














Debt Service Schedule and Coverage. Principal and interest on the Series 2008B Bonds

are due and payable as follows (fiscal year ending June 30):

Year Principal Interest Total

2009 $131.882.50 $131.882.50
2010 $85.000.00 262.490.00 347.490.00
2011 90,000.00 259,820.00 349,820.00
2012 95,000.00 256,905.00 351,905.00
2013 95,000.00 253,746.25 348,746.25
2014 100,000.00 250,307.50 350,307.50
2015 100,000.00 246,607.50 346,607.50
2016 105,000.00 242,607.50 347,607.50
2017 110,000.00 238,197.50 348,197.50
2018 115,000.00 233,415.00 348,415.00
2019 120,000.00 228,302.50 348,302.50
2020 125,000.00 222,850.00 347,850.00
2021 130,000.00 217,080.00 347,080.00
2022 135,000.00 211,017.50 346,017.50
2023 145,000.00 204,468.75 349,468.75
2024 150,000.00 197,387.50 347,387.50
2025 155,000.00 189,681.25 344,681.25
2026 165,000.00 181,281.25 346,281.25
2027 175,000.00 172,356.25 347,356.25
2028 185,000.00 162,906.25 347,906.25
2029 195,000.00 152,931.25 347,931.25
2030 205,000.00 142,175.00 347,175.00
2031 215,000.00 130,625.00 345,625.00
2032 225,000.00 118,525.00 343,525.00
2033 240,000.00 105,737.50 345,737.50
2034 250,000.00 92,262.50 342,262.50
2035 265,000.00 77,768.75 342,768.75
2036 280,000.00 62,100.00 342,100.00
2037 295,000.00 45,568.75 340,568.75
2038 315,000.00 28,031.25 343,031.25
2039 330,000.00 9,487.50 339,487.50

The Series 2003 Bonds are outstanding in the principal amount of $3,620,000. They mature
in 2033. Maximum annual principal and interest on the Series 2003 Bonds equals $250,673.

The Series 2004 Bonds are outstanding in the principal amount of $5,185,000. They mature
in 2029. Maximum annual principal and interest on the Series 2004 Bonds equals $395,408.

The Series 2005 Bonds are outstanding in the principal amount of $940,000. They mature in
2035. Maximum annual principal and interest on the Series 2005 Bonds equals $63,846.

The Series 2005B Bonds are outstanding in the principal amount of $1,900,000. They
mature in 2010. Maximum annual debt service on the Series 2005B Bonds equals
$985,386.

The Series 2008 Bonds are outstanding in the principal amount of $3,300,000. They
mature in 2038. Maximum annual debt service on the Series 2008 Bonds equals
$204,488.



Maximum annual debt service on the Series 2008B Bonds equals $351,905.

Coverage of fiscal year 2007/08 Pledged Revenues over maximum fiscal year debt service
on the Series 2008B Bonds, the Series 2008 Bonds, the Series 2005B Bonds, the Series 2005
Bonds, the Series 2004 Bonds and the Series 2003 Bonds will be 9.47x.

The Indenture requires the establishment of a Debt Service Reserve in an amount equal to
one-half of the maximum annual debt service with respect to the Series 2008B Bonds.

Under policy of the Department of Higher Education (of the State of Arkansas), average
annual principal and interest on bonds secured by pledges of gross student fees may not
exceed an amount equal to 25% of gross student fees at the time such pledges are
effected.

BOOK-ENTRY-ONLY SYSTEM

The Depository Trust Company ("DTC"), New York, New York, or its successor, will act as
securities depository for the Bonds. The Bonds will each be issued as fully-registered securities
registered in the name of Cede & Co. (DTC's partnership nominee). One fully-registered Bond
certificate for each maturity will be issued in the principal amount of the maturity, and will be
deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
"banking organization" within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a "clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds securities that its participants ("Direct
Participants") deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities through electronic
computerized book-entry changes in Direct Participants' accounts. This eliminates the need for
physical movement of securities certificates. Direct Participants include both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies; clearing corporations, and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Closing Corporation
("DTCC"). DTCQC, in turn, is owned by a number of Direct Participants of DTC and Members of
the National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS
Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC,
and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the
American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access
to the DTC system is also available to others such as securities brokers and dealers, banks, trust
companies and clearing corporations that clear through or maintain a custodial relationship with
a Direct Participant, either directly or indirectly ("Indirect Participants"). The DTC Rules applicable
to its Participants are on file with the Securities and Exchange Commission. More information
about DTC can be found at www.dtec.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC's records. The ownership interest of each
actual purchaser of each Bond (referred to herein as "Beneficial Owner") is in turn to be recorded
on the Direct and Indirect Participants' records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the



transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will
not receive certificates representing their ownership interest in Bonds, except in the event that
use of the book-entry system for the Bonds is discontinued

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co. or such other name as may
be requested by an authorized representative of DTC. The deposit of Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC's records reflect only the identity of the Direct Participants to whose accounts such Bonds
are credited, which may or may not be the Beneficial Owners. Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices will be sent to Cede & Co. If fewer than all of the Bonds are being
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct
Participant to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the
Bonds unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the Trustee as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct
Participants to whose accounts the Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Principal, interest and premium, if any, payments on the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC's
practice is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding
detail information from the Board or Trustee, on the payable date in accordance with their
respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in "street name," and will be the
responsibility of such Participant and not of DTC, the Trustee or the Board, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
interest and premium, if any, to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at
any time by giving reasonable notice to the Board or the Trustee. Under such circumstances, in
the event that a successor securities depository is not obtained, Bonds are required to be
printed and delivered. The Board may decide to discontinue use of the system of book-entry
transfers through DTC (or a successor securities depository). In that event, Bonds will be printed
and delivered.



The information concerning DTC and DTC's book-entry system set forth above has been
obtained from DTC. Neither the Underwriter nor the Board make any representation or warranty
regarding the accuracy or completeness thereof.

So long as the Bonds are in book-entry only form, Cede & Co., as hominee for DTC, will be
treated as the sole owner of the Bonds for all purposes under the Indenture, including
receipt of all principal of and interest on the Bonds, receipt of notices, voting and
requesting or directing the Trustee to take or not to take, or consenting to, certain actions
under the Indenture. The Board and the Trustee have no responsibility or obligation to the
Participants or the Beneficial Owners with respect to (a) the accuracy of any records
maintained by DTC or any Participant; (b) the payment by any Participant of any amount
due to any Beneficial Owner in respect of the principal of and interest on the Bonds; (c) the
delivery or timeliness of delivery by any Participant of any notice to any Beneficial Owner
which is required or permitted under the terms of the Indenture to be given to owners of
Bonds; or (d) other action taken by DTC or Cede & Co. as owner of the Bonds.

THE UNIVERSITY

History and Degree Programs. Arkansas Tech University (the "University" or "TECH"), with 64
buildings on its 518-acre campus, is located on the northern edge of the City of Russellville. The
community is situated between the mountains of the Ozark National Forest on the north and those
of the Ouachita National Forest on the south. It is midway between the state's two largest
population centers, Fort Smith, 85 miles to the west, and Little Rock, 75 miles to the east.

TECH was created by an Act of the Arkansas General Assembly in 1909. Under the provisions of
this Act, the state was divided into four Agricultural School Districts. Russellville was selected as
the site of the Second District which was composed of the counties of Marion, Boone, Carroll,
Benton, Washington, Madison, Newton, Searcy, Van Buren, Conway, Pope, Johnson, Franklin,
Crawford, Sebastian, Logan, Yell, Perry, Scott, Faulkner, Fulton, Stone, Cleburne, Izard, Saline,
Montgomery, Polk, Pulaski, Garland and Baxter.

In 1925, the General Assembly changed the name from Second District Agricultural School to
Arkansas Polytechnic College with power to grant degrees. The name was changed to
Arkansas Tech University in July 1976.

TECH has consistently adjusted its scope to accommodate immediate and future needs. A
graduate program leading to the degree of master of education was established in 1976. The
institution's programs are organized under the Schools of Business, Education, Liberal and Fine
Arts, Physical and Life Sciences, Systems Science, and Community Education & Professional
Development.

Programs of Study. More than 66 percent of the TECH faculty holds doctoral and other terminal
degrees. In carrying out its mission, the University offers programs of study leading to
baccalaureate degrees in the areas listed below. Programs of study leading to a master's degree
are offered in Liberal Arts, English, History, Multimedia Journalism, Information Technology,
Spanish, College Student Personnel, Emergency Management and Homeland Security,
Engineering, Fisheries and Wildlife Science, Nursing, Psychology, Counseling, Educational
Leadership, Elementary Education, Gifted Education, Instructional Improvement, Teaching
Learning and Leadership, Teaching English to Speakers of Other Languages, and Secondary
Education with specializations in English, Instructional Technology, Mathematics, Physical




Education, and Social Studies. Arkansas Tech also offers the Educational Specialist degree in
Educational Leadership.

School of Business

Accounting Economics and Finance
Business Education Management and Marketing

School of Community Education and Professional Development

Early Childhood Education (A.S.) Industrial Systems (A.A.S.)
Emergency Administration and Management Professional Studies (B.P.S.)
(B.S.)

Industrial Electronic Technology
(Certificate of Proficiency)

School of Education

Early Childhood Education Middle Level Education
Health and Physical Education Secondary Education

School of Liberal and Fine Arts

Art International Studies
Art Education Journalism

Creative Writing Music

Criminal Justice Music Education
English Psychology

Foreign Language Rehabilitation Science
General Studies (A.A. and B.A.) Sociology

History and Political Science Speech

School of Systems Science

Agriculture Business Information Technology (A.S.)
Computer Science Mathematics

Electrical Engineering Mechanical Engineering

Hospitality Administration Nuclear Technology (A.S.N.T.)
Information Systems Recreation and Park Administration

Accreditation. The University is accredited by The Higher Learning Commission and is a member
of the North Central Association of Colleges and Schools, 30 N. LaSalle Street, Suite 2400,
Chicago, lllinois 60302; telephone (312) 263-0456.

Program Accreditations.

AACSB International — The Association to Advance Collegiate Schools of Business
777 South Harbour Island Boulevard, Suite 750

Tampa, FL 33602-5730

(813) 769-6500



The School of Education at Arkansas Tech University is accredited by the National Council for
Accreditation of Teacher Education.

2010 Massachusetts Avenue NW, Suite 500

Washington, DC 20036

(202) 466-7496

This accreditation covers the institution's initial teacher preparation and advanced educator
preparations programs.

National Association of Schools of Music
11250 Roger Bacon Drive, Suite 21
Reston, VA 20190

(202) 466-7496

National League for Nursing Accrediting Commission
61 Broadway-33" Floor

New York, NY 10006

(703) 437-0700

Commission on Accreditation for Health Informatics and Information Management Education
(Health Information Administrator)

C/O AHIMA

233 N. Michigan Avenue

Suite 2150

Chicago, IL 60601-5800

(312) 233-1131

Engineering Accreditation Commission of the Accreditation Board for Engineering and
Technology

111 Market Place, Suite 1050

Baltimore, MD 21202

(410) 347-7700

American Chemical Society
1155 16" Street NW
Washington, DC 20036
(202) 872-4600

National Recreation and Park Administration Council on Accreditation
22377 Belmont Ridge Road

Ashburn, VA 20148

(703) 858-2150

Accreditation Commission for Programs in Hospitality Administration
P.O. Box 400

Oxford, MD 21654

(410) 226-5527



Commission on Accreditation of Allied Health Education Programs upon Recommendation by
the Curriculum Review Board of the American Association of Medical Assistants

(Medical Assistant)

35 East Wacker Drive, Suite 1970

Chicago, IL 60601-2208

(312) 553-9355

Foundation of Higher Education in Emergency Management (FQHE)
(Emergency Administration and Management)

965 Harrison Circle

Alexandria, VA 22304

(703) 284-6050

Governance and Administration. The University is governed by the Board, which consists of five
persons appointed by the Governor of the State of Arkansas. The incumbent members, the
occupations, residences and terms are set forth below.

Name Residence Occupation Term Expires
W.R. "Bud" Harper Fort Smith, Arkansas Retired 2009
Fritz P. Kronberger Russellville, Arkansas Retired 2010
Dean Wilburn Harrison, Arkansas Retired 2011
John E. Chambers llI Danville, Arkansas Banker 2012
Leigh Burns Whiteside Russellville, Arkansas Retired 2013

The Administration of the University is the responsibility of its President, Dr. Robert Charles
Brown. Dr. Brown became the 11th President of Arkansas Tech University on July 1, 1993. Prior
to this time, he served as Vice President for Academic Affairs at Missouri Southern State College
in Joplin, Dean of the School of Business Administration at Missouri Southern, Professor of
Economics and Finance at Hardin-Simmons University of Texas, Vice President for
Development at McMurry University of Texas, Assistant to the President at McMurry, and
Chairman of the Division of Business at McMurry. Dr. Brown has also served as Chairman of
the Division of Business and Economics at Wingate University of North Carolina, where he held
an endowed chair for teaching excellence, and as a faculty member at Northwestern State
University of Louisiana. Dr. Brown earned the Ph.D. in economics from Louisiana State
University in 1976, the M. A. in economics from LSU in 1969, and the B.A. in economics and
business from Northwestern State University in 1967. Long active in civic affairs, Dr. Brown
served in 1992 as Chairman of the Board of the Joplin Chamber of Commerce. He is a
Rotarian of long standing. In Russellville, he serves on the Chamber of Commerce Board and on
various committees at the First United Methodist Church. He has continued a career-long
involvement with economic development, with service on various committees and boards in
Joplin and Russellville. He has served on the Board of Directors of the Arkansas State
Chamber of Commerce.

Financial affairs of the University are the responsibility of Mr. David C. Moseley. A native
Arkansan, Mr. Moseley received his undergraduate degree at the University of Arkansas at
Monticello and holds the Master of Business Administration degree from the University of
Central Arkansas. Mr. Moseley came to TECH from Arkansas State University-Beebe where he
served as Vice Chancellor for Fiscal Affairs from 1985 through 1994. He has also served as Chief
Fiscal Officer for the Arkansas State Police and the Department of Public Safety. He has been a
member of the Arkansas Appropriations Process Advisory Committee. Professional service
with the Southern Association of College and University Business Officers organization
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includes terms as the SACUBO Ledger correspondent for Arkansas and a three-year
appointment to the SACUBO Audit Committee.

Mr. Moseley is also active in the Arkansas Association of College and University Business
Officers organization where he has served as Secretary, Vice President and President. He
has served on the Board of Directors for the Russellville Boys' and Girls' Club and is a past
member of the Downtown Rotary Club where he served as President in 1999-2000.

Enrollment. Enroliment at the University is reported as follows for the preceding five school years
(fall semester):

Enrollment Information: 2007 2006 2005 2004 2003
Undergraduate
Full-time Headcount:
Freshman 2,482 2,227 2,226 2,129 2,010
Sophomore 1,146 1,201 1,176 1,212 977
Junior 943 932 920 858 916
Senior 1,105 1,000 1,043 1,020 974
Part-time Headcount:
Freshman 612 464 298 238 239
Sophomore 162 148 169 145 130
Junior 136 121 144 138 113
Senior 218 276 258 279 224
Graduate
Full-time headcount 210 147 141 95 97
Part-time headcount 462 456 373 297 263

Origin of Students. TECH students come from almost all Arkansas counties, approximately 38
other states and U.S. Territories, including the District of Columbia and 32 foreign countries.

CONTINUING DISCLOSURE

The Board has entered into a Continuing Disclosure Agreement with the Trustee pursuant to
which the Board has agreed that the Board will provide, annually and as otherwise
required, information specified in Rule 15c2-12(b) of the Securities Exchange Act of 1934,
as amended (the "Securities Exchange Act"), to include specifically annual information of
the type set forth under THE SERIES 2008B BONDS, Pledged Revenues and Debt Service
Coverage, by providing such information to each Nationally Recognized Municipal Securities
Information Repository (NRMSIR) on or before January 1 of each year.

The Board has also agreed to furnish to each NRMSIR or the Municipal Securities
Rulemaking Board, on a timely basis, notice of any material events, as specified in Rule
15¢2-12(b)(5)(i)(C) of the Securities Exchange Act. In addition to the information described
above, the Board has agreed to provide to each NRMSIR, when available, annual audit and
financial statements. The annual audit will be prepared either by the State Legislative Joint
Audit Committee or by a certified public accountant and will be conducted in accordance
with generally accepted auditing standards and government auditing standards issued by
the Controller General of the United States. Due to the large numbers of audits conducted
by the State Legislative Joint Audit Committee, the Board has little control over when the
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audit will be performed. However, within sixty days after the audit is submitted to the Board,
the Board will submit the annual audit to each NRMSIR.

RISK FACTORS

Risk factors include possible reduction in enroliment due to economic conditions, and other
factors which are not within the control of the Board.

THE INDENTURE

Flow of Funds. There is created with the Trustee a separate trust fund known as the "2008B
Student Fee Revenue Bond Fund" (the "Bond Fund") into which there is being deposited,
contemporaneously and on a parity with like deposits to be made for the Series 2003 Bonds,
the Series 2004 Bonds, the Series 2005 Bonds, the Series 2005B Bonds, the Series 2008
Bonds, and any "Additional Bonds" outstanding under any Parity Indenture and any other
parity bonds, on or before 15 days prior to each interest or principal payment date such
sums as are necessary, together with funds on deposit therein, to pay the interest and
principal on all outstanding Bonds as the same become due. A separate account has been
established in the Bond Fund known as the "2008B Student Fee Revenue Bond Debt
Service Reserve Account" (the "Debt Service Reserve") into which there has been deposited
and is being maintained an amount equal to one-half the maximum annual principal and
interest requirements for any year thereafter on account of all outstanding Bonds (or the
maximum amount which may be invested without yield limit under the Internal Revenue
Code of 1986, as amended). The required deposit will be increased to cover debt service on
any Additional Bonds. Subject to making the required deposits as set forth in the Indenture,
the Board is authorized to use excess Pledged Revenues, whether or not in the Bond Fund, at
the close of each twelve-month period ending June 30, for any lawful purpose.

If at any time the moneys held in the Bond Fund shall be sufficient to pay the principal of and
interest on the Bonds outstanding, with Trustee's and Paying Agent's fees, all obligations to
make deposits into the Bond Fund shall cease.

Application of Bond Proceeds. Upon issuance of the Series 2008B Bonds, the Board will
deposit in the Bond Fund the accrued interest, if any, and an amount sufficient to cause the
level of the Debt Service Reserve to achieve the required level, will make payments for costs
of issuance of the Series 2008B Bonds, and will deposit the balance into the "Construction
Fund" maintained in a bank that is a member of the Federal Deposit Insurance Corporation
pursuant to the provisions of the Indenture. Disbursements shall be made on the basis of
checks or requisitions and otherwise in accordance with the provisions of the Indenture
pertaining to the deposit, securing, investment and disbursement of moneys in the
Construction Fund.

Investment of Funds. Moneys held for the credit of the Construction Fund shall, upon request
by the Board, to the extent permitted by Arkansas law, be invested and reinvested by the
depository bank in time deposits or in Permitted Investments.

Moneys held for the credit of the Debt Service Reserve in the Bond Fund shall, upon request
by the Board, be invested and reinvested in Permitted Investments.

Moneys held for the credit of any other fund shall, at the request of the Board, be invested and
reinvested in Permitted Investments, which shall mature, or which shall be subject to
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redemption by the holder thereof, at the option of the holder, not later than the date or dates
when the money held for the credit of the particular fund will be required for the purposes
intended.

Obligations so purchased as an investment of moneys in any such fund shall be deemed at all
times to be a part of such fund, and the interest accruing thereon and any profit realized
from such investment shall be credited to such fund, and any loss resulting from such
investment shall be charged to such fund; provided, however, that if earnings on
investments increase the Debt Service Reserve above the required amount, the excess may
be transferred from time to time into the Bond Fund and used as other moneys therein may
be used.

The term "Permitted Investments" means (a) direct or fully guaranteed obligations of the
United States ("Government Obligations"), (b) accounts or certificates of deposit of financial
institutions insured by the Federal Deposit Insurance Corporation, or, to the extent not so
insured, fully collateralized by Government Obligations, (c) money market funds composed
of Government Obligations or rated AAAm or AAAm-G or better by Standard and Poor's
Ratings Group and registered with the Securities and Exchange Commission and meeting
the requirements of Rule 7-a under the Investment Company Act of 1940, and (d) surety
bonds or investment agreements issued by bond insurers or other institutions rated not less
than AAA or Aaa by Standard & Poor's Ratings Group or Moody's Investors Service, Inc.,
respectively.

Additional Bonds (or Other Parity Bonds). Additional (or other parity) Bonds may be issued
ranking on a parity of pledge of the Pledged Revenues, provided: Pledged Revenues, as
so certified by the Vice President for Finance and Administration of the University, for the
then preceding fiscal year, equaled not less than 125% of the maximum annual debt service
on the then outstanding Series 2003 Bonds, Series 2004 Bonds, Series 2005 Bonds, Series
2005B Bonds, Series 2008 Bonds, Series 2008B Bonds, any Additional Bonds theretofore
issued, any bonds secured on a parity with the Bonds and the Additional Bonds then
proposed to be issued.

The Board covenants that it will not attempt to issue any bonds secured by a lien and pledge
superior to that securing the Series 2008B Bonds.

Default; Remedies of Bondholders. The Indenture defines an event of default to include:

(a) Default in the payment of the principal or redemption price of any Bond or
any bonds secured on a parity with the Bonds;

(b) Default in the payment of interest on any Bond or any bonds secured on a
parity with the Bonds;

(c) The Board's being rendered incapable of fulfilling its obligations under the
Indenture or any indenture under which bonds secured on a parity with the Bonds are
issued;

(d) Any proceeding instituted with consent or acquiescence of the Board to

effect a composition with creditors and adjust the claims of creditors payable out of Pledged
Revenues; or
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(e) Default in the performance of any other covenant, condition, agreement or
provision of the Indenture or of any indenture under which bonds secured on a parity with the
Bonds are issued and the continuance of such default for thirty (30) days after written
notice.

Upon the occurrence of any event of default, the Trustee may, and upon written request of the
holders of not less than 20% in principal amount of Bonds then outstanding shall, declare
the principal of all the Bonds then outstanding to be due and immediately payable. The
Trustee may, and upon the written request of the holders of not less than 20% of the
Bonds then outstanding shall, proceed to protect and enforce its rights and the rights of
the holders of the Bonds under the applicable laws of the State of Arkansas and under the
Indenture by such suits, actions or special proceedings in equity or at law, either for the
specific performance of any covenant or agreement contained in the Indenture or in aid or
execution of any power granted in the Indenture or for the enforcement of any other proper
legal or equitable remedy, including mandamus, as the Trustee shall determine most
effectual to enforce and protect such rights.

No bondholder shall have any right to institute any suit, action, mandamus or other
proceeding, in equity or at law, unless the holders of not less than 10% in principal amount
of the Bonds then outstanding shall have made written request of the Trustee and afforded
the Trustee a reasonable opportunity to proceed and shall also have offered to the Trustee
reasonable indemnity against costs, expenses and liabilities to be incurred, and the Trustee
shall have refused or neglected to comply with such request within a reasonable time.

Termination of Rights. Funds held under the Indenture for 2-1/2 years after the date of
maturity or redemption of any Bond shall become the property of the Board and the rights of
the Bondholders thereto shall be terminated.

TAX EXEMPTION

Opinion of Bond Counsel. In the opinion of Williams & Anderson PLC, Bond Counsel,
interest on the Series 2008B Bonds under existing law (a) is excluded from gross income for
federal income tax purposes and (b) is not an item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations; however, it
should be noted that with respect to corporations (as defined for federal income tax
purposes), such interest is taken into account in determining adjusted current earnings for
the purpose of computing the alternative minimum tax imposed on such corporations. The
opinion set forth in clause (a) above is subject to the condition that the Board comply with all
requirements of the Internal Revenue Code of 1986, as amended (the "Code") that must be
satisfied subsequent to the issuance of the Series 2008B Bonds in order that interest
thereon be (or continue to be) excluded from gross income for federal income tax purposes.
Failure to comply with certain of such requirements could cause the interest on the Series
2008B Bonds to be so included in gross income retroactive to the date of issuance of the
Series 2008B Bonds. The Board has covenanted to comply with all such requirements.

Bond Counsel expresses no opinion regarding other federal tax consequences arising with
respect to the Series 2008B Bonds.

Although Bond Counsel has rendered an opinion that interest on the Series 2008B Bonds is

excludable from gross income for federal income tax purposes, the accrual or receipt of
interest on the Series 2008B Bonds may otherwise affect the federal income tax liability of
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the recipient. The extent of these other tax consequences will depend upon the recipient's
particular tax status or other items of income or deduction. Bond Counsel expresses no
opinion regarding such consequences. Purchasers of the Series 2008B Bonds, particularly
purchasers that are corporations (including S corporations, corporations subject to the
environmental tax of Section 59 A of the Code, and foreign corporations operating branches
in the United States), property or casualty insurance companies, banks, thrifts, or other
financial institutions, or certain recipients of Social Security or Railroad Retirement
benefits, are advised to consult their tax advisors as to the tax consequences of
purchasing, holding or selling the Series 2008B Bonds.

Prospective purchasers of the Series 2008B Bonds should be further aware that Section 265
of the Code denies a deduction for interest on indebtedness incurred or continued to
purchase or carry the Series 2008B Bonds or, in the case of a financial institution, that
portion of a holder's interest expense allocated to interest on the Series 2008B Bonds,
except with respect to certain financial institutions (within the meaning of Section 265(b)(5)
of the Code).

An exception allows a deduction of 80% of interest expense allocable to "qualified tax-
exempt obligations." Under the Code, the term includes any obligation which (1) is not a
"private activity bond" within the meaning of the Code (excluding from that term "qualified
501(c)(8) bonds"), (2) is issued by an issuer (and subordinate entities) which reasonably
anticipates to issue not more than $10,000,000 of tax-exempt obligations (other than private
activity bonds, excluding from that term "qualified 501(c)(3) bonds" under Section 145 of the
Code) during the calendar year, and (3) is so designated by the issuer.

The Board (1) has designated the Series 2008B Bonds as "qualified tax-exempt obligations,
(2) has covenanted not to use the proceeds of the Series 2008B Bonds in a manner which
would cause the Series 2008B Bonds to be "private activity bonds," and (3) has represented
that it has no reason to suppose that it will issue more than $10,000,000 of such tax-exempt
obligations during the current calendar year.

Bond Counsel is of the opinion that, under existing law, the interest on the Series 2008B Bonds
is exempt from all state, county and municipal taxes in the State of Arkansas and that the Series
2008B Bonds are further exempt from property taxes in the State of Arkansas. Prospective
purchasers of the Series 2008B Bonds should also be aware that Section 17 of Act 785 of
the Acts of Arkansas of 1993 added new subsections (b) and (c) to Section 26-51-431 of the
Arkansas Code of 1987 Annotated. Subsection (b) states that Section 265(a) of the Internal
Revenue Code is adopted for the purpose of computing Arkansas individual income tax liability.
Subsection (c) provides that in computing Arkansas corporation income tax liability, no deduction
shall be allowed for interest "on indebtedness incurred or continued to purchase or carry
obligations the interest on which is wholly exempt from the taxes imposed by Arkansas law." On
December 8, 1993, the Arkansas Department of Finance and Administration Revenue Division
issued Revenue Policy Statement 1993-2, which provides in part:

Financial institutions may continue to deduct interest on indebtedness incurred or
continued to purchase or carry obligations which generate tax-exempt income to
the same extent that the Interest was deductible prior to the adoption of Section
17 of Act 785 of 1993.

As of this date, there has been no notice of rescission of Revenue Policy Statement 1993-2.
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LEGAL MATTERS

Issuance of the Series 2008B Bonds is subject to the approving opinion of Bond Counsel to the
effect that the Series 2008B Bonds are valid obligations of the Board in accordance with their
terms.

Enforcement of the remedies available under the Indenture may depend on judicial action and may
be subject to the application of federal bankruptcy laws or other debtor relief or moratorium
laws. Therefore, enforcement of those remedies may be delayed or limited, or the remedies may
be modified or unavailable. Bond Counsel will express no opinion as to the effect upon any right,
title, interest or relationship created by or arising under the Indenture of the application of state or
federal bankruptcy, insolvency, reorganization, moratorium or similar debtor relief laws affecting
creditors' rights which are presently or may from time to time be in effect.

No litigation is pending, or to the knowledge of the University threatened, an adverse decision in
which would affect the validity of the Series 2008B Bonds or materially affect the security for the
Series 2008B Bonds.

UNDERWRITING

The Underwriter is purchasing the Series 2008B Bonds at a price equal to $5,143,050 (the
principal amount less Underwriter's discount of $51,950 or 1.0% of par), plus accrued interest.

The Underwriter is offering the Series 2008B Bonds to the public initially at the yields set forth
on the cover page of this Official Statement, which may subsequently change without any
requirement of prior notice. The Underwriter reserves the right to join with dealers and other
underwriters in offering the Series 2008B Bonds to the public. The Underwriter may offer and
sell Series 2008B Bonds to certain dealers (including dealers depositing Series 2008B Bonds
into investment trusts) at prices lower than the public offering price.

BOARD OF TRUSTEES OF ARKANSAS TECH
UNIVERSITY

By /s/ Dr. Robert Charles Brown
President
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Sen. Randy Laverty
Senate Co-Chair
Rep. ] R Rogers
House Co-Chair

Sen. Bobby L. Glover
Senate Co-Vice Chair
Rep. Johnny Hoyt
House CoVice Chair

Roger A. Norman, ]JD, CPA, CFE
Legislative Auditor

LEGISLATIVE JOINT AUDITING COMMITTEE
DIVISION OF LEGISLATIVE AUDIT

INDEPENDENT AUDITOR'S REPORT

Arkansas Tech University
Legislative Joint Auditing Committee

We have audited the accompanying financial statements of the business-type activities and the discretely presented
component units of Arkansas Tech University (University), an institution of higher education of the State of Arkansas, as
of and for the year ended June 30, 2007, which collectively comprise the University’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the University's management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit the financial
statements of the Arkansas Tech University Foundation, Inc., and the Arkansas Tech University Facilities Development
Foundation, Inc., which represent 100% of the assets, net assets, and revenues of the discretely presented component
units. Those financial statements were audited by other auditors whose reports thereon have been furnished to us, and
our opinion, insofar as it relates to the amounts included for the Arkansas Tech University Foundation, Inc., and the
Arkansas Tech University Facilities Development Foundation, Inc., is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 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. The financial statements of the
Arkansas Tech University Foundation, Inc., and the Arkansas Tech University Facilities Development Foundation, Inc.,
were not audited in accordance with Government Auditing Standards. 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 and the reports of other auditors provide a reasonable basis for our
opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the business-type activities and the discretely
presented component units of Arkansas Tech University as of June 30, 2007, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 17, 2007 on our
consideration of the University’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.
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The Management’'s Discussion and Analysis is not a required part of the basic financial statements, but is
supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it.

DIVISION OF LEGISLATIVE AUDIT

J}/‘/é%?’”"h‘_’
Roger A. Norman, JD, CPA, CFE
Legislative Auditor

Little Rock, Arkansas
October 17, 2007
EDHE13007
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House Co-Vice Chair

LEGISLATIVE JOINT AUDITING COMMITTEE
DIVISION OF LEGISLATIVE AUDIT

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Arkansas Tech University
Legislative Joint Auditing Committee

We have audited the financial statements of the business-type activities and the discretely presented component
units of Arkansas Tech University (University), an institution of higher education of the State of Arkansas, as of and
for the year ended June 30, 2007, which collectively comprise the University’s basic financial statements and have
issued our report thereon dated October 17, 2007. Our report was modified to include a reference to other auditors.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Other auditors audited the financial statements of the Arkansas Tech
University Foundation, Inc., and the Arkansas Tech University Facilities Development Foundation, Inc., as described
in our report on the University’s financial statements. The financial statements of the Arkansas Tech University
Foundation, Inc., and the Arkansas Tech University Facilities Development Foundation, Inc., were not audited in
accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the University’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the University’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the University’s internal control over
financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
University’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
University's financial statements that is more than inconsequential will not be prevented or detected by the
University’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a

remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
University’s internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

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 the state constitution, state laws and
regulations, contracts, and grant agreements, 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 not express such an opinion. The results of our
tests disclosed no instances of nhoncompliance or other matters that are required to be reported under Government
Auditing Standards.

We noted certain matters that we reported to management of the University in a separate letter dated October 17, 2007.

This report is intended solely for the information and use of the Legislative Joint Auditing Committee, the governing
board, University management, state executive and oversight management, and other parties as required by
Arkansas Code, and is not intended to be and should not be used by anyone other than these specified parties.
However, pursuant to Arkansas Code Annotated 810-4-417, all reports presented to the Legislative Joint Auditing
Committee are matters of public record and distribution is not limited.

DIVISION OF LEGISLATIVE AUDIT
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Larry W. Hunter, CPA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
October 17, 2007
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LEGISLATIVE JOINT AUDITING COMMITTEE
DIVISION OF LEGISLATIVE AUDIT

MANAGEMENT LETTER

Arkansas Tech University
Legislative Joint Auditing Committee

STUDENT ENROLLMENT DATA - In accordance with Ark. Code Ann. 6-60-209, we performed tests of the student enrollment
data for the year ended June 30, 2007, as reported to the State Department of Higher Education, to provide reasonable
assurance that the data was properly reported. The enrollment data reported for the fall and spring terms was as follows:

Fall Term Spring Term

2006 2007
Student Headcount 7,157 6,790
Student Semester
Credit Hours 91,524 86,001

During our review, nothing came to our attention that would cause us to believe that the student enroliment data was not
substantially correct.

This letter is intended solely for the information and use of the Legislative Joint Auditing Committee, the governing board,
University management, state executive and oversight management, and other parties as required by Arkansas Code, and is
not intended to be and should not be used by anyone other than these specified parties. However, pursuant to Arkansas
Code Annotated 810-4-417, all reports presented to the Legislative Joint Auditing Committee are matters of public record and
distribution is not limited.

DIVISION OF LEGISLATIVE AUDIT
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' __Larry W. Hunter, CPA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
October 17, 2007

172 STATE CAPITOL « LITTLE ROCK, ARKANSAS 72201-1099 « PHONE (501) 683-8600 « FAX (501) 683-8605 « TDD (501) 683-8610



(THIS PAGE INTENTIONALLY LEFT BLANK)



MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Overview of Financial Statements and Financial Analysis

Arkansas Tech University is proud to present its consolidated financial statements for fiscal year 2006-07.
Comparative data for fiscal years 2005-06 and 2006-07 is presented in the statements. The following
discussion and analysis of Arkansas Tech University’s consolidated financial statements provides an
overview of the University’s financial activities for the fiscal year ending June 30, 2007. Management
has prepared the financial statements, the related footnote disclosures, and Management’s Discussion and
Analysis as required by Governmental Accounting Standards Board (GASB) Statements 34 and 35.

Arkansas Tech University has completed another fiscal year with positive results. We have continued our
enrollment growth which translates into record occupancy and utilization of our various auxiliary
services, such as residence halls, apartments, food services and the bookstore.

A record student population plus stronger economic growth have enhanced our resources for operations
and investments. Investment income for the year was $1,900,722, which is an increase of $691,746 over
the 2005-06 fiscal year. We have placed major emphasis on the management of our expenses, such as
utilities, travel and vehicle maintenance to assure that our operations remain within established budgetary
limits. During the last fiscal year, we were able to:

Increase the Infrastructure Reserves by $606,605.

Transfer $174,440 to Funded Depreciation.

Complete campus construction and renovations of $1,849,290.
Purchase $743,995 in capital equipment.

Continued our University wide computer conversion.

There are three financial statements presented: Statement of Net Assets; Statement of Revenues, Expenses
and Changes in Net Assets; and Statement of Cash Flows.

Condensed Statement of Net Assets

The Statement of Net Assets presents the assets, liabilities, and net assets of the University at the end of
the fiscal year. The purpose of this statement is to show the financial position on a certain date in time
and to present to readers a fiscal snapshot of Arkansas Tech University at year-end. The Statement of Net
Assets presents year-end data concerning assets (current and noncurrent), liabilities (current and
noncurrent), and net assets (assets minus liabilities). The difference between current and noncurrent
assets is discussed in the footnotes to the financial statements. From the data presented, readers of the
Statement of Net Assets are able to determine the assets available to continue the operations of the
institution. They are also able to determine how much the institution owes vendors, investors and lending
institutions. Finally, the Statement of Net Assets provides a picture of the net assets (assets minus
liabilities) and of their availability for expenditure by the institution.

Net Assets are divided into three major categories. The first category—invested in capital assets, net of
debt—provides information on the institution’s equity in property, plant and equipment. The next asset
category—restricted assets—is divided into two categories: nonexpendable and expendable. The corpus
of nonexpendable restricted resources is only available for investment purposes.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Condensed Statement of Net Assets (continued)

Expendable restricted net assets are available for expenditure by the institution but must be spent for
purposes as determined by donors and/or external entities that have placed time or purpose restrictions on
them. The final category—unrestricted net assets—is available to the institution for any lawful purpose

of the institution.

Condensed Statement of Net Assets
Assets:

June 30, 2007

June 30, 2006

Current assets 30,611,753 34,946,582

Noncurrent assets 7,103,336 7,120,619

Capital assets, net 73,477,261 59,764,925
Total Assets 111,192,350 101,832,126
Liabilities:

Current liabilities 6,159,395 5,952,325

Noncurrent liabilities 43,328,965 37,860,081
Total Liabilities 49,488,360 43,812,406
Net Assets:

Invested in capital assets, net of debt 27,754,486 10,931,606

Restricted - expendable 16,942,548 24,990,395

Restricted - nonexpendable 155,929 155,929

Unrestricted 16,851,027 21,941,790
Total Net Assets 61,703,990 58,019,720




MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Net Assets

Restricted -
expendable

Unrestricted

Invested in capital
assets, net of debt

Condensed Statement of Revenues, Expenses and Changes in Net Assets

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

Generally speaking, operating revenues are received for providing goods and services to the various
customers and constituencies of the institution. Operating expenses are those expenses paid to acquire or
produce the goods and services provided in return for the operating revenues and to carry out the mission
of the institution. Nonoperating revenues are revenues received for which goods and services are not
provided. (For example, state appropriations are nonoperating because they are provided by the
Legislature to the institution without the Legislature directly receiving commensurate goods and services
for those revenues.)



MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Condensed Statement of Revenues, Expenses and Changes in Net Assets

June 30, 2007 June 30, 2006
Operating revenues 3 48,218,348 $ 44,959,764
Operating expenses (77,420,708) (73,306,045)
Operating loss (29,202,360) (28,346,281)
Nonoperating revenues and expenses 31,424,309 29,636,387
Income (loss) before other revenues,

expenses, gains, or losses 2,221,949 1,290,106
Other revenues, expenses, gains or losses 1,462,321 (350,530)

Increase (Decrease) in Net Assets 3,684,270 939,576
Net Assets at beginning of year 58,019,720 57,080,144
Net Assets at end of year $ 61,703,990 $ 58,019,720




MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Condensed Statement of Cash Flows

The final statement presented by Arkansas Tech University is the Statement of Cash Flows. The
Statement of Cash Flows presents detailed information about the cash activity of the institution during the
year. The statement is divided into five sections. The first section shows the net cash used by the
operating activities of the institution. The second section reflects cash flows from non-capital financing
activities and specifically reflects the cash received and spent for nonoperating, non-investing and non-
capital financing purposes. The third section deals with the cash flows from capital and related financing
activities. The fourth section reflects the cash flows from investing activities and shows the purchases,
proceeds and interest received from investing activities. The fifth section reconciles the net cash used to
the operating income or loss reflected on the Statement of Revenues, Expenses and Changes in Net
Assets.

Condensed Statement of Cash Flows

June 30, 2007 June 30, 2006
Cash provided (used) by:
Operating activities $  (25,153,544) $ (25,247,732)
Noncapital financing activities 31,378,136 29,610,104
Capital and related financing activities (13,124,167) 1,114,684
Investing activities 8,757,338 (3,606,719)
Net Change in Cash 1,857,763 1,870,337
Cash, beginning of year, as originally stated 7,839,596 5,969,259
Deposits with trustee reported in prior year (1,040,549)
Cash, beginning of year, as restated 6,799,047
Cash, end of year 3 8,656,810 3 7,839,596
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Capital Asset and Debt Administration

Capital Assets

At June 30, 2007, the University had $128,573,562 invested in capital assets, less accumulated
depreciation of $55,096,301. Depreciation charges total $4,069,456 for the current fiscal year. Details of

these assets are shown below:

Capital Assets (Net) June 30, 2007 June 30, 2006
Land, improvements and infrastructure $ 4,700,974 $ 3,073,428
Buildings 51,238,775 42,795,127
Construction in progress 13,850,815 9,820,349
Furniture, fixtures and equipment 2,153,905 2,414,263
Library holdings 1,398,033 1,438,103
Livestock for educational purposes 134,759 223,655
Total $ 73,477,261 $ 59,764,925

Major capital additions completed this year, and the source of the funding used for their acquisition,

include:
June 30,2007 June 30, 2006
Baswell Hall--bond issue $ 1,840,609
Art Building Construction--bond issue 2,656,368
Wilson Hall--University Funds $ 837,463
Tucker Coliseum--University Funds 362,608
Caraway Hall Renovation--State Grant 649,219
Total $ 1,849,290 $ 4,496,977

More detailed information about the University’s capital assets is presented in Note 8 and Note 13 to the

financial statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

Capital Asset and Debt Administration (continued)

Debt

At June 30, 2007, the University had $44,200,959 in debt outstanding versus $39,093,330 the previous
year. Principal payments made on debt during the year were $1,595,003. The table below summarizes

these amounts by type of debt instrument:

Outstanding Debt June 30, 2007 June 30, 2006
Educational and General revenue bonds $ 8,425,000 $ 13,500,000
Auxiliary facility revenue bonds 32,815,000 25,295,000
Capital lease obligations 115,801 217,969
Installment contract 42,526 80,361
Notes payable 2,802,632

Total $ 44,200,959 $ 39,093,330

More detailed information about the University’s long-term liabilities is presented in Notes 10, 11 and 12

to the financial statements.

Economic Outlook

The University’s overall financial position is strong. Consistent student enroliment growth plus increased
State General Revenue funding make us optimistic for the University’s operations during FY 2007-08.
We will manage our resources in a way that assures the continued financial integrity of the University.

Mr. David C. Moseley

Vice President for Administration and Finance
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ARKANSAS TECH UNIVERSITY
COMPARATIVE STATEMENT OF NET ASSETS

ASSETS

Current Assets:
Cash and cash equivalents
Deposits with trustee
Short-term investments

JUNE 30, 2007

Accounts receivable (less allowances of $100,420 and $73,134, respectively)
Notes receivable (less allowances of $103,094 and $67,762, respectively)

Other receivables

Inventories

Prepaid expenses
Total Current Assets

Noncurrent Assets:

Restricted cash and cash equivalents

Deposits with trustee

Endowment investments

Restricted Investments

Restricted accounts receivable

Notes receivable (less allowances of $437,514
and $416,255, respectively)

Prepaid expenses

Capital assets (net of accumulated depreciation of $55,096,301

and $51,216,923, respectively)
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities:
Accounts payable and accrued liabilities
Bonds, notes, installment contract and leases payable
Compensated absences
Deferred revenue
Funds held in trust for others
Other liabilities
Total Current Liabilities
Noncurrent Liabilities:
Bonds, notes, installment contract and leases payable
Compensated absences
Other liabilities
Total Noncurrent Liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Nonexpendable:
Scholarships and fellowships
Expendable:
Scholarships and fellowships
Loans
Capital projects
Debt service
Education and general departments
Other
Unrestricted

TOTAL NET ASSETS

The accompanying notes are an integral part of these financial statements.
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Exhibit A

June 30, June 30,
2007 2006
8,291,479 6,141,296
1,023,856
18,719,845 25,894,678
1,439,347 914,374
251,223 197,876
63,424 373,515
571,325 572,207
251,254 852,636
30,611,753 34,946,582
365,331 657,751
1,653,463 1,923,220
2,327,877 2,103,574
782,422 782,422
904,952 309,914
1,065,962 1,263,377
3,329 80,361
73,477,261 59,764,925
80,580,597 66,885,544
111,192,350 101,832,126
1,600,018 1,240,322
1,905,895 1,595,003
1,341,955 1,236,002
949,677 1,492,869
361,850 366,108
22,021
6,159,395 5,952,325
42,295,064 37,498,327
305,168 271,318
728,733 90,436
43,328,965 37,860,081
49,488,360 43,812,406
27,754,486 10,931,606
155,929 155,929
347,215 247,897
1,503,450 1,525,345
1,358,713 15,242,455
2,642,767 2,723,287
2,253,773 1,988,981
8,836,630 3,262,430
16,851,027 21,941,790
61,703,990 58,019,720
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ARKANSAS TECH UNIVERSITY

ARKANSAS TECH UNIVERSITY FOUNDATION, INC.
COMPARATIVE STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and cash equivalents
Promises to give

Other receivable
Investments

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable and accrued liabilities
University funds under management
Reserve for annuities payable
Total Liabilities

NET ASSETS
Temporarily restricted
Permanently restricted
Unrestricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

JUNE 30, 2007

-15-

Exhibit A-1

June 30,

2007 2006
$ 3,307,455 $ 3,953,499
1,046,155 1,735,823
22,143 23,863
12,120,854 9,679,207
$ 16,496,607 $ 15,392,392
$ 71,558 $ 80,900
1,968,003 1,743,700
133,695 154,144
2,173,256 1,978,744
2,076,294 1,350,347
5,054,807 5,140,019
7,192,250 6,923,282
14,323,351 13,413,648
$ 16,496,607 $ 15,392,392
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ARKANSAS TECH UNIVERSITY

ARKANSAS TECH UNIVERSITY FACILITIES DEVELOPMENT FOUNDATION, INC.

COMPARATIVE STATEMENT OF FINANCIAL POSITION

ASSETS
Current Assets:
Due from Arkansas Tech University

JUNE 30, 2007

Exhibit A-2

Rent receivable (net of allowance for doubtful accounts

of $4,000 in 2007 and $5,620 in 2006)
Unrestricted cash
Total Current Assets

Restricted cash and cash equivalents

Property and equipment at cost:
Property and equipment
Less accumulated depreciation
Net property and equipment

Other Assets:
Unamortized Debt issuance cost
Unamortized Debt discount
Total Other Assets

TOTAL ASSETS

LIABILITIES AND UNRESTRICTED
Current Liabilities:
Current maturities of long-term debt
Due to Arkansas Tech University
Accounts payable
Security deposits
Accrued interest
Total Current Liabilities

Long-term debt
Unrestricted net assets

TOTAL LIABILITIES AND NET ASSETS

June 30,

2007 2006
$ 45,846 $ 112,421
72,460 56,613
573 573
118,879 169,607
2,252,758 1,791,739
7,679,481 7,679,481
1,642,493 1,390,583
6,036,988 6,288,898
170,607 178,315
148,211 154,656
318,818 332,971
$ 8,727,443 $ 8,583,215
$ 175,000 $ 170,000

13,493

14,828 10,215
72,500 76,450
36,863 37,523
312,684 294,188
7,760,000 7,935,000
654,759 354,027
$ 8,727,443 $ 8,583,215
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ARKANSAS TECH UNIVERSITY

COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2007

Year Ended June 30

Year Ended June 30

2007 2006
OPERATING REVENUES
Student tuition and fees (net of scholarship allowances of $9,458,176
and $8,755,857, respectively) $ 19,872,490 $ 18,588,414
Federal grants and contracts 9,202,151 9,004,009
State and local grants and contracts 4,693,977 4,183,727
Non-governmental grants and contracts 2,341,724 2,661,277
Sales and services of educational departments 532,003 444,091
Auxiliary enterprises:
Athletics (net of scholarship allowances of $460,985 and $801,006, respectively) 2,667,316 2,016,899
Residence life (net of scholarship allowances of $1,485,129 and $1,288,993, respectively) 3,022,764 2,687,113
Bookstore (net of scholarship allowances of $63,048 and $37,490, respectively) 2,563,179 2,512,187
Food service (net of scholarship allowances of $1,142,352 and $1,066,643, respectively) 2,480,768 2,009,860
Other auxiliary enterprises 163,641 148,656
Other operating revenues 678,335 703,531
TOTAL OPERATING REVENUES 48,218,348 44,959,764
OPERATING EXPENSES
Personal services 32,958,658 30,727,430
Benefits 8,718,501 8,290,957
Scholarships and fellowships 11,896,727 11,240,929
Supplies and services 19,777,366 19,570,314
Depreciation 4,069,456 3,476,415
TOTAL OPERATING EXPENSES 77,420,708 73,306,045
OPERATING (LOSS) (29,202,360) (28,346,281)
NON-OPERATING REVENUES (EXPENSES)
State appropriations 31,386,240 29,512,304
Gifts 1,000
Investment income (net of investment expense of $6,467 and $10,044, respectively) 1,900,722 1,208,976
Interest on capital asset - related debt (1,787,462) (1,223,632)
Paying agents fees capital asset - related debt (24,095) (16,337)
Gain or (loss) on disposal of capital assets (1,950) (41,413)
Unrealized gain on livestock valuation 30,904 91,451
Disposal of livestock for educational purposes (70,000)
Premium on sale of bonds 105,035
Other revenue 3
Other expense (11,050)
NET NON-OPERATING REVENUES 31,424,309 29,636,387
INCOME BEFORE OTHER REVENUES, EXPENSES, GAINS OR LOSSES 2,221,949 1,290,106
Capital appropriations 649,000
Capital grants and gifts 2,194,064 403,773
Bond discount and issue costs (86,241) (68,219)
Additions to endowments 148,634 95,453
Adjustments to prior year revenues and expenses (754,061) (1,366,839)
Other (40,075) (63,698)
INCREASE IN NET ASSETS 3,684,270 939,576
NET ASSETS - BEGINNING OF YEAR 58,019,720 57,080,144
NET ASSETS - END OF YEAR $ 61,703,990 $ 58,019,720

The accompanying notes are an integral part of these financial statements.
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ARKANSAS TECH UNIVERSITY Exhibit B-1
ARKANSAS TECH UNIVERSITY FOUNDATION, INC.
COMPARATIVE STATEMENT OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006
Year Ended June 30, 2007 Year Ended June 30, 2006
Temporarily Permanently Temporarily Permanently
Unrestricted Restricted Restricted Total Unrestricted Restricted Restricted Total

Public support revenues and reclassifications:

Contributions and revenues $ 51,963 $ 1,334,766 $ 221,433 $ 1,608,162 $ 55,323 $ 2,823,353 $ 522,770 $ 3,401,446

Investment income 948,382 240,200 47,535 1,236,117 487,922 210,326 27,861 726,109
Net assets released from restrictions:

Satisfaction of program restrictions 1,660,178 (1,660,178) 1,050,717 (1,050,717)

Total public support, revenues and reclassifications 2,660,523 (85,212) 268,968 2,844,279 1,593,962 1,982,962 550,631 4,127,555

Expenses:

Scholarships 283,370 283,370 302,128 302,128

Capital outlay 941,079 941,079 211,545 211,545

Supplies 202,117 202,117 172,228 172,228

Professional fees and services 112,573 112,573 184,090 184,090

Travel food and entertainment 161,163 161,163 103,234 103,234

Printing 25,651 25,651 38,511 38,511

Salaries and benefits 129,066 129,066 139,047 139,047

Investment fees 41,801 41,801 54,929 54,929

Annuity benefits 8,951 8,951 8,984 8,984

Other 28,805 28,805 59,671 59,671

Total expenses 1,934,576 1,934,576 1,274,367 1,274,367

Changes in net assets 725,947 (85,212) 268,968 909,703 319,595 1,982,962 550,631 2,853,188
Net assets at beginning of year 1,350,347 5,140,019 6,923,282 13,413,648 1,030,752 3,157,057 6,372,651 10,560,460
Net assets at end of year $ 2,076,294 $ 5,054,807 $ 7,192,250 $ 14,323,351 $ 1,350,347 $ 5,140,019 $ 6,923,282 $ 13,413,648
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ARKANSAS TECH UNIVERSITY Exhibit B-2
ARKANSAS TECH UNIVERSITY FACILITIES DEVELOPMENT FOUNDATION, INC.
COMPARATIVE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Year Ended June 30,

2007 2006

Revenues:
Rental income $ 1,339,321 $ 1,143,900
Investment income 82,288 59,911
Other revenue 5,197 12,261
Total Income 1,426,806 1,216,072

Expenses:
Maintenance and repairs 129,817 147,066
Utilities 170,665 65,266
Insurance 52,836 51,155
Depreciation and amortization 266,062 265,109
Interest expense 447,376 455,657
Bad debts 1,173 5,620
Administrative cost-Arkansas Tech University 40,362 35,124
Trustee fees 9,416 9,214
Audit fees 4,500 4,750
Other 3,867 12,165
Total Expenses 1,126,074 1,051,126
Increase in unrestricted net assets 300,732 164,946
Unrestricted net assets at beginning of year 354,027 189,081
Unrestricted net assets at end of year $ 654,759 3 354,027
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Cash Flows From Operating Activities
Tuition and fees

Grants and contracts

Payments to suppliers

Payments for personal services

Payments for benefits

Payments for scholarships and fellowships
Loans issued to students

Collection of student loans

Collection of interest related to student loans

Auxiliary Enterprise Charges:
Residential life
Food service
Bookstore
Athletics
Health services

Sales and service of educational department

Other receipts (payments)

Net Cash Provided (Used) by Operating Activities

Cash Flows From Noncapital Financing Activities:

State appropriations

Principal paid on non capital debt and leases
Interest paid on non capital debt and leases

Additions to endowment funds

Student organization/agency transactions (net)

Other expense and deductions
Prior period adjustments

ARKANSAS TECH UNIVERSITY
COMPARATIVE STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2007

Net Cash Provided (Used) by Noncapital Financing Activities

Cash Flows From Capital and Related Financing Activities

Capital appropriations

Non capital grants and gifts received
Capital grants and gifts received
Purchases of capital assets
Construction In progress expenditures
Received from bond trustees
Payments to bond trustees

Principal paid on capital debt and leases
Interest paid on capital debt and leases
Trustees fees

Proceeds from bond issues

Bond discounts and issue costs
Premium on sale of bonds

Other revenue

Net Cash Provided (Used) by Financing Activities

Cash Flows From Investing Activities:

Proceeds from sales and maturities of investments

Purchase of investments
Investment income

Net Cash Provided (Used) by Investing Activities

Net increase in cash

Cash-beginning of the year, as originally stated
Deposits with trustees reported in prior year

Cash-beginning of year, as restated
Cash-end of the year
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June 30, June 30,

2007 2006
19,392,497 $ 18,432,218
15,952,595 15,665,358
(18,694,142) (19,603,920)
(32,818,855) (30,697,676)
(8,718,501) (8,290,957)
(11,896,727) (11,240,929)

(213,561) (326,038)
241,726 291,018
15,519 23,931
2,764,408 2,687,305
2,232,543 2,010,045
2,563,179 2,512,187
2,667,316 2,016,899
163,641 148,656
532,003 444,091
662,815 680,080
(25,153,544) (25,247,732)
31,386,240 29,512,304
(37,835) (59,587)
(2,238) (4,111)
79,593 3,950
(19,195) 104,039
(24,190)
(4,239) 53,509
31,378,136 29,610,104
649,000
1,000
1,049,026 285,782
(2,684,015) (5,858,378)
(11,311,559) (6,389,131)
3,190,107
(3,189,986)
(102,168) (687,842)
(76,572) (1,223,632)
(16,337)
14,525,000
(274,816)
105,035
3
(13,124,167) 1,114,684
9,490,802 5,027,748
(2,541,541) (9,771,884)
1,808,077 1,137,417
8,757,338 (3,606,719)
1,857,763 1,870,337
7,839,596 5,969,259
(1,040,549)
6,799,047
8,656,810 $ 7,839,596




Reconciliation of net operating revenues (expenses) to
net cash provided (used) by operating activities:

Operating income (loss)
Adjustments to reconcile net income (loss) to

net cash provided (used) by operating activities:

Depreciation expense
Bad debt expense
Loan principal and interest canceled
Loans issued to students
Collection of student loans
Collection of student loans written off prior year
Changes in assets and liabilities:
Receivables
Credit memos
Inventories
Prepaid expenses
Accounts payables
Unapplied student aid
Unclaimed property
Deferred revenue
Compensated absences
Net cash provided (used) by operating activities

Noncash transactions
Increase in fair value of assets
Donated capital assets
Proceeds from bond issues
Bond discount and issue costs

ARKANSAS TECH UNIVERSITY
COMPARATIVE STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2007

See accompanying summary of significant accounting policies and notes to financial statements.
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Exhibit C

June 30,
2006

(29,202,360)

4,069,456
83,877
59,313

(213,561)
241,726

(936,772)
881
132,071
678,414
211,676
109,317
868

(528,254)
139,804

(28,346,281)

3,476,415
92,704
54,513

(326,037)
291,018
480

121,279
102,685
66,306
(604,471)
(58,897)
(120,652)
11,309
(340,101)
331,998

(25,153,544)

(25,247,732)

100,113
1,145,038
3,900,000

86,241

308,321
39,554
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2007

NOTE 1: Summary of Significant Accounting Policies

Nature of Operations: Arkansas Tech University is a multi-purpose, state-supported institution of higher education
dedicated to providing an opportunity for higher education to the people of Arkansas and to serving the intellectual
and cultural needs of the region in which it is located. Arkansas Valley Technical Institute (AVTI) of Arkansas Tech
University has over 500 students enrolled in three associate programs, as well as 15 technical and vocational
programs.

Reporting Entity: The financial reporting entity, as defined by Governmental Accounting Standards Board (“GASB”)
Statement No. 14, The Financial Reporting Entity, consists of the primary government, organizations for which the
primary government is financially accountable and other organizations for which the nature and significance of their
relationship with the primary government are such that exclusion could cause the financial statements to be
misleading or incomplete.

Arkansas Tech University is governed by a Board of Trustees. The State of Arkansas allocates and allots funds to
each agency separately and requires that the funds be maintained accordingly. Because of this requirement,
separate accounts are maintained for each agency.

Arkansas Tech University was created in 1909 by Act 100 of the Arkansas General Assembly. Under the provisions
of this Act, the State was divided into four (4) agricultural school districts. The General Assembly in 1925 changed
the name from the Second District Agriculture College to Arkansas Polytechnic College with power to grant degrees.
In1948, the Board of Trustees converted the college from a junior college to a degree-granting institution. In
accordance with Act 343 of the Arkansas General Assembly of 1975, the name was changed to Arkansas Tech
University effective July 9, 1976. The Institution’s programs are now divided into the Schools of Education, Liberal
and Fine Arts, Physical and Life Sciences, Business and Systems Science, Community Education and Professional
Development.

The University is an institution of higher education of the State of Arkansas and is included in the financial statements
of the State of Arkansas.

The Arkansas Tech University Foundation, Inc. (the Foundation) is a legally separate, tax-exempt component unit of
Arkansas Tech University (the University). The Foundation acts primarily as a fund-raising and asset management
organization to develop and supplement the resources that are available to the University in support of its mission
and programs. The 33 member board of the Foundation is self-perpetuating and consists of graduates and friends of
the University. Although the University does not control the timing or amount of receipts from the Foundation, the
majority of resources, or income thereon, that the Foundation holds and invests are restricted to the activities of the
University by donors. Because these restricted resources held by the Foundation may only be used by, or for the
benefit of the University, the Foundation is considered a component unite of the University under the guidelines
established by Governmental Accounting Standards Board (GASB) Statement Number 39, Determining Whether
Certain Organizations are Component Units. Accordingly, the financial statements of the Foundation are discretely
presented in the University’s financial statements in accordance with the provisions of GASB Statement Number 39.

During the year ended June 30, 2007, the Foundation transferred equipment and funds of $1,325,807 to the
University for proper accountability and academic support. Complete financial statements for the Foundation may be
obtained from the Foundation at P. O. Box 8820, Russellville, AR 72801.

The Foundation reports under Financial Accounting Standards Board (FASB) standards, including FASB Statement
No. 117, Financial Reporting for Not-for-Profit Organizations. As such, certain revenue recognition criteria and
presentation features are different from GASB revenue recognition criteria and presentation features. No
modifications have been made to the Foundation’s financial information in the University’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2007

NOTE 1: Summary of Significant Accounting Policies (Continued)

The Arkansas Tech University Facilities Development Foundation, Inc. (the Facilities Development Foundation) is a
legally separate, tax-exempt component unit of Arkansas Tech University (the University). The Facilities Development
Foundation acts primarily as a fund-raising and asset management organization to develop and supplement the
resources that are available to the University in support of its mission and programs. The 3 member board of the
Facilities Development Foundation is self-perpetuating and consists of graduates and friends of the University.
Although the University does not control the timing or amount of receipts from the Facilities Development Foundation,
the majority of resources, or income thereon, that the Facilities Development Foundation holds and invests are
restricted to the activities of the University by donors. Because these restricted resources held by the Facilities
Development Foundation may only be used by, or for the benefit of the University, the Facilities Development
Foundation is considered a component unit of the University under the guidelines established by Governmental
Accounting Standards Board (GASB) Statement Number 39, Determining Whether Certain Organizations are
Component Units. Accordingly, the financial statements of the Facilities Development Foundation are discretely
presented in the University’s financial statements in accordance with the provisions of GASB Statement Number 39.

Complete financial statements for the Foundation may be obtained from the Facilities Development Foundation at
105 West O Street, Bryan Hall, Room 208, Russellville, AR 72801.

The Development Foundation reports under Financial Accounting Standards Board (FASB) standards, including
FASB Statement No. 117, Financial Reporting for Not-for-Profit Organizations. As such, certain revenue recognition
criteria and presentation features are different from GASB revenue recognition criteria and presentation features. No
modifications have been made to the Development Foundation’s financial information in the University’s financial
statements.

Financial Statement Presentation: In June 1999, the GASB issued Statement No. 34, Basic Financial Statements
and Management'’s Discussion and Analysis for State and Local Governments. This was followed in November 1999
by GASB Statement No. 35, Basic Financial Statements and Management's Discussion and Analysis for Public
Colleges and Universities. The University was required to adopt GASB Statements No. 34 and No. 35. The financial
statement presentation required by GASB Statements No. 34 and No. 35 provides a comprehensive, entity-wide
perspective of the University’s assets, liabilities, net assets, revenues, expenses, changes in net assets and cash
flows. This replaces the fund-group perspective previously required.

Basis of Accounting: For financial reporting purposes, the University is considered a special-purpose government,
engaged only in business-type activities. Accordingly, the University’s financial statements have been presented
using the economic resource management focus and the accrual basis of accounting. Under the accrual basis,
revenues are recognized when earned, and expenses are recorded when an obligation has been incurred. All
significant intra-agency transactions have been eliminated.

The University has the option to apply all Financial Accounting Standards Board (FASB) pronouncements issued
after November 30, 1989, unless FASB conflicts with GASB. The University has elected not to apply FASB
pronouncements issued after the applicable date.

Cash Equivalents: For purposes of the statements of cash flows, the University considers all highly liquid
investments with an original maturity of three months or less to be cash equivalents.

Investments: The University accounts for its investments at fair market value in accordance with GASB Statement
No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools. Changes in
unrealized gain (loss) on the carrying value of investments are reported as a component of investment income in the
Statement of Revenues, Expenses and Changes in Net Assets.

The University has implemented GASB Statement No. 40, Deposit and Investment Risk Disclosures, an amendment
of GASB Statement No. 3. This accounting standard establishes more comprehensive disclosure requirements
related to investment and deposit risks, but does not affect reported amounts of investments, net assets, or changes
in net assets.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2007

NOTE 1: Summary of Significant Accounting Policies (Continued)

Accounts Receivables: Accounts receivables consist of tuition and fee charges to students and auxiliary enterprise
services provided to students, faculty and staff. Accounts receivables also include amounts due from the Federal
Government, state and local governments or private sources in connection with reimbursement of allowable
expenditures made pursuant to the University’s grants and contracts. Accounts receivables are recorded net of
estimated uncollectible amounts.

Inventories: Inventories are carried at cost with cost being determined on a first-in, first-out (“FIFO”) basis.

Capital Assets: Capital assets are recorded at cost on the date of acquisition or, in the case of gifts, fair market value
on the date of donation. Livestock for educational purposes is recorded at estimated fair market value. The
University's capitalization policy includes all items with a unit cost of $2,500 or more and an estimated useful life of
greater than one year, including renovations to buildings, infrastructure and land improvements that significantly
increase the value or extend the life of the structure. Routine repairs and maintenance are charged to operating
expense in the year in which the expense is incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets, generally 30
years for buildings, 15 years for infrastructure and land improvements, 10 years for library books and 4 to 7 years for
equipment.

Deferred Revenues: Deferred revenues include amounts received for tuition and fees and certain auxiliary activities
prior to the end of the fiscal year but related to the subsequent accounting period. Deferred revenues also include
amounts received from grant and contract sponsors that have not yet been earned.

Compensated Absences: Employee annual and sick leave earned, but not paid, and related matching costs are
recorded as a liability and expense on the University’s financial statements as required by generally accepted
accounting principles. An estimate is made to allocate this liability between its current and noncurrent components.

Noncurrent Liabilities: Noncurrent liabilities include (1) principal amounts of revenue bonds payable, notes payable
and capital lease obligations with contractual maturities greater than one year; (2) estimated amounts for accrued
compensated absences and other liabilities that will not be paid within the next fiscal year; and (3) other liabilities that,
although payable within one year, are to be paid from funds that are classified as noncurrent assets.

Net Assets: The University’s net assets are classified as follows:

Invested in capital assets, net of related debt: This represents the University’s total investment in capital
assets, net of outstanding debt obligations related to those capital assets. Amounts to the extent debt has
been incurred but not yet expended for capital assets are not included as a component of invested in capital
assets, net of related debt.

Restricted net assets — expendable: Restricted expendable net assets include resources in which the
University is legally or contractually obligated to spend resources in accordance with restrictions imposed by
external third parties.

Restricted net assets — nonexpendable: Nonexpendable net assets consist of endowment and similar type
funds in which donors or other outside sources have stipulated, as a condition of the gift instrument, that the
principal be maintained inviolate and in perpetuity and be invested for the purpose of producing present and
future income that may either be expended or added to principal.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2007

NOTE 1: Summary of Significant Accounting Policies (Continued)

Unrestricted net assets: Unrestricted net assets represents resources derived from student tuition and fees,
state appropriations and sales and services of educational departments and auxiliary enterprises. These
resources are used for transactions relating to the educational and general operation of the University and
may be used at the discretion of the governing board to meet current expenses for any purpose. These
resources also include auxiliary enterprises that are substantially self-supporting activities providing services
for students, faculty and staff.

Income Taxes: The University, as a political subdivision of the State of Arkansas, is excluded from Federal income
taxes under Section 115(1) of the Internal Revenue Code, as amended. The Foundations are exempt from income
taxes under Section 501(C)(3) of the Internal Revenue Code.

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

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

Nonoperating revenues: Nonoperating revenues include activities that have the characteristics of
nonexchange transactions, such as gifts and contributions, and other revenue sources that are defined as
nonoperating revenues by GASB Statement No. 9, Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting, and GASB
Statement No. 34, such as state appropriations and investment income.

Scholarship Discounts and Allowances: Student tuition and fee revenues, and certain other revenues from students,
are reported net of scholarship discounts and allowances in the Statement of Revenues, Expenses and Changes in
Net Assets. Scholarship discounts and allowances are the difference between the stated charge for goods and
services provided by the University and the amount that is paid by students and/or third parties making payments on
the students’ behalf. Certain governmental grants, such as Pell grants and other Federal, state or nongovernmental
programs are recorded as either operating or nonoperating revenues in the University’s financial statements. To the
extent that revenues from such programs are used to satisfy tuition and fees and other student charges, the
University has recorded a scholarship discount and allowance.

Noncurrent Cash and Investments

Cash and investments that are externally restricted for endowment scholarships and other purposes or to purchase or
construct capital assets, are classified as noncurrent assets in the Statement of Net Assets. Additionally, this
classification includes other long-term investments with original maturity dates greater than one year.

Deposits with Trustees

Deposits with trustees are externally restricted and held by various banks for the University. They are maintained in
order to make debt service payments, to maintain sinking or reserve funds as required by bond covenants, or to
purchase or construct capital assets.

Funds Held in Trust for Others

The University holds deposits as custodian or fiscal agent for students, student organizations, and certain other
organized activities related to the University.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2007

NOTE 1: Summary of Significant Accounting Policies (Continued)

Restricted/Unrestricted Resources

The University has no formal policy addressing which resources to use when both restricted and unrestricted net
assets are available for the same purpose. University personnel decide which resources to use at the time expenses
are incurred.

NOTE 2: Cash and Cash Equivalents

Cash deposits are carried at cost. The University's cash deposits at year-end are shown below:

Carrying Bank
Amount Balance
Insured (FDIC) $ 690,009 $ 690,009
Collateralized:
Collateral held by the pledging bank or pledging bank's trust
department in the University's name 29,245,441 30,627,437
Total Deposits $ 29,935,450 $ 31,317,446

The above deposits do not include cash held on deposit in the State Treasury and cash on hand maintained by the
University, in the amounts of $210,833 and $24,375, respectively. The above total deposits include nonnegotiable
certificates of deposit of $ 19,862,141 reported as investments and classified as nonparticipating contracts.
Additionally, the deposits include certificates of deposit reported as deposits with trustee in the amount of $1,651,707.

Custodial Credit Risk — Deposits

Custodial credit risk for deposits is the risk that the University’s deposits may not be returned in the event of a bank or
depository failure. The State Treasurer requires that all state funds be either insured by Federal Deposit Insurance or
collateralized by securities held by the cognizant Federal Reserve Bank. The University's deposits with the State
Treasurer are pooled with funds of other State Agencies and then, in accordance with statutory limitations, placed in
financial institutions or invested, as the Treasurer may determine, in the State’s name.

NOTE 3: Investments

The University has implemented GASB Statement No. 40, Deposit and Investment Risk Disclosures, an amendment
of GASB Statement No. 3. The new accounting standard establishes more comprehensive disclosure requirements
related to investment risks, but does not affect reported amounts of investments, net assets, or changes in net
assets.

Credit risk for investments is the risk that an issuer or counterparty to the investment will not fulfill its obligations.
Interest rate risk is the risk that interest rate fluctuations will adversely affect the fair value of an investment. The risks
for the University’s investments including the external investment pool and deposits with trustee are shown separately
below:

External Investment Pool: The University has investments with the Arkansas Tech University Foundation, Inc.,
(ATUF) that are pooled with other ATUF funds. The pool was originally established in 1999 and the funds were
invested in the Common Fund. In 2003, the funds were moved under the management of Monroe Vos Consulting
Group. The total amount of the pool is $10,889,054 and Arkansas Tech University owns approximately 18 percent of
that amount. The funds are invested based on the ATUF Board’s approved policy of no more that five percent (5%)
of the portfolio can be invested in one company. This policy reduces the concentration of credit risk.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2007

NOTE 3: Investments (Continued)

The following table contains information on the risk disclosure for the University’s portion of the external investment
pool:

Average Average
Effective Effective
Maturity Duration
Type of Investment Market Value AAA NR
5.26 5.07
Corporate Bonds $ 56,482 $56,482
US Stocks 675,615 $675,615
Non-US Stocks 383,564 383,564
Money Market Funds 757,287 757,287
Other 95,055 95,055
Total investments $ 1,968,003 $56,482 $1,911,521

Interest Rate Risk

Interest rate risk is the risk that changes in the interest rates will adversely affect the fair value of an investment.
Governments with investments in external investment pools are required to disclose the interest rate risk of such
investments. Interest rate risk exposure for the corporate bonds and stocks would be minimal due to the Arkansas
Tech University Foundation Board’s policy that no more than five percent (5%) of the portfolio can be invested in one
company. The Institution does not have a policy designed to manage interest rate risk.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. Governments
are required to disclose the credit quality ratings of debt securities and external investment pools.

Deposits with Trustee

At June 30, 2007, the University’s deposits with trustee in the amount of $ 2,677,319 were invested in certificates of
deposit, Federated Treasury Obligations and a money market treasury. The money market fund was rated AAAm by
Standard & Poor’s and Aaa by Moody’s Investors Service and consisted of short-term repurchase agreements and
U.S. Treasuries. The effective average maturity was 15 days.

NOTE 4: Donor Restricted Endowment

The University has a donor restricted endowment, entitled “Lillian Massie Permanent Endowment Fund”, that is to be
used by the Department of Liberal and Fine Arts for support and scholarship. The original contribution was $155,929
and the balance was $170,321 as of June 30, 2007, for a net appreciation of $14,392. Investment income was
$8,512. The Institution may not spend any of the principal. State law allows a governing board to expend a portion of
the net appreciation in the fair value of the assets over the historic dollar value of the fund unless the applicable gift
document states otherwise. State law stipulates that such expenses are to be for the purpose for which the
endowment funds were established.
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NOTE 5: Disaggregation of Accounts and Other Receivables

Accounts receivable consisted of the following at June 30, 2007 and June 30, 2006, respectively:

June 30, 2007

June 30, 2006

Student tuition and fees $ 561,106 $ 371,500
Auxiliary enterprises and other operating activities 859,861 577,805
Scholarship 8,936 4,192
Federal, state and private grants and contracts 895,903 322,798
Accrued interest 100,725 185,608
Credit memos 63,426 195,498
Other 18,186 13,536

$ 2,508,143 $ 1,670,937
Less allowance for doubtful accounts (100,420) (73,134)
Net accounts receivable $ 2,407,723 $ 1,597,803

NOTE 6: Inventories

Inventories consisted of the following at June 30, 2007, and June 30, 2006, respectively:

June 30, 2007

June 30, 2006

Museum $ 11,605 $ 9,407
Bookstore 532,929 547,312
Post Office 9,265 15,488
Lake Point Conference Center 16,446
Hospitality 1,080
$ 571,325 $ 572,207
NOTE 7: Notes Receivable

Student loans made through the Federal Perkins Loan Program (the Program) comprise substantially all of the notes
receivable at June 30, 2007. The Program provides for cancellation of a loan at rates of 10 percent to 30 percent per
year up to a maximum of 100 percent if the participant complies with provisions. The Federal government reimburses

the University for amounts cancelled under these provisions.

As the University determines that loans are uncollectible and not eligible for reimbursement by the Federal
government, the loans are written off and assigned to the U.S. Department of Education. The University has
provided an allowance for uncollectible notes that, in management’s opinion, is sufficient to absorb loans that will
ultimately be written off. At June 30, 2007, the notes receivable was $1,317,185, net of the allowance for

uncollectible loans of $540,608.
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NOTE 8:

Capital Assets

Following are the changes in capital assets for the year ended June 30, 2007:

Capital assets not depreciated
Land
Landscaping
Livestock for educational
purposes
Construction in progress
Total capital assets
not being depreciated

Other capital assets
Non-major infrastructure
networks
Land improvements
Buildings
Furniture, fixtures and equipment
Library holdings
Total other capital assets

Less accumulated depreciation:
Non-major infrastructure
networks
Land improvements
Buildings
Furniture, fixtures and equipment
Library materials

Total accumulated depreciation

Other capital assets, net

Capital Asset Summary:
Capital assets not being
depreciated
Other capital assets, at cost
Total cost of capital assets
Less accumulated depreciation

Capital assets, net

Balance Balance
July 1, 2006 Additions Retirements June 30, 2007
$ 1221297 $ 1,072,000 $ 2,293,297
235,557 235,557
223,655 61,554 $ (150,450) 134,759
9,820,349 11,927,834 (7,897,368) 13,850,815
$ 11500858 $ 13,061,388 $ (8,047,818) $ 16,514,428
$ 1788215 $ 354,273 $ 2,142,488
3,059,267 352,414 3,411,681
77,839,867 10,976,200 88,816,067
9,629,132 767,009 $ (152,304) 10,243,837
7,164,509 306,686 (26,134) 7,445,061
99,480,990 12,756,582 (178,438) 112,059,134
(1,297,091) (145) (1,297,236)
(1,933,817) (150,996) (2,084,813)
(35,044,740) (2,533,751) 1,199 (37,577,292)
(7,214,869) (1,037,808) 162,745 (8,089,932)
(5,726,406) (346,756) 26,134 (6,047,028)
(51,216,923) (4,069,456) 190,078 (55,096,301)
$ 48,264,067 $ 8,687,126 3 11,640 $ 56,962,833
$ 11,500,858 $ 13,061,388 $ (8,047,818) $ 16,514,428
99,480,990 12,756,582 (178,438) 112,059,134
110,981,848 25,817,970 (8,226,256) 128,573,562
(51,216,923) (4,069,456) 190,078 (55,096,301)
$ 59,764,925 $ 21,748514 $ (8,036,178) $ 73,477,261
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NOTE 9: Deferred Revenue

Deferred revenue consists of the following at June 30, 2007 and June 30, 2006, respectively:

June 30, 2007 June 30, 2006
Prepaid tuition and fees $ 46,013 $ 686,509
Grants and contracts 525,670 599,072
Scholarships 199,398 80,335
Other 178,596 126,953
Total $ 949,677 $ 1,492,869

NOTE 10: Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2007 was as follows:

Long-Term July 1, June 30, Current Noncurrent
Liabilities 2006 Additions Deletions 2007 Portion Portion
Revenue bonds $ 38,795,000 $ 3,900,000 $ 1,455,000 $ 41,240,000 $ 1,760,000 $ 39,480,000
Capital leases 217,969 102,168 115,801 106,698 9,103
Installment contracts 80,361 37,835 42,526 39,197 3,329
Note payable 2,802,632 2,802,632 2,802,632
Compensated

absences 1,507,320 434,396 294,593 1,647,123 1,341,955 305,168
Total $ 40,600,650 $ 7,137,028 $ 1,889,596 $ 45848,082 $ 3,247,850 $ 42,600,232

Additional information regarding revenue bonds payable is included in Note 11.

Additional information regarding the capital lease, installment contract and note payable is included in Note 12.

NOTE 11: Bonds Payable

Principal payments on the existing bonds amounted to $1,455,000 for the fiscal year ended June 30, 2007. The
retirement of some bond issues is secured by a specific pledge of certain gross revenues, surplus revenues and
specific fees. Debt service accounts are funded at various times during the year by transfers from the applicable

funds.
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NOTE 11: Bonds Payable (Continued)

Amount
Authorized
and Issued

Pledged
Revenues

Debt
Outstanding
June 30, 2007

Maturities to

June 30, 2007

Revenue Bonds Series 1996
3.75% - 5.65%

Net cafeteria revenues and net bookstore
revenues will be maintained at a level

equal to at least 120% of the combined

maximum annual debt service. $ 1,300,000
Refunding Bonds Series 2004

2.10% - 5.00%

Student fees will be maintained at a level
to produce annual pledged revenues equal
to at least 120% of the combined
maximum annual debt service. 5,785,000
Refunding Bonds Series 2004

2.10% - 5.00%

Housing revenues will be maintained at a
level equal to at least 100% of the
combined maximum annual debt service. 3,960,000
Revenue Bonds Series 2001

3.6% -5.25%

Housing revenues will be maintained at a

level equal to at least 100%

of the combined annual debt service. 10,000,000
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NOTE 11: Bonds Payable (Continued)

Pledged
Revenues

Amount
Authorized
and Issued

Debt
Outstanding
June 30, 2007

Maturities to
June 30, 2007

Revenue Bonds Series 2003

1.1% - 5%

Student fees will be maintained at a level
to produce annual pledged revenues equal
to at least 125% of the combined
maximum annual debt service.

Revenue Bonds Series 2005
2.50% - 4.75%

Student fees will be maintained at a level
to produce annual pledged revenues equal
to at least 120% of the combined
maximum annual debt service.

Revenue Bonds Series 2005
3.10% - 3.55%

Student fees will be maintained at a level
to produce annual pledged revenues equal
to at least 100% of the combined
maximum annual debt service.

Refunding Bonds Series 2006
3.55% - 5.00%

Student fees will be maintained at a level
to produce annual pledged revenues equal
to at least 100% of the combined
maximum annual debt service.

$ 4,000,000

1,000,000

4,525,000

10,000,000
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NOTE 11: Bonds Payable (Continued)

Amount Debt
Pledged Authorized Outstanding Maturities to
Revenues and Issued June 30, 2007 June 30, 2007

Revenue Bonds Series 2007
3.85% - 4.60%

Student fees will be maintained at a level

to produce annual pledged revenues equal

to at least 100% of the combined

maximum annual debt service. 3 2,720,000 $ 2,720,000

Revenue Bonds Series 2007

3.85% - 4.60%

Student fees will be maintained at a level

to produce annual pledged revenues equal

to at least 100% of the combined

maximum annual debt service. 1,180,000 1,180,000

Totals $ 44,470,000 $ 41,240,000 $ 3,230,000

Principal and interest on these revenue bonds are collateralized by a pledge of revenues produced by the facilities
constructed with the bond proceeds and/or student activity fees and facility fees. Certain of these bonds payable are
callable at the option of the Board of Trustees.

The University was required to maintain debt service reserves aggregating $1,563,527 in 2007. The University's
reserve balances exceeded these amounts at June 30, 2007.

The changes in bonds payable are as follows:

Balance Balance
July 1, 2006 Issued Retired June 30, 2007
$ 38,795,000 $ 3,900,000 $ 1,455,000 $ 41,240,000
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NOTE 11:

The principal and interest payments are as follows:

Bonds Payable (Continued)

Year Ending
June 30 Principal Interest Total
2008 $ 1,760,000 $ 1835344 $ 3,595,344
2009 1,805,000 1,775,524 3,580,524
2010 1,865,000 1,711,246 3,576,246
2011 1,940,000 1,642,394 3,582,394
2012 1,010,000 1,587,094 2,597,094
2013-2017 5,705,000 7,264,927 12,969,927
2018-2022 6,495,000 5,943,391 12,438,391
2023-2027 8,145,000 4,271,721 12,416,721
2028-2032 8,565,000 2,105,280 10,670,280
2033-2037 3,950,000 479,565 4,429,565
Total $ 41,240,000 $ 28,616,486 $ 69,856,486

Bond principal due within one year is reported as short-term bonds, while all principal due over one year is reported
as long-term bonds. Short-term and long-term bonds payable at June 30, 2007 were $1,760,000 and $39,480,000,
respectively.

NOTE 12: Capital Lease, Installment Contract and Note Payable

Capital Lease Payable:

The University entered into an agreement with IBM Credit LLC in July, 2003, to lease IBM computer mainframe
hardware. The hardware was capitalized at $491,946. The lease term is five years with payments made from
Current Funds Unrestricted.

Total capital lease principal and interest payments are as follows:

Year Ending

June 30, Principal Interest Total

2008 $ 106,698 $ 2,929 $ 109,627

2009 9,103 33 9,136
Totals $ 115,801 $ 2,962 $ 118,763
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NOTE 12: Capital Lease, Installment Contract and Note Payable (Continued)
Installment Contract Payable:

The University entered into an agreement with IBM Credit LLC in July, 2003 for software license and maintenance.
The installment contract term is five years with payments made from Current Funds Unrestricted.

Total installment contract principal and interest payments are as follows:

Year Ending

June 30, Principal Interest Total

2008 $ 39,197 $ 875 $ 40,072

2009 3,329 11 3,340
Totals $ 42,526 $ 886 $ 43,412

Note Payable:

The University entered into a three year balloon note, in the amount of $2,802,632 on September 25, 2006. The loan
was used to fund the purchase of the Lakepoint Conference Center. The note is payable to Liberty Bank and
matures on September 25, 2009. The stated interest rate is 3.89%, with interest due on March 25th and
September 25th during each of the three years.

Total note payable principal and interest payments are as follows:

Year Ending
June 30, Principal Interest Total
2008 $ 108,657 $ 108,657
2009 108,791 108,791
2010 $ 2,802,632 55,5657 2,858,189
Totals $ 2,802,632 $ 273,005 $ 3,075,637
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NOTE 13: Commitments

The Institution was contractually obligated for the following at June 30, 2007:

Construction in Balance Remaining Completion
Project Name Progress on Contract Date
Advising Center $ 23,791 7/30/2009
Baswell Hall 10,762,874 $ 2,320,839 9/01/2007
Chambers Cafeteria 374,571 866,069 10/10/2007
Hull Repair and Renovation 5,902 400,000 9/30/2007
Reserve Boiler Monitoring 8,270 10/01/2007
Boiler Monitoring System 11,458 342,875 9/30/2007
Womens Sports Complex 2,349,376 109,450 7/31/2007
Turner Hall Abatement 314,573 434,100 7/31/2007
Total $ 13,850,815 $ 4,473,333
NOTE 14: Employee Retirement Benefits

Teachers Insurance and Annuity Association/College Retirement Equities Fund (TIAA/CREF)

Plan Description: Arkansas Tech University participates in TIAA/CREF, a defined contribution plan. The plan is a 403
(b) program as defined by Internal Revenue Service Code of 1986 as amended and is administered by TIAA/CREF.
TIAA is an insurance company offering participants a traditional annuity with guaranteed principal and a specific
interest rate plus the opportunity for additional growth through dividends. CREF is an investment company that offers
a variable annuity. Arkansas law authorizes participation in the plan. The University contributions to TIAA/CREF for
the years ended June 30, 2007, 2006 and 2005 were $2,212,382, $2,052,830 and $1,835,883, respectively. The
participants’ contributions to TIAA/CREF for the years ended June 30, 2007, 2006 and 2005 were $1,792,889,
$1,647,803 and $1,526,881, respectively.

Funding Policy: TIAA/CREF has contributory plans. Contributory members contribute a minimum of six (6) percent of
earnings to the plan. The University matches ten (10) percent for contributory members.

On September 1, 2004, the University also began offering the 457(b) plan. The plan is on a voluntary basis.
Employees must reach their maximum contribution to the 403(b) plan before participating in the 457(b) plan and they
are eligible to contribute up to the maximum amount established by the IRS. Employees have the same investment
options under this plan as they do under the current 403(b) plan.

Arkansas Teacher Retirement System

Plan Description: The University contributes to the Arkansas Teacher Retirement System (ATRS), a cost sharing,
multiple employer defined benefit pension plan for employees who do not elect a qualified alternative retirement plan.
ATRS provides retirement and disability benefits, annual cost-of-living adjustments and death benefits to plan
members and beneficiaries. Benefit and contribution provisions are established by State law and can be amended
only by the Arkansas General Assembly. The Arkansas Teacher Retirement System issues a publicly available
financial report that includes financial statements and required supplementary information for ATRS. That report may
be obtained by writing to Arkansas Teacher Retirement System, 1400 West Third Street, Little Rock, Arkansas 72201
or by calling 1-800-666-2877.
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NOTE 14: Employee Retirement Benefits (Continued)
Arkansas Teacher Retirement System (Continued)

Funding Policy: ATRS has contributory and non-contributory plans. Contributory members are required to contribute
six (6) percent of their salaries. Each participating employer is required by law to contribute at a rate established by
the Arkansas General Assembly. The current employer rate is 14 percent. The University contributions to ATRS for
the years ended June 30, 2007, 2006 and 2005 were $403,315, $337,022 and $294,702, respectively, equal to the
required contributions for each year.

Arkansas Public Employees Retirement System

Plan Description: The University contributes to the Arkansas Public Employees Retirement System (APERS), a cost
sharing and multiple-employer defined benefit pension plan. Employees may elect coverage under APERS as a
qualified retirement system. APERS provides retirement and disability benefits, annual cost-of-living adjustment and
death benefits to plan members and beneficiaries. Benefit and contribution provisions are established by State Law
and can be amended only by the Arkansas General Assembly. The Arkansas Public Employees Retirement System
issues a publicly available financial report that includes financial statements and required supplementary information
for APERS. That report may be obtained by writing to Arkansas Public Employees Retirement System, One Union
National Plaza, 124 W. Capitol, Little Rock, Arkansas 72201 or by calling 1-800-682-7377.

Funding Policy: APERS has contributory and non-contributory plans. Contributory members are required by law to
contribute five (5) percent of their salaries. Each participating employer is required to contribute at a rate established
by the Arkansas General Assembly. The current statutory employer rate is 12.54 percent of annual covered payroll.
The University contributions to APERS for the years ended June 30, 2007, 2006 and 2005 were $482,859, $454,424
and $407,405, respectively, equal to the required contributions for each year.

Alternate Retirement Plans: VALIC, Delta Life and Kemper

AVTI of Arkansas Tech University offers three (3) different Alternate Retirement Plans. The Alternate Retirement
Plans are defined as contribution plans. The plans are 403(b) programs as defined by IRS Code of 1986 as
amended, and are administered by the Arkansas State Board of Workforce Education and Career Opportunities and
the respective plan providers. The administrator provides insurance policies and annuity contracts and when they are
issued they become property of the participant. Act 480 of 1983 provides alternative retirement plans, as approved
by the Arkansas State Board of Workforce Education and Career Opportunities, for the staff members of the AVTI of
Arkansas Tech University.

Funding Policy: The participants’ contributions are tax-sheltered and amount to a minimum of six (6) percent of
compensation. AVTI of Arkansas Tech University’s contribution rate is 12 percent. Participants become vested after
one year. AVTI of Arkansas Tech University’s contributions to VALIC, Delta Life and Kemper for the year ended
June 30, 2007, were $88,584, $7,020 and $3,551, respectively. The participants’ contributions to VALIC, Delta Life
and Kemper for the year ended June 30, 2007 were $82,499, $4,929 and $2,063, respectively.

NOTE 15: Post Retirement Healthcare and Life Insurance Benefits

In 2004, GASB issued Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions, for the fiscal year 2007-08. This statement establishes standards for the
measurement, recognition and display of other postretirement benefits (“OPEB”), note disclosures and required
supplementary information in the financial reports. The requirements of this Statement are effective for periods
beginning after December 15, 2006, with earlier application encouraged. The University presently offers a defined
benefit plan that provides health care and life insurance benefits for a group of employees who were age 55 or older,
had at least twenty years of service and retired by July 1, 1998. At June 30, 2007, the number of retirees who were
eligible for these benefits totaled 85. All premiums for the benefits described above were paid monthly by the
University and totaled $227,285 for the year ended June 30, 2007.
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NOTE 16:

Risk Management

Due to the diverse risk exposure, the insurance maintained by the University contains a comprehensive variety of
coverage. These coverages are outlined as follows:

Iltems Insured

Coverage

Contributions

Administrator

Buildings

Contents
General
liability

Automobile
fleet

Life insurance
program

Health care
program

Workers'
compensation

Replacement value or
agreed amount ($25,000
deductible for each incident)

Replacement value
($25,000 deductible for each
incident.)

N/A

Comprehensive or liability

N/A

N/A

Reimbursement of medical
expenses & loss of salary due
to job-related injury or illness.
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N/A

N/A

N/A

N/A

50% Employee
50% University

No employee contribution
for individual coverage;
entire premium amount for
covered dependents.

The administrator is
reimbursed quarterly for

claims paid and

administrative expenses

State of Arkansas
Multi-Agency
Property Program

State of Arkansas
Multi-Agency
Property Program

Arkansas Claims
Commission

State of Arkansas
Automobile
Insurance Policy

USADble

Arkansas Blue Cross
Blue Shield

Arkansas Public
Employees Claims
Division
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NOTE 17:

Natural Classifications with Functional Classifications

The University's operating expenses by functional classification were as follows:

Functional Personal Scholarships &  Supplies &  Depreciation &

Classification Services Benefits Fellowships Services Amortization Total
Instruction $ 18,459,707 $ 4545192 $ 1870 $ 2,638,896 $ 25,645,665
Research 771,446 160,020 158,485 1,089,951
Public service 22,587 15 5,729 28,331
Academic support 2,773,536 766,219 1,227,899 4,767,654
Student services 2,335,245 692,377 909,825 3,937,447
Institutional support 4,798,183 1,361,692 2,232,852 8,392,727
Operation of plant 1,655,465 666,409 2,782,650 5,104,524
Scholarships 11,076,775 11,076,775
Other expenses 2,282,790 2,282,790
Depreciation $ 4,069,456 4,069,456
Auxiliary enterprises 2,142,489 526,577 818,082 7,538,240 11,025,388
Total expenses $ 32,958,658 $ 8,718501 $ 11,896,727 $ 19,777,366 $ 4,069,456 $ 77,420,708

NOTE 18: Contingent Liabilities

As of June 30, 2007, there was a wrongful death lawsuit filed, with a trial date set for Spring 2008. The likelihood of

an unfavorable outcome is remote and the potential loss estimate is unknown. Also, there was a personal injury suit
filed with the Arkansas State Claims Commission for $37,500 that has been suspended by the Commission.
NOTE 19: Disaggregation of Payables

The accounts payable and other liabilities of $2,328,751 consisted of $1,600,018 due to vendors, salaries and other
payroll related items and $728,733 of construction contract retainages held.
NOTE 20: Construction Bonds

On March 1, 2007, the University issued $2,720,000 in construction bonds with interest rates from 3.85 to 4.60% and
$1,180,000 in construction bonds with interest rates from 3.95 to 4.65%.
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EXHIBIT B

ARKANSAS TECH UNIVERSITY
UNAUDITED COMPARATIVE STATEMENT OF NET ASSETS
JUNE 30, 2008

ASSETS
Current Assets:
Cash and cash equivalents
Deposits with trustee
Short-term investments
Accounts receivable (less allowances of $180,525 and $100,420 for 2007)
Notes and deposits receivable (less allowances of $72,313 and $103,094 for 2007)
Other receivables
Inventories
Prepaid expenses
Other assets

Total Current Assets

Noncurrent Assets:

Restricted cash and cash equivalents

Deposits with trustee

Endowment investments (plus allowance to adjust to market $362,448 and
$408,725 for 2007.)

Restricted Investments

Investments with trustee

Restricted accounts receivable

Notes and deposits receivable (less allowances of $502,512
and $437,514 for 2007)

Prepaid expenses

Bond discount amoritization

Bond issue cost amortization

Capital assets (net of accumulated depreciation of $59,221,683
and $55,096,301 for 2007)

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities:
Accounts payable and accrued liabilities
Bonds, notes and leases payable
Compensated absences
Deferred revenue
Funds held in trust for others
Net OPEB Liability
Other liabilities

Total Current Liabilities

Noncurrent Liabilities:
Bonds, notes and leases payable
Compensated absences
Net OPEB Liability
Other liabilities

Total Noncurrent Liabilities

TOTAL LIABILITIES

June 30, June 30,
2008 2,007
8,654,566 8,291,479
5,804,258 1,023,856
15,642,869 18,719,845
1,872,207 1,439,347
236,177 251,223
40,804 63,424
621,112 571,325
167,802 251,254
33,039,795 30,611,753
248,288 365,331
4,966,810 1,653,463
2,508,720 2,327,877
344,939 782,422
782,422
494,239 904,952
1,640,331 1,065,962
3,329 3,329
77,230,921 73,477,261
88,219,999 80,580,597
121,259,794 111,192,350
1,904,112 1,600,018
1,899,103 1,905,895
1,636,534 1,341,955
1,182,835 949,677
566,549 361,850
444,956
(122,817)
7,511,272 6,159,395
45,200,961 42,295,064
414,122 305,168
255,725
728,733
45,870,808 43,328,965
53,382,080 49,488,360
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ARKANSAS TECH UNIVERSITY
UNAUDITED COMPARATIVE STATEMENT OF NET ASSETS
JUNE 30, 2008

June 30, June 30,

2008 2,007

NET ASSETS
Invested in capital assets, net of related debt 27,465,463 15,468,013

Restricted for:

Nonexpendable:

Scholarships and fellowships 155,929 155,929

Expendable:
Scholarships and fellowships 350,133 347,215
Loans 1,498,188 1,503,450
Capital projects 4,953,295 13,645,186
Debt service 3,047,924 2,642,767
Education and General Departments 2,263,802 2,253,773
Other 15,488,414 8,836,630
Unrestricted 12,079,740 16,851,027
TOTAL NET ASSETS 67,302,888 61,703,990
TOTAL LIABILITIES and NET ASSETS 120,684,968 111,192,350
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ARKANSAS TECH UNIVERSITY

UNAUDITED COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2008

Year Ended June 30

Year Ended June 30

2008 2007
OPERATING REVENUES
Student tuition and fees (net of scholarship allowances of $9,668,187. 21,354,968 $ 19,872,490
and $9,458,176 respectively)
Federal grants and contracts 1,562,303 9,202,151
State and local grants and contracts 4,579,221 4,693,977
Non-governmental grants and contracts 3,172,514 2,341,724
Sales and services of educational departments 857,074 532,003
Auxiliary enterprises:
Athletics (net of scholarship allowances of $558,265 and $460,985 respectively) 2,773,705 2,667,316
Residence life (net of scholarship allowances of $1,812,778 and $1,485,129 respectively) 3,852,908 3,022,764
Bookstore (net of scholarship allowances of $67,099 and $63,048 respectively) 3,005,893 2,563,179
Food service (net of scholarship allowances of $1,313,493 and $1,142,352 respectively) 2,738,169 2,480,768
Other auxiliary enterprises 170,073 163,641
Other operating revenues 737,421 678,335
TOTAL OPERATING REVENUES 44,804,249 $ 48,218,348
OPERATING EXPENSES
Personal services 34,996,887 32,958,658
Benefits 10,098,241 8,718,501
Scholarships and fellowships 12,619,571 11,896,727
Supplies and services 22,373,555 19,777,366
Bond discount and issue costs amortization
Depreciation 4,770,838 4,069,456
TOTAL OPERATING EXPENSES 84,859,093 77,420,708
OPERATING INCOME (LOSS) (40,054,844) (29,202,360)
NON-OPERATING REVENUES (EXPENSES)
State appropriations 34,078,946 31,386,240
State grants
Governmental grants 8,511,867
Gifts 1,000
Investment income (net of investment expense of $8072 and $6,467 respectively) 1,531,877 1,900,722
Unrealized gain (loss)on investments (46,278)
Interest on capital asset - related debt (1,947,525) (1,787,462)
Paying agents fees capital asset related debt (27,840) (24,095)
Gain or (loss) on disposal of capital assets (7,811) (1,950)
Unrealized gain on livestock valuation 32,006 30,904
Disposal of livestock for educational purposes (52,723) (70,000)
Revenue bond proceeds
Bond proceeds from act 1282 of 2005 542,884
Bond discount and issue costs (107,551) (86,241)
Other revenue 56,316
Other expense (40,073) (11,050)
NET NON-OPERATING REVENUES (EXPENSES) 42,524,095 31,338,068
INCOME BEFORE OTHER REVENUES, EXPENSES, GAINS OR LOSSES 2,469,251 2,135,708
Capital appropriations 562,733
Capital grants and gifts 2,648,639 2,194,064
Additions to endowments 985 148,634
Additions to permanent endowments
Adjustments to prior year revenues and expenses (48,491) (754,061)
Other (34,218) (40,074)
INCREASE (DECREASE) IN NET ASSETS 5,598,899 3,684,271
NET ASSETS - BEGINNING OF YEAR 61,703,990 58,019,719
NET ASSETS - END OF YEAR 67,302,888 $ 61,703,990
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