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1900 Deposit Guaranty Tower 
333 Texas Street 
Shreveport, LA 71101-3692 

Independent Auditors' Report 

Tile Board ofl)ircctors 
Biom edical Research Foundation of N orthwest Louisiana 

W e have audited the accompanying statements of financial position of tile Biomedical Research 
Foundation of Northwest Louisiana (the "Foundation") as of December 31, 1998 and 1997, and the related 
statemeuts of financial activities and cash flows for the years then ended. These financial statentents arc 
the responsibility of the Foundation's m anagem ent. Our responsibility is to express an opinion ou tltese 
financial statements based on our audits. 

W e conducted our audits in accordance w ith geaerally accepted auditing standards and the staudavds 
applicable to financial audits contaittcd in Government Auditing Standards issued by the Cotnptroller 
General of the United States. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free of material m isstatement. An audit 
includes exam ining, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statctnents. A n audit also inchtdes assessing the accounting principles used and significant estimates m ade 
by m anagem ent, as w ell as evaluating the overall financial slatem ent presentation. W e believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all nlaterial respects, the 
financial position of the Biomedical Research Foundation of N orthwest Louisiana as of D ecem ber 31, 
1998 and 1997, and the changes in its uet assets and its cash flows for the years then ended in conform ity 
w ith generally accepted accounting principles. 

ht accoldancc with Government Auditing Standards, we have also issued our report dated M arch 12, 1999 
on our consideration of the B~,omedical Research Foundation of N orthwest Lonisiana's internM eontro 
over financial reportiug and on our tests of its compliance with certain provisions of laws, regulations 
contracts and grants. 

M arch 12. 1999 

lllll , 



I]IO M EI)ICAL RESEARCII FO UNI)ATION O F NORTItW EST LO UISIANA 

A ssets 

Statements of Financial Position 

Decem ber 31, 1998 and 1997 

Cash and cash equivalents 
Receivables: 
G rants 
Cacldo Parish Comm ission 
Pledges 
Accrued interest 
F, mlt 
Positron Emission Tomography (PET), net of allowance 
of$156,668 and $45,888, respectively 

Other 
Prepaid expenses and other 
]nvcstnlents 
l'lant assets, net 

Total assets 

Liabilities and Net Assets 

Liabilities: 
A ccounts payable and accrued expenses 
N otes payable 
Advanced payments - Positron Emission Tomography (PET) 

Total liabilities 

N et assetsl 
Unrestricted 
Tem porarily restricted 
Perm anently restricted 

Total net assets 

Total liabilities and net assets 

See accom panying notes to financial statem ents 

1998 1997 

548,179 

237,347 
207,999 
24,250 

237,860 

188,235 
37,088 
1,789 

3,301,792 
31,959,766 

37,744.305 

301,399 
,322,782 
191.123 
815,304 

8,634,615 
25,585,012 
1,709,374 

35,929,001 

37,744,305 

2,845,108 

223,852 
352,573 
100,750 
29.728 

62,535 
26,025 
19,098 

4,551,319 
33,234,051 

41,445,039 

491,359 
972,956 
225,000 
689,315 

9,256,101 
28,153,650 
2,345,973 
39,755,724 

41,445,039 



BIO M EDICAL RESEARCIt FOUNDATION OF NORTItW EST LO UISIANA 

Support and Revenue 

Support - Philanthropic 

gevcnue: 
Rental inconic 
Local government operating grants 
Grants alld contracts 
lnveslnlelit incotne 

Statem ent of Financial Activities 

Positron Emission Tomography (PET) 
Loan recovery, including interest 

Y ear ended D ecem ber 31, 1998 

Unrestricted 
Temporarily I'ermancntly 
Restricted Restricted Tota 

$ 235,245 142,13 

3,071,742 
792,210 

1,889,034 
408,623 
508,231 
212,211 
104.011 

6.986.062 

302,090 
131,866 

433.956 
Totalsupportand 
revenue 7,221,307 576,087 

Reclassifications 

Net assets released from restrictions 
for operations 

Net assets released from restrictions 
for depreciation 

Total support, revenue 
and reclassifications 

Progranl services: 
Sciem ific research initiatives: 

Sponsored rescarch and support 
for scientific investigators 

l.eased research facilities 
Econom ic development initiatives: 

Research and technology park 
Grants, loans and financiaI, incentives 

Positron [:mission Tomography (PET) 
Support services: 
M anagement and general 
Fund-raising 

Total expenses 

Change in llel assets before transfers 

Other - transfer of assets to LSUM C - 
Shreveport Foundation 

Change ill net assets 

Net assets, beginning of year 

Nct asscts, end of year 

336,766 (336,766) 

1.~91.653 

8.649.726 

1,662,298 
2,525,491 

1,081,594 
496,364 

1.825.180 

561,727 
83.479 

9,236,133 

(586,407) 

(35,079) 
(621,486) 

9,256J01 

$ 8,634,615 

See accoml)anying notes to financial statements 

_  0,B91,653) 

(852,332) 

(2,568,638) 

28.153.650 

25,585.012 

_  (636,599) 
(636,599) 

2.345.973 

1,709,374 

377,376 

3,071,742 
792,210 

2,191,124 
540,499 
508,231 
212,211 
104,011 

7.420.018 

7.797.394 

7.797.394 

1,662,798 
2,525,491 

1,081,594 
496,364 

1.825.180 

561,727 
83.479 

9.236.133 

(1,438,739) 

~ (2,387,98~ _ 
(3,826,723) 

39.755.724 

35.929.00 



BIOM EDICAL RESEAR CI1 FOUNDATION OF N ORTH W EST LOUISIANA 

Statem ent of Financial A ctivities 

Year ended Decem ber 31, 1997 

Support and Revenue 

Support - Philanthropic $ 

llevenl,le: 
Rem al income 
Local govcm olent operatin g grants 
GraJlts and contracts 
hlvestnlent il/conlc 
Positron Emission Tomography (PET) 
Loan recovery, including interest 

Other income 

3,004,154 
1,378,456 
2,674,263 
274,551 
174,689 
310.000 
9.78 

Tem l)orarily Pernlanently 
Res(ricled Restrie|ed Tota 

4,560 50 318,615 

467,705 
155,684 88 

7,825,894 623,389 
Total support and 

revenue 8,129,899 637,949 

Rec|assificaiions 

Net assets released fronl restrictions 
for operations 

Net assets released from restrictions 

for depreciation 
Total support, revenue 
and reclassifications 

Expenses 

Program services: 
Scientific research initiatives: 

Sponsored research and support 
for scientific investigators 

Leased research facilities 
Econom ic development initiatives: 

F.esearch and technology park 
Grants, loans and financial incentives 

Positlron Fmission Tomography (PET) 
Support services: 

M anagem ent and general 
Fund-raising 

Total expenses 

Change ill net assets 

Net assets, beginning of year 

Net assets, end of year 

854,866 (854,866) 

1,091,653 (I,091,653) 

0,076,418 (.I,308,570) 

3,478,664 
2,570,735 

694,193 
615,119 

1.771.711 

1,159,268 
121,609 

10,411,299 

(334,881) 

9,590,982 

$ 9,256,101 

See accompanying notes to financial statements 

(I,308,750) 
29,462,220 

28,153,650 

88 

3,004,154 
1,378,456 
3,141,968 
430,323 
174,689 
310,000 
9.781 

8.449,37 

8.767.986 

8.767.986 

3,478,664 
2,570,735 

694,193 
615,119 

1.771.711 

1,159,268 
121,609 

10,411,299 

38 (I,643,313) 

2.345.835 

2.345.973 

41,399,037 

39,755,724 



BIOM EDICAL RESEARCH FOUNDATION OF NORTHW EST LOUISIANA 

Statem ent of Cash Flow s 

Years ended Decem ber 31, 1998 and 1997 

Cash flows from operating activities: 
Chan~,c ill net assets 
Adjustments to reconcile change in net assets to net 
cash (used in) provided by operations: 
Depreciation 
Equipnlent received ill lieu of payment on note receivable 
Net realized and unrealized Joss (gain) on investments 
(Increase) decrease in receivables 
Decrease in prepaid expenses and other 
l)ecrease iu accounts payable and accrtled expenses 
Decrease in advance paym ents 
Contribution of land 
N et book value of assets transferred to LSUM C 
Contributions restricted for long-term investm ent 

Net cash (used in) provided by operating activities 

Cash flows from investing activities: 
Purchases of investm ents 
M aturities of investm ents 
Proceeds from sale of investments 
Purchase of plant assets 
Disposal of plant assets 

N et cash provided by investing activities 

Cash flows from financing activities: 
Proceeds from contributions restricted for long-term 
investm ents - iuvestulent in endowm ent 

lssuance of notes payable 
Paym ents owl notes payable 

Net cash provided by financing activities 

N et decrease in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

1998 1997 

$ (3,826,723) (1,643,313) 

2,170,406 
(212,211) 
082,265) 
(137,316) 
17,309 

(189,960) 
(33,877) 
(81,5o0) 
35,079 

(2,441,058) 

(3,182,451) 

4,614,243 
(637,489) 

794,303 

449,457 

(99,631 ) 
349.826 

2,062,028 

(49,436) 
168,327 
3,319 

(47,168) 

(5O) 
493,707 

(410,001) 
400,000 

(783,53o) 
6,358 

(787,173) 

50 
330,300 

(107,344) 
223,006 

(1,296,929) (70,460) 

2,845,108 2,915,568 

$ 1,548,179 

N oucash activities: 
l/quipmeut received in lieu of payment on note receivable $ 212,2 

Net [look value of assets transferred to LSUM C-Shrcveport 
Foundation $ 35,079 

See accom panying notes to financial statem ents 

$ 81,500 

2,845,108 



BIO M EDICAL I~,ESEAR Ctl FOUNDATION OF N O R TIIW EST LOU ISIANA 

Notes to Financial Statements 

December 31. 1998 and 1997 

(1) Sunmlary of Activities and Accounting Policies 

Thc Biomedical Research Foundation of Northwest Louisiana (the "Foundation") is a publicly 
snpporled not-for-profit organization engaged in tile creation, expansion and support of enterprises 
thai advance healtb care delivery, medical research and technology and tile econom ic developnlent 
of Northwest i.ouisiana. Tim significant accounting policies followed arc described below : 

Basis of Financial Statentents 
The accompanying financial statements have been prepared on the accrual basis ill accordance \vii 
generally accepted accounting principles for not-for-profit organizations. 

N cl assets and revenues, expenses, gains and losses 
absence of donor-im posed restrictions. Accordingly 
therein are classified and reported as follows: 

are classified based upon tim existence or 
net assets of the Foundation and changcs 

1.Jnreytyicted net assets - Net assets that are not subject to donor-imposed stipulations 

]'e!u2~orarjlxyestricted net assets - Net assets subject to donor-imposed stipulations that may or 
w ill be m et either by actions of the Foundation and/or passage of tim e. 

p.ernka0entJv restricted net assets - Net assets subject to donor-imposed stipulations that they be 
maintained permanently by the Foundation. Generally, the donors of these assets perm it the 
Fore, clarion to use all of, or part of, the i~come earned on the related investments for geacra! 
or specific pnrposes. 

Revenues ate reported as increases in unrestricted net assets unless use of tile related assets is 
lim ited by donor-im posed restrictions. Expenses are reported as decreases in unrestricted net assets. 
Gains and losses on investments and other assets or liabilities arc reported as increases or decreases 
in unrestricted net assets unless their use is restricted by explicit donor stipulation or by law. 
F.xpiration of temporary restrictions on net assets (i.e., lhe donor-stipulated purpose has been 
fldfilled and/or the stipulated time period has elapsed) is reported as reclassifications between the 
applicable classes of net assets. A policy footnote follows on tile Foundation's method of repoIling 
tem porarily ~estricted net assets. 

Contributions, including unconditional prom ises to give, are recognized as revenues in the period 
received. Conditional prom ises to give are not recognized until they becom e unconditional, that is, 
when tile conditions on which they depend are substantially met. Contributions of assets other than 
cash are recorded at their estimated fair value. An allowance for uncollectible contributions 
receivable is provided based upon managcment's judgment including such factors as prior collection 
hislory, type of contribution and nature of fund-raising activity. 

6 



I]I01~fEDICAL RF, SEARCH FO UNDATION O F NORTIIW EST 1 ~O UISIANA 

Notes to Financial Statements 

December 31, 1998 and 1997 

Income and realized net gains oil ilw estments of endowment and sim ilar fuads arc reported as 
:Follows: 

as in creases ill permanently restricted net assets if the term s of the gift require that they be 
added to tile principal of a permanent endowment fund; 

as increases in temporarily restricted net assets if tile term s of the gift impose restrictions oil 
the use of the incom e; 

as increases in unrestricted net assets ill all other cases. 

During 1998, the Foundation transferred $2,387,984 in m~restriclcd
, temporarily restricted attd 

permanently restricted net assets, representiltg funds donated for support of scientific investigators
, 

to tile LSUM C - Shreveport Foundation. This transfer has been reflected as art other item in the 
accompanying statem ent of financial activities. 

Recovery of indirect costs relating to government-sponsored grants is recognized by the Foundation 
as revellue ill grants and contracts. Indirect costs are recovered at authorized rates ill effect

. 

Tax Status 

The Foundation is a not-for-profit organization and is exempt from income taxcs under Section 
501(c)(3) of file Internal Revenue Code. 

Cash attd Cash Equivalent~ 

};or purposes of financial presentation, the t:omldation considers all highly liquid debt instruments 
with an original maturity of three months or less to be cash equivalents. 

Lung- Term  ]nvesDnents 

hw estmem s in equity securities with readily determ inable fair values and all investments in debt 
securities are reported at fair value with gains and Josses inclnded in the statement of activities as a 
cottlponent ofinvestnlent income, l.ong-ternl investnlents consist ofinvestnlents ill U

.S. governnleu[ 
secttrities, eOlnlllon stocks and mutual funds. 

Receivable front Caddo Parish Contmission (CPC) 

On April 3, 1993, an election was held by tile CPC to levy a special tax of two m ills on all property 
subject to taxation for five years beginning with the year 1993 mid ending with tile ycar ! 997 for tile 
purpose of econom ic dcvelopm cnt through tile Biom edical Rescarch Foundation

. In O ctober 1997, 
the votels of Caddo Parish renewed lbis m illage for a len year period. Receipt of fimds by thc 
Foundation is subject to the CPC's approval of budgets submitted by tile Foundation. The 
accompanying financial statements reflect revenue of $792,210 ond $1,378,456 for 1998 and 1997, 
respectively, for am ounts the Foundation has applied for and tile CPC has approved

. 



BIO M EDICA l, R ESEAR Ctt FO UNDATION O F NO RTH W EST LO UISIANA 

N otes to Financial Statements 

Decem ber 31, 1998 and 1997 

.Plat~t Assets" 

Land, building, fim liturc, and equipment arc stated at cost. Costs of maintenance and repairs are 
charged to expense when incurred; costs of renewals and bettermcnls arc capitalized. Depreciation 
of flm liturc and equipm ent is provided over 'the estimated useful lives of the respective assels o11 a 
straight-line basis. 

Adwlnced t'osi/ron Em ission Tom ography Paym ent.~ 

"['he Foundation entered into an agreement with W illis-Knighton M edical Center and Schumpcrt 
M edical Center whereby the Foundation would use funding that was received from each hospital for 
the Positron Emission Tomography Center (PET). The revenue is recognized as services are 
provided by the Foundation to patients referred by tile hospitals. 

Temporarily Restricted ]Vet Assets 

Contributions received w ith donor-im posed restrictions that are m et in the sam e year as received arc 
reported as revenues of the tem porarily restricted net asset class, and a reclassification to 
unrestricted net assets is m ade to reflect the expiration of such restrictions. 

Certain restrictions exist relating to tile use of the building for a stated tim e period. These 
restrictions expire over a ten year period ending January 18, 2004. A m ounts required for 
depreciation expense w ill be released from restriction each year with the remaining amount being 
released at the end of the ten year period. 

Reclassifications 
Cerlain amotmts relating to 1997 have been reclassified ill tile accompanying financial statements to 
conform w ith the 1998 presentation. 

12se of Estimates 
M ai/agcm cnl of tile Fotm dation has m ade a number of estim ates and assmnptioas relating to the 
assets and liabilities and the disclosure of contingent assets and liabilities to prepare these financial 
statem ents in conform ity with generally accepted accounting principles. Actual rcsults could differ 
fronl those csthna/es. 

Program Services - Econom ic D evelopm ent Initiatives 

Financial incentives to encourage the establishment, recruitment and growth of businesses and 
private development for the area may sometimes be structured as loans. To tile extent such loans are 
m ade to ventures in the developm ental stage, and as such tile ability to repay is uncertain, the loans 
arc expensed as funds are advanced. 



B1O M EIH CA 1, R ESEAR CII FO UNDATION O F N O RTIIW EST LO UISIANA 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

(2) Description of Organization 

The Foundation carries oat its m ission tbrough tile following programs 

Scientific Research Initiatives: 

Sponsored Research - resources expended in support of research projects. These 
expenditures support research projects conducted by the Foundation's own personnel, other 
scientists, or in collaboration with other organizations/universities. 

Support for Scientific Investigators -- donations and residual grant fimds designated by tire 
donor/grantor for tire support of specific scientific research or educational programs and 
expended as directed by an individual scientific investigator or department, 

l.eased Research Facilities - eight floors in the ten story Virginia K . Sheehee Biom ediea 
Research Institute building leased to the Louisiana State University M edical School 
Related operating expenses include utilities, equipm ent and m aintenance, 

F, cononffc Development Initiatives -- activities and projects, wbich in addition to tbe above are 
planned to encourage the grovcth of the scientific and technological communities. These 
include the development of a technology and research park, an incubator facility, and financial 
incentives to encourage the establishm ent, recruitm ent arid growth of businesses and private 
development for the area. 

Positron l'Snission Tomography 
radiopharmaceutical production fac 

lmag&g Center - diagnostic im aging services and 

A4anagement and General- functions necessary to maintain an equitable employment program , 
ensure adequate working environment, provide coordination and articulation of the 
Foundation's program strategy, provide administrative support to the Board of Directors arid 
program services, maintain legal services, and manage tire financial and budgetary 
responsibilities of the Foundation and agency funds. 

l~'und-raising - activities directed toward encouraging and securing philanthropic support, as 
opposed to program services revenues, from individuals, foundations and businesses. 

(3) Pledges Receivable 

Contributions receivable are summarized as follows at December 31, 1998 and 1997: 

1998 1997 

Unconditional contributions expected to be collected in 
Less than one year 
O ne year to five years 

$ 23,250 
1,000 

$ 24,250 

00,750 

100,750 

M ost contributions receivable are due within less than one year, for which their stated amount is a 
reasonable estimate of their fair value. 

9 



BIOM EDICAL RESEARCH FO UNDATION O F NORTIIW EST LO UISIANA 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

(4) Investments 
Investments at Decem ber 31, 1998 and 1997, are as follows 

U .S. Govermnent securities 
M utual funds 
Stock 

1998 1997 

3,238,911 
62.881 

$ 3,301,792 

At Decem ber 31, 1998, the Foundation had investm ents in eight m utual funds 

Following is the composition of investment income at Decem ber 31, 1998 and 1997 

D ividends and interest 
Realized and unrealized gain on investments 

1998 

$ 358,224 
182,265 

$ 540,489 

(5) I'lant Assets 

The composition of plant assets is as follows at December 31, 1998 and 1997 

Land 
Building and im provements 
];urnilure and fixtures 

Less accum ulaled depreciation 

Plant assets, net 

0 

1,217,986 
3,333,333 

4,551,319 

1997 

380,887 
49.436 

430.323 

Estim ated 
U seful 
Lives 1998 1997 

60 years 
5-20 years 

462,963 
28,431,040 
12,095,562 
40,989,565 
9.029.799 

$ 31.959.766 

380,250 
28,293,686 
11,440,238 
40,114,174 
6.880.123 

33,234,051 



BIOM EDICAL P.ESEARCH FOUNDATION OF NORTItW EST I,OUISIANA 

Notes to Financial Statements 

Decem ber 31, 1998 and 1997 

(6) Notes Payable 
N otes payable consists of the follow ing at Decem ber 31, 1998 and 1997 

1998 1997 

Note payable to bank at 8.5% , secured by property, 
due A ugust 1, 1999 581,250 656,250 

N ote payable to an individual at 7.0% , secured by 
property, due June 5, 2007 292,075 316,706 

Note payable to bank at 8.5% , secured by property 
leased to a developm ent stage com pany, due 
M ay 13, 2003 449,457 

1,322,782 

M aturities of long-term debt, by year, at D ecem ber 31, 1998 are as follows 

1999 
2000 
2001 
2002 
2003 
"l'herea~er 

Tota 

664,110 
131,822 
143,017 
155,170 
89,169 
139.494 

$ 1.322.782 

972,956 

Interest paid for the yeal ended I)ecember 31, 1998 and 1997 was $90,202 and $72,394 
respectively. 

(7) Retirement Benefit Plan 
l/,etirement benefits arc provided for substantially all employees through a defined contribution plan 
which is sponsored by the American Chamber of Commerce Executives. The retirement benefits are 
based on the actual value of the employees' account b,alances at the lime of retirement. F, mployees 
m ust be twenty-one years of age and m ust have com pleted one year of service before they becom e 
eligible to participate. Em ployees attain a 20% vested interest in the plan after two years of 
em ployment increasing to 40% , 60% , 80% , and 100%  over the follow ing four years of employment. 
Contributions to the plan are based on the participants' salaries. The employer's contributiml was 
$136,427 and $94,555 for 1998 and 1997, respectively. 



IHOM I';DICAL RESEARCH FOUNDATION OF NORTH W EST LO UISIANA 

N otes to Financial Stalem ents 

December 31, 1998 and 1997 

The Foundation also has a 403(b) ammity plan. No employer contributions are required for this 

(8) ]Federal and State Granls 
In 1996, the Foundation was awarded a $6,640,000 grant by the Department of Fmergy for tile 
establishment of the Center for Bionmdlcal Technology Innovation (CBTI). CBTI will serve as a 
focal point for lhe ongoing biomedical research and development at LSUM C-Shreveport, other area 
universities and at many of the national laboratories and for the clinical testing of producls as a 
result of such research. 

The federal government fimds are received on a cost reimbursement basis. Revenue w ith respect to 
the awards is recognized to the extent of expenses incnrred under the award terms. 

At Decem ber 31, 1998, the Fonndation had incurred expenses in the amotmt of $4,160,915 in 
connection with the establishment of CBT1 of which $237,347 had not been reimbursed by the 
D epartm ent of Energy at Decem ber 31, 1998. 

(9) R.elated Party 
During 1997, the Foundation together w ith three other for profit entities form ed tile Louisiana 
Center for M annfacturing Sciences (Center), a non-profit organization formed to conduct research in 
the m anufacturing sciences and encourage econom ic developm ent for N orthw est Louisiana. Its 
ildtial project was in support of a Department of Energy research and development contract for the 
U.S. Army's Tolally Integrated M unitions Enterprise project. The Foundation is one of four board 
m em bers which have an equal vote in decisions regarding the Center. The Foundation has entered 
into an agreem ent w ith the Center to provide certain adm inistrative and accounting fim ctions until 
such time as the Center has staff to provide such services. During 1998, lhe Center paid the 
Foundation $81,686 for providing these adm inistrative and accounting services. The Foundation 
also leases property and equipment to lhe Center. See note 10. 

In addition, the Foundation is tile guarantor on a line of credit for the Center and receives an annual 
fee of 3% on the balance for providing such. The balance of the lille of credit was $175,796 at 
Decem ber 31. 1998. 

(10) Rental Income 
In 1994, the Foundation entered into a cooperative endeavor agreem ent w flh tile Board of 
Supervisors of Louisiana State Unlversity and Agricultural and M echanical College. This agreement 
sels forth, in part, lbe terms of lhe lease of eight of lhe ten floors of the V irginia K . Sheehee 
Biom edical Research lnstitnte to the University. The agreem ent has four renewals of three years 
each and was renewed in 1997. The University paid the Foundation $2,854,320 in each of 1998 and 
1997. 

2 



BIO M EDICAL RESEARCH FOUNDATION OF NORTItW EST LO UISIANA 

N otes to Financial Statem ents 

December 31, 1998 and 1997 

During M ay of 1998, the Foundation entered into a sublease agreement w ith the Center for the lease 
of approximately 15,000 square feet of office and warehouse space in Shreveporl, Louisiana. Under 
tile agreement, the Foundation will receive $8,500 per month through April 30, | 999 and $9,000 per 
m onth from M ay 1, 1999 ending April 30, 2000. Prior to tile signing of the sublease agreement, the 
Foundation received approximately $20,500 in rental income from the Center for the months of 
February through M ay, which is offset against rent expense in support services - m anagement and 
general. The sublease agreement bas three consecutive twelve montb renewal periods at a rate of 
$10,000 per month, and shall be renewed at the discretion of the Center. For the fscal year ended 
December 31, 1998, the Foundation received $59,500 in rental income under this agreement. 

In January 1999, the Fonndation entered into a lease agreement w ith the Center for the lease of 
m ovable personal property. Under the agreement, 
a ]period of fifty-four months ending June 30, 2003 
option to purchase the equipment for one dollar. 

the Foundation will receive $5,000 per month for 
At the expiration of the lease, the Center has the 

(11) Program Services 

From 1994 through 1997, the Foundation loaned ICON Industrial Controls Corporation ("ICON") 
approximately $4,000,000 for the purpose of establishing a research facility in Northwest Louisiana. 
Because ICON was considered a developm ental stage com pany, these ]oans were expensed as 
advanced. 1)uring 1997, ICON repaid $266,205 of principal and $43,795 of interest on the loans. 
Th, e balance of the loans to ICON totaled $4,540,815 at December 31, 1997, which was composed of 
$3,748,866 of outstanding principal and $791,949 of accrued interest. Subsequent to l)eeember 31, 
1997, ICON was placed into involuntary bankruptcy trader Chapter 7. A settlem ent agreement was 
approved by the U.S. Bankruptcy Court for the W estern District of Louisiana in October 1998. The 
settlem ent agreem ent provided, in part, that the Foundation acquire title to various tangible assets 
whose aggregate fair value was dctem fined to be approximately $212,000. 

(12) Contingencies 

The l:oundation receives a substantial portion of its revenues from government grants and contracts, 
all of which are subject to audit by the federal government. The ultimate determination of amounts 
received under these programs generally is based upon allowable costs reported to and subject to 
audit by the government. Until such audits have been completed and final settlement reached, there 
exists a contingency to refund any amount received in excess of allowable costs. M anagement is of 
the opinion that no material liability w ill result from such audits. 

The Foundation receives, directly or indirectly, a substantial portion of its revenues from the 
D epartm ent of Energy and local governm ent agencies' grants and property tax m illages. A lthough 
the Foundation does not anticipate a material change in these revennes, there is a possibility that the 
continued fnnding of ~.hese revenues at current levels cotdd be altered in the future. 

At December 31, 1998, the Foundation had agreed to fund research and equipment purchases 
totaling $2,000,000, contingent upon certain criteria being met. 



BIO M EI)ICAL RESEARCtl FOUNDATION OF NORTH W EST LO UISIANA 

N otes to Financial Statem ents 

December 3l. 1998 and 1997 

(13) Net Assels 

Unrestricted net assets consist ofthefollowing at December 31, 1998 and 1997: 

1998 1997 

For current operations 
Investm ent in plant and equipm ent 

$ 2,179,710 
6.454.905 

$ 8,634.615 

2,268,737 
6.987.364 

9,256,10 

q'cmporarily restricted net assets at December 31, 1998 and 1997, consist of the following: 

1998 1997 

Designated for specific operating purposes 
Time restricted funds 
Investm ent in plant and equipm ent 

$ 326,875 
1,076,058 

24.182.079 

$ 25,585,012 

1,803,860 
1,076,058 

25,273,732 

28.153.650 

In O ctober 1999, the tim e restricted fundsw ill be released and can be spent at the discretion of the 
Board. 

Pcrm anenlly restricted net assets at Decem ber 31, 1998 and 1997 consist of endowm ent fim ds 
comprised of the following: 

Designated purpose funds 
Undesignated purpose funds 

1998 1997 

709.374 

709.374 

636,599 
709.374 

2,345,973 



DIO M EI)ICAL RESEARCII FOUNDATIO N O F NORTH W EST I,O UISIANA 

(14) Year 2000 (Unaudited) 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

"lhe Year 2000 issue is tile result of com puter program s being w ritten using two digits raffler than 
four to define the applicable year. The Foundalion's computer programs and hardware have been 
cerlified Year 2000 compliant by its vendors. M anagement believes lhat with m odifications to 
existing software, conversions to new software and new bardware, the Year 2000 issue will not pose 
significant operational problem s for its com puter system s. Failure to correct a m aterial Ycar 20(10 
problem could result in interruption in, or a failure of, certain normal business activities or 
operations. Such failures could adversely affect the Foundation's operations, liquidity and financial 
condition. Due to the general uncertainty inherent in the Year 2"~ 0 problem , resulting in part from 
the uncertainty of the Year 2000 readiness of third parties, the Foundation is unable to determine at 
this lim e whether the consequences of Year 2000 failures will have a material im pact on tile 
Foundation's operations, liquidity or financial condition. 

The Foundation does not expect to incur any significant costs to prepare the systems for the year 
2000. tlowever, there can be no assurance that the system s of other entities, on w hich the 
Foundation's system s rely, w ill be timely converted or lhat any such failure to convert by anolher 
entity would not have an adverse effect on the Foundation's systems. 



1900 Deposit Guaranty Tower 
333 ~exas Street 
Sh[eveport, LA 71101 3692 

M arch 12, 1999 

The Board of Directors 
Biomedical Research Foundation 

of N orlhwest Louisiana 

[)car M etnbers 

W e have audited the financial statem ents of tile Biomedical Research Foundation of N orlhwest Louisiana 
(the "Foundation") for the years ended December 31, 1998 and 1997, and have issued our report thereml 
dated M arch 12, 1999. Under generally accepted auditing standards, we are providing you with the 
following infornlation related to the conduct of our audit. 

O ur Responsibility U nder G enerally Accepted A uditing Standards 

W e have a respoltsibility to conduct our audit in accordance with generally accepted auditing standards. }I1 
carrying out this responsibility, we planned and performed the audit to obtain reasonable assurance about 
whether the financial statements are free of material m isstatetnent, whether caused by error or fraud. 
Because of the nature of audit evidence and the characteristics of fraud, we are to obtain reasonable, not 
absohlte, assurance that m aterial nlisstatem ents are detected. W e have no responsibility to plan aud 
perfonl:L the audit to obtain reasonable assurance that m isstatem ents, whether caused by error or fraud, that 
arc not material to the financial statements are detected. 

hi addition, in planning and perform ing our audit, we considered internal control in order to determ ine our 
auditing procedures for the purpose of expressing our opinion on tile financial statem ents. An audit does 
not include exam ining tile effectiveness of internal control and does not provide assurance on internal 
control. 

Furtherm ore, our audit, was not designed to, and does not, provldc any assurance tllat a Year 2000 issue 
which m ay exist w ill be identified, on the adequacy of the Foundation's remediafion plans related to Year 
2000 financial or operalional issues, or on whether the Foundation is or will become Year 2000 eonlpliant. 
Year 2000 com pliance is the responsibility of m anagem ent. 

Significant Accounting Policies 

The significant accounting policies used by the Foundation are described in N ote 1 to the financia 
St atenletlts. 

No new accounting policies were adopted and the application of existing policies was not changed during 
the year cnded Decem ber 31, 1998. 

W e noted no transactions entered into by the Foundation during tile year that were both significant and 
unusual, and of which, under professional standards, we are required to inform you, or transactions for 
w hich there is a lack of authoritafive guidance or consensus. 

Hill 



The Board of Directors 
I~iom edlcal Research Foundatio 
of N oJthw est Louisiana 

M arch 12, 1999 
Page 2 

M anagem ent Judgm ents and A ccounting Estim ates 

Accounting estim ates are an integral part of the finaneiM statements prepared by m anagcn~cnt and are 

based on management's current judgments. Certain accounting estimates are particularly sensitive because 
of flleir significance to the financial statements and because of the possibility that future events affecting 
them nlay differ markedly from management's current judgments. 

Based on historical collection experience, management establishes an allowance for nncollectible Positron 
F.mission Tomography (PET) receivables. This allowance totaled $156,668 at I)ecember 31, 1998 which 
is 45%  of total PET receivables. During 1998, loans to hm ova International and Dolphin M edical 
Technologies were expensed when advanced due to the uncertainty as to collectibility. 

There also is the possibility that, upon audit, the D epartm ent of Energy, could request a refund of 
previously funded am ounts. The Foundation is not aware of any amounts that w ould have to be rcfimded 
and no am ounts have been recorded as refim dable at Decem ber 31, 1998. 

Significant Audit Adjustments 

W e proposed no corrections of the financial statements that were not recorded and that could, in our 
judgment, either individually or in the aggregate, have a significant effect on the Foundation's financial 
reporting process. 

D isagreem ents W ith M anagem ent 

There were no disagreem ents w ith managem ent on financial accounting and reporting m atters that, if not 
satisfactorily resolved, w ould have caused a m odification of our report on tile Foundation's financial 

Consultation W ith O ther Accountants 

To the best of our know ledge management has not consulted with or obtained opinions, written or oral 
from other independent accountants during the past year that were subject to tile requirements of AU 625 
Reports on tlw Application of Accounting Prblciples. 

M ajor Issues Discussed W ith M anagement Prior to Retention 

W e generally discuss a variety of m atters, including the application of accounting principles and auditing 
standards, w ith m anagem ent each year prior to retention as tile Foundation's auditors, t lowever, these 
discussions occurred in the norm al course of our professional relationship and our responses were not a 
conditiOll tO our retentlolL. 

I)ifficnlties Encountered in Perform ing the A udit 

W e encountered no serious difficulties in dealing w ith m anagem ent in perform ing our audit 



The Board of Directors 
Biom edical Research l"oundation 
of N orthw est Louisiana 

M arch 12, 1999 
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This information is intended solely for the information and use of the Board of Directors and m anagem ent 
and is not intended to be and should not be used by anyone other than these specified parties. 

Very m Jly yours, 
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R eport on Com pliance and oil Internal Control O ver 
Financial Reporting Based on an Audit of Financial Statem ents 
Perform ed in Accordance w ith Government Auditing Standards 

The Board of Directors 
}3iome.dical Research Foundation 
of Northwest Louisiana: 

W e have audited the financial statements of the Biomedical Research Foundation of Nollhwest l,ouisiana 
(tile "Fom/datim~') as of and for the year ended December 31, 1998, and have issued our report thereon 
dated ]March 12, 1999. W e conducted our audit in accordance with generally accepted auditing standards 
and the standards applicable to financial audits contained in Government Auditing StatMards, issued by the 
Contplroller General oftbe United States. 

Conlplilt nee 
As part of obtaining reasonable assurance about whether the Foundation's financial statentents arc free of 
m aterial m isstatem ent, we performed tests of its compliance w ith certain provisions of laws, regulations, 
contracts and grants, noncompliance w ith which could have a direct and material effect on the 
determ ination of financial statentent am ounts. How ever, providing an opinion on com pliance w ith 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 tnldor 
Government Auditi~g Standards. 

Internal Control O ver Financial Reporting 
In planning and perform ing our audit, we considered the Foundation's internal control over financial 
reporting in order to determ ine our auditing procedures for the purpose of expressing our opinion on the 
financial slateatents 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 m ight be m aterial weaknesses. A m aterial weakness is a 
condition in which the design or operation of one or more of the internal control contponents does not 
reduce to a relatively low level the risk that m isstatements in amounts that would be material in relation to 
the financial statements being audited may occur and not be detected w ithin a timely period by employees 
in the normal course of perform ing their assigned functions. W e noted no matters involving the intern al 
control over financial reporting and its operation that we consider to be m aterial weaknesses. 

IIIII ,~ 



This report is intended solely for the information and use of the Board of Directors, m anagement of tile 
Foundation and the United States Departm ent of Energy and is not intended to be and should not be used 
by anyone other than these specified parties. 

M arch 12, 1999 

LL-P 
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Report on Com pliance w ith Requirem ents 
Applicable to Each M ajor Program and Internal Control Over 

Com pliance in Accordance w ith O M B Circular A-133 

The Board of D irectors 
Biomedical Research Foundation 
of N orthwest 1,ouisiana: 

C om pliance 
W e have audited tile com pliance of the Biom edical Research Foundation of N ortltwest I,ouisiana 
(lhc "Foundation") with the types of compliance requirements described in the/~S. Office of Management 
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal 
programs for the year ended December 31, 1998. The Foundation's major federal program is identified in 
tile sunmtary of auditor's results section of the accompanying schedule of findings and questioned costs. 
Compliance with the requirements of laws, regulations, contracts and grants applicable to its major federal 
program is the responsibility of the Foundation's management. Our responsibility is to express an opinion 
on tile Foundation's compliance based on our audit. 

W e conducted our audit of compliance in accordance with generally accepted auditing standards; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OM B Circular A-133, Audits of States, Local Governments. 
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform tile audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. All audit includes exam ining, on a test basis, evidence about the Foundation's 
com pliance with those requirements and perform ing such other procedures as we considered necessary in 
the circum stances. W e believe that our audit provides a reasonable basis for our opinion. O ur audit does 
not provide a legal determ ination on the Foundation's compliance with those requirements. 

ht our opinion, the Foundation complied, in all material respects, with tile requirements referred to above 
that are applicable to its major federal program for the year ended December 31, 1998. 

lnterllal Control O ver Com pliance 
The m anagement of tile Foundation is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts and grants applicablc to 
federal programs. In plauning and performing our audit, we considered the Folmdation's internal control 
over compliance with requirements that could have a direct and ntaterial effect on a major federal program 
in order to determ ine our auditing procedures for the purpose of expressing our opinion on com pliance and 
to lest and report on tile internal control over compliance in accordance with OM B Circular A-133. 

llll 



Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
intern:al control that m ight be material weaknesses. A material weakness is a condition in which the design 
or operation of one or m ore of the in'ternal control com ponents does not reduce to a relatively low level the 
risk that noncompliance w ith applicable requirements of laws, regulations, contracts and grants that would 
be material in relation to a major federal program being audited may occur and not be detected within a 
timely period by employees in the normal course of performing their assigned functions. W e noted no 
m atters involving the internal control over compliance and its operation that we consider to be material 
weaknesses. 

Schedule of Expenditures of Federal Awards 
W e have audited the financial statem ents of the Foundation as of and for the year ended D ccember 3 I, 
1998, and have issued our report thereon dated M arch 12, 1999. Our audit was performed for thc purpose 
of form ing an opinion on the financial statements taken as a whole. The accompanying schedule of 
expenditures of federal aw ards is presented for purposes of additional analysis as required by O M P, 
Circular A-133 and is not a required part of the financial statements. Such information has bccn subjectcd 
to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly 
stated, in all m aterial respects, in relation to the financial statements taken as a whole. 

This report is intended solely for the information and use of the Board of Directors, management of the 
Foundation and the United States Department of Energy and is not intended to be and should not be used 
by anyone other than these specified parties. 

M arch 12, 1999 



BIOM EDICAL RESEARCH FOUNDATION OF NORTttW EST LOUISIANA 

Schedule of Expenditures of Federal Awards 

For the year ended Decem ber 31, 1998 

Federal G rantor/Pass-Through 
G rantor/Program or C luster 

Federal 
CFDA 
N um ber 

Federal 

~ enditures 

_l)eloartm ent of Et~er~ .~y: 
Grant for establishm ent of Center 
for Biomedical Technology 
Innovation N/A $ 1.580.244 

See accompanying notes to schedule of expenditures of federal awards 



BIO M EDICAL R ESEAR CtI FO UNDATIO N O F N O RTH W EST LO UISIANA 

N oles to Schedule of Expenditures of Federal Awards 

Year ended Decem ber 31, 1998 

(1) :Basis of Presenlation 
'File accom panying schedule of expenditures of federal awards includes the federal grant activity of 
the Biom edical Research Foundation of Northwest Louisiana and is presented on the accrual basis of 
accounting. The information ill this schedule is presented in accordance w ith tile requirements of 
OM B Circular A-133, Audits of Slates, Local Governments, and Non-Profit OrganixaliopTs. 
Therefore, som e am ounts presented in this schedule m ay differ from am ounts presented in, or used 
in the preparation of the financial statements. 



BIOM EDICAL BE SEARCtl FOUNDATION O F NORTI1W EST LO UISIANA 

Schedule of Findings and Questioned Costs 

(1) Smnmary of Auditor's Results 

Year ended Decem ber 31, 1998 

(a) The type of report issued on the financial statements unaualified oMnion 

(b) Reportable conditions ill internal control were disclosed by tile audit of the Financial Statements 
Roner~Le_ported M aterial weaknesses: no 

(c) Noncompliance which is material to the general-purpose financial statements: uS~ 

(d) Reportable conditions in internal control over major programs: n o..oe rcpo!ited 
M aterial weaknesses: no 

(e) The type of report issued on compliance for major programs: _U!/t-kualiOed oAoinig!~ 

(~t Ally audit findings which are required to be reported trader section 510(a) of OM B Circular A- 
133: no 

(g) Major program: 
United States I)epartment of Energy: 

Grant for Establishment of Center for Biom edical Technology hm ovation 

(h) Dollar threshold used to distinguish between Type A and Type B programs: $300~000 

(i) Auditee qualified as a low-risk auditee under section 530 of OM B Circular A-133: yes 

(2) Hndings Related to the Financial Statements Reported in Accordance with Government Auditing 
Statzdards." ~NgDq 

(3) Findings and Questioned Costs relating to Federal Awards: No_he 


