’i\ MICHIGAN STATE UNIVERSITY /\

NOTES TO THE FINANCIAL STATEMENTS (All dollar figures stated in these Notes are in thousands)

1. Organization, basis of presentation, reporting entity, and summary of significant accounting policies

Organization:

Michigan State University (the “University”) was founded in 1855 as the Agricultural College of the State of Michigan. It was the first
institution of higher learning in the nation to teach scientific agriculture and in 1863 became a pioneer land grant college under the
Morrill Act. The University has grown into a comprehensive research university providing undergraduate, graduate, and professional
degree programs. The University is not a component unit of the State of Michigan as defined by the Governmental Accountin ting
rStandards Board (GASB).
Basis of presentation: |his reminds us that he GASB, issuing numbered Statements is defining standards of accounting, and that
while MSU is NOT a “component unit of the State,” it is still (per GASB) a publIC]\; owned college or university (here, “university”)

The University follows all applicable GASB pronouncements. The acoompanylng financial statements have been prepared using the
economic resource measurement focus and the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America for gubﬁclx owned colleges and universities and are presented in accordance with the
reporting model prescribed in Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements-

and Management's Discussion and Analysis-for State and Local Governments, and GASB Statement No. 35, Basic Financial
Statements-and Management's Discussion and Analysis-for Public Colleges and Universities, as amended by GASB Statements No.
37, No. 38, and No. 63. The University follows the “business-type” activities requirements of GASB Statement No. 34. This

approach requires the following components of the University's financial statements:
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« Basic Financial Statements: Statement of Net Position; Statement of Revenues, Expenses, and Changes in Net Position;
Statement of Cash Flows; and Notes to the Financial Statements.

GASB Statement No. 34, as amended by No. 63, establishes standards for external financial reporting for public colleges and
universities and requires that resources be classified for accounting and reporting purposes into the following four net position
categories:



