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ITEM FOR INFORMATION

SUBJECT:  Supplemental Information to the Audited Financial Statements of the
Department of Intercollegiate Athletics of the University of Michigan for the
Year Ended June 30, 2008

BACKGROUND:

Enclosed is supplemental information to the audited financial statements of
the Department of Intercollegiate Athletics of the University of Michigan for the year ended
June 30, 2008. The supplemental information represents a report on agreed-upon procedures
performed by PricewaterhouseCoopers LLP, in addition to the financial statement audit, in
accordance with the National Collegiate Athletic Association’s financial audit requirements
(NCAA Bylaw 6.2.3.1).
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Report of Independent Accountants

Mary Sue Coleman, President
The University of Michigan

We have performed the procedures enumerated below, to the accounting records of the University of
Michigan (the “University™) and the related booster and alumni organizations, which were agreed to by
the University’s administration, solely to assist the University’s compliance with National Collegiate
Athletic Association ("NCAA") Bylaw 6.2.3.1 in connection with activities of the Intercollegiate
Athletics Program (the “Program™), for the year ended June 30, 2008. Management of the University
is responsible for the accounting records of the University and the related booster and alumni
organizations and their compliance with those requirements. This agreed-upon procedures engagement
was performed in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of those
parties specified in this report. Consequently, we make no representation regarding the sufficiency of
the procedures described below either for the purpose for which this report has been requested or for
any other purpose. '

The Intercollegiate Athletics Programs of The University of Michigan currently has a full-scope audit
performed in accordance with auditing standards generally accepted in the United States of America
and in compliance with accounting principles generally accepted in the United States of America as of
June 30, 2008. The procedures enumerated below include the additional procedures necessary to meet
the minimum requirements of the NCAA Bylaw 6.2.3.1. Our procedures and findings are as follows:
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Agreed-Upon Substantive Procedures

(@

We obtained the following list of booster and alumni organizations and related financial report
for the year ended June 30, 2008 (unaudited), from the Director of Athletics. We verified the
mathematical accuracy of the related financial report, below, without exception. We fraced
and agreed all amounts within the financial report, below, to the University's general ledger
and the third party Disclosure Statement confirmations obtained directly from the officers or
directors of the booster and alumni organizations (the Disclosure Statement confirmations are
external financial activity confirmations received from each of the booster and alumni
organizations regarding the financial activity as it relates to each organization for the fiscal

year.) No exceptions were noted.

promote and suppori the Program in general and/or a particular sport. Alumni
organizations are chartered clubs of The University of Michigan Alumni Association
whose overall alumni activities include support to the Program.

Athletics
contributions Organization
to or on expenditures
Beginning Cash behalf of not on behalf of Ending cash
cash balance receipts program (2) program (3) balance
QOrganization (1)
Booster organizations
Graduate "M" Chib $ 124606 $ 81,045 $ (11130) $ (103684) % 90,837
Dekers Blue Ling Club 25,342 62,491 {33,213) (27,303) 27,317
Bob Ufer Quarterbacks Club 12,403 49 877 (18,282} (35,258) 8,830
University of Michigan Diamond Club 52,112 16,633 (266} (7,321) 61,158
Michigan Women's Athletic Association 81,637 14,858 {8,355} (8,973) 79,067
University of Michigan Club of Anin Arbor 7,119 34,636 (8,866) {26,088) 6,823
Total booster organizations 303,209 259,540 (80,112) (208,605} 274,032
Alumni organizations
University of Michigan Club of Greater Detroit
Operating Fund 106,129 234,842 {18,197} (241,513) 83,261
Scholarship Fund 100,989 3,757 - (37,518) 67,228
University of Michigan Club of Greater Flint 31,586 52,255 (20,545) (28,4209 34,878
University of Michigan Club of Chicago 104,725 81,856 (472) (92,835) 93,274
University of Michigan Club of Grand Rapids 41,834 57,181 {3,038) {68,827) 37,150
University of Michigan Club of Nerthville 7.944 16,248 - {15,009) 9,183
University of Michigan Club of Tolede 59,620 21,267 (98) (27,190) 53,599
University of Michigan Club of Mt. Clemens 19,464 317 - (251) 19,530
Total alumni organizations 472,291 467,723 (40,350) (501,563) 398,101
Total booster and alumni organizations $ 775500 % 727,263 § (120462) $% (710,168) $ 672,133
¢)) Booster organizations are organizations sanctioned by the athletic department to
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2 Contributions to or on behalf of the Program include $109,948 of direct donations
received by the University of Michigan for the Program and reported by the booster
and alumni organizations primarily for scholarships and support of specific
intercollegiate sports. Contributions also include $10,514 of expenditures incurred but
not received by the University of Michigan, however these expenditures include
booster and alumni organization expenditures made for the benefit of athletes or the
University's athletic department staff. The expenditures incurred for the benefit of
athletes or the University's athletic department staff are primarily the cost of sports
banquets and outings allocable to athletes and the University's athletic department
staff.

3 Expenditures not on behalf of the Programs include the expenditures made by the
booster or alumni organization for the purposes of the overall booster and alumni
organization and are not incurred for the benefit of the Program, however are included
as a part of the total reported booster and alumni organization expenditures. These
expenditures include the following:

Administrative expenses 3 89,833
Banquets and outings 258,135
Tickets 53,979
Scholarships 171,312
Meetings 33,387
Raffles 1,300
Other club activities * 102,222

Total expenditures not on behalf of Program  § 710,168

* Other club activities include expenses for various miscellaneous
items such as newsletiers, lecture series, pep rallies, bumper
stickers, coupon books, etc.

We obtained written confirmation of the financial activities presented in item (a) directly from
the booster and alumni organization officers. We traced and agreed amounts to the financial
statement presented in (a) above, and to the related general ledger of the University. Refer to
agreed upon procedure (a) for details. No exceptions were noted.

We reconciled all direct donations from the booster and alumni organizations to revenues
recorded in the Program’s general ledger. No exceptions were noted.

We obtained a listing of all contributions received by the Program for the year ended June 30,
2008. We compared this listing to the amounts reported on the general ledger, noting no
differences. We verified the mathematical accuracy of the related listing of all contributions
without exception. We also noted that there were no contributions received directly by the
Program from any outside organization, agency or group of individuals that consisted of more
than 10% of all contributions received by the Program during the year ended June 30, 2008.
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We inquired of the Intercollegiate Athletics Department and noted that the University did not
participate in any non-conference away football games during the period ended June 30, 2008.
Therefore, the University did not receive any guaranteed revenue related to away football
games. We verified this through review of the University football schedule for the 2007
season.

We additionally noted, per discussions, that the men's hockey and basketball teams did not
receive any guaranteed payments for non-conference away games during the period ended June
30, 2008. We obtained the general ledger detail for all guaranteed payments and receipts from
the University and noted that no guaranteed revenues were included in the account.

As there were no guaranteed revenues related to football, men's basketball, or hockey for the
period ended June 30, 2008, no exceptions were noted.

We obtained two football non-conference home game settlement reports, as well as the related
contractual agreements for the period ended June 30, 2008. We agreed the guaranieed expenses
per both the settlement reports selected and the related contractual agreements to the June 30,
2008 general ledger. In addition, we obtained one men's basketball non-conference home game
and one men's ice hockey home game contractual agreement for the period ended June 30,
2008 and agreed the guaranteed expense per the agreement to the June 30, 2008 general ledger.
No exceptions were noted.

We selected ten sports and randomly selected one student-athlete from the squad list for cach
sport as of June 30, 2008. We obtained the Big Ten tenders for financial aid from the selected
athlete's file, observed the financial aid listed on the tender, and agreed this to the information
listed on the squad list. We observed the amount of financial aid the athlete is to receive in the
University's student financial aid system. We recalculated the amount of financial aid per the
system and ensured that it is less than the full Grant-in-Aid amount listed on the squad list. No
exceptions were noted.

We obtained compensation contracts for all coaches employed under a contractual agreement,
specifically men's basketball, women's tennis, women's gymnastics, football, baseball, and
hockey. We agreed the sum of the base salary and any additional compensation listed in each
contract to the total gross wages paid to the coaches per the payroll system during the fiscal
year ended June 30, 2008. We recalculated the bonus paid to each coach employed under
contract based on the contract terms. We agreed the calculated amount to the actual bonus
paid per the payroll system during the fiscal year ended June 30, 2008. For coaches not
employed under confract, we selected a sample of 5 coaches from the listing of coaches that
received bonuses during the fiscal year ended June 30, 2008. We recalculated the bonuses
received per the payroll system based on guidelines per the University of Michigan NCAA
Post-Season Criteria listing, which is a University schedule which details bonus guidelines
based on various criteria met. No exceptions were noted.

We obtained and reviewed the Recruiting and Team Travel policies. The University of

Michigan developed a compliance department that hosts annual (raining meetings to discuss the new
NCAA regulations. The department also sends out regular reminders and updates of policies and
procedures during the year. We inquired of the compliance department and discussed procedures
performed to ensure NCAA standards are met. To confirm compliance with NCAA repgulation, we
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obtained and reviewed a hard-copy version of the NCAA Compliance Manual. No exceptions were
noted.

We were not engaged to and did not perform an examination in accordance with generally accepted
auditing standards, the objective of which would be the expression of an opinion on any of the accounts
or items referred to above of the University at June 30, 2008. Accordingly, we do not express such an
opinion. Had we performed additional procedures or had we made an audit of the accounts or items
referred to above, other matters might have come to our attenfion that would have been reported fo you
This report relates only to the accounts and items specified above and does not extend to any financial
statements of the University of Michigan ot related outside organizations, taken as a whole.

This report is intended solely for the information and use of management and governing boards of the
University of Michigan and the National Collegiate Athletic Association and is not intended to be and
should not be used by those who have not agreed to the procedures and taken responsibility for the
sufficiency of the procedures for their purposes.
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