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The Officers and Board of Trustees Pcnnington Medical t"oundation Baton Rouge, l,ouisiana Ger~tlcmcn 

May 2, 2000 
Independent Auditor's Report 

We have audited the accolnpanying statements of assets, liabilities and net assets - modified cash basis of the Pennington Medical Foundalion Baton Rouge, Louisiana as ofl)ecember 31, 1999 and December 31, 1998, and the related statements of revenue and expenditures - modified cash basis, and changes in net assets - modified cash basis, for the years then ended. These financial statements are the responsibility of the Foundation's management. Our responsibility is to express an opinion on these financial statements based on our audits. 
We conducted our audits in accordance with generally accepted auditing standards. "l]~ose standards require that wc plan and perform the audit to obtain reasonable assurance about whether the finaucial statements are fiee 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 our audits provide a reasonable basis for our opinion. As described in Note 1, these financial statements were prepared on the basis of modified cash receipts and disbursements, which is a comprehensive basis of accounting other than gcnerally accepted accounting principles. In our opinion, the financial statements referred to above present fairly, in all material respects, the assets, liabilities and net assets of the Pennington Medical Foundation as of December 31, 1999 and l)ecember 31, 1998, and its revenue collected, expenditures made, and changes in net assets for the years then ended, on the basis of accounting described in Note 1. 



 

Pennington Medical Foundation Staicmcnls of Assets, 1,labilities and Net Assets - Modified Cash Basis December 31, 1999 and December 31, 1998 

Current Assets Cash ][nvcstmcnls ]iwcstmc'n/s, at cost Dcbenttac bond 'I "_~ ~ t a I i JLv_c53 l~ l_e 131~ Property and Equipment Buildings Machinery and equipmcnt Land inaprovcmcnts Constrtlclion in progress 
Accumulated depreciation ]'oh!J_.L!ro~_rly and equipmc13.! 'J'A;,t~!J_kssct_s_ 

Net Assets Unrcstricted 

A s s e t s .t_92~ $62,~L8_4 
45,431,951 ~o~o9o~0o0 

1998 ~55,434 
41,305,650 ~oo~ Z5 A_3_12):~ ZL305 6,fiSP%0 

19,571 ,!)82 2,321,685 4,299,418 _j_,l_g 2,1_4_6_ 27,375,23 l S,,7o8.p_54 
19,418,675 2,233,652 4,299,418 __1~021,569 26,973,314 5,698_.9964 20Z~_66~277 21LZ72743~S0 

l, iabilities anti Net Assets 

Tolal liabilities and net assets 96_ 36~_8L2 9=6_=169_,=812 

The accompanying notes are an integral part of these statemenls 

9Z_635A34_ Z)2~635 4,~34_ 



 

Pcnnington Medical Foundation Statements of Revenue and Expenditures -Modified Cash Basis Years Ended December 31, 1999 and December 31, 1998 

l,~cvenuc Donations Invesll]3cn[ Jnconle Royally Ineome Other "j'ol'.a[ reycnt!_c 
Expcndilures Program services General and administrative I)epreciation 

Unrestricted _1_[) 92 199. 8_ $400,000 6,937,170 717,320 ._ 26~20 
$502,000 6,214,916 609,607 228.712 

8~0080_~ l~)_ ZL555~5_ 
2,294,1 O0 1,114,505 1.009.990 3,515,991 1,170,053 1.083.436 
.4,4j 8~59'.i 5,769,480 

l/evenue Over Expenditures Before Income Taxes 3,661,915 1,785 755 hlcome Taxes 
Revenue Over Expendi{urcs .__ I=36_~537__ 3,~52_5_~37_ .1! 

l'he accompanying notes are an integral part oflhese statements 

1_,78 ._S~7~5 



 

Pennington Medical Foundation Sia{ements of Changes in Net Assets - Modified Cash Basis Years Ended December 31, 1999 and December 31, 1998 

Nel Assets, January 1, 1998 Revenue Over Exl)endilures, 1998 
Net Assets, 1)ecember 31, 1998 Revenue Over Expendiiures, 1999 
Net Assets, December 31, 1999 

The accompanying notes are an integral part of these statement s 6 

Unrestricted $90,849,679 1.785.755 
92,635,434 3 525 378 96~!60.812 



Pennington Medical Foundation Notes to Financial Statements December 31, 1999 
Note l-Smrunary of Accounting Policies 
A. _N;~tp]L~_ :fl~ 01). c!'~!t i o n s The l'ennington Medical Foundation (the Foundation) is a non-profit organization created in 1980 exclusively for scientific purposes in constructing and equippiTag tbe Pelmington Biomedical Research Center (the Center), a division of the Louisiana State University and Agricultural mad Mechanical College. The Foundation provides financial support, in conjunction with the Pcnnington Biomedical Research Foundation (the Research Foundatiola), fc-r medical research conducted at the Center. 
The Foundation maimains its records using a modified cash basis of accouming; consequently, certain rcvcnue and the related assets are recognized when received rather than when earned, and certain expenses are recognized when paid rather than when the obligation is incurred, except for fixed assets which are recorded as described in Note I(D). C. ] n_c:oj)_l.~ .'f a_ x e~s The Foundation has been recognized by the Internal Revenue Service as a not-for-profit organization as described in Section 501 (c)(3) of the Internal Revenue ('ode and is exempt from federal income taxes, llowever, income from certain activities not direetly related to the Organization's tax-exempt purpose is subject to taxation as unrelated business income. Also, the Foundation has been classified as an organization other than a private foundation. 1). J'rol?!~_!:2/aRd c uq~pment Property and equilnnent are capitalized at cost. Maintenance and repair expenditures arc expensed as paid. Depreciation is computed using straight line and accelerated methods over the cstinmted useful lives of the assets. 
The preparation of financial statements requires management to make estimates and assumptions that affect the repmaed amounts of assets and liabilities and disclosure of contingent assets and liabilitief; at the date of tlle financial statements and tile reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates. 



Penninglon Medical Foundation Notes to Financial Statements December 31, 1999 
Note 1-Summary of Accounting Policies (Continued) 
lnvcsmmnls consist of Untied States Govermnent Agency obligations, bonds, equities, money marke! funds and cash maintained i~l trust accounls. All investmenls arc slated at cosl. Realized gains and losses on dispositions are based on net proceeds and the book value of the securities sold, using the specific identification method. These investments are rnaintained and lnanaged ill hust and brokerage accounts. 
G. Tc!L~p_Qrarily and t'crmanently~ Restricted Net Assets Temporarily restricted net assets are those whose use has been limited by donors to a specific lime period or purpose. Permanently restricted net assets have been restricted by donors to be lnaintaincd in perpetuity, The Pennington Medical Foundation does not have any temporarily or perman,.:ntly restricted net assets. Note 2-Related Party Transactions The Foundation owns a non-voting minority interest in Pemlington Oil Company (the Compatty). The Foundation also has a $30,000,000 debenture bond from the Company which malures in August, 2000 and pays 12% interest annually. The Foundalion received $3,600,000 ill interest income from this bond in 1999 and 1998. ln, 1999 and 1998, tile C. B. and h'ene Pennington Foundation made annual contribulions of $500,(100 and $400,000 to tile Foundation. Noie 3-Management Agreement 
On October 10, 1996, the Foundation entered into an agreement with tile Pennington Biomedical P, esearch Foundation. This agreement provided that the Research Foundation would undertake tile responsibility for the operation and maimenance oflhe Claude B. Pennington Conference and 1;ducation Center at a cost of $750,000 per year to file Foundation. In 1998, the agreement also slated tllat tim l"oundation would reimburse their portion of the professional and administrative services provided by the Research Foundation. In 1998, these services were $96,000. In 1999, tile Foundation paid for fls own professional and administrative expenses. 



Penninglon Medical Foundation Notes to Financial Statements December 31, 1999 
Note 4-Concert!rations of credit and Market Risk Financial instrmnents that potentially expose tile Foundation to concentrations of credit and market risk consist primarily of cash equivalents and investments. Cash equivalents are nmintaincd at high-quality financial institutions and credit exposure is limited to any one institution. The l"oundation has not expcrienced any losses on its cash equivalents. The Foundation's investments do not represent significant concentrations of market risk inasmuch as the Foundation's invcstlnent portfolio is adequately divcrsificd among issuers. Note S-Construction in Progress The Foundalion is in the process of fulfilling construction and upgrade projecls. The total estimated cost to complete these projects as of I)ecember 31, 1999 and 1998, was $2,214,000 and $3,329,000, respectively. Note 6-Investments 
lnvcstmcnts at l)ecember 31, 1999 and 1998 are comprised of the following 

U. S. Govermnent Obligations Bonds Equities Money Market Funds Long Leaf Small Cap Fund Meridian tlorizon Fund 

)ecember 31.1999 l)ecember 31.1998 
$3,215,157 99,828 17,671,605 6,538,261 6,161,779 J 120=s~Zt 

Market Value $3,309,339 98,962 20,824,658 6,538,261 5,605,588 1_5,720,595 
$3,215,157 99,828 16,021,908 5,651,748 5,516,780 

Markel Value $3,285,774 101,559 16,636,213 5,651,748 5,387,580 ~0_7~3_75 4_5~_4=}=1_~951 52,097,403 =4:_L305 ~6.6.50= 43,14j~249 



Pennington Medical Foundation Notes to Financial Statements December 31, 1999 
Note 7-Unrelated Business Income Tax As discussed in Note 1 (B) to the financial statements, the Foundation records certain expenses, such as income taxes, when paid rather than when incurred. 
The following summarizes the expenditures paid and the applicable tax year 

Tax Year 1998 1999 
awnent Year !999 1998 $68,257 $ - 68~8o_ ~?~ 3_2 -- The Foundation reported unrelated income of $218,967 from certain investments in 1998 and expects to report approximately $440,000 in 1999. 
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May 2, 2000 

Independent Auditor's Report on Supplementary Information 
The Officers and P, oard of Trustecs Pennil]gtorl Medical ]:oundation Balol] Rouge, I.ouisiana The report on our audits of the basic modified cash basis financial statcmcuts of the Pemfington Medical Foundation for December 31, 1999 and December 31, 1998, appears on page 3. Those audiis were performed for the purpose of forming an opinion on the basic modified cash basis financial statements taken as a whole. The accompanying schedule is presenled for purposes of additional analysis and is not a required part of the basic modified cash basis financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic modified cash basis financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic modified cash basis financial statements taken as a whole. 



 

Pennington Medial Foundation Schedule of Functional Expenses - Modified Cash Basis Years Ended Decemher 31, 1999 and December 31, 1998 

Salaries, benefits, conlracls l'ennington Nut~i|ion Chair I'ennington Biomedical Research Cenler projects Charilable contributions Operations and maintenance Professional fccs Office expcnse Severance lax l'enaliics and imerest Symposium and Gala expense Service charges Foreign laxes I)epreciation e~pense Miscellaneous Enlertainmcnt Travel Insurance 

General Program and Admin- E~j3gns_es istrative Depreciation $194,414 $29,543 
2,099,686 

750,000 82,027 20,883 45,036 
134,111 2t,096 12,734 10,866 5,489 _2Z/20 
$1,009,990 

1999 Total $:223,957 
2,099,686 
750,000 82,027 20,883 45,036 
134,111 21,096 1,009,990 

1998 Total $145,601 1,200,000 1,621,798 169,000 750,000 264,172 106,962 37,482 1,600 172,130 117,209 20,242 1,083,436 

2,294J 00. j~_l_l 4~05 1~009,99Q 4_24_18 ,~5_9~5 5,769.480 


