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To the Regents of the University of Michigan:

We have audited the accompanying consolidated financial statements of the University of Michigan and its subsidiaries (the “University”), 
which comprise the consolidated statement of net position as of June 30, 2019 and 2018, and the related consolidated statements of  
revenues, expenses and changes in net position and of cash flows for the years then ended. 

MANAGEMENT’S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL 
STATEMENTS
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with account-
ing principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error.

AUDITORS’ RESPONSIBILITY
Our responsibility is to express an opinion on the consolidated financial statements based on our audits. We conducted our audits 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial state-
ments. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the con-
solidated financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control relevant 
to the University’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the University’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.
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REPORT OF INDEPENDENT AUDITORS

The management of the University of Michigan (the “University”) is responsible for the preparation, integrity and fair presentation of the 
consolidated financial statements. The consolidated financial statements, presented on pages 46 to 86, have been prepared in conformity with 
accounting principles generally accepted in the United States of America and, as such, include amounts based on judgments and estimates 
made by management. 

The consolidated financial statements have been audited by the independent accounting firm PricewaterhouseCoopers LLP, which was given 
unrestricted access to all financial records and related data, including minutes of all meetings of the Board of Regents. The University believes 
that all representations made to the independent auditors during their audit were valid and appropriate. PricewaterhouseCoopers’ audit 
opinion is presented on pages 25-26.

The University maintains a system of internal controls over financial reporting designed to provide reasonable assurance to the University’s 
management and Board of Regents regarding the preparation of reliable financial statements. These controls are maintained by the 
establishment and communication of accounting and financial policies and procedures, by the selection and training of qualified personnel  
and by an internal audit program designed to identify internal control weaknesses, in order to permit management to take appropriate  
corrective action on a timely basis. There are, however, inherent limitations in the effectiveness of any system of internal controls, including the 
possibility of human error and the circumvention of controls.

The Board of Regents, through its Finance, Audit and Investment Committee, is responsible for engaging the independent auditors and meeting 
regularly with management, internal auditors and the independent auditors to ensure that each is carrying out their responsibilities, and to 
discuss auditing, internal control and financial reporting matters. Both the internal auditors and independent auditors have full and free  
access to the Finance, Audit and Investment Committee.

Based on the above, I certify that the information contained in the accompanying consolidated financial statements fairly presents, in all 
material respects, the financial position, changes in financial position and cash flows of the University. 

Kevin P. Hegarty
Executive Vice President and Chief Financial Officer

October 17, 2019 
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MANAGEMENT’S DISCUSSION  
AND ANALYSIS 
(UNAUDITED)

INTRODUCTION

The following discussion and analysis provides an overview of the financial position of the University of Michigan (the “University”) at June 30, 2019 
and 2018 and its activities for the three fiscal years ended June 30, 2019. This discussion has been prepared by management and should be read in 
conjunction with the financial statements and the notes thereto, which follow this section. 

The University is a comprehensive public institution of higher learning with over 63,700 students and approximately 8,500 faculty members on three 
campuses in southeast Michigan. The University offers a diverse range of degree programs from baccalaureate to post-doctoral levels through 19 
schools and colleges, and contributes to the state and nation through related research and public service programs. The University also has a nation-
ally renowned health system which includes the University of Michigan Health System (“UMHS”), the University’s Medical School, Michigan Health 
Corporation (a wholly-owned corporation created for joint venture and managed care initiatives) and UM Health (a wholly-owned corporation created 
to hold and develop the University’s statewide network of hospitals, hospital joint ventures and other hospital affiliations, currently consisting of 
Metropolitan Health Corporation). The University’s health system currently includes four hospitals as well as numerous health centers and outpatient 
clinics. 

The University consistently ranks among the nation’s top universities by various measures of quality, both in general academic terms and in terms of 
strength of offerings, in specific academic disciplines and professional subjects. Research is central to the University’s mission and a key aspect of its 
strong reputation among educational institutions. The University is widely recognized for the breadth and excellence of its research enterprise as well 
as for the exceptional level of cooperation across disciplines, which allows faculty and students to address the full complexity of real-world challenges. 
The University’s health system also has a tradition of excellence in teaching, advancement of medical science and patient care, consistently ranking 
among the best health care systems in the nation. 

FINANCIAL HIGHLIGHTS

The University’s financial position remains strong, with total assets and deferred outflows of $22.9 billion and total liabilities and deferred inflows of 
$8.1 billion at June 30, 2019, compared to total assets and deferred outflows of $22.1 billion and total liabilities and deferred inflows of $7.8 billion 
at June 30, 2018. Net position, which represents the residual interest in the University’s total assets and deferred outflows after total liabilities and 
deferred inflows are deducted, totaled $14.8 billion and $14.3 billion at June 30, 2019 and 2018, respectively. Changes in net position represent the 
University’s results of operations and are summarized for the years ended June 30 as follows: 

OPINION
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the 
University of Michigan and its subsidiaries as of June 30, 2019 and 2018, and the changes in their financial position and their cash flows 
for the years then ended in accordance with accounting principles generally accepted in the United States of America.

OTHER MATTER
The accompanying management’s discussion and analysis on pages 27 through 45 and the supplementary information for pension 
and postemployment benefits on pages 84 through 86 are required by accounting principles generally accepted in the United States 
of America to supplement the basic consolidated financial statements. Such information, although not a part of the basic consolidated 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic consolidated financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing standards generally accepted 
in the United States of America, which consisted of inquiries of management about the methods of preparing the information and com-
paring the information for consistency with management’s responses to our inquiries, the basic consolidated financial statements, and 
other knowledge we obtained during our audits of the basic consolidated financial statements. We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance.

October 17, 2019
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(in millions)                                                                                                                  2019                           2018                          2017
Operating revenues and educational appropriations $ 8,411 $ 7,879 $ 7,480
Private gifts for operating activities  178  197  159
Operating and net interest expenses  (9,099)  (8,625)  (7,976)
        (510)  (549)  (337)  
Net investment income   810  1,261  1,401 
Endowment, capital gifts and grants, and other           223  208  198
Increase in net position $ 523 $ 920 $ 1,262




