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The mission of Arizona State University is to provide outstanding programs of undergradu-
ate and graduate education, cutting edge research, and public service for the citizens of the
State of Arizona with special emphasis on the Phoenix metropolitan area.  In support of this
mission, the faculty, staff, and administration of ASU are committed to:

• Providing a learner centered education accessible to a broad cross section
of people from Arizona;

• Providing high quality undergraduate education with opportunities that chall-
enge students of varying abilities - including some of Arizona’s and the nation’s
finest - to achieve their goals;

• Providing graduate education of nationally and internationally recognized
caliber:

• Enhancing research efforts commensurate with our role as a national re-
search university with special emphasis on metropolitan issues and the promo-
tion of economic growth and quality of life in the Phoenix metropolitan area; and

• Providing public service through community partnerships and reassertion of
social stewardship and civic responsibility in all our endeavors.

Members of the Arizona State Legislature

The Arizona Board of Regents

We have audited the accompanying balance sheet of Arizona State University as of June 30, 2001, and the related statements of changes in fund balances
and current operating funds revenues, expenditures, and other changes for the year then ended.  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 audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.  Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as 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 financial position of Arizona State University as of
June 30, 2001, and the changes in its fund balances and its current operating funds revenues, expenditures, and other changes for the year then ended in
conformity with U.S. generally accepted accounting principles.

Debbie Davenport

DEBRA  K. DAVENPORT,  CPA
        AUDITOR GENERAL
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Note I -  Accrued Vacation Pay
The University has not made accruals for vacation time earned, but not taken, as of fiscal year end.  If the accruals for vacation pay were made, including the
related employer’s FICA taxes, the General Operating, Designated, Auxiliary Enterprises, and Restricted Funds’ liabilities would be increased by approximately
$9.2 million, $1.4 million, $1.3 million, and $1.3 million, respectively.  University management believes that this omission does not have a significant effect on the
accompanying financial statements taken as a whole.  The General Operating Fund liability would be funded by the subsequent year’s appropriations from the
Arizona State Legislature.
Note J - Other Matters
Pursuant to A.R.S. 41-621, the University participates in a self-insurance program administered by the State of Arizona, Department of Administration, Risk
Management Section.  The State’s Risk Management Program covers the University, subject to certain deductibles, for risks of loss related to such situations
as theft, damage and destruction of property, buildings, and equipment; errors and omissions;  injuries to employees; natural disasters; and liability for acts or
omissions of any nature while acting in authorized governmental or proprietary capacities and in the course and scope of employment or authorization, except
as prescribed in A.R.S. 41-621.  Loss risks not covered by the Risk Management Section and where the University has no insurance coverage are losses
arising from contractual breaches and losses that arise out of and are directly attributable to an act or omission determined by a court to be a felony.  In
accordance with the disclosure requirements of GASB Statement No. 10, we note that judgments and claims not covered by the Risk Management Section
during the three years ended June 30, 2001 have not been material to the University’s financial statements taken as a whole.

Federal grants provided to the University and accounted for in the Restricted Fund and in the Student Loan Fund are subject to review and audit by Federal
agencies.  In the opinion of the University, any adjustments or repayments which may be required would not be material to the overall financial condition of the
University.

The University plans to issue during fiscal 2002, $85.0 million of system revenue bonds and $135.2 million of Lease-Purchase Certificates of Participation
(COPS) for various projects on all three campuses.  The annual debt service for the $49.1 million of COPS for the East and West Campuses will be funded from
the new Proposition 301 (education sales tax) revenues the University will begin receiving in fiscal 2002.  The University is contemplating issuing in fiscal 2002
approximately $150.0 million of system revenue refunding bonds as a result of presently available lower interest rates in order to reduce debt service costs.
The net present value savings to be realized from the refundings (refinancings) will be dependant on available interest rates at the time of any such refundings.

Beginning with the year ending June 30, 2002, the University will be required to prepare its audited external financial statements following GASB Statement
No. 35, Basic Financial Statements - and Management’s Discussion and Analysis - for Public Colleges and Universities, issued by the Governmental
Accounting Standards Board.  The implementation of GASB Statement No. 35 will significantly change the accounting principles and reporting format used by
the University in future audited financial reports.
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Annuity Company (Aetna), and The Vanguard Group were approved by the Arizona Board of Regents.  Benefits under these plans depend solely on the
contributed amounts and the returns earned on the investment of those contributions.  Contributions made by employees vest immediately and University
contributions vest no later than after five years of full-time employment.  Employee and University contributions and associated returns earned on investments
may be withdrawn starting upon termination of employment, death, or retirement.  The distribution of employee contributions and associated investment
earnings are made in accordance with the employee’s contract with the applicable insurance and annuity company.  University contributions and associated
investment earnings must be distributed to the employee in the form of an annuity paid over the employee’s life.

Funding Policy.  The Arizona State Legislature establishes and may amend active plan members’ and the University’s contribution rates.  For the year ended
June 30, 2001, plan members and the University were each required by statute to contribute an amount equal to 7.00% of an employee’s compensation.
Contributions to these plans for year ended June 30, 2001, were as follows (Dollars in Thousands):

University
Contributions

Employee
Contributions

Contributions

TIAA/CREF 7%  $  8,753  $  8,753  $ 17,506
VALIC 7%      1,691      1,691       3,382
Fidelity 7%      1,137      1,137       2,274
Aetna 7%         351         351          702
Vanguard                       7%                             48                            48                               96

Rates (Each)
Total

Contributions

Defined Contribution Plans

Plan Description.  In accordance with A.R.S. 15-1628, University faculty, academic professionals, service professionals and administrative staff have the
option to participate in defined contribution pension plans.  These plans are administered by independent insurance and annuity companies approved by the
Arizona Board of Regents.  For the year ended June 30, 2001, plans offered by the Teachers Insurance Annuity Association/College Retirement Equities Fund
(TIAA/CREF), Variable Annuity Life Insurance Company (VALIC), Fidelity Investments Tax-Exempt Services Company (Fidelity),  Aetna Life Insurance and

Total
Contributions

Employee
Contributions

University
Contributions

Contributions
Rates (Each)

2001 2.66%    $  4,227    $  4,227    $  8,454
2000 2.66%        4,062        4,062        8,124
1999 3.34%        4,851        4,851        9,702

Note H - Retirement Plans
The University participates in one cost-sharing multiple-employer defined benefit pension plan and five defined contribution pension plans.  The following
disclosures are required by Governmental Accounting Standards Board (GASB) Statement No. 27, Accounting for Pensions by State and Local Governmental
Employers.  In addition to the below mentioned plans, there are two other retirement plans totaling $0.5 million in total University and employee contributions
for the year ended June 30, 2001.

Defined Benefit Plan

Plan Description.  The Arizona State Retirement System (ASRS) administers a cost-sharing multiple-employer defined benefit pension plan that covers eligible
employees of the University.  Benefits are established by state statute and provide retirement, death, long-term disability, survivor, and health insurance
premium benefits.  The ASRS is governed by the Arizona State Retirement System Board according to the provisions of Arizona Revised Statutes (A.R.S.) Title
38, Chapter 5, Article 2.  The ASRS issues a publicly available annual financial report that includes its financial statements and required supplementary
information.  That report may be obtained by writing to the ASRS, 3300 North Central Avenue, P.O. Box 33910, Phoenix, Arizona 85067-3910 or by calling (602)
240-2000 or (800) 621-3778.

Funding Policy.  For the year ended June 30, 2001, active ASRS members and the University were each required by statute to contribute at the actuarially
determined rate of 2.66% (2.17% retirement and 0.49% long-term disability) of the employees’ annual covered payroll.  The Arizona State Legislature
establishes and may amend active plan members’ and the University’s contribution rates.    Both the University and the covered employees made the required
contributions for the years ended June 30, 2001, 2000, and 1999 as follows (Dollars in Thousands):



Certificates of Participation
   Towers ASU West      1999A      1999B

Fiscal    Project Refunding  DT Center  DT Center   Other      Total
2002  $     442   $   5,243    $      431   $      489 $      557  $   7,162
2003         446        5,242            430           488         498       7,104
2004         443        5,239            434           486         113       6,715
2005         443        5,239            432           489             6       6,609
2006         443        5,245            430           486       6,604
Thereafter      1,773      15,727         7,772        8,768         570     34,610

 $  3,990   $ 41,935    $   9,929   $ 11,206 $   1,744  $ 68,804
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Note F - Financially Interrelated Organizations
Not included in the financial statements of the University are six financially interrelated organizations that are non-profit corporations controlled by separate
Boards of Directors whose goals are to support Arizona State University.  Financial statements of these organizations are audited by independent auditors.

Four of these financially interrelated organizations — the Arizona State University Alumni Association, Arizona State University Foundation, Sun Angel
Foundation, and Sun Angel Endowment  — receive funds primarily through donations and dues, and contribute funds to the University for support of various
programs.

A fifth financially interrelated organization, Price-Elliott Research Park, Inc. (Park), is developing a research park to promote and support research activities,
in coordination with the University.  In developing the research park, the Park has issued bonds guaranteed by the University.

As of June 30, 2001, the Park had $18.1 million of revenue bonds outstanding at an average interest rate of 5.26%.  The debt service on the bonds is secured
by a subordinated lien on ASU Main Campus revenues.  Park revenues are not pledged in order to provide development flexibility to the Park.

Annual debt service on the Park bonds will be $1.0 million in fiscal year 2002 and varies from a low of $0.9 million in fiscal 2004 to a high of $1.7 million in fiscal
2006.  The University is obligated to pay the annual debt service, if not paid by the Park, under a debt service assurance agreement.

Beginning in fiscal 1990, the University provided operating cash advances to the Park repayable with interest to the University (1) upon the Park’s total gross
receipts for a fiscal year exceeding its total disbursements for that fiscal year and (2) before any Park surpluses are transferred to the Arizona State
University Foundation, for the benefit of Arizona State University.  The last year for cash transfers to the Park was fiscal 1998.  Since the Parks’s repayment
to the University was dependent upon successful future operations and the entering into of additional land leases, the transfers to the Park were recorded
by the University as current year expenditures when made and not as an asset on the University’s balance sheet.  Total cash advances repayable to the
University at June 30, 2001, including accrued interest, totaled $7.5 million.  During fiscal year 2001, the Park repaid $1.1 million to the University, with this
amount being recorded as other source revenues with the timetable for future repayments dependent upon the Park entering into additional land leases.

A sixth financially interrelated organization, the Collegiate Golf Foundation, operates a University owned golf course.

Assets, net assets, and revenues for these organizations for the most recent fiscal year for which audits have been completed aggregated $308.9 million,
$247.8 million, and $91.1 million, respectively, with substantially all of the net assets being donor restricted or endowment funds.

Note G -  General Operating Fund
Beginning in fiscal 1995, the University has received a separate appropriation from the Arizona State Legislature for the ASU East Campus.  This
appropriation along with the separate appropriation for the ASU West Campus (since 1985) are combined with the ASU Main Campus appropriation to
constitute the General Operating Fund.  Separation of the General Operating Fund between campuses for fiscal 2001 follows (Dollars in Thousands):
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   Main    West     East       Total
State Appropriations.............................  $  273,605  $ 39,474  $ 11,337  $  324,416
Tuition, Fees, and Other Revenues......    123,158       3,031       3,853      130,042
Total Revenues....................................  $  396,763  $ 42,505  $ 15,190  $  454,458
Expenditures.........................................    400,529     41,745     15,259      457,533
Net Increase/(Decrease) for the Year...  $    (3,766)  $      760  $      (69)  $    (3,075)
Fund Balances, Beginning of Year........          7,380       1,028          168          8,576
Fund Balances, End of Year..................  $      3,614  $   1,788  $        99  $      5,501

Fund Balances Consist of:
   Outstanding Purchase Orders and
       Other Commitments.......................  $       3,398  $   1,784  $        99  $      5,281
   General..............................................          216              4             220
                                                                 $      3,614  $   1,788  $        99  $      5,501

Securities and cash restricted for non-bond retirement funds and maintenance and replacement reserves held by trustees at June 30, 2001 totaled $14.3
million.  Funding commitments, including interest, for lease-purchases and other long-term obligations consisted of the following (Dollars in Thousands):
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Funding Sources and Uses

Funding Sources

Funding Uses

(Dollars in Millions)

The above table is an overview of total University financial operations;
current operating and non-operating funds are included.

Total funding sources increased 5%, due to a 9% increase in the gifts,
grants, and contracts category, an 8% increase in the tuition and fees
category, and a 3% increase in the state appropriations category.  The
auxiliary enterprises operations and other sources categories decreased
1% and 2%, respectively.

Gifts, grants, and contracts increased $16.6 million, including a $12.3
million increase in federal grants and a $6.0 million increase in private
gifts.  State grants decreased $1.3 million and local grants decreased $0.4
million.  Federal government agencies with significant funding increases
in fiscal 2001 included the Department of Education (DOE) and the Na-
tional Science Foundation (NSF).  Programs receiving DOE funding in-
creases included Pell financial aid grants, Arizona Teacher Excellence
Coalition: A Statewide Partnership, Fulfilling Our Sacred Trust: Native Teach-
ers for Arizona’s Heartland, and The E-Learning Network: Learning Any-
time, Anywhere!.  Increased NSF awards included programs researching
pathogen biology, biological stoichiometry, musculoskeletal and neural
adaptations, and urban ecology.  The increase in private gifts included a
$2.6 million increase in cash gifts from the ASU Foundation, as well as
increased private funding of scholarships and fellowships.  Programs
benefiting from the increased private gifts included Intercollegiate Athlet-
ics, privately funded scholarships, the College of Law, and the plant fund
project to refurbish the Old Main Building on Main Campus back to its
period of construction, the 1890’s.

Tuition and fees increased 8%, representing $15.5 million, primarily due to
increases in the rates charged to in-state and out-of-state students, and
increases in enrollment of both in-state and out-of-state students.  The
increase in tuition was used to address institutional needs not covered by
the state general operating funds appropriations, including increased tech-
nology related expenditures.  There was a $9.6 million increase in state
appropriations with most of the increase occurring in the ASU general
operating fund state appropriation and used to annualize fiscal 2000 sal-
ary adjustments and for legislated fiscal 2001 salary merit adjustments.
The decrease in the other sources category was due to negative endow-
ment income incurred by the University as the result of the overall decline
in stock (equity) market values during this period.

Total funding uses increased 6% between years with increases in all
categories except facility additions, debt service and other uses.

Instruction and academic support expenditures increased 8%, or $27.9
million, with $14.1 million of the increase relating to instruction expendi-
tures primarily funded by increased state general operating fund appro-
priations and tuition and fees.  Instruction programs within business,
engineering, interdisciplinary instruction, and plant biology had significant

State Appropriations   $ 327.5 $ 317.9    3 %
Tuition and Fees      209.3    193.8    8
Gifts, Grants, and Contracts      183.2    166.6    9
Auxiliary Enterprises Operations        79.8      80.9   (1)
Other Sources        37.0      37.7   (2)
    Total Funding Sources   $ 836.8 $ 796.9    5  %

Instruction and Academic Support   $ 363.9 $ 336.0    8  %
Research and Public Service      108.0    101.6    6
Student Services and Institutional Support        93.2      87.3                               7
Operation and Maintenance of Plant        42.2      40.1    5
Auxiliary Enterprises Operations        73.6      71.8    3
Scholarships and Fellowships        78.0      72.4                               8
Facility Additions, Debt Service, and Other Uses        81.6      87.2   (6)
    Total Funding Uses   $ 840.5 $ 796.4    6  %

(Resources consumed during the year)

(Resources acquired during the year)

Percentage
Change

Fiscal Year
2001 2000

increases between years.  Academic support increased $13.8 million
with increased expenditures occurring within library support and acquisi-
tions, academic information technology, research support and develop-
ment, and new faculty start-up costs, primarily related to establishing
research labs for new faculty members.

The scholarships and fellowships category increased 8%, or $5.6 million.
In addition to a $1.6 million increase in federally funded Pell financial aid
grants, there were increases in tuition waivers expenditures, primarily in
graduate assistant and undergraduate merit based tuition waivers, as
well as increased privately funded scholarships and fellowships.

There was a 7%, or a $5.9 million increase, in the student services and
institutional support category.  Student services increases occurred in
registrar services, ASU East Campus student activities, career services,
undergraduate admissions, and intercollegiate athletics.  Departments with
increased institutional support expenditures included development, ad-
ministrative information technology, and academic facilities management.

Research and public service expenditures increased 6%, or $6.4 million,
and operation and maintenance of plant increased 5%, or $2.1 million,
primarily due to increased utilities costs.  Research expenditures increased
by $6.6 million while public services expenditures decreased by $0.2
million between years.  In addition to the programs mentioned above as
having received increased NSF funding, other programs with increased
research expenditures in fiscal 2001 were scalable enterprise systems,
21st century distributed learning, and the Mars Observer and Global Sur-
veyor Thermal Emission Spectrometer Project.

Facility additions, debt service, and other uses decreased 6% with the
decrease primarily due to a $19.2 million decrease in additions to plant
facilities, partially offset by a $9.5 million increase in retirement of indebt-
edness.  Included in fiscal 2001 facility additions was $2.5 million of build-
ing renewal expenditures funded in prior years.  The increase in retire-
ment of indebtedness was primarily due to the early retirement of a debt
obligation related to megavision scoreboards in ASU’s football and basket-
ball venues primarily funded from $8.6 million of University plant funds
generated in prior years.

The University’s objective is for sources to slightly exceed uses over a
three to five year period on the basis that (1) current operating funding
sources should over the long run be equal to or slightly exceed uses and
(2) endowment funding sources should exceed uses in accordance with
the University’s objective of increasing, over a period of time, externally
provided endowments.  For any given year, total University funding sources
will either exceed or be less than uses.  For the five years ended June 30,
2001, total University funding sources exceeded uses by more than 1%,
with a significant portion of the five-year increase occurring in the re-
stricted endowment funds.

Note E - Lease-Purchases and Other Long-Term Obligations
Lease-purchases and other long-term obligations at June 30, 2001 consisted of the following (Dollars in Thousands):
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      Housing        System
Fiscal Revenue Bonds Revenue Bonds         Total
2002       $     492    $     21,859    $     22,351
2003              383           21,950           22,333
2004              285           22,022           22,307
2005              236           22,135           22,371
2006              149           20,314           20,463
Thereafter         189,673         189,673

      $  1,545    $   297,953    $   299,498

      Average  Final Maturities Outstanding
  Interest Rates (Calendar Year)    Principal

Lease-Purchase Certificates of Participation:

                 ASU Foundation)         6.89%         2010  $       3,110
             1993 ASU West Refunding         5.18%         2009         37,060
            1999A Downtown (DT) Center         5.75%         2024           5,620
            1999B Downtown (DT) Center         8.00%         2024           5,165
Other Lease-Purchases and
           Installment Purchases 4.59% to 10.00%         2004           1,634

 $     52,589

FINANCIAL HIGHLIGHTS

The Unexpended Plant Fund balance is committed for projects planned and under construction and for future building repairs and equipment replacements.
Future commitments approximate $10.9 million at June 30, 2001.

In February 2001, the Federal Government made to the University its third conveyance of buildings and land of the former Williams Air Force Base which is
used by the University as the ASU East Campus.  Previous conveyances were made in October 1996 and December 1999.  The property transfers are
conditional upon the use of the property for educational purposes in accordance with the terms of the deed.  The appraised fair value of all the property
conveyed through June 30, 2001 is $89.0 million and consists of 70 multi-purpose use buildings and 653 single family residences valued at $68.8 million, site
improvements valued at $3.5 million and approximately 584 acres of land valued at $16.7 million.

The University recorded this conveyed property on its records at the time of title transfer at its appraised value.  The University expects a final conveyance
of the remaining property to occur.  The appraised fair value of the property yet to be conveyed is less than $1.0 million, and includes 1 multi-purpose use
building and approximately 1 acre of land.  The University will record these remaining assets at the time they are conveyed by the Federal Government.

Note D - Bonds Payable
Bonds payable at June 30, 2001 consisted of the following (Dollars in Thousands):

In prior years, certain system revenue bonds of the University were defeased through advance refundings by depositing sufficient U.S. Government
securities to pay all future debt service in an irrevocable trust.  Accordingly, the liabilities for these defeased bonds are not included in the University’s financial
statements.  The principal amount of all such bonds outstanding at June 30, 2001 was $75.6 million.

The housing revenue bonds are payable from housing revenues as defined in the bond indentures.  The 1992, 1992A, and 1993 System revenue refunding
bonds, and the outstanding 1989, 1991, and 2000 System revenue bonds are payable from ASU Main Campus tuition and fees, certain auxiliary enterprises
revenues, and certain other revenues as defined in the bond indentures.

Securities and cash restricted for bond retirement funds and maintenance and replacement reserves held by trustees at June 30, 2001 totaled $17.2 million.
Future debt service funding commitments, including interest, for bonds outstanding consisted of the following (Dollars in Thousands):

Note C - Property, Buildings, and Equipment
Property, buildings, and equipment at June 30, 2001 consisted of the following (Dollars in Thousands):

Land and improvements.....................................................................  $      140,055
Buildings.............................................................................................          852,876
Equipment...........................................................................................          281,388
Library books, media, and works of art.............................................          156,729

 $   1,431,048

1991 Towers Project (through

      Average  Final Maturities  Outstanding
  Interest Rates (Calendar Year)     Principal

Housing revenue bonds 3.00% to 3.50%     2002-2006  $       1,443
1989 System revenue bonds        7.09%         2004           9,325
1991 System revenue bonds        7.13%         2005           6,710
1992 System revenue refunding bonds        6.25%         2015         26,520
1992A System revenue refunding bonds        5.88%         2019       127,225
1993 System revenue refunding bonds        4.93%         2008         22,635
2000 System revenue bonds        5.86%         2025         15,000

 $   208,858
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The mission of Arizona State University is to provide outstanding programs of undergradu-
ate and graduate education, cutting edge research, and public service for the citizens of the
State of Arizona with special emphasis on the Phoenix metropolitan area.  In support of this
mission, the faculty, staff, and administration of ASU are committed to:

• Providing a learner centered education accessible to a broad cross section
of people from Arizona;

• Providing high quality undergraduate education with opportunities that chall-
enge students of varying abilities - including some of Arizona’s and the nation’s
finest - to achieve their goals;

• Providing graduate education of nationally and internationally recognized
caliber:

• Enhancing research efforts commensurate with our role as a national re-
search university with special emphasis on metropolitan issues and the promo-
tion of economic growth and quality of life in the Phoenix metropolitan area; and

• Providing public service through community partnerships and reassertion of
social stewardship and civic responsibility in all our endeavors.

Members of the Arizona State Legislature

The Arizona Board of Regents

We have audited the accompanying balance sheet of Arizona State University as of June 30, 2001, and the related statements of changes in fund balances
and current operating funds revenues, expenditures, and other changes for the year then ended.  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 audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.  Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as 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 financial position of Arizona State University as of
June 30, 2001, and the changes in its fund balances and its current operating funds revenues, expenditures, and other changes for the year then ended in
conformity with U.S. generally accepted accounting principles.

Debbie Davenport

DEBRA  K. DAVENPORT,  CPA
        AUDITOR GENERAL
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