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])ANI F,I, G. KYLE, PII.D., CPA, CFE I,F, GISI ,ATIVE AUDITOR 
OFFICE OF LEGISLATIVE AUDITOR STATE O1:! LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
November 14. 1997 
ndeoendent Auditor's Reoorl 

NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Monroe. Louisiana 

1600 NORT]! TIIIRD STREET POST OFFICE BOX 94397 TELF, P] lONE: (504) 339-3g00 FACSIMII ,F,: (504) 339-3970 

We have audited the accompanying general purpose financial statements of Northeast Louisiana University, a component unit of the State of Louisiana, as of June 30, 1997, and for the years ended June 30, 1997 and 1996, as listed in the foregoing table of contents. These general purpose financial statements are the responsibility of Northeast Louisiana University's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government 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~ In our opinion, except for the effects of not recording the liability relating to compensated absences, as discussed in the preceding paragraph, the accompanying general purpose financial statements referred to above present faidy, in all material respects, the financial position of Northeast Louisiana University, at June 30, 1997; the changes in fund balances; and the current funds' revenues, expenditures, and other changes for the years ended June 30, 1997 and 1996, in conformity with generally accepted accounting principles. 



LEGISLATIVE AUDITOR 
NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Audit Report, June 30, 1997 
In accordance with Government Auditing Standards, we have also issued our report dated November 14, 1997 on our test of compliance with certain provisions of laws, regulations, contracts, and grants and our consideration o! Northeast Louisiana University's internal control over financial reporting. Our audit was made for the purpose of forming an opinion on the general purpose financial statements of Northeast Louisiana University, taken as a whole. 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. Such information has been subjected to the procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the general purpose financial statements taken as a whole. 

RLA:MAN:d 

ect fully submitted, ~. 
Daniel G. Kyle. CPA, CFE Legislative Auditor 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA BALANCE SHEET - ALL FUNDS For the Year Ended June 30, 1997 

ASSETS Cash and cash equivalents Accounts receivebte Notes receivable Due from private foundations Due from other funds Deferred charges and prepaid expenses Inventories Institutional plant Other assets 

CURRP'NT FUNDS GENERAL AUXILIARY ENTERPRISES RESTRICTED 
$628,843 $750,745 
3,769,042 182,345 117.761 

110,349 75,595 995,222 130,894 

STUDENT LOAN ENDOWMENT FUNDS FUNDS 
$536,207 $481,099 1,104,596 4,809,951 196 $2,970,277 

TOTAL ASSETS $4,697,991 $2,062,805 =! $1,640,999 $5,291,050 $2,970,277 LIABILITIES AND FUND EQUITY Liabilities: Accounts payable Accrued liabilities Due to other funds Deposits held for others Deferred revenues Matured bonds end interest payable Bonds payable Total Uabllities Fund Equity: Net Investment in ptant Fund balance - reserved Current operations - restricted (deficit) Noneurrent operations: 
Endowment Total Fund Equity (deficit) 

$238,511 2,254,533 $293,928 142,280 3,230,217 2,067,186 231,045 
$298,472 44,353 419A30 

4,580,230 3,897,470 762,255 
117.761 

117.761 

221,894 
(2,056,55~ 

857.167 21.577 
878.744 

$33 291,909 
291,942 

4~99,198 

NONE 

$2,970,277 
TOTAL LIABILITIES AND FUND EQUITY $4,697,991 $2,062,805 $1,649,999 $5,291,050 $2,970,277 
The accompanying notes are an integral part of this statement. 4 



PLANT FUNDS RENEWALS RETIREMENT AND OF INVESTMENT AGENCY UNEXPENDED REPLACEMENTS INDEBTEDNESS IN PLANT FUNDS 
$51,352 $805,078 $2,167,581 
1,837,742 624,902 

$132,465,098 

$1,903,563 169,574 
3.921 

Statement A 

TOTAL (MEMORANDUM ONLY) 
$5,944,880 2,653,758 4,809,951 2,970,277 6,346,152 257,940 1,112,983 132,465,096 130,894 $1,889,094 $805,078 $2,792,483 $132,465,096 $2,077,058 $156,691,931 

$9,568 874,855 $624,902 $624,902 
327,248 952.150 7.922.518 

18,615 180,176 1,816,500 
986.056 1.004,671 180,176 23,833 1,840,333 

124,542,576 

124,542.578 

$63,860 6,600 279,937 1,701,437 25,224 
2,077,058 

NONE 

$904,372 2,447,766 6,346,152 1,701,437 2,343,455 327,248 7.922,518 21.992.948 124,542,578 3,212,113 
(2,034,982) 6,008,997 2,970,277 134,698,983 

$1,859,094 $805,078 $2,792,483 $132,465,096 $2,077,058 $156,691,931 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Statement of Changes in Fund Balances For the Year Ended June 30, t997 

Revenues and other additions: Unrestricted current fund revenues Tuition and fees - restricted State grants and contracts - restricted Federal grants and contracts - restricted Local grants end contracts - restricted Private gifts, grants, and contracts - restricted Investment income - restricted Sales end services of educational departments Sales end ~,ew~ces of auxiliary departments Interest on loans receivable State funded endowments Additions to plant facilities Retirement of indebtedness Other sources Total revenues and other additions Expenditures and other deductions: Educational and general Auxiliary enterprises Auxiliary equipment purchases Indirect costs recovered 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): ~'a~dalo~ - p1~nc~pat e~d ~,'n'L~re~,'~ Nonmandatory - other Total transfers among funds Inventory increase Net increase (decrease) for the year Fund balances (deficit) at July t, 1996 

CURRENT FUNDS AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$52,927,523 

293.672 $17,338,448 

$1,139,152 2,565,836 11,770,124 362,352 801,874 42 

51,637,403 18,825,666 230.390 

19.056.056 
__(1,583,792/ 1,690,203 __(1,583,792) 1,690,203 26,695 26,698 91.066 

NONE (27,405) (1,8o7,26ol 

15,802,807 
294,881 

NONE NONE 

STUDENT LOAN FUNDS 
$17,526 112,252 
94,643 
11.714 236,135 

12,217 12,217 
NONE NONE 531,692 223,918 347.052 4,775.190 Fund balances (deficit) at June 30, 1997 $117,761 ($1,834,665) $878,744 $4,999,108 

The accompanying notes are an integral part of this statement. 6 



 

PLANT FUNDS RENEWALS RETIREMENT AND OF REPLACEMENTS INDEBTEDNESS ENDOWMENT FUNDS UNEXPENDED 
$946,868 

$6,208 34,698 $18,694 $69,160 
160,020 
166,228 981,206 18,694 

'~.156.653 
25.028 

NONE 166,228 2,804,049. $2,970,277r 

(582,365) 692,531 110,t66 NONE 

24,520 93,680 

806,895 431,351 4.422 
(624,902) (624,9~ NONE 

1,207,267 (798,942) 408,325 NONE 

INVESTMENT IN PLANT 

$9,353,305 806,895 

Statement B 

TOTAL (MEMORANDUM ONLY/ 
$52,927,523 2,103,186 2,555,836 tl,882,376 362,352 801,874 128,802 293,672 t7,338,448 94,643 160,020 9,353,305 806,895 36.234 

1,263,333 

NONE NONE 

67,440,210 t8,825,666 230,390 294,881 1,186,653 806,895 431,351 1,263,333 41.667 90,521,046 
NONE 26.695 (120,309) (606,208) (740,663) 8,896,867 8,350,815 1.124.980 $1,004,671 

786 384 2,580,996 115,645,711 126,348,168 $t80,176 $1,840,333 $124,542,578 $134,698,963 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA CURRENT FUNDS Statement of Revenues, Expenditures, and Other Changes For the Year Ended June 30, 1997 

Revenues: Tuition and fees State eppropriatiens Federal grants and contracts State grants and contracts Local grants and contracts Private gifts, grants, and contracts Sales and services of educational 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 educational and general expenditures Nonmandatory transfers - other Auxiliary enterprises expenditures Total expenditures and transfers Other additions (deductions): Excess of restricted receipts over transfers to revenue Other Net increase in inventory 

Statement C 

AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$19,393,899 32,281,066 221.794 
293.672 280.925 749,839 53,221.195 
25,722,567 4,034,673 1,203,503 4,410,803 3,200,403 6,097,831 4,835,522 2,107,101 25,000 51'1637,403 1.583.792 53.221.195 
26.695 

$534,333 $312,579 

16.804,115 
17.338,448 

NONE (1,690.203) 19.056,056 17.3~5,853 

11,770,124 2,555,836 362,352 801,874 
42 15.802,807 

8,376,828 7.425.979 15.802.807 
~5.5~.857 
826,573 (294,881) 

Net increase (decrease) in fund balances $26,695 ($27,405) __ $531,692 

The accompanying notes are an integral part of this statement. 8 



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

Revenues end other additions: Unrestricted current fund revenues Tuition end fees - restricted State grants and contracts - restricted Federat grants and contracts - restricted Local grants end contracts - restricted Private gifts, grants, and contracts - restricted Investment Income - restricted Sales and services of educational departments Sales and services of auxiliary departments Interest on loans receivable Endowment income Additions to plant facilities Retirement of indebtedness Other sources Total revenues and other additions Expenditures end other deductions: Educational and general Auxiliary enterprises Auxiliary equipment purchases Indirect costs recovered Loan cancellations and write-offs Expended for plant facilities Retirement of indebtedness Interest on indebtedness Disposal of plant facilities Other Total expenditures end other deductions Transfers among funds, additions (deductions): Mandatory - princtpaf and interest Nonmandatory - other Total transfers among funds Inventory (decrease) Net increase (decrease) for the year Fund balances (deficit) st July 1, 1995, restated (note 22) 

CURRENTFUNDS AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$51,819,140 

197.896 $101 16,652,995 

$941,519 2,037,094 10,858,805 225,087 412,119 54 

STUDENT LOAN FUNDS 
$17,690 100.000 
1,755 
104.407 

189.026 81734 
50,175,035 18,915,291 341.108 14,947,609 320.572 

50,175,036 19,256,399 15 268 232_ 
~18,440) -- ~1,842,000) 2,855,331 __~ 1,936,891 110,629) (18,629) 109,695 

232.586 

99.616 
34,970 134,586 

NONE NONE NONE NONE NONE (666,412) 
Fund balances (deficit) at June 30, 1996 $91,066 
The accompanying notes are an integral part of this statement. 9 

(604,528) 951.580 $347.052 
98.000 
$4,775,190 



PLANT FUNDS RENEWALS ENDOWMENT AND FUNDS UNEXPENDED REPLACEMENTS 
$931,144 

RETIREMENT OF INVESTMENT NDEBTEDNESS IN PLANT 

$61,448 102,219 $23,686 $94,916 
160.000 
221.448 

NONE 
NONE NONE 221,448 2,582,601 $2,804,049 

24,520 $6,754,064 775.351 1,033,363 23,686 119,436 7,529,415 

1,927,662 
24,524 1,952,186 NONE 
(584,412) (133,489) (579,642). (717,901) (579,842), NONE NONE 

775,351 466.801 11.550 
1,202,652 1,202,852 NONE 

757,799 757,799 
NONE NONE 

Statement D 

TOTAL (MEMORANDUM ONLY~ 
$51,819,140 1,890,353 2,037,094 10,958,805 225,087 412,119 284,179 197,896 16,652,995 104,407 160,000 6,754,064 775,351 222,280 92.493.770 
65,122,695 18,915,291 341,108 320,572 99,616 t,927,662 775,351 466,801 757,799 71.644 88,797.940 
NONE 

(1,636,724) (556,156) 68,586 6,771,616 3,677,201 2.761,704 $1,124,980 $786,384 $2,580,996 $115,645,711 $t26,348,168 
10 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA CURRENT FUNDS 
Statement of Revenues, Expenditures, and Other Changes For the Year Ended June 30, 1996 

Revenues: "Tuition end fees State appropriations Federal grants and contracts State grants and contracts Local grants and contracts Private gifts, grants, and contracts Sales and services of educational 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 Library Student services Institutional support Operations and maintenance of plant Scholarships and fellowships Other Total educational and general expenditures Mandatory transfers - principal and interest Nonmandatory transfers - other Auxiliary enterprises expenditures Total expenditures and transfers Other (deductions): Excess of restricted receipts over transfers to revenues Inventory increase (decrease) Net (decrease) in fund balances 
The accompanying notes are an 

Statement E 

AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$20,514,882 29,707,724 285.154 
197,896 223,721 1,687,659 52,617,036 
25,186,806 3,561,624 949,0BB 2,864,255 1,581,630 3,246,226 5,673,286 5,075,055 2,037,686 50,175.036 
1,842,000 52,017,036 

$450,684 $941,519 

16,202,311 101 

NONE 618,440 (2,555,331) 19,256,399 17,319,508 

10,858,805 2,037,094 225,087 412,119 
54 283,956 14.758.634 

7,993,446 6.765,188 14,758,634 
14.758,634 
~o4,528) 

($18,62 ($666,412) . ($604,526) 
integral part of this statement. 11 



NTRODUCTION 

NORTHEAST LOUISIANA UNIVERSITY STATE OF:LOUISIANA Notes to the Financial Statements As of June 30, 1997, and for the Years Ended June 30. 1997 and 1996 

Northeast Louisiana University 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 University of Louisiana System Board of Trustees; however, the annual budget of the university and changes to the degree programs, departments of instruction, et cetera, require the approval of the Board of Regents for Higher Education. As a state university, operations of the university's instructional programs are funded through annual lapsing appropriations made by the Louisiana Legislature. 
Northeast Louisiana University is located in Monroe, Louisiana, offering academic, cultural, vocational, social and continuing education for Northeast Louisiana. The university offers associate, baccalaureate, and selected masters and specialists degrees in the areas of business, education, liberal arts, and the sciences. In addition, the university awards a Doctor of Philosophy degree in pharmacy. Student enrollment was approximately 10,623 for the 1997 spring semester. The university has 522 faculty and 819 support staff members. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. BASIS OF PRESENTATION The Governmental Accounting Standards Board (GASB) recognizes two models for college and university accounting and financial reporting in GASB Statement 15: American Institute of Certified Public Accountants (AICPA) College Guide model and the Governmental model, established by the National Council on Governmental Accounting. 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 GASB Codification Section 2100 has defined the governmental reporting entity to be the State of Louisiana. Therefore, the accompanying financial statements of the university contain sub-account information of the various funds of 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 

12 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
matters as follows: (1) a majority ef 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 pdmadly serves state residents. The accompanying financial statements present information only as to the transactions of the programs of Northeast Louisiana University, a component unit of the State of Louisiana. Northeast Louisiana University is a publicly supported institution of higher education. GASB Statement 14, The Financial Reporting Entity, establishes the institution as blended as part of the primary government since it is a component unit and the State of Louisiana is financially accountable. 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. Co FUND ACCOUNTING 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 subgroups, 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. 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 includes the Auxiliary Enterprise Fund and gifts, grants, or contracts from governmental or private agencies. 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
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 (4) inventories of the General Fund are recorded as expenditures at the time of purchase. 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
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 appropriation made for the General Fund of the university is an annual lapsing appropriation 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 legislative and executive branches 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 budget amounts for 1996-1997 and 1995-1996 include the original approved budgets and subsequent amendment.,; approved as follows: 1996-1997 Original approved budget Preamble addition Desegregation Faculty salary increases Total 1995-1996 Original approved budget Amendments - decrease in state General Fund Desegregation Total 

$51,263,920 1,039,345 25,000 2.468.947 $54,797,212 $52,409,477 (79,549) 25.000 $52,354,928 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
The following are the appropriation budgetary comparisons for 1996-1997 and 1995-1996: 

Revenues Appropriated by legislature: State General Fund State General Fund by self-generated revenues Interfund transfer Total revenues Expenditures Unexpended Appropriation - Current Year 

Revenues Appropriated by legistature: State General Fund State General Fund by self-generated revenues State General Fund by interagency transfers Federal funds Totalrevenues Expenditures 

1996-1997 
Actual Variance Favorable Budget (Unfavorable) 
$32,281,066 $32,281,066 
53.536.603 
22,516,146 ($1,576,017) 315.406 54,797,212 (1,260,609) 1.260.609 

NONE NONE NONE 
1995-1996 

Actual Favorable Budget (Unfavorable) 
$29,509,724 $29,509,724 22,309,312 22,516,146 ($206,834) 198.000 321.558 
52.017.036 Unexpended Appropriation - Current Year NONE 
52,354T928 
NONE 
(123,558) (7,500) (337,892) 337.892 
NONE The $315,408 interfund transfer during 1996-97 represents an operating transfer from the Auxiliary Fund to reduce the General Fund deficit during the year and that amount was netted in nonmandatory transfers reflected on Statements B and C. The other funds of the university, although subject to internal budgeting, are not required to submit budgets for approval through the legislative budget process and, therefore, are not presented. 

16 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
F. CASH AND CASH EQUIVALENTS Cash includes cash on hand, demand deposits, interest-bearing demand deposits, and cash in the state treasury. Cash equivalents include time deposits. Under state law, the university 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. G. INVENTORIES The university maintains perpetual inventories for all significant inventories. The cost of the General Fund inventory is determined by the weighted-average method. The cost of all other significant inventories is determined by the replacement cost. The year-end balance of the General Fund is offset by a fund balance reserve that indicates this portion of the fund balance does not constitute available spendable resources. Acquisitions of inventory in the General Fund are recorded as expenditures when purchased, and the difference between inventory cost at the beginning and end of the year is reported on Statement B as an adjustment of fund balance reserved for inventory. Inventories in the Auxiliary Fund are recorded as expended when sold or used. H. DEFERRED REVENUES Tuition and fees collected at June 30, 1997, but applicable to the 1997 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. I. ENCUMBRANCES Encumbrance accounting, under which purchase orders, contracts, and other commit- ments for the expenditure of monies are recorded in order to reserve fund balances, is employed 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, 1997, as provided by R.S. 39:82. 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 value at date of donation in the case of 
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NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
gifts, or market value for livestock. Public domain or infrastructures are not capitalized. Construction in progress is capitalized during construction. 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. Employees who are considered having non-exempt status according to the guidelines contained in the Fair Labor Standards Act may be paid for compensatory leave earned. 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 non-classified personnel or their heirs are compensated for accumulated sick leave not to exceed 25 days upon retirement or death. Act 343 of 1993 allows members of the Louisiana State Employees Retirement System, upon application for retirement, the option of receiving an actuarially determined lump sum payment for annual and sick leave that would otherwise have been used to compute years of service for retirement. 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. Upon termination or transfer, a classified employee will be paid for any one and one- half hour compensatory leave earned and may or may not be paid for any straight hour- for-hour compensatory leave earned. Compensation paid will be based on the classified employee's hourly rate of pay at termination or transfer. 
L. TOTAL COLUMNS ON STATEMENTS Total columns on the statements are captioned Memorandum Only 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, 1997, the university has cash and cash equivalents (book balances) totaling $5,944,880 as follows: 
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Cash on hand Interest-beadng demand deposits Cash with fiscal agents Cash in state treasury 
Total 

$131,639 5,233,426 327,248 252.567 
These deposits are stated at cost, which approximates market. Under state law, all deposits (or 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 university or the pledging bank by a holding or custodial bank that is mutually acceptable to both parties. At June 30, 1997, the university has $7,400,386 in deposits (collected bank balances). These deposits are secured from risk by $800,000 of federal deposit insurance (GASB Category 1), and $6,600,386 by pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). Included in cash and cash equivalents is cash available to the university within the state treasury totaling $252,567, The above computations do not include securities pledged for cash in the state treasury, as the securities pledged by banks holding deposits of the state treasury are held in the name of the state treasury by the custodial banks. 3. ACCOUNTS RECEIVABLE Accounts receivable are shown on Statement A net of an allowance for doubtful accounts as follows: 
Fund 
General Auxiliary Restdcted Agency 
Total 

4. NOTES RECEIVABLE 

Allowance Accounts for Doubtful Net Receivable Accounts Statement A $648,299 750,745 1,104,596 169.574 
$19,456 $628,843 750,745 1,104,596 169.574 $2,673,214 $19,456 $2,653,758 

Notes receivable within the student loan funds are shown on Statement A net of an allowance for uncollectibles as follows: 
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Perkins Loans Pharmacy Loans Nursing Loans Short-Term Loans 
Total 

Allowance Notes for Net Receivable Uncollectibles Statement A $4,273,937 1,124,629 73,884 223.884 
$519,791 115,010 41,131 210.451 $886,383 
$3,754,146 1,009,619 32,753 13.433 

Funds available for lending by the Federal Perkins Loan and Health Profession Loan Funds are provided by restricted federal and state capital contributions and interest earned on notes receivable. The sources of funds available for lending by the Short-Term Student Loan Fund are restricted student fees and interest earned on notes receivable. 5. DUE TO/FROM OTHERS The following is a summary of amounts due to/from others at June 30, 1997 

General Auxiliary Restricted Unexpended Plant Retirement of Indebtedness Agency 

Auxiliary Student Enterprises Restricted Loan Fund Fund Fund $2,025,538 $380,799 $291,713 34.710 
1,204,679 3.921 

196 
Total Due to Other Funds $3,230,217 $419,430 $291,909 The interfund balances reported above do not represent formal borrowing or lending arrangements. Daily transactions that affect multiple funds frequently require corresponding transfers of cash between bank accounts of the affected funds. To avoid the possibility of errors that would be inherent in frequent cash transfers, the university accumulates such transactions in interfund accounts during each month and clears the interfund balances with a single cash transfer entry after closing the books for the month. The balances above are to be substantially settled by such cash transfers in July 1997. 
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Renewals Unexpended and Plant Replacements Fund Fund $859,431 15.424 

$874,855 
$624,902 
$624,902 

Retirement of ndebtedness Agency Fund Fund 
$624,902 
$624,902 

$211,561 60,215 
8.161 

Total Due Fmm Other Funds $3,769,042 110,349 196 1,837,742 624,902 3.921 $279,937 $6,.. 346,152 
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6. PENSION PLANS Plan 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 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 actuadally required employer contribution as set forth in R.S. 11:102. Employees contribute 8 percent (TRS) and 7.5 percent (LASERS) of covered salaries. The state is required to contribute 16.3 and 16.5 percent of covered salaries for 1997 and 1996, respectively, to TRS and 12.4 and 12.0 percent of covered salades for 1997 and 1996, respectively, 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, 1997, 1996, 1995, were $2,016,517, $2,114,902, and $2,284,261, respectively, and to LASERS for the years ended June 30, 1997, 1996, 1995, were $1,227,296, $1,326,542, and $1,308,629, respectively, equal to the required contributions for each year. OPTIONAL RETIREMENT SYSTEM R.S. 11:921 created an optional retirement plan for academic and administrative employees of public institutions 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 while affording the maximum portability of these benefits to the participants. The optional retirement plan is a defined contdbution plan that 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 
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rather than the TRS and purchase retirement and death benefits through contracts provided by designated companies. Total contributions by the university are 16.3 and 16.5 percent of the covered payroll for the year ended June 30, 1997 and 1996, respectively. The participant's contribution (8 percent), less any monthly fee required to cover the cost of administration and 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 $2,161,323 and $1,956,850 for the years ended June 30, 1997, and June 30, 1996, respectively. 8 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 vadous 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, for 375 retirees, totaled $860,232 for the year ended June 30, 1997, and for 349 retirees, totaled $745,792 for the year ended June 30, 1996. 9, 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 General Fund appropriation. The university is involved in 25 lawsuits at June 30, 1997. All of these lawsuits are insured by the Office of Risk Management. 
10. COMPENSATED ABSENCES At June 30, 1997, employees of the university have accumulated and vested $5,675,407 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 
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financial statements. If the financial statements were corrected for this departure from generally accepted accounting principles, current funds' liabilities would be increased by $5,675,407. This adjustment would be made to the appropriate fund within the current funds from which the leave is payable. Also, the net increase in fund balances would be decreased by $419,404 for the year ended June 30, 199'7, and an adjustment to decrease prior=year fund balances would be made for $5,256,003. If the amounts noted were recorded in the accompanying financial statements, $4,766,559 would be reported in current funds - unrestricted General Fund; $483,079 would be reported in current funds - restricted auxiliary funds; and $425,769 would be reported, subject to specific criteria being met, in restricted funds. 
11 ON-BEHALF PAYMENTS FOR FRINGE BENEFITS AND SALARIES On-behalf payments for fringe benefits and salaries are direct payments made by one entity to a third party recipient for the employees of another legally separate entity. On-behalf payments include pension plan contributions, employee health and life insurance premiums, and salary supplements or stipends. For example, a nongovernmental fund-raising foundation affiliated with a governmental university may supplement salaries of certain university faculty. Those payments constitute on-behalf payments for purposes of reporting by the university if they are made to the faculty members in their capacity as employees of the university (GASB 24). The university has no on-behalf payments for fringe benefits and salaries included in the accompanying financial statements for the year ended June 30, 1997. 12. LEASE OBLIGATIONS Capital Leases The university does not have any matedal capital or operating leases at June 30, 1997 
13. LONG-TERM DEBT The following is a summary of bond transactions of the university for the two years ended June 30. 1997: 
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Bonds payable at July 1, 1995 For the year ended June 30, 1996 - bonds retired For the year ended June 30, 1997 - bonds retired Bonds payable at June 30, 1997 

$9,504,764 775.351 806.895 
A detailed summary of all debt outstanding for the two years ended June 30, 1997, including interest payments of $2,461,765, is as follows: 
Issue 
Student Housing Facilities Bonds Series 1960 Series 1961-B Series 1963 Series 1964 Series 1965 Series 1966 Educational Facilities Bond: Series 1969-C Series 1970-D Series 1972-O Series 1976-B Natatorium Bond Series 1976-C Physical Education Complex Series 1992-A 
Total 

Date of Issue 
April April April April April April 
1960 1961 1963 1964 1965 1966 

Nov. 1,1969 Apr. 1,1970 Nov. 1,1972 Feb. l, 1976 Jun. 1.1976 

Odginal Issue 
$1,517,000 1,385,000 1,200,000 1,800,000 3,000,000 3.700.000 1,142,000 693,000 350,000 1,100,000 1,700.000 

Outstanding June 30, 1995 
$313,000 396,000 420,000 690,000 1,250,000 2.220.000 302,000 209,000 160,000 439,389 635.375 Mar. 1,1992 2,650,000 2,470.000 $20.237.000 



 

1996 - Redeemed (Issued) 
$60,000 65,000 45,000 65,000 105,000 100.000 55,000 32,000 15,000 61,976 91.375 

1997- Redeemed (Issued) 
$60,000 65,000 45,000 70,000 110,000 105.000 55,000 33,000 15,000 66,145 97.750 

Outstanding June 30, 1997 Maturities 
$193,000 266,000 330,000 555,000 1,035,000 2.015.000 192,000 144,000 130,000 311,268 446.250 

1998-2000 1998-2001 1998-2003 1998-2004 1998-2005 1998-2006 1998-1999 1998-2000 1998-2002 1998-2001 1998-2001 

nterest Rates 
3 1/8% 3.50% 3.75% 3.00% 3 7/8% 4 9/10 - 5% 3.00% 3.00% 5.40% 5.60% 5.80% 

Inte~st Outstanding June 30, 1997 
$12,001 22,540 44,811 69,150 188,131 602.060 8,850 8,850 22,140 44,978 66.554 

80.000 85.000 2.305.000 1998-2012 6-8% 1.371.700 $775,351 $806,895 $7,922,518 
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The annual requirements to amortize all bonds outstanding at June 30, 1997, including interest of $2,461,765, are as follows: 1998 1999 2000 2001 2002 Subsequentyea~ 

Total 

$1,245,652 1,253,196 1,244,940 1,126,573 891,290 4.622.632 $10,384,283 The following is a summary of the debt service reserve requirements of the various bond issues outstanding at June 30, 1997: 
Bond Issue 
Student Housing Facilities Education Facilities Natatorium Activity Center 
Total 

Cash Reserves Available Reserve Requirement 

$1,816,500 

Excess (Deficiency) $4,403 19.430 
The bond agreements of the housing system revenue bonds require that, after all required deposits have been made to the housing revenue bonds reserve funds, a sum be deposited in a housing system repair and replacement reserve until that reserve totals $1,342,540. At June 30, 1997, the university expended or obligated $1,162,364 as provided in the bond agreements. The Physical Education Complex Bonds, Series 1992-A, dated March 1, 1992, and the Natatorium Bonds, Series 1976-C, dated June 1, 1976, are general obligation bonds of the state serviced by the state treasury. These bonds are reimbursed by the university from recreational facilities use fees and student fees. 
14. RESERVATIONS OF FUND BALANCES Reservations of fund balances at June 30, 1997, as shown on Statement A, are as follows 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 

Current Funds: General Auxiliary Enterprises Restricted Noncurrent Funds: Student Loan Funds Endowment Funds Plant Funds: Unexpended Renewals and Replacements Retirement of Indebtedness Tota 

Internally Designated Internally Restricted 
$117,76'1 221,894 ($2,056,559) 

23.833 

Externally Restricted 
$117,761 (1,834,665 $878.744 878.744 4,999,108 2,970,277 1,004,671 180,176 1.816.500 
4,999,108 2,970,277 1,004,671 180,176 1.840.333 

15. EXCESS(Deficiency)OF REVENUES OVER EXPENDITURES 
As shown on Statement A, Northeast Louisiana University's Auxiliary Enterprise Fund had a restricted fund balance deficit of $2,056,559 for the year ended June 30, 1997. Management is currently developing plans to be implemented for the purpose of reducing the overall Auxiliary Fund deficit. These plans include reevaluating the current meal plans offered to students; increasing bookstore revenue; reduce the number of employees in the food services operation, student housing, and maintenance; and reduce expenditures in the categories of travel, operating services, and capital outlay. 16. ACCOUNTING CHANGES 
For fiscal years before fiscal year 1995-96, the university adhered to a policy of non-deferral of certain fees collected as part of summer session tuition and fees. Those fees, established by the governing board, are accounted for in selected restricted funds. During fiscal year 1995-96, the business office modified that long-standing policy and deferred recognition of those fees until fiscal year 1996-97. That accounting change resulted in the deferral of those fees with subsequent reversal in the current fiscal year. The change in policy not only resulted in a significant increase in the workload within the controller's office, it was not consistent with recording and reporting of prior years. During fiscal year 1996-97, university personnel determined the policy followed before fiscal year 1995-96 is in accordance with NACUBO policy. Therefore, a decision was made to discontinue the policy of deferring summer session fees, except those accounted for in the Operating Fund. 
For fiscal years before fiscal year 1995-96, the university did not capitalize construction in progress, choosing instead to capitalize only completed projects. Beginning in fiscal year 1995-96, management modified its policy. Therefore, additions to construction in progress reflected in note 18 for the fiscal year 1995-96 include $2,622,857 of prior year activity. 
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17. STUDENTLOAN FUNDS The fund balances of the student loan funds at June 30. 1997. are as follows 
Perkins Loans Fund Health Profession Student Loan Funds Pharmacy Nursing Short-Term Student Loan Fund Total 

18. PLANT FUNDS 

$3,810,675 1,064,195 107,382 16.856 

The restricted fund balances of the unexpended plant funds at June 30, 1997, are as follows Building Use Fee Fund Vehicle Use Fee Fund Student Union Building Renovation Fund Natatorium Physical Education Complex 
Total 

$156,286 38,824 463 (375,022) 1.165.505 
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 IongJived 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 Colleges and Universities, should not change their accounting and reporting for depreciation of capital assets as a result of FASB Statement No. g3; 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. 
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A summary of investment in plant follows: 

Balance July 1, 1995 Additions Deletions Transfers Land $6,009,752 Improvements 4,880,026 Buildings 73,163,111 Equipment 25,069,708 Library books 9,256,262 Construction in progress $1,648,376 597,552 4,508,136 $757.799 Total $118 378 859 $6,754,06._..~4 $767,799 

Land Improvements Buildings Equipment Library books Construction in progress 

$1,690,560 

Balance June 30, 1996 
$6,009,752 4,880,026 74,853,671 25,960,285 9,853,814 2,817,576 

NONE $124,375.124 
Balance July 1, 1996 Additions Deletions $6,009,752 4,886,026 74,853,671 25,960,285 9,853,814 2.817.576 $2,511,600 ($1,263,333) 577,321 6,264,384 

Balance June 30 1997 
$6,009,752 4,880,026 74,853,671 27,208,552 10,431,135 9,081.960 Total $124,375 124 $9,353,305 ~ ~  ($1,263,333) $132,465,096 In accordance with R.S. 39:321-332, the university has complied with the Louisiana movable property statutes. 

19. AUXILIARY ENTERPRISES The university maintains various auxiliary university community. Segment information follows: enterprise funds that provide services to the for the year ended June 30, 1997. is shown as 
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Net increase (decrease) in fund balanCes Net Income Net assets Outstanding principal and interest on debt Annuat principal and Interest on debt 
20. FOUNDATIONS 

Food Service 
($274,015) (227,883) (7,026,153) 
Housing 
$559.226 579,363 474,543 5,332,693 Ve~riable 

Student Bookstore Center Other Total 
$377,908 388,766 3,890,006 ($114,100) (109,072) (710,930) ($576,424) (337,336) 1,537,867 ($27,405) 293,838 (1,834,665) 3,676,700 9,009,393 Variable Variable 

The accompanying financial statements do not include the accounts of Northeast Louisiana University Foundation, Incorporated; Northeast Louisiana University Athletic Scholarship Foundation, Incorporated; and Northeast Louisiana University Alumni Association. These foundations are separate corporations whose financial ~tatements are subject to audit by independent certified public accountants. Northeast Louisiana University has contracted with the Northeast Louisiana Foundation to invest the university's 4 Endowed Chairs for Eminent scholars endowment funds and 25 Endowed Professorship Program endowment funds, which were created in accordance with R.S. 17:3384. The Endowed Chairs for Eminent Scholar~ endowment funds are established for $1,000,000 each, with $600,000 of private contributionS and $400,000 of state matching portion allocated by the Board of Regents for Higher Education. The Endowed Professorship Program endowment funds are established for $100,000 each, with $60,000 of private contributions and $40,000 of state matching portion allocated by the Board of Regents for Higher Education. The original endowment base totaled $6,500,000. To protect against inflation, this amount has been increased by a portion of the interest earned, computed in accordance with regulations of the Board of Regents for Higher Education, bringing the endowment base to $6,894,056 at June 30, 1997. During the year ended June 30, 1997, the foundation earned $411,662 of interest income on these endowment funds. At June 30, 1997, the foundation held in its custody $7,425,694 of Endowed Chairs for Eminent Scholars and Endowed Professorship Programs funds. As shown on Statement A, an amount has been established as due from the foundation for the university's 40 percent, totaling $2,970,277. 



NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Concluded) 
21. DEFERRED COMPENSATION PLAN Certain employees of the 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. 22. PRIOR YEAR FUND BALANCE RESTATED As shown in note 20, the university has contracted with its foundation to invest the university's Endowed Chairs for Eminent Scholars and Endowed Professorship Program endowment funds. The state's 40 percent ownership of these funds was not reported for the fiscal year ended June 30, 1995, but has been reported on the university's financial statements beginning with the fiscal year ended June 30, 1996. As shown on Statement D, the beginning fund balance has been restated to reflect this change as follows: 
Endowment Fund Balance: June 30, 1995 Add university portion of foundation endowments Fund balance, restated July 1, 1995 23. RELATED PARTY TRANSACTIONS 

NONE $2,582,601 

On September 11, 1995, the athletic director entered into a contract with a cellular phone company whereby the university was obligated to pay for charges resulting from the usage of cellular phones by the coaching staff. The total amount of charges reflected in the accompanying financial statements are $1,838 for the fiscal year ended June 30, 1996, and $16,369 for the fiscal year ended June 30, 1997. At the time this contract was signed, the athletic director was under a pre-existing contract with an affiliate of the cellular phone company. This personal services contract was terminated on June 30, 1996. 



 

NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA SUPPLEMENTAL INFORMATION SCHEDULES As of and for the Year Ended June 30, 1997 
The following supplemental information schedules present the Schedule of Individual Agency Fund Balances and the Schedule of Endowment Fund Balances for amounts included in the totals presented on Statement A for the Agency Funds and Endowment Funds. 
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AGC Student Chapter Allied Health Student Insurance Alumni Center Allied Health Continuing Education Avignon Program Basic Training Academy Best Practice 89 Center for Professional Development Child Development Lab Christmas Dinners Computer Learning Center Dental Hygiene Continuing Education W. Dupuis Scholarship Employee Activity First Amend Open 97 Garden of Learning Gerontology Education G/T Summer Camp International Organization Council Intramurals Juvenile Office Training Li'L Kampus Kids KEDM KNLU Radio Marriage and Family Counseling Lab NECC NLU Band Travel ROTC Agency Fund SBDC Camp Enterprise Sandel Library SBDC Entrep Outreach Social Studies Fair Student Government Association Student publications Summer Music Camp T. H. Harris Scholarship Union Board Water Ski Team Written competency EFT Stafford Loans Other deposits held for others Tota 

Schedute d 

$2,531 3,649 5,431 10,197 2,249 34,623 4,055 12,005 13,611 3,970 21,763 4,649 2,538 2,720 15,369 18,030 29,065 4,848 3,400 6,624 4,011 3,375 t9,064 78,843 15,246 3,295 9,211 2,312 4,093 35,701 8,676 4,707 24,353 28,564 9,575 7,136 87,424 4,158 10,890 1,118,164 21.310 
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Eminent Scholars Biadenham Eminent Scholars Chair in Gerontology Eminent Scholars Chair of Construction Kitty DeGree Eminent Scholars - Toxicology Hanna Spyker Eminent Scholars - Education Total Eminent Scholars Endowed Professorships NLU Endowed Professorship in Communicative Disorders Kitty DeGree Professorship in Computer Science Association of General Contractors Professorship in Construction Association of General Contractors Professorship in Construction Kitty DeGree Professorship in Education NLU Endowed Professorship in Education Administration NLU Endowed Professorship in Entrepreneurship NLU Endowed Professorship in Geology NLU Endowed Professorship in Gerontology State Farm Professorship in insurance NLU Endowed Professorship in Liberal Arts NLU Endowed Professorship in Nursing Sister Liguori Lawton Professorship in Nursing Sister Anne Marie Twohig Professorship in Nursing Glenwood Endowed Professorship in Nursing Crowley Professorship in Nursing Pfizar/B.J. Robinson Professorship Scott Endowment in Agriculture Scott Endowment in Teaching Clarke Williams Professorship Waste Management Professorship in Toxicology John Luffey Professorship - Accounting DeGree Professorship - Occupational Therapy Emmy Lou Biedenharn Professorship - Music Abell Professorship - Entrepreneurship Total Endowed Professorships Tota 

Schedule 2 

$503,231 448,243 435,958 459,654 1.847.086 
45,322 49,483 43.488 43,870 44,348 47,995 54,343 47,557 46,168 48,958 44,586 44,629 44,603 42,537 42,718 41,554 45,109 44,412 44,294 44,706 43,951 42,253 42,272 42,151 41,884 1.123.191 



OTHER REPORT REQUIRED BY GOVERNMENT AUDITING STANDARDS 
The following pages contain a report on compliance with laws and regulations and on internal controls as required by Government Auditing Standards, issued by the Comptroller General of the United States. This report is based solely on the audit of the financial statements and includes, where appropriate, any reportable conditions and/or material weaknesses in internal control or compliance matters that would be material to the presented financial statements. 
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OFHCE OF LEGISLATIVE AUDITOR STATE O17 LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
November 14. 1997 

Reoort on Comoliance and on Internal Control Over Financia 

1600 NORTII q'IIIRI) 8TRI,',I;T POST OFFICF. BOX 9439"/ TI,;LEPI IONI,:: (504)339-3800 FACSIMII.F,: (504) 339-3870 
Reportin,q Based on an Audit of the Financial Statements Performed in Accordance with Government Auditinc/ Standards 

NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Monroe. Louisiana We have audited the financial statements of Northeast Louisiana University, a component unit of the State of Louisiana, as of June 30, 1997, and for the years ended June 30, 1997 and 1996, and have issued our report thereon dated November 14, 1997. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Compliance As part of obtaining reasonable assurance about whether Northeast Louisiana University's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
nternal Control Over Financial Reporting In planning and performing our audit, we considered Northeast Louisiana University's internal control over financial reporting to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect Northeast Louisiana University's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. 

EXHIBIT A 
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NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Compliance and Internal Control Report November 14, 1997 Page 2 
nadequate Monitoring of Financial Position 
Northeast Louisiana University did not adequately monitor its General Fund's financial position during the fiscal year ended June 30, 1997. An adequate internal control system includes procedures to ensure that the university matches expenditures with available resources and does not spend more funds than it has or will collect. During the third quarter of the fiscal year, management began to address the revenue shortfall that had begun during the first quarter' when enrollment decreased by approximately 5 percent. At that point, expenditure reduction was insufficient to handle the magnitude of the shortfall in tuition and fee revenue, and alternative measures were required. Ultimately, approximately $1 million of expenditures were transferred to various other funds to avoid a deficit. In addition, the auxiliary funds of the university continue to operate at a deficit and rather than taking steps to eliminate the overall deficit, the university continues to expend more funds than are available. Management has not placed the necessary emphasis on the overall operations of the university to ensure that only available resources are used. As a result, the university has been placed in a position of using resources from other funds to cover General Fund expenditures and has depleted reserves to a possibly dangerous low level. In addition, the university continues to expend money that is not available in its Auxiliary Fund that increases the deficit in this fund. Northeast Louisiana University's management should ensure that university operations are monitored more closely and expenditures are regulated in a manner that will prevent a future deficit situation. In a letter dated November 13, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and is taking positive steps to improve the monitoring of its financial position. Lack of Accountability Over Complimentary Sporting Event Tickets Northeast Louisiana University issued in excess of 56,000 complimentary tickets to sporting events during the fiscal year ended June 30, 1997, while continuing to report a deficit in the athletic auxiliary fund. It is management's responsibility to exercise prudence in controlling the issuance of athletic tickets and to safeguard assets by establishing accountability and reconciling balances timely. In addition, adequate internal controls would ensure that the university collects revenues sufficient to cover corresponding expenditures. Through discussions with university personnel and review of university records, the following matters were disclosed: 
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Approximately 22,400 tickets were issued to corporate sponsors, 9,480 to booster groups, and 1,550 to car dealers. Management was unable to provide a detailed listing, in a timely manner, of exactly who received these tickets. In relation to the majority of the tickets issued, university personnel informed us that contributions are made to the athletic foundation, a nonprofit organization; therefore, these funds were not deposited in university accounts. Management was also unable to provide detailed listings of who the remaining complimentary tickets (approximately 22,500) were issued to nor could they provide documentation to support that these complimentary tickets were issued in compliance with the University of Louisiana System complimentary ticket policy. The total number of complimentary tickets exceeded the number of tickets sold for these sporting events during the year. These conditions exist because management has not placed considerable emphasis upon accountability, control, and safeguarding of all assets. As a result of the university not adequately controlling complimentary tickets, the university lost the opportunity to receive revenue from the sale of these tickets that is needed since the athletic programs are currently reporting a deficit in excess of $500,000. Northeast Louisiana University should review the policies and procedures in place relating to complimentary tickets and establish the necessary controls to provide accountability and to reduce the risk of additional losses. In a letter dated November 13, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university partially concurs with the finding. The university questions the inclusion of approximately 22,500 complimentary tickets that they believe were issued in accordance with the University of Louisiana System policy. The university further provides that approximately 33,500 complimentary tickets were given to the athletic foundation and corporate sponsors, and in return the university received $420,000 in revenue to the athletic department. Finally, management stated that it would immediately initiate procedures to maximize accountability, control, and safeguarding of assets. Additional Comments: The university did not provide adequate documentation to support the issuance of 22,500 complimentary tickets in accordance with system policy. Even though the university received the sum of $420,000 from the athletic foundation, there was not adequate documentation to show that those funds were directly associated with the 33,500 complimentary tickets issued to the foundation and corporate sponsors. In addition, the athletic foundation is a nonprofit organization 
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established to support the university and by its very nature would provide funding to the university. Finally, the issuing of complimentary tickets may be a violation of Article 7, Section 14 of the Louisiana Constitution of 1974, which provides that things of value may not be given by a state agency to anyone, either public or private. nadequate Controls Over Athletic Revenues For the third consecutive year, Northeast Louisiana University has not maintained adequate control over all athletic revenues. Good internal controls and business practices require establishment of accountability for all revenues earned, as well as maintenance of complete and orderly records to support the distribution of tickets and to ensure that all revenue from ticket sales is received. During our review of athletic revenue, we noted the following exceptions: 1. For a home football game with Northwestern State University: 

2 

The university could not fully account for all unsold youth tickets, valued at approximately $15,150. As a result, we were unable to ascertain that reported sales of approximately $1,360 in youth tickets corresponded with youth tickets actually sold. The game ticket summary report and the related pre-print ticket report did not reconcile. The game ticket summary report details ticket sales and the pre-print ticket report details the number of tickets printed before game day. The applicable sections of these reports disagreed and we were unable to determine which, if either, was correct. The game ticket summary report and the related tickets printed report and unsold tickets on hand did not reconcile. This event reflected that more tickets were sold than were printed. Management had no explanation for this occurrence. There is a lack of accountability for tickets provided by opposing teams when the university i.,+ playing an away game. Occasionally, both complimentary and for-sale tickets are provided to the university by opposing teams. The value of the tickets sold is reduced from the game guarantee and the unsold tickets are returned. The university has not established adequate procedures for reconciling total tickets received, sold, complimentary, or returned. 
EXHIBIT A 



LEGISLATIVE AUDITOR 
NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Compliance and Internal Control Report November 14, 1997 Page 5 

4 
Records maintained for damaged tickets are inadequate. Ticket stock is occasionally destroyed during ticket numbering. In the absence of inventoried ticket stock and documentation of damaged ticket stock, it is impossible to determine if all tickets have been accounted for. General admission roll stock tickets are not adequately inventoried. Roll stock tickets are purchased in bulk and stored in a vault in the athletic ticket manager's office. There is no inventory maintained on these tickets and withdrawals from the vault for selling purposes or issuance for complimentary tickets are not recorded. Reported game revenue and bank deposits do not reconcile. Revenue generated by each individual game is not traceable to bank deposits because the accounting system does not provide for specific accounts for each event. In addition, one daily deposit was $50 short of total cash collected per the ticket seller report and a $184 overage was recorded to ticket revenue instead of the over/short account. These conditions exist because management has not placed the necessary emphasis on procedures to ensure that athletic ticket revenues are properly accounted for. As a result, the university does not have assurance that all revenues collected relating to sporting events are properly received and reflected in university records. Northeast Louisiana University should review all procedures related to ticket printing, numbering, selling, and reporting, and establish procedures that will ensure accountability for all tickets. In a letter dated October 23, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and that changes are being implemented to address the matters noted in our audit. neffective Internal Audit Function Northeast Louisiana University does not have an effective internal audit function to examine, evaluate, and report on its system of internal controls and to evaluate its compliance with the policies and procedures of the control system. Act 17 of the 1996 Regular Session of the Louisiana Legislature requires agencies with an appropriation level in excess of $30 million to use existing program resources and table of organization for the purpose of establishing an internal auditor position. The university has established the required position; however, the position remained unstaffed for over eight months of the current fiscal year. Considering the university's reported assets ($156,691,931) and its operating revenues ($98,845,166), we believe that an 
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effective internal audit function is needed to ensure that the university's assets are safeguarded and that the university's policies and procedures are uniformly applied. Northeast Louisiana University should take the necessary steps to establish an effective internal audit function by staffing the internal auditor position with an employee who is assigned and performs only the duties of an internal auditor. In a letter dated August 12, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university witl advertise the internal auditor position vacancy and solicit applications during August, and will recommend the best qualified applicant to the University System board for approval in September. 
Lack of Documentation of Discarded Books Northeast Louisiana University does not obtain or prepare adequate supporting documentation for the disposition of obsolete, damaged, or donated items of inventory. An adequate internal control system would provide formal written policies and procedures that ensure that damaged, obsolete, or donated goods are disposed of in an appropriate manner. Through discussions with university personnel and review of university records, approximately $49,800 of bookstore inventory was determined to have been disposed of as obsolete, damaged, or donated goods. Approximately $6,500 of this was donated to the Friends of the Library, an organization that sells used books and uses the money to purchase equipment for the library. The remaining $43,300 of obsolete books was discarded in the trash dumpsters. Management's lack of emphasis for establishing a control system to govern the disposition of obsolete, damaged, o1" donated goods has resulted in approximately $49,800 of bookstore inventory being improperly disposed. Because of the lack of supporting documentation, accountability cannot be established. Northeast Louisiana University should review the policies and procedures in place at the bookstore and establish the necessary controls to ensure that obsolete, damaged, or donated goods are disposed of appropriately. In a letter dated September 26, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and has revised its procedures to ensure that adequate documentation is provided for all disposition of books. nadequate Controls Over Bookstore Cash Northeast Louisiana University does bookstore cash. It is management's adequate internal controls over cash, to not have adequate internal controls over responsibility to provide for, and maintain, nclude safeguarding of assets by establishing 
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accountability, reconciling balances, and performing timely investigations of missing funds. Through discussions with university personnel and review of university records, the following matters were disclosed: 

2 
Approximately $3,150 of petty cash/change fund was reported missing over a six-month period from August 1995 through February 1996. This apparent theft was charged to the expenditure category "Other Charges" in the Auxiliary Fund for the year ended June 30, 1996. Approximately $300 was reported stolen from the university's Booth Store in July 1996, and another $300 was reported stolen in August 1996. The Booth Store is operated in the Pecanland Mall walkway. Both of these thefts reportedly occurred after normal business hours. These conditions exist because management has not placed considerable emphasis upon accountability and safeguarding of all assets. Since the university did not adequately safeguard cash through a system of established accountability and physical security, approximately $3,750 of cash was apparently stolen. Northeast Louisiana University should review the policies and procedures in place at the bookstore and at the Booth Store and establish the necessary controls to reduce the risk of additional losses. In a letter dated September 26, 1997, Mr. Lawson L. Swearingen, Jr,, President, stated that the university concurred with the finding and has implemented additional procedures designed to preclude a reoccurrence of these matters. nadequate Controls Over Accounts Payable Disbursements 

Northeast Louisiana University does not have adequate segregation of duties within the accounts payable function and has other weaknesses that increase the risk of misappropriation of funds. Adequate internal control policies and procedures require that the university design a system that discourages incompatible functions that could permit an employee to conceal the misappropriation of funds. In addition, policies and procedures should require manual signatures on large checks, rather than using signature plates. In our consideration of the accounts payable function, we noted the following: 
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One person controlled access to check-signing signature plates, the check-signing machine, and the blank checks. 2. Employees of the accounts payable department: 

3 
4 

Process payments to vendors Have access to blank checks 
Have access to the signature plates Sort and distdbute signed accounts payable checks The university has not established a policy requiring manual signatures on large checks. The individuals whose signatures are represented on the signature plates do not control signature plates. These conditions exist primarily from the reassignment of duties in the absence of filling vacancies, without adequate consideration being given to the impact on internal controls. Allowing employees the access noted previously increases the opportunity to prepare invalid checks, apply valid signatures, and process the checks without being questioned by the financial institutions. This, combined with the absence of a policy requiring manual signatures on large checks, allows the possibility for large-scale fraud and the inability to recover the loss from the financial institution. Northeast Louisiana University should establish adequate segregation of duties within the accounts payable function and should establish policies and procedures to reduce the risk of large-scale misappropriation of funds. In a letter dated October 1, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and has implemented additional control procedures to address this matter. nadequate Control Over Mail Receipts Northeast Louisiana University has not maintained adequate control over mail receipts. Good business practices require accountability for all revenues received, as well as maintenance of complete and orderly records to support accountability. A test of mail logs for the two years ending June 30, 1997, revealed the following matters for checks received through the mail by the Controller's Office: 
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The university created a risk of loss of revenue from checks received through the mail. While these checks are maintained in a locked money bag that is stored in the controller's receptionist desk drawer, the drawer is not always locked when the desk is unattended. The check log prepared to account for the checks received each day is not totaled to facilitate accountability between individuals handling the checks. The individual responsible for transporting the checks to the university bank is not accompanied by security personnel, nor do they transport the checks in the locked money bag. The university was unable to provide timely and efficient verification that all checks received through the mail were actually deposited into the university bank and recorded into the accounting records. The checks and logs are received by university bank personnel, signed for, and placed on e counter within the cashier's area. As time permits, individual cashiers take a portion of the checks and key in the information to record the revenue. No one person keys in the total amount of checks from one check log. Therefore, there is never an accounting for the total checks received for each day's activity. In addition, the university's computer system does not permit easy or efficient retrieval of this information to allow for accountability of the total checks received. These conditions exist because management has not placed considerable emphasis upon accountability and safeguarding of all revenue received. As a result, the risk of unrecoverable loss because of carelessness or misappropriation is increased. Northeast Louisiana University should ensure that all checks received in the mail are adequately secured in the Controller's Office and during transportation to the university bank. In addition, each daily batch of checks should be processed by one individual to retain accountability and to provide for efficient and timely retrieval of financial data from the accounting system. In a letter dated September 26, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university has implemented additional controls to reduce the risk of loss of mail receipt revenue. Failure to Obtain Approval for Telecommunication Contract Northeast Louisiana University entered into a three-year telecommunication services contract beginning July 1, 1995, without obtaining proper approval from an authorized agent of the university. The university requires all contracts that bind the university to 
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be submitted through the purchasing department for approval and the president's signature. The original purpose of the contract: previously cited was to provide for an athletic sponsorship between a cellular telephone provider and the Northeast Louisiana University Athletic Scholarship Foundation (Foundation). The athletic director of the university signed the contract, which was within his authority as agent for the Foundation. The contract states that the sponsor would provide $17,000 per year to the Foundation. In addition, the sponsor would provide 12 cellular telephone activations (numbers) and the loan of up to 12 transportable telephones to be associated with the numbers provided, with an allowance of 100 free minutes of use per telephone each month. However, the contract specifically identified the university, not the Foundation, as the responsible party to pay for excess minutes. In addition, it was determined that the athletic director also had a business relationship with a telephone provider, an affiliate of the cellular telephone provider. This relationship involved providing personal appearances on behalf of the local telephone provider. This relationship was in effect during the period of time the contract was signed, but was terminated on June 39, 1996. For the two years ended June 30, 1997, included in the $18,207 of charges in excess of the free minutes provided by the contract, there was approximately $1,733 of charges billed to an individual coach on his personal cellular phone, which was ultimately paid by the university. The reasoning provided was that the charges were business related; however, there is no evidence to support this claim. Northeast Louisiana University should establish appropriate contracting policies and procedures governing contracting to include an independent review function to ensure that the university is protected from unnecessary exposure. In a letter dated October 1, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and has reinforced the policy requiring that all contracts which bind the university be submitted through the purchasing department for approval before signature by an authorized agent of the university. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable 
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conditions that are also considered to be material weaknesses. However, of the reportable conditions described above, we consider the finding related to ineffective internal audit function to be a material weakness. Other Reports Issued by the Legislative Auditor 
In a specified procedures report dated December 16, 1996, the legislative auditor reported that the internal controls over safeguarding of cash receipts at Northeast Louisiana University were inadequate, which contributed to a theft of $1,685 from the athletic ticket office. The university campus police has conducted an investigation and reimbursement of the stolen funds has been received from the Office of Risk Management. This report is intended for the information and use of the university and its management. By provisions of state law, this report is a public document, and it has been distributed to appropriate public officials. 

RLA:MAN:d 

pectfully submitted, / 
Daniel G. Kyle, CPA, CFE Legislative Auditor 
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OFFICE OF LEGISLATI VE AUDITOR STATE OF LOUISIANA BATON ROUGE, IA)UISIANA 70804-9397 
November 14. 1997 

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

NORTHEAST LOUISIANA UNIVERSITY STATE OF LOUISIANA Monroe. Louisiana We have audited the financial statements of Northeast Louisiana University, a component unit of the State of Louisiana, as of June 30, 1997, and for the years ended June 30, 1997 and 1996, and have issued our report thereon dated November 14, 1997. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether Northeast Louisiana University's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
nternal Control Over Financial Reporting In planning and performing our audit, we considered Northeast Louisiana University's internal control over financial reporting to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect Northeast Louisiana University's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. 
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nadequate Monitoring of Financial Position Northeast Louisiana University did not adequately monitor its General Fund's financial position during the fiscal year ended June 30, 1997. An adequate internal control system includes procedures to ensure that the university matches expenditures with available resources and does not spend more funds than it has or will collect. During the third quarter of the fiscal year, management began to address the revenue shortfall that had begun during the first quarter when enrollment decreased by approximately 5 percent. At that point, expenditure reduction was insufficient to handle the magnitude of the shortfall in tuition and fee revenue, and alternative measures were required. Ultimately, approximately $1 million of expenditures were transferred to various other funds to avoid a deficit. In addition, the auxiliary funds of the university continue to operate at a deficit and rather than taking steps to eliminate the overall deficit, the university continues to expend more funds than are available. Management has not placed the necessary emphasis on the overall operations of the university to ensure that only available resources are used. As a result, the university has been placed in a position of using resources from other funds to cover General Fund expenditures and has depleted reserves to a possibly dangerous low level. In addition, the university continues to expend money that is not available in its Auxiliary Fund that increases the deficit in this fund. 
Northeast Louisiana University's management should ensure that university operations are monitored more closely and expenditures are regulated in a manner that will prevent a future deficit situation. In a letter dated November 13, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and is taking positive steps to improve the monitoring of its financial position. Lack of Accountability Over Complimentary Sporting Event Tickets 
Northeast Louisiana University issued in excess of 56,000 complimentary tickets to sporting events dudng the fiscal year ended June 30, 1997, while continuing to report a deficit in the athletic auxiliary fund. It is management's responsibility to exercise prudence in controlling the issuance of athletic tickets and to safeguard assets by establishing accountability and reconciling balances timely. In addition, adequate internal controls would ensure that the university collects revenues sufficient to cover corresponding expenditures. Through discussions with university personnel and review of university records, the following matters were disclosed: 
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Approximately 22,400 tickets were issued to corporate sponsors, 9,480 to booster groups, and 1,550 to car dealers. Management was unable to provide a detailed listing, in a timely manner, of exactly who received these tickets. In relation to the majority of the tickets issued, university personnel informed us that contributions are made to the athletic foundation, a nonprofit organization; therefore, these funds were not deposited in university accounts. Management was also unable to provide detailed listings of who the remaining complimentary tickets (approximately 22,500) were issued to nor could they provide documentation to support that these complimentary tickets were issued in compliance with the University of Louisiana System complimentary ticket policy. The total number of complimentary tickets exceeded the number of tickets sold for these sporting events during the year. These conditions exist because management has not placed considerable emphasis upon accountability, control, and safeguarding of all assets. As a result of the university not adequately controlling complimentary tickets, the university lost the opportunity to receive revenue from the sale of these tickets that is needed since the athletic programs are currently reporting a deficit in excess of $500,000. Northeast Louisiana University should review the policies and procedures in place relating to complimentary tickets and establish the necessary controls to provide accountability and to reduce the risk of additional losses. In a letter dated November 13, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university partially concurs with the finding. The university questions the inclusion of approximately 22,500 complimentary tickets that they believe were issued in accordance with the University of Louisiana System policy. The university further provides that approximately 33,500 complimentary tickets were given to the athletic foundation and corporate sponsors, and in return the university received $420,000 in revenue to the athletic department. Finally, management stated that it would immediately initiate procedures to maximize accountability, control, and safeguarding of assets. 
Additional Comments: The university did not provide adequate documentation to support the issuance of 22,500 complimentary tickets in accordance with system policy. Even though the university received the sum of $420,000 from the athletic foundation, there was not adequate documentation to show that those funds were directly associated with the 33,500 complimentary tickets issued to the foundation and corporate sponsors. In addition, the athletic foundation is a nonprofit organization 
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established to support the university and by its very nature would provide funding to the university. Finally, the issuing of complimentary tickets may be a violation of Article 7, Section 14 of the Louisiana Constitution of 1974, which provides that things of value may not be given by a state agency to anyone, either public or private. nadequate Controls Over Athletic Revenues 
For the ,,bird consecutive year, Northeast Louisiana University has not maintained adequate control over all athletic revenues. Good internal controls and business practices require establishment of accountability for all revenues earned, as well as maintenance of complete and ordedy records to support the distribution of tickets and to ensure that all revenue from ticket sales is received. During our review of athletic revenue, we noted the following exceptions: 

2 

For a home football game with Northwestern State University The university could not fully account for all unsold youth tickets, valued at approximately $15,150. As a result, we were unable to ascertain that reported sales of approximately $1,360 in youth tickets corresponded with youth tickets actually sold. The game ticket summary report and the related pre-pdnt ticket report did not reconcile. The game ticket summary report details ticket sales and the pre-print ticket report details the number of tickets pdnted before game day. The applicable sections of these reports disagreed and we were unable to determine which, if either, was correct. The game ticket summary report and the related tickets printed report and unsold tickets on hand did not reconcile. This event reflected that more tickets were sold than were printed. Management had no explanation for this occurrence. There is a lack of accountability for tickets provided by opposing teams when the university is playing an away game. Occasionally, both complimentary and for-sale tickets are provided to the university by opposing teams. The value of the tickets sold is reduced from the game guarantee and the unsold tickets are returned. The university has not established adequate procedures for reconciling total tickets received, sold, complimentary, or returned. 
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Records maintained for damaged tickets are inadequate. Ticket stock is occasionally destroyed during ticket numbering. In the absence of inventoried ticket stock and documentation of damaged ticket stock, it is impossible to determine if all tickets have been accounted for. 
General admission roll .~;tock tickets are not adequately inventoried. Roll stock tickets are purchased in bulk and stored in a vault in the athletic ticket manager's office. There is no inventory maintained on these tickets and withdrawals from the vault for selling purposes or issuance for complimentary tickets are not recorded. Reported game revenue and bank deposits do not reconcile. Revenue generated by each individual game is not traceable to bank deposits because the accounting system does not provide for specific accounts for each event. In addition, one dally deposit was $50 short of total cash collected per the ticket seller report and a $184 overage was recorded to ticket revenue instead of the over/short account. These conditions exist because management has not placed the necessary emphasis on procedures to ensure that athletic ticket revenues are propedy accounted for. As a result, the university does not have assurance that all revenues collected relating to sporting events are properly received and reflected in university records. Northeast Louisiana University should review all procedures related to ticket printing, numbering, selling, and reporting, and establish procedures that will ensure accountability for all tickets. In a letter dated October 23, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and that changes are being implemented to address the matters noted in our audit. 

Ineffective Internal Audit Function Northeast Louisiana University does not have an effective internal audit function to examine, evaluate, and report on its system of internal controls and to evaluate its compliance with the policies and procedures of the control system. Act 17 of the 1996 Regular Session of the Louisiana Legislature requires agencies with an appropriation level in excess of $30 million to use existing program resources and table of organization for the purpose of establishing an internal auditor position. The university has established the required position; however, the position remained unstaffed for over eight months of the current fiscal year. Considering the university's reported assets ($156,691,931) and its operating revenues ($98,845,168), we believe that an 
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effective internal audit function is needed to ensure that the university's assets are safeguarded and that the university's policies and procedures are uniformly applied. Northeast Louisiana University should take the necessary steps to establish an effective internal audit function by staffing the internal auditor position with an employee who is assigned and performs only the duties of an internal auditor. In a letter dated August 12, 1997, Mr. Lawson L. Sweadngen, Jr., President, stated that the university will advertise the internal auditor position vacancy and solicit applications during August, and will recommend the best qualified applicant to the University System board for approval in September. Lack of Documentation of Discarded Books Northeast Louisiana University does not obtain or prepare adequate supporting documentation for the disposition of obsolete, damaged, or donated items of inventory. An adequate internal control system would provide formal written policies and procedures that ensure that damaged, obsolete, or donated goods are disposed of in an appropriate manner. Through discussions with university personnel and review of university records, approximately $49,800 of bookstore inventory was determined to have been disposed of as obsolete, damaged, or donated goods. Approximately $6,500 of this was donated to the Friends of the Library, an organization that sells used books and uses the money to purchase equipment for the library. The remaining $43,300 of obsolete books was discarded in the trash dumpsters. Management's lack of emphasis for establishing a control system to govern the disposition of obsolete, damaged, or donated goods has resulted in approximately $49,800 of bookstore inventory being impropedy disposed. Because of the lack of supporting documentation, accountability cannot be established. Northeast Louisiana University should review the policies and procedures in place at the bookstore and establish the nece.~sary controls to ensure that obsolete, damaged, or donated goods are disposed of appropriately. In a letter dated September 26, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and has revised its procedures to ensure that adequate documentation is provided for all disposition of books. inadequate Controls Over Bookstore Cash 
Northeast Louisiana University does not have adequate internal controls over bookstore cash. It is management's responsibility to provide for, and maintain, adequate internal controls over cash, to include safeguarding of assets by establishing 
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accountability, reconciling balances, and performing timely investigations of missing funds. Through discussions with university personnel and review of university records, the following matters were disclosed: 

2 
Approximately $3,150 of petty cash/change fund was reported missing over a six-month period from August 1995 through February 1996. This apparent theft was charged to the expenditure category "Other Charges" in the Auxiliary Fund for the year ended June 30, 1996. Approximately $300 was reported stolen from the university's Booth Store in July 1996, and another $300 was reported stolen in August 1996. The Booth Store is operated in the Pecanland Mall walkway. Both of these thefts reportedly occurred after normal business hours. These conditions exist because management has not placed considerable emphasis upon accountability and safeguarding of all assets. Since the university did not adequately safeguard cash through a ,,;ystem of established accountability and physical security, approximately $3,750 of cash was apparently stolen. Northeast Louisiana University should review the policies and procedures in place at the bookstore and at the Booth Store and establish the necessary controls to reduce the risk of additional losses. In a letter dated September 26, 1997, Mr. Lawson L Swearingen, Jr., President, stated that the university concurred with the finding and has implemented additional procedures designed to preclude a reoccurrence of these matters. Inadequate Controls Over Accounts Payable Disbursements Northeast Louisiana University does not have adequate segregation of duties within the accounts payable function and has other weaknesses that increase the risk of misappropriation of funds. Adequate internal control policies and procedures require that the university design a system that discourages incompatible functions that could permit an employee to conceal the misappropriation of funds. In addition, policies and procedures should require manual signatures on large checks, rather than using signature p~ates. In our consideration of the accounts payable function, we noted the following: 
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One person controlled access to check-signing signature plates, the check-signing machine, and the blank checks. 2. Employees of the accounts payable department: 

3 
4 

Process payments to vendors Have access to blank checks Have access to the signature plates Sort and distribute signed accounts payable checks The university has not established a policy requiring manual signatures on large checks. The individuals whose signatures are represented on the signature plates do not control signature plates. These conditions exist primadly from tile reassignment of duties in the absence of filling vacancies, without adequate consideration being given to the impact on internal controls. Allowing employees the access noted previously increases the opportunity to prepare invalid checks, apply valid signatures, and process the checks without being questioned by the financial institutions. This, combined with the absence of a policy requiring manual signatures on large checks, allows the possibility for large-scale fraud and the inability to recover the loss from the financial institution. Northeast Louisiana University should establish adequate segregation of duties within the accounts payable function and should establish policies and procedures to reduce the risk of large-scale misappropriation of funds. In a letter dated October 1, 1997, Mr. Lawson L. Sweadngen, Jr., President, stated that the university concurred with the finding and has implemented additional control procedures to address this matter. Inadequate Control Over Mail Receipts 
Northeast Louisiana University has not maintained adequate control over mail receipts. Good business practices require accountability for all revenues received, as well as maintenance of complete and orderly records to support accountability. A test of mail logs for the two years ending June 30, 1997, revealed the following matters for checks received through the mail by the Controller's Office: 
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The university created a risk of loss of revenue from checks received through the mail. While these checks are maintained in a locked money bag that is stored in the controller's receptionist desk drawer, the drawer is not always locked when the desk is unattended. The check log prepared to account for the checks received each day is not totaled to facilitate accountability between individuals handling the checks. The individual responsible for transporting the checks to the university bank is not accompanied by security personnel, nor do they transport the checks in the locked money bag. The university was unable to provide timely and efficient verification that all checks received through the mail were actually deposited into the university bank and recorded into the accounting records. The checks and logs are received by university bank personnel, signed for, and placed on a counter within the cashier's area. As time permits, individual cashiers take a portion of the checks and key in the information to record the revenue. No one person keys in the total amount of checks from one check log. Therefore, there is never an accounting for the total checks received for each day's activity. In addition, the university's computer system doe.,; not permit easy or efficient retrieval of this information to allow for accountability of the total checks received. These conditions exist because management has not placed considerable emphasis upon accountability and safeguarding of all revenue received. As a result, the risk of unrecoverable loss because of carelessness or misappropriation is increased. Northeast Louisiana University should ensure that all checks received in the mail are adequately secured in the Controller's Office and during transportation to the university bank. In addition, each daily batch of checks should be processed by one individual to retain accountability and to provide for efficient and timely retrieval of financial data from the accounting system. In a letter dated September 26, 1997, Mr. Lawson L. Swaaringen, Jr., President, stated that the university has implemented additional controls to reduce the risk of loss of mail receipt revenue. Failure to Obtain Approval for Telecommunication Contract Northeast Louisiana University entered into a three-year telecommunication services contract beginning July 1, 1995, without obtaining proper approval from an authorized agent of the university. The university requires all contracts that bind the university to 
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be submitted through the purchasing department for approval and the president's signature. The original purpose of the contract previously cited was to provide for an athletic Sponsorship between a cellular telephone provider and the Northeast Louisiana University Athletic Scholarship Foundation (Foundation). The athletic director of the university signed the contract, which was within his authority as agent for the Foundation. The contract states that the sponsor would provide $17,000 per year to the Foundation. In addition, the sponsor would provide 12 cellular telephone activations (numbers) and the loan of up to 12 transportable telephones to be associated with the numbers provided, with an allowance of 100 free minutes of use per telephone each month. However, the contract specifically {dentified the university, not the Foundation, as the responsible, party to pay for excess minutes. In addition, it was determined that the athletic director also had a business relationship with a telephone provider, an affiliate of the cellular telephone provider. This relationship involved providing personal appearances on behalf of the local telephone provider. This relationship was in effect during the period of time the contract was signed, but was terminated on June 30, 1996. For the two years ended June 30, 1997, included in the $18,207 of charges in excess of the free minutes provided by the contract, there was approximately $1,733 of charges billed to an individual coach on his personal cellular phone, which was ultimately paid by the university. The reasoning provided was that the charges were business related; however, there is no evidence to support this claim. 
Northeast Louisiana University should establish appropriate contracting policies and procedures governing contracting to include an independent review function to ensure that the university is protected from unnecessary exposure. In a letter dated October 1, 1997, Mr. Lawson L. Swearingen, Jr., President, stated that the university concurred with the finding and has reinforced the policy requiring that all contracts which bind the university be submitted through the purchasing department for approval before signature by an authorized agent of the university. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be matedal in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable 
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conditions that are also considered to be material weaknesses. However, of the reportable conditions descdbed above, we consider the finding related to ineffective internal audit function to be a material weakness. Other Reports Issued by the Legislative Auditor In a specified procedures report dated December 16, 1996, the legislative auditor reported that the internal controls over safeguarding of cash receipts at Northeast Louisiana University were inadequate, which contributed to a theft of $1,685 from the athletic ticket office. The university campus police has conducted an investigation and reimbursement of the stolen funds has been received from the Office of Risk Management. This report is intended for the information and use of the university and its management. By provisions of state law, this report is a public document, and it has been distributed to appropriate pubtic officials. 

RLA:MAN:dl 
pe ctfully submitte~ Daniel G. Kyle, CPA, CFE Legislative Auditor 
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