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Auburn University

Aubum University, Alabama 36849-5113

Office of the President Telephone: (334) 844-4650
107 Samford Hall ATTNet: 221-4650
FAX: (334) 844-6179

January 7, 2004

Dear Members of the Auburn Community and Alabama Citizens,

The Annual Financial Report presented on the following pages briefly summarizes the University's financial
position at September 30, 2003, and financial activity for the year then ended. I am pleased to note that,
through the commitment of faculty, administration, students and the Board of Trustees, the University has
finished the year in strong financial condition. In particular, for the first time in history, the assets of
Auburn University exceed one billion dollars.

Quality measures continue to reveal the strength of Auburn University. U.S. News and World Report has
ranked Auburn 44 among the nation's top public universities in its ranking for 2003-2004, the highest
ranking of any university in the State of Alabama. In order to keep total enrollment at manageable levels
given available resources and funding, we became more selective on freshman acceptances. As a result,
ACT scores for our new freshmen are at 24.4, up from 23.8 last year and high school grade point aver-
ages are at 3.51, as compared to 3.43 for Fall Semester of 2002.

Our financial plan has enabled Auburn University to weather the initial storms of the crisis in state fund-
ing. While state funding remains a critical issue to the continuation and growth of many programs at
Auburn University, we are emphasizing accountability measures and cultivation of new sources of finan-
cial support as strategies we can use to respond to the crisis in state funding. Extramural funding for
sponsored programs continues to grow in the 2003 fiscal year, most notably with a $5.6 million grant
from the National Institute of Health to study treatment of viral infections.

We have made significant progress toward achieving the goals of this plan including attaining regional
averages for tuition and salaries. We were not completely successful in terms of average salaries, howev-
er, because increases at our regional peer institutions were greater than expected. With the failure of
Governor Riley's tax and accountability package, our financial plan for the next five years will be particu-
larly critical. While continuing progress on tuition and salary goals, we expect an emphasis on cultivating
and allocating resources to address the economic growth of the State of Alabama.

A LAND GRANT UNIVERSITY



Auburn University

Aubum University, Alabama 36849-5113

Office of the President Telephone: (334) 844-4650
107 Samford Hall ATTNet: 221-4650
FAX: (334) 844-6179

January 7, 2004

For the first time, Auburn University is presenting comparative financial statements prepared under the
financial reporting standards issued by the Governmental Accounting Standards Board, standards which
were implemented in the fiscal year ended September 30, 2002. The management's discussion and analy-
sis section of this report discusses highlights of the current fiscal year, as well as significant changes and
variances between the two fiscal years. In addition, we have provided new supplementary schedules
which provide net asset balances at year end and operations results for each of the four divisions, Auburn
University Main Campus, Auburn University at Montgomery, the Alabama Agricultural Experiment Station,
and the Alabama Cooperative Extension System.

The management of Auburn University is responsible for the integrity and objectivity of the financial state-
ments. Management believes that the University's highly developed system of internal accounting controls
provides reasonable assurance that assets are protected and that transactions and events are properly
recorded. The system of internal controls is maintained by establishment and communication of fiscal
policies and procedures, careful selection of qualified financial staff, and an extensive program of internal
audits and management reviews.

I believe you will find the following report both informative and encouraging, as well as representative of
the commitment of Auburn University to the stewardship role to which we are entrusted.

Sincerely,

C Bl Bubiidls

Donald L. Large Jr.
Executive Vice President

A LAND GRANT UNIVERSITY
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The following discussion and analysis provides an overview of the financial position and activities of Auburn University
(the "University") for the year ended September 30, 2003 with comparisons to September 30, 2002. This discussion has
been prepared by management and should be read in conjunction with the financial statements and the notes thereto,

which follow this section. The financial statements, footnotes and this discussion are the responsibility of University man-
agement.

Auburn University is a land-grant institution and is classified by the Carnegie Foundation as "Doctoral/Research-Extensive,"
while Auburn University at Montgomery (AUM) is classified as "Master's I." Fall 2003 enrollment included 28,450 total stu-
dents at the main campus at Auburn and at AUM. The University offers a diverse range of degree programs in 17 colleges
and schools and has approximately 5,070 full-time employees, including 1,350 faculty members, who contribute to the
University's mission of serving the citizens of the State of Alabama through its instructional, research and outreach pro-
grams.

Using the Annual Report

The University's financial report includes three financial statements: the Statement of Net Assets, the Statement of
Revenues, Expenses and Changes in Net Assets and the Statement of Cash Flows. These financial statements are pre-
pared in accordance with Governmental Accounting Standards Board (GASB) Statement No. 35, Basic Financial
Statements-and Management's Discussion and Analysis-for Public Colleges and Universities. GASB Statement No. 35
establishes standards for external financial reporting for public colleges and universities and requires that financial state-
ments be presented on an entity-wide basis to focus on the university as a whole. Prior to fiscal year 2002, financial
statements focused on the accountability of individual fund groups rather than on the University as a whole.

The financial statements are summarized as follows:

The Statement of Net Assets presents assets, liabilities and net assets (assets minus liabilities) on the last day of the
fiscal year. Distinctions are made in current and noncurrent assets and liabilities. Net assets are segregated by unrestrict-
ed, restricted (expendable and nonexpendable), and capital net assets. The University's net assets are one indicator of
the University's financial health. Increases or decreases in net assets are indicators of whether the overall financial condi-
tion has improved or worsened during the year.

The Statement of Revenues, Expenses and Changes in Net Assets presents the revenues earned and expenses
incurred during the year. Activities are reported as either operating or nonoperating. GASB requires state appropriations,
gifts and investment earnings to be classified as nonoperating revenues. As a result, the University will typically present a
significant operating loss. The utilization of long-lived-assets, referred to as capital assets, is reflected in the Statement of
Revenues, Expenses and Changes in Net Assets as depreciation expense, which amortizes the cost of an asset over its
expected useful life.

The Statement of Cash Flows reports the major sources and uses of cash and reveals further information for assessing
the University's ability to meet financial obligations as they become due. Inflows and outflows of cash are summarized by
operating, noncapital financing, capital and related financing, and investing activities.

FINANCIAL HIGHLIGHTS

Statement of Net Assets

The University's financial position is strong at September 30, 2003 and September 30, 2002 with assets of $1 billion and
liabilities of $365.5 million in 2003 and assets of $974.2 million and liabilities of $359.3 million in 2002. The University
experienced an increase in net assets of $55 million in 2003, primarily attributable to a $38.8 million increase in capital

assets, net of related debt. A summary of assets, liabilities and net assets as of September 30, 2003 and September 30,
2002 is as follows:



2003 2002

Current assets $ 157,157,444 142,558,241
Capital assets 448,654,801 389,712,153
Other noncurrent assets 429,616,445 441,883,484
Total assets $ 1,035,428,690 974,153,878
Current liabilities $ 150,148,950 141,724,604
Noncurrent liabilities 215,369,176 217,532,918
Total liabilities $ 365,518,126 359,257,522
Net assets
Invested in capital assets,

net of related debt $ 295,364,983 256,574,158
Restricted - Nonexpendable 16,690,881 15,365,724
Restricted - Expendable 103,366,468 97,525,546
Unrestricted 254,488,232 245,430,928
Total net assets $ 669,910,564 614,896,356

The University's Assets
Current assets consist of cash and cash equivalents, operating investments (those investments which are expected to be

liquidated during the course of normal operations), accounts receivable (primarily amounts due from the federal and state
governments and other agencies as reimbursements for sponsored programs), net student accounts receivable (including
amounts due from third parties on behalf of the students), loans receivable, accrued interest receivable, inventories, and
prepaid expenses. These assets increased $14.6 million, or 10.2%, from 2002 to 2003. The most significant factor was
the increase in operating investments of $12.9 million of which $12.7 million was an increase in the University's cash
pool investments. Other current assets with increases were student accounts receivable, which increased $1 million, and
prepaid expenses of $1.1 million mainly attributable to the increase in athletic scholarship expenditures for the 2003 fall
football season.

Capital assets represent the historical cost, less any accumulated depreciation, of land improvements, buildings, construc-
tion in progress, infrastructure, equipment, library books, and livestock, with buildings constituting over 60% of the total
asset value. Net capital assets increased $58.9 million, or 15.1% from 2002 to 2003. This increase was due to an
increase of $56 million in capitalized buildings, i.e. Large Animal Teaching Hospital, $12.4 million; Jule Collins Smith Art
Museum, $12.6 million; Hot and Chilled Water Plants, $5.5 million; Biggin Hall renovation, $4.6 million; ALFA Agriculture
Research Center, $4.6 million; AUM Dormitory, $14 million, and other smaller projects totaling $2.3 million.

Other noncurrent assets consist of nonoperating investments, including permanent endowment funds and net loans
receivable. Other noncurrent assets decreased by $12.3 million, or 2.8% from 2002 to 2003. A significant majority of
this decrease was due to the decrease in nonoperating investments, mainly from the use of bond proceeds for capital
projects. Expenditures of the 2001A General Fee and 2001A Athletic Revenue bond issues of $28.3 million and $6.3 mil-
lion, respectively, reduced prior-year investments set aside for construction. These reductions were partially offset by
additions to permanent endowment funds of $14.8 million, as well as a $7 million addition to the University's cash pool
from gains due to improved financial market conditions in 2003.

The University's Liabilities

Current liabilities increased by $8.4 million, or 5.9% from 2002 to 2003. This increase consisted of an increase in
deferred revenues from tuition, housing, and athletic events of $9 million, an increase of outstanding checks in excess of
bank balances of $5.9 million, an increase of $.9 million for student deposits and deposits held in custody for others, an
increase of $.5 million for advances (amounts received from grant and contract sponsors which have not been earned),
a decrease of $3.5 million in accounts payable to vendors, a decrease of $3.1 million for the current portion of long-term
debt due to refinancing the 1993 General Fee, Housing & Dining, and Athletic bond issues in 2003, and a decrease of
$1.3 million in compensation-related liabilities and other accrued liabilities,

Noncurrent liabilities include principal amounts due on University bonds and notes payable, Perkins and Health
Professions loan liability, accrued compensated absences and other compensation-related liabilities that are payable
beyond September 30, 2004. Noncurrent liabilities decreased by $2.2 million from 2002 to 2003. Accrued sick and
vacation leave increased by $2.2 million, but was offset by decreases in bonds and notes payable of $3.2 million.



Additionally, noncurrent liabilities decreased $1.2 million when the University transferred its self-insured, non-budgeted
pension plan to The Hartford, effective May 1, 2003. During fiscal year 2003, the University issued $49,460,000 in new
General Fee Revenue bonds, $21,900,000 in new Athletic Revenue bonds, and $15,645,000 in new Housing & Dining
Revenue bonds. Proceeds from the 2003 Athletic and Housing & Dining bonds were used to currently refund the 1993
Athletic bonds and the 1993 Housing & Dining bonds. Proceeds from the 2003 General Fee bonds were used to currently
refund the 1993 General Fee bonds and also provided an additional $12,011,660 to fund certain capital improvements at
the Auburn Campus. These improvements include the rehabilitation and improvement of various classroom and adminis-
trative buildings, landscaping, roadway and parking facility upgrades and security system upgrades as well as acquisition,
construction, and rehabilitation of other real personal property.

Also during fiscal year 2003, the University defeased two bond issues related to the debt on the Auburn University Hotel
and Dixon Conference Center. These bonds were defeased from current operating funds. The defeased bonds reduced
the current and non-current bonds payable liability by $9.8 million.

The University's Net Assets
Net assets invested in capital assets represent the University's capital assets, net of accumulated depreciation, and out-

standing principal balances of debt attributable to the acquisition, construction, or improvement of those assets. These
net assets increased $38.8 million, or 15.1% from 2002 to 2003. This increase is due to the capitalization of assets as
described in Footnote 7 of the accompanying report.

Restricted-Nonexpendable net assets are subject to external restrictions governing their use and primarily include the
University's permanent endowment funds. These net assets increased $1.3 million, or 8.6% from 2002 to 2003, primarily
due to the addition of several new endowed scholarships.

Restricted-Expendable net assets are also subject to external restrictions governing their use. Such net assets include
gifts, and contracts and grants restricted by federal, state, or local governments and private sources, which are restricted
for a specific purpose or unit within the University, or net assets that are externally restricted and internally designated as
funds functioning as endowments. Also included in this category are funds available for student loans, and construction
purposes. These net assets increased by $5.8 million or 6% from 2002 to 2003. The majority of the increase is due to
increases in contracts and grants, endowments, and construction funds of $1.9 million, $1.4 million, and $2.4 million,
respectively.

Unrestricted net assets are not subject to externally imposed stipulations; however, the majority of the University's unre-
stricted net assets have been internally designated for various mission-related purposes. These assets include funds for
general operations of the University, for auxiliary operations (including athletics, housing, and food services), for endow-
ments and for capital projects. Unrestricted net assets increased $9.1 million, or 3.7%, to $254.5 million from $245.4
million at September 30, 2002. Expenditures for a number of new construction and building repairs and maintenance
projects reduced the funds available for capital projects by $18.4 million. Expenditures for auxiliary enterprise activities
exceeded revenues by $3.4 million, primarily due to planned capital expenditures. Offsetting these reductions in funds
available were increases to endowments of $11.8 million attributable to net realized and unrealized gains in 2003. In
addition there was an increase in funds for general university operations of $19 million.

TOTAL INVESTMENTS AT MARKET VALUE
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Statement of Revenues, Expenses and Changes in Vet Assets

Changes in total net assets as presented on the Statement of Net Assets are based on activity presented in the Statement
of Revenues, Expenses and Changes in Net Assets. The purpose of this statement is to present the revenues received by
the University, both operating and nonoperating, and the expenses paid by the University, operating and nonoperating,
and any other revenues, expenses, gains and losses.

A condensed statement is provided below:

2003 2002

Operating revenues $ 351,314,074 324,442,402
Operating expenses 565,804,328 519,620,714
Operating loss $ (214,490,254) (195,178,312)
Net nonoperating revenues and

other changes in net assets 269,504,462 246,204,620
Increase in net assets S 55,014,208 51,026,308
Net assets:

Beginning of year $ 614,896,356 563,870,048

End of year $ 669,910,564 614,896,356

The 2003 Statement of Revenues, Expenses and Changes in net assets reflects a positive year with an increase in net
assets at the end of the year of $55 million as discussed above. Operating revenues increased $26.9 million from 2002
to 2003. Student tuition and fee revenue, net of discounts, increased $22 million, as a result of Board approved tuition
increases of 12% and 16% in the 2002-2003 and 2003-2004 academic years, respectively, as well as record enrollment in
Fall 2002. Tuition revenues in the fiscal year ending September 30, 2003 include 60% of Fall of 2002, Spring of 2003
semesters and Summer of 2003 term tuition revenues, as well as 40% of Fall of 2003 tuition revenues.

Operating expenses increased $46.2 million from 2002 to 2003. Expenses for compensation and employee benefits
increased $34.9 million as a result of a Board approved average salary increase of 6%. Other supplies and services
expense increased $18.7 million as a result of increased payments to vendors for supplies and noncapital building and
infrastructure maintenance. Depreciation expense increased $3.1 million from the previous year, which is the result of
$97 million in new depreciable assets placed in service during fiscal year 2003. Loss on impairments and disposals
decreased $8.8 million. In 2002 the University's capital asset threshold was increased to $2,500 from $1,000 resulting in
a write-off of $16.9 million. In 2003, an impairment loss on the Auburn University Hotel and Dixon Conference Center
was recognized in the amount of $2.3 million and a $5.6 million capital asset impairment on inventoried equipment at
AUM campus resulted in an aggregate $7.9 million expense.

Net nonoperating revenues increased $18.7 million from 2002 to 2003. State Appropriations increased $6.2 million. Net
investment income increased $17 million as a result of improved market conditions over the prior year. Other nonoperat-
ing expenses net, increased $5.8 million, due to significant large transactions occurring in each of the fiscal years, though
not both. These significant transactions include the pay off of Auburn University Hotel and Dixon Conference Center
bonds of $12 million, net of debt service, for $10.1 million in the year ended September 30, 2003. In addition, the
refunding of General Fee, Athletic and Housing and Dining bond issues resulted in a loss on defeasance of $3.2 million in
the year ended September 30, 2003. Finally, in the fiscal year ended September 30, 2002, the University received $3.6
million in revenue following the sale of stock received following the demutualization of Prudential Insurance Company.

Capital gifts, grants, appropriations, and additions to permanent endowments increased $4 million for the fiscal year
ended September 30, 2003 to $55 million from $51 million in 2002. The University received a $2.9 million increase in
capital improvement bond proceeds from the State Agricultural Bond Funds, a $1.3 million increase in gifts earmarked for
capital projects and a $.3 million increase in additions to permanent endowments.
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Statement of Cash Flows

The final combined statement presented is the Statement of Cash Flows which presents information about changes in the
University's cash position using the direct method of reporting sources and uses of cash. The direct method reports all
major gross cash inflows and outflows, differentiating these activities into operating activities; noncapital financing, such
as nonexchange grants and contributions; capital financing, including bond proceeds from debt issued to purchase or
construct buildings; and other capital assets and investing activities.

The University's cash flows for the years ended September 30, 2003 and 2002 are summarized below:

2003 2002

Cash provided by (used in):
Operating activities $ (178,005,414) (144,251,173)
Noncapital financing activities 233,294,220 216,928,291
Capital and related

financing activities (82,386,047) 13,347,537
Investing activities 27,087,644 (86,190,888)
Net decrease in cash (9,597) (166,233)
Cash and cash equivalents

beginning of year 812,705 978,938
Cash and cash equivalents

end of year $ 803,108 812,705

The University's cash and cash equivalents decreased $9,597 in 2003 due to the outflow of funds for capital and related
financing activities. Cash inflows for capital acquisitions from state appropriations, gifts and grants, and bonds issued dur-
ing the year were used to help fund the University's equipment needs and ongoing renovation and construction initiatives,
along with the new bond proceeds. In 2003, net cash used for operating activities was $178 million. Significant cash used
includes $356.2 million for employee compensation and benefits and $160.7 million for payments to suppliers which
exceeded outflows in 2002 for compensation and supplies by 69.6 million. Significant cash provided include $158.6 mil-
lion from tuition and fees, an increase of $24 million over 2002; $92.9 million for contracts and grants, an increase of
$15.2 million over the prior year; and $55.4 million from auxiliary enterprises, a decrease of $5.3 million over the prior
year. Net cash used in operating activities increased $33.8 million from 2002 to 2003.

Net cash provided by non-capital financing activities of $233.3 million in 2003, included state appropriations of $207.2
million, gifts for other than capital purposes of $20.2 million, and an increase in outstanding checks in excess of bank
balance of $5.9 million. This was an increase of $16.4 million from 2002.
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Net cash used in capital and related financing activities for 2003 of $82.4 million was an increase of $95.7 million from
2002. During 2003, the University received $90.5 million in new debt proceeds. The debt proceeds were used to refund
bonds for $78.5 million, and provided $12 million for capital improvements. In addition, the University paid $11.6 mil-
lion to defease outstanding debt on the Auburn University Hotel and Dixon Conference Center. Purchase of capital assets
increased $8.4 million over the prior year.

Cash provided by investing activities totaled $27.1 million in 2003 compared to cash used in investing activities of $86.2
million in 2002. Proceeds from the sale of investments increased $327.8 million offset by purchases of investments
which increased $208.9 million. This increase in the sale of investments was mainly due to the increase in capital project
expenditures and increased cash needs for the payoff of the AU Hotel and Dixon Conference Center bond debt of approxi-
mately $12 million.

Economic factors that will affect the future

Looking toward the future, management believes that the University is well positioned to continue its strong financial con-
dition and level of excellence in service to students, sponsors, the State of Alabama and other constituents. The
University's strong financial position and internal financial planning process provide Auburn University some protection
against adverse economic conditions. Nonetheless, as a labor intensive organization, the University faces competitive
pressures related to attracting and retaining faculty and staff. With dramatic increases in health care costs, the University's
health benefits are of particular concern. In addition, the University's cost of providing retirement benefits is expected to
increase significantly in future fiscal years. Auburn University is also undergoing a large construction program and the
costs of operating the new facilities will place additional resource demands on the institution.

Student demand and increased enrollment will require proactive management to ensure that the University can serve the
needs of all accepted students, given the expected level of funding from state appropriations. The economic outlook of
the State of Alabama will impact the University's financial status, though internal and external efforts have been made in
past years to minimize the volatile nature of state funding on the University's budget. By state constitutional amendment,
the Education Trust Fund Rainy Day Account provides some measure of protection against proration of state appropria-
tions, as this account is designed to prevent the proration by providing supplemental funding should tax revenues not be
sufficient to provide the legislatively appropriated support from the state. Internal budgeting strategies have also provided
for protection against proration. Tuition growth to regional averages provides opportunity to decrease some of the reliance
on state funding. Also, the University has begun a capital campaign to provide for operating funds for scholarships and
faculty support. Neither external nor internal efforts, however, are intended to mitigate the effects of future prorations or
decreases in state funding.

The University continues to execute its long-range plan to modernize and expand its complement of older teaching and
research facilities with a balance of new construction. Leveraging federal and state funds with gift and bond funds has
provided the opportunity to expand capital assets with relatively minimal debt.

The University will continue to employ its long-term investment strategy to maximize total returns at an appropriate level
of risk, while utilizing a spending rate policy to insulate the University's operations from temporary market volatility.

Following the close of the 2003 fiscal year, the University was notified by its accrediting agency, the Southern Association
of Colleges and Schools (SACS), that it had been placed on probation for issues primarily related to university governance.
The University is confident that it can comply with requests from SACS for documentation concerning its policies and its
commitment to the above issue. It is expected that probation will be lifted without financial consequences to Auburn
University.

Cautionary note regarding forward-looking statements

Certain information provided by the University, including written, as outlined above, or oral statements made by its repre-
sentatives, may contain forward-looking statements as defined in the Private Securities Litigation Reform Act of 1995. All
statements, other than statements of historical fact, which address activities, events or developments that the University
expects or anticipates will or may occur in the future contain forward-looking information.

In reviewing such information it should be kept in mind that actual results may differ materially from those projected or
suggested in such forward-looking information. This forward-looking information is based upon various factors and was
derived using various assumptions. The University does not undertake to update forward-looking information contained in
this report or elsewhere to reflect actual results, changes in assumptions or changes in other factors affecting such for-
ward-looking information.

11
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UNDERGRADUATE TUITION FOR THE ACADEMIC YEAR

2003-04 2002-03 2001-02 2000-01
Auburn Main Campus /
Auburn University at Montgomery
Full-Time Students
In-State $  4426/3900 $  3784/3390 $ 3.380/3210 $ 3,154/3,000
Out-of-State $ 12,886/11,700 $ 11,084/10,170 $ 9900/9,630 $ 9254/9,000

FALL STUDENT ENROLLMENT
FALL FALL FALL FALL
2003 2002 2001 2000

Auburn Main Campus and
Auburn University
at Montgomery
Undergraduate Professional 24,540 24,675 24,512 23,748
Graduate 3,910 3,705 3,746 3,621

DEGREES AWARDED FOR THE ACADEMIC YEAR

2002-03 2001-02 2000-01 1999-00
Auburn Main Campus and
Auburn University at Montgomery
Bachelor 4,304 4,269 4,582 4,929
Advanced 1,271 1,305 1,322 1,356
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PRICENVATERHOUSE(COPERS

PricewaterhouseCoopers LLP
1901 6th Ave. North

Suite 1600

Birmingham AL 35203
Telephone (205) 252 8400
Facsimile (205) 252 7776

Report of Independent Auditors

To the Board of Trustees of Auburn University
and the President of Auburn University

In our opinion, the accompanying statements of net assets and the related statements of revenues,
expenses and changes in net assets and statements of cash flows of Auburn University (the
University), a component unit of the State of Alabama, present fairly, in all material respects, the
financial position of the University at September 30, 2003 and 2002, and the changes in its net
assets and its cash flows for the years then ended in conformity with accounting principles general-
ly accepted in the United States of America. These financial statements are the responsibility of the
University's management; our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these statements in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to finan-
cial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States, which require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examin-
ing, 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 eval-
uating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying supplemental divisional financial statements as set forth on
pages 40 through 47 are presented for the purposes of additional analysis rather than to present
the financial position and changes in net assets and other changes of the individual divisions.
Accordingly, we do not express an opinion on the financial position and changes in net assets of
the individual divisions. However, the supplemental information has been subjected to the audits of
the basic financial statements and, in our opinion, is fairly stated in all respects in relation to basic
financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued a report dated January 7,
2004, on our consideration of the University's internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

Ma«m&%u; Y

January 7, 2004
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AUBURN UNIVERSITY
STATEMENTS OF NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

ASSETS
Current assets
Cash and cash equivalents
Operating investments
Accounts receivable, net
Student accounts receivable, net
Loans receivable, net
Accrued interest receivable
Inventories
Prepaid expenses
Total current assets
Noncurrent assets
Investments
Loans receivable, net
Investment in plant, net
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities
Outstanding checks in excess of bank balance
Advances
Accounts payable
Accrued salaries and wages
Accrued compensated absences
Accrued interest payable
Other accrued liabilities
Student deposits
Deposits held in custody
Deferred revenues
Noncurrent liabilities-current portion
Total current liabilities

Noncurrent liabilities
Accrued compensated absences
Bonds and notes payable
Lease obligations
Other noncurrent liabilities
Total noncurrent liabilities
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted
Nonexpendable
Expendable:
Scholarships, research, instruction, other
Loans
Capital projects
Unrestricted
Total net assets

See accompanying Notes to Financial Statements.

2003

803,108
92,526,814
23,442,996
23,076,607

2,286,408
3,017,439
3,848,281
8,155,791

2002

812,705
79,652,459
23,914,554
22,076,564

1,966,061
3,575,302
3,480,604
7,079,992

157,157,444

142,558,241

413,607,087
16,009,358
448,654,801

425,886,931
15,996,553
389,712,153

878,271,246

831,595,637

1,035,428,690

974,153,878

15,457,227
2,038,049
14,482,094
2,282,019
13,873,552
2,865,818
3,670,710
1,152,392
3,356,651
84,040,191
6,930,247

9,541,859
1,545,289
17,958,813
2,382,228
14,203,701
3,398,424
3,985,261
947,085
2,697,036
75,016,203
10,048,705

150,148,950

141,724,604

6,255,103
191,802,690
2,176,478
15,134,905

4,064,955
195,024,747
2,281,530
16,161,686

215,369,176

217,532,918

365,518,126

295,364,983
16,690,881

76,196,374
4,408,640
22,761,454
254,488,232

359,257,522

256,574,158

15,365,724

72,856,935
4,290,841
20,377,770
245,430,928

669,910,564

614,896,356




AUBURN UNIVERSITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

OPERATING REVENUES
Tuition & fees, net of scholarship allowances of
$27,004,383 and $22,854,604, respectively

Federal appropriations 13,252,854 12,991,411
Federal grants & contracts 71,474,245 67,850,758
State & local grants & contracts 11,100,345 11,238,228
Nongovernmental grants & contracts 8,977,548 6,625,109
Sales & services of educational departments 19,687,423 18,828,763
Auxiliary revenue, net of scholarship allowances of
$1,371,719 and $1,229,741, respectively 54,987,426 56,802,965
Other operating revenue 13,300,055 13,607,916
Total operating revenues 351,314,074 324,442,402
OPERATING EXPENSES
Compensation & benefits 363,394,186 328,539,101
Scholarships & fellowships 12,805,246 14,555,172
Other supplies & services 154,999,327 136,265,845
Depreciation 26,724,468 23,579,650
Loss on impairments & disposals 7,881,101 16,680,946
Total operating expenses 565,804,328 519,620,714
Operating loss (214,490,254) (195,178,312)
NONOPERATING REVENUES (EXPENSES)
State appropriations 207,158,067 200,983,243
Gifts 17,911,527 18,683,761
Net investment income 27,124,292 10,086,312
Interest expense on capital debt (7,169,293) (9,215,531)
Other nonoperating revenues (expenses), net (2,214,561) 3,583,726
Nonoperating revenues, net 242,810,032 224,121,511
Income before other changes in net assets 28,319,778 28,943,199
OTHER CHANGES IN NET ASSETS
Capital appropriations 14,555,168 11,421,805
Capital gifts & grants 9,571,770 8,241,431
Additions to permanent endowments 2,767,492 2,419,873
Net increase in net assets 55,014,208 51,026,308
Net assets - beginning of year 614,896,356 563,870,048

Net assets - end of year

See accompanying Notes to Financial Statements.

2003

$ 158,534,178

$ 669,910,564

2002

$ 136,497,252

$ 614,896,556



AUBURN UNIVERSITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Tuition & fees
Federal appropriations
Grants & contracts
Sales & service of educational departments
Auxiliary enterprises
Other operating revenues
Payments to suppliers
Payments for employee compensation & benefits
Payments for scholarships & fellowships
Student loans issued
Student loans collected
Net cash used in operating activities

State appropriations

Gifts for other than capital purposes

Increase (decrease) in outstanding checks in excess
of bank balance

Amount paid to annuitants
Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Proceeds from capital debt
Capital appropriations
Capital grants & gifts received
Purchase of capital assets
Proceeds received from sale of capital assets
Principal paid on debt & capital leases
Interest paid on debt & capital leases

Net cash provided by (used in) capital

and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale and maturities of
investments and reinvestments
Investment Income
Purchases of Investments
Net cash provided by (used in) investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
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2003

$ 158,616,069

13,252,854
92,846,132
19,930,455
55,377,177
12,409,561
(160,744,046)
(356,218,333)
(12,805,246)
(4,087,029)
3,416,992

(178,005,414)

207,158,067
20,220,785

5,915,368
0

233,294,220

90,480,882
14,355,168
6,553,719
(91,036,758)
626,250
(94,112,928)

(9,252,380)

(82,386,047)

1,131,171,709
18,647,718

(1,122,751,783)
27,087,644

(9,597)

812,705

$ 805,108

2002

$ 134,639,653
12,991,411
77,659,784
18,590,664
60,724,458
13,585,517

(124,148,766)
(323,198,499)
(14,562,272)
(3.572,731)
3,039,608

(144,251,173)

200,983,243
21,103,634

(5,153,586)
(5,000)

216,928,291

98,153,612
11,421,805
5,468,221
(82,619,630)
197,610
(9.643,195)

(9,630,886)

13,347,537

803,347,260
24,270,510

(913,808,658)
(86,190,888)

(166,233)

978,938

s 812705



AUBURN UNIVERSITY
STATEMENTS OF CASH FLOWS (Continued)
FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

RECONCILIATION OF OPERATING LOSS TO NET
CASH USED IN OPERATING ACTIVITIES:

Operating loss
Adjustments to reconcile operating loss to net
cash used in operating activities:
Depreciation and amortization expense
Loss on impairments & disposals
Write-off (reinstatement) of loans receivable
Changes in assets and liabilities:
Accounts receivable
Student accounts receivable
Advances
Inventories
Deferred revenue
Accounts payable
Prepaid expenses
Accrued salaries, wages and compensated absences
Student deposits and deposits held in custody
Loans to students
Other accrued liabilities
Noncurrent liabilities - current portion
Other noncurrent liabilities
Net cash used in operating activities

SUPPLEMENTAL NONCASH ACTIVITIES INFORMATION
Capital assets acquired with a liability at year-end

Gifts of capital assets

Capital assets acquired through capital leases

See accompanying Notes to Financial Statements.

$

2003

(214,490,254%)

26,724,468
7,881,101
336,885

701,351
(1,000,043)
492,760
(367,677)
9,023,988
(6,477,464)
(1,075,799)
1,759,790
864,922
(670,037)
(399,548)
(176,454)
(1,133,403)

$

(178,005,414)

3,000,745
2,788,258
304,935

2002

$ (195,178,312)

23,691,540
16,680,946
(263,076)

(8,724,495)
(1,908,786)
(4,094,655)
(273,488)
20,102,767
6,379,162
(505,887)
606,341
142,907
(533,123)
(567,323)
176,454
17,855

$

(144,251,173)

2,676,558
2,986,850
449,100
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YEARS ENDED SEPTEMBER 50, 2003 AND 2003
(1) NATURE OF OPERATIONS

Auburn University (the University) is a land grant university originally chartered on February 1, 1856, as the East
Alabama Male College. The Federal Land Grant Act of 1862, by which the University was established as a land-grant uni-
versity, donated public lands to several states and territories with the intent that the states would use these properties for
the benefit of agriculture and the mechanical arts. Several pertinent laws dictate specific purposes for which the land
may be used. In 1960, the Alabama State Legislature officially changed the name of the University to Auburn University.
The University has two campuses, Auburn and Montgomery, with a combined enrollment of 28,450 students for Fall
Semester, 2003. It serves the State of Alabama, the nation and international business communities through instruction of
students and the advancement of research and outreach programs. By statutory laws of the State of Alabama, the
University is governed by a Board of Trustees (the Board) appointed by the Governor of the State of Alabama and
approved by the Alabama State Senate.

The accompanying financial statements of the University have been prepared in accordance with accounting prin-
ciples generally accepted in the United States of America, as prescribed by the Governmental Accounting Standards Board
(GASB) and all Financial Accounting Standards Board (FASB) pronouncements issued before November 30, 1989, unless
FASB conflicts with GASB. The accompanying financial statements include the following four divisions of the University:

Auburn University Main Campus

Auburn University at Montgomery
Alabama Agricultural Experiment Station
Alabama Cooperative Extension System

Reporting Entity

Auburn University, a publicly supported, state-funded institution, is a component unit of the State of Alabama and
is included in the Comprehensive Annual Financial Report of the State. However, the University is considered a separate
reporting entity for financial statement purposes.

The University, as a public corporation and instrumentality of the State of Alabama, is exempt from federal
income taxes under Section 115 of the Internal Revenue Code. Certain transactions, primarily from the bookstore, air-
port, and the hotel and conference center, may be taxable as unrelated business income under Internal Revenue Code
Sections 511 to 514.

Contributions to the University are primarily received through Auburn University Foundation and are deductible by
donors as provided under Section 170 of the Internal Revenue Code, consistent with the provisions under
Section 501(c)(3).

The University has no component units, as defined by GASB Statement No. 14, The Financial Reporting Entity;
however, the University does have two affiliated organizations, the Auburn University Foundation, which solicits, collects,
directs and manages contributions to the University for academic and athletic programs, and the Auburn Alumni
Association, which fosters and enhances relationships between alumni, students and friends of Auburn University and its
mission. Summary financial statements for these organizations are reported in Note 19.

Financial Statement Presentation
In June 1999, the GASB issued Statement No. 34, Basic Financial Statements-and Management's Discussion and

Analysis- for State and Local Governments. In November 1999, the GASB issued Statement No. 35, Basic Financial
Statements-and Management's Discussion and Analysis for- Public Colleges and Universities. The University was required
to adopt GASB Statements No. 34 and 35 effective for the fiscal year ended September 30, 2002. GASB Statements No.
34 and 35 establish standards for external financial reporting for public colleges and universities on an entity-wide per-
spective and require that resources be classified in three net asset categories:
® Invested in capital assets, net of related debt: Capital assets, net of accumulated depreciation and outstanding
principal balances of debt attributable to the acquisition, construction, or improvement of those assets.
® Restricted net assets:

Nonexpendable - Net assets subject to externally imposed stipulations that they be maintained perman-

ently by the University. Such assets are the University's permanent endowment funds.

Expendable - Net assets whose use by the University are subject to externally imposed stipulations

that can be fulfilled by actions of the University pursuant to those stipulations or that expire by the

passage of time.
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® Unrestricted net assets: Net assets that are not subject to externally imposed stipulations. Unrestricted net
assets may be designated for specific purposes by action of management or may otherwise be limited by contractual
agreements with outside parties. Substantially all unrestricted net assets are designated for academic and research pro-
grams and initiatives, capital programs, and auxiliary units.

When an expense is incurred for purposes for which both unrestricted and restricted net assets are
available, it is the University's policy to consider each transaction individually in making a decision about whether the
expense will be paid from unrestricted or restricted net assets.

GASB Statement No. 35 also requires three statements: the statement of net assets, the statement of revenues,
expenses, and changes in net assets, and the statement of cash flows.

Basis of Accounting

The financial statements of the University have been prepared on the accrual basis and all significant, interdivi-
sional transactions between auxiliary units and other funds have been eliminated. The University reports as a Business
Type Activity (BTA) as defined by GASB No. 35. BTA's are those institutions that are financed in whole or in part by fees
charged to external parties for goods or services. Under BTA reporting, it is also required that statements be prepared
using the economic resources measurement focus.

GASB Statement No. 35 requires the recording of depreciation on capital assets, accrual or deferral of revenue
associated with certain grants and contracts, accrual of interest expense, accounting for certain scholarship allowances as
a reduction of revenue, classification of federal refundable loans as a liability, and capitalization and depreciation of
equipment with a sponsor reversionary interest.

Use of Estimates

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

Reclassifications
Certain reclassifications have been made to the 2002 financial statements in order to conform them to the 2003
financial statement presentation. The reclassifications had no impact on net assets.

(2) SIGNIFICANT ACCOUNTING POLICIES

Cash & Cash Equivalents

Cash and cash equivalents are defined as currency on hand, funds in demand depository accounts at banks or
other financial institutions, and deposits in cash management pools that have the characteristics of a demand deposit
account and that is to be used for a current purpose.

Investments

The University records investments at market value in accordance with GASB Statement No. 31, Accounting and
Reporting for Certain Investments and for External Investment Pools. In accordance with the provisions of this pronounce-
ment, investments are recorded at their fair market value with all investment income, including changes in the fair value
of investments, reported as revenue in the financial statements.

Operating investments consist of cash and investments designated for current operations. Investment for capital
and student loan activities are those funds that are intended to be used for the related specific activities.

Investments recorded as endowment and life income are those funds that are considered by management to be of long
duration. Investments received by gift are recorded at fair market value or appraised value on the date of receipt.
Investments in real estate are stated at cost, except those received by gift which are stated at appraised value on date of
receipt. Investment income is recorded on the accrual basis of accounting.

Cash equivalents are defined as highly liquid debt instruments readily convertible into cash and with maturities at
date of acquisition of three months or less. Cash and cash equivalents can be both current and noncurrent with endow-
ment, life income, and other long-term investments classified as noncurrent. Cash restricted or designated for payment of
noncurrent obligations and investments is not available for current use.

Inventories

Units currently holding inventories include Facilities, Chemistry Supply Store, Animal Clinic Pharmacy, Bookstores,
Campus Mall, Copycat Duplicating Service, and Ralph Draughon and AUM Libraries. All inventories are valued at the lower
of cost or market and are considered to be current assets.
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Capital Assets

Capital expenditures for, and gifts of, land, buildings and equipment are carried at cost at date of acquisition or,
in the case of gifts, at fair market value at the date of donation. Depreciation is computed on a straight line basis over
the estimated useful lives of buildings and building improvements (40 years), land improvements and infrastructure (10 -
40 years), library collection (10 years) and inventoried equipment (5 - 18 years). The threshold for capitalizing buildings
and infrastructure is $25,000. Expenditures for maintenance, repairs and minor renewals and replacements are expensed
as incurred; major renewals and replacements are capitalized if they meet the $25,000 threshold. Equipment is capital-
ized if the cost exceeds $2,500 and has a useful life of more than one year. All buildings are insured through the State of
Alabama Property Insurance Fund.

The University reviews its long-lived assets for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured
by comparison of the carrying amount of the asset to future net cash flows expected to be generated by the asset. If an
asset is considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying
amount of the asset exceeds the asset’s fair value.

Art collections and historical treasures are capitalized but not depreciated and valued at cost or fair market value
at the date of purchase or gift, respectively. These collections are preserved and held for public exhibition, education and
research.

Deferred Revenues

Deferred revenues include funds received in advance of an event, such as tuition and fees and advance ticket
sales for athletic events. Net student tuition and fee revenues and housing revenues for the Fall Semester are recognized
in the fiscal year in which the related revenues are earned. Ticket sale revenues for athletic events are recognized propor-
tionately as the related games are played. Deferred revenues also consist of amounts received from grant and contract
sponsors which have not yet been earned under the terms of the agreements. All deferred revenue is classified as a cur-
rent liability.

Classification of Revenues
The University has classified its revenues as either operating or nonoperating according to the following criteria:

Operating Revenues: Operating revenues include activities that have the characteristics of exchange
transactions, such as (1) student tuition and fees, net of scholarship discounts and allowances, (2)
sales and services of auxiliary enterprises, net of scholarship discounts and allowances, (3) most fed-
eral, state and local grants and contracts and federal appropriations, and (4) interest on institutional
student loans.

Nonoperating Revenues: Nonoperating revenues include activities that have the characteristics of
nonexchange transactions, such as gifts and contributions, and other revenue sources that are defined as non-
operating revenues by GASB Statement No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust
Funds and Governmental Entities That Use Proprietary Fund Accounting. In accordance with GASB Statement No.
35,certain significant revenues on which the University relies to support its operational mission are now required
by the GASB to be recorded as nonoperating revenues. These revenues include state appropriations and private
gifts and investment income, including realized and unrealized gains and losses on investments.

Student Tuition, Fees and Scholarship Discounts and Allowances

Student tuition and fee revenues, and certain other revenues from students are reported net of scholarship dis-
counts and allowances in the statement of revenues, expenses, and changes in net assets. Scholarship dis-
counts and allowances represent the difference between the stated charge for goods and services provided by the
University and the amount that is paid by students and/or third parties making payments on the students' behalf.

Auxiliary Enterprises Revenues

Sales and services of auxiliary enterprises primarily consist of revenues generated by Athletics, Bookstore,
Housing, Printing, Telecommunications and the Auburn University Hotel and Dixon Conference Center, which are
substantially self supporting activities that provide services for students, faculty and staff.

Compensated Absences

The University reports employees' accrued annual leave and sick leave at varying rates depending upon employee
classification and length of service, subject to maximum limitations. Upon termination of employment,
employees are paid all unused accrued vacation at their regular rates of pay up to a designated maximum number
of days. GASB Statement No. 35 requires the amount of compensated absences that are due within one year of
the statement date to be classified as a current liability. Because this amount cannot be known reliably in
advance, the current liability is estimated, based on a three year average cost of annual and sick leave taken by
eligible employees.
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Pledged Revenue

The University normally does not receive gift pledges. All pledged revenue representing unconditional promises
to give is received by the Auburn University Foundation and later disbursed in accordance with the donors' wishes for the
benefit of the University.

(3) CASH

The Board is authorized to invest all available cash. The University maintains a cash pool that is available for use
by all funds with the exception of the endowment funds which are separately invested with outside investment managers.
These cash pool assets are invested in money market accounts and fixed income securities such as U. S. Treasury obliga-
tions, federal agency obligations, municipal bonds, commercial paper, banker's acceptances, repurchase agreements and
certificates of deposit.

The Board approves all banks or other institutions as depositories for University funds. Effective January 1, 2001,
the depository must provide annual evidence of its continuing designation as a qualified public depository under the
Security for Alabama Fund Enhancement Act (SAFE). The enactment of the SAFE program changed the way all Alabama
public deposits are collateralized. In the past, the bank pledged collateral directly to each individual public entity. Under
the mandatory SAFE program, each qualified public depository (QPD) is required to hold collateral for all its public
deposits on a pooled basis in a custody account established for the State Treasurer as SAFE administrator. In the unlikely
event a public entity should suffer a loss due to QPD insolvency or default, a claim form would be filed with the State
Treasurer who would use the SAFE pool collateral or other means to reimburse the loss.

(4) INVESTMENTS

The Board is responsible for the management of the University's investments. The endowment funds and the
cash pool assets are invested in accordance with policies established by the Board. The Board has delegated the authori-
ty for investment of the endowment funds' assets to professional investment managers while maintaining centralized man-
agement of the cash pool.

Preservation of capital is regarded as the highest priority in investing of the cash pool. It is assumed that all
investments will be suitable to be held to maturity. The portfolio is structured in such a manner to provide sufficient lig-
uidity to pay obligations as they become due. The portfolio strives to provide a stable return consistent with investment
policy. University entities that are authorized to participate in the University's cash pool receive monthly distributions
based on 80% of the cash pool's monthly yield rate.

Bond proceeds are invested in accordance with the bond agreements. The University's bond agreements general-
ly permit bond proceeds and debt service funds to be invested in obligations in accordance with University policy in terms
maturing on or before the date funds are expected to be required for expenditures or withdrawal. Certain bond inden-
tures require the University to invest amounts held in certain construction funds, redemption funds and bond funds in fed-
eral securities, eligible certificates or eligible investments.

Diversification through asset allocation is utilized as a fundamental risk strategy for endowed funds. These strate-
gic allocations represent a blend of assets best suited, over the long term, to achieve maximum returns without violating
the risk parameters established by the Board. Authorized investments of endowment portfolios include the following:
cash and cash equivalents; fixed income securities, both domestic and foreign; equity securities, both domestic and for-
eign; and mutual funds.

Earnings distributions are made annually from endowed funds. Pursuant to the passage of the Uniform
Management of Institutional Funds Act, which was enacted by the Legislature of Alabama and signed into law effective
August 31, 1993, the Board has adopted the total return concept that allows for the expenditure of "net appreciation, real-
ized and unrealized, in the fair value of the assets of endowment funds over the historical dollar value of the funds." In
order to conform to the standards for fiduciary management of investments, the Board has also adopted a spending plan
which limits the distribution of endowment income and net appreciation to not less than 3% or more than 6% of the aver-
age market value of endowment assets over the previous three years. The distribution rate approved by the Board for the
September 30, 2003 fiscal year was 4.0%. In addition, the Board approved the utilization, if necessary, of realized
endowment gains to meet the spending rate with all remaining endowment gains reinvested in the pool. Realized and
unrealized gains and (losses) on endowments and funds functioning as endowments total $20,744,875 and $(4,348,346)
at September 30, 2003 and September 30, 2002, respectively, and they are recorded as unrestricted net assets.

At September 30, 2003, the University's investments are all in Category 1 or are non-categorized. Category 1
includes investments that are insured or registered, or are held by the University or its agent in the University's name.
Non-categorized investments include mutual funds and real estate.

23



Category 1

2003 2002

Current Assets

Operating investments 92,526,814 79,652,459

Total investments classified as current 92,526,814 79,652,459
Noncurrent Assets

Money market funds 19,877,880 26,648,366

U.S. government securities 304,934,639 331,499,340

Bonds and preferred stock 19,355,427 16,316,503

Index fund 27,065,077 (0]

Common stock and convertible securities 41,344,608 50,430,234
Total Category 1 investments classified as noncurrent 412,577,631 424,894,443
Total Category 1 investments $ 505,104,445 504,546,902
Non-categorized real estate investments 740,750 740,750
Non-categorized mutual fund investments 288,706 251,738
Total non-categorized investments $ 1,029,456 992,488
Total investments $ 506,133,901 505,539,390

Included in the above amounts are funds held for pending capital expenditures as follows at September 30,
2003: $10,951,816, Forestry Building; $26,999,796, 2001A General Fee Bond Proceeds; $5,070,000, 2001A Athletic
Bond Proceeds; $9,003,623, 2003 General Fee Bond proceeds; $33,268,674, deferred maintenance building fund;
and $7,492,324 for the General Liability Trust.

At September 30, 2002 the above amounts include funds held for pending capital expenditures as follows:
$11,150,406, Forestry Building; $55,326,557, 2001A General Fee Bond Proceeds; $11,419,386, 2001A Athletic Bond
Proceeds; $56,307,415, deferred maintenance building fund and $7,423,822 for the General Liability Trust.

Market risk (interest rate risk) is the potential for changes in the value of financial instruments due to market
changes. The Board understands that in order to achieve its objectives, investments can experience volatility of returns
and fluctuations of market value. The Board will tolerate volatility as measured against the risk/return analysis of the
appropriate market indices. The indices serve as a measure of performance.

(5) FUNDS HELD IN TRUST

In addition to endowment and similar funds carried on the University's financial statements, the University is the
beneficiary of income earned on a number of Auburn University Foundation endowments. The cost of these funds was
$121,825,689 and $123,777,337 and the market value was $123,204,883 and $104,562,624 at September 30, 2003
and September 30, 2002, respectively. The portion of endowment income received by the University from these funds
was $4,325,304 and $4,944,881 for the fiscal years ended September 30, 2003 and September 30, 2002, respectively.

In addition the University has been named as a beneficiary of a foundation with investments having a cost of
$2,898,004 and $3,248,251 and a market value of $2,819,419 and $2,617,254 at September 30, 2003 and September
30, 2002, respectively.

The University is the beneficiary of the income earned on two additional trusts. The cost of investments held by
these trusts was $753,000 as of September 30, 2003 and September 30, 2002. The income received from the two trusts
was $21,970 and $79,860 for the fiscal years ended September 30, 2003 and September 30, 2002, respectively

(6) ACCOUNTS RECEIVABLE
Accounts receivable and the allowances for doubtful accounts at September 30, 2003 and September 30, 2002
are as follows:

2003 2002
Federal, State & Local Government 9 20,587,787 21,996,033
General 1,227,098 653,392
Less Allowance for Doubtful Accounts (45,908) 3,837)
Auxiliary 1,396,448 1,221,976
Less Allowance for Doubtful Accounts - (2,000)
Capital 277,571 47,778
Other - 1,212
Total 23,442,996 23,914,554
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STUDENT ACCOUNTS RECEIVABLE

2003 2002

Unrestricted General $ 19,906,116 19,596,786

Less Allowance for Doubtful Accounts (347,159) (553,541)
Unrestricted Auxiliary 3,621,869 3,138,295

Less Allowance for Doubtful Accounts (104,219) (104,976)
Total $ 23,076,607 22,076,564
(7) CAPITAL ASSETS

Capital assets consisted of the following at September 30, 2003 and 2002 (dollars in thousands):
September 30, 2002 Additions Deletions September 30, 2003

Capital assets not being depreciated

Land $ 15,196 $ - $ - $ 15,196

Art & Collectibles 1,793 759 (16) 2,536

Construction in Progress 43,622 71,922 (75,175) 40,369

Livestock 1,391 957 (905) 1,443

Total capital assets not

being depreciated: 62,002 73,638 (76,096) 59,544
Capital assets being depreciated

Land Improvements 16,796 3,867 - 20,663

Buildings 447,523 67,169 (2,268) 512,424

Equipment 139,077 14,346 (11,516) 141,907

Infrastructure 69,826 6,544 (6,979) 69,391

Library Books 102,329 5,275 (48) 107,556

Total capital assets being depreciated 775,551 97,201 (20,811) 851,941
Less accumulated depreciation for

Land Improvements 5,245 1,120 - 6,365

Buildings 228,560 8,948 - 237,508

Equipment 94,057 11,072 (10,189) 94,940

Infrastructure 34,799 1,592 (1,413) 34,978

Library Books 85,180 3,907 (48) 89,039
Total accumulated depreciation 447,841 26,639 (11,650) 462,830
Total capital assets being

depreciated, net 327,710 70,562 (9,161) 389,111
Capital assets, net $ 389,712 $ 144,200 $ (85,257) $ 448,655

During the fiscal years ended September 30, 2003 and 2002, the University received $14.4 million and $11.4 mil-
lion, respectively, from the State of Alabama to fund construction. These revenues are classified as capital appropriations
on the Statement of Revenues, Expenses and Changes in Net Assets.

During fiscal year 2003, the AU Hotel and Dixon Conference Center identified problems with the exterior brick
work on the facility due to the original construction methods employed in 1986 and, as a result, the exterior of the build-
ing is undergoing extensive repair and remediation. Management has recognized an impairment charge associated with

the net book value of the replaced assets in the amount of approximately $2.3 million.
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(8) LONG-TERM DEBT

Bonds, notes and lease obligations are collateralized by certain real estate, equipment and pledged revenues (See
Note 9.)

Bonds Payable Balance at Principal Balance at
September 30, 2002 New Debt Repayment September 30, 2003

1993 General Fee Revenue

bonds, $46,140,000 face

value, 5.1% to 5.25%, due

annually through 2017. 9 38,120,000 $ - 9 (38,120,000) $ -

1993 Housing

and Dining Revenue

bonds, $16,920,000

face value, 5.1%

to 5.25%, due annually

through 2012. 15,005,000 - (15,005,000) -

1993 Athletic Revenue

bonds, $28,520,000 face

value, 5.1% to 5.25%, due

annually through 2010. 22,000,000 - (22,000,000) -

1972 Student Facilities

bonds, $2,560,000 face

value, 5.5%, due annually

through 2004, a reserve of

$205,052 and an annual

Housing and Urban

Development debt service

grant of $51,276. 350,000 - (170,000) 180,000

1971 Auburn University at

Montgomery Student

Facilities bonds,

$950,000 face value,

7.0%, due annually through

2005,a reserve of $98,084

and an annual Housing

and Urban Development

debt service grant of $20,536. 120,000 - (40,000) 80,000

1978 Auburn University at

Montgomery Dormitory

Revenue bonds, $3,279,000

face value, 3.0%, due

annually through 2018, a

reserve of $174,905 and a

$125,347 contingency fund. 1,925,000 - (90,000) 1,835,000

1997 IDB AU Hotel Revenue

bonds, $10,000,000 face

value, 7.0% to 8.75%, due

annually through 2015. 9,105,000 - (9,105,000) -

1997 IDB AU Hotel Revenue

bonds, $1,700,000 face

value, 10.0% to 11.5% , due

annually through 20086. 1,055,000 - (1,055,000) -

2001 General Fee Revenue

bonds,$19,460,000 face

value, 3.8% to 5.0%, due

annually through 2011. 17,965,000 - (1,625,000) 16,340,000
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Bonds Payable Balance at Principal Balance at
September 30, 2002 New Debt Repayment September 30, 2003

2001A General Fee Revenue

bonds, $74,750,000 face value,

5.0% to 6.0% due annually

through 2026. 74,750,000 - - 74,750,000

2001A Athletic Revenue bonds,

$24,412,607 face value,

2.8% to 5.49%, due annually

through 2021. 24,015,143 - (385,796) 23,629,347

2003 General Fee Revenue

bonds, $49,460,000 face

value, 1.45% to 5.25%,

due annually through 2016. - 49,460,000 (2,400,000) 47,060,000

2003 Athletic Revenue bonds,

$21,900,000 face value,

2.25% to 5.0%, due

annually through 2010. - 21,900,000 (2,615,000) 19,285,000

2003 Housing and Dining

Revenue bonds, $15,645,000

face value, 1.4% to 5.0%,

due annually through 2012. - 15,645,000 (685,000) 14,960,000

Total Bonds Payable 204,410,143 87,005,000 (93,295,796) 198,119,347

Plus unamortized bond

premium 1,509,189 4,709,871 (813,069) 5,405,991

Less unamortized bond

discount (1,002,403) (81,598) 56,877 (1,027,124)

Less unamortized cost

of issuance (1,474,276) (1,315,178) 412,566 (2,376,888)

Less unamortized loss on

refunding - (3,180,766) 745,176 (2,435,590)

203,442,653 87,137,329 (92,894,246) 197,685,736

Notes Payable

1998 Alabama Higher Education

Equipment Loan Authority notes,

$2,500,000 face value, 3.67% to

4.18%, due semiannually

through 2006. 1,164,287 - (479,909) 684,378

Total Notes Payable 1,164,287 - (479,909) 684,378

Less: Current Portion
Bonds Payable (9,135,796) (6,356,832)
Notes Payable (479,909) (316,039)
Bond Premium (115,868) (800,693)
Bond Discount 45,484 56,877
Cost of Issuance 103,896 319,934
Loss on Refinancing 0 529,329

Total Noncurrent Bonds

and Notes Payable $ 195,024,747 $ 191,802,690

27



On January 15, 2003, March 6, 2003, and March 13, 2003, the Athletic Revenue bonds Series 1993, the General Fee
Revenue bonds Series 1993 and the Housing & Dining Revenue bonds Series 1993, respectively, were currently refunded
from the proceeds of new issues, outlined below:

Athletic General Fee Housing & Dining
Revenue Revenue Revenue
Outstanding Balances $ 22,000,000 $ 38,120,000 $ 15,005,000
New Issue Balances 21,900,000 49,460,000 15,645,000
Refunding Loss 912,619 1,595,852 672,295
Long -Term Debt Service
Reduction 985,736 - 788,851
Economic Gain 884,255 1,878,448 808,021

The difference between the reacquisition price and net carrying amounts have been recognized as a loss on defea-
sance of $3,180,765 in the Statement of Revenues, Expenses and Changes in Net Assets as an Operating Expense.
Though the refunding resulted in an accounting loss, the University has realized an economic gain totaling $3,570,724
resulting from the difference between the present values of the old and new debt service payments. On March 6, 2003, the
University defeased, from operating funds, $8,885,000 of The Industrial Development Board of the City of Auburn
Variable/Fixed Rate Tax-Exempt Bonds, Series A (AU Hotel, Ltd. Project) and $890,000 of The Industrial Development Board
of the City of Auburn Taxable Revenue Bonds, Series B (AU Hotel, Ltd. Project). A loss of $1,819,607 was recorded when
these bonds were defeased. Previously, the University had defeased the 1979 Revenue Bonds. Under the trust agreements,
funds deposited in the trust accounts were invested in obligations of the U. S. government. Neither the assets of the trust
accounts nor the defeased indebtedness are included in the accompanying Statement of Net Assets. The principal out-
standing on the defeased Industrial Development Board Series A, Series B, and the 1979 Revenue bonds at September 30,
2003 was $8,885,000, $890,000 and $720,000, respectively.

Future Debt Service
Future debt service payments for each of the five fiscal years subsequent to September 30, 2003, and thereafter,
are as follows:

Bonds Payable Notes Payable

Year
Ending September 30 Principal Interest Principal Interest
2004 $ 6,356,832 8,142,699 316,039 $ 22,992
2005 8,776,144 7,945,712 142,781 13,920
2006 10,096,942 7,679,364 148,811 7,889
2007 10,387,903 7.361,113 76,747 1,604
2008 10,772,440 7,048,282 - -
2009-2013 54,420,295 32,889,783 - -
2014-2018 42,260,484 27,994,029 - -
2019-2023 33,733,307 17,291,699 - -
2024-2027 21,315,000 2,166,250 - -
Total Future Debt Service $ 198,119,347 $ 118,518,931 3 684,378 $ 46,405

Capital Lease Obligations

The Montgomery campus of Auburn University is acquiring a building under a capital lease agreement which pro-
vides for the University to purchase the building over a period of 25 years. The University also leases certain items of
equipment which are classified as capital leases.
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Balance at
Lease Obligations

Building $ 2,025,000
Equipment 546,589
Total lease obligations $ 2,571,589

September 30, 2002

New
Debt

$ -
304,935

$ 304,935

Principal Balance at
Repayment September 30, 2003
$ (115,000) 1,910,000
(222,223) 629,301
$ (337,223) 2,539,301

Minimum lease payments under capital leases together with the present value of the net minimum lease payments

are shown in the table below:

2003-04
2004-05
2005-06
2006-07
2007-08
2008-20153
2013-2018

Minimum lease
payments

Less interest

Present value of minimum
lease payments

Less current portion

Long-term lease obligations

Building

$ 210,063
214,842
214,122
218,048
211,450

1,063,436
424,750

2,556,711
(646,711)

1,910,000
(120,000)

$ 1,790,000

Equipment Total

$ 271,933 481,996
205,229 420,071
145,874 359,996

53,591 271,639

7,301 218,751

- 1,063,436

- 424,750

683,928 3,240,639
(54,627) (701,338)
629,301 2,539,301
(242,823) (362,823)

5 586,478 2,176,478

The University has entered into various operating leases for equipment. It is expected that, in the normal course

of business, such leases will continue to be required. Net expenditures for rentals under operating leases for the years

ended September 30, 2003 and 2002 amounted to approximately $2.3 million and $2.2 million, respectively.

(9) PLEDGED REVENUES

Pledged revenue for 2003 and 2002 as defined by the Series 2001, 2001A and 2003 General Fee Revenue

Trust Indentures is as follows:

Student fees collected:
Less AUM fees
Less fees pledged for specific purposes:
Student Union Building
($10.50 per student per semester)
Athletic fees ($18 per student
per semester)

Total general fees pledged

2003 2002
$ 158,534,178 136,497,252
(13,852,195) (12,393,111)
(558,225) (549,381)
(959,057) (938,917)
$ 143,164,701 122,615,843
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Pledged revenue for 2003 and 2002 as defined by the Series 2001A and 2003 Athletic Revenue Trust Indentures
is as follows:

2003 2002

Jordan Hare and Other Revenues:

Television and broadcast revenues 9 5,850,852 6,335,517

Conference and NCAA distributions 6,167,945 4,080,525

Sales and services revenues 16,594,213 14,390,365

Student fees 959,057 938,917

Game settlements 1,315,000 1,372,000

Other income 2,950,498 1,606,076
Total Athletic revenues pledged $ 33,837,565 28,723,400

Pledged revenue for 2003 and 2002 as defined by the Series 2003 Housing and Dining Revenue Trust Indenture is
as follows:

2003 2002
Housing Revenues:
Room rental $ 7,969,332 7,936,719
Other income 269,602 236,686
Total Housing revenues pledged $ 8,238,934 8,173,405

The Auburn University dormitory occupancy rate for Fall Semester, 2003 and Fall Semester, 2002 was 96.2% and
100%, respectively (unaudited).

2003 2002
Food Services Revenues:
Other income ) 416,545 442,250
Total Food Services revenues pledged 9 416,545 442,250

Pledged revenues and related expenses for 2003 and 2002 as defined by the Series 1972A Auburn University
Student Facilities Trust Resolution are as follows:

Student fees noted below represent pledged fees and are commingled with revenues from other sources.
All expenditures and transfers are made from total revenues of combined sources; therefore, the following statement
of revenues, transfers and expenditures of the combined sources is presented for the years ended September 30, 2003
and September 30, 2002.

2003 2002
Revenues:
Student fees ($10.50 per student per semester) $ 558,225 549,381
Sales and services 357,262 344,666
Other revenue 6,615 3,491
Total revenues 922,102 897,538
Expenditures and Transfers:
Personnel cost 654,176 655,142
Operating expenditures 29,445 14,999
Transfers - (116)
Total expenditures and transfers 683,621 670,025
Excess of revenues over expenditures and transfers 238,481 227,513
Net Assets at beginning of year 700,916 473,403
Net Assets at end of year $ 939,397 700,916
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Pledged revenues and related expenses for 2003 and 2002 as defined by the 1978 Auburn University at
Montgomery Trust Indenture are as follows:

The following summary shows the revenues, expenditures and transfers from operations of the dormitories of
Auburn University at Montgomery (AUM) for the years ended September 30, 2003 and September 30, 2002.

2003 2002

Revenues:

Room rental $ 605,120 542,876

Other income 5,740 6,885

Total revenues 610,860 549,761
Expenditures and Transfers:

Personnel cost 265,245 311,182

Operating expenditures 281,743 298,400

Transfers 150,041 136,494

Total expenditures and transfers 697,029 746,076
(Deficit) of revenues over expenditures and transfers (86,169) (196,315)
Net Assets at beginning of year 6,578 202,893
Net Assets at end of year 9 (79,591) 6,578

The AUM dormitory occupancy rate for Fall Semester, 2003 and Fall Semester, 2002 was 96% and 86.36%,
respectively (unaudited).

The University levies a $20 fee against all students enrolled at AUM as a pledge for payments of principal and
interest on the Student Facilities Bonds of 1971. A separate statement of the pledged fees is not available as these fees
are commingled with revenues from other sources including an additional fee of $7 per student levied for additional con-
struction costs. Funds are transferred from the combined revenues to the Student Facilities Bond Fund for servicing debt
as considered necessary. During 2003, principal and interest payments of $33,932 were made from the 1971 AUM

Student Facilities Bond Reserve.

(10) DEMUTUALIZATION

In December, 2001, the Prudential Insurance Company was demutualized and shares of stock were issued to the
participants. The University received 115,252 shares of Prudential Financial stock from the demutualization and the deci-
sion was made in February, 2002 to sell the shares. Proceeds from this transaction of $3,507,756 are included in the

Statement of Revenues, Expenses and Changes in Net Assets as other nonoperating revenues, net for fiscal year 2002.

(11) RETIREMENT PROGRAMS

The employees of the University are participants in two defined benefit plans, two defined contribution plans

(403(b) and 457(b) tax deferred annuities) and a deferred compensation plan as follows:

A. Teachers' Retirement System of Alabama

The University contributes to the Teachers' Retirement System of Alabama (TRS), a cost sharing, multiple-employ-
er, public employee retirement system for the various state-supported educational agencies and institutions. This plan is
administered by the Retirement Systems of Alabama.

Substantially all employees are members of the Teachers' Retirement System. Membership is mandatory for cov-
ered or eligible employees. Benefits vest after ten years of creditable service. Vested employees may retire with full ben-
efits at age 60 or after 25 years of service. Retirement benefits are calculated by three methods with the retiree receiving
payment under the method that yields the highest monthly benefit. The methods are (1) minimum guaranteed, (2) money

purchase or (3) formula, of which the formula method usually produces the highest monthly benefit.
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Under this method retirees are allowed 2.0125% of their average final salary (best three of the last ten years) for each
year of service. Disability retirement benefits are calculated in the same manner. Pre-retirement death benefits in the
amount of the annual salary for the fiscal year preceding death, is provided to plan members.

The Teachers' Retirement System was established as of October 1, 1941, under the provisions of Act Number
419, of the Acts of Alabama 1939, for the purpose of providing retirement allowances and other specified benefits for
qualified persons employed by state-supported educational institutions. The responsibility for general administration and
operation of the Teachers' Retirement System is vested in the Board of Control (currently 14 members). Benefit provi-
sions are established by the Code of Alabama 1975, Sections 16-25-1 through 16-25-113, as amended, and Sections 36-
27B-1 through 36-27B-6, as amended.

The actuarial accrued liability (AAL), which is the actuarial present value of credited projected benefits, is a stan-

dardized disclosure measure of the present value of pension benefits, adjusted for the effects of projected salary increas-
es and step-rate benefits, estimated to be payable in the future as a result of employee service to date. The actuarial
value of assets, which is the actuarial present value of assets, is a standardized disclosure measure of the present value
of accumulated assets, adjusted for projected investment performance and contributions. TRS does not make separate
measurements of assets and the AAL for individual employers. The AAL and the actuarial valuation of assets at June 30,
2002 (the most recent valuation date) for TRS as a whole, determined through actuarial valuations performed as of that
date, were approximately $18,374,114,000 and $17,904,881,000 respectively, resulting in an underfunded AAL of
approximately $469,293,000. Complete financial presentation and disclosure of the financial position and activities of
the TRS is presented in the September 30, 2002 annual financial report of the Teachers' Retirement System of Alabama.

The ten year historical trend information showing TRS' progress in accumulating sufficient assets to pay benefits
when due and the significant actuarial assumptions used to compute the pension benefit obligation, including the dis-
count rate, projected salary increases and post-retirement benefit increases, are presented in the September 30, 2002
annual financial report of the Teachers' Retirement System of Alabama. The Retirement System of Alabama issues a pub-
licly available financial report that includes financial statements and required supplementary information for the Teachers'
Retirement System of Alabama. That report may be obtained by writing to the Retirement System of Alabama, 135 South
Union Street, Montgomery, Alabama 36130-2150.

Funding Policy

Employees are required by statute to contribute five percent of their salary to the Teachers' Retirement System.
The University is required to contribute the remaining amounts necessary to fund the actuarially determined contributions
to ensure sufficient assets will be available to pay benefits when due. Each year the Teachers' Retirement System recom-
mends to the Alabama State Legislature the contribution rate for the following fiscal year, with the Alabama State
Legislature setting this rate in the annual appropriation bill. The percentages of the contributions and the amount of con-

tributions made by the University and the University's employees equal the required contributions for each year as follows:

Fiscal year ended September 30, 2003 2002 2001
Total percentage of covered payroll 10.02% 10.96% 11.38%
Contributions:
Percentage contributed by the employer 5.02% 5.96% 6.38%
Percentage contributed by the employees 5.00% 5.00% 5.00%
Contributed by the employer $ 12,108,451 $ 13,251,150 $ 13,659,948
Contributed by the employees 12,074,427 10,936,261 10,713,999
Total contributions $ 24,182,878 $ 24,187,411 $ 24,373,947
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B. Employees’' Retirement System of Alabama

Federally appointed employees of the Alabama Cooperative Extension System are covered by the Employees’
Retirement System of Alabama (ERS). This program is a multi-employer defined benefit plan. Benefits of the ERS plan are
similar to those of the TRS plan with the exception that they are based on half of the employee's average final salary.
Upon retirement these employees will also receive pension benefits under the Federal Civil Service Retirement System.
ERS is part of the Retirement Systems of Alabama.

Funding Policy

Employees are required by statute to contribute 2.5 percent of their salary to the Employees' Retirement System.
The University is required to contribute the remaining amounts necessary to fund the actuarially determined contributions
to ensure sufficient assets will be available to pay benefits when due. Each year the Employees' Retirement System rec-
ommends to the Legislature the contribution rate for the following fiscal year, with the Legislature setting this rate in the
annual appropriation bill. The percentages of the contributions and the amount of contributions made by the University
and the University's employees equal the required contributions for each year as follows:

Fiscal year ended September 30, 2003 2002 2001

Total percentage of covered payroll 25.57% 23.87% 24.14%
Percentage contributed by the employer 23.07% 21.37% 21.64%
Percentage contributed by the employees 2.50% 2.50% 2.50%
Contributed by the employer $ 2,241,796 $ 2,062,628 $ 2,157,772
Contributed by the employees 242,934 240,105 249,339

Total contributions 9 2,484,730 $ 2,302,733 $ 2,407,111

C. Nonbudgeted Pension Plan

In April, 2003 the University entered into a buyout agreement with The Hartford and is no longer self- insured for
the Nonbudgeted Pension Plan. The plan was transferred to The Hartford with cash payment from the University for partici-
pants in the pension plan effective May 1, 2003.

D. Tax Deferred Annuity Plan

This plan is a defined contribution plan under section 403(b) of the Internal Revenue Code. Accordingly, benefits
depend solely on amounts contributed to the plan plus investment earnings. This is provided as a supplement to the
aforementioned programs. All full-time regular or probationary employees are eligible to participate. Full-time temporary
employees are also eligible if their employment period is for a minimum of one year. Auburn University will match up to
$1,200 per year of a qualifying employee's contribution. This equates to five percent of gross salary with a maximum cov-
ered salary of $24,000 per year. Employees enrolling in one of the University's tax deferred annuity plans will not vest in
the University's matching portion until he/she has completed five years of full-time continuous service. Upon the employ-
ee's completion of the five year requirement, the University's matching contribution and interest earned will be vested to
the participant. Nonparticipating employees with continuous service will be given credit toward the five year requirement
upon joining the tax deferred annuity program. The total investment in the annuities is determined by Section 403(b) and
Section 457(b) of the Internal Revenue Code. There are several investment options including fixed and variable annuities
and mutual funds. The University-approved companies are Valic, TIAA-CREF and Johnson, Sterling, Paul and Company. At
September 30, 2003, 3,158 employees participated in the tax deferred annuity program. The contribution for 2003 was
$12,928,970 which includes $3,395,434 from the University and $9,533,536 from its employees. Total salaries and
wages during the fiscal year for covered employees participating in the plan were approximately $165,440,000.

E. Deferred Compensation Plan

The University follows the provisions of GASB Statement No. 32, Accounting and Financial Reporting for Internal
Revenue Code Section 457 Deferred Compensation Plan. In accordance with the provisions of this pronouncement, the
RSA-1 deferred compensation plan is a separate trust and therefore, not reflected in the University's financial statements.

(12) OTHER POST RETIREMENT BENEFITS

In addition to the pension benefits described in Note 11, the University provides postretirement health care bene-
fits to all employees who officially retire from the University. Retirees must have had ten years of continuous service and

must have been enrolled in the plan for the last six of those years. The health insurance plan is self-insured.
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As of September 30, 2003, 342 retirees have health care protection. The University's health care plan consists of hospital
benefits, major medical benefits, a prescription drug program and a preferred care program. The health care benefits
cover medical and hospitalization costs for retirees and their dependents. If the retiree is eligible for Medicare, University
coveragde is secondary. Eligible retired employees may elect to participate in the Public Education Employees Health
Insurance Plan with TRS, in which case the retirees pay their premiums directly to TRS. Expenditures for postretirement
health care benefits are recognized monthly. During the fiscal year ended September 30, 2003, the University funded
approximately 60% of the postretirement healthcare premium expenditures which totaled approximately $868,625. The
retirees are responsible for funding approximately 40% of the healthcare premium expenditures with the exception of a
few retirees who elected not to enroll in the University's healthcare program.

In April, 2003, the University entered into a buyout agreement with Prudential Insurance Company (Prudential)
and funds in the amount of $355,326 were paid by the University to Prudential for the retiree's life insurance coverage.
Effective April 1, 2003 the University was no longer self-insured for postretirement life insurance.

(13) SELF INSURANCE PROGRAMS AND OTHER LIABILITIES

An actuarially determined rate is used to provide funding for retained risk in the University's self-insurance pro-
gram. An allocated share of the self-insurance reserves and related assets are included in the accompanying financial
statements. The estimated liability for general liability and on-the-job injury self-insurance is actuarially determined.
These self-insured programs are supplemented with commercial excess insurance.

The Comprehensive General Liability Trust Fund is a self-insured retention program which protects the University,
its faculty, staff and volunteers against claims brought by third parties arising from bodily injury, property damage and per-
sonal liability (libel, slander, etc.) Funds are held in a separate trust account with Compass Bank to be used to pay claims
for which the University may become legally liable. The liability at September 30, 2003 and 2002 was $2,298,089 and
$2,256,207, respectively.

The On-The-Job-Injury program provides benefits for job-related injuries or death related from work at the
University. This program is designed to cover out-of-pocket expenses of any employee who is not covered by insurance.
The program will also pay for medically evidenced disability claims and provide death benefits arising from a job-related
death of an employee. This self-funded program is provided to employees since the University is not subject to the work-
er's compensation laws of the State of Alabama. The liability at September 30, 2003 and 2002 was $272,268 and
$500,000, respectively.

The University self-insures its health insurance program for all eligible employees. Assets have been set aside to
fund the related claims of this program. Should the assets be insufficient to pay the insurance claims, the University
would be liable for such claims. The accompanying statement of net assets includes a self-insurance reserve for health
insurance liability as of September 30, 2003 and September 30, 2002, of $1,589,826 and $1,847,194, respectively.

Other liabilities include compensated absences and Federal Perkins Student Loan Funds. The University allows
employees to accrue and carryover annual and sick leave up to certain maximum amounts depending on years of service.
Employees will be compensated for accrued annual leave at time of separation from University employment (termination
or retirement) up to a maximum of one month's additional compensation. All eligible employees hired before October 1,
1990 may be compensated for unused sick leave at the rate of 25% of the balance, subject to a maximum of one
month's additional compensation. The liability at September 30, 2003 and 2002, was $20,128,655 and $18,268,657,
respectively.

The current and noncurrent portion of the Federal Perkins Student Loan Funds and Health Professional Student
Loans are included in other accrued liabilities and other noncurrent liabilities; the refundable amounts at September 30,
2003 were $2,080,884 and $11,905,380 and at September 30, 2002 were $1,803,332 and $11,798,758, respectively.

(14) CONTRACTS AND GRANTS

The University has been awarded approximately $131,070,000 (unaudited) in contracts and grants which had not
been received or expended as of September 30, 2003. These awards, which represent commitments of sponsors to pro-
vide funds for research and training projects, have not been reflected in the financial statements. Advances include
amounts received from grant and contract sponsors which have not yet been earned under the terms of the agreements

and, therefore, have not yet been included in net assets.
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(15) RECOVERY OF FACILITIES AND ADMINISTRATIVE COST FOR SPONSORED PROGRAMS

The portion of revenue recognized for all grants and contracts which represents facilities and administrative cost
recovery is recognized on the Statement of Revenues, Expenses and Changes in Net Assets. The University recognized
$10,538,197 and $10,277,050 in facilities and administrative cost recovery for the years ended September 30, 2003
and 2002, respectively.

(16) CONSTRUCTION COMMITMENTS AND FINANCING

The University has entered into contracts for the construction and renovation of various facilities which are esti-
mated to cost approximately $34,000,000. At September 30, 2003, the estimated remaining cost to complete the proj-
ects was approximately $18,700,000 and will be funded from University unrestricted net assets.

(17) OPERATING EXPENSES BY FUNCTION

Operating expenses by functional classification for the years ended September 30, 2003 and September 30,
2002 are listed below. In preparing the financial statements, all significant transactions and balances between auxiliary
units and other funds have been eliminated.

2003 2002
Instruction 169,958,394 154,122,485
Research 85,433,084 78,966,329
Public Service 69,917,258 69,243,367
Academic Support 28,945,689 20,412,571
Library 12,729,464 12,058,820
Student Services 16,206,332 15,192,026
Institutional Support 35,276,513 34,929,036
Operation and Maintenance 42,342,161 34,014,623
Scholarships and Fellowships 12,805,246 14,555,172
Auxiliaries 65,465,719 62,546,635
Total all functions 539,079,860 496,041,064
Add: depreciation expense 26,724,468 23,579,650
Total operating expenses $ 565,804,328 519,620,714

(18) CONTINGENT LIABILITIES

The University is a party in various legal actions and administrative proceedings arising in the normal course of its
operations. Management does not believe that the outcome of these actions will have a material adverse effect on the
University's financial position, changes in net assets and cash flows.

(19) AFFILIATED ORGANIZATIONS

AUBURN UNIVERSITY FOUNDATION
Auburn University Foundation (the Foundation) is an independent corporation formed for the purpose of obtaining
and disbursing funds for the benefit of the University. The Foundation's activities are governed by its Board of Directors.

Summarized financial information of the Foundation, as of and for the years ended September 30, 2003, (unaudited) and
2002 is as follows:

35



2003 2002
Assets
Cash and Investments at Market $ 165,962,331 137,827,790
Real Estate 6,159,890 6,790,954
Contributions Receivable 26,418,573 24,656,240
Other Assets 2,109,056 4,082,700
Total Assets $ 200,649,850 173,357,684
Liabilities
Due to Auburn Alumni Association ] 5,031,344 4,183,728
Due to Auburn University 3,300,542 3,633,748
Other Liabilities 3,886,597 4,874,256
Annuities Payable 5,916,225 5,162,644
Total Liabilities $ 18,134,708 17,854,376
Net Assets
Unrestricted $ 18,878,982 13,638,892
Temporarily Restricted 36,787,558 20,145,614
Permanently Restricted 126,848,602 121,718,802
Total Net Assets ) 182,515,142 155,503,308
Total Liabilities and Net Assets $ 200,649,850 173,357,684
Revenues, Gains and Other Support $ 50,473,746 46,391,317
Expenditures $ 37,965,150 41,223,767
Realized and Unrealized Gains (Losses), net P 14,908,259 (14,860,305)
Contributions to Auburn University $ 23,570,706 27,556,643

If the Foundation was to dissolve, the assets would be transferred to the University and would be held as endow-
ments according to the donors' restrictions. Pledges are administered by the Foundation. As of September 30, 2003,
pledges of gifts totaling $26,418,573 were due to mature over the next five years. The University also received income
from the Dudley Foundation in the amount of $83,688 and $98,060, for the years ended September 30, 2003 and
September 30, 2002, respectively.

AUBURN ALUMNI ASSOCIATION

The Auburn Alumni Association (the Association) is an independent corporation. The purpose of the Association is
to promote the growth, progress, and general welfare of the University, and to foster mutually beneficial relationships
between the University and its alumni. The Association's activities are governed by its Board of Directors. Unaudited sum-
marized financial information of the Association as of and for the years ended September 30, 2003 and September 30,

2002 is as follows:

2003 2002
Assets

Cash and Investments at Market $ 7,597,582 6,558,433
Accounts Receivable 638,078 793,006
Land 674,799 674,799
Building 3,389,443 3,392,428
Equipment 1,672,744 1,656,457
Less Accumlated Depreciation (2,549,931) (2,395,221)
Other Assets 138,080 410,610

Total Assets $ 11,560,795 11,090,512
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Liabilities

Deferred Revenue $ 6,583,806 6,459,238
Other Liabilities 49,920 98,433

Total Liabilities $ 6,633,726 6,557,671

Net Assets

Unrestricted $ 4,927,069 4,532,841

Total Net Assets $ 4,927,069 4,532,841

Total Liabilities and Net Assets $ 11,560,795 11,090,512
Revenues ] 2,826,644 2,349,605
Expenditures and Losses $ 2,432,416 3,188.199
Expenditures made on behalf of Auburn University $ 1,008,903 1,706,387

The Foundation and the Association do not constitute component units under the provisions of GASB Statement
No. 14; therefore, the activities of these organizations are not included in the University's financial statements. Their
financial statements may be obtained by writing to Auburn University Foundation or Auburn Alumni Association at 317
South College Street, Auburn, Alabama 36849.

(20) DIRECT LOAN PROGRAMS

The Federal Direct Student Loan Program (FDSLP) and the Federal Family Education Loan Program (FFELP) were
established under the Higher Education Act of 1965, as amended in the Student Loan Reform Act of 1993. The FDSLP
enables an eligible student or parent to obtain a loan to pay for the student's cost of attendance directly through the
University rather than through private lenders. The University began participation in the FDSLP on July 1, 1995. As a uni-
versity qualified to originate loans, the University is responsible for handling the complete loan process, including funds
management as well as promissory note functions. The University is not responsible for the collection of these loans.
The University managed approximately $37,779,900 under the FDSLP during the fiscal year ended September 30, 2002.

The FFELP differs from the FDSLP in that the student loans are obtained directly through FFELP lenders.
Alabama's designated state guarantor for FFELP loans is Kentucky Higher Education Assistance Authority (KHEAA).
KHEAA is responsible for handling the complete loan process, including funds management as well as promissory note
functions. The FFELP lenders, and not the University, are responsible for the collection of these loans. The University
began participation in the FFELP during Fall Semester, 2002. The University managed approximately $38,211,000 and
$26,662,000 under the FFELP during the fiscal years ended September 30, 2003 and September 30, 2002, respectively.

(21) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In May, 2002 the Governmental Accounting Standards Board issued GASB No. 39, Determining Whether Certain
Organizations Are Component Units, effective for financial statement periods beginning after June 15, 2003. This state-
ment clarifies information in previously issued publications regarding organizations, such as a foundation, which are close-
ly related to a primary government. Statement No. 39 amends Statement No. 14 and provides criteria for determining
whether such organizations for which a government is not financially accountable should be reported as component units.

GASB 39 will require the University's two affiliated, legally separate tax exempt organizations, Auburn University
Foundation and Auburn Alumni Association, to be presented discretely in the University's financial statements for the fis-
cal year ended September 30, 2004.

In March, 2003, the GASB issued GASB No. 40, Deposit and Investment Risk Disclosures, an amendment of GASB
Statement No. 3, effective for financial statement periods beginning after June 15, 2004. This Statement addresses com-
mon deposit and investment risks related to credit risk, concentration of credit risk, interest rate risk, and foreign curren-
cy risk. As an element of interest rate risk, this Statement requires certain disclosures of investments that have fair val-
ues that are highly sensitive to changes in interest rates. Deposit and investment policies related to the risks identified in
this statement are also required to be disclosed. GASB No. 40 should not have a significant impact on the University's
financial statements.
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AUBURN UNIVERSITY MAIN CAMPUS
STATEMENTS OF NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

ASSETS
Current assets

Cash and cash equivalents

Operating investments

Accounts receivable, net

Student accounts receivable, net

Loans receivable, net

Accrued interest receivable

Inventories

Prepaid expenses

Due from other funds
Total current assets

Noncurrent assets
Investments
Loans receivable, net
Investment in plant, net
Due from other funds
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities

Outstanding checks in excess of bank balance

Advances

Accounts payable

Accrued salaries and wages

Accrued compensated absences

Accrued interest payable

Other accrued liabilities

Student deposits

Deposits held in custody

Deferred revenues

Noncurrent liabilities-current portion
Total current liabilities

Noncurrent liabilities
Accrued compensated absences

Bonds and notes payable
Lease obligations
Other noncurrent liabilities
Due to other funds
Total noncurrent liabilities
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted
Nonexpendable
Expendable:

Scholarships, research, instruction, other

Loans

Capital projects
Unrestricted

Total net assets
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2003

(6,981)
77,671,257
16,841,314
19,153,405

2,252,413
3,016,009
3,302,872
8,155,791

350,794

130,736,874

391,685,096
13,495,121
409,043,376
1,944,042

816,167,635
946,904,509

15,457,227
170,105
13,236,050
1,954,837
11,001,727
2,847,004
3,636,715
1,040,192
3,182,164
75,673,015
6,680,247

134,879,283

4,960,263
190,017,690
386,478
12,299,083
7,841,455

215,504,969
350,384,252

259,494,342
14,196,276
69,327,846

4,084,832
22,761,454

226,655,507
3 596,520,257

2002

95,284
68,763,986
17,498,562
19,083,937

1,938,815
3,573,422
2,850,436
7,079,992

340,162

121,224,396

403,284,274
13,595,897
354,453,683
2,076,048

773,409,902
894,634,298

9,541,859
67,552
16,843,638
1,828,577
11,264,311
3,378,478
3,958,015
858,685
2,561,732
66,652,228
9,803,705

126,758,780

3,223,731
193,109,747
371,530
13,472,257
7,075,756

217,253,021
344,011,801

225,043,361
12,922,501
67,133,044

3,985,518
20,435,412

221,102,661
b 550,622,497



AUBURN UNIVERSITY MAIN CAMPUS

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

OPERATING REVENUES

Tuition and fees, net of scholarship allowances of
$24,159,712 and $20,368,098, respectively
Federal Appropriations
Federal grants & contracts
State & local grants & contracts
Nongovernmental grants & contracts
Sales & services of educational departments
Auxiliary revenue, net of scholarship allowances of
$1,115,593 and $1,048,322,respectively
Other operating revenue
Total operating revenues

OPERATING EXPENSES
Compensation & benefits
Scholarships & fellowship
Other supplies & services
Depreciation
Loss on impairments & disposals

Total operating expenses

Operating loss

NONOPERATING REVENUES (EXPENSES)
State appropriations
Gifts
Net investment income
Interest expense on capital debt
Other nonoperating revenues, (expenses), net
Nonoperating revenues, net

Income before other changes in net assets

OTHER CHANGES IN NET ASSETS
Capital appropriations
Capital gifts & grants
Additions to permanent endowments
Net increase in net assets

Net assets - beginning of year

Net assets - end of year

2003

$ 144,681,983
40,957
46,343,412
2,389,939
6,296,458
15,557,426

51,613,777
10,561,640
277,485,592

266,208,717
9,182,699
124,762,055
23,993,054
2,752,910
426,899,435

(149,413,843)

136,383,190
17,115,962
25,787,771
(7,107,025)
(2,214,561)

169,965,337

20,551,494
13,084,555
9,543,511
2,718,200
45,897,760

550,622,497

$ 506,520,257

2002

$ 124,104,141
0

43,264,362
3,105,201
4,332,675
14,339,983

53,937,824
10,081,754
253,165,940

235,188,737
11,360,654
107,323,250
21,666,138
14,693,902
390,232,681

(137,066,741)

132,683,648
17,954,391
8,609,805
(9,147,788)
3,583,726
153,683,782

16,617,041

11,421,805
8,215,554
1,832,026
38,086,426

512,536,071

$ 550,622,497
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AUBURN UNIVERSITY AT MONTGOMERY

STATEMENTS OF NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

ASSETS
Current assets

Cash and cash equivalents
Operating investments
Accounts receivable, net
Student accounts receivable, net
Loans receivable, net
Accrued interest receivable
Inventories

Total current assets

Noncurrent assets

Investments
Loans receivable, net
Investment in plant, net
Due from other funds
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities

Accounts payable
Accrued salaries and wages
Accrued compensated absences
Accrued interest payable
Other accrued liabilities
Student deposits
Deposits held in custody
Deferred revenues
Noncurrent liabilities-current portion
Due to other funds

Total current liabilities

Noncurrent liabilities

Accrued compensated absences
Bonds and notes payable
Lease obligations
Other noncurrent liabilities
Due to other funds
Total noncurrent liabilities
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted

Nonexpendable

Expendable:
Scholarships, research, instruction, other
Loans
Capital projects

Unrestricted
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Total net assets

2003

76,974
2,762,407
1,020,551
3,923,202

33,995

1,430
545,409

8,363,968

12,348,323
2,514,237
39,611,425
7,841,455

62,315,440
70,679,408

686,553
160,609
1,179,252
18,814
33,995
112,200
174,487
6,850,562
250,000
64,261

9,530,733

530,851
1,785,000
1,790,000
2,835,822

155,991

7,097,664
16,628,397

35,870,641

2,494,605

3,998,079
323,808

0
11,363,878

§ 52,051,011

2002

67,101
2,305,679
1,217,196
2,992,627

27,246

1,880
630,168

~ 7,241,897

12,328,037
2,400,656
35,258,470
7,075,756

57,062,919
64304816

431,114
167,284
1,194,707
19,946
27,246
88,400
135,304
6,617,156
245,000
71,356

8,997,513

341,913
1,915,000
1,910,000
2,689,429

215,915

7,072,257
16,069,770

31,530,797

2,443,223

3,692,634

305,323
(57,642)

10,320,711

$ 48,235,046



AUBURN UNIVERSITY AT MONTGOMERY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

OPERATING REVENUES

Tuition and fees, net of scholarship allowances of $2,844,67 1
and $2,486,506, respectively

Federal grants & contracts

State & local grants & contracts

Nongovernmental grants & contracts

Sales & services of educational departments

Auxiliary revenue, net of scholarship allowances of $256,126
and $181,419, respectively

Other operating revenue
Total operating revenues

OPERATING EXPENSES
Compensation & benefits
Scholarships & fellowships
Other supplies & services
Depreciation
Loss on impairments & disposals

Total operating expenses

Operating loss

NONOPERATING REVENUES (EXPENSES)
State appropriations
Gifts
Net investment income
Interest expense on capital debt
Nonoperating revenues, net

Income before other changes in net assets
OTHER CHANGES IN NET ASSETS
Capital appropriations
Capital gifts & grants
Additions to permanent endowments
Net increase in net assets

Net assets - beginning of year

Net assets - end of year

2003 2002
$ 13,852,195 $ 12,393,111
8,088,181 7,991,264
4,271,099 4,919,497
463,256 168,087
1,847,587 1,952,048
3,373,649 2,865,141
555,333 923,143
32,451,300 31,212,291
33,353,013 31,696,449
3,568,660 3,144,660
3,697,288 4,610,651
2,731,414 1,913,512
5,128,191 1,987,044
48,478,566 43,552,316
(16,027,266) (12,140,025)
19,310,724 18,705,634
186,438 260,680
1,060,173 1,159,860
(62,268) (67,743)
20,495,067 20,058,431
4,467,801 7,918,406
1,270,613 0
28,259 25,877
49,292 587,847
5,815,965 8,532,130
48,235,046 39,702,916
$ 54,051,011 $ 48,235,046
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ALABAMA AGRICULTURAL EXPERIMENT STATION

STATEMENTS OF NET ASSETS

FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

ASSETS
Current assets
Cash and cash equivalents
Operating investments
Accounts receivable, net
Total current assets

Noncurrent assets
Investments
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities

Advances
Accounts payable
Accrued salaries and wages
Accrued compensated absences
Deferred revenues
Due to other funds

Total current liabilities

Noncurrent liabilities
Accrued compensated absences
Due to other funds
Total noncurrent liabilities
Total liabilities

NET ASSETS
Restricted
Expendable:
Scholarships, research, instruction, other
Unrestricted
Total net assets
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2003

$ 32,000
6,136,098
3,268,205
9,436,303

6,347,342
6,347,342
15,783,645

45,117
264,830
100,757
860,160

1,253,909
286,533
2,811,286

379,809
1,788,051
2,167,860
4,979,146

479,549
10,324,950

$ 10,804,499

2002

$ 32,000
3,090,231

2,863,159

5,985,390

8,106,630
8,106,630
14,092,020

24,144
268,559
153,455
882,538

1,434,339
268,806

3,031,841

252,574

1,860,133

2,112,707
5,144,548

263,982
8,683,490

$ 8,947,472



ALABAMA AGRICULTURAL EXPERIMENT STATION
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

2003 2002
OPERATING REVENUES
Federal appropriations 4,495,182 $ 4,502,965
Federal grants & contracts 9,698,416 9,204,668
State & local grants & contracts 682,224 691,739
Nongovernmental grants & contracts 2,008,422 1,922,254
Sales & services of educational departments 2,187,285 2,459,512
Other operating revenue 0 394,040
Total operating revenues 19,071,529 19,175,178
OPERATING EXPENSES
Compensation & benefits 27,702,427 26,493,534
Scholarships & fellowships 46,844 48,054
Other supplies & services 14,710,661 12,678,001
Total operating expenses 42,459,932 39,219,589
Operating loss (23,388,403) (20,044,411)
NONOPERATING REVENUES (EXPENSES)
State appropriations 24,663,937 23,410,271
Gifts 340,766 288,968
Net investment income 240,727 269,286
Nonoperating revenues, net 25,245,430 23,968,525
Income before other changes in net assets 1,857,027 3,924,114
Net assets - beginning of year 8,947,472 5,023,358
Net assets - end of year $ 10,804,499 $ 8,947,472
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ALABAMA COOPERATIVE EXTENSION SYSTEM
STATEMENTS OF NET ASSETS
FOR THE YEAR ENDED SEPTEMBER 30, 2003 AND 2002

2003 2002
ASSETS
Current assets
Cash and cash equivalents $ 701,115 $ 618,320
Operating investments 5,957,052 5,492,563
Accounts receivable, net 2,312,926 2,335,837
Total current assets 8,971,093 8,446,720
Noncurrent assets
Investments 3,226,326 2,167,990
Total noncurrent assets 3,226,326 2,167,990
Total assets 12,197,419 10,614,710
LIABILITIES
Current liabilities
Advances 1,822,827 1,453,593
Accounts payable 294,661 415,502
Accrued salaries and wages 65,836 232,912
Accrued compensated absences 832,413 862,145
Deferred revenues 262,705 312,480
Total current liabilities 3,278,442 3,276,632
Noncurrent liabilities
Accrued compensated absences 384,180 246,737
Total noncurrent liabilities 384,180 246,737
Total liabilities 3,662,622 3,523,369
NET ASSETS
Restricted
Expendable:
Scholarships, research, instruction, other 2,390,900 1,767,275
Unrestricted 6,143,897 5,324,066
Total net assets $ 8,534,797 $ 7,091,341

46



ALABAMA COOPERATIVE EXTENSION SYSTEM
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND 2002

2003
OPERATING REVENUES
Federal appropriations $ 8,716,715
Federal grants & contracts 7,344,236
State & local grants & contracts 3,757,083
Nongovernmental grants & contracts 209,412
Sales & services of educational departments 95,125
Other operating revenue 2,183,082
Total operating revenues 22,305,653
OPERATING EXPENSES
Compensation & benefits 36,130,029
Scholarships & fellowships 7.043
Other supplies & services 11,829,323
Total operating expenses 47,966,395
Operating loss (25,660,742)
NONOPERATING REVENUES (EXPENSES)
State appropriations 26,800,216
Gifts 268,361
Net investment income 35,621
Nonoperating revenues, net 27,104,198
Income before other changes in net assets 1,443,456
Net assets - beginning of year 7,091,341
Net assets - end of year $ 8,534,797

2002

$ 8,488,446
7,390,464
2,521,791

202,093
77,220

2,208,979
20,888,993

35,160,381
1,804
11,653,943

46,816,128

(25,927,135)

26,183,690
179,722
47,361

26,410,773

483,638
6,607,703

$ 7,091,341
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Auburn Universitysoarp or TRUSTEES

The University is governed by a Board of Trustees comprised of 14 voting members. The Board includes one person
from each of the nine Congressional districts (as the districts were constituted on January 1, 1961), one additional mem-
ber from the Congressional district in which the Auburn Campus is located, the Governor of Alabama (ex officio) (who
serves as the Board president) and the State Superintendent of Education, (ex officio). Two non-voting student representa-
tives also sit on the Board, one from the Auburn Campus and one from AUM. Based upon a state constitutional amend-
ment approved by voters in 2000, two additional at-large members have been appointed. The trustees who were serving
prior to the adoption of the amendment were appointed for 12 year terms. The Constitutional amendment also changed
the term of office of new trustees from 12 to seven years except in the case of one of the initially appointed at-large mem-
bers, who shall serve a four year term for the purpose of staggering appointments. After the four year term of the initial at-
large member expires, all trustees will have seven year appointments. A third at-large member will be added to replace
the State Superintendent of Education at the end of his term of office, and his ex-officio position will be eliminated. Under
these changed criteria, new appointments will be made by a committee consisting of the Governor of Alabama and repre-
sentatives of the Board and the Auburn Alumni Association, with the advice and consent of the Alabama Senate. No mem-
ber of the Board receives compensation for his or her services.

Bob Riley Edward R. Richardson

Governor of Alabama State Superintendent of
President, Montgomery Education, Montgomery

W. James Samford, Jr. John C.H. Miller Jr.

James W. Rane
Vice- President Pro Tempore, Opelika Mobile, First Montgomery, Second Abbeville, Third
Third Congressional District Congressional District Congressional District Congressional District

Jack B.Venable Lowell R. Barron Paul J. Spina, Jr. Charles G. Glover

Tallassee, Fourth Fyffe, Fifth Hoover, Sixth Cullman, Seventh
Congressional District Congressional District Congressional District Congressional District

John G. Blackwell Byron P. Franklin, Sr. Golda McDaniel Earlon C. McWhorter
48 Huntsville, Eight Birmingham, Ninth Mississippi, At Large Anniston, At-Large Member
Congressional District Congressional District Member President, Pro Tempore



Auburn University is an equal opportunity educational institution/employer.



