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In accordance with QOvemment Auditing Standard3_, we have also issued a report daled September 24, 1998 on our consideration &the Foundation's internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and granls. 

Ce~.ified Public Accountants. New Orleans, La., September 24, 1998. 
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Exhibit D STATEMENT OF CASH FLOWS L. S. U. Medical Center Foundation New Orleans, Louisiana For the year ended June 30, 1998 

Cash Flows From Operating Activities Increase in net assets Adjustments to reconcile increase in net assets to cash provided by operating activities: Realized and unrealized gains on investments Changes in operating assets and liabilities: Increase in interest receivable Increase ira accounts payable and accrued expenses Contributions permanently restricted by donors Net cash provided by operating activities Cash Flows From Investing Aclivilies Purchases of investments Proceeds from maturities of investments Net cash used ira investing activities 
Cash Flows From Financing Aclivities Collections of permanent endowment support Net Decrease In Cash And Cash Equivalents Cash Anti Cash Equivalents Beginning of year End of year 
See notes to financial statements 

$ 8,505,782 
(1,28o,265) (86,572) 209,835 (6,183,107) 
1,165,673 
(27,766,018) 21,599,448 (6,166,570) 
4,483,348 (517,549) 
2,417,155 $ 1,899,606 



NOTES TO FINANCIAL STATEMENTS 
L. S. U. Medical Center Foundation New Orleans, Louisiana 

Note 1 - NATURE OF ACTIVITIES 

June30,1998 

Exhibit E 

L. S. U. Medical Center Foundation (the Foundation) supports the activities ofL. S. U. Medical Center (the Medical Center). The Foundation's activities and purpose include scientific and research, educational, solicitation and management of funds, including endowments, and other fimctions for the benefit of the Medical Center, The organization is supported primarily through donor contributions, including corporate and govcrmncnt grants. 
Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

a) Basis of Accounting The financial statements of the Foundation are prepared on the accrual basis of accounting and reflect all significant receivables, payables, and other liabilities. b) Basis of Presentation Financial statement presentation follows the recommendations of the Statement of Financial Accounting Standards (SFAS) No. 117, "Financial Statements for Not- For-Profit Organizations." Under SFAS No. 117, net assets, revenues, and expenses are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets of the Foundation and changes therein are classified and reported as follows: Unrestricted Net Assets - Net assets that are not subject to donor-imposed stipulations. The Board of Directors has designated a portion of unrestricted net assets for specific purposes as described in Note 4. 
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Exhibit E (Continued) 

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) b) Basis of Presentation (Continued) Temporarily Restricted Net Assets - Net assets that are subject to donor- imposed stipulations that may or will he met either by actions of the Foundation and/or the passage of time. The Board of Directors has designated a portion of the temporarily restricted net assets for specific purposes described in Note 4. 
Permanently Restricted Net Assets - Net assets that are subject to donor- imposed stipulations that the principal not he expended, but rather invested to provide a permanent source of income for the Foundation's programs. 

c) Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that afli~ct certain reported amounts mad disclosures. Accordingly, actual results could differ from those estimates. d) Investments Investments are carried at approximate current market value and realized and unrealized gains and losses are reflected in the statement of activities. e) Contributions Contributions are recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existence or nature of any donor restrictions. Support that is restricted by a donor is reported as an increase in temporarily or permanently restricted net assets, depending on the nature of the restrictions. When a restriction expires (that is, when a stipulated time restriction ends or a purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released fiom restrictions. 
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4= ---- Exhibit E (Continued) 
Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) f) Promises to Give Contributions arc recognized when a donor makes a promise to give to the Foundation that is, in substance, unconditional. The promises to give are recognized as assets and revenues, less an allowance for uncollectible amounts. The allowance is based on experience and management's analysis of specific promises made. Management's estimate for the allowance of uncollectible promises to give at June 30, 1998 was $268,733. Conditional promises to give are recognized when the conditions on which riley depend are substantially met. 

g) Office Furnishings Costs of office furnishings and equipment are consistently charged to expense because the Foundation does not consider such amounts to be sufficiently material to warrant capitalization and depreciation. The cost of equipment which is classified as program services expense is not capitalized by the Foundation because this equipment is owned and used by departments ofL. S. U. Medical Center. 
h) Program Service Fees Revenue The Foundation operated a Professional Medical Education program (PME). Various educational seminars, correspondence courses, etc. were conducted for the benefit of the teaching physicians ofL. S. U. Medical Center and other physicians interested in the programs. Registration fees were received from physicians participating in the program in some instances, and in others, corporations helped underwrite the costs of the programs through sponsorships. Registration fees and corporate sponsorships are reported as program service fees revenue. 
1) Expense Allocation The costs of providing various programs and other activities have been summarized on a functional basis in the financial statements. Accordingly, certain costs have been allocated among the programs and supporting services benefitted. 
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Nole 3 - RESTRICTIONS ON ASSETS (Continued) 
Exhibit E (Continued) 

Permanently restricted net assets consist of endowment fund investments to be held indefinitely and unconditional promises to give. The income from endowment investments is expendable for specific program services as temporarily restricted net assets. 
Note 4- DESIGNATED NETASSETS Portions of unrestricted net assets and temporarily restricted net assets have been designated by the Foundation's Board of Directors for endowment purposes. These portions of net assets which are expendable for unrestricted or donor-imposed restricted purposes will be treated as if they are permanent endowment funds which create a permanent source of income for the Foundalion. 
Note 5- UNCONDITIONAL PROMISES TO GIVE Unconditional promises to give consists &the following 

Permanently restricted purposes Less unamortized discount I.ess allowance for uncollectible balances Net unconditional promises to give Amount due in: Less than one year One to five years Over five years Total 

$1,547,762 (255,571) (268,733) $1,023,458 
$ 492,612 583,150 472,0Q~ I~! 547,762 



 
Exhibit E (Continued) 

Note 6 - INVESTMENTS hwestments at June 30, 1998 consist of the following: Estimated Market Value__ COS! U.S. Government Agency mortgage-backed securities $ 5,408,964 $ 5,356,367 U.S. Government Agency bonds and notes 8,612,732 8,568,831 Corporate bonds and notes 3,147,273 3,076,824 Mutual funds 10,464,213 10,224,317 Municipal bonds 5,0!6_~17_ . 4,9g_f,g~ Totals $32,64 1~9 $32.212.187 Gains on investments for the year ended June 30, 1998 consist of/he following: Realized gains on sales of investments $2,138,189 Unrealized loss on investments reporled at fair value (857,92_L4) Net gains on investments $1~_280~265 The Board of Directors has been advised by legal counsel that under Louisiana state law, the gains from sales of securities and increases in market value are treated as principal and nmst be retained in endowment fund accounts. However, under the Uniform Managemen{ of Institutional Funds Act adopted in Louisiana, such gains and appreciation in value may be expended for the purposes designated by the donors if it is prudent in the judgement of the Board of Directors after considering the long mad short term needs of the Medical Center, its present and anticipated financial requirements, expected total return on investments, price level trends and general economic conditions. If any donor stipulated that realized and unrealized investment gains could not be spent on the restricted purpose for which a fund was originated, then such gain would be added to investment principal and not be expendable in the future. No such stipulations arc present at June 30, 1998. 
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Note 8 - CONCENTRATION OF CREDIT RISK (Continued) 

l Iibernia National Bank Operating Account and overnight Repurchase Agreement First National Bank of Commerce Charles Schwab Merrill Lynch 
Note9- LEGACY 

Exhibit E (Continued) 

Total Account Reconciled Balances Insured Balances Per Bank _ l,imit . Excess 

$1,488,486 $1,357,517 $100,000 $1,257,517 213 (32) 100,000 407,543 407,543 100,000 3,364 3,364 100,000 307,543 

The Foundation is named a residuary legatee of an estate created under the wills of Carl and Beulah Baldridge. The succession was still under administration as of the June 30, 1998. The legacy of $1,418,254 has been recorded as a receivable at that date and permanently restricted support as per the donors' intentions to establish a loan fired and scholarship fund for dental students. The Foundation received its full interest in August 1998. 
Note 10- COMMITMENT On January 1, 1998, the Foundation agreed to provide a line of credit not to exceed $1,250,000 to Louisiana State University School of Medicine in New Orleans Faculty Group Practice. The loan would mature December 31, 1999, or the Foundation could require the loan to be repaid in full on December 31, 1998. No advances have been made on the line of credit through June 30, 1998. 
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SPECIAl. REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 



Bourgeois Bennett 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAl, REPORTING BASED ON AN AUDIT OF FINANCIAl, STATEMENTS PERFORMED IN ACCORDANCE WITIt GOVERNMENT AUDITING STANDARDS To the Board of Directors, l J. S. U. Medical Center Foundation, New Orleans, Louisiana. We have audited the financial statements ofL. S. U. Medical Center Foundation as of and for the year ended June 30, 1998, and have issued our report thereon dated September 24, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government _A~di!ing Standards, issued by tile Comptroller General of the United Stales. 

Compliance As part of obtaining reasonable assurance about whether L. S. U. Medical Cenler Foundation's financial statements are flee of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and granls, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. i lowevcr, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under 
Internal Control Over Financial Reporting In planning and performing our audit, we considered L. S. U. Medical Center Foundation's internal control over financial reporting 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 over financial reporting. Our consideration of the internal control over financial 
1340 West Tunnel Bird, Sulte 430 PO I~ox 2168 Houma, LA 70361-2168 Phone [504) fifiB 0139 Fax ($04) 879-1949 

I Certified Public [ RO. Box 60600 Accountants I ConsultantsI New Orleans, LA 70160 0600 A Limited Liability Company Heritage PI~, Suite 800 Phone (504) 831-4949 Fax (504) 833-9093 504 West Second Street PO. Box 1205 Thlbodau~, LA 70302-1205 Phone (504) 447-5243 



reporling would not necessarily disclose all matters in the internal control over financial reporting that migbt be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements 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 funelions. We noted no matters involving the internal control over financial reporling and its operation that we consider to be material weaknesses. 
This report is intended for the information of the Board of Directors, management and the I.egislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 

New Orleans, La., September 24, 1998 
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gCHEDI)I,E OF FINDINGS 
L.S.U. Medical Center Foundation For the year ended June 30, 1998 

Section I Summary of Auditor's Report 
a) Financial Statements Type of auditor's report issued: unqualifed 
Internal control over financial reporting ~ Materialweakness(es) identified? ~ Reportable condition(s) identified that are not considered to be material weakness __yes X no 

__ yes X none reported Noncompliance material to financial statements noted? __ yes X no b) Federal Awards For the year ended June 30, 1998, L.S.U. Medical Center Foundation was not subject to OMB Circular A-133, 
Section 11 Financial Statement Findings There were no financial statement findings required to be reported for the year ended June 30 1998. Section lI1 Federal Award Findings and Questioned Costs 
Not applicable 
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O 
SCHEDllI,E OF PRIOR YEAR FINDINGS L.S.U. Medical Center Foundation 
For the year ended June 30, 1998 

Section l Internal Control and Compliance Material to the Financial Statements For the year ended June 30, 1997 there were no internal control or compliance issues reported or noted. Section II Internal Control and Compliance Material to Federal Awards For the year ended June 30, 1997 there were no internal control or compliance issues material to federal awards reported. Section 111 Management Letter 
1) Cash Recommendation was made to investigate outstanding checks over one year old and to either reissue replacement checks or write them off. This procedure was implemented. 2) Accounts Payable Recommendation was made to not record an expense and accounts payable for items related to a program to be conducted after the end of the current fiscal year. The flem noted was an error, and this procedure has been implemented. 
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MANAGEMENT'S CORRECTIVE ACTION PLAN L.S.U. Medical Center Foundation 
For the year ended June 30, 1998 

Seclion I Internal Control and Compliance Material to the Financial Statements For the year ended June 30, 1998 there were no internal control or compliance issues reported or noted. Section II Internal Control and Compliance Material To Federal Awards For the year ended June 30, 1998, L.S.U. Medical Center Foundation was not subject to OMB Circular A-133, 
Section Ill Management Letter A management letter was not issued in connection with the audit for the year ended June 30 1998. 
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