o ther  grants l is ted on pages 13-21

a re  d i rec t  i n  na tu re .

The accompanying notes are an integral part of this schedu]e.

- 2 8 -
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MICHIGAN TECHNOIJOGICAL UNIVERSITY

NOTES TO THE SCHEDUIJE OF FEDERAI' FINANCIAL ASSISTANCE

FOR THE YEAR ENDED JUNE 30, ]-993

(1) SCOPE OF AUDIT PURSUANT TO OMB CTRCULAR A-133

Al l  Federaf  grant  operat ions of  Michigan Technological  Univers i ty  ( the
, ,Univers i ty"  )  ,  are inc luded in the scope of  the oMB Circular  A-133 audi t
( t he  ' ,S ing le  Aud . i t . , ' ) .  The  S ing le  Aud i t  was  pe r fo rmed  i n  acco rdance  w i th

the provis ions of  the OMB's Compl iance Supplement  for  Audi ts  of
I ns t , i t u t i ons  o f  H iqhe r  Educa t i on  and  O the r  Nonp ro f i t  I ns t i t u t i ons  ( t he
, ,Comp l i ance  Supp l -emen t " ,  i s sued  Oc tobe r  1991 )  .  Comp l i ance  tes t i ng  o f  a l l
general  regui rements,  as descr ibed in the Compl iance Supplement ,  was
norformed.  Compl iance test ing of  speci f ic  requi rements was per formed for

a l l  ma jo r  p rog rams .

The U.S.  Department  of  Hea1th and Human Serv ices has been designated as the

Un ive rs i t y ' s  cogn i zan t  agency  fo r  t he  S ing le  Aud i t .

(2\ SUMMARY OF SIGNIFICANT ACCOUNT]NG POI,]CIES

Bas i s  o f  P resen ta t i on

The accompanying Schedule of  Federal  F inancia l  Assis tance inc ludes a l f
Federal  grants to the Univers i ty  which had act iv i ty  dur ing Lhe year

ended June 30,  l -993.  Grant  revenues are recorded for  f inanciaf
r ^ h ^ r f i h t r  h r l r h n q a q  r ^ r h o n  f h o  l l n i r r o r s i t \ , /  h a s  m A f  l - h c  c n r a l i f i c a t i o n s  f o rI  Y I / V !  L r I r V  l J u l y v p s o  v v r r e r r  u i  r r q !

l - t r a  r o q n o - 1 -  i  1 t a  d r a n t  q
e e y e v  u  r

-  z Y '
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MTCHTGAN TECHNOLOGICAL UN]VERSTTY

SCHEDULE I - SCHEDULE OF FINDINGS 1993

F' i  nd i  no
Quest ioned

a ^ < f  c.........#

I
I
I
I
I
I
I
I
I
I
I
I
I
t
I

D r n d r e m
I..ts

Findinq #1

observat ion

U.S.  The Univers iLy purchased major  equipment  dur ing $3,200
Dept .  of  f iscaL year  1993 and inadvertent ly  charged i t  Eo

Education a grant that does not provide for eguipment in the
budget .  Dur ing the course of  the audi t ,  Lhe error
was d iscovered and the Univers i ty  proper ly  rec lass i -
f ied the equipment  to a non- federal  account .

Univers i ty  Response

We have fu l l  implementat ion of  a new account ing system which

wi l l  put  budget  checking in  p lace to moni tor  eguipment  being

charged to a Federally funded account.

- 3 0 -
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D r d d r : m
.l.+ry F i  n d i  n o

Findinq #2

Observat ion

Student  The Univers i ty  appl ies f inancia l  a id to s tudents '
F inancia l  accounLs before the t ime a l lowed by the Federal
Assis tance regulat ions.  However,  no funds are d isbursed

direct ly  to  s tudents unt i l  the t ime a l lowed,  and the
University does not request the funds from the
covernment unti l f ive days before the academic
term begins.  Therefore,  there is  no f inancia l
impact .

MICHIGAN TECHNOLOGICAL UNIVERSTTY

SCHEDULE I - SCHEDULE OF FINDINGS 1993
(Cont inued)

Quest ioned
| . -nql-  q:

Univers i ty  Response

Beginning wi th Lhe fa11 quarter  of  1993,  our  inst i tu t ion
has implemented new computer software for processing student
f inancia l  a id and Student  Accounts Receivable.  This
sof tware a11ows us Lo select  the daEes for  author izat ion
and d isbursement  of  s t .udent  f inancia l  a id.

*  The re imbursement  ef fect  is  e i ther  nominal ,
not  re imbursable or  not  ascer ta inable.

I

- 3 1 -
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MI CHIGAN TECHNOLOGICAIT UNIVERS TTY

SCHEDULE II - STATUS OF PRIOR-YEAR (1992) AUDIT FINDINGS
RELATING TO FEDERAL FINANCIAL ASS]STANCE PROGRA}'IS

Quest ioned
^ ^ ^ *  ^

D f n d r i h
ry

F' i  nd i  no

Findinq #1

observat ion

U.s.  We noted one case in which a Univers i ty  employee
Dept .  of  t raveled to a fore ign country wi thout  advance approval
Educat ion f rom the grant ing agency.  We also noted a speci f ic

case where a minor  except ion to the Univers i ty 's
t ravel  pol icy was d iscovered.  The Univers i ty  should
ensure that  the t ravel  pol icy is  enforced and provide
bet ter  communicat ions beEween the necessary departments.

1993 Univers i ty  Response

The Deans and Department Heads were reminded in a special
meeting on November L7, 1993 of the requirement that Grants
of f icer  approval  on fore ign t ravel  is  requi red 45 days pr ior
to Lravel ,  and were asked to re lay th is  requi rement  to thei r
facul ty  and staf f .  A lso,  s tatements that  Grants Of f icer
approval  on fore ign t ravel  is  requi red 45 days pr ior  to  t r ip
is  inc luded on two Univers i ty  forms that  Ehe Pr inc ipal
Invest igator  receives.  One form is  the Contract  Act iv i ty
Sheet that is prepared by the Research Services office when
a pro ject  is  funded.  The other  form is  the contract  or  Grant
Budget  Format prepared by the Research Account inq of f ice.

*  The re imbursement  ef fect  is  e i ther  nominal ,
not  re imbursable or  not  ascer ta inable.

- 3 2 -
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MICHIGAN TECHNOLOGICAL UNIVERSITY

SCHEDULE I I  -  STATUS OF PRIOR-YEAR (1992) AUDIT FINDINGS
RELAT]NG TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS

(Cont inued)

Quest ioned
D r n d r a m
+4 F ' i  n d i  n o a ^ <  l -  c

F ind inq  #2

Observat ion

Student  The Univers i ty  appl ies f inancia l  a id to s tudents '  *

F inancia l  accounts before the t ime a l lowed by the Federal
Assis tance regulat ions.  However,  no funds are d isbursed

direct ly  to  s tudents unt i l  the t ime a l lowed,  and the
University does not request the funds from the
eovernment unti l- f ive days before the academi-c
term begins.  Therefore,  there is  no f inancia l
impact .

1993 Univers i ty  Response

Beginning wi th the fa11 quarLer  of  1-993,  our  inst i tu t ion
has implemented new computer software for processing student
f inancia l  a id and student  Accounts ReceivabLe.  Thls sof t -
ware a l lows us to select  the dates for  author izat ion and
disbursement  of  s tudent  f inancia l  a id.

k ' l h d 1 n d  !  <A....+.+.+=.+

Observat ion

student  s tudents dropping a l l  c lasses who fa i led to go

Financia l  through the Univers i ty 's  checkout  procedures were
Assistance not  repor ted to the Financia l  A id of f ice in  order

to per form a refund calculat ion.

*  The re imbursement  ef fect  is  e i ther  nominal ,
not  re imbursable or  not  ascer ta inable.

- 3 3  -
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MICHIGAN TECHNOLOGICAL UNIVERSITY

SCHEDULE ]] - STATUS OF PRIOR-YEAR (1992) AUDIT FINDTNGS
RELATING TO FEDERAL FINANCIAT, ASSISTANCE PROGR

(Cont inued)

Quest ioned
Prooram Find ino Cos ts

1  Q Q ?  T T n i  r r a r q i  l -  \ /  R a q n . 1 n s a

current ly ,  the Univers i ty  is  in  the process of  implement ing
a new student  sof tware system (BANNER).  Since th ls  new
system operates on a re lat ional  data base,  in format ion such
as  check -ou ts  and  changes  i n  t u i t i on  b racke ts  ( i . e . ,

s tudents dropping below hal f - t ime) wi l l  be readi ly
accessib le and ret r ievable by the department  or  area needing
the  da ta .

Financial- Aid and Enrollment Management wil l work together
to establ ish a procedure to handle students who drop a l l
c l -asses and fa i l  to  go through the Univers i ty 's  check-out
procedures.

E  i  n r l i  n a  # d
4

observati-on

st,udent Cash drawdowns were made in excess of what was
Financia l  a l lowabl-e by Federal  regulat j -ons on f ive occasions
Assistance throughout  the f iscal  year .  TVro such occasions were

due to the UniversiLy drawing down in excess of three
days '  funds and three occasions were due to the
Univers i ty  overdrawing on i ts  SEOG al locat ion due to
drawing down at  1008 rather  than 858.  However,  these
overdraws were temporary only. At the end of the fiscal
year ,  the Univers i ty  was in compl iance.  The est imated
interest  on these funds is  approximately  51,000.

*  The re imbursement  ef fect  is  e i ther  nominal ,
not  re imbursable or  not  ascer ta inable.

t
t
t
I
I
I
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MICHIGAN TECHNOLOGICAL UNIVERSITY

SCHEDUI,E II - STATUS OF PRIOR-YEAR (1992) AUDIT FINDINGS
RELATING TO FEDERAL FINANC]AL ASSISTANCE PROGRAMS

(Cont inued)

Quest ioned
D r n d Y : m
lg Findinq -  c o s t s

1993 Univers i tv  Resnonse

We are communicat ing wi th F inancia l  A id on a regular  basis
to be cer ta in of  the por t ion the DOE is  requi red to fund.
A1so,  our  drawdowns wi l l  be c losely moni tored to ensure
funds are received in compl iance wi th DoE guidel ines-

I ' i  n d i  n c  # Ery

Observat ion

Student  The Federal  share of  Col lege Work Study (CWS)

Financial disbursements was internally reported Lhroughout
Assis tance the year  aL 642,  rather  than the 708 as a l lowed by

Federal  regulat ions.  This pract ice resulEed in the
Univers i ty  a l locat ing more CWS funds to i tse l f  and
l -ess of  a Federal  por t ion.  At  year  end Lhere was no
ef fect  f rom th is  pract ice because the Univers i ty
transferred the balance from the General Fund to its
cWS account  and the net  ef fect  was zero.

1993 Univers i ty  ResPonse

Dur ing f iscal  year  1993,  our  draw-down was at  70?.

p i  n r l i  n n  # 6
=.....=.l.j+

observat lon

Student Due to an over-award, a student was granted SEOG funds $900
Financia l  wi thout  being a PELL rec ip ient .  The PELL was canceled
Assistance because of the overaward and the SEOG funds remainec'

i n  t he  s tuden t ' s  accoun t  i n  e r ro r .

* The reimbursement effect is either nominal,
not  re imbursable or  not  ascer ta inable.

- 3 5 -
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MICHTGAN TECHNOLOGICAL UNIVERSITY

SCHEDULE I I  -  STATUS OF PRIOR-YEAR (1992) AUDIT FINDINGS
RELATING TO FEDERAL FINANCIAL ASSISTANCE PROGRA}.{S

(Cont inued)

D r A d r a m
*..+..4

Find inq
Quest ioned

i ^ ^ l  ^

-9lL*,P

1993 Univers i tv  ResPonse

This was an iso lated inc idenL,  but  to  prevent  fur ther
occurrences,  we have communicated to a l l  o f  the staf f  our

need to remove sEoG awards when Pell awards are eliminated.

- 3 6 -
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MICHIGAN TECIil{OLOGICAIJ UNMRSITY

SCHEDULE III - AUDITS PERFORMED BY OTHER ORGANIZATIONS

The Univers i ty  has not  had any audi ts  per formed by other  organizat ions reLated

Federal  F inancia l  Assis tance dur ing the year  ended June 30,  L993.
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MICHIGA}I TECHNOI,OGICAI, UNIVERS ITY

HOUGHTON, MICHIGAN 49931-1295

GENERAL ]NFORMATION

Arthur  Andersen & co.
one Detro i t  Center
500 Woodward Avenue
Detro i t ,  Michigan 48226-3424
Engagement ParEner: Mark W. Mehall
T e l -  N o . :  ( 3 1 3 )  5 9 6 - 7 8 3 1 -

The aud. i t  was per formed between June 7,  1993 and August  20,  1993 at  the Univers i ty 's

Account ing and Financia l  A id Department  fac i l i t ies in  Houghton,  Michigan.

Un ive rs i t y , s  Ma jo r  Acc red i t i ng  Organ i zaE ion :  Commiss ion  on  H ighe r  Educa t i on  o f  t he

Nor th  Cen t ra l  Assoc ia t i on  o f  Co l l eges  and  Seconda ry  schoo l s .

The  Un ive rs i t y  does  no t  u t i l i ze  an  SFA Consu l t an t .  The  Un ive rs i t y  u t i l i zes

Un ive rs i t y  Accoun t i nq  Se rv i ce ,  I nc .  ( "UAS" ) ,  wh i ch  i s  l oca ted  a t  180  Nor th  Execu t l ve

Dr i ve ,  B rook f i e l d ,  W iscons in ,  53005 ,  as  se rv i ce r  f o r  t he  Pe rk ins  Loans .  The

fo l lowing funct ions are prov ided by UAS:

! .  B i l l i n g  S e r v i c e s
2 .  Co l f ec t i on  Se rv i ces
3 .  Loan  S ta tus  RePor t i ng

I  A rev iew of  UAS,s in ternal -  controf  s t ructure and.  compl iance wi th l -aws and
I  regulat ions was per formed by Ar thur  And.ersen & Co.  -  Mi lwaukee,  Wisconsin -  dur ing

the  pe r i od  Ju l y  1 ,  1992  Eo  June  30 ,  1 -993 .

I  Records for  the account ing and adminis t rat ion of  the Federal  F inanciaf  Assis tance
I  Droqrams are located at  the Adminis t rat ion and Student  Serv ices Bui ld ing,  Houghton,

i t : - . f r ior t r  4993L-12g5.
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