
SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Internal Control Report November 26, 1996 Page 5 

LEGISLATIVE AUDITOR 

Program that require students to begin repaying the loans six to nine months after the day the student ceases to be enrolled in an institution of higher learning at least half- time. Our review of the accounts for the 122 students identified as receiving unauthorized loans disclosed that as of June 1996, 40 students had not been enrolled at the Shreveport-Bossier City campus for at least nine months. However, none of the loans for these 40 students were in repayment status. The university has not followed up on the status of these students to determine if any amounts were due from them. By not reimbursing the auxiliary and restricted funds for the amount used for the loans, this amount is not available for the purposes established for the auxiliary and restricted funds. Also, failure to monitor and bill amounts due on these loans subjects these funds to unnecessary risk should the students default on the loans. The university should seek alternate funding sources for these loans and repay the various restricted and auxiliary accounts. The university should also establish procedures to monitor and bill students for amounts due on these loans until these loans are repaid. In a letter dated August 23, 1996, Dr. Jerome G. Greene, Jr., Chancellor, Southern University - Shreveport-Bossier City campus, stated that the university has been unsuccessful in seeking alternative funding for these loans, but will continue with its efforts to find a source to repay the loans. The university will forward all of the 122 loans to Eduserve, who will then contact the students and determine if their accounts should be in collection or deferment status. Unsecured Bank Accounts For the second consecutive year, Southern University did not obtain collateral to secure deposits in two bank accounts in the country of Zambia. Also, the university's procedures for monitoring collateral pledged to guarantee bank accounts were not adequate to ensure that deposits in a local bank were secured in a timely manner during the year ended June 30, 1996. Louisiana Revised Statute (LSA-R.S.) 49:321 requires, in part, that federal deposit insurance and the market value of pledged securities equal the amount on deposit at all times. University procedures require management to obtain additional pledged collateral from banks when bank deposits are undersecured. Our tests of collateral pledged to secure the university's bank deposits dudng the 1996 fiscal year disclosed the following: During the 1996 fiscal year, the two bank accounts in the country of Zambia had cash balances ranging from $21,000 to $276,009. University officials have been informed that collateral is not available for these accounts. The cooperative agreement with the United States Agency for 
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Failure to maintain an adequate system of controls over notes receivable results in management's inability to ensure that all notes receivable are properly recorded, completed, and accurately reported on the university's financial statements. Failure to maintain accurate account balances could result in the under or over collection of student notes receivable. 
The university should identify the transactions making up the difference in Perkins Loan notes receivable, correct the subsidiary ledger, and periodically review student account balances to ensure that all entries are propedy recorded. In a letter dated August 23, t996, Dr. Jerome G. Greene, Jr., Chancellor, Southern University - Shreveport-Bossier City campus, stated that due to numerous obstacles, the university was unable to correct the subsidiary ledger, identify the difference in notes receivable, and completely review student account balances. He further stated that the university has developed a plan to address these problems and did not issue any new Perkins loans during the 1996 fiscal year. Lack of Monitoring and Repayment of Unauthorized Student Loans The Southern University - Shreveport-Bossier City campus has not reimbursed state funds for loans improperly made during the prior fiscal year ended June 30, 1995, nor has the university propedy monitored the repayment status of these loans. In our prior audit, we reported that the Southern University - Shreveport-Bossier City campus overawarded federal Perkins loans by $131,250 and used state funds to cover the overaward amount. The use of state funds for this purpose results in a violation of Article 7, Section 14(A) of the Louisiana Constitution that states, in part, that funds credit, property, or things of value of the state or of any political subdivision shall not be loaned, pledged, or donated to or for any person, association, or corporation, public or private. The overaward occurred because the university incorrectly calculated the amount of federal funds available for student loans that resulted in the university loaning $131,250 more than was available under the Perkins Loan Program during the year ended June 30, 1995. To cover these loans, the university transferred from vadous restricted and auxiliary accounts of the university, state funds that were not authorized for the purpose of making loans. The university has been unable to locate alternate funding sources to repay the various auxiliary and restricted funds for the amounts loaned to students, The university does not have adequate internal control procedures to monitor these unauthodzed student loans to ensure that the university is repaid. These unauthorized loans were issued under the same repayment terms as the federal Perkins Loan 
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university still has not provided us with a signed copy of the contract. Also, the university did not obtain approval of the contract from the Division of Administration, Office of Contractual Review, within 60 days of the effective date of the agreement of June 11, 1996, as required by the Louisiana Procurement Code V: 121 (A). Emergency Purchases - The university purchased food supplies totaling $59,813 from one vendor during June 1996 under an emergency condition without obtaining price quotations from other vendors as required by Louisiana law. Louisiana Revised Statute 39:1598 states that every effort must be made to obtain quotations from three or more vendors when supplies, services, or major repairs are to be purchased under emergency conditions. Without approved signed contracts and gross sales reports, the university cannot adequately monitor food services and vending contracts to ensure that all commission revenue due to the university is received, accurately computed, recorded and deposited timely. Also, the university does not have adequate assurance that the terms and conditions of the contract comply with state requirements. Without the benefit of price quotations from other vendors, the university may not have received the best price for food supplies. The university should ensure that contracts are approved and signed before services are rendered by contractors. The university should obtain documentation to verify the accuracy of commissions paid by the companies and should comply with state laws and regulations regarding the emergency procurement of contracts and supplies. In a letter dated October 29, 1996, management of the university generatly concurred with the findings and recommendations; however, management stated that the university did receive daily cash reports on sales from the food court contractor. Because of an oversight by the university, the reports were not provided to the auditor at the time of review. 
Additional Comment: Subsequent to the completion of our work on the food court revenues, the university provided us with additional information pertaining to the daily cash reports. However, our review of this documentation revealed that the file of daily cash reports and weekly sales reports for the period July 1, 1995, through January 3, 1996, was incomplete. 
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New Orleans campus: (1) In our test of 25 movable property items, we could not locate 9 items; one item was not tagged; 12 items had incorrect location codes on the master listing; and one item had an incorrect description. (2) We tested 60 movable property items purchased during the year, totaling $918,843, and determined that the property control office did not update the master inventory listing for 3 items, totaling $827,380. (3) The property manager did not reconcile property records to monthly reports generated by the LPAA property control system. (4) In a letter dated November 26, 1996, the LPAA notified the university that because a complete and accurate inventory was not conducted for the years 1993, 1994, 1995, and 1996, it did not approve the 1996 certification of movable property. The Baton Rouge and New Orleans campuses did not consistently follow their internal control policies and procedures and comply with state laws and regulations regarding their movable property. As a result, the university does not have reasonable assurance that its movable property control system safeguards assets against loss and unauthorized use, detects and corrects errors or irregularities timely, and reports its movable property completely and accurately in the financial statements. The university should follow its internal control policies and procedures and comply with state movable property laws and regulations. In letters dated July 10 and September 30, 1996, management of Southern University's New Orleans and Baton Rouge campuses concurred with the finding and recommendations and stated that steps are being taken to correct the deficiencies. nternal Controls Over Perkins Loan Notes Receivable For the fourth consecutive year, the Southern University System's Shreveport-Bossier City campus did not maintain adequate internal controls over recording Perkins Loan notes receivable transactions. Good internal controls require that adequate procedures be in place to ensure that loans, loan payments, and loan cancellations are posted timely and accurately to the subsidiary ledger. These procedures should include periodic reviews of account balances to ensure entries are properly recorded, authorized, and agree to supporting loan records. Management has taken little action to identify the approximately $130,000 difference between the subsidiary ledger and supporting loan records that existed at April 30, 1995, and which was brought to its attention in our prior audit. 
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We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. nternal Controls Over Movable Property Not Followed For the second consecutive year, two campuses of the Southern University System (Baton Rouge and New Orleans) did not comply with its internal control policies and procedures over movable property, as prescribed by the Commissioner of Administration and Louisiana law. A good internal control structure requires the university to have adequate control procedures to (1) safeguard movable property against loss and unauthorized use, (2) accurately report the acquisition and valuation of movable property in the financial statements, (3) monitor and frequently update the location of property, and (4) timely reconcile property records to the property control system. Furthermore, Louisiana Revised Statute (LSA-R.S.) 39:324 requires the university to maintain a master inventory listing of movable property and requires the property manager to update the listing on a monthly basis by submitting all property transactions to the commissioner. The university maintains and updates its master inventory listing through the Louisiana Property Assistance Agency's (LPAA) computerized property control system. Louisiana Administrative Code, Title 34, Chapter 3, Section 307A requires the university to tag acquisitions and forward information to LPAA within 45 days after receipt of the property. During our test of movable property, we noted the following deficiencies in the movable property control system: Baton Rouge campus: (1) Of 368 items tested involving 12 purchase orders, the property control office did not update the master inventory listing for 156 items ($327,912 of $995,959). Also, the property control office did not forward inventory information to LPAA within 45 days. (2) Of the 368 items tested, the property control office did not tag 17 items. (3) For 5 of 9 months tested, the assistant property manager did not reconcile property records to reports from the LPAA property control system. As of June 13, 1996, the assistant property manager had not reconciled the April 1996 report. 
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OFFICE OF LEGISLATIVE AUDITOR STATE OF LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
November 26, 1996 
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SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Baton Rouge, Louisiana We have audited the general purpose financial statements of the Southern University System, a component unit of the State of Louisiana, as of and for the year ended June 30, 1996, and have issued our report thereon dated November 26, 1996. Except as discussed in our report on the financial statements, we conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are tree of material misstatement. Management of the Southern University System is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of general purpose financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the general purpose financial statements of the Southern University System for the year ended June 30, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk to determine our auditing procedures for the purpose of expressing our opinion on the general purpose financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. 
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of the university's procurement practices and system for collecting commission revenue disclosed the following: 1 

2 

3 

Baton Rouge Campus Food Court - For the period July 1, 1995, through January 3, 1996, the university did not receive daily cash reports on sales from the company that managed the food court in the student union as required by the contract. The company paid $38,739 in commissions to the university on November 28, 1995, without providing support for the amount of sales and without specifying the period covered by the payment. As of July 1996, the university had not received any additional commission payments from this company for the contract that ended on January 3, 1996. For the period January 4 through June 30, 1996, the university did not have signed contracts with either a company to manage food court operations or with the vendors that operated food outlets in the food court. The company responsible for managing the food court discontinued operations; however, some of the vendors that operated food outlets in the food court continued operations. One of the vendors reported sales of $124,547 for the period January through April 1996; however, we could not determine if the university received any commissions on these sales. Another vendor reported $50,829 of sales for the period January through June 1996; however, the university received $5,375 in commissions on sales of only $35,488. The university should have received an additional $2,301 in commissions on the remaining sales of $15,341. Vending Machine Contracts - During the 1996 fiscal year, the Southern University - Shreveport-Bossier City campus received $5,717 in commis- sions from two companies providing vending services; however, the companies did not provide documentation to support these commissions. The contracts between the university and the two companies required the companies to account for total sales and the commission paid on each machine. Food Services Contract - The university did not have a food services contract for the period May 11, 1996, through June 10, 1996. On June 11, 1996, the university awarded e food services contract for the period June 17, 1996, through June 30, 1998. The university incurred $22,994 in expenses for food management services during June 1996 without having a signed contract. As of September 30, 1996, the 
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International Development requires that a banking account be established in Zambia so that funds are accessible for the day-to-day operations of the International Development/Zambia project field office. The lack of pledged collateral increases the risk that the deposits could be lost if the bank fails. Deposits in a local bank were undersecured for 11 days between January 5, 1996, and March 18, 1996, in amounts ranging from $201,330 to $226,430. Procedures employed by the university required the moni- toring of collateral pledged on a monthly basis rather than on a daily basis, and the university failed to follow its established procedures to take appropriate action when deposit balances were identified as under- secured, Failure to secure deposits could subject state funds to unnecessary risks or loss of funds in the event of bank failure. 
The university should obtain collateral for cash deposits, obtain insurance for the cash deposits or obtain a guarantee from the grantor to replace deposits should the bank fail for the two accounts in Zambia. If cash deposits cannot be secured in accordance with state law, the university should close the accounts. The university should ensure that collateral pledged for all bank accounts is equal to the amount on deposit at all times. In a letter dated September 27, 1996, Dr. Dolores R. Spikes, President, Southern University System, stated that the university wilt attempt to secure insurance for the cash deposits and/or obtain a guarantee from the grantor to replace deposits should the bank fail. Management concurred that deposits were unsecured but did not concur with the amount unsecured. The university has revised its procedures for monitoring account balances and they are currently in compliance with the law. Food and Vending Service Contracts Southern University does not have support for the receipt of commission revenue on food and vending service operations on the Baton Rouge and Shreveport-Bossier City campuses and may not have received all commissions due for the Baton Rouge campus food court. Also, the university did not comply with state laws and regulations when obtaining a food service contract and when purchasing food supplies for its Baton Rouge campus. Good internal controls and business practices require that the university and the company providing the food and vending services agree to terms and conditions and that the university ensure that amounts stated in the contract are received, computed accurately, recorded and deposited on a timely basis. Our review 
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New Orleans Campus - Lack of Controls Over Cash The Southern University - New Orleans campus did not adhere to established control procedures relating to deposffing and recording of cash, the recording of transactions, and reconciling bank accounts. A good internal control system requires adherence to policies and procedures that provide for the proper recording and reporting of cash receipts, and the timely reconciliation of bank accounts. Furthermore, all cash receipts should be deposited intact and timely, preferably the same day or the first day following receipt of funds. Dudng our examination of bank reconciliations for three of the university's cash accounts, we determined there were numerous instances where university employees did not comply with established control procedures including the following: Cash was not deposited daily and was not recorded in the general ledger as collected. Of nine Pay-In-Vouchers (PIVs) tested, seven PIVs dated in February 1996, totaling $77,285, were deposited 3 to 33 working days after the date of receipt. Two of these PIVs, totaling $35,333, were not recorded in the general ledger until 4 to 14 business days after the deposit was made. As a result, cash in the general ledger was understated by $35,333 at the end of February 1996. Also, in an audit report dated January 8, 1996, the university's internal auditor reported that four PIVs, totaling $33,843, were deposited 4 to 12 business days after the cash was received. For three cash accounts, bank reconciliations were either not prepared untimely or were done improperly. For one of the cash accounts, bank reconciliations were prepared two to five months after the date of the bank statement, and the general ledger was not adjusted each month for reconciling items identified during the reconciliation process. Reconciling items ranged from $896,930 in July 1995 to $7,223,386 in March 1996. For the two other cash accounts, the bank balance was reconciled to bank transactions recorded in the general ledger instead of to the ending book balance. As a result, the three cash accounts in the general ledger were understated approximatety $13 million at February 29, 1996. Posting errors between the cash accounts and various general ledger accounts were not corrected until June 1996. Manual checks were not recorded in the general ledger when they were written. Checks totaling $69,399, written between July 1995 and February 1996, were not recorded in the general ledger until March 1996. Included in this amount were checks totaling $4,095 that were voided in 
EXHIBIT A 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements As of and for the Year Ended June 30, 1996 
INTRODUCTION The Southern University System is a publicly-supported institution of higher education. The university is a component unit of the State of Louisiana, within the executive branch of government. The university is under the management and supervision of the Southern University Board of Supervisors; however, the annual budget of the university and changes to the degree programs, departments of instruction, et cetera, require the approval of the Louisiana Board of Regents. The board of supervisors is comprised of 17 members appointed by the governor with consent of the Louisiana Senate for a six-year term and one student member appointed for a one-year term by a council composed of the student body presidents of the university. As a state university, operations of the university's instructional programs are funded through annual lapsing appropriations made by the Louisiana Legislature. In April 1880, Southern University was chartered by the General Assembly of the State of Louisiana. The first site of the university was in New Orleans on Calliope Street and the university opened on March 7, 1881, with 12 students. In 1890, an Agriculture and Mechanical Department was established, and in 1891, Southern University was recognized by the Federal Government as a Land Grant College under the Federal Act of 1890, known as the Second Morrill Act. In 1914, Southern University in New Orleans was closed by legislative authorization, and Southern University was opened in Scetlandville, Louisiana. It is now the Southern University System, composed of campuses located in Baton Rouge, New Orleans, and Shreveport-Bossier City and is managed by the Southern University Board of Supervisors. The New Orleans and Shreveport-Bossier City campuses were established in September 1959 and September 1967, respectively. The university offers numerous bachelor degrees in the areas of agriculture, arts and humanities, business, education, science, engineering, and home economics. In addition, master degrees are offered in the Graduate School and Jurist Doctorate degrees are offered through the university's Law Center. During the summer, fall, and spring semesters of the 1995-96 fiscal year, the university conferred 2,030 degrees, and student enrollment was 37,326. Southern University has 873 faculty members. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. BASIS OF PRESENTATION The Governmental Accounting Standards Board (GASB) considers both the American Institute of Certified Public Accountants (AICPA) College Guide model and the governmental model to be acceptable for accounting and financial reporting by 
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This report is intended for the information and use of the university's management. By provisions of state law, this report is a public document, and it has been distributed to appropriate public officials. 

BMM:WMB:dl ISOUTHERNJ 
Daniel G. Kyle, CPA, CFE Legislative Auditor 
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after June 30, 1996. These adjustments have been included in the accompanying financial statements, There were 17 instances where the university did not collect or make payroll deductions for $7,723 owed by employees whose travel advances exceeded travel expenses. In 13 of these instances, $6,371 was owed for travel periods that ended 10 to 24 months before June 30, 1996. There were 22 instances where employees submitted travel expense claims nine days to seven months after the travel period ended. There were five instances where employees received another travel advance without clearing a previous travel advance. Because of inadequate supervision and lack of emphasis on compliance with policies and procedures, travel advances remain outstanding for long periods of time resulting in increased risk that material errors or irregularities could occur and not be detected timely. The university should ensure that travel advances are processed and recorded properly and are cleared within five days after travel ends as required by existing policies and procedures. In a letter dated November 13, 1996, Dr. Dolores R. Spikes, President, Southern University System, stated that steps have been taken to ensure policies and procedures are followed. Inadequate Controls Over Bayou Classic Revenue The Southern University - Baton Rouge campus did not maintain adequate internal controls over the distribution of football tickets and the receipt of revenue for the November 22, 1995, Bayou Classic football game. Good internal controls and business practices require maintenance of complete and orderly records to support the distribution of tickets and to ensure that all revenue from ticket sales is received. Annually, Southern University and Grambling State University participate in the Bayou Classic football game held at the Superdome in New Orleans, Louisiana. A management company for the Superdome handles the s~le of tickets, prepares settlement report of tickets sold and cash received, and remits payment to the university designated to distribute game proceeds. During our review of the settlement report, we noted the following exceptions: 
EXHIBIT A 
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There was no evidence that the university was paid for 331 tickets valued at :$5,701 that were invoiced to the Southern University's director of university relations. Also, there was no evidence that the tickets were given to individuals authorized to receive complimentary tickets. Without this evidence, this amount represents a potential loss in revenue of $5,701. The reconciliation of revenue generated from the sale of football tickets was incomplete because the university had not received payment for $37,050 in tickets that the director of university relations obtained directly from the Superdome. In October 1996, 11 months after the football game was held, the university expensed $1,250 for complimentary tickets and billed various organizations $35,800 for the remaining tickets. The university received and deposited $19,315 of this amount on October 16, 1996. Because of the deficiencies mentioned above, it appears that the university has not received all its revenue from the November 1995 Bayou Classic football game. The university should maintain complete and accurate records on tickets and timely verify the accuracy of the settlement of revenue generated from the Bayou Classic football game. In a letter dated November 13, 1996, Dr. Dolores R. Spikes, President, Southern University System, stated that internal control procedures have been expanded to address these issues. Failure to Collect Student Accounts Receivable The Southern University System is not making sufficient efforts to collect all of its sludent accounts receivable and is writing off large amounts of accounts receivable each year. Also, the university extended credit to students by allowing them to register without paying off prior outstanding balances. Good business practices and university policies and procedures dictate that management of the university make every effort to collect all monies due. In addition, it appears that by not collecting these accounts receivable, the university may be loaning money to students in violation of Louisiana law. Article 7, Section 14 of the Louisiana Constitution of 1974 provides, in part, that the credit of the state shall not be loaned, pledged, or donated to or for any person. Our review of the student accounts receivable balances and collection of tuition and fees at registration disclosed the following: 
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Dudng the year ended June 30, 1996, the university wrote off $1,097,293 of uncollectible student accounts established during the fiscal year ended June 30, 1993. Dudng the prior fiscal year ended June 30, 1995, the university wrote off $796,319 of uncollectible student accounts receivable established during the fiscal year ended June 30, 1992. None of these accounts were turned over to the Attorney General's Office or to a collection agency for collection. Management of the New Orleans and Shreveport-Bossier City campuses could provide no evidence that students with outstanding balances were billed at the end of each semester as required by university policy nor was there evidence of any attempts to collect outstanding balances at any time during the year. For the Shreveport-Bossier City campus, we tested 58 students with outstanding balances who registered dudng the Fall 1995 and Spring 1996 semesters and determined that 35 students (60 percent) continued in school without paying off prior balances of $10,617. For the New Orleans campus, we tested 25 students with outstanding balances at June 30, 1996, and determined that 5 students (20 percent) were allowed to register for the 1996 Fall semester and continue in school without paying off prior balances of $2,315. The bursar on the Shreveport-Bossier City campus has incompatible duties. He receives cash, maintains the student accounts receivable subsidiary ledger, and distributes refunds to students. This increases the risk that errors or irregularities could occur and not be detected timely. The above deficiencies were caused by management's failure to enforce adherence to existing policies and procedures that prohibit students with outstanding debt to the university from registering. As a result, the university is not collecting the monies that are due. In addition, because of the current collection practice, students are less likely to pay tuition and fees timely, if at all, and the university is left with a receivable that is difficult to collect should the student leave school. The university should make every effort to collect the monies due from students, including referring delinquent accounts to the Attorney General's Office or to a collection agency for collection. In letters dated November 19, 1996, and November 20, 1996, management of the Baton Rouge, New Orleans, and Shreveport-Bossier City campuses 
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stated that they concurred with the finding and recommendations and that steps are being taken to collect student accounts receivable in a timely manner. New Orleans Campus - General and Subsidiary Ledgers Not Reconciled Timely The Southern University - New Orleans campus did not reconcile its general ledger accounts relating to student accounts receivable on a monthly basis and did not have an accurate accounts receivable subsidiary ledger to support the general ledger control account. The university's policies and procedures require that general ledger accounts be reconciled monthly so that timely, accurate, and reliable financial information is reported at year-end. During our tests of the New Orleans campus' accounts receivable balance, we determined that seven general ledger suspense accounts, totaling approximately $18,000,000 at April 1996, were not reconciled and were not closed to the accounts receivable control account until August 1996. Also, the accounts receivable subsidiary ledger was not reconciled to the general ledger control account until October 11, 1996. Employees on the New Orleans campus did not reconcile the general ledger accounts each month, and closing procedures for the year-end were not completed until approximately early September. This resulted in the late closing of the university's general ledger and caused the financial statements of the Southern University System to be filed September 9, 1996, or six days after the original due date of September 3, 1996. The Southern University - New Orleans campus should reconcile its general ledger control accounts to the accounts receivable subsidiary each month to ensure that timely, accurate, and reliable financial information is reported monthly and at year-end. In a letter dated November 22, 1996, Dr. Robert B. Gex, Chancellor of Southern University at New Orleans, stated that the university concurred with the finding and recommen- dation. The university has taken steps to ensure that proper procedures are followed to record and accurately report this information on a monthly and year-end basis. A material weakness is a reportable condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the general purpose financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. 
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Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe the reportable conditions relating to movable property and internal controls over Perkins Loan notes receivable described previously ;~re material weaknesses. These conditions were considered in determining the nature, timing, ;rod extent of the procedures to be performed in our audit of the financial statements of the Southern University System for the year ended June 30, 1996. Our comments on intemal control structure are intended for the information and use of the university's management. By provisions of state law, this report is a public document, and it has been distributed to appropriate public officials. 

BMM:VVMB:dl I.~;OUTHE RNJ 
Daniel G. Kyle, CPA, CFE Legislative Auditor 
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OFFICE OF LEGISLATIVE AUDITOR STATE OF LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
November 26. 1996 

1600 NORTH THIRD STREE1 POST OFFICE BOX 94397 TELEPHONE: (504)339-3800 FACSIMILE: (504) 339-3870 

SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Baton Rouge, Louisiana We have audited the general purpose financial statements of the Southern University System, a component unit of the State of Louisiana, as of and for the year ended June 30, 1996, and have issued our report thereon dated November 26, 1996. Except as discussed in our report on the financial statements, we conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, i~sued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws and regulations applicable to the Southern University System is the responsibility of management of the university. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the university's compliance with certain provisions of ~aws and regulations. However, the objective of our audit of the general purpose financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance that are reported in Exhibit A of tlhis report concerning movable property, unauthorized student loans, food and vending contracts, unsecured bank accounts, and failure to collect student accounts receivable. Although not material to the financial statements, they are required to be reported herein under Government Auditing Standards. We considered these instances of noncompliance in forming our opinion on whether the Southern University System's 1996 general purpose financial statements are presented faidy, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated November 26, 1996, on those general purpose financial statements. 

EXHIBIT B 
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LEGISLATWE AUDITOR 

error in October 1995. As a result, understated by $64,305 at February 29 cash in the general ledger was 1996. Logs of prenumbered cash receipt documents maintained by the Bursar's Office were incomplete, and control over void and unused receipts was inadequate. We reviewed the logs for two days in February 1996 and noted 19 instances where receipts were not logged, and no record was kept of unused or voided receipts. Cashiers in the Bursar's Office had unlimited access to the area where unused receipt documents were stored. Cashiers should not have access to the supply of unused receipt documents. The lack of emphasis by management on enforcement of policies and procedures for controls over cash receipts, along with inadequate supervision and training of employees, resulted in inaccurate record keeping, untimely deposit of state funds, and increased risk that assets could be lost or misused. The university should deposit cash when it is received, reconcile its bank accounts monthly, and emphasize enforcement of policies and procedures to provide for adequate internal controls over its receipts and assets. In a letter dated October 31, 1996, Dr. Robert B. Gex, Chancellor, Southern University - New Orleans campus, concurred with the finding and recommendations and stated the university has taken steps to correct the matters noted in the finding. Untimely Recording and Clearing of Travel Advances The Southern University System did not adequately monitor employee travel advance transactions to ensure the timely and accurate posting of the general ledger and the clearing of travel advances within the time period required by university policy. University policy requires employees receiving a travel advance to submit documentation to clear their advance within five days after travel expires and before receiving another advance; otherwise, the amount of the travel advance may be deducted from their pay. In our tests of travel advances for 15 employees, we noted the following deficiencies: The employee responsible for processing travel advance documentation and posting entries to the general ledger did not record travel trans- actions when employees submitted their travel expense claims. Because these transactions were not posted to the general ledger as they occurred, the university had to make adjustments totaling $436,800 
EXHIBIT A 



 

SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA SUPPLEMENTAL INFORMATION SCHEDULES As of and for the Year Ended June 30, 1996 
The following supplemental information schedules comprise the Balance Sheet; Schedules of Changes in Fund Balances; and Schedules of Revenues, Expenditures, and Other Changes - Current Funds for the Board and System Administration, the Baton Rouge Campus, the New Orleans Campus, and the Shreveport-Bossier City Campus (Schedules 1-12). The Schedule of Agency Funds - Deposits Held for Others (Schedule 13) provides details of those amounts included on Statement A for the respective funds. 

31 



PLANT FUNDS ENDOWMENT OF FUNDS UNEXPENDED INDEBTEDNESS 
$432,540 $1,637,288 461.734 38,537 

$870,033 6,236 9,647 
IN PLANT 

$53,125,618 

TOTAL AGENCY (MEMORANDUM FUNDS ONLY) 
$159,654 $5,053.022 481,734 14,249 3,273,602 111,637 33,624 12,628 63,125,616 $914,274 $1,975,825 $865,916 $53,125,618 $159,554 $62,106,114 

$322 $147 
7,000 159,407 

$821.621 53,069 772,072 907.990 166,407 785.148 $205,000 205,000 613,176 613,176 NONE 7,322 NONE 818,176 159,554 4,324,483 
$51,050 52,307,442 52.307,442 63,678 1,579,855 $914,274 1,968,503 834,866 3,830,656 914,274 1,968,503 885,916 52,307,442 NONE 57,781,631 $914,274 $1,975,825 $885,916 $53,125,618 $159,654 $62,106,114 

41 

Schedule 7 



 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
The annual requirements to amortize all bonds outstanding at June 30, 1996, including interest of $749,109, are as follows: 
Baton Rouge Campus: Housing System: Series 1967-B Series 1967-C Academic Facilities Building Use Fee Revenue Bonds - Series 1970-A Expansion of Student Union Building Bonds A. W. Mumford Track Stadium Resurfacing Bonds - Series 1993 New Orleans Campus - Academic Facilities Building Use Fee Revenue Bonds - Series 1971 Reimbursement contracts - Baton Rouge: Reroofing Dunn Hall Azalea Dormitory Renovation Total 

1997 
$77,875 $25,719 99,750 105,300 107,120 66.329 
48,325 7,353 12.000 

104,525 108,090 

1999 

$103,400 106.750 66.917 66.355 
51,050 7,353 12.000 
48,450 7,353 12.000 $524,052 $375,654 $346,308 

The following is a summary of the debt service reserve requirements of the various bond issues outstanding at June 30, 1996: 

Baton Rouge Campus: Housing System Revenue Bonds Academic Facilities Building Use Fee Revenue Bonds Expansion of Student Union Building Bonds A W. Mumford Stadium Track Bonds New Odeans Campus - Academic Facilities Building Use Fee Revenue Bonds Total 

CasN nve=ment Rese~es Rese~e Available Requimme~s Excess 
$269,588 273,089 399,586 64,452 870,033 $1,876,748 

$161,547 $118,041 107,750 113,750 44,995 51.050 
165,339 285,836 19,457 818,983 $469.092 $1.407.656 



2000 2001 Subsequent Years Tota 

$107,750 $107,625 109,063 109,063 $338.124 
$103,594 99,750 528,600 880,210 66,633 65,744 694,377 1,026,355 

52,313 7,353 12.000 
46,462 7,353 51,472 12.000 

246,600 
88,237 60.000 $355,112 $348.247 $1,083,973 $3,033.346 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
The bond agreement of the housing system revenue bonds requires that, after all required deposits have been made to the housing system revenue bonds reserve funds, a sum of $50,000 per annum, or such portion thereof that is available, be deposited in a housing system repair and replacements reserve until that reserve totals $113,100. At June 30, 1996, the university has satisfied the repair and replacement reserve requirement. In addition to the bond agreements, the university has entered into two reimbursement contracts with the State of Louisiana for the renovation of Azalea Dormitory and the rereofing of Dunn Hall on the Baton Rouge campus. The contracts require that an amount equal to a minimum of one tenth of the average annual debt payment be deposited in a reserve fund with the state treasurer. At June 30, 1996, the balance in the reserve fund is $9,677. 14. GENERAL FUND - DUE TO STATE TREASURY As shown on Statement A, the General Fund has $1,916,318 due to state treasury as shown on the following table: 
Board and System Administration Baton Rouge Campus New Odeans Campus Shreveport-Bossier City Campus Total 

Current Year Prior Year Total $82,563 496,527 897,119 369,375 $1,845,584 
$66,796 10,871 3,067 $70,734 
$82,563 553,323 907,990 372,442 $1,916,318 The university has an unexpended General Fund appropriation of $1,845,584 at June 30, 1996. Certain appropriations that the university could not retain and which must be remitted to the state treasury are as follows: Board and System Baton Rouge New Orleans Total 
$82,563 396,085 895.779 $1,374,427 As provided by Act 971 of 1985 [LSA-R.S. 17:3386(A)], the university adopted a building and facility preventative maintenance program, which was approved by the Louisiana Board of Regents. This program allows the university to expend appropriated funds during subsequent fiscal years that were unexpended and unobligated at June 30, 1996. At least 50 percent of these funds must be used solely for preventative maintenance purposes, in accordance with the approved program, subject to approval by the Southern University Board of Supervisors, the Board of Regents, and the Joint Legislative Committee on the Budget. The remaining funds 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
can be spent for nonrecurring items. The university has $471,157 of its state General Fund appropriation remaining at June 30, 1996, which will be retained for those purposes as follows: Baton Rouge Campus New Orleans Campus Shreveport-Bossier City Campus Total 
15. RESERVATIONS OF FUND BALANCES 

$100,442 1,340 369,375 $471,157 
Reservations of fund balances at June 30, 1996, as shown on Statement A, are as follows Rese~ed ~r Bond Indentures Total 
Current funds: Unrestricted: Generel $104,527 Auxiliary Enterprise 71,382 Restricted $1,384,585 Plant funds: Renewals and Replacements $113.100 Retirement of Indebtedness 484,810 Total 16. STUDENT LOAN FUNDS 

$104,527 71,382 1,384,585 113,100 484,810 $1,384,585 $175,909 $597,910 $2,158,404 
The fund balances of the student loan funds at June 30, 1996, are as follows 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
Perkins Loan Fund Special Scholarship and Loan Contribution Fund Southern University Short-Term Loan Contribution Fund Kappa Alpha Psi Loan Contribution Fund SGA Student Loan Fund Law Center Loan Centennial Contributions Loan Fund Student Revolving Loans Fund 
Tota 

17. ENDOWMENT FUNDS 

$393,490 19,904 21,612 500 447,654 7,566 1,606 3.380 $895,712 
The fund balances of the endowment funds at June 30, 1996, are as follows 
Alvin J. Lawson Endowed Professorsh)p Cargill, Incorporated Endowment Chancellor's Endowment Frank Hayden Memorial Endowment Endowed Professorship Engineering Endowed Professorship Architecture Ford Motors Corporation Endowment General Motor Company Endowment L. J. Harrison Endowment 

Baton Rouge Campus 
$27,000 1,097,014 125,053 113,382 113,382 125,000 250,000 16,200 

New Odeans Campus T~al $106,227 593,066 
157,650 

Louisiana Real Estate Commission Endowment 57,331 Miscellaneous endowments 34,255 Total $1,901,286 

$106,227 27,000 1,690,080 125,053 113,382 113,382 262,650 250,000 16,200 57,331 34,255 $914,274 $2,815,560 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
18. PLANT FUNDS The restricted fund balances of the unexpended plant funds at June 30, 1996, are as follows General plant and grounds Academic enhancement Traffic and parking Property damage Athletic facilities Construction accounts 
Tota 

$106,082 2,492,318 412,091 72,942 805,881 78.796 $3,968,110 in August 1987, the Financial Accounting Standards Board (FASB) issued Statement No. 93, Recognition of Depreciation by Not-for-Profit Organizations, which requires not-for-profit organizations, including colleges and universities, to recognize depreciation of their long-lived tangible assets in their financial statements. In January 1988, the GASB issued Statement No. 8, which addresses the implementation of FASB Statement No. 93. Codification of Governmental Accounting and Financial Reporting Standards Section Co5.102 states that "Colleges and universities that follow the AICPA Industry Audit Guide, Audits of Co//eges and Universities, should not change their accounting and reporting for depreciation of capital assets as a result of FASB Statement No. 93; the GASB has several projects under way that may affect that reporting." As reflected in note l-D, depreciation is not currently recognized by the university. A summary of investments in plant follows: Balance July 1, 1995 Additions Deletions Land Land improvements Buildings Equipment Library books Livestock 
$6,913,842 1,316,236 154,116,658 38,634,008 86,698,446 142.147 

$8,000 650,425 6,204,219 8,742,513 2,815,068 $840,034 3,941,100 931,110 3,254 

Balance June 30 1996 $6,921,842 1,966,661 159,480,843 43,435,421 88,582,404 138.893 Total $287,821,337 $18,420,225 $5,715,498 $300.526,064 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
members of the Louisiana State Employees Retirement System (LASERS). Both plans are cost-sharing, multiple-employer defined benefit pension plans administered by separate boards of trustees. TRS and LASERS provide retirement, disability, and survivors' benefits to plan members and beneficiaries. Benefits granted by the retirement systems are guaranteed by the State of Louisiana by provisions of the Louisiana Constitution of 1974. Generally, all full-time employees are eligible to participate in the systems, with employee benefits vesting after 10 years of service. Article 10, Section 29 of the Louisiana Constitution of 1974 assigns the authority to establish and amend benefit provisions to the state legislature. The systems issue annual publicly available financial reports that include financial statements and required supplementary information for the systems. The reports may be obtained by writing to the Teachers Retirement System of Louisiana, Post Office Box 94123, Baton Rouge, Louisiana 70804-9123, or by calling (504) 925-6446 and/or the Louisiana State Employees Retirement System, Post Office Box 44213, Baton Rouge, Louisiana 70804, or by calling (504) 922-0600. Funding Policy. The contribution requirements of plan members and the university are established and may be amended by the state legislature. The legislature annually sets the required employer contribution rate equal to the actuarially required employer contribution as set forth in Louisiana Revised Statute (LSA-R.S.) 11:102. Employees contribute 8 percent (TRS) and 7.5 percent (LASERS) of covered salaries. The state is required to contribute 16.5 percent of covered salaries to TRS and 12 percent of covered salaries to LASERS. The university's employer contribution is funded by the State of Louisiana through the annual appropriation to the university. The university's employer contributions to TRS for the years ended June 30, 1996, 1995, and 1994, were $5,125,230, $5,302,915, and $4,964,052, respectively, and to LASERS for the years ended June 30, 1996, 1995, and 1994, were $2,472,457, $2,450,419, and $2,405,271, respectively, equal to the required contributions for each year. 8. OPTIONAL RETIREMENT PLAN LSA-R.S. 11:921 created an optional retirement plan for academic and administrative employees of higher education. This program was designed to aid universities in recruiting employees who may not be expected to remain in the TRS for 10 or more years. The purpose of the optional retirement plan is to provide retirement and death benefits to the participants white affording the maximum portability of these benefits to the participants. The optional retirement plan is a defined contribution plan which provides for full and immediate vesting of all contributions remitted to the participating companies on behalf of the participants. Eligible employees make an irrevocable election to participate in the optional retirement plan rather than the TRS and purchase retirement and death benefits through contracts provided by designated companies. Total contributions by the university are 16.5 percent of the covered payroll. The participant's contribution (8 percent), less any monthly fee required to cover the cost of administration and 
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SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Concluded) 
Name Patrick Bell Warren Chretien Edsell Cunningham Patrick Fontenot Joe R. Gant Mammie Hall Allen Hamilton Lawson Harvey Andrea Jefferson Anne Z. Keifer Nina Hebert-Marchand Dorothy Scott Willie T. Sensley Evin Sterling Jesse Stone Carlos White Frank Williams Tota 22. DEFERRED COMPENSATION PLAN 

Number Amount $1,500 1,100 1,400 2,900 75O 1,250 150 1,100 1,300 1,100 2,650 950 1,250 250 950 8OO 1.100 $20,500 
Certain employees of Southern University participate in the Louisiana Deferred Compensation Plan adopted under the provisions of Internal Revenue Code Section 457. Complete disclosures relating to this statewide plan are available in the financial statements of the State of Louisiana. 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
5. ACCOUNTS RECEIVABLE Accounts receivable are shown on Statement A net of an allowance for doubtful accounts as follows: 
Fund Current funds: Unrestricted: General Auxiliary Enterprise Restricted Student Loan Funds Plant funds: Unexpended Plant Fund Retirement of indebtedness 
Tota 

Allowance Accounts for Doubtful Net Receivable Accounts Statement A 
$3,363,007 1,340,723 9,412,370 5.444 380,369 44.104 $14,546,017 

$421,484 207,414 31,621 895 22,270 8.803 
$2,941,523 1,133,309 9,380,749 4.549 358,099 35.301 $692,487 $13,853,530 The university currently reserves student accounts receivable after two years and writes the accounts off after three years. 6. NOTES RECEIVABLE Notes receivable within the student loan funds are shown on Statement A net of an allowance for uncollectibles as follows: 

Perkins Loan Fund Student Government Association loans Long-term institutional loans Total 

Allowance Notes for Doubtful Net Receivable Accounts Statement A 
$3,211,050 266,389 131,250 $2,884,597 6.977 $326,453 259,412 131,250 $3,608,689 $2,891,574 $717,115 

7. PENSION PLANS P/an Description. Substantially all employees of the university are members of two statewide, public employee retirement systems. Academic employees are generally members of the Louisiana Teachers Retirement System (TRS), and classified/unclassified state employees are 
17 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA BOARD AND SYSTEM ADMINISTRATION ALLFUNDS Balance Sheet, June 30, 1996 

ASSETS Cash and cash equivalents Accrued interest Accounts receivable Due from state treasury Deferred charges end prepaid expenses TOTAL ASSETS LIABILITIES AND FUND EQUITY Litbi~ities: ACCounts payable Due to state treasury Total Liabilities Fund Equity- fund balances; Reserved Current operations - restriGted Noncurrent operations - restricted Total Fund Equity TOTAL LiABiLITiES AND FUND EQUITY 

Schedule 1 

$154,820 344 1,200 
$2,248,748 $64.675 48 1.484,662 2.230 

$2,468,243 48 1,485,006 3.430 $156,364 $3,735,688 $64,675 $3,956.7277 
$73,801 82,563 156,364 $574,847 574,847 162,676 2,998,165 $64,675 

$648,648 82,563 731,211 162,676 2,998,165 64.675 NONE 3,160,841 64,675 3,225,516 
$156.364 $3,735,688 $64,675 $3,956,727 

32 



SOUTHERN UNIVERSITY SYSTEM STATE OFLOUISIANA BOARD AND SYSTEM ADMINISTRATION ALLFUNDS Schedule of Changesln Fund Balances Forthe Year Ended June 30, 1996 

Revenues and other additions: Unrestricted current fund revenues Federal grants and contracts Private gifts, grants, and contracts - restricted Investment income - restricted Other sources Total revenues and other additions Expenditures and other deductions: Educational and general Indirect costs recovered Total expenditures and other deductions Nonmandatow transfers - other Net increase for the year Fund balances at beginning of year Fund balances at end of year 

Schedule 2 

CURRENT FUNDS PLANT TOTAL UNRESTRICTED- FUND- (MEMORANDUM GENERAL RESTRICTED UNEXPENDED ONLY) 
$1,109,965 
1,109,965 
$5,200,326 290,665 5,354 1,027,262 
5,762,670 265,419 

$150 160 
$1,109,965 5,200,326 290,665 5,354 1,027,412 
6,872,635 265,419 1,109,965 6,028,089 NONE 7,138,054 NONE 20.498 NONE 516,016 NONE 2,644,825 

NONE 150 64.525 NONE $3,160,841 $64,675 

20.498 516,166 2,709,350 



SOUTHERN UNIVERSITY SYSTEM STATE OFLOUISIANA BOARD AND SYSTEM ADMINISTRATION CURRENTFUNDS Schedule of Revenues, Expenditures, and Other Changes For the Year Ended June 30, 1996 

Revenues: Federal appropriations State appropriations Federal grants and contracts Private gifts, grants, and contracts Investment income Other sources Total revenues Expenditures and transfers - educational and general; Research Public service Academic support Institutional support Operations and maintenance of plant Scholarships and fellowships Total educational and general expenditures Other additions - excess of restricted receipts over transfers to revenue Net increase in fund balances 

Schedule 3 

UNRESTRICTED - GENERAL RESTRICTED 
$1,109,965 $129,842 4,505,302 86,827 5,354 1.035.345 1.109.965 
1.109.965 

110,049 2,904,154 1,349,676 362,856 1,035,345 590 
NONE 516.016 NONE $516,016 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA BATON ROUGE CAMPUS ALLFUNDS Balance Sheet, June 30, 1996 

ASSETS Cash and cash equivalents investments Accrued interest Accounts receivable Notes receivable Due from other campuses Deferred charges and prepaid expenses Inventories Institutional plant Other assets TOTAL ASSETS LIABILITIES AND FUND EQUITY Liabilities: Accounts payable Accrued liabilities Due to state treasury Deposits held for others Deferred revenues Bonds payable Other liabilities Total Liabilities Fund Equity: Net investment in plant Fund balances: Reserved Current operations . restricted Noncurrent operations, restricted Total Fund Equity TOTAL LIABILITIES AND FUND EQUITY 

CURRENT FUNDS 
GENERAL ENTERPRISES RESTRICTED 
$2,090,472 $1,968,962 
1,724,221 1,023,109 
158,753 91,899 4,110 117,697 9,677 

$536,553 64,704 6,383,114 772,072 9,010 

STUDENT LOAN ENDOWMENT FUNDS FUNDS 
$336,537 12,442 2,218 176,221 
$1,776,233 125.053 

$4,065,345 $3,123,555 $6,765,453 $527,418 $1,901,286 
$1,286,932 546,295 553,323 1,586,896 

$207,011 $814,826 $140,367 
518,262 130.393 3,973,446 864,666 814,826 140,367 NONE 

91,899 71,382 2,187,507 1,202,982 4,747,645 387,051 $1,901,286 387,051 1,901,286 
$4,066,345 $3,123,555 $6,765,453 $527,418 $1,901,286 



PLANT FUNDS AND OF UNEXPENDED REPLACEMENTS INDEBTEDNESS 
$1,351,854 $119,718 4,466 309,209 
156 

$611,485 430,350 2,881 19.577 
IN pLANT 

$235,179,960 

TOTAL AGENCY (MEMORANDUM FUNDS ONLY) 
$351,268 

30,546 

$9,143,085 555,403 84,493 8,461,448 176,221 772,072 172,029 209,596 235,179,960 40,223 $1,661,219 $124,184 $1,064,296 $235,179,960 $381,814 $254,794,530 
$12,792 

$2,079,237 
$337 
381,477 
$2,462,265 546,295 553,323 381,477 2.105.158 2,079.237 139.393 

$113,100 $418,042 233,100.723 233,100,723 1,897,405 6,935,152 1,648,427 11,084 646,254 4,594,102 1,648,427 124,184 1,064,296 233,100,723 NONE 246,527,382 
$1,661,219 $124,184 $1,064,296 $235,179,960 $381,814 $254,794,530 

Schedule 4 



PLANT FUNDS ENDOWMENT RENEWALS AND RETIREMEN1 UP INVP-~; I Mt::~ FUNDS UNEXPENDED REPLACEMENTS INDEBTEDNESS IN pLANT 

$103,169 

$879,969 
9,820 

$394,673 64,649 
$4,544 34,745 

$16,011,284 

Schedule 5 

TOTAL (MEMORANDUM ONLY) 
$78,163,454 1,293,140 536,969 27,237,717 87,139 2,713,803 103,484 41,591 103,169 16,011,284 1,286 344.353 345,639 216,887 279,915 103,169 1,106,676 4,544 495,353 16,355,637 126,917,304 
93,535,705 12,214,759 1,136,176 4,007 2,135 472,0t7 28,683 500,700 344,353 650,000 994,353 135,524 135.524 5,357,040 5,357,040 1,500 34,441 896,825 1,500 472,017 28.683 514,318 6,007,040 114,777,224 

198,634 (100,000) (307,000) 180,000 227,617 (20,498) NONE 127,617 NONE (108,366) NONE 159,502 NONE NONE 101,669 762,276 1,799,617 886,151 
$1,901,286 NONE $1,648,427 

NONE (24,139) 148,323 NONE $124,184 

NONE NONE (7,362) (127,331) 10,348,597 12,292,230 1,191,627 222,752,126 234,235,162 NONE NONE NONE $1,064,296 $233,100,723 $246,527,382 



SOUTHERN UNIVERSITY SYSTEM STATE OFLOUISIANA BATON ROUGE CAMPUS CURRENT FUNDS Schedule of Revenues, Expenditures and Other Changes For the Year Ended June 30, 1996 

Revenues: Tuition and fees Federal appropdations State appropriations Federal grants and contracts State grants end contracts Local grants and contracts Private gifts, grants, end contracts Sales and services of education departments Sales and services of auxiliary departments Investment income Other sources Total revenues Expenditures and transfers: Educational and general: ~nstr~c~on Research Public service Academic support Student services Institutional support Operations and maintenance of plant Scholarships and fellowships Other Total educational and general expenditures Mandatory transfers for principal and interest Nonmandatory transfers for: Building use fees/academic enhancement fees Recovery of administrative costs from other campuses Other Auxiliary enterpdses expenditures Total expenditures end transfers Other additions (deductions): Excess of restricted receipts over transfers to revenues Inventory increase (decrease) Net increase (decrease) in fund balances 

CURRENT FUNDS 

Schedule 6 

GENERAL ENTERPRISES RESTRICTED 
$20,572,367 $1,053,882 2,198,145 $146,279 39.101.161 37,050 25,074,975 740,928 94,768 2,056,963 6,921 12,305,385 156,782 31,562 23,315 2,737,249 64,772,625 13,427,879 28,137,228 
29,36~,~65 3,114,529 2,518,096 6,560,013 3,317,815 10,236,746 6,656,080 3,574,161 

630,397 6,089,117 1,364,383 4,888,361 2,490,714 817,382 1,052 11,581,227 113.447 65,359,625 NONE 28,176,080 198,634 (407,000) (180,000) 286,967 (38,852) 12,214,759 64,772,625 12,700,360 28,137,228 

($10,856) 3,504 $731,023 
541.424 
$541,424 



SOUTHERN UNIVERSITY SYSTEM STATE OFLOUISIANA NEW ORLEANS CAMPUS ALLFUNDS Balance Sheet, June 30, 1996 

ASSETS Cash and cash equivalents Investments Accrued interest Accounts receivable Notes receivable Deferred charges and prepaid expenses Inventories institutional plant TOTAL ASSETS LIABILITIES AND FUND EQUITY Liabilities: Acoounts payable Accrued liabilities Due to other campuses Due to state treasury Deposits held for others Deferred revenues Bonds payable Installment purchase payable Total Liabilities Fund Equity: Net investment in plant Fund balances: Reserved Current operations - restricted Noncurrent operations * restricted Total Fund Equity TOTAL LIABILITIES AND FUND EQUITY 

CURRENT FUNDS 
GENERAL ENTERPRISES RESTRICTED 
$1.193.957 $264.085 
954.376 33.239 12.628 

$8.013 51.145 2,217.977 385 

STUDENT LOAN FUNDS 
$195.565 
1.917 111.637 

$2.194.200 $315.618 $2,225.990 $309.119 
$472.838 53.069 907.990 747.675 

$53.395 $98.813 $196.106 772,072 
37.473 

12,628 224,750 1,355,105 113.013 12.628 224.750 1.355.105 113.013 $2.194.200 $315.618 $2.225.990 $309.119 



20. FOUNDATIONS The accompanying financial statements do not include the accounts of the Southern University Foundation - Baton Rouge and the Southern University Foundation - New Orleans. These foundations are separate corporations whose financial statements are subject to audit by independent certified public accountants. Certain operating expenses of the Southern University Foundation - Baton Rouge for the year (assumed by Southern University and included in the Baton Rouge Campus General Fund expenditures, Statement C) are summarized as follows: Salaries and related benefits Operating services Other charges 
Tota 

21. PER DIEM PAID BOARD MEMBERS 

$133,138 4,305 3.600 $141,043 
Members of the Southern University Board of Supervisors receive $50 per diem for each day of attendance of board meetings, committee meetings, or while on business for the board, as authorized by LSA-R.S. 17:3206. A summary of per diem paid board members for the year ended June 30. 1996, is as follows: 



PLANT FUNDS ENDOWMENT AND OF FUNDS UNEXPENDED REPLACEMENTS INDEBTEDNESS 
$2.208.773 $3,602,090 $119,718 606.787 27.879 358,099 

156 
4.486 $1.628.475 430.350 9.117 35.301 

IN PLANT 

$300.526,064 
$2,815,560 $3,988,224 $124.184 $2,103,243 $300,526,064 

$13.114 
$2.284.237 613.176 

Statement A 

TOTAL AGENCY (MEMORANDUM FUNDS ONLY) 
$511,312 

30.546 $541.858 
$484 
541,374 

$17.726,787 1.065,016 98.790 13.653.530 717.115 131.250 210.630 222.224 300.526.064 40.223 $334,590.629 
$4,102,278 617,481 131,250 1,916,318 548.374 3,042,897 2,284,237 613.176 139.393 NONE 20.114 NONE NONE 2,897.413 541.858 13.395.404 

$113,100 $469,092 $2,815,560 3,966,110 11,084 2,815,560 3,968,110 124.184 
$2,815,560 $3,988.224 $124.184 

297.628.651 
1,634,151 2,103.243 297,628,651 NONE $2,103,243 $300,526,064 $541,858 

297.628.651 2,142,686 12,099,271 9,324,617 321,195.225 
$334,590,629 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA SHREVEPORT-BOSSIER CITY CAMPUS CURRENT FUNDS Schedule of Revenues, Expenditures, and Other Changes For the Year Ended June 30, 1996 

Revenues: Tuition and fees Federal appropdations State appropriations Federal grants and contracts State grants and contracts Pdvate gifts, grants, and contracts Sales and services of auxiliary departments Investment income Other sources Total revenues Expenditures and transfers: Educational and general: Instruction Research Public service Academic support Student services Institutional support Operations and maintenance of plant Scholarships and fellowships Other Total educetional and general expenditures Nonmandatory transfers - other Auxiliary enterprises expenditures Total expenditures and transfers Other additions - excess of restricted receipts over transfers to revenues Net increase in fund balances 

UNRESTRICTED FUNDS 

Schedule 12 

GENERAL ENTERPRISES RESTRICTED 
$1,118,121 $15,579 399 3,865,322 
28,103 100.310 

$3,618,037 81,981 102,900 97,806 175 1.196 
2,198,195 
437,711 309,213 1,555,277 496,533 45,281 40.045 

195,377 51,575 23,101 160.888 1,296,079 488.059 1,589,035 5,082,255 NONE 3,804,114 30,000 7,099 91,779 5,112,255 98,878 3,804,114 
NONE NONE 140.142 NONE $t4,682 $140,142 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
enterprise funds. Restricted current funds represent those operating funds on which restrictions have been imposed that limit the purposes for which such funds can be used and include gifts, grants, or contracts from governmental or private agencies. Student Loan Funds The student loan funds group accounts for resources available for loans to students. Endowment Funds Endowment funds are funds with respect to which donors or other outside agencies have stipulated, as a condition of the gift instrument, that the principal is to be maintained inviolate and in perpetuity and invested for the purpose of producing present and future income that may either be expended or added to principal. Plant Funds The plant funds group contains four self-balancing subgroups. Unexpended plant funds are used for the acquisition of long-lived assets for institutional purposes. Funds for renewals and replacements are set aside from current operating revenues for the renewal and replacement of auxiliary enterprise properties. Funds for retirement of indebtedness are to service plant indebtedness of the university. Investment in plant includes all long-lived assets of the university. Certain plant assets are provided directly by the state and are funded by general obligation bonds of the state. While the plant assets are included in the financial statements, the general obligation bonds are not since they are funded by the state treasurer. Agency Funds Agency funds are deposits in which the university acts as custodian or fiscal agent on behalf of others, such as student or faculty organizations and workshops. D. BASIS OF ACCOUNTING The financial statements of the university have been prepared on the accrual basis of accounting, except that (1) depreciation is not recognized; (2) annual and sick leave is recognized when paid; (3) summer school tuition and fees and faculty salaries and related benefits for June are not prorated but are deferred to the succeeding year; and 
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STATE OF LOUISIANA Baton Rouge, Louisiana We have audited the accompanying general purpose financial statements of the Southern University System, a component unit of the State of Louisiana, as of and for the year ended June 30, 1996, as listed in the foregoing table of contents. These financial statements are the responsibility of management of the Southern University System. Our responsibility is to express an opinion on these financial statements based on our audit. 
Except as discussed in the fourth paragraph, we conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. 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. As described in note 1-K to the financial statements, the university has excluded the liability relating to compensated absences from the accompanying financial statements. In our opinion, generally accepted accounting principles require that such liability be reflected on the financial statements in the year in which the benefits accrue. As discussed further in Exhibit A of this report, because of the inadequacy of student loan subsidiary ledgers, we were unable to satisfy ourselves as to the validity of $717,115 in notes receivable reflected on the balance sheet in the student loan funds. 
In our opinion, except for the effects of not recording the liability for compensated absences and except for the effects of such adjustments, if any, as might have been determined to be necessary had the records within the student loan funds group been adequate, the accompanying general purpose financial statements present fairly, in all material respects, the financial position of the Southern University System at June 30, 1996; the changes in fund balances; and the current funds revenues, expenditures, and other changes for the year then ended, in conformity with generally accepted accounting principles. 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
year ended June 30, 1996, and an adjustment to decrease prior-year fund balances would be made for $7,822,602. 12. LEASE OBLIGATIONS In April 1994, the Southern University - Shreveport-Bossier City campus entered into a three- year operating lease for laboratory, classroom, and office space located at the downtown municipal airport in Shreveport, Louisiana, to be used as an off-campus instruction site. The annual rental payment for the remaining year, 1997, is $108,469. t3. LONG-TERM DEBT nstallment Purchase Payable The Southern University, New Orleans campus has entered into two installment purchase agreements with International Business Machine Credit Corporation for the purchase of computer equipment. These agreements require scheduled payments on a monthly basis and have interest rates of 4.09 and 6.13 percent. The following is a summary of installment purchases payable transactions by the university for the year ended June 30, 1996: 

Balance at July 1, 1995 Installment purchases in 1996 Installment payments in 1996 NONE $805,0O0 (191,824) nstallment purchase payable at June 30, 1996 $613,176 
The following is a summary of future minimum installment payments as of June 30 1996: Year Ending June 30: 1997 1998 1999 Total minimum installment payments Less - amount representing interest 
Tota 

$286,139 286,139 71,535 643,813 (30,637). $613,176 The installment purchase agreements have non-appropriation exculpatory clauses if the Louisiana Legislature does not make an appropriation for their continuation during any future fiscal period. 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA ALL FUNDS Combined Balance Sheet, June 30, 1996 

ASSETS Cash and cash equivalents (note 2) investments (note 4) Accrued interest Accounts receivable (note 5) Notes receivable (note 6) Due from other funds Deferred charges and prepaid expenses Inventories (note loG) Institutional ptant (note 18) Other assets TOTAL ASSETS LIABILITIES AND FUND EQUITY Liabilities: Accounts payable Accrued liabilities Due to other funds Due to state treasury (note 14) Deposits herd for others Deferred revenues (note l-H) Bonds payable (note 13) Installment purchase payable (note 13 Other liabilities Total Liabilities Fund Equity: Net investment in plant Fund balances: Reserved (note 15) Current operations - restricted Noncurrent operations - restricted Tota] Fund Equity TOTAL LIABILITIES AND FUND EQUITY 

CURRENT FUNDS 
GENERAL ENTERPRISES RESTRICTED 
$3,768,881 $2,237,192 
2,941,523 
194,239 104,527 
1,133,309 74,650 4,498 117,697 9,677 $7,009,170 $3,577,020 

$2,999,591 72,765 9,360,749 56,600 11.740 

STUDENT LOAN FUNDS 
$649,755 12,442 4,549 717.115 

$12,521,445 $1,383.861 
$1,891,824 $263,066 $1,576,891 617,481 1,916,318 2,479,020 563,877 

139,393 6,904,643" 966,336' 
104,527 71,382 2,539,302 

$356,899 131,250 

1,384,585 9,559,969 895,712 
$7,009,170 $3,577,020 

The accompanying notes are an integral part of this statement. 5 

$12,521,445 $1,383,861 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
Bonds and Contracts Payable The following is a summary of bonds and reimbursement contracts payable transactions of the university for the year ended June 30, 1996: Bonds and contracts payable at July 1, 1995 Bonds and contracts retired $2,658,590 (374,353) Bonds and contracts payable ata June 30, 1996 $2,284,237 

A detailed summary of all debt outstanding at June 30, 1996, including interest payments of $749,109, follows: 
Bond Issue Baton Rouge Campus: Housing System: Series 1967-B Series 1967-C Academic Facilities Building Use Fee Revenue Bonds - Series 1970-A Expansion of Student Union Building Bonds A. W. Mumford Stadium Track Resurfacing Bonds - Series 1993 New Orleans Campus - Academic Facilities Building Use Fee Revenue Bonds - Series 1971 Reimbursement contracts - Baton Rouge: Reroofing Dunn Hall Azalea Dormitory Renovation 
Tota 

Date of Issue 
April1,1967 April1, 1967 $1,510,009 1.800.000 
December 1. 1970 1,400,000 February 15, 1974 1,400,000 November 1, 1993 650.000 

Outstanding June 30, 1995 
$175,000 185.000 
535,000 735,000 626.000 

May 1, 1971 655,000 235,000 
February 1, 1991 February 1, 1991 125,002 120.000 95,590 72.000 $7,660,002 $2,658.590 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Combined Statement of Changes in Fund Balances For the Year Ended June 30, 1996 

Revenues and other additions: Unrestricted current fund revenues Tuition and fees. restricted State grants end contracts - restricted Federal grants end contracts - restricted Local grants end contracts - restricted Phvate gifts, grants, and contracts o restricted Investment income - restricted Interest on loans receivable Endowment income Additions to plant facilities Retirement of indebtedness Other sources Total revenues and other additions Expenditures and other deductions: Educational and general Auxiliary enterprises Indirect costs recovered Loan cancellations and wdte-offs Administrative and collection costs Expended for plant facilities Retirement of indebtedness Interest on indebtedness Disposal of plant facilities Other Total expenditures and other deductions Transfers among funds - additions (deductions): Mandatory - principal and interest Nonmandatory: Building use fees/academic enhancement fees Other Toter transfers among funds Inventory increase (decrease) Net increase (decrease) for the year Fund balances at beginning of year Fund balances at end of year 
The accompanying notes are an 

CURRENT FUNDS 
GENERAL ENTERPRISES RESTRICTED 
$87,287,510 $14,465,050 $800,590 44,376,493 407,259 3.557,393 85,146 

STUDENT LOAN FUNDS 
$40,053 683,346 
31,062 50,386 

1,027,262 64,281 87,287,510 14,465,050 50,254,143 869,128 
87,539,906 13,498,533 47,577,712 1,600,881 4,007 2.135 

974,752 87,539,906 13,498,533 49,178,593 980,894 
(214.604) (198,634) 467.000 (316,584) 252,396 (515,218) (4,727) (4,727) 109,254 

3,504 
88,967 88,967 NONE NONE 454,803 1,164,517 2,155,881 9,780,037 $104,527 $2,610,684 $10,944,554 

ntegral part of this statement 7 

NONE 
1.007,478 



ENDOWMENT FUNDS 

$163.622 

pLANT FUNDS UNEXPENDED REPLACEMENTS INDEBTEDNESS IN PLANT 
$1,325,259 $524,905 77,934 
36,659 $4,544 65,985 
237,048 1,598,9~56 

496,133 

$t7,615,224 1,286 566.177 

28,683 566,177 173,579 

Statement B 

TOTAL (MEMORANDUM ONLY) 
$101,752,560 1,890,217 800,590 45,137,773 407,259 3,557,393 223,396 50,386 163,622 17,615,224 567A63 1,328,591 173A94,474 
135,117,618 13,498,533 1,600,881 4,007 2,135 624,816 566,177 173,579 5,715,497 5,715,497 5,642 41,637 680,000 1,672,031 5,642 496,133 28,683 781,393 6,365,497 158,875,274 

413,238 (160,000) (307,000) ~ 227,617 NONE 67,617 NONE 1"06,238 NONE NONE NONE 157,980 2,657,580 
NONE 1,170,450 2,797,660 (24,139) 148,323 

NONE NONE (1,223) (5,045) 11,815,904 14,617,977 2,108,286 265,812,747 306,577,248 $2.815.560 $3.968,110 $124,184 $2,103,243 $297,628,651 $321,195,225 



SOUTHERN UNIVERSITY SYSTEM STATE OFLOUISIANA CURRENT FUNDS Combined Statement of Revenues, Expenditures, and Other Changes For the Year Ended June 30, 1996 

Revenues: Tuition and fees Federal appropriations State appropriations Federal grants and contracts State grants and contracts Local grants and contracts Private gifts, grants, and contracts Sales and services of education departments Sales and services of auxiliary departments investment income Other sources Total revenues Expenditures and transfers: Educational and general Instruction Research Public service Academic support Student services Institutional support Operations and maintenance of plant Scholarships and fellowships Other Total educationat and general expenditures Mandatory transfer - principa~ and interest Nonmandatory transfers for: Building use fees/academic enhancement fees Other Auxiliary enterprises expenditures Total expenditures and transfers Other additions (deductions): Excess of restricted receipts over transfers to revenues Inventory increase (decrease) Net increase (decrease) in fund batances 

UNRESTRICTED FUNDS 

Statement C 

GENERAL ENTERPRISES RESTRICTED 
$28.156,723 $1.264.729 2,198,544 $276,121 53,471.877 42,158,054 1,009,431 368,731 2,606,032 6,921 13,146,276 270.188 54.045 85,146 3,183,257 1.035,345 87,287.510 ~  47,538.860 
39,747,624 1,141,870 3,122,549 6.343.697 2,561,417 5.199,422 8.504,207 8,180,178 4.672,839 4,908,668 15,809.053 1,761,946 9,164,761 1,043,197 3,917,411 18,873,021 40,045 125,713 87,539,906 ~  47,577,712 214,604 198,634 H67.000) 316,584 (38,852) 13,498,533 87,287,510 14,013,751 47,538,860 
(4,727) ($4,727) 

The accompanying notes are an integral part of this statement. 9 

3,504 $454.8o3 
1,164,517 
$~.164.517 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
governmental colleges and universities. The accompanying financial statements have been prepared in accordance with the AICPA College Guide model principles, except for the recognition of compensated absences. The university recognizes the liability for unused annual and sick leave when paid because major portions of the liability will be paid from the university's General Fund from future appropriations made by the Louisiana Legislature. B. REPORTING ENTITY The GASB, Code Section 2100, has defined the governmental reporting entity to be the State of Louisiana. The university is considered a component unit of the State of Louisiana because the state exercises oversight responsibility and has accountability for fiscal matters as follows: (1) a majority of the members of the governing boards are appointed by the governor; (2) the state has control and exercises authority over budget matters; (3) state appropriations provide the largest percentage of total revenues; (4) the state issues bonds to finance certain construction; and (5) the university primarily serves state residents. The accompanying financial statements present information only as to the transactions of the programs of the Southern University System, a component unit of the State of Louisiana. Annually, the State of Louisiana issues general purpose financial statements, which include the activity contained in the accompanying financial statements. The general purpose financial statements are audited by the Louisiana Legislative Auditor. C. FUNDACCOUNTING To observe the limitations and restrictions placed on the use of available resources, the accounts of the university are maintained in accordance with the principles of fund accounting. Such principles prescribe the manner in which resources for various purposes are classified, for accounting and reporting purposes, into funds that are in accordance with specified activities or objectives. Accounts are separately maintained for each fund; however, in the accompanying financial statements, funds having similar characteristics have been combined into fund groups. Accordingly, all financial statements have been reported by fund groups. A brief description of each fund group follows: Current Funds Current funds are operating funds that will be expended in the near term. Such funds have two basic sub-groups, unrestricted and restricted. 
Unrestricted current funds include all funds for operating purposes on which there are no restrictions, except the budgetary control provisions included in the annual legislative appropriation act, and include the General Fund and auxiliary 

11 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
(4) inventories of the General Fund are recorded as expenditures at the time of purchase. The statement of current funds revenues, expenditures, and other changes is a statement of financial activities of current funds relating to the current reporting period. It does not purport to present the results of operations (net income or loss) for the period as would a statement of revenues and expenses. To the extent that current funds are used to finance plant assets, the amounts so provided are accounted for as expenditures in the case of normal acquisitions, repairs, and renovations; mandatory transfers in the case of required provisions for debt amortization and interest; and as transfers of a nonmandatory nature for all other cases. 
E. BUDGET PRACTICES The appropriations made for the General Fund of the Southern University System are annual lapsing appropriations established by legislative action and by Title 39 of the Louisiana Revised Statutes. The statute requires that the budget be approved by the Board of Regents for Higher Education and certain Jegislative and executive agencies of state government. Budget revisions are granted by the Joint Legislative Committee on the Budget. In compliance with these legal restrictions, budgets are adopted on the accrual basis of accounting, except that (1) depreciation is not recognized; (2) leave costs are treated as budgeted expenditures to the extent that they are expected to be paid; (3) summer school tuition and fees and summer school faculty salaries and related benefits for June are not prorated but are recognized in the succeeding year; and (4) inventories in the General Fund are recorded as expenditures at the time of purchase. The original approved budgets and subsequent amendments approved are as follows 
Original approved budget Amendments - state Generar Fund Total budgeted amounts 

Board and System Baton Rouge Administration Campus $4,093,499 (2.S00,971) $65.072,191 1.762.130 
Shrevepod- New Orleans Bossier City Campus Campus $16,911,597 $5,566,682 1.125,577 $1,192,528 $66.834,321 $18,037,274 $5,566,682 The other funds of the university, although subject to internal budgeting, are not required to submit budgets for approval through the legislative budget process. 

13 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
F CASH AND CASH EQUIVALENTS AND INVESTMENTS Cash includes cash on hand, demand deposits, interest-bearing demand deposits, and cash in trust accounts. Cash equivalents include amounts in time deposits. Under state law, the Southern University System may deposit funds within a fiscal agent bank organized under the laws of the State of Louisiana, the laws of any other state in the Union, or the laws of the United States. Furthermore, the university may invest in certificates of deposit of state banks organized under Louisiana law and national banks having their principal offices in Louisiana. In accordance with Louisiana Revised Statute (LSA-R.S.) 49:327(C)(3), the university is authorized to invest funds in direct United States Treasury obligations. These investments are United States Treasury securities and are reported at cost, which approximates market on the balance sheet. During the year, the university invested idle cash in its checking account in repurchase agreements secured by United States Treasury notes. The agreements matured in one to three days. 
G. INVENTORIES Inventories are valued at lower of cost or market. The university uses both perpetual and periodic inventory systems and values its inventory using the FIFO valuation method. Inventories in the General Fund are recorded as expenditures at the time of purchase. Year-end balances are offset by a fund balance reserve that indicates this portion of the fund balance does not constitute available spendable resources. The inventories of the auxiliary enterpnse funds are expended when sold or used, except for athletic books inventory and donated inventory from the Department of Agriculture, which are recorded at fair market value and year-end balances are offset by a fund balance reserve that indicates this portion of the fund balance does not constitute available spendable resources. H. DEFERRED REVENUES Tuition and fees collected at June 30, 1996, but applicable to the 1996 summer session, are reported as deferred revenues. Expenses relating to this session are reported in the period the tuition and fees are recognized as revenues. ENCUMBRANCES Encumbrance accounting, under which purchase orders, contracts, and other commit- ments for the expenditure of monies are recorded to reserve fund balances, is employed 

14 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
by the university. Encumbrances outstanding at year-end in all funds, except for the General Fund, are reported as reservations of fund balance since they do not constitute expenditures or liabilities in the year encumbered. Encumbrances of the General Fund are not included in the financial statements because the university does not have the ability to finance the liquidation of encumbrances after June 30, 1996, as provided by LSA-R.S. 39:82. There are no encumbrances outstanding for the General Fund at June 30. 1996. J. PLANT ASSETS Physical plant and equipment are stated at cost at the date of acquisition, estimated cost if actual cost is not known, fair market va~ue at date of donation in the case of gifts, or market value for livestock. Public domain or infrastructures are not capitalized. No depreciation has been provided on plant assets. 
K. COMPENSATED ABSENCES Employees accrue and accumulate annual and sick leave in accordance with state law and administrative regulations. The leave is accumulated without limitation; however, nine-month faculty members do not accrue annual leave but are granted faculty leave during holiday periods when students are not in classes. Upon separation of employment, both classified and non-classified personnel or their heirs are compensated for accumulated annual leave not to exceed 300 hours. In addition, academic and unclassified personnel or their heirs are compensated for accumulated sick leave not to exceed 25 days upon retirement or death. Unused annual leave in excess of 300 hours plus unused sick leave are used to compute retirement benefits. The liability for unused annual leave and unused sick leave, as discussed previously in note 1, is not recorded in the accompanying financial statements. L. TOTAL COLUMNS ON STATEMENTS Total columns on the statements are captioned Memorandum Only (overview) to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations. Neither is such data comparable to a consolidation. 2. CASH AND CASH EQUIVALENTS At June 30, 1996, the university has cash and cash equivalents (book balances) totaling $17,725,787 comprised as follows: 

95 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
Demand deposits Interest-bearing demand deposits Time deposits Petty cash (on hand) Cash in trust accounts Total 

$13,955,705 3,750,104 1,055 8,120 10.803 $17,725,787 
These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At June 30, 1996, the university has $26,218,135 in deposits (collected bank balances). These deposits are secured from risk by $738,806 of federal deposit insurance (GASB Category 1) and $22,955,933 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). Deposits of $2,523,396 are unsecured and uncollateralized (GASB Category 3). 3. DUE TO AND FROM OTHER CAMPUSES Substantially all cash received by the university is deposited into a pooled cash account. At June 30, 1996, the Restricted Fund at the Southern University - New Orleans campus has made disbursements in excess of the fund's equity in the pooled cash account resulting in $772,072 due from the Southern University - New Orleans campus to the Southern University - Baton Rouge campus. For presentation purposes, these amounts have been eliminated from Statement A. 4. INVESTMENTS At June 30, 1998, the university has investments totaling $1,065,016 as follows Baton Rouge Campus New Orleans Campus Shreveport-Bossier City Campus Total 

$555,403 481,734 27.879 $1,065,016 
The investments are in mutual funds invested in United States Treasury securities and are reported at cost, which approximates market, on the balance sheet. These investments are uncategorized in applying the credit risk of GASB Codification Section 150.164. 
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SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Audit Report, June 30, 1996 
LEGISLATIVE AUDITOR 

We have also issued separate reports dated November 26, 1996, on internal control structure and compliance with laws and regulations as required by Government Auditing Standards, issued by the Comptroller General of the United States. Our audit was made for the purpose of forming an opinion on the accompanying general purpose financial statements. The accompanying supplemental information schedules listed in the table of contents are presented for the purpose of additional analysis and are not a required part of the general purpose financial statements of the Southern University System. Such information has been subjected to the procedures applied in the audit of the general purpose financial statements and, in our opinion, except for the effects of not recording the liabilities for compensated absences and the effects of adjustments, if any, as might have been determined to be necessary had there been adequate records in the student loans fund group, are fairly stated in all material respects in relation to the financial statements taken as a whole. Respectfully submitted, 

BMM:WMB:dl ISOUTHERN) 
Legislative Auditor 



pLANT FUNDS ENDOWMENT RETIREMENI Ur INV~~I~=N FUNDS UNEXPENDED INDEBTEDNESS IN PLANT 

$60,453 

$393,800 $98,447 13,285 
22,599 29,553 
18,782 435,181 
18.759 

$956,003 221,824 

TOTAL (MEMORANDUM ONLY) 
$17,216,276 511,825 160,706 8,992,536 320,120 397,296 107,485 303 60,453 956,003 221,824 18,962 

221,824 38,055 
25,822,909 1,191,994 133,389 18,759 221,824 38,055 222,650 222,650 4,142 4,158 15,206 4.142 18,759 264,037 222,650 27,664,786 

(60,000) 214.604 (150,000} 
NONE 56,311 857,963 
NONE 356,422 1,612,081 91,882 794.034 955,177 51,352,265 

6,129 1,185,112 56,626,519 $914,274 $1,968,503 $885,916 $52,307,442 $57,781,631 

Schedule 8 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA NEW ORLEANS CAMPUS CURRENT FUNDS Schedule of Revenues, Expenditures, and Other Changes For the Year Ended June 30, 1996 

Revenues: Tuition and fees State appropriations Federal grants and contracts State grants and contracts Local grants end contracts Private gifts, grants, end contracts Sales and services of auxiliary departments Investment income Other sources Total revenues Expenditures end transfers: Educational and general: Instruction Research Public service Academic support Student services Institutional support Operations and maintenance of plant Scholarships and fellowships Other Total educational and general expenditures Mandatory transfer - principal and interest Nonmandatory transfers for: Building use fees/academic enhancement fees Recovery of administrative costs from other campuses Other Auxiliary enterprises expenditures Total expenditures and transfers Other additions (deductions): Excess of restricted receipts over transfers Inventory increase (decrease) Net increase (decrease) in fund balances 

UNRESTRICTED FUNDS 

Schedule 9 

GENERAL ENTERPRISES RESTRICTED 
$6,466,235 $195,268 9,395,429 
85,303 345,698 

$8,959,740 186,522 273,963 359,342 706,035 22,308 55,281 
8,167,244 8,020 43,321 1,506,483 1,045,811 2,907,065 2,012,148 297,969 

116,095 92,957 907,784 1,781,253 1,121,875 93,649 6,800 5,702,169 12,266 15,988,061 NONE 9,834,848 214.604 (60,000) 150,000 22,518 1.191.994 
6.129 (33,065) 
$6,129 ($290,901) ($33,065) 



 



PLANT FUNDS OF UNEXPENDED INDEBTEDNESS 
$248,273 27,879 10,353 
$286.505 

$146,954 6,077 
$153,031 

IN PLANT 

$12,220,486 $12,220.486 

TOTAL AGENCY (MEMORANDUM FUNDS ONL~ 
$490 

~9o 

$1,068,312 27,878 626,600 429,257 131,250 1,547 12,220,486 $14,505,331 
$169,744 18,117 131,250 372,442 $490 490 152,591 NONE NONE NONE 490 844,634 $12.220,486 

$286,505 $153,031 286.505 153,031 12,220,486 NONE $286,505 $153.031 $12,220,486 $490 ==~==== 

12,220,486 18,927 586,100 835,184 13,660,697 $14,505.331 

Schedule 10 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA SHREVEPORT-BOSSIER CITY CAMPUS Schedule of Changes in Fund Balances For the 'Year Ended June 30, 1996 

Revenues and other additions: Unrestricted current fund revenues Tu/tion end fees - restricted State grants and contracts - restricted Federsl grants and contracts - restricted Private gifts, grants, end contracts - restricted Investment income, restricted Interest on loans receivable Additions to plant facilities Other sources Total revenues and other additions Expenditures and other deductions: Educational and general Auxiliary enterprises Indirect costs recovered Expended for plant facilities Disposal of plant facilities Other Total expenditures and other deductions Transfers among funds, additions (deductions): Nonmandatory: Recovery of administrative costs from other campuses Other Total transfers among funds Net increase (decrease) for the year Fund balances at beginning of year Fund balances at end of year 

CURRENT FUNDS 
GENERAL ENTERPRISES RESTRICTED 
$5,112,255 $113.560 $102,915 3,743,314 155,629 1.196 

STUDENT LOAN FUNDS 
$f,977 930 
8,492 f,073 5,112,255 113,560 4,003,054 12,472 

5.082,255 91.779 3,804,114 65,897 
106,962 5,082.255 91,779 3,870,011 106,962 

(30,000) (7,099) 7,099 (7,099) 7,ogg NONE 
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NONE NONE 14.682 112,364 $127,046 
140,142 337,839 $477,681 
(94.49~ 490.138 $395,648 



pLANT FUNDS UNEXPENDED INDEBTEDNESS IN PLANT 
$51,490 $31,785 
4,240 
1,229 56.959 

1,657 $647,837 33.442 647,937 
5,357 135,807 

TOTAL (MEMORANDUM ONLY) 
$5,225,815 85,252 102,915 3,744,244 155,629 7,093 8,492 647,937 2,302 9,979,679 
8,886,369 91,778 65,897 5,357 135,807 3,038 110,000 5.357 3,035 135,807 9,295,209 

51,602 234,903 30.404 122,627 512,130 11,708,356 $286,505 $153,031 $12,220,486 
654,470 13,006,227 
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SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA NEW ORLEANS CAMPUS Schedule of Changesin Fund Balances Forthe Year Ended June 30, 1996 

Revenues and other additions: Unrastricted current fund revenues Tuition end fees - restricted State grants end contracts - restricted Federal grants and contracts, restricted Local grants and contracts, restricted private gifts, grants, and contracts - restricted Investment income - restricted Interest On loans receivable Endowment income Additions to plant facilities Retirement of indebtedness Other sources Total revenues end other additions Expenditures and other deductions: Educational and general Auxiliary enterprises Indirect costs recovered Expended for plant facilities Retirement of indebtedness Interest on indebtedness Dispose; of p~ant facitities Other Total expenditures and other deductions Transfers among funds, additions (deductions): Mandatory - principal and interest Nonmandatory: Building use fees/academic enhancement fees Recovery of administrative costs from other campuses Other Total transfers among funds inventory decrease Net increase (decrease) for the year Fund balancos at beginning of year Fund balances at end of year 

CURRENT FUNDS 
GENERAL ENTERPRISES RESTRICTED 
$16,292,665 $923,611 $160,706 8,979,251 320,120 397,296 55,281 

STUDENT LOAN FUNDS 
$19,578 
2 303 
160 

15,988,061 1,191,994 9,834,848 133,389 
6,906 

(214,604) 60,060 (150,006) (22,518) (304,604) 22,518 
6.129 NONE NONE 6,129 6,49g (290,901 515,651 (33,065) 1,388,170 13,157 99,856 $12,628 $224,750 $1,355,105 $113,013 



SOUTHERN UNIVERSITY SYSTEM STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
maintenance of the optional retirement plan, is remitted to the designated company or companies. Upon receipt of the employer's contribution, the TRS pays over to the appropriate company or companies, on behalf of the participant, an amount equal to the employer's portion of the normal cost contribution as determined annually by an actuarial committee. The TRS retains the balance of the employer contribution for application to the unfunded accrued liability of the system. Benefits payable to participants are not the obligations of the State of Louisiana or the Teachers Retirement System of Louisiana. Such benefits and other rights of the optional retirement plan are the liability and responsibility solely of the designated company or companies to whom contributions have been made. Employer contributions to the optional retirement plan totaled $1,505,232 for the year ended June 30. 1996. 9 POSTRETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS The university provides certain continuing health care and life insurance benefits for its retired employees. Substantially all of the university's employees become eligible for these benefits if they reach normal retirement age while working for the university. These benefits for retirees and similar benefits for active employees are provided through a state-operated group insurance program and various insurance companies whose monthly premiums are paid jointly by the employee and the university. The university recognizes the cost of providing these benefits to retirees (university's portion of premiums) as an expenditure when paid during the year. These retiree benefits total $1,048,623 for 421 retirees for the year ended June 30, 1996. 10. RISK MANAGEMENT Losses arising from judgments, claims, and similar contingencies are paid through the state's self-insurance fund operated by the Office of Risk Management, the agency responsible for the state's risk management program, or by legislative appropriation and are not reflected in the university's financial statements. The university is involved in numerous lawsuits at June 30, 1996, in which the plaintiffs are seeking damages. 11. COMPENSATED ABSENCES At June 30, 1996, employees of the university have accumulated and vested $8,327,367 of employee leave benefits, which was computed in accordance with GASB Codification Section C60. As previously discussed, the leave payable is not recorded in the accompanying financial statements. If the financial statements were corrected for this departure from generally accepted accounting principles, current funds' liabilities would be increased by $8,327,367. This adjustment would be made to the appropriate fund within the current funds from which the leave is payable. Also, the net decrease in fund balances would be decreased by $504,765 for the 
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