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~ 0 (:E r,m;JF b PUBHC ACCOUN]ANTS 

IND EPEN D EN T A U D ITO R S' R EPO R T 

To tl~e Board of D irectors 
U niversity of N ew O rleans R esearch 

and Technology Foundation 
N ew Orleans, Louisiana 

W e have audited the accom panying statem ent o ffinancial position of the U niversity of N ew  

Orleans Research and Technology Foundation (a non-profit organization) as of 
l)ecem ber 31, 1997, and the related statem ents of activities and cash flow s for the period 
M arch 3, 1997 through D ecem ber 31, 1997. These financial statem ents are the 
responsibilily of the m anagem ent of the University of N ew  O rleans R esearch and 
Technology Foundation. O ur responsibility is to express an opinion on these financial 
statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards and 
G overnm ent A uditing Standards issued by the Com ptroller G eneral of the U nited States. 
Those standards require that w e plan and perform the audit to obtain reasonable assurance 
about whether the financial statem ents are free of m aterial m isstatem ent. A n audit includes 
exam ining, on a lest basis, evidence supporting the am ounts and disclosures in the financial 
slatem ents. A n audit also includes assessing the accounting principles used and significant 
estim ales m ade by m anagem ent, as well as evaluating the overall financial statem ent 
presenlalion. W e believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial 

respects, the financial position of the University of New Orleans Research and 
Technology Foundation as of Decem ber 31, 1997, and the changes in its net assets, and its 
cash flow s for ll~e period M arch 3, 1997 through D ecem ber 31, 1997 in conformity w ith 
generally accepted aeeounting principles. 

650 S. PIERCE ST./SUITE 203, NEW  O RLEANS
, I.A 70119 (504) 482-8733 FAX (504) 486-8296 



IN D E PEN D EN T A U D ITO R S' R EPO R T 

(CONTINUED) 

To the Board of D irectors 
University of N ew O rleans R esearch and 

Technology Foundation, Inc. 
N ew O rleans, Louisiana 
Page 2 

Our audit was conducled for the purpose of forming an opinion on the basic financial 
stalements taken as a whole. The supplementary information included in the report (shown 
on page 19) is presented for the purpose of additional analysis and is not a required part of 
lt~e financial slatem ents of the University of N ew Orleans Research and Technology 

Foundation, Such information has been subjected Io the auditing procedures applied in lhe 
audit of the financial slatem ents and, in our opinion, is fairly stated in all m aterial respects 
in relation to the financial statem ents taken as a whole. 

In accordance w ith G overn m ent Auditing Standards, w e have also issued a report daled 
August 7, 1998 on our consideration of The University of N ew O rleans R esearch and 
T echnology Foundation's internal control over financial reporting and our tests of its 
com pliance w flh cellain provisions of law s, regulations, contracts and grants. 

BR U N O &  TER V A LO N 
C ER TIFIED PU BLIC A C C O U N TA N TS 

A ugust 7, 1998 

B I~IiIO CERJIFIED PUB[IC ACCOUNTANTS 

&  Tervalon 



Cash 

U NIVER SITY O F NEW  O R LEA N S 
RESEA R CH A ND TECH NO LO G Y FO UN DA TIO N 

STA TEM EN T OF FINAN CIAL PO SITION  
DECEM BER 31, 1997 

A SSETS 

Account receivable-Cooperative Endeavor (NOTE 3) 
Data processing equipm ent acquired under capital leases, 

net of accumulated depreciation of $858,254 (NOTES 2, 7 and 8) 
O ffi ce furn iture and equipm ent, net of accum ulated 

depreciation of $59,916 (N OTES 2 and 7) 
Construction in progress (N OTES 7 and 12) 
D eferred charges, net of accum ulated 

amortization of $414,465 (NOTE 2) 

Total assets 

Liabilities 

LIABILITIES A N D N ET A SSETS 

A ccounts payable and acm~ed expenses 

Interest payable 

Capital leases payable(NOTE 8) 
Notes payable (NOTE 9) 
Retainage payable 

Total liabilities 

Commitments (NOTE 12) 

Net A~ets (NOTE 2) 
Unrestricted 
Unrestricted - fixed assets and deferred charges 

Total net assets 

Total liabilities and net assets 

The accompanying notes are an integral part of these 
financial statem ents. 

$ 139,124 
6,000,000 

6,426,822 

344,993 
8,228,549 

. 4 6,~13fl 99 

$ ~5,753fl 87 

$ 2,812,649 
377,158 

5,433,541 
8,560,235 

_  392,424 

JJ ,576~007 

6,139,124 

_ _8,177,380 

5; 25 7,253_53.387 



 

UN IVERSITY O F NEW  O RLEAN S 
R ESEA R CH  AN D TEC H N O LO G Y FO U N D A TIO N 

STA TEM ENT OF A CTIVITIES 
For the period M arch 3, 1997 through December 31, 1997 

Operating Revenues 
Cooperative Endeavor A greem ent- 

State of Louisiana (NOTE 3) 
Interest incom e 

In-kind donation (NOTE 5) 

O oeratin~ e 

Total operating revenues 

UN O/Avondale M aritim e 
Technology Center of Excellence 

M anagem ent and general 

Total operating expenses 

Change in net assets 

N et assets at beginning of period 

N et assets at end of period 

]'he accom panying notes are an integral part of these 
financial statem ents. 

U nrestricted 

$ 9,743,673 
10,784 
9,600 

9,764,057 

1,578,122 

. 8,555 

.1,586,677 

8,177,380 

-0- 

$ .8,177,380 



 

U N IV ER SIT Y  O F N EW  O R L EA N S 

R ESF, A R C H  A N D TEC H N O LO G Y FO U N D A TIO N 
STA TEM EN T OF CA SH FLO W S 

For the period M arch 3, 1997 through D ecem ber 31, 1997 

Changes in net assets 

Adjustments to reconcile change in net 
assets to net cash provided by 
operating activities: 
D epreciation and am ortization 
Increase in accounts receivable 
Increase in accounts, interest and retainage payable 

N et cash provided by operating activities 

Cash Flow s U sed in Investing, A ctivities 
Purchase of fixed assets 
Construction in progress 
D eferred charges 

Cash flow s used in investing activities 

Cash Flow s from  Financin2 A ctivities 
Proceeds from  notes payable 
Repaym ent of notes payable 
Proceeds from  capital lease payable 
Repaym ent of capital lease payable 

Cash flow s li~om financing activities 

N et increase in cash 
Cash at beginning of period 

Cash at end of period 

Supplem ental disclosure 
Interest paid in cash 

The accom panying notes are an integral part of these 
financial statem ents. 

$ 8,177,380 

1,332,635 

(6,OO0,0OO) 
3,582,231 

7,092,246 

(7,689,985) 
(8,228,549) 
(5,028,364) 

(20,946,898) 

10,212,457 

(1,652,222) 
7,285,076 

(1,851,535) 

13,993,776 

139,124 
-0- 

139,124 

$ 104,175 



 

UN IVERSITY O F NEW  ORLEAN S 
R ESEA R C H  A N D TECH N O LO G Y FO U N D A TIO N 

N OTES TO TH E FINAN CIAL STA TEM EN TS 

N O TE 1- O rganization 

The University of New Orleans Research and Technology Foundation (the 
Foundation) was organized on M arch 3, 1997 as a non-profit organization to 
accom plish the follow ing purposes: 

A . A s its principal purp ose, to support any and all 
appropriate program s, facilities and research and 
educational opportunities offered by the University 

of New Orleans (the "University") and the Louisiana 
State University System ("the LSU system"); 

B . To prom ote and support the w ell-being and 
advancem ent of the University and all the colleges, 
schools, departm ents, and divisions cmnprising it, 

and to develop, expand, and improve the University 's 
curricula, program s, and facilities so as to provide 
greater educational advantages and opportunities; 
encourage teaching, research, scholarship, and 
service, and increase the U niversity's benefits to the 
citizens of the State of Louisiana, the United States 
of A m erica and the w orld; 

C 

D  

To engage in scientific research carried on for the 
purpose of aiding a com m unity or geographical area 
by atlracting new industry to the com m unity or area 
or by encouraging the developm ent o for retention of, 
an industry in the com m unity or area; 

To prom ote the developm ent of high technology 
industries and research in Louisiana; 

To create, develop, construct, operate, m anage and 
finance one or m ore research and technology parks, 
technology enterp rise centers and other facilities and 
operations w hich prom ote developm ent of research, 
developm ent and high tectm ology in Louisiana; 



 

UNIVERSITY O F NEW  O RL EAN S 
R ESEA R CH A ND TECH N O LO G Y FO UNDATIO N 

N OTES TO TH E FINAN CIA L STA TEM EN TS
, CON TIN UED 

N OTE 1- Organization 
Continued 

F. To increase em ploym ent opportunities in Louisiana; 

G . To prom ote research and developm ent in Louisiana; 

H . To prom ote cooperation betw een the public and private sector w ith 
respect to research and developm ent; 

I. To attract nationally prom inent scientists and 
researchers to the U niversity; 

J. To m axim ize research capabilities in Louisiana; 

K . To solicit and accept, w hether by w ay of outright
, 

lim ited or conditional gifts
, grants and bequests, in 

trust or otherwise, donations of all kinds, including 
property, both real and personal, whether principal or 
incom e, tangible or intangible, vested or contingent, 
for lhe purpose of providing funds or property for the 

general purposes of the corp oration and for research, 
instructional activities, scholarships

, public service 
activities, and such other designated benefits for the 
U niversity and its faculty, staff and students as m ay 
be prescribed by donors or testators to the 
corporation; 

L. I'o exercise all such powers and authority as m ay be 

necessary for the accomplishment of the objects and 
purposes herein set forth and to do any and all other 
things related to or connected therew ith which are 
not forbidden by law , 



 

U N IVER SITY O F NEW  O RLEAN S 
R ESEA R CH  A ND TECH N O LO G Y FO UNDA TIO N 

N O TES TO TH E FINAN CIAL STA TEM EN TS, CON TINU ED 

N OTE 2 - Sum m ary of Significant A ccountin~ Policies 

Principles of A ccounting, 

The financial statem ents are prepared in accordance w ith generally accepted 
accounting principles and are prepared on the accrual basis. The preparation 
of financial statem ents in conformity w ith generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect 
the reported am ounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statem ents and the reported 
am ounts of revenues and expenses during the reporting period. A ctual results 
could differ from those estim ates. 

Basis of Re%oorting 

SFA S N o. 117 establishes standards for external financial reporting by not- 
for-profit organizations and requires that resources be classified for 

accounting and reporting purposes into three net asset categories (i.e. 
unrestricted net assets, tem porarily restricted net assets, and perm anently 

restricted net assets) according to externally (donor) imposed restrictions. 

A description of the three (3) net asset categories is as follows 

Unrestricted net assets include the follow ing 

Unrestricted net assets include funds not subject to donor-imposed 
stipulations. The revenues received and expenses incurred in conducting 
the m ission of the Foundation are included in this category. The 
Foundation has determ ined that any donor-im posed restrictions for 
cunent or developing program s and activities are generally m et w ithin 
the operating cycle of the Foundation, and therefore, the Foundation's 
policy is to record these net assets as unrestricted. A lso, the Foundation 
considers the revenues received from the Cooperative Endeavor 

Agreements (the Agreements) to be exchange transactions, since each 
party to the A greem ents receive and sacrifice som ething of 
approxim ately equal value. 

U nrestricted net assets-fixed assets and deferred charges represent the 
depreciated value of fixed assets and deferred charges net of the related 
debt service requirem ent. 



 

UN IVERSITY O F NEW  ORLEANS 
RESEA R CH  AN D TECH NO LO G Y FO UNDA TIO N 

N OTES TO THE FINAN CIAL STA TEM EN TS, CON TINU ED 

N OTE 2 - Sum m ary ofSi~nificantA ccountin~ Po 
Continued 

Basis of Reporting, Continued 

Tem porarily restricted net assets include realized gains and losses, investm ent 
incom e and gifts and contributions for which donor im posed restrictions have 
not been m et. 

Permanently restricted net assets are contributions which are required by the 
donor-im posed restriction to be invested in perpetuity and only the incom e be 
m ade available for program operations in accordance w ith the donor 
restrictions. Such incom e is reflected in tem porarily restricted net assets until 
utilized for donor im posed restrictions. 

A t D ecem ber 31, 1997, the Foundation did not have any tem porarily or 
permanently restricted net assets. 

Fixed A ssets 

Fixed assets are stated at cost, if purchased, or at fair m arket value at the date 
of the gift, if donated. D epreciation of office furniture and equipm ent is 
provided using the straight-line m ethod over the estim ated useful life of the 
fixed assets w hich is 5 years. 

Cash Equivalents 

For purposes of the Statem ent of Cash Flows, the Foundation considers all 
investm ents purchased w ith a m aturity of three m onths or less to be cash 
equivalents. 

D eferred Charges 

D eferred charges represent softw are and labor costs incm xed for the 
installation of the data processing equipm ent. Such costs are being am ortized 

over five years. Alnortization expense totaled $414,465 at December 31, 
1997. 



 

UN IVER SITY O F NEW  O RLEAN S 
RESEAR CH  A ND TECH NO LO G Y FO UNDA TIO N 

N OTES TO TH E FIN AN CIA L STA TEM EN TS, CON TINU ED 

N OTE 2 - Sum m ary ofSi~,nificant A ccountin~ Policies 
Continued 

unction X 

The costs of providing the various program s and activities have been 
sum m arized on a functional basis in the statem ent of activities. A ccordingly, 
certain costs have been allocated am ong the program s and supporting services 
benefitted. 

N O TE 3 - Coooerative Endeavor 

U niversity of N ew  O rleans/ 
A vondale M aritim e Techno cellence 

G eneral 

On M ay 16, 1997, the State of Louisiana (the State), the Board of Supervisors 
of Louisiana State University and Agricultural and M echanical College (the 
University), the University of New Orleans Research and Technology 
Foundation (the Foundation), and Avondale Industries, Inc. entered into a 
Cooperative Endeavor Agreement (the Agreement) for an initial term of 
fifteen years, and from  one-to-seven additional five year periods. 

The Agreem ent provided for the use of annually appropriated State funds and 
the corporate guarantee by Avondale of certain financial obligations incun'ed 
by the Foundation for the purp ose of enhancing or m aintaining the econom ic 
w ell-being of the State of Louisiana. A s a m aterial inducem ent to the State to 
enter into the A greem ent, A vondale represented that it w as aw arded a contract 
for the construction of certain U . S. D epartm ent of N avy vessels w hich w ill 
provide a substantial econom ic benefit to the State. The Foundation and 
A vondale represented that the econom ic benefit occurring as a result of the 
paym ent or perform ance of the State's obligation w ill equal or exceed the 
value of the State's obligations. 

3_0 



 

UNIVERSITY OF NEW  ORLEANS 
RE SEA RCH  AND TECH N O LO G Y FO UNDATIO N 

N OTES TO THE FIN AN CIAL STATEM EN TS, CON TIN U ED 

N OTE 3 - Coot)erative Endeavor A ~reem ent 
Continued 

University of N ew Orleans/ 
Avondale M aritim e Technology Center of Excellence, Continued 

O bligations 

A vondale donated certain property to the U niversity w hich w ill be leased to 
the Foundation pursuant to the term s of a Ground Lease. A ship design 

facility including a laboratory and support area (the Facility) for the UNO 
School of N aval Architecture and M arine Engineering w ill be built on such 
property by the Foundation and w ill be sub-leased to A vondale. A lso, the 
Foundation w ill equip the facility and lease such equipm ent to A vondale. 

The State of Louisiana w ill pay to the Foundation no m ore than the present 

value of $40,000,000, which amount m ay be paid in one or m ore instalhnents 
on or before Septem ber 1 of each year as follows: 

On or before Septem ber 1, 1997 
O n or before Septem ber 1, 1998 
On or before Septem ber 1, 1999 
On or before Septem ber l, 2000 
O n or before Septem ber 1, 2001 
On or before Septem ber 1, 2002 
On or before Septem ber 1, 2003 
On or before Septem ber 1, 2004 
On or before Septem ber 1, 2005 
On or before September 1, 2006 
Oil or before Septem ber 1, 2007 
On or before Septem ber 1, 2008 

$3,743,673 
$6,257,928 
$7,054,081 
$7,194,789 
$7,194,789 
$7,194,789 
$7,194,789 
$7,194,789 
$7,194.789 
$3,451,116 
$ 936,861 
$ 140,708 

The Foundation shall subm it to the State of Louisiana on or before 
N ovem ber 1 docum entation supporting the am ount to be appropriated for the 
im m ediately following year in satisfaction of the State's obligation. On 
September 30, 1997, the Foundation subm itted a request totaling $6,257,928 
to the State of Louisiana's D epartm ent of Econom ic D evelopm ent for the 1998 
funding. 

13_ 



N OTE 3 - 

UNIVERSITY OF NEW  ORLEANS 
RESEARCH AN D TECH N O LO G Y FO UN DA TIO N 

N OTES TO TH E FINAN CIAL STA TEM EN TS, CON TIN UED 

Cooperative Endeavor A ~reem ent 
Continued 

University of N ew Orleans/ 
Avondale M aritim e Techno 

A dditionally, A vondale agreed that: 

Continued 

In the event that the State fails to fulfill its 
obligations to m ake paym ents to the Foundation, 
Avondale w ill m ake such paym ents but w ill recover 
these paym ents only when and if the Foundation 
receives the appropriation for w hich A vondale m ade 
paym ent to the Foundation; and 

In the event the costs of the project required to be 
expended by the Foundation in constructing the 
facility and acquiring the equipm ent exceed the 
am ounts paid by the State, Avondale w ill pay to the 
Foundation the am ounts required for the Foundation 
to fulfill the obligations to construct and equip the 
facility . 

val K eserve lnlonnatlon Svste 

On N ovem ber 14, 1997, the State of Louisiana and the Louisiana Econom ic 

Developrnent Corporation (the State), the University and the Foundation 
entered into another Cooperative Endeavor Agreement (the Cooperative 
Agreement) for a term of three years. 

The Cooperative A greem ent provided for the use of State funds to pay for 

project costs associated with the planning, financing and construction of 
buildings, professional fees and other project costs for the Naval Reserve 
Inform ation System s O ffice located in Orleans Parish. Such facilities w ill 
accom m odate the consolidation of the N avy and D epartm ent of D efense 

M ilitary personnel systems research and development and Navy  information 
system s, A s a m aterial inducem ent to the State to enter into the Cooperative 
A greem ent, the Foundation represented that certain econom ic benefits w ould 
be derived from the N aval Consolidation which w ill equal or exceed the value 
of the State's obligation under the term s of the Cooperative Agreem ent

. 

3_2 



 

U N IV ER SITY O F N EW  O R LEA N S 
R ESEARCH A ND TECH NO LO G Y FO UNDATIO N 

N O TES TO TH E FIN A N CIA L STA TEM EN TS, CO N TIN U ED 

N O TE 3 - Cooperative Endeavor A ~reem ents 
Continued 

N aval Reserve Inform ation System Office. Continued 

O bligations 

The U niversity w ill lease the Research Park Lakefront Property to the 

Foundation pursuant to the term s of a Ground Lease. The Foundation w ill 
construct buildings on the leased property and w ill sub-lease the facilities to 
the N avy. 

The State of Louisiana w ill pay to the Foundation no m ore than the lessor of 

$24,000,000 or total project costs as follows: 

On or before D ecem ber 31, 1997 
On or before Septem ber 1, 1998 
O n or before Septem ber 1, 1999 
O n or before Septem ber 1, 2000 

$6,000,000 
$6,000,000 
$6,000,000 
$6,000,000 

All payment obligations of the State shall be subject to appropriation by the 
Legislature of suffi cient funds and the availability of fu nds following 
Legislative appropriation. 

N OTE 4 - Incom e Taxes 

The Foundation is exem pt fiom  corporate incom e taxes under Section 

501 (c)(4) of the Internal Revenue Code. 

N O TE 5 - In-K ind D onation 

D uring the year ended D ecem ber 31, 1997, the Foundation received a 

personnel support donation totaling $5,000, which represented the 
Foundation's Executive D irector salary cost paid by the University of N ew 
Orleans Foundation. A lso, the Foundation received donated accounting 
serv ices from the University of New Orleans Foundation totaling $4,600. 

:t3 



 

U NIVER SITY O F NEW  O RLEA NS 
R ESEAR CH  A ND TECH NO LO GY FO UNDATIO N 

N OTES TO THE FIN AN CIAL STA TEM EN TS, CON TIN UED 

N OTE 6 - Credit Risk 

The Foundation m aintains a checking account at a financial institution. The 
accounts at the financial institution are insured by the Federal D eposit 

Insurance Corporation up to $100,000. 

Cash balance 
Federal insurance 

Credit risks 

$129,783 
0oo,ooo3 

The Foundation is the recipient of Cooperative Endeavor A greem ent funds 
from  the State of Louisiana. The continued success of the Foundation is 
dependent upon the continued appropriation of funds by the State of 
Louisiana to fund the Cooperative Endeavor A greem ents. 

N O TE 7 - Fixed A ssets 

Fixed assets consist of data processing equipm ent acquired under the term s of 
a capital lease, office furn iture and equipm ent, and construction in progress. 

The construction in progress anaounts represent costs expended on the 
construction of the A vondale/UN O M aritim e Technology Center located in 
Jefferson Parish. 

D epreciation of data processing equipm ent acquired under the term s of a 
capital lease and office furn iture and equipm ent totaled $918,170 at Decem ber 
31, 1997. 

N O TE 8 - Lease Com m itm ents 

The Foundation is the lessee of com puter equipm ent acquired under capital 
leases expiring in various years through 2000. The lessee provides at 
expiration, an option to purchase the equipment at a price equal to $1.00. The 
assets and liabilities under capital leases are recorded at the fair value of the 
assets. The assets are depreciated over their estim ated productive lives of five 

years. Depreciation of assets under capital leases totaling $858,254 is 
included in depreciation expense. 

3_4 



 

U N IV ER SITY O F N EW  O R LEA N S 
RE SEAR CH  A N D TEC H N O LO G Y FO U N DA TIO N 

N OTES TO THE FIN AN CIAL STATEM EN TS, CON TIN UED 

N OTE 8 - Lease Com m itm ents Continued 

M inim um future lease paym ents under capital leases as of D ecem ber 31, 1997 
are as follow s: 

1998 
1999 
2000 

$2,677,738 
2,677,738 
724 806 

Total m inim um lease paym ents 6,080,282 

Less: am ount representing interest 6_ _64~46 738 

Present value of net m inim um  lease 
paym ents $5 433 544 

Interest rates on capitalized leases vary from 7.44%  to 7.58%  and are im puted 
based upon the lessor's im plicit rate of return. Interest expense incurred on 
capital leases totaled $242,887 at December 31, 1997. 

N O TE 9 - N otes _Payable 

On A ugust 14, 1997, the Foundation entered into Construction Loan 

Agreem ents totaling $26,000,000 with local banks. At December 31, 1997, 
the Foundation had received construction loan advances totaling $10,212,457 
with a related repayment being m ade of $1,652,222. 

The loan agreem ents provide for interest on the outstanding principal am ount 
at a 7.30%  rate per annum and requires the repaym ent of principal as follow s: 

D at. e_  

Septem ber 1, 1998 
Septem ber 1, 1999 
Septem ber 1, 2000 
Septem ber 1, 2001 
Septem ber 1, 2002 
Thereafter 

A m ount 

$ 800,000 
250,000 

2,500,000 
2,700,000 
4,000,000 
14,100,000 

Total $ 24,350,000 

3.5 



 

UNIVER SITY O F NEW  O RLEA N S 
RESEAR CH AND TECH NO LO GY FO U ND ATIO N 

N OTES TO THE FIN AN CIAL STA TEM EN TS, CON TIN UED 

N OTE 9 - N otes Pay_@_ble, Continued 

Interest capitalized as part of construction in progress totaled $238,447 at 
D ecem ber 31, 1997. The loan is guaranteed by Avondale Industries, Inc. 
under the provisions of a continuing guaranty. 

N OTE 10 - G round Leases 

O n M ay 20, 1997, the Board of Supervisors of Louisiana State U niversity and 

Agricultural and M echanical College, acting on behalf of the University of 
New Orleans (the University) entered into a non-transferable ground lease 
agreem ent w ith the U niversity of N ew O rleans Research and Technology 

Foundation, Inc. (the Foundation). The terms of the lease agreement provides 
that the University will lease a tract of approxim ately 4.57 acres of land that 
is located in Jefferson Parish to the Foundation w ho w ill in turn develop 
construct, m aintain, operate, m anage and lease im provem ents on such land for 
the purpose set forth in the Cooperative Endeavor A greem ent. The lease 
agreem ent is for a term of fifty years with annual rent totaling $100. At the 
expiration of the lease, the facilities and all furniture, fixtures, equipm ent and 
furnishings perm anently affi xed to the facilities shall becom e the property of 
the U niversity. 

On December 1, 1997, the University entered into a non-transferable ground 
lease agreem ent w ith the Foundation. The terms of the lease agreem ent 

provides that the University will lease a tract of approxim ately 30 acres of 
certain lakefi'ont property that is located in Orleans Parish to the Foundation 
w ho w ill develop, constru ct, m aintain, operate, m anage and/or lease 
im provem ents on such land. t'rior to entering into the ground lease agreem ent 
w ith the Foundation, the University, the State of Louisiana and the U . S. 

Department of Commerce invested $3,923,191 in the infrastru cture of the site, 
which improved the Foundation's ability to sub-lease the property to tenants. 
The lease agreem ent is for a term of ninety -nine years with annual rent totaling 
$10,000 provided however, that the rent paym ents will be offset dollar-for- 
dollar by property operating expenses paid for by the Foundation. The first 
paym ent is due on the 30th day of N ovem ber, 1998. 
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UN IVERSITY O F N EW  O RLEAN S 
RESEARCH AND TECH NOLO G Y FOUNDATIO N 

N OTES TO TH E FIN AN CIAL STA TEM EN TS, CON TINU ED 

N OTE 11 - Prooertv. Facilitv and EauiDm ent Lease A ~reem en 

On M ay 16, 1997, the Foundation and A vondale Industries, Inc. entered into 
a sub-lease agreem ent which provides for Avondale Industries, Inc. to lease 
from the Foundation, the land located in Jefferson Parish together w ith the 
facilities to be constructed on the land, the facility equipm ent and the; right of 

uninterrupted access to and from all streets and roads adjoining the land. 

The terms of the sub-lease agreement during the first twelve years (1997- 
2008) provides for Avondale, Inc. to pay as rental the sum of $100,000 per 
year by Septem ber 1 of each year provided that the State has m ade the annual 
appropriation provided for in the Cooperative Endeavor A greem ent. 
Beginning Septem ber 1, 2009 and for each year thereafter during the term  of 
the sub-lease, rent in the amount of$100,000 is due and payable by September 
1 of each year w ithout regard to the State Appropriation. 

The sub-lease agreem ent also stipulates that rent paym ents are not initially due 
and payable, if either Avondale m akes a paym ent for the Foundation on the 
loan financing the facilities and/or the facility equipm ent as a result of non- 
payment by the State of Louisiana, or the facility is not ready for occupancy. 

N O TE 12 - Com m itm ents 

On M ay 16, 1997, A vondale entered into and assigned to the Foundation a 
design-build construction agreem ent w ith a general contractor to constru ct a 
M aritim e Technological Center located in Jefferson Parish. A t D ecem ber 31, 
1997, the constru ction contract totaled $10,685,494 including build-out 
change orders totaling $1,457,294. The constru ction of the Center was 
com pleted on M ay 5, 1998. 

On December 16, 1997, the Foundation entered into a $20,300,000 
developm ent and construction m anagem ent agreem ent w ith a developer to 

construct a N aval Reserve Information System s O ffice located in Orleans 
Parish. 
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UN IVER SITY O F NEW  O RLEA N S 
RE SEAR CH AN D TECH N O LO G Y FO U NDATIO N 

NOTES TO THE FINANCIAL STATEM ENTS, CONTIN U ED 

N O TE 13 - Subsequent Events 

Facility ]Lease 

O n January 15, 1998 the Foundation entered into a lease agreem ent w ith the 

United States of America (the Government) to lease from the Foundation, 
approxim ately 200,000 square feet of adm inistrative space, 700 hard surface 
parking spaces, and 9.22 acres of land located at the U niversity of N ew 
Orleans Research and Technology Park. The term s of the facility lease 
agreem ent provides that the Governm ent will have and hold the noted facility 
for the term beginning on the date of completion of the facility for an initial 
ten year term w ith fifteen individual one year renew al term s. 

The lease agreem ent also provides for an annual rent for the prem ises and 
services of $1.00 and $827,033, respectively. 

Issuance of Bonds 

On January 1, 1998, the Louisiana Public Facilities Authority (the Authority) 
and the Foundation entered into a Loan A greem ent that provided for the 
Authority to issue $16,695,000 of Louisiana Public Facilities A uthority 
Revenue Bonds (Series 1998), the proceeds of the sale of such Bonds to be 
loaned to the Foundation for the purpose of acquiring, constructing and 
equipping tw o buildings, including equipm ent, fi~rnishings, fixtures and 
facilities incidental or necessary in connection therew ith to be located in 
Orleans Parish at the University of N ew Orleans Research Park. 
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UN IVER SITY O F N EW  O RLEANS 
RE SEA R CH  A N D TEC H N O LO G Y FO UN D A TIO N 

SCH ED ULE O F EX PEN SES 

FOR THE PERIOD M ARCH 3, 1997 THROUGH DECEM BER 31, 1997 

D escription 

UN O/A vondale 
M aritim e 
Technology 
Center of 
Excellence 

In-Kind support (NOTE 5) $ 2,500 

O ffi ce supplies -0- 

Rent expense (NOTE 10) 100 

Interest expense (N OTE 13) 242,887 

D epreciation expense 

(N OTES 7 and 8) 918,170 

A m ortization expense 

(NOTE 2) 414,465 

M anagem ent 
and 

General 

$ 7,100 

1,455 

-0- 

- 0- 

Total 

$ 9,600 

1,455 

100 

242,887 

- 0- 918,170 

414.465 

Total operating expenses $ 1,578,122 $ 8~555 $ 1,586,677 

See the Independent A uditors' Report on Supplem entary Inform ation 
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l~t'l[il~O c:rr~lrF K D PUBLIC ACCOUNIAN~S 

INDEPENDEN T A UDITO R S' REPO RT O N CO M PLIA N CE A ND 
INTERNAL C ON TR O L O VER FINA N CIA L 
R EPO RTIN G BA SED O N A N A UD IT O F 

FINA NCIA L STA TEM EN TS PERFO RM ED IN A C CO RD A N CE W 1TIt 
G O V ERNM ENT A UDITIN G STA N DA RD S 

To the Board of D irectors of 
U niversity of N ew Orleans Research and 
Technology Foundation 

W e have audited the financial statem ents of the University of N ew Orleans Research and 

Technology Foundation (the Foundation) as of December 31, 1997 and for the period 
M arch 3, 1997 through December 31, 1997, and have issued our repol/ thereon dated 
A ugust 7, 1998. W e conducted our audit in accordance w ith generally accepted auditing 
standards and the standards applicable'to financial audits contained in G ovem lnent A uditing 

Standards. issued by the Com ptroller General of the U nited States. 

Com pliance 

A s part of obtaining reasonable assurance about w hether the Foundation's financial 
statem ents are free of m aterial m isstatem ent, w e performed tesls of its com pliance w ith 
certain provisions of law s, regulations, contracts and grants, noncom pliance w ith w hich 
could have a direct and m alerial effect on the determination of financial statem ent am ounts. 

I towever, providing an opinion on compliance with those provisions was not an objective 
of our audit and, accordingly, w e do not express such an opinion. The results of our tests 
disclosed no instances of noncom pliance that are required to be reported under G overn m ent 
A udiling Standards. 
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IN D EPEN D EN T A U D ITO R S' R EPO R T O N C O M PLIA N C E A N D 
IN TERN A L C O N TR O L O V ER FINA N CIA L 
REPORTING BASED ON AN AUDIT OF 

FIN A N C IA L STA T EM EN TS PERF O R M ED IN A C C O R D A N C E W IT tt 
G O VERN M ENT AUDITING STANDARD S 

(CONTINUED) 

To the Board of D irectors of 
University of N ew Orleans Research and 

Technology Foundation 

nternal Control Over Financial Reoortin~ 

Ill planning and perform ing our audit, except for the functions performed at Avondale 
Industries, Inc. in cormection w ith review ing and approving invoices for paym ent of 
com puter program m ing labor costs billings and travel costs associated w ith the construction 
by A vondale of the N avy V essel LPD -17, w e considered the Foundation's internal control 
over financial reporting in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statem ents and not to provide assurance on the 
internal control over financial reporting. For the internal control structure categories at 
A vondale Industries, Inc., intern al auditors obtained an understanding of the design of 
relevant policies and procedures, de/ermined w hether they have been placed in operation, 
and asscssed control risk. Furtherm ore, the scope of our w ork did not extend to these 
internal control structure policies and procedures established and m aintained at A vondale 
Industries, Inc. 

Our consideration of the internal control over financial reporting w ould not necessarily 
disclose all m atters in the intern al control over financial reporting that m ighl be m aterial 
w eaknesses. A  m aterial w ea!~ ess is a condition in w hich the design or operation of one or 
m ore of the internal conlrol com ponents does not reduce to a relatively low level the risk that 
m isstatem ents in am ounts that w ould be m aterial in relation to the financial statem ents being 
audited m ay occur and not be detected w ithin a tim ely period by em ployees in the normal 
course of perform ing their assigned functions. W e noted no m atters involving the intern al 
control over financial reporting and its operation that w e consider to be m aterial w eaknesses. 

W e noted that internal auditors for Avondale Industries, Inc. indicated that they noted no 
m atters involving the internal control structure and its operations that they consider to be 
m aterial w eaknesses. 
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IN D EPEN D EN T A U D ITO R S' R EPO R T O N C O M PLIA N CE A N D 
IN TER N A L C O N TR O L O V ER FIN A N CIA L 
RE PO R TIN G BA SED O N AN A UDIT O F 

FINA N C IA L STA TEM EN TS PER FO RM ED IN A C C O R DA N C E W ITH  
G O VERN M ENT AUDITING STANDARDS 

(CONTINUED) 

To the Board of D irectors of 
University of N ew Orleans Research and 

Technology Foundation 

This report is intended for the inform ation of the B oard of D irectors, m anagem ent and (]~e 
Stale of Louisiana. Itow ever, this report is a m atter of public record and its distribution is 
not lim iled. 

B R U N O  &  TE R V A L O N  

C E R TIFIE D  PU B L IC A C C O U N TA N T S 

A ugust 7, 1998 
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U N IV ER SITY  O F N E~ 7 O R L EA N S 

R E SEA R C It A N D TECH N O L O G Y  FO U N D A TIO N 
EX IT CO N FER EN CE 

D ecem ber 31, 1997 

A n exit conference w as held w ith the follow ing individuals 

UN IVER SITY O F NEW  O R LEANS 
/E SEA R C H A N D TECH N O LO G Y  FO U N D A TIO N 

M r. Patrick M . G ibbs 

M s. Eileen tterbert 

Executive Director 

A ssistant V ice Chancellor of 
Property and Facilities 
D evelopm ent- 
U niversity of N ew O rleans 

BR UN O &  TERVA LO N . C ERTIFIED PU BLIC A CC O UN TA NTS 

M r. M ichael 13. Bruno, CPA  

M r. Edw ard J. Phillips, Jr. 

M rs. Lydia W . Joseph 

M anaging Partner 

Senior M anager 

In-Charge A ccountant 

The audit report w as discussed. Tiffs report is intended solely for the use of the Board of 

D irectors, m anagem ent and the State of Louisiana and should not be used for any other 

purpose. 

BR U N O  &  TER V A LO N 
C ER TIFIED PU BLIC A C C O U N TA N TS 

A ugust 7, 1998 
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