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{A Protessional Accounting Corporation)
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

7 Luﬁ:e John L. Luffey, MBA, CPA
y Francis I. Huffrman, CPA
L. fred Monroe, CPA

Board of Directors
Northeast Louisiana University Foundation

We have audited the accompanying statement of financial position of Northeast
Louisiana University Foundation (the Foundation) as of June 30, 1988 and the
related statements of activities and cash flows for the year 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 audit.

We conducted our audit in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether 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 statement presentation. We believe 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 the Foundation as of June 30, 1998, and the changes
in its net assets and its cash flows for the year then ended, in conformity with generally

accepted accounting principles.

As discussed in Note 3 to the financial statements, effective July 1, 1997 the Foundation
changed its method of accounting for split-interest agreements.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information included in Schedules |
through 5 is presented for the purpose of additional analysis and is not a required part
of the basic financial statements. Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as

a whole.

Kffns bhstan 7 Aruse (4 14¢)

October 22, 1998

(318) 387-2672 FAX (318) 322-8866
1TO0ON 18t ST » PO Box 4745 » Monroe LA 71211-4745
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS




NORTHEAST LOUISIANA UNIVERSITY FOUNDATION

STATEMENT OF FINANCIAL POSITION
JUNE 30, 1998

ASSETS
Cash and Cash Equivalents 9 519,322
Short-term Investments 16,511
Receivables
Accounts Receivable 20,828
Note Recsivable (Note 11) 56,412
State Matching Funds 480,000
Contribution Receivable from Unitrust (Note 3) ____ 662,026
Tota! Receivables _ 1,219,266
Property and Equipment |
Land (Note 2) 5,631,832
Office and Farm Equipment 344,022
Buildings 579, 346
Less: Accumulated Depreciation __ {374 934)
Net Property and Equipment 6,180,366
Investments Held By Trustees
Bank Trusts (Note 4)
Cash and Cash Equivalents 1,178,997
Other Investments 19,990,830
Total Investments Held By Trustees 21,169,827
Other Assets
Investment in Direct Financing Leases (Note 7) 8,550
Art and Collectibles (Note 5). 138,638
Total Other Assets 147 188
TOTAL ASSETS | $ 20252480
LIABILITIES AND NET ASSETS
Liabllities
Accounts Payable - Trade $ 44,586
Accounts Payable - Northeast Louistana University 133,025
Other Liabilities (Note 10) 206,226
Funds Held As Agent _10.603,237
Total Liabilities 10,987,974
Net Assets
Unrestricted 4.041,430
Ternporarily Restricted 2,969,001
Pemanently Restricted _ 11,254,075
Total Net Assels 18,264 506
TOTAL LIABILITIES AND NET ASSETS $ 29,252480

The accompanying notes are an integral part of this financial statement.
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 20, 1998

Permanently
Temporarily Restricted Restricted
Departments & Endowment Endowment
Unrestricted Scholarships Loan income Principal ____Total
SUPPORTY, REVENUES AND GAINS
Support
Cash Contributions $ 379,037 $ 876325 § 4553 § 61818 § 856993 $§ 2,178,726
Noncash Contributions 36 880 0,728 0 0 0 46608
Total Support 415817 886,054 4,553 61,818 856,293 2225335
Revenuas and Galns

ineresy, Dividentds, and Royaltes 93 448 50 959 685 82.447 218,150 451,688

Farm and Lease incCome 204,771 0 0 0 0 204,771

Gain (Loss) oh investments 16,812 106,763 (1,337) (35.567) 755,813 842,484

Sefvice Charges Eamed 107.632 0 0 0 C 107,632

Change in Value of Split-interest Agreements 0 30,809 0 0 0 30,809

Other (29,464) 3143 0 0 0 (26.321)

Total Revenues ahd Gains {Losses) 399,197 181 674 (834} 46 830 973.863 1,611,063
Net Assets Relaased From Restrictions '

Restrictions Satished by Payments 2 028 428 {905 861) 30,922 (1,075.719) 77,720} D
Total Support, Revenues and Gains 2,843,542 171,867 34,824 (967.021) 1,753,186 3,836,398
EXPENSES
Program Services

Genaral Scholarship 149,931 0 0 0 0 149939

Reatricted Scholarship 278,966 0 0 0 D 278.966

Academic Support 341,719 0 0 0 0 341,719

Departmental Expenses 835,782 D D 0 s 835,782

Transfer to Funds Held As Agent 745 338 0 1) 0 L 746,338

Total Program Services 2,352,736 0 0 0 0 2,352,736
Supporting Services Expenses

Fund Raising and Promotion 145 880 0 0 0 0 145,880

Mansgemant and Genera! 381,274 0 0 0 0 381.274

Other 8.146 _ N - 0 0 0 - 8146

Total Supporting Services Expsnses 535,300 0 _ 0 0 0 535,300
Total Expenses 2,888 036 0 0 0 0 ~ 2,888,036
Change in Net Assets {44.494) 171,867 34824 (957,021) 1,753,186 848 362
Net Assets at Beginning of Year, as

Previously Reported 4,085,924 3659372 81,716 1,357,026 8,500,889 18,684 927
Cumulative Eftect of Change in Actounting

for Unitrust (Note 3) 0 (1,368,783) 0 b 0 (1,368,783)
NET ASSETS AT END OF YEAR . $ 4041430 $ 2462456 $ 116540 3 390005 $ 11254075 $ _18.264.506

The accompanying notnd are an integral part of this financial statement.



NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 1898

Cash Flows From Operating Activities

Increase in Net Assets $ 848,362
Adjustments to Reconcile Change in Net Assets for the Year to Net Cash
Provided by (Used in) Operating Activities:

Depreciation and Depletion 62,911
Loss on Disposal of Property and Equipment 82,402
Donated Art and Collectibles (28,575)
Restricted Contributions (1.799,689)
Changes in Assets and Liabilities
Accounts Receivable (18,378}
Accounts Payable and Other Liabilities | 201,048
Total Adjustments (1,500,282)
Net Cash Provided By (Used In) Operating Activities (551,920)

Cash Flows From Investing Activities

Purchase of Property and Equipment (387,423)
Proceeds from Sales of Property and Equipment 1,096
Decrease in Short-term Investments 50,000
Increase in Bank Trusts - Unrestricted (1,602,807}
Decrease in Notes Receivabie 18,430
Increase in State Matching Funds Receivable (320,000)
Change in Value of Split-Interest Agreement (30,809)
Increase in Funds Held As Agent _ 2,122,286
Net Cash Provided By (Used In) Investing Activities (149,227)

Cash Flows From Financing Activities

Restncted Contributions , 1,799,688
Increase in Bank Trusts - Restricted {2,200,462)

Net Cash Provided by (Used In) Financing Activities {400,773)
Net Increase (Decrease) in Cash and Cash Equivalents (1,101,920)
Cash and Cash Equivalents - Beginning of Year __2,800,239
CASH AND CASH EQUIVALENTS - END OF YEAR $ 1698319

Cash and Cash Equivalents included in Statement of Financial Position - End of Year

Cash and Cash Equivalents b 519,322
Bank Trusts 1,178,897
Total Cash and Cash Equivalents - End of Year $ 1658318

Non-cash transactions during the year ended June 30, 1998 consist of contributions of $28,575.
The accompanying hotes are an integral part of this financia! statement.
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Note 1 -

NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

Organization

Northeast Louisiana University Foundation (the Foundation) 1s a legally autonomous
fund-raising foundation that raises funds for the benefit of Northeast Louisiana University
(the University), its faculty and its students. Support is received through gifts, grants and
bequests, and may include cash, real property and personal property. Funds may be
invested by the Foundation m accordance with its mvestment policy subject to any
restrictions imposed by the donor. Disbursements are made for scholarships, academic
support and departmental funding. The Foundation is a nonprofit corporation exempted
from Federal income taxes as other than a private foundation under Section 501(c)(3) of
the Internal Revenue Code.

Basis of Presentation

The financial statements have been prepared on an accrual basis and in conformity with
the standards promulgated by the American Institute of Certified Public Accountants 1n
its Audit Guide for Not-For-Profit Organizations.

Accounting Pronouncements

In June 1993, the Financial Accounting Standards Board (the FASB) issuexi Statements
of Financial Accounting Standards (SFAS) No. 116, Accounting for Contributions
Received and Contributions Made and No. 117, Financial Statements of Not-for-Profit
Organizations. As of July 1, 1995, the Foundation adopted both of these
pronouncements. General practice i1s mixed concerning the interpretation of agency
transactions for university foundations. The Foundation's financial statements do not
reflect the strict interpretation of the agency transactions by the Fihancial Accounting
Standards Board as addressed m SFAS No. 116 and No. 117 presented in the above

paragraph.

~ In November 1995, the FASB 1ssued SFAS No. 124, Accounting for Certain Investments

Held by Not-for-Profit Organizations. The statement is effective for fiscal years beginning
after December 15, 1995. The Foundation adopted these standards effective July 1, 1996.
Therefore, all mvestments in equity securities with readily determinable fair values and all
mvestments it debt securtties are reported at farr value with gams and losses included m
the Statement of Activities.

Financial Statement Classification

The net assets of the Foundation are reported m three classes as follows:




NORTHEAST LOUISIANA UNIVERSITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 340, 1998

]. Unrestricted - includes all resources to be used in support of the Foundation's
operations at the sole discretion of the Foundation.

2. Temporarily Restricted - mcludes amounts that have been donated for the use of
specific University departments, organizations or other beneficiaries. The donations
and earnings, if any, are held by the Foundation until requested by the applicable
department, organization or beneficiaries and may not be spent at the discretion of the
Foundation. The Kitty P. DeGree Charitable Remainder Unitrust is included in this
group smce the assets of the Unitrust will not be bequeathed to the Foundation until
the death of Kitty DeGree and, at that time, can be used for purposes determined by
the Foundation's Board of Directors. Also included are funds to provide interest-free
loans to pharmacy students and persons with medical careers.

3. Permanently Restricted - represents amounts contributed to the Foundation that are
subject to restrictions imposed by the gift instruments. Contributions to endowment
funds are not available for use during the term of the applicable trust agreement.
However, the Foundation’s mvestment and spendmng policies provide for a specified
amount of the earnings from such funds to be available for scholarships or for
expenses of designated departments of the University as specified by the individual
agrecments. Unspent earnings are reflected under Temporarily Restricted Assets in the
Statement of Fmancial Position and under the Endowment Income column in the
Statement of Activities.

Contributions

In accordance with SFAS No. 116, contnbutions received are recorded as unrestricted,
temporarily restricted, or permanently restricted support depending on the existence or
nature of any donor-imposed restrictions. Contributions are recogmized as support when
recerved or when an unconditional promise to give 1s received. However, all contributions
received that qualify for matching from the State are recorded as increases in the lability,
Funds Held as Agent, and are not reported on the Statement of Activities.

Donated Services and Materials

Noncash donations include both materials and services. These donations are recorded at
therr fair market value on the date of dopation. In accordance with SFAS No. 116,
donated services are recognized only when they create or enhance a nonfinancial asset,
or when they are specialized skilis provided by entities or persons possessing those skills
that would be purchased if they were not donated.



NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

For the year ended June 30, 1998, the Foundation received the following noncash
contributions, which enhanced the Foundation as a whole:

Donated Art and Collectibles (Wilhams Collection) § 28,575
Professional Services and Other ___18.034
Total noncash contributions Suw

Allocation of Expenses

The costs of providing the various programs and other activities have been summarized
between Program and Supporting Services in the Statement of Activities. Program
Services expenses are those directly related to the various programs. Supporting Services
expenses reflect other expenses incurred i operating the programs,

Property and Equipment

Property and equipment are recorded at cost on the date of purchase or fair market value
on the date of donation. Depreciation 1s recorded on a straight-line basis over the
estimated useful lives of the assets. The Foundation utilizes estimated useful lives of 5 to
7 years for farm equipment and office equipment and 20 years for buildings.

Oil and Gas Interests

The Foundation owns certain oil and gas interests from which oil and gas income 1s
expected to be recovered over an eight-year period. Depletion 1s recorded based on
average annual production over the eight-year period.

Cashk Flows

For Statement of Cash Flows purposes, the Foundation considers all highly liquid debt
mstruments with an onginal maturity of three months or less to be cash equivalents.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting,
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses
during the period. Actual results could differ from those estimates.

7
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

Note 2 - Land

The Helen Spyker Estate, which consists of farmland, timberland, and oil and gas reserves
1s included m unrestricted net assets at June 30, 1998 as follows:

Land $ 2,300,000
Oil and gas mineral mterests 100,000
Less: Accumulated depletion _ (100.000)
- Total Helen Spyker Estate 2,300,000
Land — Johnson Property (18* and Louisville Avenue - See 37,532
Note 13)

Land — Ambrose T. Bond, Jr. Property 23,500
Land - Other 59,000
Land — Hanna Spyker Estate 25,500
Total unrestricted land $ 2,445 532

Permanently restricted net assets include the Cloverleaf Simmental Farm which was
donated to the Foundation in December, 1984 and 1s reflected m the Statement of
Financial Position for its carrying value of $3,186,400. The Foundation is required to use
the majority of the farm acreage for agricultural and educational purposes until 2014.

Note 3 - Kitty P. DeGree Unitrust

In 1984, the Kitty P. DeGree Charitable Remainder Unitrust was established naming the
Foundation as benefactor. The Trust is administered by a local financial institution. Kitty
P. DeGree 15 to receive from the Unitrust an annual sum in the amount of the lesser of the
Unitrust income for the year or 10% of the net fair market value of the assets. These
annual payments are required for the rest of her hife. The assets have in the past been
valued at the end of each calendar year, and the Foundation adjusts the carrying value of
the Unitrust based on this valuation. However, during the current year, the Foundation
revisited the applicable accounting standards, and determined that the contributions
recetvable should be recorded at the fair market value of the estimated future benefits to
be recetved when the trust is distributed. Therefore, the Foundation has recognized a
cumulative effect of change m accounting for the Umitrust contribution receivabie.
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

The cumulative effect of the change in accounting is summarized as follows:

Contnibution Receivable at June 30, 1997 - as previously $ 2,000,000

reported
Contribution Receivable at June 30, 1997 - as adjusted 631,217
‘Cumulative effect of change in accounting $ 1,368,783

The Unitrust is comprised of the following assets:

Carrying Market
Value Value
Note Receivable $ 1,385,203 $ 1,385,203
Charrtable Remainder Trust 614,333 626,615
Checking Account 9,891 9,891
Less: Liability to Kitty DeGree (9,427) (9,427)
Subtotal 2.000,000 $ 2.012,282
Less: Present value adjustment (1,337,974)
Contribution Receivable $ 662,026

The mcrease in value of the Contribution receivable from June 30, 1997 to June 30, 1998

of $30,809 has been recorded as a Change m Value of Split-mterest Agreement on the
Statement of Activities.
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

Note 4 - Bank Trusts

The investments held at June 30, 1998 mclude the followmg which are stated at the fair
values as determined by the various banks that mamtam the trust accounts. Real estate
15 carried at 1ts estimated fair value as of the date 1t was donated to the Foundation.

Investments at 6-30-97 (Fair Value) $ 17,628,906
Deposits 2,204,411
Gains Realized 1,684,485
Interest & Dividends (Net of Fees) | 703,104
Disbursements to Beneficianes (1,066,388)
Change m Market Value 15,309
Investments at 6-30-98 (Fair Value) $ 21,169,827
Total Bank Trusts $ 20,928,204
Real Estate 241,623
Total Investments $ 21,169,827

Note 5 - Art and Collectibles

At June 30, 1998, art and collectibles consisted of the following:

Dickenhorst Collection h 85,628
Wilhams Collection 28,575
Book collection 24 435
Total Art and Collectibles $ daB.038

10
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

Note 6 - Rental Agreements

The Foundation has entered mto two operating lease agreements with unrelated parties
to lease real property. The leases call for monthly payments of $2,200 and $2,538
through August 2002 and June 2006, respectively. The Foundation in turn leases the
same property to Northeast Louisiana University. Annual minimum lease payments under
the unrelated party leases for the next five fiscal years ended June 30 are as follows:

1999 NS 56,856
2000 56,856
2001 56,856
2002 56,856
2003 34 856
Total $ 262280

In addition, the first unrelated party lease includes a purchase agreement. This agreement
requires the Foundation to purchase the property within 60 days of the end of the lease
for the property’s appraised value. The Foundation estimates this value to be
approximately $275,000. One half of the rentals paid during the last 30 months of the
lease ($33,000) will be credited against the purchase price.

At the end of the second unrelated party lease, the Foundation has an option to extend the
lease for an additional five years at a monthly payment of $3,553.

The Foundation leases these two properties to the University for $2,900 and $2,700 per
month through June 30, 1999. Both leases may be extended by either party annually for
up to three years.

During the fiscal year ended June 30, 1998, the Foundation entered into two operating
leases to remt vehicles used by the President of the University and the Executive Director
of the Foundation. The leases expire in March 2000 and February 2001, respectively.
The annual minimum lease payments for the fiscal years ended June 30 are as follows:

1999 $ 12,026
2000 | 10,246
2001 2.861
Total $____ 25133

Total rental expense for the year ended June 30, 1998 was approximately $72,000.

11



NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

Note 7- Direct Financing Lease

The Foundation entered into direct financing lease agreements with the University on
certain video/computer equipment. The initial direct cost of the equipment was $28,823.
The final lease payment of $8,550 was received subsequent to the year ended June 30,

1998.
Note 8 - Funds Available

Included in the Statement of Financial Position under temporanly restricted net assets are

funds available for scholarships and academic support. These consist of earnings from
invested endowment funds. Changes in funds available during the year ended June 30,
1998, were as follows:

Funds available at June 30, 1997 $ 1,357,026
Earnings 46,880
Contnibutions 61,818
Transfers to principal (462,438)
Transfers to Funds Held as Agent (360,489)
Scholarships paid (156,161)
Academic support and other expenses paid (96,631)
Funds avatilable at June 30, 1998 $ 390,005

Note 9 - Eminent Scholars and Endowed Professorship Programs (Funds Held as Agent)

Total Funds Held as Agent are as follows:

Eminent Scholars $ 6,558,712
Endowed Professorships 4,044,525
Total Funds Held as Agent $ 10603237

12
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCJAL STATEMENTS
YEAR ENDED JUNE 30, 1998

In 1983, the Lowsiana Legislature enacted R.S.17:3384 to establish the Louisiana
Endowment Trust Fund for Eminent Scholars. Under the direction of the Board of
Regents, funds are allocated to each university on a two-thirds matching basis. At June 30,
1998, the Foundation had the following emment scholars accounts included in Funds Held
as Agent which mcludes the funds available for expenditures:

Biedenharn Eminent Scholars Chair in Gerontology $ 1,522,620

Emment Scholars Chair of Construction 1,342,353

- Kitty DeGree Emment Scholars - Toxicology 1,320,406

Hanna Spyker Emient Scholars — Education 1,300,664

 Tom and Mayme Scott Endowed Chair in |

Clinical Pharmacy 1,072,669

Total Emment Scholars Accounts $ 6,558,712
I N R I T

In 1989, the Louisiana Legislature enacted R.S.17:3129.5 to establish the Louisiana
Faculty Incentive Fund for providing facuity incentive grants. Under the direction of the
Board of Regents, matching grants are made by the state on a two-thirds basis. At June
30, 1998, the Foundation had the following endowed professorships included in Funds
Held as Agent which mcludes the funds available for expenditures:

13
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NORTHEAST LOUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 1998
NLU Endowed Professorship in Communicative Disorders $ 134,790
Entergy Endowed Professorship in Computer Information Systems 100,352
Kitty DeGree Professorship in Biology 100,352
Kitty DeGree Professorship in Computer Science 146,605
Association of General Contractors Professorship in Construction 118,050
Association of General Contractors Professorship in Construction 120,424
Kitty DeGree Endowed Professorship in Education 119,973
NLU Endowed Professorship in Education Admmistration 151,127
NLU Endowed Professorship in Entrepreneurship 163,822
NLU Endowed Professorship in Geology 148,504
NLU Endowed Professorship in Gerontology 134,775
State Farm Professorship m Insurance 133,028
NLU Endowed Professorship in Liberal Arts 139,463
NLU Endowed Professorship in Nursing | 142,948
Sister Liguori Lawton Professorship in Nursing 132,737
Sister Anne Marie Twohig Professorship in Nursmg 133,161
Glenwood Endowed Professorship mm Nursing 135,170
Crowley Professorship in Nursmg 124,581
Pfizer/B.J. Robinson Professorship 136,273
Scott Endowment in Agriculture 132,346
Scott Endowment in Teaching 133,933
Clarke Williams Professorship | 123,992
Waste Management Professorship in Toxicology | 136,249
John Lufifey Professorship — Accounting 114,627
DeGree Professorship — Occupational Therapy 138,525
Emmy Lou Biedenharn Professorship — Music 126,568
Abell Professorship — Entrepreneurship 135,406
G. T. Walker Professorship 118,366
Bartham Endowment i English 110,559
Bell South Endowment 120,415
NLU Endowed Professorship i English 137,404
Total Endowed Professorships P 244,925

During the 1992 regular session of the Louisiana Legislature, R.S.17:3384 and
R.S.17:3129.5 were amended and reenacted to enable nonprofit organizations of a type
described in Section S01(c)(3) of the Internal Revenue Code to enter mnto a contract with
a public instrtution of higher education to act as a depository for Eminent Scholars and
Faculty Incentive Funds derived from state matching funds. As a result, for the year ended
June 30, 1998, the Foundation recognized $480,000 1n state matching funds. Total state

14




NORTHEAST L. OUISIANA UNIVERSITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1998

matching funds as of June 30, 1998 were $3,240,000 and local matching funds were
$4,860,000 and are reflected under Funds Held as Agent on the Statement of Financial
Position. |

Note 10 - Kitty DeGree Gift Annuity Agreement

In February 1998, the Foundation entered mto a gift annuity agreement with Kitty
DeGree. As part of the agreement, Ms. DeGree made cumulative trrevocable
contributions to the Foundation of $294,000 as of June 30, 1998. Additional
contributions can be added to the prmcipal. The Foundation is required to make quarterly
payments at 9.4% on the cumulative principal balance. These payments will be required
for the rest of her life. At the donor’s death, the balance of the annuity corpus will be
transferred to the general assets of the Foundation. At the end of the fiscal year the
related annuity liability is calculated, and the Foundation adjusts the value accordingly.
At June 30, 1998, the Foundation mcluded $193,938 in Other Liabilities as an annuity
hability.

Note 11 - Financial Instruments

The Foundation generally does not require collateral or other security for its accounts
receivable and notes receivable, Substantially all of the balance i the note receivable
consists of a smgle note with a pulp and paper processor. There were no other significant
concentrations of receivables with individual entities.

Note 12 - Commitments and Contingencies

The Cloverleaf Simmental Farm was donated to the Foundation in December 1984, with
the requirement that the donor be paid an annurty of $50,000 for the rest of her life. The
Foundation was required to place $327,096 in trust and to pledge the stock of Cloverleaf
Simmental Farm, Inc., as security for payment of the annuity. Income from the trust is
paid to the Foundation. Should invasion of the trust principal be required to make the
annuity payments, earnings shall remam in a bank trust for the benefit of the donor for her
lifettme. At the time of the donation, an annuity payable was recorded based on the
donor's life expectancy. During fiscal year 1994, this liability became fully paid, and the
Foundation began expensmg the payments as they were incurred.

Durmg fiscal year 1994, the Foundation was named as a defendant in a lawsuit resulting
from a personal mjury on property adjacent to Foundation property. The lawsuit is being
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handled by the insurance carrier. In the event of an unfavorable outcome, the potential
claim against the Foundation should be fully covered by insurance.

Note 13 - Subsequent Event and Impairment of Asset

The Foundation received certam property m April 1995, which included a gas station with
underground gasohne tanks. The clean up costs of the tank site is the gas station owner's
responsibility. The previous owner of the gas station registered the underground tanks
with. the Lousiana Department of Environmental Protection and paid annual tank
registration fees. Therefore, the clean up costs should be covered by the Louisiana Motor
Fuels Underground Storage Tank Trust Fund. This property was sold in September 1998,
and the new owner assumed any possible liability not covered by the Louisiana Trust
Fund. The property, consisting of land and building, was sold at less than its book value
of $133,667. As a result, the Foundation recorded a loss due to impairment of assets of
$83,498 for the year ended June 30, 1998, which is included in the accompanying
Statement of Activities as a reduction to Other Revenues and Gains.

16
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