AUDIT SUMMARY

Our audit of Virginia Commonwealth University for the year ended June 30, 1998, found:
the financial statements are presented fairly in all material respects;
no material weaknessesin the internal control over financia reporting;

no instances of noncompliance with applicable laws and regulations that are required to be
reported; and

adequate corrective action of prior audit findings.
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December 11, 1998

The Honorable James S. Gilmore, 111
Governor of Virginia

The Honorable Richard J. Holland
Chairman, Joint Legidative Audit
and Review Commission

The Board of Visitors
Virginia Commonwealth University

We have audited the accounts and records of Virginia Commonwealth University as of and for the
year ended June 30, 1998, and submit herewith our complete reports on financial statements and compliance
and internal controls.

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS

We have audited the balance sheet of Virginia Commonwesalth University as of June 30, 1998, and the
related statements of changes in fund balances and current fund revenues, expenditures, and other changes for
the year then ended. The financial statements are the responsibility of the University’s management. Our
responsibility isto express an opinion on these financia statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financia position of Virginia Commonwealth University as of June 30, 1998, and the changes in fund balances
and current fund revenues, expenditures, and other changes for the year then ended, in conformity with
generally accepted accounting principles.



Our audit was made for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying Schedule of Auxiliary Enterprises - Revenue, Expenditures, and Changes in Fund
Balances is presented for the purpose of additional analysis and is not a required part of the financia state-
ments. The information in that schedule has been subjected to the auditing procedures applied in the audit of
the financial statements and, in our opinion, such information is fairly presented in all material respects in
relation to the financial statements taken as awhole.

INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER

FINANCIAL REPORTING

In planning and performing our audit of the financial statements of Virginia Commonwealth University
as of and for the year ended June 30, 1998, we considered interna controls over financial reporting and tested
compliance with certain provisions of laws, regulations, contracts, and grants in accordance with generaly
accepted auditing standards and the standards applicable to financia audits contained in Government Auditing
Standards.

Compliance

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

Internal Control Over Financia Reporting

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

Status of Prior Findings

The University has taken adequate corrective action with respect to audit findings reported in the prior
year.

This report is for the information of the Governor and General Assembly, Board of Visitors, audit
committee, management, and the people of the Commonwealth of Virginiaand is a public record.



EXIT CONFERENCE

We discussed this report with management at an exit conference held on January 14, 1999.

AUDITOR OF PUBLIC ACCOUNTS
PBB:aom
aom:120



VIRGINIA COMMONWEALTH UNIVERSITY
BALANCE SHEET

As of June 30, 1998

With Comparative Figures for June 30, 1997

ASSETS

Cash (Note 2)

Investments (Note 2)

Receivables (Note 3)

Inventories

Prepaid expenses and other assets
Appropriations receivable

Due from other funds

Investment in plant (Note 3)
Deferred bond issue costs

Tota assets
LIABILITIESAND FUND BALANCES

Liahilities:
Accounts payable and accrued expenditures
Accrued compensated absences
Deposits and deferred revenue
Due to other funds
Notes payable
Long term debt (Note 5)
Deposits held in custody for others

Total liabilities

Fund balances:
Unrestricted current funds
Restricted current funds
Loan Funds, U.S. Government grants
Loan funds, University-restricted
Endowment funds
Quasi-endowment funds-unrestricted
Unexpended plant funds
Retirement of indebtedness
Net investment in plant

Total fund balances

Tota labilities and fund balances

Current Funds Endowment and Agency Total Total

Unrestricted Restricted Loan Funds  Similar Funds Plant Funds Funds 1998 1997
$ 33,122,196 $ 5,082,709 $ 321512 $ - $ 3,227,797 $ 679 $ 41,754,893 $ 45,552,575
39,695,967 - - 30,401,202 6,674,975 - 76,772,144 110,292,030
17,867,566 8,531,777 22,268,651 - - 60,912 48,728,906 44,879,964
319,199 - - - - - 319,199 355,578
2,741,727 503 - - - - 2,742,230 2,173,854
4,603,167 58,097 - - 8,229,779 - 12,891,043 6,082,265
- 4,392,334 204,019 - 3,260,158 1,177,502 9,034,013 10,082,028
- - - - 529,445,327 - 529,445,327 457,669,099
- - - - 897,702 - 897,702 1,001,472
$ 98,349,822 $ 18,065,420 $ 22,794,182 $ 30,401,202 $ 551,735,738 $ 1,239,093 $ 722,585,457 $ 678,088,865
$ 23,117,754 $ 5,900,228 $ - $ - $ 8,371,162 $ 240,137 $ 37,629,281 $ 30,089,938
21,239,041 - - - - - 21,239,041 20,570,364
11,024,667 - - - - - 11,024,667 9,786,277
9,034,013 - - - - - 9,034,013 10,082,028
- - - - 460,819 - 460,819 140,731
4,553,565 - - - 127,323,188 - 131,876,753 133,652,340
- - - - - 998,956 998,956 5,578,987
68,969,040 5,900,228 - - 136,155,169 1,239,093 212,263,530 209,900,665
29,380,782 - - - - - 29,380,782 31,761,800
- 12,165,192 - - - - 12,165,192 13,986,609
- - 19,042,358 - - - 19,042,358 18,626,896
- - 3,751,824 - - - 3,751,824 3,434,756
- - - 2,625,701 - - 2,625,701 2,279,773
- - - 27,775,501 - - 27,775,501 24,675,621
- - - - 13,935,716 - 13,935,716 13,152,114
- - - - (681,904) - (681,904) (687,701)
- - - - 402,326,757 - 402,326,757 360,958,332
29,380,782 12,165,192 22,794,182 30,401,202 415,580,569 - 510,321,927 468,188,200
$ 98,349,822 $ 18,065,420 $ 22,794,182 $ 30,401,202 $ 551,735,738 $ 1,239,093 $ 722,585,457 $ 678,088,865

The accompanying notes to financial statements are an integral part of this statement.



VIRGINIA COMMONWEALTH UNIVERSITY

STATEMENT OF CHANGES IN FUND BALANCES

For the Fiscal Y ear Ended June 30, 1998

Revenues and other additions:
Unrestricted current funds revenue
State appropriations-restricted
Federal grants and contracts-restricted
State grants and contracts-restricted
Local grants and contracts-restricted
Private gifts, grants and contracts-restricted
Investment income-restricted
Interest on loans receivable
Retirement of indebtedness
Expended for plant facilities (including $16,675,303
charged to current funds)
Other

Total revenues and other additions

Expenditures and other deductions:
Educational and general expenditures
Auxiliary enterprise expenditures
Hospitals expenditures
Indirect costs recovered
Loan cancellations and write-offs
Administrative and collection costs
Expended for plant facilities (including $3,461,305

not capitalized)
Retirement of indebtedness
Interest on indebtedness
Disposal of plant facilities
Other uses

Total expenditures and other deductions
Transfers among funds - additions (deductions):
Mandatory:
Debt service
Federal student financial aid
Nonmandatory
Total transfers among funds
Net increase (decrease) for the year
Fund balances (deficits) at beginning of year

Fund balances (deficits) at end of year

Endowment Plant Funds
Current Funds and Similar Retirement Investment

Unrestricted Restricted Loan Funds Funds Unexpended of Indebtedness in Plant
$337,690,632 $ - $ - % - $ - $ - $ -
- 8,611,072 - - 22,569,381 2,351,148 -
- 159,267,546 373,372 - - - -
- 11,918,979 - - - - -
- 1,628,173 - - - - -
- 19,664,276 - 52,205 - - 1,275,000
- 599,960 39,403 - 1,441,513 8,102 -
- - 479,176 - - - -
- - - - - - 6,548,706
- - - - - - 38,442,918
- 5,361,585 61,565 4,111,880 3,697,613 - 81,542
337,690,632 207,051,591 953,516 4,164,085 27,708,507 2,359,250 46,348,166
261,334,088 191,326,532 - - - - -
30,133,098 - - - - - -
42,940,049 - - - - - -
- 14,479,393 - - - - -
- - 313,284 - - - -
- - 4,177 - - - -
- - - - 25,228,920 - -
- - - - - 6,548,706 -
- - - - - 6,658,325 -
- - - - - - 4,356,463
- - - 195,707 - - 623,278
334,407,235 205,805,925 317,461 195,707 25,228,920 13,207,031 4,979,741
(8,751,487) - - - (2,102,091) 10,853,578 -
(665,150) 568,675 96,475 - - - -
3,752,222 (3,635,758) - (522,570) 406,106 - -
(5,664,415) (3,067,083) 96,475 (522,570) (1,695,985) 10,853,578 -
(2,381,018) (1,821,417) 732,530 3,445,808 783,602 5,797 41,368,425
31,761,800 13,986,609 22,061,652 26,955,394 13,152,114 (687,701) 360,958,332
$ 29,380,782 $ 12,165,192 $ 22,794,182 $ 30,401,202 $ 13,935,716 $ (681,904) $402,326,757

The accompanying notes to financial statements are an integral part of this statement.



VIRGINIA COMMONWEALTH UNIVERSITY

STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES, AND OTHER CHANGES

For the Fiscal Year Ended June 30, 1998
With Comparative Figures for June 30, 1997

Revenues:

Educationa and general:
Student tuition and fees
State appropriations (Note 13)
Federal grants and contracts
State grants and contracts
Local grants and contracts
Private gifts, grants, and contracts
Income from trusts
Sales and services of educational departments
Other sources

Total educational and general
Auxiliary enterprises:

Hospitals:
Patient service revenues
State appropriations
Other sources

Total hospitals
Total revenues

Expenditures and manadatory transfers:
Educationa and general:
Instruction
Research
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Scholarships and fellowships

Educational and general expenditures
Mandatory transfers for:
Debt service
Federal student financial aid
Total educational and general
Auxiliary enterprises:
Operating expenditures
Mandatory transfers for debt service
Total auxiliary enterprises
Hospitals:
Operating expenditures

Mandatory transfers for debt service

Total hospitals

Total expenditures and mandatory transfers

Other transfers and additions (deductions):
Excess (deficiency) of restricted receipts over
transfers to revenues
Nonmandatory transfers from/(to) MCVH

Net increase (decrease) in fund balances

1998 1997

Unrestricted Restricted Tota Tota
$ 90,894,246 $ - $ 90,894,246 $ 87,472,082
131,999,228 8,611,072 140,610,300 122,316,221
12,350,887 147,846,755 160,197,642 154,501,044
135,868 10,187,775 10,323,643 10,960,310
14,139 426,485 440,624 1,087,354
1,978,500 21,078,784 23,057,284 19,451,608
428,413 572,071 1,000,484 812,896
5,676,782 - 5,676,782 10,017,791
17,201,060 2,034,915 19,235,975 17,905,280
260,679,123 190,757,857 451,436,980 424,524,586
38,681,564 - 38,681,564 36,532,827
- - - 435,484,366
- - - 330,000
38,329,945 - 38,329,945 16,158,794
38,329,945 - 38,329,945 451,973,160
337,690,632 190,757,857 528,448,489 913,030,573
139,748,208 17,511,558 157,259,766 149,395,940
9,630,235 60,754,729 70,384,964 69,080,271
3,176,090 1,176,331 4,352,421 4,143,026
39,870,123 1,557,944 41,428,067 36,358,146
6,467,929 357,446 6,825,375 6,539,398
31,201,367 713,012 31,914,379 31,599,684
24,545,641 11,428 24,557,069 23,931,481
6,694,495 109,244,084 115,938,579 109,607,795
261,334,088 191,326,532 452,660,620 430,655,741
2,662,155 - 2,662,155 2,958,998
665,150 (568,675) 96,475 56,519
264,661,393 190,757,857 455,419,250 433,671,258
30,133,098 - 30,133,098 30,154,903
6,089,332 - 6,089,332 5,727,420
36,222,430 - 36,222,430 35,882,323
42,940,049 - 42,940,049 419,553,327
- - - 5,968,278
42,940,049 - 42,940,049 425,521,605
343,823,872 190,757,857 534,581,729 895,075,186
- 1,814,341 1,814,341 (516,748)
3,752,222 (3,635,758) 116,464 (3,790,537)
$ (2,381,018) $ (1,821,417) $ (4,202,435  $ 13,648,102

The accompanying notes to financial statements are an integral part of this statement.



VIRGINIA COMMONWEALTH UNIVERSITY

NOTESTO FINANCIAL STATEMENTS

AS OF JUNE 30, 1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As one of only three Carnegie Research Universities-1 in Virginia and its most comprehensive
urban university, Virginia Commonwealth University plays a significant role in providing a college-trained
workforce, high quality hedth care, and cultura enrichment for the Richmond area and the
Commonweslth.

More than 22,800 undergraduate, graduate, and professional students pursue 141 degree
programs on VCU's two campuses. the Academic Campus, situated in the historic Fan District, and the
Medical College of Virginia Campus, located two miles east in the commercia and governmental district
of downtown Richmond. VCU's one college and ten schools include one of the largest art schools in the
country as well as the South's oldest school of social work, and the MCV Campus supports one of the
largest academic medical centers in the country.

The financia statements of the University are prepared in accordance with generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board and the American
Institute of Certified Public Accountants industry audit guide, Audits of Colleges and Universities. Since
the Univerdity is a component unit of the Commonwesalth of Virginia, it is included in the Comprehensive
Annual Financial Report of the Commonwealth.

A. Reporting Entity

The accompanying financial statements include the accounts of all organizational units of
Virginia Commonwedth University and the Virginia Commonwedth University Intellectual
Property Foundation, a component unit, which is blended (consolidated) with University
operations. The assets of affiliated organizations, which are separately incorporated and managed
by their own Boards, are not included in these statements. The VCU Foundation, VCU Rea
Estate Foundation, Virginia Commonwealth Universty Alumni Association, Virginia
Biotechnology Research Park Authority, Virginia Commonwedth University School of
Engineering Foundation, Medical College of Virginia Hospitals Authority, Medica College of
Virginia Foundation, Medical College of Virginia Alumni Association of VCU, MCV Physicians,
and M.C.V./V.C.U. Dental Faculty Practice Association are described in Note 7.

B. Basis of Accounting

The financia statements of the University have been prepared on the accrual basis except
for depreciation expense relating to capitalized fixed assets which is not recorded. The statement
of current funds revenues, expenditures and other changes is a statement of financia activities of
current funds related to the current reporting period and does not purport to present the results of
operations or the net income or loss for the period as would a statement of income or a statement
of revenues and expenses.



Fund Accounting

To ensure observance of limitations and restrictions placed on the use of resources, the
accounts are maintained in accordance with the principles of "fund accounting." Resources are
classified for accounting and reporting purposes into funds that may be used for the activities or
objectives specified. Separate accounts are maintained for each fund. Funds having similar
characteristics have been combined into fund groups. Accordingly, all financia transactions have
been recorded and reported by fund group.

Within each group, fund balances restricted by outside sources are so indicated and are
distinguished from unrestricted funds allocated for specific purposes by action of the Board of
Vistors. Externadly restricted funds may be utilized only in accordance with the purposes
established by the source of such funds and are in contrast with unrestricted funds, of which the
governing board retains full control to use in achieving any of itsinstitutional purposes.

All gains and losses arising from the sale, collection, or other disposition of investments
and other noncash assets associated with the above restricted or unrestricted funds are accounted
for in the fund that owned such assets. Ordinary income derived from investments, receivables,
and the like, is accounted for in current unrestricted funds, except for income derived from
investment of endowment funds, which is accounted for in the fund to which it is restricted, or if
unrestricted, as revenue in the unrestricted current funds.

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

Investments

Investments are recorded at market, if purchased, or fair market value at the date of
receipt, if received as a gift.

Inventories

Inventories are valued at the lower of cost (generally determined on the first-in, first-out
method) or market.

Accrued Compensated Absences

The University records a liability for all earned vacation, compensatory, and sick leave
not taken as well as related fringe benefits. The sick leave accrua is limited to $5,000 per
classfied employee. Sick leave is payable upon employment termination and is limited to 25
percent of the value accumulated or $5,000, whichever is less, under the Commonwedalth of
Virginias sick leave pay-out policy for employees with 5 or more years of service. Vacation and
compensatory leave are payable in full upon termination.



G. Due From/Due To Other Funds

For investment purposes, the University pools cash balances not held by the Treasurer of
Virginia All investments and the activity related to the invested balances, including the risk of
loss and realization of gain, are recognized in Current Unrestricted Funds. Both the “Due To
Other Funds’ in Current Unrestricted Funds and the “Due From Other Funds’ in Current
Restricted Funds have been reduced by $1,590,000 which represents an advance of cash held by
the Treasurer of Virginia to Current Restricted Funds pending the receipt of moneys from grants
and contracts.

H. Plant Funds

Plant assets are stated at cost or, if donated, at fair market value on the date of
acquisition. No provision for depreciation is made. Expenditures for construction in progress are
capitalized as incurred and reflected in net investment in plant. Interest expense relating to
congtruction is capitalized net of interest income earned on resources set aside for this purpose.
Current funds used to finance plant assets are accounted for as expenditures for the normal
replacement of movable equipment and library books; mandatory transfers for required provisions
for debt service; and transfers of a nonmandatory nature for all other cases. Plant assets at the
time of disposal revert to the Commonwesalth of Virginia for disposition. Proceeds, if any, are
returned to the University.

l. Hospital Services

The University provides facilities, graduate medical education, clinical support,
administrative support and medical care of indigent patients to hospitals. The revenues and
expenditures necessary to provide the services are classified as hospital services. The
comparative amounts shown for the year ended June 30, 1997 include the operations of the
Medica College of Virginia Hospitals, which were transferred to the Medical College of Virginia
Hospitals Authority on June 30, 1997.

CASH AND INVESTMENTS
Cash

All cash of the University is maintained in accounts collateralized in accordance with the Virginia
Security for Public Deposits Act, Section 2.1-359 et seq. of the Code of Virginia or covered by federal
depository insurance.

Investments

The University’s non-state funds, other than Endowment and Quasi-Endowment funds, are
managed by professional investment managers. The University's investment objective is to ensure the
preservation of capital with sufficient liquidity to meet operating expenditure requirements. The
investment policy of the University is established by the Board of Visitors and is monitored by the Finance
and Investment Committee of the Board. Investment managers may invest in the following types of
investments: direct obligations of the United States, obligations unconditionally guaranteed by the United
States, obligations of any agency or instrumentality of the United States, collateralized mortgage
obligations, certificates of deposit and time deposits of Virginia banks and savings and loans, repurchase



agreements, banker's acceptances, commercial paper, money market funds, corporate notes and fully
hedged debt obligations of sovereign governments and companies. The allocation of assets at June 30,
1998, is 26 percent high-quality cash equivalents with maturities of less than one year and 74 percent high
quality fixed income securities.

The University's investments at June 30, 1998 that are represented by specific identifiable
investment securities are classified as to the level of risk assumed at year-end. Category 1 includes
investments that are insured or registered or for which the securities are held by the University or its
agentsin the University's name. Category 2 includes uninsured and unregistered investments for which the
securities are held in the broker's or dedler's trust department or safekeeping agent in the University's
name. None of the University's investments meets this classification requirement. Category 3 includes
uninsured and unregistered investments for which the securities are held by the broker or dedler, or by its
trust department or safekeeping agent but not in the University's name.

For management purposes, Endowment and Quasi-Endowment funds are held in the investment
pools of the VCU Foundation, the VCU Real Estate Foundation, or the MCV Foundation. These funds
remain the property of the University. The investment pools consist of cash equivaents, bonds, preferred
and common stocks, and real estate. The University’s equity in the investment pools is based on units or
shares in the investment pools. Consequently, funds held by the foundations are not categorized as to the
level of risk.

Due to the cyclical nature of tuition and fee collections, the University's investment in overnight
repurchase agreements for which the underlying securities were held by the dedler fluctuates significantly
during the year. As aresult, the amounts that were in category 3 at those times were substantialy higher
than at year end.

Categorization of investments for assets held at June 30, 1998:

Category Market
1 3 Cost Vaue
Investments.
U.S. Government and
U.S. Government Agency
Securities $ 17,702,134 $ - $ 17,702,134 $ 17,886,226
Corporate bonds 9,197,060 - 9,197,060 9,202,669
Commercial paper 1,391,935 - 1,391,935 1,391,935
Foreign bonds 1,047,691 - 1,047,691 999,248
Repurchase agreements - 7,291,000 7,291,000 7,291,000
Subtotal $ 29,338,820 $ 7,291,000 36,629,820 36,771,078
Mutual and Money Market Funds 7,841,725 7,841,725
Investments held by the Treasurer of Virginia
Securities Loans 689,923 689,923
Investments held by the VCU Intellectual Property Foundation 432,261 1,068,216
Investment Pools (Note 7):
Investments held by VCU Foundation 20,544,307 25,000,385
Investments held by VCU Real Estate Foundation 1,000,000 1,000,000
Investments Held by the MCV Foundation 2,361,143 4,400,817

Tota Investments $ 69,499,179 $ 76,772,144




Categorization of investments for assets held at June 30, 1997:

Category Market
1 3 Cost Vaue
Investments.
U.S. Government and
U.S. Government Agency
Securities $ 20,590,607 $ $ 20,590,607 $ 20,547,448
Corporate bonds 11,799,647 - 11,799,647 11,760,849
Commercial paper 4,345,319 - 4,345,319 4,345,319
Repurchase agreements - 4,518,415 4,518,415 4,518,414
Subtotal $ 36,735,573 $ 4,518,415 41,253,988 41,172,030
Mutual and Money Market Funds 39,067,502 39,067,502
Investments held by the Treasurer of Virginia
Securities Loans 2,184,607 2,184,607
Investments held by the VCU Intellectual Property Foundation - 912,500
Investment Pools (Note 7):
Investments held by the VCU Foundation 18,460,780 22,323,892
Investment held by the VCU Real Estate Foundation 1,000,000 1,000,000
Investments held by the MCV Foundation 2,361,143 3,631,499
Tota Investments $ 104,328,020 $ 110,292,030
BALANCE SHEET DETAIL
1998 1997
Accounts receivable:
Unrestricted current funds:
Student and other receivables, |ess allowance of
$1,775,343in 1998 and $1,097,676 in 1997 $ 9,555,378 $ 10,714,161
Commonwedlth of Virginia 3,758,623 -
Medica College of Virginia Hospitals Authority 4,553,565 4,814,398
Total unrestricted current funds 17,867,566 15,528,559
Restricted current funds:
Grants and contracts, less allowance of
$945,000 in 1998 and $945,000 in 1997 8,531,777 7,857,723
Loan funds:
Student notes receivables, less allowance of
$2,756,621 in 1998 and $2,560,009 in 1997 22,268,651 21,438,731
Agency funds 60,912 54,951
Total receivables $ 48,728,906 $ 44,879,964




Investment in Plant;

Land $ 16,945,366 $ 13,668,931
Land improvements 5,991,374 5,991,374
Buildings 185,194,192 185,099,861
Equipment 114,868,378 108,712,150
Library books 56,974,542 51,474,612
Fine arts collections 1,249,699 1,239,699
Construction in progress 98,022,528 57,664,968

Leasehold Interests:
Steam plant 18,383,757 18,303,762
School of Engineering building 25,102,619 9,216,166
Biotechnology Research Park 6,548,068 6,226,069
Equity in equipment trust fund 164,804 71,507
Total investment in plant $ 529,445,327 $ 457,669,099

RESTATEMENT OF BALANCES AT JUNE 30, 1997

Investments and Fund Balances in Current Unrestricted and Endowment and Similar Funds
originaly reported in the University’s financial statements as of June 30, 1997 have been restated.
Governmental Accounting Standards Board Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools, requires that certain investments be recorded at
market value. The adjustment to Investments valued at cost on June 30, 1997 recognizes the unrealized
loss or gain when compared to market value. The impact on the related fund balances is aso presented.

The comparative totals for June 30, 1997 have been adjusted as follows:

Origind Adjusted
Balance Adjustment Balance
Baance Shest:
Investments $ 104,328,017 $ 5,964,013 $ 110,292,030
Fund balances:
Unrestricted current funds 30,931,258 830,542 31,761,800
Endowment funds 1,861,877 417,896 2,279,773
Quasi-endowment funds 19,960,046 4,715,575 24,675,621
Statement of current funds revenues,
expenditures, and other changes:
Revenues:
Other sources 17,074,738 830,542 17,905,280



5.

LONG TERM DEBT

Long-term debt of the University consists of the following at June 30:

1998 1997
Bonds Payable:
4.25% to 5.75% Genera Revenue Pledge Bonds,
Series 1995 and 1996, payable through 2021 $ 55,925,000 $ 56,305,000
3% to 8% Commonwedlth of Virginia Revenue Bonds
payable through 2017 41,463,383 43,522,357
Total bonds payable 97,388,383 99,827,357
Capital Leases:
Virginia College Building Authority with imputed
interest rates of 7.26% to 8.39% 10,559,707 8,381,446
Virginia Public Building Authority with imputed
interest rates of 2.5% to 5.85% 16,362,528 16,986,430
Virginia Biotechnology Research Park Authority
with imputed interest financing of 9.5% 6,356,467 6,156,920
Total capital lease obligations 33,278,702 31,533,796
Installment Purchases:
Obligations under installment purchase contracts
with interest rates of 4.25% to 7% 1,209,668 2,291,187
Total long-term debt $ 131,876,753 $ 133,652,340
Long-term debt matures as follows:
Fiscal Revenue Capital Installment
Year Bonds Leases Purchases Total
1999 $ 4,186,652 $ 3,299,685 $1,121,428 $ 8,607,765
2000 5,039,817 3,165,934 63,994 8,269,745
2001 5,238,960 3,469,151 17,828 8,770,939
2002 5,020,253 3,172,611 5,102 8,197,966
2003 4,752,675 1,980,002 1,316 6,733,993
Later Years 73,105,026 18,191,319 - 91,296,345
Tota $97,388,383 $33,278,702 $1,209,668 $131,876,753




Commonweath Revenue Bonds

The Commonwedlth of Virginia issues bonds for agencies and ingtitutions of the Commonwealth.
The University has received a portion of the proceeds to fund capital construction. The University
recognizes a liability associated with its share of the bonds and remits principal and interest payments
related to this liahility to the Treasurer of Virginia. Of the total Commonwesalth of Virginia Revenue
Bonds, outstanding bonds payable in the amount of $4,553,565, which will be repaid by the Authority as
described in Note 7, are classified as aliability in Current Unrestricted Funds.

Virginia College Building Authority

The University participates in the Higher Education Equipment Trust Fund of the Virginia
College Building Authority (VCBA), an agency of the Commonwealth of Virginia. The Higher Education
Equipment Trust Fund provides funds to public colleges and universities for equipment acquisition.  For
accounting purposes, the financing arrangement is considered to represent a capital lease.

Virginia Public Building Authority

The University participates in a financing arrangement with the Virginia Public Building
Authority for the construction of a steam plant adjacent to the MCV campus. The University considers
this financing arrangement to be a capital |ease.

Defeasance of Debt

In prior fiscal years, a portion of the Commonwealth of Virginia Revenue Bonds, of which the
University has a share, has been defeased. Details relating to the prior years defeasances are reported in
the Comprehensive Annua Financial Report of the Commonwedlth.

RETIREMENT, PENSION PLANS, AND POST EMPLOYMENT BENEFITS OTHER THAN
PENSION BENEFITS

Substantially all full-time classified salaried and certain full-time faculty employees of the
University participate in the defined benefit retirement plan administered by the Virginia Retirement
System (VRS). VRS is an agent multiple-employer Public Retirement System (PERS) that acts as a
common investment and administrative agency for the Commonwedth of Virginia and its political
subdivisions.

In the prior fiscal years, payroll activity related to the Medical College of Virginia Hospitals has
been included. On June 30, 1997, the Medical College of Virginia Hospitals was transferred to the
Medical College of Virginia Hospitals Authority. For comparative purposes, prior year totals have been
restated to reflect University activity only.

Information regarding types of employees covered, benefit provisions, employee digibility
requirements including eigibility for vesting, and the authority under which benefit provisions as well as
employer and employee obligations to contribute is established and discussed in the Comprehensive
Annual Financial Report of the Commonwealth of Virginia.

The University's payroll costs, excluding accrued payroll, for employees covered by the VRS for
the years ended June 30, 1998 and 1997, respectively, were $112,229,309 and $95,037,701. The



University's total payroll costs for the years then ended were $226,183,048 and $187,461,826.

The University's total VRS contributions were $11,009,695 and $13,395,715 for the years ended
June 30, 1998 and 1997, respectively, which included the 5 percent employee contribution assumed by the
employer. These contributions represent 9.8 percent of covered payroll.

The VRS does not measure assets and pension benefit obligations separately for individual state
ingtitutions. The Comprehensive Annual Financial Report of the Commonwealth of Virginia provides
disclosure of the Commonwealth's unfunded pension benefit obligation at June 30, 1998. The same report
contains historical trend information showing VRS'S progress in accumulating sufficient assets to pay
benefits when due.

Full-time faculty and certain administrative staff are eligible to participate in other retirement
plans. These are fixed-contribution programs where the retirement benefits received are based upon the
employer, 5.4 percent, and employee, 5 percent, contributions (all of which are paid by the University)
plus interest and dividends.

Individual contracts issued under the plans provide for full and immediate vesting of both the
University's and the employee contributions. Total pension costs under these plans were $7,719,750 and
$5,594,869 in fiscal years 1998 and 1997, respectively. Contributions to other retirement plans were
calculated using the base salary $74,228,365 in fiscal year 1998, and $53,796,817 in fiscal year 1997.

The state participates in the VRS administered statewide group life insurance program which
provides post employment life insurance benefits to eligible retired and terminated employees. The state
also provides health care credits against the monthly health insurance premiums of its retirees who have at
least 15 years of state service and participate in the state health plan. Information related to these plansis
available at the statewide level in the Comprehensive Annual Financial Report of the Commonwealth.

RELATED PARTIES

The financia statements do not include the assets, liabilities, or fund balances of affiliated
organizations. All of these organizations are separately incorporated entities managed by their own
Boards and audited by other independent certified public accounting firms. Each organization is described

below.

Medical College of Virginia Foundation

The foundation is organized to aid, strengthen, and extend the work, services, and objectives of
the Medical College of Virginia Hospitals Authority and the Hedth Sciences Campus of Virginia
Commonwedlth University. This is achieved through the receipt of contributions, investment and
management of funds and the disbursement of current funds and a portion of the total return on
endowment. Foundation transfers to the University and expenditures to support University programs
totaled $9,741,000 in 1998 and $9,846,000 in 1997.



VCU Foundation

The foundation functions solely to assist and support the University. In that capacity, the
foundation holds and manages endowment funds for the University. The University received $3,753,397
in 1998 and $2,760,548 in 1997 from the foundation.

VCU Real Estate Foundation

The foundation functions solely to assist and support the University. The sole purpose of the
foundation is to hold and manage real estate for the University. The University received $185,500 in 1998
and $132,800 in 1997 from the foundation and has an operating lease liability of $3,224,827.

Virginia Commonwedth University School of Engineering Foundation

The foundation is organized exclusively for educational, scientific, and charitable purposes and to
provide financial and other support to the University’s School of Engineering. The University has issued
$26,895,000 of General Revenue Pledge Bonds for the purpose of constructing a School of Engineering
Foundation building. The proceeds will be advanced to the School of Engineering Foundation who, as
owner of the property, will construct the building. The School of Engineering Foundation will solicit
contributions and remit funds to the University sufficient to retire the indebtedness including interest. The
funds received from the School of Engineering Foundation will be recorded as contributions received. For
accounting purposes, the University records a leasehold interest in Net Investment in Plant equal to the
funds advanced. The University received $497,452 in 1998 and $625,726 in 1997.

The following summarizes selected financial data of the fund raising foundations which support
the University, the Medical College of Virginia Foundation, the VCU Foundation, the VCU Real Estate
Foundation and its controlled affiliate, and the Virginia Commonwealth University School of Engineering
Foundation at June 30, 1998 and 1997.

1998 1997
Assets:
Cash and investments $ 239,886,322 $ 196,368,818
Other assets 37,686,664 22,304,297
Total assets $ 277,572,986 $ 218,673,115
Liabilities and funds balances:
Accounts and loans payable $ 9,068,965 $ 9,084,247
Due to the University 55,206,734 34,487,769
Fund balances 213,297,287 175,101,099
Totd liabilities and fund balance $ 277,572,986 $ 218,673,115
Revenues and other fund additions $ 54,023,012 $ 44,804,880

Expenditures and other fund
deductions $ 15,870,824 $ 15,120,129




MCV Physicians

The primary purpose of MCV Physicians is to attract highly qualified physicians to serve on the
faculty of the University and to encourage their practice at MCV Hospitals. The total earnings of faculty
members are limited to an amount approved by the University. A portion of the clinica earnings is
contributed to the University. MCV Physicians also provides funding to the University for other support
expenses. Clinica earnings contributed and other support received were $2,934,665 and $9,936,677 in
1998 and $6,112,493 and $9,021,094 in 1997.

Medical College of Virginia Alumni Association of VCU

The purpose of the Medical College of Virginia Alumni Association of VCU isto organize dumni
activities for Virginia Commonwealth University. The University provided funding of $184,023 in 1998
and $175,033 in 1997, as the principal source of funding for the Association's operation.

Virginia Commonwedth University Alumni Association

The Association was formed for educational purposes to further the best interests of the
University, its alumni, and students. The University provided funding of $115,368 in 1998 and $115,368
in 1997, as the principal source of funding for the Association's operation.

Virginia Biotechnology Research Park Authority

The primary purpose of the Virginia Biotechnology Research Park Authority is to expand
knowledge pertaining to scientific and technological research and development among public and private
entities and promote the economic and industrial development of the City of Richmond and the
Commonwealth of Virginia. The University currently occupies 40,114 square feet of Biotech One under a
capital lease as shown in Note 5. In addition, the University is committed to a twenty year Master Lease
with the Authority, which guarantees monthly rent equal to the principal and interest necessary to amortize
the outstanding debt associated with the construction of the facilities and any additional rent required. The
maximum amount payable under this Lease for space not occupied by the University is $543,235 annually
during the first ten years of the Lease and $1,278,200 annually for the remainder of the lease term.

Medical College of Virginia Hospitals Authority

The University provides graduate medical education, clinical support, administrative support, and
medical care of indigent patients to the Medical College of Virginia Hospitals Authority (Authority). The
University also rents hospital facilities to the Authority on a long-term lease for $1 per year and certain
space in other facilities. The University received $39,558,333 from the Authority including $522,640
attributable to the account receivable and $3,096,400 for facility rental. The University paid the
Authority $4,557,552 for maintenance services provided to University facilities, resident services, and
rent. The balance of the receivable recorded by the University for the retirement of a portion of the
Commonwealth of Virginia Revenue Bonds attributable to the patient and visitors parking deck is
$4,553,565 at June 30, 1998.

M.C.V./V.C.U. Dental Faculty Practice Association

The Association was established to support the education, research, service, and patient care
mission of the School of Dentistry (School) of Virginia Commonwealth University. The Association
promotes and coordinates the delivery of superior patient care at the School.
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FUNDSHELD IN TRUST BY OTHERS

Under the provisions of the wills of certain benefactors, the University's portion of principal sums
with market values of $18,384,807 and $20,346,479 at June 30, 1998 and 1997, respectively, was held in
trust by others. These assets are not included in the University's balance shest.

COMMITMENTS

The University is party to various construction commitments. At June 30, 1998 and 1997, the
remaining commitments total $15,753,308 and $34,969,714, respectively.

The University aso is committed under various operating leases (for buildings, computer
equipment, business equipment, etc.). The University has renewal options on the leased assets for another
similar term. In most cases, the University expects that, in the normal course of business, these |eases will
be replaced by similar leases. Rental expense for the fiscal years ended June 30, 1998 and 1997, was
$2,505,865 and $2,306,089, respectively. In addition, the University reimburses the Commonwealth of
Virginia $89,602 annually for the use of space in afacility owned by the Commonweslth.

The University has, as of June 30, 1998, the following total future minimum rental payments due
under the above leases.

Operating
Fiscal Year Lease Agreements
1999 $2.002.915
2000 1.177.296
2001 1.113.466
2002 796,840
2003 736,575
Later Years 630,504
Totd future minimum
rental payments $ 6,430,596

LITIGATION

The University has been named as a defendant in a number of lawsuits. The final outcome of any
of these lawsuits cannot be determined at this time. However, management is of the opinion that any
ultimate liability to which the University may be exposed will not have a materia effect upon the
University's financial position.

Y EAR 2000

The University’s highest Year 2000 priorities are the critical administrative systems and central
computing and networking resources that connect them to the University community. The projects to
renovate or replace that mission critical technology are proceeding on-schedule, with expected compl etions
during calendar year 1998. All other systems should be compliant by September 1999, when all
comprehensive Year 2000 testing is scheduled for completion. At June 30, 1998, the University is
committed to contracts totaling approximately $500,000.

The mission critical systems at VCU are the Financia Records System, the Human Resource
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System, the Notis Library System, and the Student Information System. The University is subjecting its
four mission critical systemsto the following stages of work to address Y ear 2000 issues:

Assessment stage — Identifying the systems and components for which Y ear 2000 compliance
work is needed.

Renovation stage — Making changes to systems and equipment.

Testing\validation stage — Validating and testing the changes that were made during the
renovation stage.

Implementation stage — implementing the changes into the mission critical system.

As of June 30, 1998, the University has completed the assessment phase, and has performed work
in the renovation and the testing\validation phases for all four mission critical systems. Work is being
performed in the implementation phase for the Notis Library and Student Information Systems.

SUBSEQUENT EVENT

On October 28, 1998, the Virginia College Building Authority (VCBA) closed on its Educational
Facilities Revenue Bonds (Public Higher Education Financing Program), Series 1998A (the “Pooled Bond
Program”). The University participates in this program and received bond proceeds in the amount of
$12,900,000. The Series 1998A Bonds will be used to finance the fine arts center project, residence hall
renovation and the parking deck D project. The bonds bear interest rates ranging from 3.15 percent to 5
percent payable in the years 2000 through 2019.

The debt matures as follows;

Fiscal VCBA
Year Pool Issue
1999 $ -
2000 435,000
2001 450,000
2002 465,000
2003 480,000
Later Years 11,070,000

Total future minimum rental payments $12,900,000
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STATE APPROPRIATIONS — UNRESTRICTED FUNDS

The University receives state appropriations from the General Fund of the Commonwedlth. The
Appropriation Act specifies that such unexpended appropriations shall revert, as specifically provided by
the Generad Assembly, at the end of the biennium. For years ending at the middle of the biennium,
unexpended appropriations that have not been approved for re-appropriation in the next year by the
Governor become part of the General Fund of the Commonwesalth and are, therefore, no longer available
to the University for disbursements.

The following is a summary of state appropriations received by the University for the year ended
June 30, 1998.

Academic Division:

Original legidative appropriation (Chapter 924) $ 131,488,918
Education and general appropriation
transfer in 510,310
Total adjusted Academic Division $ 131,999,228
SURETY BOND

The employees of the University were covered by a Faithful Performance Duty Bond administered
by the Commonwealth of Virginia s Department of General Services, Division of Risk Management with
ligbility limits of $500,000 for each occurrence. Information relating to the Commonweslth’s self-
insurance plan is available a the statewide level in the Commonwesdlth of Virginia's Comprehensive
Annua Financia Report.



VIRGINIA COMMONWEALTH UNIVERSITY
SCHEDULE OF AUXILIARY ENTERPRISES - REVENUE

EXPENDITURES AND CHANGES IN FUND BALANCE

For The Period Ended June 30, 1998

Revenue:
Student fees
University fee
Sales and services

Total revenue
Cost of sales
Net revenue
Expenditures:
Personal services
Employee benefits
Contractual services
Supplies and materials
Equipment
Current charges and obligations
Miscellaneous
Operating expenses

Interdepartmental recoveries
and charges

Net operating expenses

Excess (deficiency) of revenues over (under)
operating expenses before transfers

Transfers:
Mandatory
Nonmandatory

Net increase (decrease) for the year

Beginning fund balance

Ending fund balance

Dental
Larrick Business Instrument
Food Student Parking and Residence Stores and Student Student Services Development Management Steam
Athletics Services Gyms Center Transportation Halls Shops Commons Health Administration  Programs Unassigned Programs Plant Total

- $ 3550387 $ - $ - $ - $ 6920403 $ - % - 1871784 $ - $ - $ 13477755 $ - - $ 25820329
4,530,209 200,000 1,908,809 236,701 1,439,035 - - 1,941,891 269,664 - 326,584 (10,852,893) - 2,244,539 -
984,984 1,134,626 182,044 - 4,861,303 191,841 1,736,999 80,844 232,758 9,871 11,000 618,279 572,147 - 12,861,235
5,515,193 4,885,013 2,090,853 236,701 6,300,338 7,112,244 1,736,999 2,022,735 2,374,206 9,871 337,584 3,243,141 572,147 2,244,539 38,681,564
- - - - - - 1,303,938 - - - - - - - 1,303,938
5,515,193 4,885,013 2,090,853 236,701 6,300,338 7,112,244 433,061 2,022,735 2,374,206 9,871 337,584 3,243,141 572,147 2,244,539 37,377,626
1,894,975 103,329 702,710 107,889 1,098,349 2,114,132 167,069 630,579 1,290,549 210,581 202,959 19,668 51,374 295,992 8,890,155
452,879 28,893 93,774 27,366 243,788 470,242 27,326 100,423 314,965 44,548 45,783 734 8,779 73,376 1,932,876
1,219,992 3,195,419 194,490 7,489 1,361,481 1,423,110 125,049 172,444 412172 16,960 145,645 1,617,658 55,639 257,041 10,204,589
35,507 34,833 67,148 4,730 90,946 350,499 (107,555) 58,604 96,963 21,849 7,704 58,328 174,716 (397,631) 496,641
48,019 301,862 150,711 409 69,135 225872 675 256,638 200,502 19,303 24,765 22,833 206,515 3,814 1,531,053
2,097,418 353111 352,050 20,777 1,265,241 1,908,316 218,428 505,208 211,339 21,614 119,923 815,438 9,603 593,906 8,492,372
237,517 43,692 69,291 8,208 217,264 283,928 67,745 54,738 103,264 319 15,480 7,679 27,816 - 1,136,941
5,986,307 4,061,139 1,630,174 176,868 4,346,204 6,776,099 498,737 1,778,634 2,629,754 335,174 562,259 2,542,338 534,442 826,498 32,684,627
(203,732) - (1,397 (39 (439,094) (8,129) (223,108 (21,337) (80) (309,108) (105,558 (2,543,885) - - (3,855,467)
5,782,575 4,061,139 1,628,777 176,829 3,907,110 6,767,970 275,629 1,757,297 2,629,674 26,066 456,701 (1,547) 534,442 826,498 28,829,160
(267,382) 823,874 462,076 59,872 2,393,228 344,274 157,432 265,438 (255,468) (16,195) (119,117) 3,244,688 37,705 1,418,041 8,548,466
- 35,746 - - 1,167,417 1,264,783 - 674,314 - - - 1,813,224 - 1,133,848 6,089,332
(123.232) 637,432 (183,310) - (105,215) (313442 151,663 (208,314) - 250,000 - 1,357,085 35114 - 1,497,781
(144,150 150,696 645,386 59,872 1,331,026 (607,067) 5,769 (200,562) (255,468) (266,195) (119,117) 74,379 2,591 284,193 961,353
(10,260) 473,640 892,329 19,209 2,341,943 2,807,311 1,247,561 425,621 426,806 176,087 55,218 6,613,025 682,190 (301,132) 15,849,548
(1544100 $ 624336 $ 1537715 $ 79081 $ 3672969 $ 2200244 $ 1253330 $ 225059 $ 171338 $ (90108) $ (63899 $ 6687404 $ 684781 $ (16,939) $ 16,810,901
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