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Independent Auditor’s Report

The Board of Directors

The Bowling Green State University
Foundation, Inc.

Bowling Green, Ohio

We have audited the accompanying statements of assets, liabilities and net assets — modified cash basis
of The Bowling Green State University Foundation, Inc. (an Ohio nonprofit corporation) as of June 30,
2002 and 2001, and the related statements of cash receipts, cash disbursements and changes in net
assets— modified cash basis for the years then ended. These financial statements are the responsibility
of the Foundation’s management. Our responsibility is to express an opinion on these financia
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financia audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evauating the overall financia
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As described in the Summary of Significant Accounting Policies, these financial statements were
prepared on the modified cash basis of accounting, which is a comprehensive basis of accounting other
than generally accepted accounting principles.

In our opinion, the financia statements referred to above present fairly, in al materia respects, the
assets, liabilities, and net assets of The Bowling Green State University Foundation, Inc. as of June 30,
2002 and 2001, and its cash receipts, cash disbursements and changes in net assets for the years then
ended, on the basis of accounting described in the Summary of Significant Accounting Policies.

In accordance with Government Auditing Standards, we have also issued our report dated September 4,
2002 on our consideration of The Bowling Green State University Foundation, Inc.’s internal control
over financia reporting and our tests of its compliance with certain provisions of laws, regulations, and
contracts. That report is an integral part of an audit performed in accordance with Gover nment Auditing
Sandards and should be read in conjunction with this report in considering the results of our audit.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying supplemental information is presented for purposes of additional analysis
and is not a required part of the basic financia statements. Such information has been subjected to the
auditing procedures applied in the audits of the basic financia statements and, in our opinion, is
presented fairly, in al material respects, in relation to the basic financial statements taken as a whole.

CLfzse. Kdloorectossar_ £) A

Toledo, Ohio
September 4, 2002

Member of

Offices in 13 states and Washington, DC International



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
STATEMENTSOF ASSETS, LIABILITIES AND
NET ASSETS-MODIFIED CASH BASIS

June 30, 2002 and 2001

ASSETS
CASH
INVESTMENT SECURITIES, at fair value:
Corporate stocks
U.S. Government and agency obligations
Corporate bonds, debentures and other
Total investment securities
OTHER ASSETS

TOTAL ASSETS

LIABILITIESAND NET ASSETS

LIABILITIES
Annuities payable

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
Tota net assets

TOTAL LIABILITIESAND NET ASSETS

These financia statements should be read only in connection with the

accompanying summary of significant accounting policies

and notes to financial statements.

4

2002 2001
560,976 805,830
27,321,289 30,433,506
14,583,164 12,144,540
11,406,628 17,556,178
53,311,081 60,134,224
4,200 4,200
$53.876.257 $60,944.254
582,798 552,571
577,454 956,966
14,379,074 23,466,677
38,336,931 35,968,040
53,293,459 60,391,683
$53.876.257 $60,944,254



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS AND
CHANGESIN NET ASSETS—MODIFIED CASH BASIS
Year Ended June 30, 2002
(with compar ative totals for 2001)

2002
Temporarily Per manently 2001
Unrestricted restricted restricted Total total
REVENUE AND SUPPORT
Contributions and gifts $ 529,655 $ 4791627 $ 2281900 $ 7,603,182 $ 10,570,765
Interest and dividends 430,942 1,127,793 122,509 1,681,244 1,882,991
Net realized and unrealized gains (losses)
on investment securities 96,340 (3,976,068) (78,626) (3,958,354) (91,118)
Other cash receipts 532,225 1,054,079 248,623 1,834,927 1,604,879
Restatement resulting from
classification change - 205,515 (205,515) - -
Assets released from restriction 12,290,549 (12,290,549) - - -
Total revenue and support 13,879,711 (9,087,603) 2,368,891 7,160,999 13,967,517
EXPENSES
Program 13,257,017 - - 13,257,017 6,337,981
Fund raising expenses 409,929 - - 409,929 363,061
Operating 592,277 - - 592,277 453,411
Total expenses 14,259,223 - - 14,259,223 7,154,453
Change in net assets (379,512) (9,087,603) 2,368,891 (7,098,224) 6,813,064
NET ASSETS
Beginning of year 956,966 23,466,677 35,968,040 60,391,683 53,578,619
End of year $ 577454 $14 379074  $38,336,931 $ 53,293,459 $ 60,391,683

These financia statements should be read only in connection with the
accompanying summary of significant accounting policies
and notes to financial statements.
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REVENUE AND SUPPORT
Contributions and gifts
Interest and dividends

THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.

STATEMENT OF CASH RECEIPT
CHANGESIN NET ASSETS
Year Ended J

S, CASH DISBURSEMENTS AND
—MODIFIED CASH BASIS
une 30, 2001

(with compar ative totals for 2000)

Net realized and unrealized gains (losses)

on investment securities
Other cash receipts
Restatement resulting from

classification change

Assets released from restriction

Total revenue and support

EXPENSES
Program
Fund raising expenses
Operating
Total expenses
Change in net assets
NET ASSETS
Beginning of year

End of year

2001
Temporarily Per manently

Unrestricted restricted restricted Total
$ 501,219 $ 8,158,312 $ 1,911,234 $ 10,570,765
529,155 1,148,695 205,141 1,882,991
710,556 (780,873) (20,801) (91,118)
443,426 1,161,453 - 1,604,879

- (1,616,553) 1,616,553 -

5,729,243 (5,729,243) - -
7,913,599 2,341,791 3,712,127 13,967,517
6,337,981 - - 6,337,981
363,061 - - 363,061
453,411 - - 453,411
7,154,453 - - 7,154,453
759,146 2,341,791 3,712,127 6,813,064
197,820 21,124,886 32,255,913 53,578,619
$ 956,966 $ 23,466,677 $ 35,968,040 $ 60,391,683

These financia statements should be read only in connection with the
accompanying summary of significant accounting policies
and notes to financial statements.
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2000
total

$ 7,987,233
1,716,522

(1,300,921)
1,586,750

9,989,584

6,896,335
411,405
326,716

7,634,456

2,355,128

51,223,491
$ 53,578,619



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2002 and 2001

The Bowling Green State University Foundation, Inc. (the Foundation) is a nonprofit
corporation which assists in the development and advancement of Bowling Green State
University (the University). Significant accounting policies followed in preparing the financial
statements of the Foundation are presented bel ow.

BASISOF PRESENTATION

The financia statements of the Foundation have been prepared on the modified cash basis of
accounting, with investment securities stated at fair value and the inclusion of the liability
relating to annuity contracts. Such basis differs from the accrual basis in thet it provides for the
recognition of revenues when received rather than when earned and the recognition of expenses
when disbursed rather than when incurred.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of cash receipts and
disbursements and other changes in net assets during the reporting period. Actua results could
differ from those estimates.

INVESTMENT SECURITIESVALUATION AND INCOME RECOGNITION

Investment securities are stated at fair value, based on the quoted market value of the individual
securities. Purchases and sales of investment securities are recorded on the settlement date.
Redlized gains or losses from sale of securities are determined using the cost basis of the
securities sold. Interest and dividend income is reported when received.

Permanently restricted net assets participate in an investment pool in which each fund has a
gpecific unit value interest. All investment income derived from investments in the pool is
allocated to the participating net assets based upon the current unit value interest of each fund.
Realized and unredlized gains and losses are alocated to the participating net assets based upon
the prior three-year average balance of each fund.

The Foundation is named as a beneficiary of several irrevocable trusts. All of the assets of the
trusts are held by third parties who manage the assets and distribute the assets and income as
defined in each trust. Such assets are included in investment securities. The Foundation’s
interest in the future income stream of perpetual trusts is recognized based on the present market
value of the trust assets. Under a split-interest trust, the donor is paid specified distributions for a
future period of time and upon termination of the trust, the Foundationreceives al or a portion of
the trust. The Foundation’s interest in such trusts is based on the estimated value of the assets to
be received from each trust.



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2002 and 2001

NET ASSETS

Resources of the Foundation are classified into net asset categories based on the limitations and
restrictions placed on the contributions and gifts received. The net assets of the Foundation are
classified into the following types for financial reporting purposes.

Permanently Restricted Net Assets — Permanently restricted net assets represent contributions
received whereby the donors have stipulated that the corpus is to be maintained permanently, but
permit the Foundation to use or expend part or al of the income for either specified or
unspecified purposes.

Temporarily Restricted Net Assets — Temporarily restricted net assets represent contributions
received whereby the donors have specified that the funds be held by the Foundation strictly in a
fiduciary manner for a designated purpose.

Unrestricted Net Assets— Unrestricted net assets are available for use by the Board of Directors
for purposes they so approve.

SPENDING POLICY AND ADMINISTRATIVE FEE

The Foundation has adopted a spending policy with respect to amounts available for distribution
on all endowed funds. The spending policy provides for arange of 5% to 7%, with the Board of
Directors approving 5% for both 2002 and 2001.

The Foundation adopted a policy of charging an administrative fee on all endowed funds, unless
prohibited by the guidelines of the fund. The Board of Directors approved an administrative fee
of .9% for the years ended June 30, 2002 and 2001. In 2001, the Board of Directors also
approved the charging of such fee on certain non-endowed funds. The fee is based on the prior
three-year average market value balance of endowed funds and for June 30, 2002 on a two- year
average for certain nonendowed funds. The administrative fee amounted to $413,063 in 2002
and $368,167 in 2001 and is included in unrestricted other cash receipts.

INCOME TAXES

The Internal Revenue Service has issued a determination letter stating that the Foundation is
exempt from taxation under Section 501(c)(3) of the Internal Revenue Code.

This information is an integral part of the accompanying financial statements.
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THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2002 and 2001

NOTE 1-INVESTMENT SECURITIES
Following is a summary of investment securities at June 30, 2002 and 2001

2002 2001
Fair Fair
value Cost value Cost

Corporate stocks $27,321,289 $27,081,150 $30,433,506 $ 26,397,690
U.S. Government and agency

obligations 14,583,164 14,066,879 12,144,540 11,869,518
Corporate bonds, debentures

and other 11,406,628 11,352,425 17,556,178 17,377,315
Total $53311,081 $52,500454 $60,134.224 $55,644,523

Net unrealized gains of investments decreased by $3,679,074 in 2002 and by $1,711,715 in
2001, asfollows:

2002 2001
Net unrealized gains:
Beginning of year $4,489,701 $ 6,201,416
End of year 810,627 4,489,701
Net decrease $(3,679.074) $(1.711,715)

Certain investments securities are held by independent custodial and management agents.
Custodial and management fees paid approximated $233,000 for 2002 and $267,000 for 2001
and are reported as reductions to interest and dividends in the accompanying statements of cash
receipts, cash disbursements and changes in net assets.

NOTE 2 - ANNUITIESPAYABLE

The Foundation receives life annuity donations. Fixed payments from these funds are to be
remitted to the donor from the donor’s specified date of commencement until death, at which
time the balance will be recorded as a contribution. The Foundation reports as a contribution the
difference between the funds received and the present value of all expected annuity payments to
be made to the donor. A portion of the payments to the donors is charged to the annuities
payable account each year.

NOTE 3 - LIFE INSURANCE POLICIES

The Foundation is owner and beneficiary of certain ife insurance policies which have a total
face value of $3,826,000 at June 30, 2002 and $3,753,000 at June 30, 2001. The cash surrender
value of such policies approximated $673,000 at June 30, 2002 and $492,000 at June 30, 2001.
Premiums on these policies are paid by the insured individuals. The cash surrender value of
these policies has not been recorded in the accompanying statements of assets, liabilities and net
assets.

NOTE 4 - OTHER CASH RECEIPTS

Other cash receipts represent the administrative fee charged to various funds and monies
received from various activities sponsored by University departments and organizations for the
benefit of the Foundation. The net proceeds from these activities are recorded in the appropriate
funds by the Foundation

9



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2002 and 2001

NOTE 5 - CONTRIBUTED SERVICES
Expenses related to occupancy of facilities, and salaries and fringe benefits of financia and
accounting personnel are paid by the University on behalf of the Foundation and are not shown
in the accompanying financial statements. The value of these items are estimated to approximate
$317,000 for 2002 and $281,000 for 2001.
NOTE 6 - RESTRICTED NET ASSETS

Temporarily restricted net assets at June 30, 2002 and 2001 are available for the following
purposes:

2002 2001
Student aid $ 589,611 $ 6,672,333
General support of colleges and departments 6,406,091 10,183,660
Property and equipment 299,415 4,691,355
Endowed cheirs and professorships 740,337 980,809
Research 574,447 490,487
Faculty and staff 382,828 363,959
Fellowship 79,345 84,074
Total temporarily restricted net assets $14,379.074 $23,466,677

Permanently restricted net assets at June 30, 2002 and 2001 are restricted to investments in
perpetuity, the income from which is expendable to support the following purposes:

2002 2001
Student aid $22,064,888 $20,538,786
General support of colleges and departments 9,291,790 8,839,470
Property and equipment 2,098,208 2,141,962
Endowed chairs and professorships 2,917,771 2,490,323
Research 1,637,339 1,632,259
Faculty and staff 185,814 184,979
Fellowship 141,121 140,261
Total permanently restricted net assets $38,336,931 335,968,040

The following represents a summary of the net assets released from restrictions during the years
ended June 30, 2002 and 2001

2002 2001
Student aid $ 161969  $ 1,395,633
General support of colleges and departments 4,200,272 3,932,171
Property and equipment 6,231,886 290,985
Various other programs 238,695 110,454
Total net assetsreleased from restrictions $12,290549  $ 5,729,243

10



THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2002 and 2001

NOTE 7 - RESTATEMENT OF NET ASSETS

During 2002 and 2001, certain funds which originally had been reported as temporarily restricted
became fully endowed funds once the fund’s balance exceeded $25,000. As a result, $337,689
and $1,616,553 of net assets have been restated as of June 30, 2002 ard 2001, respectively, to
reflect such balances as permanently restricted net assets. In addition, $543,204 of net assets
have been restated in 2002 from permanently restricted to temporarily restricted. Such amount
relates to funds which were available br improvements to the hockey arena which had been
improperly classified as permanently restricted net assets.

NOTE 8 - CONCENTRATIONSOF CREDIT RISK
The Foundation maintains all of its cash in four commercial banks. Balances on deposit are
insured by the Federal Deposit Insurance Corporation (FDIC) up to specified limits. Balancesin

excess of FDIC limits are uninsured. Total cash held by banks with balances in excess of insured
limits totalled $703,358 and $799,291 at June 30, 2002 and 2001, respectively.

Thisinformation is an integral part of the accompanying financial statements.

11
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THE BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
SCHEDULES OF OPERATING EXPENSES -MODIFIED CASH BASIS

Y ears Ended June 30, 2002 and 2001

Travel and lodging

Supplies, printing and postage
Professional development
Professional fees

Student wages

Stewardship

Bank service charges

Insurance

Annual report

Dues and memberships
Subscriptions and publications

Filing fees, advertising and recruiting
Gifts, premiums and flowers
Research services

Building improvements and equipment
Vehicle repairs and maintenance

TOTAL OPERATING EXPENSES

13

2002

$ 39,030
41,155
17,906

131,605
37,143
80,678
32,787

8,671
27,465
9,554
41,545
3,065
6,534
3,697
111,166
276

$ 502277

2001

$ 37,189
67,570
26,113
85,546
33,279
52,062
37,951
32,051
15,314

7,103
36,011
5,172
4,878
806
12,100
266

$ 453411
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Independent Auditor’s Report on Compliance and on Internal Control
Over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Board of Directors

The Bowling Green State University
Foundation, Inc.

Bowling Green, Ohio

We have audited the financial statements of The Bowling Green State University Foundation,
Inc. as of and for the year ended June 30, 2002, and have issued our report thereon dated
September 4, 2002. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance

As part of obtaining reasonable assurance about whether The Bowling Green State University
Foundation, Inc.’s financial statements are free of material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations and contracts, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered The Bowling Green State University
Foundation, Inc.’s internal control over financia reporting in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control over financial reporting. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A materia
weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to arelatively low level the risk that misstatements in amounts that
would be material in relation to the financial statements being audited may accur and not be
detected within atimely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

* k *k % *

Member of

Offices in 13 states and Washington, DC '"temaﬁ"“a'



The Board of Directors
The Bowling Green State University
Foundation, Inc.

Page 2

This report is intended solely for the information and use of the Board of Directors,
management, and the State of Ohio Auditor’s Office and is not intended to be and should not be
used by anyone other than these specified parties.

CLfzse. Kdloorectbssan_ 41 A

Toledo, Ohio
September 4, 2002



88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

BOWLING GREEN STATE UNIVERSITY FOUNDATION, INC.
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CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
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CLERK OF THE BUREAU
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