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We have audited the accompanying statement of financial position of University Facilities
, 

Inc ., a nonprofit organization , as of June 30, 1999, and the related statements of 
activities and cash flows for the year then ended . These financial statements are the 
responsibility of University Facilities, Inc .'s management . Our responsibility is to 
express an opinion on these financial statements based on our audit . 

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

standards applicable to financial audits contained in Government Auditino S~andards , 

issued by the Comptroller General of the United States . Those standards require that we 
plan and perform the audit to obtain reasonable assurance about ~ lether 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

. An 
audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statements presentation . 

We belSeve that our audit provides a reasonable basis for our opinion . 

In our opinion, the financial statements referred to above present fairly
, in all material 

respects, the financial position of University Facilities, Inc . as of June 30, 1999, and 
the changes in its net assets and its cash flows for the year then ended in conformity 
with generally accepted accounting principles . 

In accordance with Government Auditinq Standards, we have also issued our report dated 
October 25, 1999, on our consideration of University Facilities, Inc . 's internal control 
over financial reporting and our tests of its compliance with certain provisions of laws

, 

regulations, contracts and grants. 
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Respectfully submitted 

DURNIN & JAMES 
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UN IVERSITY FACILITIES , INC 

Hammond, Louisiana 

June 30 . 1999 

The financial statements of University Facilities, Inc. (the Organization) have been 
prepared on the accrual basis. The significant accounting policies that follow are 
provided to enhance the usefulness of the financial statements to the reader. 

I. Qruanization 
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The University Facilities, Inc. is a private nonprofit organization and is 
formed to promote, assist and benefit the mission of Southeastern Louisiana 
University through the acquisition, construction, development, management, 
leasing or otherwise assisting in the acquisition, construction , development, 
management or leasing of student housing or other facilities on the campus 
of Southeastern Louisiana University . The organization 's revenue comes from 
the leasing of facilities to the University of Louisiana System , State of 
Louisiana . 

The Organization is a 
501 (c)(3) of the Internal 
income taxes . 

nonprofit organization as 
Revenue Code and is exempt 

described in Section 
from federal and state 

To ensure observance of limitations and restrictions placed on the use of 
resources available to the organization, the accounts of the organization are 
maintained in accordance with the principles of fund accounting . This is the 
procedure by which resources for various purposes are classified for 
accounting and reporting purposes into funds established according to their 
nature and purposes . Separate accounts are maintained for each fund ; 
however, in the accompanying financial statements, funds that have similar 
characteristics have been combined into fund groups . Accordingly , all 
financial transactions have been recorded and reported by fund group . 

The assets , 

reported in 
liabilities, and net assets of University Facilities, Inc . are 
self-balancing fund groups as follows 

Operating Funds include resources available to support the operations of 
University Facilities, Inc . Primary support is provided from leasing 
facilities to the University of Louisiana System , State of Louisiana . 

Property Fund includes resources invested in property and equipment used in 
University Facilities, Inc. operations. 

The following methods and assumptions were used by the Organization in 
estimating its fair value disclosures for financial instruments: 
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Hammond , Louisiana 

Cash : The carrying amounts 
position approximate fair value 
instruments . 

reported in the statement of financial 
because of the short maturities of those 

Investments in marketable securities with readily determinable fair values 
and all investments in debt securities are valued at their fair values in th

e 
statement of financial position . Unrealized gains and losses are included 
in the change in net assets. 

Accounts receivable are fully collectible, therefore no allowance for 
uncollectibles is required . 

6 . Statem ent of ~R.h ~lnw~ 

For the purposes of the statement of cash flows, all investments with a 
maturity of 90 days or less from the date of purchase are considered to be 
cash equivalents . 

7 . Estimates 
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The preparation of financial statements in 
accounting principles require management 
that affect certain reported amounts and 
results could differ from those estimates 

conformity with generally accepted 
to make estimates and assumptions 
disclosures . Accordingly

, actual 
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UNIVERSITY FACILITIES , INC 
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Unrestricted contributions, pledges, and grants are recognized as revenue in 
the statement of financial activity upon receipt. Other unrestricted 
revenues are recognized as earned either upon receipt or accrual . 
Expenditures of unrestricted funds are recognized as expenses when expended 
or upon incurrence of the related liability . 

The Organization has adopted Statement of Financial Accounting Standards 

(SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations". Under 
SFAS NO . 117, the Organization is required to report information regarding 
its financial position and activities according to three classes of net 
assets : unrestricted net assets, temporarily restricted net assets, and 
permanently restricted net assets. In addition, the Organization is required 
to present a statement of cash flows. As permitted by the new statement, the 
Organization does not use fund accounting . 

II. Contributions 

The Organization has also adopted SFAS No . 116, "Accounting for Contributions 
Received and Contributions Made". Contributions received are recorded as 
unrestricted, temporarily restricted, or permanently restricted support 
depending on the existence or nature of any donor restrictions . 

12. Deferred Financina Costs 
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The cost of issuing mortgage revenue bonds are deferred and amortized over 
the life of the bonds as a financing expense . In the event all remaining 
bonds outstanding under a particular issue are retired, the unamortized 
balance is recognized as a component of the loss from the early 
extinguishment of debt. 

Original issue discounts realized upon issuance of bonds are deferred and 
presented as a reduction of the face amount of bonds payable on the balance 
sheet. The deferred amount is amortized over the life of the bonds as a 
component of interest expense . In the event all remaining bonds outstanding 
under a particular issue are retired, the unamortized balance is recognized 
as a component of the loss from the early extinguishment of debt . 

Fixed assets are recorded at cost or, in the case of donated property , at estimated 
fair market value at the date of receipt. Depreciation is calculated by the 
straight line method for all property acquired. Estimated useful lives of property 
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UNIVERSITY FACILITIES , INC 

Hammond, Louisiana 

used in depreciation calculations will 

Depreciation was $57,879 for fiscal year 
repair are charged against revenues as 
improvements are capitalized . 

be adopted at the appropriate time . 

1999 . Expenditures for maintenance and 

incurred; cost of major additions and 

Property and equipment consist of the following at June 30 , 1999 

Leasehold Improvements 
Furniture Fixtures and Equipment 
Construction In Progress 

Less Accumulated Depreciation 

Total 

Expenses incurred were for 

Proa ram S 

G 

$2,779,635 
278 ,0ii 

3.996.pp$ 
7,054 ,639 

(57,879 

~UDD ort ~erv Jces 

ral & Administratlv~ 
1999 

$ Personal Services $ 
Related Benefits 
Travel 
Operating Services 
Supplies 
Professional Services 

Capital Assets 
Depreciation and 

Amortization 

$ 

42 ,394 
1 ,401 
7 ,487 

7? .949 

$I_~ ,231 

42 ,394 

1 ,401 
7 ,487 

. 77 .949 

$~29.231 

The estimated fair values of the Organization 's financial instruments
, none of which 

are held for trading purposes, are as follows: 

Financial Assets 
Cash 

Carrying 
Amount 

$~ , 828 

Fair 
V~Iue 

$. 22,828 

AS of May 6, 1998, the Organization entered into a non-cancellable operating lease 
for approximately 10.36 acres of land owned by the University of Louisiana System

, 
State of Louisiana, located on the campus of Southeastern Louisiana

. The lease 
commenced May 6, 1998 and ends at midnight on July 15

, 2027, or the date on which 
bonds issued on behalf of the organization to pay for construction of facilities 

have been paid in full, whichever is later. The lease requires $I annually in 
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advance, with the first such payment being due on May 6, 1998 and a llke installment 
due on each anniversary thereafter during the term of the lease. 

The Organization, through its governing authority, entered into a loan and 
assignment agreement with Hammond-Tangipahoa Home Mortgage Authority (the 
"Authority") dated May I, 1998 in connection with the issuance of $8,650,000 
aggregate principal amount of Hammond-Tangipahoa Home Mortgage Authority Revenue 

Bonds (University Facilities, Inc. Project) Series 1998 (the "Bonds"), the proceeds 
of the sale of such Bonds to be loaned to the Organization for the purpose of 
acquiring, constructing and equipping a student housing facility, including all 
equipment, furnishings, fixtures and facilities incidental or necessary in 
connection therewith for the Corporation to be located on the campus of the 
University in Tangipahoa Parish, Hammond, Louisiana, and to be leased to the 
University of Louisiana System, State of Louisiana, also known as the University 
of Louisiana System (the "Board") for the benefit of the University (collectively, 
the "Facilities"), (ii) funding a deposit to the reserve fund, and (iii) paying 
costs of issuance of the Bonds. The Trust Indenture relative to the bonds requires 
that upon delivery of and payment for the Bonds, the following special trust funds 
and accounts shall be established and maintained with the Trustee so long as any 
bonds issued under the Indenture are outstanding to be used for the following 

purposes : 

] The Bond Proceeds Fund shall be maintained with the Trustee and used to 
receive the proceeds of the Bonds ; to transfer to the Interest Account in the 
Debt Service Fulld that portion of the proceeds of the Bonds representing 
accrued interest on the Bonds in an amount specified in the request and 
authorization delivered pursuant to Section 3.12; to transfer to the Debt 
Service Reserve Fund an amount of proceeds equal to the Debt Service Reserve 
Fund Requirement; to retain such sum, in a special account called the Costs 
of Issuance Account, as shall be specified in the request and authorization 

delivered pursuant to Section 3.12; and to transfer to the Project Fund the 
balance of the proceeds of the Bonds. 

The Debt Service Fund and its corresponding Accounts shall be maintained with 
the Trustee and used for the following purposes: 

a . The Interest Account shall be used to receive the portions of the Payments 
applicable to interest on the Bonds; to receive the accrued interest on 
the Bonds paid by the purchasers of the Bonds on the Closing Date as 

provided in Section 4.1(a) hereof; and to pay the interest o11 the Bonds 
as it becomes due and payable; and 

b The Principal Account shall be used to receive the portion of the Paym ents 
applicable to the principal requirements of the Bonds; to pay the 
principal of the Bonds as it becomes due and payable whether at maturity 
or upon scheduled sinking fund redemption; and, if funds are available for 
such purpose and at the written direction of the Authority, to effect the 
redemption of the Bonds prior to their maturity in accordance with the 
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Hammond, Louisiana 

redemption provisions thereof or the purchase of Bonds prior 
maturity in the open market at 
amount thereof, premium, if any 

a price not in excess of the 
plus accrued interest . 

to their 
principal 

The Project Fund shall be maintained by the Trustee in trust and shall be 
used to receive the immediate transfer from the balance of the proceeds of 

the Bonds as provided in Section 4.1(a) hereof. Moneys in the Project Fund 
shall be applied to the payment of the Costs of the Facilities pursuant to 
the procedure established in Section 4 .9 hereof and, pending such 

application, shall be subject to a lien and charge in favor of the 
Bondholders for the further security of such Bondholders until paid out or 
transferred as herein provided . 

The Debt Service Reserve Fund shall be maintained with the Trustee and used 
to receive proceeds of the Bonds and to transfer to the Interest Account or 
the Principal Account of the Debt Service Fund such amount as shall be 
necessary to remedy any deficiency therein . Whenever the amount in the Debt 
Service Reserve Fund, together with the amount in the Debt Service Fund, is 
sufficient to pay in full all outstanding Bonds in accordance with their 
terms, the funds on deposit in the Reserve Fund shall be transferred to the 
Debt Service Fund and shall be available to pay all outstanding Bonds in 
accordance with their terms. 

The Replacement Fund shall be maintained with the Trustee and used to fund 
the cost of replacing any worn out, obsolete, inadequate , unsuitable or 
undesirable property, furniture, fixtures or equipment of Lessee placed upon 
or used in connection with the Facilities. 

The Rebate Pund shall be maintained with the Trustee and used to make all 
rebate payments owed to the United States under the Code. 

The Capitalized Interest Fund shall be maintained with the Trustee. The 
capitalized Interest Fund shall be funded on the date of delivery of the 

Bonds from the proceeds thereof in the amount of $493,000.00. The amounts 
on deposit in the Capitalized Interest Fund shall be transferred by the 
Trustee as necessary for deposit to the Debt Service Fund to be used to pay 
the first payments of debt service on the Bonds. Earnings on amounts in the 
Capitalized Interest Fund shall be retained in such fund and used to pay debt 
service on the Bonds. Any amounts remaining in the Capitalized Interest Fund 
after payment of the July 15, 1999 debt service payment shall be transferred 

to the Project Fund. 

~low of Funds 
the Payments 
Agreement and 
to be applied 

1 

The Authority covenants and agrees to cause the Corporation to pay 
in the amounts, time and manner as provided in Section 4 .2 of the 
the Trustee agrees to cause the Paym ents with respect to the Bonds 
in the amounts, time and manner as hereinafter provided : 

Semiannually , on or before each January 15 and July 15, commencing January 
I5, 1999, an amount equal to the principal of, premium , if any , and interest 

Ii 
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NOTE~ TO V TN AN C IA], ~T hTEME]~T~ {C(]NT T~ IVD 

due and payable on the Bonds on such January 15 or July 15, as the case may 
be : 

Monthly following any drawing on the Debt Service Reserve Fund in accordance 

with Section 4.12 hereof, an amount equal to one-twelfth (I/12th) of the 
amount necessary to cause the amount on deposit in the Debt Service Reserve 
Fund to equal the Debt Service Reserve Fund Requirement within twelve months. 

Into any of the other foregoing funds an amount sufficient to make up any 
deficiency in any prior payment required to be made into such fund and to 
restore any loss resulting from investment or other causes from such fund and 
any other paym ent required to be made to such fund by this Indenture, within 
ten days of the Corporation's receipt of notice from the Trustee of such 
deficiency, loss or required payment. With respect to the Replacement Fund, 
the Trustee shall send to the Corporation notice of any deficiency on or 
before January 5 of each year ~ 

The required payments for Section 4 .2 (a) above shall be reduced by any surplus 
amount contained in or investment income received in or transferred to the Interest 

and/or Principal Accounts. 

Investments . Moneys contained in the funds and accounts held by the Trustee shall 
be continuously invested and reinvested by the Trustee at the direction of the 
Corporation in Permitted Investments, to the extent practicable , that shall mature 
{or be readily convertible to cash) not later than the respective dates, as 
estimated by the Trustee , when the moneys in said Funds and Accounts shall be 
required for the purposes intended , and : 

3 

4 

No such investment shall be required 
available therefor is at least equal 

to be made unless the cash at the time 

to $I,000; 

The Trustee shall be authorized, to the extent necessary to enable the 
Trustee to discharge or perform its obligations hereunder, at any one or more 
times to sell any part or all of the investments whenever it may, for any 
reason or purpose whatsoever, deem any such sale to be desirable ; 

Any inco~ne derived from and any profit or loss on any such investment of 
moneys on deposit in any such fund or account shall be credited or debited, 
as the case may be, to the respective fund or account in which earned except 
that earnings in the Debt Service Reserve Fund shall be transferred to the 
In terest Account : 

No Permitted Investments in any fund or account may mature beyond the latest 
maturity date of any Bonds outstanding at the time such Permitted Investments 
are deposited . For the purposes of this section , the maturity date of 
repurchase agreements for obligations is the maturity date of such repurchase 
agreements and not the maturity date of the underlying obligation except as 
otherwise permitted in writing by the Bond Insurer; and 

5 . No float forward or forward purchase agreement or other arrangement 
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UN IVERSITY FACILITIES , INC 

Hammond . Louisiana 

agreement or financial product may be utilized in connection with the Debt 
Service Fund unless the Bond Insurer so permits and the terms thereof 
(including, without limitation, the parties thereto) are satisfactory to the 
Bond Insurer and, if satisfactory to the Bond Insurer, such agreements will 
constitute Permitted Investments. 

An Authorized Corporation Representative shall give to the Trustee directions 

respecting the investment of any money required to be invested hereunder, subject, 
however, to the provisions of this Article V of the Agreement, and the Trustee shall 
then invest such money under this Section as so directed . The Trustee shall in no 
event have any liability for any loss resulting from the investment of moneys in 
accordance with the directions of the Authorized Corporation Representative . The 
Trustee shall furnish the Authority annually with a written copy and the Corporation 
with a written copy, on at least a monthly basis, of the types, amounts, yield and 
maturities of all such investments. 

As of June 30, 1999, balances in the Debt Service Fund, the Debt Service Reserve 
Fund , the Replacement Fund and the Capitalized Interest Fund were in accordance with 
the Bond Indenture Requirements . 

G . CHANGES IN GENERAL LONG-TERM OBLIGATIONS 

The following is a summary of the long-term obligations transactions for University 
Facilities, Inc . for the year ended June 30, 1999: 

Revenue Bonds 

Balance 

July i, 
1998 

$8.650,000 

Lea ses or 

Bonds 

Issued 

Bonds Retired 
and Other 

Reductions 

Revenue bonds are comprised of the following individual issues 

$8,650,000 Hammond-Tangipahoa Home Mortgage Authority 
Revenue Bonds (University Facilities, Inc. Project) 
Series 1998 due in Annual Installments of $145,000 to 
$580,000 through July 15, 2027; Interest at 4.20% - 
5.50% (Payable from the lease proceeds relative to 
leasing facilities to the University of Louisiana System 
State of Louisiana) 

Balance 
June 30 , 

1999 

$8,650,000 

At June 30, 1999, University Facilities, Inc. has accumulated $614,172 in the Debt 
Service Fund for future debt requirements for the Revenue Bonds . The annual 
requirements to amortize all bonds outstanding at June 30, 1999, including interest 

of $8,575,400 is as follows: 

13 
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Hammond, Louisiana 

NO? R~ TO FINAN CIA L RTAT~MVNT~ {CONT T~ ]RD 

Y ea r Ende~ Jnn~ SO 

2000 

2001 
2002 

2003 
2004 

2005 - 2027 

Interest Portion 

H . INVESTMENT SECURITIES 

Revenue 
Bonds 

$ 457,138 
596 ,301 
599 ,660 

597,636 
600,011 

14 .374 .654 
17 ,225,400 

8 .575.400 

$ 8,650,oo0 

Total 

$ 457,138 
596 ,301 
599 ,660 

597,636 
600,011 

14 .374 .654 
17 ,225 ,400 

8 .575 .400 

$ 8,650,0o0 

]nvestments are stated at fair value and consist primarily of units in a federal 
trust for U .S . Treasury obligations as follows : 

U .S . Treasury obligations 

Fair 
CQ~  Value 

$1,530,666 $1,530,666 

Unrealized 
Appreciation 

]DgDreciatlon) 
$ 

These funds represent board designated amounts set aside for the purpose of 
providing funds for construction of facilities . 

Investment return is summarized as follows 

Interest income 
Rental income 

$ 1,586 
152 ,375 

$~53,961 

Financing of $3,000,000 renovations/additions to the War Memorial Student Union has 
been approved . University Facilities, Inc. serves as a conduit for receiving funds 

and making expenditures for this project on behalf of Southeastern Louisiana 
University . In this capacity, a receipt from Aramark Educational Services, Inc. 

in the amount of $417,991 was deposited in University Facilities, Inc. bank account 
to be used for renovations~additions, and is reflected in the statement of financial 
position as a construction deposit . 

J . YEAR 2000 ISSUE 

The year 2000 issue is the result of shortcomings in many electronic data processing 
systems and other electronic equipment that may adversely affect the Organization 's 
operations in the year 2000 and beyond . The University Facilities, Inc. uses an 
outside source to process its accounting . This outside source advised the 
Organization that it is year 2000 compliant . The University Facilities, Inc . is 
dependent on funding from various sources. The effect, if any the year 2000 
compliance would have on the Organization's ability to obtain funding is not 
determinable . 
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University Facilities, Inc 

c/o Stephen Smith 
SLU Box 10709 
Hammond, Louisiana 70402 

We have audited the financial statements of University Facilities, Inc ., a nonprofit 
organization , as of and for the year ended June 30, 1999, and have issued our report 
thereon dated October 25, 1999. 
accepted auditing standards, and 
in Government Auditin~ Standards. 

Commlian~  

We conducted our audit in accordance with generally 
the standards applicable to financial audits contained 
issued by the Comptroller General of the United States. 

As part of obtaining reasonable assurance about whether University Facilities, Inc .'s 
financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts and grants, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts . However, 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 instanees of noncompliance that are 
required to be reported under Government Auditinq Standards . 

Internal ~antro ] over Financial Renortina 

In planning and performing our audit, we considered University Facilities, Inc .'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 reporting would not necessarily disclose all matters in 
the internal control over financial reporting that might 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 
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UN IVERSITY FACILITIES , INC 

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 over financial reporting and its operation that we consider to be 
material weaknesses . 

This report is intended for the information of management, the Louisiana Legislative 
Auditor, and federal awarding agencies and pass-through entities . However, this report 
is a matter of public record , and its distribution is not limited . 

19 

Respectfully submitted 

DURNIN & JAMES VPA, s 



 



 



 



 



 



 


