
KPMG LLP
1601 Market Street
Philadelphia, PA 19103-2499

Independent Auditors' Report

The Board of Trustees
University of Delaware:

We have audited the accompanying statement of financial position of the University of Delaware as of
June 30, 2004, and the related statements of activities, expenses by natural classification, and cash flows
for the year then ended. These financial statements are the responsibility of the University's management.
Our responsibility is to express an opinion on these financial statements based on our audit. The prior year
summarized comparative information has been derived from the University's 2003 financial statements
and, in our report dated October 3, 2003, we expressed an unqualified opinion on those financial
statements.

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

ill our opinion, the aforementioned financial statements present fairly, in all material respects, the financial
position of the University of Delaware at June 30,2004, and the changes in its net assets and its cash flows
for the year then ended, in confonnity with accounting principles generally accepted in the United States of
America.

LL-P

November 11, 2004

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



UNIVERSITY OF DELAWARE

Statement of Financial Position
June 30, 2004 with Comparative Amounts for 2003
(Thousands of Dollars)

2004 2003

72,202$       54,009      
42,386         5,656        
26,564         19,361      

898              907           
10,103         6,147        
14,780         14,097      

1,034,085    861,468    
13,833         13,383      
62,891         58,762      

666,312       640,109    

1,944,054    1,673,899   

41,156         26,553      
42,386         5,656        
5,096           4,562        

10,221         10,913      
158,870       117,002    

6,482           6,583        
9,761           9,531        

96,632         80,472      
13,744         13,245      

384,348       274,517      
1,559,706    1,399,382   

1,944,054$  1,673,899   

Temporarily Permanently
Detail of net assets Unrestricted Restricted Restricted 2004 2003

   Designated for program purposes 46,059$         8,986       -          55,045         47,485      
   Designated for plant and equipment 85,297          5,905       -          91,202         38,715      

Contributions receivable -             10,103     -          10,103         6,147        
Invested in property, plant and equipment 497,875        -         -          497,875       519,476    
Loan funds -             -         224           224              214           
Annuity and life income funds -             3,536       3,705        7,241           7,192        
Funds held in trust by others -             -         62,891      62,891         58,762      
Endowment funds 575,698        72,948     186,479    835,125       721,391    

Total net assets 1,204,929$     101,478     253,299      1,559,706    1,399,382   

Total liabilities and net assets

Operating:

See accompanying notes to financial statements.

Assets

Liabilities

Postretirement benefit obligation

Cash and cash equivalents

Annuity and life income funds
Endowment funds and other investments
Student loan receivables
Contributions receivable, net

Securities lending collateral

Funds held in trust by others

Prepaid expenses and inventories
Accounts and notes receivable

Accounts payable and accrued liabilities

Total assets

Securities lending collateral payable

Property, plant and equipment, net of depreciation

Annuity and life income funds payable
Notes and bonds payable
Obligations under capital leases
Deferred revenues and student deposits

Total liabilities
Total net assets

Advances from federal government for student loans

Compensated absences payable
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2003
  Instruction and Extension General

Departmental Sponsored and Public Academic Student  Institutional Student Auxiliary
Research Research Service Support Services Support Aid Enterprises Total Total

Operating expenses:

   Expenses:
      Salaries and wages $ 135,957           38,034      13,925     19,755   8,918       24,358         2,781   5,898           249,626   238,145      
      Employee fringe benefits 35,621             7,041        3,742       6,549     2,298       8,478           -     1,685           65,414     62,254        
      Employee postretirement benefits 9,773               1,814        903          1,224     348          1,441           -     322              15,825     11,733        
      Supplies and general 27,956             22,398      7,814       6,280     4,982       20,630         351      44,575         134,986   130,276      
      Travel 9,146               2,176        895          478        293          384              38        58                13,468     11,678        
      Operation and maintenance of plant 16,181             5,793        2,684       3,917     611          4,033           -     -            33,219     (a) 33,803        (b)
      Information processing 1,552               -          1              (15)         1,820       4,984           -     -            8,342       8,297          
      Interest expense 39                    604           -         -       146          4                  -     4,764           5,557       5,494          
      Scholarships, fellowships and awards -                 -          -         -       -         -             52,687 -            52,687     49,440        

4       Depreciation 10,479             5,784        1,185       7,420     307          4,285           -     5,731           35,191     33,496        
      Loss on disposals 327                  227           31            46          4              770              -     11                1,416       2,419          
      Amortization of bond discount 2                      26             -         -       24            -             -     56                108          105             

       Internal service credits (2,551)              21             (449)         (2,373)    (193)         (19,085)        -     (1,353)         (25,983)    (25,489)       
               Expense before scholarship
                  allowance 244,482           83,918      30,731     43,281   19,558     50,282         55,857 61,747         589,856   561,651      

   Reconciliation to statement of activities:
      Scholarship allowance (427)                 (101)          (20)           (187)       -         (2)                 (51,538) (4)                (52,279)    (48,837)       
               Total expenses $ 244,055           83,817      30,711     43,094   19,558     50,280         4,319   61,743         537,577   512,814      
      Reclassifications of funds 2,470       1,290          
 Total operating expenses $ 540,047   514,104      

Note:
     (a)  Includes salaries and wages of $18,145, fringe benefits of $7,648, employee postretirement
            benefits of $335 and depreciation expense for plant facilities of $414 during 2004.

     (b)  Includes salaries and wages of $17,562, fringe benefits of $6,751, employee postretirement
            benefits of $210 and depreciation expense for plant facilities of $405 during 2003.

See accompanying notes to financial statements. 

UNIVERSITY OF DELAWARE

2004

(Thousands of Dollars)
Year ended June 30, 2004 with Comparative Totals for 2003

Statement of Expenses by Natural Classification



UNIVERSITY OF DELAWARE

Statement of Cash Flows
Year ended June 30, 2004 with Comparative Amounts for 2003
(Thousands of Dollars)

2004 2003
Cash flows from program activities:
Change in net assets $ 160,324       28,490      
Adjustments to reconcile change in net assets to net
    cash provided by (used by) program activities:
       Depreciation 35,605         33,901      
       Loss on disposals 1,416           2,419        
       Amortization of discounts and premiums on notes and bonds payable 108             105           
          and under capital lease obligations
       Net realized and unrealized investment gains (134,232)      (9,075)       
       Gifts of land, building and equipment (871)             (1,290)       
       State capital appropriations (5,000)          (5,000)       
       Contributions for endowment (17,841)        (6,242)       
       Contributions for buildings, gross (4,802)          (8,908)       
       Contributions receivable (3,956)          263           
       Endowment income restricted for reinvestment (336)             (224)          
       Changes in assets and liabilities:  
          Accounts and notes receivable (7,203)          (339)          
          Prepaid expenses and inventories 9                 (102)          
          Accounts payable, accrued liabilities  
             and annuity and life income funds payable 14,502         (8,880)       
          Deferred revenues and student deposits 534             (35)            
          Compensated absences payable and 
             postretirement benefit obligation 16,390         10,634        

             Net cash provided by program activities  54,647         35,717      

Cash flows from investing activities:
       Proceeds from sales and maturities of investments  1,901,146    2,501,981 
       Purchases of investments (1,944,110)   (2,480,550)
       Acquisitions of property, plant and equipment (62,353)        (56,368)     
       Disbursements of loans to students (4,031)          (2,940)       
       Repayments of loans 3,348           3,085        

             Net cash used for investing activities  (106,000)      (34,792)     

Cash flows from financing activities:
       Repayments of principal of notes and bonds payable  (3,080)          (4,450)       
       Net proceeds from issuance of notes and bonds payable 44,864         -          
       Payments of principal of capital leases (716)             (996)          
       State capital appropriations 5,000           5,000        
       Endowment income restricted for reinvestment 336             224           
       Contributions for endowment 17,841         6,242        
       Contributions for buildings, gross 4,802           8,908        
       Advances from federal government for student loans 499             105           

             Net cash provided by financing activities  69,546         15,033      

Net increase (decrease) in cash and cash equivalents  18,193         15,958      

Cash and cash equivalents, beginning of year  54,009         38,051      

Cash and cash equivalents, end of year $ 72,202         54,009      

Supplemental data: Interest paid $ 5,687           5,566        
                                   Noncash capital leases for fixed assets -             78             

See accompanying notes to financial statements.
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