




Investments are carried at cost or, in the case of gifts, fair market value at date of 
receipt. The market value of cash equivalents and investments held by the 
State of Montana Board of Investments was $ 13,377,751. The market value of 
cash equivalents and investments held by trustees was $31,145,058.

Inventories - Inventories are comprised of consumable supplies, food items, and 
items held for resale or recharge within the University. The larger inventories 
are valued using the moving average method. Other inventories are valued 
using fifo or specific identification methods.

Loans Receivable - Loans receivable from students bear interest at rates primarily 
ranging from 0 to 12 percent and are generally repayable in installments to the 
University over a 30-day to ten-year period beginning zero to twelve months 
from the date of separation from the University (depending on loan type).

Plant Assets - Plant assets are stated at cost when purchased or constructed or, if 
acquired by gift, at the estimated fair market value at date of gift Intangible 
assets consist entirely o f computer software, which is amortized on a straight- 
line method over a five-year period. The value reported is net of accumulated 
amortization. Equipment acquired with restricted grants and contracts is re
corded as an addition to investment in plant at the time of purchase. On certain 
grants and contracts, title to equipment purchased is vested with the grantor or 
contractor until completion of the project at which time the equipment may 
revert to the University.

Governmental Accounting Standard No. 8, “Applicability of FASB Statement 
No. 93, Recognition of Depreciation by Not-for-Profit Organizations to Cer
tain State and Local Governmental Entities," provides that governmental col
leges and universities should not change their accounting and reporting for 
depreciation o f  capital assets as a result of FASB Statement No. 93. Accord
ingly, the University does not record depreciation of plant assets.

Property, equipment and other assets at June 30, 1994 consisted of the following:

Intangible Assets $ 595,769
Buildings and Improvements 82,759,888
Furniture and Equipment 24,895,421
Library Books and Materials 26,192,810
Land/Land Improvements 8,750,768
Construction in Progress 4,648,461
Museum and Art Collection 4,572,821
Livestock 140.530

Total $152,556,468

In 1881, the University became the beneficiary of a 46,709 acre land grant. 
Under provisions of the grant, proceeds from the sale of land and land assets 
must be reinvested and constitute, along with the balance of unsold land, a 
perpetual trust fund. The grant is administered as a trust by the State Land 
Board which holds title and has the authority to direct, control, lease, exchange 
and sell these lands. The University, as a beneficiary, does not have title to the 
assets resulting from the grant, only a right to the earnings generated. The 
University’s share of the trust earnings, which totaled $185,741 in fiscal year 
ended June 30, 1994, is reported as plant fund revenue.

4. Liabilities

apital Leases - The University is obligated under equipment capital leases expir- 
mg in various years through 1999. Liabilities are recorded at the total amount 
of principal payments scheduled under the lease contract. Property held under 
capital leases for fiscal years ending June 30, 1993 and June 30, 1994 totalled 
$2,114,088 and $2,487,222 respectively.

Minimum future lease payments under capital leases for the next five years are 
51,088,035 in fiscal year 1995, $983,688 in fiscal year 1996, $140,472 in fis
cal year 1997, $79,901 in fiscal year 1998 and $23,942 in fiscal year 1999. 
Interest over the five fiscal years 1995 through 1999 is $130,672. The out
standing pnncipal on the lease payments is $2,185,367. Interest is stated in the 
contracts or based on the lessor’s implicit rate of return. The University does 
not sublease its equipment under capital lease agreements.
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' . University of Montana as part of its long-range planning pro

gram. Maturity dates on all four mortgages are 2011. Projected annual princi
pal payments on these properties follow:
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Bonds Payable - On November 10, 1993, the University issued $47,095,000 in 
Series A 1993 Revenue bonds with interest rates ranging from 2.3 to 5.0 per
cent to advance refund $15,383,643 of outstanding 1985/1987 Series A and B 
Revenue bonds with interest rates ranging from 6.0 to 9.75 percent. Proceeds 
of $21,254,665, together with certain funds and monies of the University, were 
used to purchase U.S. government securities. Those securities were deposited 
in an irrevocable trust with an escrow agent to provide for all future debt ser
vice payment on the 1985/1987 Series A and B bonds. As a result, the 1985/ 
1987 Series A and B bonds are considered to be legally defeased and the liabil
ity for those bonds has been removed from the University’s financial records.

The University advance refunded the 1985/1987 Series bonds to reduce its 
total debt service payments over the next 15 years by $3,067,520 and to obtain 
an economic gain (difference between the present values of the debt service 
payments on the old and new debt) of $2,100,944.

The balance of the proceeds, together with certain funds and monies of the 
University (after payment of $ 1,018,731 in underwriting fees, insurance, surety 
bonds, and other costs of issuance), provided funds for the acquisition, con
struction, repair, replacement, renovation, and improvement of certain facili
ties and properties at the University.

Revenue Bonds Payable - As of June 30, 1994, annual principal payments are 
as follows:

Series A 1993

FiscalYear Interest Rate Principal

1995 2.5-3.15 $1,130,000
1996 3.15 - 3.4 1,440,000
1997 3.4 - 3.6 1,490,000
1998 3.6-3.75 1,545,000
1999-2016 3.75 - 5.0 41.030.000

Total $46,635,000
Less Unamortized Discount (1.256.203^

Total Bonds Payable $45,378,797

In prior years, the University defeased certain bond issues by placing proceeds of 
new bonds in an irrevocable trust. The proceeds, together with interest earned 
thereon, will be sufficient for future debt service payments on the refunded 
issues. Accordingly, the trust account assets and the liability for the defeased 
bonds are not included in the University’s financial statements. At June 30, 
1994, $8,715,000 of bonds outstanding are considered defeased.

Compensated Absences - Eligible University employees earn 8 hours sick and 10 
hours annual leave for each month worked. The accrual rate for annual leave 
increases with longevity. Eligible employees may accumulate annual leave up 
to twice their annual accrual. Sick leave may accumulate without limitation. 
Twenty-five percent of accumulated sick leave earned after July 1, 1971 and 
100 percent of annual leave vests to each employee as earned and, if not used 
during employment, is paid upon termination. Sick and annual leave expense 
includes the decrease of $ 119,096 in estimated compensated absences liability.

5. Commitments

The accrual basis of accounting provides that expenditures include only amounts 
associated with goods and services received and that liabilities include only the 
unpaid amounts associated with such expenditures. Accordingly, approximately 
$212,858 of outstanding purchase orders and purchase commitments at June 
30, 1994 are not reported in the accompanying financial statements.

In May 1994, the Board of Regents of the Montana University System authorized 
the University to proceed with the issuance of Series 1994 Bonds of which 
$1,000,000 will be used to renovate facilities at the Student Health Services 
and $500,000 as supplemental funds for the previously authorized family hous
ing complex.

As of June 30, 1994, The University of Montana had entered into a master agree
ment with SCT Software and Resource Management Corporation which allows 
the purchase of any software systems available through SCT. At September 30. 
1994 orders against this master agreement were issued for a human resource, a 
voice response, and an alumni development system totaling approximately 
$439,266.
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As of June 30 1994, the University has initiated construction of the following 
major capital projects:

Total Total
Amount Expenditures

Project Authorized as of 6/30/94 Funding Source
Davidson Honors $2,000,000 $ 57,481 Private Donation

College
Business Admin. Private Donation & State

Building 15,266,000 1,083,744 Appropriated Funds
University Center

Renovation 4,000,000 86,333 1993 A Revenue Bonds
Residence Halls

Renovation 7,000,000 2,355 1993 A Revenue Bonds
Parking Lots

Renovation 800,000 32,424 1993 A Revenue Bonds
Family Housing

Apartments 7,272,000 192,863 1993 A Revenue Bonds
Parking Lot

Expansion 1,100,000 95,110 1993 A Revenue Bonds
Pan tzer Hall

Construction 8,000,000 910,867 1993 A Revenue Bonds
Family Housing
Community Cntr 250.000 25.716 Auxiliaries

TOTAL $45,688,000 $2,486,893

Contributions to these systems for fiscal year 1994 are as follows:

The University of Montana 
For Fiscal Year 1994

ORP
PERS TRS (TIAA-CREF)

Covered Payroll $17,851,879 $18,442,180 $9,037,486
Total Payroll 56,391,476 56,391,476 56,391,476
Employer Contributions 1,196,032 1,376,623 447,899
Percent of Covered Payroll 6.70% 7.465%* 4.956%
Employee Contributions 1,196,033 1,299,067 636,600
Percent of Covered Payroll 6.70% 7.044% 7.044%

In addition, a total of $226,227 or 2.503% was contributed to TRS from ORP 
employer contributions to amortize past service unfunded liability in ac
cordance with Title 19, Chapter 21, MCA.

* Average - (The TRS employer contribution rate was 7.459% from July 
1, 1993 to December 31, 1993 and was 7.47% from January 1, 1994 to 
June 30, 1994.)

8. Contingencies

6. Federal Aid Fees

The University assesses a fee to cover administrative costs of the Perkins/National 
Direct Student Loan Fund (NDSL) and federal student aid programs. Federal 
regulations permit the entire fee to be charged to a single program or distrib
uted equally, or unequally, to the various programs at the University’s option. 
Administrative costs charged to federal financial aid programs in fiscal years 
ending June 30, 1993 and June 30, 1994 were $128,327 and $167,843 respec
tively.

7. Retirement Plans

Full-time employees of The University of Montana are all members of the Public 
Employees Retirement System (PERS), Teachers’ Retirement System (TRS), 
or the Optional Retirement Program (ORP) as described below. Only faculty 
and administrators with contracts under the authority of the Board of Regents 
are enrolled under TRS or ORP. Beginning July 1,1993 legislation required all 
new faculty and administrators with contracts under the authority of the Board 
of Regents to enroll in ORP.

Pension Benefit Obligation is not provided on an agency basis, but is available 
on a statewide basis from the Montana Retirement Systems for PERS and TRS 
or from the Teachers’ Insurance and Annuity Association - College Retirement 
Equities Fund (TIAA-CREF) for ORP.

At present there are legal cases in conciliation, negotiation, and pending or potential 
litigation. Due to the nature of these cases, the actual amount of liability, if any, 
is difficult to estimate at this point.

Funds provided to the University and accounted for in the current restricted funds 
and student loan funds are subject to review and audit by cognizant granting 
agencies. The University does not expect any material adjustments or repay
ments to result from such audits.

Although the University is exempt from federal income tax as an instrumentality of 
the State of Montana, certain income generated may be considered unrelated 
business income by the Internal Revenue Service. The Montana University 
System files appropriate tax returns with the IRS to report such income. Be
cause the tax liability for the System as a whole is not material, no provision is 
recorded in the accompanying financial statement.

9. Prior Year Adjustment - Revenue Bonds

In connection with the issuance of the 1993 Revenue bonds, it was determined that 
when completing the advance refunding in 1987, the University prematurely 
recorded a loss which shouldn’t have been measured or recorded until the cross
over date in 1996. The beginning fund balance has been restated by $3,590,680 
representing the correction of the transaction which was prematurely recorded.

10. Affiliated Organizations

PERS - This mandatory system established in 1945 and governed by Title 19, Chap
ter 3. MCA, provides retirement services to substantially all public employees. 
Benefit eligibility is age 60 with at least 5 years of service; age 65 regardless of 
service; or 30 years of service regardless of age. Reduced benefits may be 
taken with 25 years of service or at age 50 with at least 5 years of service. 
Beginning January 1,1989, monthly retirement benefits are determined by tak
ing 1/56 times the number of years of service times the final average salary. 
Members' rights become vested after 5 years of service.

TRS - This system established in 1937 and governed by Title 19, Chapter 4, MCA, 
provides retirement services to all persons employed as teachers or professional 
staff of any public elementary or secondary school, vocational-technical center 
or unit of the University System. Eligibility is met with a minimum of 25 years 
of service or age 60 with 5 years of creditable service. The formula for accrual 
benefits is 1/60 times creditable service times the average final compensation. 
Rights are vested after 5 years of creditable service. Vested employees may 
retire at or after age 50 and receive reduced retirement benefits.

The University of Montana is a component unit of the State of Montana. These 
financial statements include only the activities, funds, and accounts of the Uni
versity. Private nonprofit organizations affiliated with the University include 
The University of Montana Foundation , the Grizzly Athletic Association, and 
The University of Montana Alumni Association. The foundation and associa
tions operate exclusively for the purposes of encouraging, promoting, and sup
porting educational programs, research, scholarly pursuits, and athletics at. or 
in connection with, the University. In exchange, the University provides the 
foundation with office space and an annually contracted fee; and the associa
tions with office space, staff, and some related office expenses.

ORP - ORP was established in 1988 and is underwritten by the Teachers’ Insur
ance and Annuity Association - College Retirement Equities Fund (TIAA- 
CREF). The ORP is a defined contribution plan. The benefits at retirement 
depend upon the amount of contributions, amounts of investment gains and 
losses and the employee's life expectancy at retirement. Under the ORP, each 
employee enters into an individual contract with TIAA-CREF. The University 
of Montana records employee/employer contributions and remits monies to 
TIAA-CREF. Individuals are immediately vested with contributions.




