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555 Cahfornia Street Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 8644

Price Waterhouse L.L.p fd’

REPORT OF INDEPENDENT ACCOUNTANTS

April 2, 1993

To the Board of Directors of
The Tech Museum of innovation

In our opinion, the accompanying balance sheets and the related statements of support
and revenue, expenses and changes in fund balances and of cash flows present fairly, in
all material respects, the financial position of the Tech Museum of Innovation at December
31, 1992 and 1991, and the results of its operations and its cash flows for the years then
ended in conformity with generally accepted accounting principles. These financial
statements are the responsibility of the Museum's management; our responsibility is to
express an opinion on these financial statements based on our audits. We conducted our
audits of these statements in accordance with generally accepted auditing standards
which reguire 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, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for the opinion expressed above,
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Cash flows from operating activities:
Deficiency of support and revenue over expenses
Adjustments to reconcile deficiency of support and
revenue over expenses to net cash used in
operating activities:
Depreciation and amortization
Donated equipment
Changes in assets ang liabilities:
Grants receivable, prepaids and other
Inventory
Accounts payable and accrued expenses
Deferred restricted contributions
Net cash used in operating activities

Cash flows used in investing activities for additions to
property and equipment

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Year ended December 31,

1992

1991

$(1.649,000)

$(1,825,000)

1,859,000 1,813,000
(148,000) (54,000)
(40,000) 85,000
20,000 (14,000)
(6.000) (385,000)
(1450000 __194.000
(109,000) (186,000}
(13.000) (223.000)
(122,000) {409,000)
388.000 797,000
£..286000  $§_388.000

The accompanying notes are an integral part

of these financial statements.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1 - THE MUSEUM AND ITS SIGNIFICANT ACCOUNTING POLICIES:

The Tech Museum of Innovation (the Tech) was incorporated on January 11, 1983 as a nonprofit
public benefit corporation. The specific purpose of the Tech is to administer the financing,
construction and operation of a high technology science museum.

The Tech has entered into an agreement with the City of San Jose for the lease of certain
building space for a nominal fee. The building space will house the Tech's temporary science
museum until the permanent facility is completed (see Note 3). The Tech commenced
operations in the fall of 1990.

Fund accounting

The accounts of the Tech are maintained in accordance with the principles of “fund accounting
to ensure observance of limitations and restrictions placed on the use of certain resources
available to the Tech. This is the procedure by which resources for various purposes are
classified for accounting and reporting purposes into funds that are in accordance with specified
activities or objectives.

The assets, liabilities and fund balances of the Tech are reported in three self-balancing fund
groups as follows:

QOperating Fund

In 1990, the Tech created the Operating Fund (formerly the Tech Fund) to account for the
specific operations of the Tech which commenced in the fall of 1990. The Operating Fund
consists primarily of expenses incurred in the operation of the Tech as well as revenues
earned in admissions, fees and store sales.

Funds received and expended relating to the operations of the retail store within the Tech are
recorded in the Store Fund. The Store Fund balance was $(35,000) and $129,000 at
December 31, 1992 and 1991, respectively. This Store Fund has been grouped with the
Operating Fund for financial statement presentation.

Permanent Facility Funds

The Permanent Facility Funds (formerly the Operating Funds), which include unrestricted and
restricted resources, represent the portion of expendable funds that are available for support
of the Tech's development of a permanent building facility and exhibits. Permanent Facility
Funds restricted by the donor or the outside party for particular purposes are deemed to be
earned and reported as revenues of the Permanent Facility Funds when the Tech has incurred
expenditures in compliance with the specific restrictions. Such amounts received but not yet
earned are reported as deferred restricted contributions.



Restricted funds contributed by the San Jose Redevelopment Agency (SJRDA) are recorded
in the SJRDA Fund, which has been grouped with the Restricted Permanent Facility Fund for
financial statement presentation. Funds raised through a joint fund-raising campaign between
the San Jose Citizen's Committee (SJCC) and the Tech will be transferred to the SURDA Fund
at the conclusion of the campaign. During the year ended December 31, 1992, restricted
contributions by the SJRDA aggregating $549,000 were recorded as support and revenue by
the Permanent Facility Restricted Fund. The SJRDA Fund balance was $(300) and $(5,000) at
December 31, 1992 and 1991, respectively.

Capital Fund

Donations of property and equipment for use in the Tech’s public programs are recorded in
the Capital Equipment Fund. Additionally, funds expended for property and equipment used
by the Tech in administering its operations are recorded in the Capital Equipment Fund. The
Capital Equipment Fund balance was $4,822,000 and $31,000 at December 31, 1992 and
1991, respectively.

Funds received from SJCC are accounted for in the SJCC Fund. In January 1988, the Tech
finalized an agreement with SJCC regarding a joint fund-raising campaign, which has been in
progress since 1984, the goal of which is to obtain donations of monies to be applied to the
development of the permanent facility. At the conclusion of the campaign, all contributions
credited, net of expenses, if any, to the SJCC Fund will be transferred to the SJRDA under a
separate agreement. The Tech and SJRDA have agreed that the SJRDA will construct the
permanent facility, which will be leased by the Tech from SJRDA for a nominal fee (see

Note 3). The SJCC Fund has been grouped with the Capital Equipment Fund for financial
statement presentation.

Cash equivalents

The Tech considers all amounts deposited in interest bearing checking accounts to be cash
equivalents.

Inventary

Inventory consists principally of technology related items sold in the Tech Store and is stated at
the lower of cost or market, cost being determined on the first-in, first-out (FIFO) method.

Property and equipment

Property and equipment are stated at cost for assets acquired and at estimated fair value for
assets contributed. Depreciation is computed by the straight-line method over the estimated
useful lives of the assets. Leasehold improvements are amortized by the straight-line method
over the shorier of the estimated useful lives of the assets or the term of the related lease.

Construction-in-progress

Construction-in-process is stated at cost and represents exhibit projects currently under
construction.



Donated property, services and rent

The Tech includes the estimated fair value of certain donated services, equipment and facility
space as both revenue and expense in the periods that the benefit of such services, equipment
and facility space are realized.

Equipment donated with specific provisions for its use is recognized as support and revenue
over the shorter of the restriction period or the estimated useful life of the equipment,

NOTE 2 - RELATED PARTY TRANSACTIONS:

For the years ended December 31, 1992 and 1991, the Tech received cash contributions and
equipment donations amounting to $1,423,000 and $1,246,000, respectively, from members of
the Board of Directors of the Tech or companies with which the Directors are affiliated.

NOTE 3 - PERMANENT FACILITY:

In December 1984, the Tech reached an agreement in principle with the City of San Jose to
locate the permanent facility on a site donated by the City.

In January 1988, the Tech finalized an agreement (the Agreement) with the SJRDA regarding the
construction of the permanent facility. In accordance with the Agreement, the SJRDA will own
the permanent facility and lease it to the Tech for a nominal fee. The Tech and the SJCC set a
goal of $10,000,000 from their own fund raising efforts to be contributed to the cost of the
permanent facility. Currently, all proceeds received as a result of this fund raising effort are
being accumulated in the SJCC Fund, which is reported as part of the Capital Fund for financial
statement presentation. At the time of ground breaking, the Tech will remit the entire balance in
the SJCC Fund to the SJRDA for the construction of the permanent facility (see Note 4).

The Agreement also states that the SJRDA will advance funds to the Tech for site preparation
and building design expenses related to the construction of the permanent facility. The funds
advanced are accumulated in the Restricted Permanent Facility Fund. When expended, equal
amounts of revenue and expense are recognized in the Restricted Permanent Facility Fund. The
SJRDA has advanced $1,095,000 to the Tech for this purpose of which $59,000 remains
available in the Restricted Permanent Facility Fund at December 31, 1992,

NOTE 4- INTERFUND BORROWINGS AND TRANSFERS:

The Tech's agreement with the SICC provides that funds credited to the SJCC Fund may be
borrowed by the Unrestricted Permanent Facility Fund for the payment of certain expenses
incurred by the Tech. All funds borrowed, which are interest free, must be repaid to the SJICC
Fund prior to commencing construction of the permanent facility. At December 31, 1992,
$1,023,000 was borrowed under this agreement.

At December 31, 1992, the Unrestricted Permanent Facility Fund has loaned the Operating Fund
$614,000 for use in funding the Tech's operations. In addition, at December 31, 1992 the



Restricted Permanent Facility Fund has loaned $296,000 to the Unrestricted Permanent Facility
Fund.

Interfund transfers for the year ended December 31, 1992 consist of transfers from the Operating
Fund, Unrestricted Permanent Facility Fund, and the Restricted Permanent Facility Fund of
$6.,412,000, $9,000, and $9,000, respectively, to the Capital Equipment Fund. Such amounts
represent the cost of property and equipment, tess accumulated depreciation and amortization,
currently being used in Tech operations.

NOTE 5 - INCOME TAXES:

The Tech is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code and comparable California statutes.

NOTE 6 - INTEREST IN REAL PROPERTY:

During 1990, the Tech received a restricted donation in the form of a 50% interest in certain real
property. The Tech recorded $107,000 for this donation, representing the amount of net
proceeds expected from the sale of this property, and included it in other current assets in the
restricted fund. In June 1991, the property was sold and the Tech's interest in the property was
exchanged for cash of $92,000. A restricted contribution in an amount equal to the loss on sale
was recorded concurrent with this transaction.



555 Calitornia Strest Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 8644

Price Waterhouse L.L.p “

Report on Schedule of Federal Awards

April 2, 1993

To the Board of Directors of
The Tech Museum of innovation

We have audited the financial statements of The Tech Museumn of Innovation
(the "Tech") as of and for the year ended December 31, 1892, and have issued
our report thereon dated April 2, 1993. These financial statements are the
responsibility of the Tech's management. Our responsibility is to express an
opinion on these basic financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards and 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. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the basic
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.

Our audit was made for the purpose of forming an opinion on the basic financial
statements of the Tech taken as a whole. The accompanying Schedule of
Federal Awards is presented for purposes of additional analysis and is not a
required part of the basic financial statements. The information in that Schedule
has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly presented in all material
respects in relation to the basic financial statements taken as a whole.

Qi Mrke@asae LLP

10



cveoors

e

L298LL

(AN A

sanppuadxy
Papun4
Aesapa-

cb8 0913

—— e

LL98LIE

AN AR

anuaaay

plemy
[2I8pa

vO8'E8IS

ySOv8E

052'66€$

unowy

piemy
weiboiy

L

0vESSI16-3dL

£28E£506-3d1

Tequingy
sJojuelr)

904y

904y

OGN

va40
lesapa

plemy [B10)

JBojouyoa |
Inoge pue yum Suiyoea |
- uoneoanp3 aosusidg Buipua)xg,

,80UB108 10} spiepuelg Buuidsyy
- s101eonp3 pue spadx3 Ansnpul,

(wesbiosd
10few auo) uonepunny asugpg [euoney

anl weifoid
10)UEIY) [B19Pp8

2661 ‘LE J13qwasag papu3 sea, o) Joj
Spiemy |eiapa4 Jo ajnpayas
uorjeAouu) jo wnasny yosajl ayl



555 Catifornia Street Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 8644

Price Waterhouse L.1.p ”

Report on Compliance with Laws, Regulations, Contracts, and Grants Based on an Audit of
Financial Statements Performed in Accordance with iti

April 2, 1993

To the Board of Directors of
The Tech Museum of Innovation

We have audited the financial statements of The Tech Museum of Innovation
(the "Tech") as of and for the year ended December 31 , 1992, and have issued
our report thereon dated April 2, 1993.

We conducted our audit in accordance with generally accepted auditing
standards and 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.

Compliance with laws, regulations, contracts, and grants applicable to the Tech
is the responsibility of the Tech's management. As part of obtaining reasonable
assurance about whether the financial statements are free of material
misstatement, we performed tests of the Tech's compliance with certain
provisions of laws, regulations, contracts, and grants. However, the objective of
our audit of the financial statements was not to provide an opinion on overall
compliance with such provisions. Accordingly, we do not express such an
opinion. For purposes of this report, we have categorized the provisions of
laws, regulations, contracts, and grants we tested as part of obtaining such
reasonable assurance into the following categories:

Personnel engagement, maintenance, and separation

Budget preparation and execution

Deposits and Investments restrictions

Capital Projects and Fixed Assets authorizations and restrictions
Taxing authority and limitations

Procurement policies and procedures

Grant and contract terms and conditions

Enabling Legislation autharizations and restrictions

12



To the Board of Directors of
The Tech Museum of Innovation
Aprif 2, 1993

Page Two

The results of our tests indicate that, with respect to the items tested, the Tech
complied, in all material respects, with the provisions of laws, regulations,
contracts, and grants related to transactions and activity categories referred to
in the preceding paragraph. With respect to items not tested, nothing came to
our attention that caused us to believe that the Tech had not complied, in all
material respects, with those provisions.

This report is intended for the information of the Board of Directors,
management, and the National Science Foundation. However, this report is a
matter of public record and its distribution is not limited.

e Wk, L\?
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555 California Street Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 8644

Price Waterhouse L.L.p ”

Report on Compliance with Specific Requirements Applicable to Major Programs

July 29, 1994

To the Board of Directors of
The Tech Museum of Innovation

We have audited the financial statements of The Tech Museum of Innovation
(the "Tech") as of and for the year ended December 31, 1992, and have issued
our report thereon dated April 2, 1993.

We have also audited the Tech's compliance with the requirements governing
types of services allowed or not allowed; eligibility: matching, level of effort, or
earmarking; reporting; special tests and provisions: financial repons and claims
for advances and reimbursements; and amounts claimed or used for matching
that are applicable to its major federal program, which is identified in the
accompanying Schedule of Federal Awards for the year ended December 31,
1892. The management of the Tech is responsible for the Tech's compliance
with those requirements. Our responsibility is to express an opinion on
compliance with those requirements based on our audit.

We conducted our audit of compliance with those requirements in accordance
with generally accepted auditing standards; Government Auditing Standards,
issued by the Comptroller General of the United States; and Office of
Management and Budget (OMB) Circular A-133, Audits of Institutions of Higher
Education and Other Nonprofit Institutions. Those standards and OMB Circular
A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred
to above occurred. An audit includes examining, on a test basis, evidence
about the Tech's compliance with those requirements. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the Tech complied, in all material respects, with the requirements
governing types of services allowed or not allowed: eligibility; matching, levet of
effort, or earmarking; reporting; special tests and provisions; financial reports
and claims for advances and reimbursements; and amounts claimed or used for
matching that are applicable to its major federal program for the year ended
December 31, 1992.

14



To the Board of Directors of q_»
The Tech Museum of Innovation

July 29, 1994

Page Two

This report is intended for the information of the Board of Directors,
management, and the National Science Foundation. However, this report is a
matter of public record and its distribution is not limited.

Rw \W A:‘ug-n)u,L\-.?
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555 California Street Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 8644

Price Waterhouse L.L.P ”

Report on Compliance with General Requirements

July 29, 1994

To the Board of Directors of
The Tech Museurn of Innovation

We have audited the financial statements of The Tech Museum of Innovation
{the "Tech") as of and for the year ended December 31, 1992, and have issued
our report thereon dated April 2, 1993.

We have applied procedures to test the Tech's compliance with the following

requirements applicable to its major federal program, which is identified in the
accompanying Schedule of Federal Awards for the year ended December 31,
1992:

General Requirements

Political Activity

Civil Rights

Cash Management

Federal Financial Reports
Allowable Costs/Cost Principles
Drug-Free Workplace
Administrative Requirements

Our procedures were limited to the applicable procedures described in the
Office of Management and Budget's Compliance Supplement for Audits of
Institutions of Higher Learning and Other Non-Profit Institutions. Our procedures
were substantially less in scope than an audit, the objective of which is the
expression of an opinion on the Tech's compliance with the requirements listed
in the preceding paragraph. Accordingly, we do not express such an opinion.

With respect to the items tested, the results of our procedures disclosed no
material instances of noncompliance with the requirements listed in the second
paragraph of this report. With respect to items not tested, nothing came to our
attention that caused us to believe that the Tech has not complied, in all
material respects, with those requirements.

16



To the Board of Directors of

The Tech Museum of Innovation
July 29, 1994

Page Two

This report is intended for the information of the Board of Directors,
management, and the National Science Foundation. However, this report is a
matter of public record and its distribution is not limited.

Q'\w NA\CA@)& Wy
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555 California Street Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 8644

Price Waterhouse L.L.P '[»

Report on the Internal Control Structure Based on an Audit of Financial Statements
Performed in Accordance with

Government Auditing Standards

April 2, 1993

To the Board of Directors of
The Tech Museum of Innovation

We have audited the financial statements of The Tech Museum of Innovation
{the “Tech”) as of and for the year ended December 31, 1992, and have issued
our report thereon dated April 2, 1993.

We conducted our audit in accordance with generally accepted auditing
standards and 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.

In planning and performing our audit of the financial statements of the Tech for
the year ended December 31, 1992, we considered its internal contro! structure
in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal
control structure.

The management of the Tech is responsible for establishing and maintaining an
internal control structure. In fulfilling this responsibility, estimates and
judgements by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures. The
objectives of an internal control structure are to provide management with
reasonable, but not absolute, assurance that assets are safeguarded against
loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit
the preparation of financial statements in accordance with generally accepted
accounting principles. Because of inherent limitations in any internal control
structure, errors or irregularities may nevertheless occur and not be detected.
Also, projection of any evaluation of the structure to future periods is subject to
the risk that procedures may become inadequate because of changes in
conditions or that the effectiveness of the design and operation of policies and
procedures may deteriorate.

18



To the Board of Directors of

The Tech Museum of innovation
April 2, 1993

Page Two

For the purpose of this report, we have classified the significant internal control
structure policies and procedures in the following categories:

Financial Statements Captions

Cash and Investments
Admissions System Revenues
Merchandising Revenues

Other Receivables/Revenues
Inventory

Payables and Accrued Liabilities
Property and Equipment
Employee Costs

General Compliance Requirements

Political Activity

Civil Rights

Cash Management

Federal Financia! Reports
Allowable Costs/Cost Principles
Drug-Free Workplace
Administrative Requirements

Specific Compliance Requirements

Types of services allowed or not allowed

Eligibility

Matching, level of effort, or earmarking

Reporting

Special tests and provisions

Financial reports and claims for advances and reimbursements
Amounts claimed or used for maltching

For all of the internal control categories listed above, we obtained an
understanding of the design of relevant policies and procedures and whether
they have been placed in operation, and we assessed control risk.

QOur consideration of the internal control structure would not necessarily disclose
all matters in the internal control structure that might be material weaknesses
under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or
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operation of one or more of the internat control structure elements does not
reduce to a relatively low level the risk that errors or irregularities in amounts that
would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving
the internal control structure and its operation that we consider material
weaknesses as defined above.

However, we noted certain matters involving the internal control structure and its
operation that we have communicated to the management of the Tech in a
separate letter.

This report is intended for the information of the Board of Directors,

management and the National Science Foundation. However, this report is a
maitter of public record and its distribution is not limited.

B&w \)VQ lkuQ-auu., L?
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595 Calitornia Street Telephone 415 393 8500
San Francisco, CA 94104 FAX Number 415 393 5644

Price Waterhouse L.L.P 'f»

Report on the Internal Control Structure Used in Administering Federal
Awards

July 29, 1994

To the Board of Directors of
The Tech Museum of Innovation

We have audited the financial statements of The Tech Museum of Innovation
(the "Tech"} as of and for the year ended December 31, 1992, and have issued
our report thereon dated April 2, 1993. We have also audited the Tech's
compliance with requirements applicable to major federal programs, and have
issued our report thereon dated July 29, 1994,

We conducted our audit in accordance with generally accepted auditing
standards; Government Auditing Standards, issued by the Comptroller General
of the United States; and Office of Management and Budget (OMB) Circular A-
133, Audits of Institutions of Higher Education and Other Nonprofit
QOrganizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement and about whether the
Tech complied with laws and regulations, noncompliance with which would be
material to a major federal program.

In planning and performing our audit for the year ended December 31, 1992, we
considered the Tech's internal control structure in order to determine our
auditing procedures for the purpose of expressing our opinion on the Tech's
financial statements and on its compliance with requirements applicable to
maijor programs and to report on the internal control structure in accordance
with OMB Circular A-133. This report addresses our consideration of internal
control structure policies and procedures relevant to compliance with
requirements applicable to federal programs. We have addressed policies and
procedures relevant to our audit of the financial statements in a separate report
dated April 2, 1993.

The management of the Tech is responsible for establishing and maintaining an
internal control structure. In fulfilling this responsibility, estimates and judgments
by management are required to assess the expected benefits and related costs
of internal control structure policies and procedures. The objectives of an
internal control structure are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss from unauthorized
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use or disposition, that transactions are executed in accordance with
management's authorization and recorded propetly to permit the preparation of
financial statements in accordance with generally accepted accounting
principles, and that federal award programs are managed in compliance with
applicable laws and regulations. Because of inherent limitations in any internal
control structure, errors, irregularities, or instances of noncompliance may
nevertheless occur and not be detected. Also, projection of any evaluation of
the structure to future periods is subject to the risk that procedures may
become inadequate because of changes in conditions or that the effectiveness
of the design and operation of policies and procedures may deteriorate.

For the purpose of this report, we have classified the significant internal control
structure policies and procedures used in administering federal programs in the
following categories:

Financial Statement Captions

Cash and Investments
Admissions System Revenues
Merchandising Revenues

Other Receivables/Revenues
Inventory

Payables and Accrued Liabilities
Property and Equipment
Employee Costs

General Compliance Requirements

Political Activity

Civil Rights

Cash Management

Federal Financial Reports
Allowable Costs/Cost Principles
Drug-Free Workplace
Administrative Requirements

Specific Compliance Requirements
» Types of services allowed or not allowed
» Eligibility
» Matching, level of effort, or earmarking
* Reporting
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» Special tests and provisions
» Financial reports and claims for advances and reimbursements
»  Amounts claimed or used for matching

For all of the internal control structure categories listed above, we obtained an
understanding of the design of relevant policies and procedures and determined
whether they have been placed in operation, and we assessed control risk.

During the year ended December 31, 1992, the Tech expended 100 percent of
its total federal award under its major program.

We performed tests of controls, as required by OMB Circular A-133, to evaluate
the effectiveness of the design and operation of internal control structure
policies and procedures that we considered relevant to preventing or detecting
material noncompliance with specific requirements; general requirements; and
requirements governing claims for advances and reimbursements and amounts
claimed or used for matching that are applicable to the organization's major
program, which is identified in the accompanying Schedule of Federal Awards.
Our procedures were less in scope than would be necessary to render an
opinion on these internal control structure policies and procedures.

Accordingly, we do not express such an opinion.

Our consideration of the internal control structure policies and procedures used
in administering federal awards would not necessarily disclose all matters in the
internal control structure that might constitute material weaknesses under
standards established by the American Institute of Certified Public Accountants.
A material weakness is a condition in which the design or operation of one or
more of the internal control structure elements does not reduce to a relatively
low level the risk that noncompliance with laws and regulations that would be
material to a federal awards program may occur and not be detected within a
timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control structure and its
operations that we consider to be material weaknesses as defined above.

However, we noted certain matters involving the internal control structure and its
operation that we have reported to the management of the Tech in a separate
letter dated April 8, 1994.

This report is intended for the information of the Board of Directors,

management, and the National Science Foundation. However, this report is a
matter of public record and its distribution is not limited.

Rie MikeSaee L1
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