
 

STATE OF LOUISIANA LEGISLAT]IVE AUDITOR 

Grambling State University State of Louisiana Grambling, Louisiana 

Financial and Compliance Audit Division 
Daniel G. Kyle, Ph.D., CPA, CFE L egislative A uditor 



 



 



GRAMBLING STATE UNIVERSITY STATE! OF LOUISIANA Grambling, Louisiana General Purpose Financial Statements and Independent Auditor's Reports As of and for the Year Ended June 30, 1997 
CONTE!NTS 

ndependont Audilol's Report on the Finan(;ial Statements General Purpose F-inancial Statements Balance Sheet - All Funds Statement of Changes in Fund Balances Statement of Revenues, Expenditures, and Other Changes - Current Funds Notes to the Financial Statements 
Roped on Compliance and on Internal Control Over Financial Reporting Based on ar0 Audit of Financial Statements Performed in Accordance with Government Auditing Standards 

Statement Page No 2 

Exhibit 



@ l}̂~lIF~. (L KYI.I~, PILl)., CI'A, CFE l .F~I~I.A'rl VE AI.IDITOR 
OFIqC'.E OF LEGISLATIV~~, AUDITOR STA~. OF ~gUJS~AN̂ BATON ROUGB, LOUISIANA 70804-9397 
October 31. 1997 
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we have audited the accompanying general puq:)ose financial statements of Grambling State University, a component unit of the State of Louisiana, as of and for the year ended June 30, 1097, as listed in the table of contents. These financial statements are the responsibility of management of Grambling State University. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government 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, In our opinien, tire accompanying general purpose financial statements referred to above present faidy, in all material respects, the financial position of Grambling State University at June 30, 1997; and the changes in fund balances; and the current funds revenues, expenditures, and other changes for the year then ended, in conformity with generally accepted accounting principles. As discussed in note 16 to the financial statements, during the fiscal year ended June 30, 1997, the university recorded a liability for accumulated and vested annual and sick leave earned but not taken by university employees, as required by generally accepted accounting principles. 



 



GRAMBLING STATL UNIVERSITY S'fATE OF LOUISIANA ALL FUNDS Balance Sheet, June 30, 1997 

ASSETS Cash and Cash equivalents Investments Ac~ounts receivable Notes receivable DUO '[ro~ olher (unds Defer~od charges and prepaid expenses Inventories A~,f ued interesl Other ~ssots Institu(ional ptant TOIAL ASSETS LIABILITIES AND FUN[) EQUITY Liabilities: Accounts payable Accrued I~abllities Due to olher funds Due tO stele lrel~sury Deposits held for others Deferred revenues Notes payable Compensated abcence~ payable BDnds payable Obtigetions under capllel le[~ses l-otel Liabilities Fund Equity: Net investment in ptant fund belBrlces: t~eserved for d~bl ~elvioe Ieeserved for Invenlories t~eserv~d Ior enoumbran~;s Current operations - urlrestrtoted (deflcll) Cutfeet operations - eestrictod Nonoerrent operations: Restho.ted Endowment 7oral Fund Equity "~O'~ AL LIAP.~Lt'( E-'-S AND FUND EQUI'IY 

CURRE!t~'T FUNDS ALIXILIAf~Y GENERAL ENTERPRISES STUDENT LOAN ENDOWMEN1 
$1,841,127 934,480 200,000 6,020 353,066 8,565 9,466 

$80,223 $319,472 $82,044 687,142 744,g75 1,225,015 2,517,784 1,060,829 206.852 
1.484,700 

26,230 gSg,464 6,082 231 284,012 1,714 

$317,916 1,314,306 1,45%860 
6,576 1,798,578 

$348,726 199,647 
606,745 3B,82g 683,238 

$$2,440 128,556 gg5,955 356 93,069 
41888,236 1~877,185.... 1,28D,376 NONE NONE 
353,g66 
(1,798,678) 55,970 1,317,343 1,083,901 984,743 $1,634.637 s1~7~> 

The accompanying notes are an integral part of this statement 4 



F:'LANI FUNDS RENEWALS RETIREMENT INVESTh~E NT AN{) OF IN AGENCY UNEXPENDED REPLACEMENTS INDEBTEDNESS PLANT FUNDS 

Statement A 

TOTAL (MEMORANDUM ONLY~ 
$212.220 1,714,313 49,075 1,078,161 
7,862 

$1(H,418 6(;9,488 $376,171 
372,699 

$496,047 21.345 $890,086 8.014,023 4,747,099 1,000,829 1,947.712 34,250 t,343,430 300 309,726 9,466 
$~,0s1,63L=__~s=(~2,0==~0~ ~748,870 $~0,~E40___ =517,092 . $1~84~3467 
$290,000 

$3,233,611 3,127,o90 __ 290~0444_ NONE NONE 

2,771,587 

$6~),000 $746,870 
263,90~ 

$206,852 310,840 
$729,082 t,642,509 1,947,712 995,955 917,585 45,805 3,233,611 2,574,885 3,127,000 -- 157,531 

133,577,804 

._2~,, ~_.'~, B06 74p,B;'0 ,.3.I 3_~,.8..~___. 

133,577,804 1,348,870 353,986 1,373,313 (1,798,578) 2,332,550 4,406,224 1.467.343 NONE 
$3r061,631 $863 006 $748a870 $140 096 246 $517,692 $158 4..53 467 



GRAMBLING STATE UNIVERSITY S'IA'I-E OF LOUISIANA Statement of Changes in Fund Balances For the Year Ended June 30, 1997 

Revenues and other additions: Unrestricted current fund revenues "Tuition and fees - restricted Stale grants and contracts - restdeled Federal grants end contracts, restricted Private gifts, grants, end ~ontraots - restricted Investment income - restricted Interest on loans receivable Auxiliary enterprise revenues Additions 1o plant faHIIties Retirement of indebtedness Other sources Total revenues and other additions Expenditures and other deductions: Educational and general Auxiliary enterprises Auxilisry equipment purcha[=es tndirec! costs recovered Loan cancellations and write-ells Expended for plant facilities Retirement of indebtedness Interest on indebtedness Disposal of plant facilities Compensated absences Other "1 otal expenditures end other deductions Transfers among funds - additions (deductions): Mandatory. principal end interest Nonmandatory: Capital Improvements Other Total transfers amohg fur=de Inventory decrease Not increase (deorease) for tile year 

CURREN/FUN~S ~TUPFN] AUXILIARY LOAN GE!NERAL ENTERPRISES RESTRICTED FUNDS 
$39,712,697 

$14,142,639 
$1A25,447 806,906 16,785,902 118,661 
$21,519 7,396 
73,610 

61,110 2,306 19.188.026 104.731 
3B,041,619 15,905.654 196,0B6 19,332,866 286,617 
92,049 (9,850) 12,584 

26,022 

16,091,890 19,632,269 26,022 
_ (t,_671,078) ~1!,~z'=,078) (~5.2o7) 

(730,764) 
1,671,078 940,314 NONE NONE NONE NONE NONE (127,266) (1,098,037) (444,243) 78,709 Fund balances (deficit) at beginning of year, restated (note 17) ___~,..3'i7,356) 2,148,608 2,746,329 1,555,928 Fund balances (deficit) et end of ycor $1,139,871 $2,302,O86 

The accompanying notes are an integral part of this statement 6 



PLANT FUNDS ENDOWMEN1 FUNDS UNEXPENDED 
9gD,BB2 

$63,732 169,CH2 
161.124 

RENEWALS AND R|;TIREMENT OF INVESTMENT IN 

421,646 NONE 

TO3AL (~E(~OP.~NDLI~ ONLY) 
$3g,712,697 $7(=,760 1,616.608 800,9D6 18,793,298 116,601 233,374 73,510 14,142,639 $5,320,763 5,320,763 673,393 673,393 214,640 7g,700.389 

901.343 553,985 2t0,655 
404 672,6~6 

67,374,487 16,900,654 190,005 280,817 26,022 90t,343 553,965 210,655 872,686 g4,783 4O4 

NONE NONE NONE 63,732 (479,690) 
1,423,611 

NONE 766.024 
730,764 
730,764 NONE 

672,666 76,222,662 

NONE NONE NONE ~ .~35,207) 44,500 5,32t,49D 3,448,300 
- 3,__~251,282 $863,OOB 704,370 128,266,314 13g,633,192 91,487,343 92,771,587 $863,g06 9748,670 $133,577,804 9143,081.492 __ .. .. 

,~tatomont B 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA C~RRF.N'T FUNDS statement of Revenues~ E)cpendltures and Other Changes For the Year Ended Juno 30, t997 
Revenues: It=ilion and lees State appropriations Federal grants and contracts State greets end contracts Local grants end contrects Pdvate gifts, grants, and contracts Sales end services of e(luc~tion departments Auxiliary enterprises revenue In~ostment income Other sources 10181 revenues Ex~H~nditures and transfers Ertucalional end gonon]4: Instruotion f~:ecearCh Public sa ~,'ice Academic support ~;tudont services Instltutlenal support Operations and maintenance of plant .~;eholarships end fellowships Compensated absences lotal educational end general expenditures T~ans(ers among (unds - additions (deductions) Mandatory -principal and Interest Nonmandetory- athletics Auxlflery enterprises e~l!PendJtures 1oral expenditores arid transfers O'lh er Oedu~ons: E>:cess (deficiency) of restricted receipts over transfers to revenues Inventory decrease Oiher - Indirect costs Nel decrease in fond balances 

Statement C 

AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$17,326,g80 $9,770,003 20,284,529 311.937 956,596 221,526 2B1,078 330,051 39,712,697 
1g,445,812 317,217 4,274,107 2,252,515 5,166,t73 4,798,451 1,787,344 92.049 38,133.68B 
1.671.078 

(35,207) 

4,372,636 
14,142,639 

$1.42~,447 15.451,244 1,093,~BD 118,661 

3,723,045 2,433,057 5,160 409,010 1,108,362 1,146,449 381,716 10.125.469 (0.850) 12,~4 (0.850) 19,~5,45~ 730,764 (1,671,078) 16,101,740 15,151,576 19,345,452 
(157,426) __~286,817) ($127 25(]) .__.~.~_~)~ _ ($444,243) 

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



INTRODUCTION 

GRAMDLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements As of and for the Year Ended June 30, 1997 
Grambling State Ur~iversity is a publicly supported institution of higher educalion. The university is e component unit of the State of Louisiana, within the executive branch of government. "]-he university is under the management and supervision of the University of [ ouisiana Board of Trustees; however, the annual budget of the university and changes to Ihe degree programs, departments of Instruction, et cetera, require the approval of the Board of Regents for Higher E-'.ducation. As a state university, operations of the university's instructional programs are funded through annual lapsing approprialiens made by the Louisiana Legislature. Grembling State University Is located in Grambling, Louisiana, end serves as B cultural end educational center for north Louisiana. 3"he university offers associate, baccalaureate, and selected feasters and specialist degrees in the areas of liberal arts, education, business administration, the sciences and science-related technologies, nursing, and social work Enretlment at the university was 6,701, 6,172, and 2,324 respectively, during the fall, spring. and summer semesters of fiscal year 1997. The university has 1,145 full-time faculty and staff members at June 30. 1997. 1. 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 No. 15: the American Institute of Cedified Public Accountants (AICPA) College Guide model, and the Governmenta~ model, established by the National Counc{l on Governmental Accounting. Tire accompanying financial statements have been prepared in accordance with the AICPA College Guide model principles. B. REPORTING ENTITY The CASe, Code Section 21DO, has defined the governmental reporting entity to be the State of Louisiana. Therefore, the accompanying financial statements of the university contain sub-at:count 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 matters as follows: 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
(1) a majority of the members of the governing beards are appointed by the governor; (2) the state has control and exercises authority over budget matters; (3) state appropriations provide a large percentage of total revenues; and (4) the state issues bonds to finance certain construction. "l'he accompanying financial statements present information only as to the transactions of the programs of Grambling State University as authorized by Louisiana Statutes and administrative regulations. Grambling State University is a publicly supported institution of higher education. GASB Statement 14, The Financial Repor#ng Enlity, establishes the institution as blended as part of the primary government since It Is a component unit and the State of Louisiana is financial)y 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, C. FUND ACCOUNTING -re 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 accordant~ with specified activities or objectives. Accounts are separately maintained for each fund; however, in the accempanying financial statements, funds having similar characteristics have bean combined into fund groups. Accordingly, all financial statements have been reported by fund groups, A bdef description of each fund group fellows: Current Funds Current funds are operating funds that will be expended in the near term, Such funds have two basic sub=groups, unrestricled and restricted. Unrestricted current funds include all funds for operating purposes on which there are no restdctions, 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 Ihat limit the purposes for which such funds can be used, and Include the auxiliary enterprise fund and the restricted fund. Student Loan Funds lhe student loan funds group accounts for resources available for loans to students, 

10 



GRAMBLING STATE;. UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
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 planl funds are used for the acquisition of long-tired assets for institutional purposes. Funds for renewals and replacements are set aside from currant 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 tile university. Certain plant assets are provided directly by the state and are funded by general obligat(on bonds of the state. While these plant assets are included in the financial statements, the general obligation bonds are not since they are funded by the state treasurer. AgencyFunds Agency funds are deposits in which the university acts as custodian or fiscal agent on behalf of others, such as student or facuTty 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; and (2) inventories of the General Fund are recorded as expenditures at the time of purchase. The statement of current funds revenues, expenditures, and other changes is a statement (if 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 e statement of revenues and expenses. To the exient 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 renovalions; mandatory transfers in the case of required provisions for debt amortization and Interest; and as transfers of a nonmandatory nature for all other CaSeS. 



GRAMBLING STATE" UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
E, BUDGET PRACTICES/COMPARISON 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 cerlain 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; and (3) inventories in the General Fund are recorded as expenditures at the time of purchase. Summer school tuition and fees and summer school faculty salaries and related benefits for June generally are not prorated, but are recognized in the succeeding year. However, the 1997 summer session ended on July 11, 1997, placing the majority of the session in the 1097 fiscal year, Therefore, the university elected to report tuition and fees related to the summer session as revenue In the current year. Expenses relating to this session are reported In the period the tuition and fees are recognized as revenues. The budget amounts include the original approved budget and subsequent amendments approved as follows: Original approved budget Amendments: D(,segregation settlement agreorncnl Feeully salary increases Reported in other funds Total budgeted amounts 

$41,412,255 
1,g85,632 1,520,014 --.. (1,9~5,632) 



GRAMBLING STATP. UNIVERSITY STATE OF LOUISIANA Notes to the Flnariciel Statements (Continued) 
The following is a budgetary cempadson for the General Fund 
Revent~e8 AppiOpl'ieted by legislature: State General Fund (direct) State General Fund by self.generated revenues Federal 3otelrevenues Expenditures Pmgrem expenditures 

Actual on Budget Basis V~Hsn~e Favorsble 
$20.264.52s $20.284.528 19,1~6,232 22,35~,741 ($3,240,599 300,ODD 42.D41.269 ~.$!1,03L. 
39.742.607 Unexpcnded Appropriation Cu rrdr~nt Year NONE NONF The other fund,,; 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. F, CASfl AND CASH EQUIVALENTS AND INVFSTMENTS Cash includes cash on hand, demand deposits, and interest-bearing demand deposits. Cash equivalents include amounts in 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. In accordance with Louisiana RevisrJd Statute (R.S.) 49:327, the university is authorized to invest funds In direct United States Treasury obligations, United States government agency obligations, direct security repurchase agreements and reverse direct security repurchase agreements, time certificates of deposit, investment grade commercial paper and investment grade corporate notes and bonds, and money market funds; arid, in addition, funds derived from gifts and grants, endowments, end reserve funds established in accordance with bond issues may be invested as stipulated by the conditions of tile gift Instrument or bond indenture. The majority of these Investments are United States government agency obligations and are repot'led at cost, which approximates market on the balance sheet, 



GRAMBLING STATE UNIVERSITY S'fATE OF LOUISIANA Notes to the Financial Statements (Continued) 
G, INVENTORIES Inventories are valued at the lower of cost or market. The university uses beth perpetual and periodic inventory systems and values its inventory using the first-in, first- out (FIFO) and weighted-average valuation methods. Inventories in the General Fund are recorded as expenditures at the time of purchase. Year-end balances are offset by a fund balance reserve that indicates this portion of the fund balance does not constitute available spendable resources. The inventories of the auxiliary enterpris~ funds are expensed when sold or used. H, ENCUMBRANCES Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure el monies are recorded in order to reserve fund balances, is employed by the university during the year. Encumbrances outstanding at year-end in all funds, except for the G~erneral 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 Izecause ;'~s ~rlversI'.y does not have :he ab"=ty to f',nanee the '.:.q~idat]on of encumbrances after Juno 30, 1997, as provided by R.S. 39:82. PLANT ASSETS Physical plant and equipment are stated~at cost at the date ef acquisition and fair market value at date of donation in the case of gifts. Public domain or infrastructures are not capitalized. Construction in progress is capitalized during construction based on actual expenditures incurred by the university and the Office of Facility Planning. No depreciation has been provided on plant assets, J. COMPENSATED ABSENCES Employees accrue and accumulate annual and sick leave in accordance with slate law and administrative regulations. The leave is accumulated without limitation; however, nine-month faculty members do net 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 rctirement, the option of receiving an actuarially determined lump sum payment for annual and sick leave that would otherwise have been used to compute 

14 



GRAMBLING STATE" UNIVERSITY STATE OF LOUISIANA Notes to the f-'inanGial Statements (Continued) 
years of service for retirement. Unused annual leave in excess of 3DD hours plus unused sick leave ere used to compute retirement benefits. Upon termination or lransfer, 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 carried. Compensation paid will be based on the classified employees' hourly rate of pay at termination or transfer. K. TOTAL COLUMNS ON S'I-ATEMENTS Total columns on the statements are captioned Memorandum Only (overview) to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations. Neither is such data comparable tea consolidation. 2. INTERFUND BORROWING All interfund leans are temporary in nature; no irllerast is charged on interfund loans. Interfund borrowings are recorded on each fund as due te/due from other funds and total $1,947,712 for fisca~ year 1997. 3. CASH AND (:ASH EQUIVALENTS At June 30, 1997, the university has cash arid cash equivalents (book balances) of $BgD,086 as follows: Cash on hand Demand deposits Interest-bearing demand deposits Time deposil.s Total 

$4,750 (3,088,239) 2,402,755 1,570,820 
"these deposits are stated at cost, which approximates market. Under state law, these deposits (or the resuTting 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. "rhese securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At June 30, 1997, the university has $4,064,382 in deposits (collected bank balances). These deposits are secured from risk by $421,258 of federal deposit insurance (GASB Category 1) and $3,643,124 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). 

15 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial ~;taternents (Continued) 
4, INVESTMENTS At June 30, 1997, the university has investments totaling $8,014,023 aS follows 
Fund General Fund: Federal Farm Credit Bank bonds hold by s bank and bacl~od as a federal agency Fede;a~ Home Loan [~,ank bond he~d by a bank end backed as a federal agency Federal National Modgage Association bends hold by a bank and backed as e federal agency "fetal General Fund AuxiliarY Fund: Federat Homo Loan Mortgage Corporation discount. notes held by a bank and backed as a federal agency Federat Home Loan Mortgage Corporation discount note held by ah Investment company and backed as a federal agency Federal National Morlgage Association bend hold by an investment ~om cany and backed as a federal a9ency Total AuxiliarY Enterprises Fund Restricted Fund: Federal Home Loan Bank bond held by a bank and backed as a federal agency Endowment Fund: Fodmal Home Loan Mortgage Corporation disoc4.~nt note held by an investn~ent colnpany and backed as ~. federal agency Federal National Morlgage Ar~seciation bonds held by a bank and backed as a tederat agency Fedc, ral National Mortgage Association bond hold by an invostrnent cornpany and backed as a federal agency "[otal Endowment Fund 

16 

Carrying An'tount 
$96,610 997.98t 746~33~ 1~84t,'127 

Excoss (Deficiency) Market of Market over Value CarQ~ing_Amounl 
$99,375 996.228 748,591 1.842.134 

$2,565 (1,763) 195 
~27J75 320,935 (B,237) 
259,967 204,200 (55,767 
607r'142 = 62;},580 
744.976 . 7441975__. 
603,387 550,400 483.031 463.150 

~,55o~ . (63,554) 
NONE 
(42,907 119 398,3'~2 . 38"/j735 .___...~._~ .~ t404,700 "i,431~265 -- (53,475) 



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

F~u~ (cont.) Plant Funds: Federal F arn'~ Credit Bank bond held by a bank and backed as s federal agency Federal Home Loan Moltgagc Corporation discount note held by a bank and backed as a federal agency Fc.deral Home Loan Mcrtgage Corporation discount note held by an invcstmcnl company and backed as a tedor~ ~gancy Federal National ~Ae~tgage ASSOCiBt~On bend held by an investment company and backed es a federal agency Total Plant Funds Agency Fund: Faders| NatiDn~ Mortgage A$t, ociation bond held by er~ investment t>ompany and backed ~s a federal agency 3ot~l 

Carrying Amount Market Value 
$745,306 $746,677 1.491.866 1.497.5B6 
102,131 9D,770 420,s6_9 4o~ BB3 

Excess (Deficiency) of Market over 
$1,371 5.720 

7tB $8 o14,o2._~_3 .$7 87~6GL, ~$134,3G~ 
All investments are unsecured and unregistered with secud(les held by the counterparly or its trust department or agent but not in the university's name (Category 3). 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
6. NOTES RECEIVABLE Notes receivable within the student Loan funds are shown on Statement A net of an allowance for uncollectables as follows: 
Perkins Loans Nursing Loans Short-Term Student Loans 3otal 7. PENSION PLANS 

Notes Receivable $1,99D,167 319,561 15,094 
Allowance for Uncollectables $1,268,979 4.014 

Net Statement A $73g,186 315,547 15,094 $.~.t333,822 $1,272,993 $1,060,829 
Plan Description, Substantially all employees of the university ere members of two statewida, public employee retirement systems. Academic employees are generally members of the Louisiana "reachers Retirement System (TRS), and classified/unclassified state employees are members of tile Louisiana State Employees Retirement System (LASERS), Both plans are cost-sharing, multiple-employer defined benefit pension plans administered by separate boards of trustees. "I'RS 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 I.ouisiana Constitution of 1974. Generally, all full-lime 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 end required supplementary information for the systems. The reports may be obtained by writing to the Teachers' Retirement System of Louisiana, Post Office Box 94123, i3aton Rouge, Louisiana 70804-9123, or by calling (504) 92,5-6446 and/el the Louisiana State Employees Retirement System. Post Office Box 44213, Baton Rouge, Louisiana 70804, or by calling (504) 922~0600. Funding Policy. 1-he contribution requirements of plan members and the university are established and may be amended by the state legislature. The legislature annually sets the required employer contribution rate equal to the actuarially required employer contribution as sat forth in R.S. 11:102. Employees contribute 8 percent (TRS) and 7.5 percent (LASERS) of covered salaries. "l"he state is required to contribute 16.3 percent of covered salaries to TRS and 12.4 percent of covered salaries to LASERS. The university's employer conldbution is funded by the State of Louisiana through the annual appropriation to the university. The university's employer cenlributions to fRS for the years ended June 30, 1997, 1996, and 1995 were $2,574,361, $2,524,149 and $2,397,907, respectively, and to LASERS for the years ended June 30, 1997, 1996, and 1995 were $1,236,890, $1,314,095, end $1,196,354, respectively, equal 1o the required contributions for each year. 
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GRAMBLING STAT|" UNIVERSITY S'I-ATE OF LOUISIANA Notes to the Fiwarlciol Statements (Continued) 
B. OPTIONAL RETIREMENT SYSTEM 

The optional retirem(,'nt plan is a defined contribution 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 electior~ to participate in the optional retirement plan rather then the TRS and purchase retirement arid death benefits through contracts provided by designated companiE;s. "Total contributions by the university are 16.3 p~~tcent of the covered payroll. 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 ever to the appropriate company or companies, on behalf of the participant, an amount equal to the employer's portion of the norma~ cost contribution es determined annually by the actuarial committee. The TRS retains the balance of the employer contribution for application to the unfunded accrued liability of the system. Benefits payable te participants are not the obligations of the State of Louisiana or the TRS. 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 $649,004 for the year ended June 30. 1997. 9 Pos'rRETIRE!MENT HEAL'iH CALVE AND LIFE INSURANCE BENEFI~S The university provides certain continuing health care and life insurance benefits for its retired employees. Substantially all of the university's employees become eligible for these benefits if they reach normal retirement age while working for the university. These benefits for retirees and similar benefits for active employees are provided through a state-operated group insurance program and various insurance companies whose monthly premiums are paid jointly by the employee and the university. The university recognizes the cost of providing these benefits to retirees (university's portion of premiums) as an expenditure when paid during the year. These retiree benefits totaled $501,464 for 205 retirees for the year ended June 30, 1997. 



GRAMBLING STATE" UNIVERSITY 9TATE OF LOUISIANA Notes to the Financial ,Statements (Continued) 
10. RISK MANAGEMENT Obligations and losses arising from judgments, claims, and similar contingencies are paid through the state's self-insurance fund or by General Fund appropriation and are not reflected ir~ the accompanying general purpose financial statements. The university is involved in two lawsuits at June 30, 1997. One seeks damages and wages and the other is for termination of contract. Legal counsel expresses no opinion on the former suit and states the latter suit went to trial on August 25,, 1997, with the plaintiff's claim being denied. 11. COMPENSATEr) ABSENCES At June 30, 1997, employees of the university have accumulated and vested $2,200,185 of emp)oyee annual leave benefits and $374,700 of sick leave benefits, which was computed in accordance with GASI:3 Codification ~;ection C60. The leave payable is recorded in the accompanying financial statements. 12. LEASE OEILIGATIONS Capital Leases 

Year ending June 30: 1998 1999 Thereafter Total minimum lease payments Less -. amount representing Interest Pr(;sent value of net minimum lease payments Operating Leases 

$145,248 24,207 NONE 169,455 (11,624) $157,831 
"the university does not have any material operating leases at June 30, 1997 



GRAMBUNG STATE UNIVERSITY STATE OF LOUISIANA No~os to the Financial Statements (Continued) 
13. LONG-TERM DEBT lhe following is a summary of bond and notl~ transactions of the university for the year ended Jurle 30, 1997: 
Oulstanding at July 1, 1996 Retired 

Bonds Notes "rotal $3,602,000 475,000 Outslanding at June 30, 1997 $3,127,000 
$3,312,576 78.965 $6,914,576 553.965 $6,366.611 

A detailed summary of all debt outstanding at June 30, 1997, including interest payments of $1,942.422. follows: 
.Issue ~nds Student ttouslng System Revenue Bonds: 1965 Sedes A 1965 Series B 1968 Series A 1966 Series B Academic Facilities Building Use Fee Revenu~ Bonds 1969 ,~,erles G 1969 Se;ies H 1970 Series I "Total Bonds 
United States Depadment of Education Notes Payable "[otat t.ong-'t-erm Debt 

Date of Issue 
Oot. Oct. Oct. Oct. 

Origina Issue 
965 $2,649,00D 965 4,000,000 968 625,000 988 3.000.000 Nov. 1,1969 Nov. 1, t969 July1,1979 472,000 125,000 800,000 11,671,000 

May 1, t993 3,500.000 

Outstanding June 30, 1996 
$249,000 1,575,000 125,090 1,326,000 97,009 25,000 205,000 3.602.000 
3.312,576 $15,171,000 $6,914,576 



 



GRAMBLING STATE! UNIVERSITY S'I-ATE OF LOUISIANA Notes to the Financial Statements (Continued) 
The annual requirements to amortize all debt oulstanding at June 30, 1997, including interest of $1,942,422, are as follows: _y_ea~ 1996 1099 2000 200t 2002 Subsequentyea~ 1"ore1 

Bonds Notes Tote $570,329 438,471 378,689 366,275 313,460 1,525,308 
$177,754 177,754 177,754 177,754 t77,754 3.821.711 

$748,083 616,225 556,443 544,029 491,234 5.347.019 $8,303,033 "1 he following is a summary of the debt service reserve and other reserve requirements of the various bond issues and notes outstanding at June 30, 1997: 
I s_ssue 

Cash/ rlvestment Reserves Available Renewals and Replacements Fund - Student Housing System Repair and Replacement Reserve Account $B63,906 Retirement of Indebtedness Fund Student Housing System Revenue Bonds Academic Facilities Building Use Fee Revenue Bonds United States Dei:~admcnt of Education No:des 

Resolve Requirements Exoess 
$600,000 $263.906 

51t,700 511,700 81,420 81,420 155.750 155.750 Total Retirement of Indebtedness Fund 74B.870 Total 748.870 NONE $1,612,776 $1,348,870 $263,906= 
The university Is required, for the United States Department of Education note, to establish a Retirement of Indebtedness Account and make semiannual deposits of $22,250 until $17B,00D has been reached. Once the debt service reserve account balance is satisfied, the university is to establish e Repair and Replacement Reserve Account and mal,~e annual deposits of $35,000 until $350,000 I~as been accumulated. 



GRAMBLING STATE: UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
14. GENERAL FUN[) As shown on StateMent A, the Restricted Fund has $995,955 of unexpended desegregation settlement agreement funds due to the state treasury at June 30, 1997. This amount should be remitted to the state treasury as unexpended appropriation, As provided by Act 971 of 1985, [R.S. 17:33B6(A)], the university adopted a building and facility preventative maintenance program, which was approved by the Louisiana Board of Regents. rhis program allows the university to expend appropriated funds during subsequent fiscal years that were unexpended and unobligated at June 30, 1997. At least 50 percent of these funds must be used solely for preventative maintenance purposes, In accordance with the approved program, subject to approval by the University of Louisiana System Board of "lrustees, the Louisiana Board of Regents, and the Joint Legislative Committee on the Budget. As shown in note l-E, the university had no unexpended state General Fund Appropriation, which may be used for preventative maintenance (Act 971 of 1985). In addition, the university has $393,767 of prior-year preventative maintenance program funds included in the Restricted Fund shown on Statement A as fund equity, The General Fund contributed or provided general support to the athtetic department totaling $1,671,078 for the year ended June 30, 1997. 15. FUND EQUrfY (Deficit) Fund balances (deficit) at June 30, 1997, as shown on Statement A, are summarized as follows: 
Current Funds: General Auxillsry Enterprises Restricted Noneurrent Funds: Studer~t Loan Funds Endowment Funds Plant Funds: Unexpended Renewals and Rept~cements Retiremen! or Indebtedness ToFal 

Unrestricted Internally Externally Restricted Restricted Tote ($q,79B,678) $353,966 ($1,444,612 1,139,871 1,139,871 619,127 $1,682,959 2,302,086 240,585 2,771,687 263.906 
1,394,052 1.487.343 
600,000 
1,634,637 1.487,343 2,771,567 863,006 748.B70 $9.503.688 The General Fund deficit of $1,444,612 is the result of an adjustment for compensated absences that had not previously been booked (note 16). This deficit wlll be liquidated with future financial resources. 
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GRAMBLING STATE! UNIVERSITY STATE OF LOUISIANA Notes to the Flnancla! ,Statements (Continued) 
16. ACCOUNTING CHANGE The accounting change made during the year involved a change In accounting for compensated absences. Before the current fiscal year, the university did not recognize the liability for compensated absences in its financial statements, though required to do so by generally accepted accounting principles. To implement this accounting principle, the university has recorded the leave payable in thE; accompanying financial statements and has restated beginning fund balances (note 17). 17. PRIOR-YEAP, RFSTATEMENT OF FUND BALANCE A prior period adjustment of $169,842 was made in the Endowment Fund to adjust prier year revenue for interest earnings deferred to offset a decline in market value for certain investments. The university restated the Plant Funds (Unexpended, Renewals and Replacements, and Retirement of Indebtedness) to adjust for reallocation of fund balances to provide for specific project accounting, by fund, as defined by the university, to provide for separate reporting within the accounting records and to comply with reporting as defined by the AICPA College Guide. In addition, the university restated beginning fund balances for the Current Funds (General, Auxiliary, and Restricted) to recognize the liability for compensated absences. Fund balances of the Current, Endowment, and Plant Funds for the year ended June 30. 1996. were restated as follows: 

Current Funds: General Auxiliary Enterprise Resttieled Fund Endowment Fund Plant Funds: Unexpended Renewal and Replacement Retirement of Indebtedness 

Fund Balances at June 3g, ltt96, as Previously __._Roj.~o dad 
Fund Balances (Deficit) at June 30, Restated 1996, as Amount Restated 

$3B9,173 ($1,706,529) ($1,317,356) 2,841,696 (693.06B) 2,146,606 2,826,8t4 (80,485) 2,746,329 1,253,769 169.842 1.423,611 
1,852,g08 1 ,g7t ,326 995,324 
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1,398,374 (1,107,420) 3,25t,282 863,9D6 704,370 



GRAMBLING STATE! UNIVERSITY STATE OF LOUISIANA Nolos to the Financial ,Statements (Contimaed) 
18. STUDENT LOAN FUNDS The fund balances of the student loan funds at June 30, 1997, are as follows Perkins Loans Nursing Student Loans Other Loans Total 

$1,031,516 362,536 240.585 $1.634.637 19. ENDOWMENT FUNDS The fund balances ef the endowment funds -'~t June 3D, 1997, are as follows Eminent Scholars Trust Fund - Department of Industrial and Engineering 1ethnology Endowed Professorship in Education Endowed Prefessorship in Business Tota 
$1,259,348 113,112 114,863 $1,467.343 

20. PLANTFUNDS TherestrictedfundbalancesofthaunexpendedplantfundsatJune3O, 1997, areasfollows Recreation Fee Vehicle Registration Foe Construction tunds Traffic and Parking Fines Total 
$281,913 (12,835) 1,830,427 672.082 

In August 1987, the Financial Accounting Standards Board (FASB) Issued Statement No. 93, Recognition of Depreciation by Nokfor-Prefit Organizations, which requires not-for-prefit organizations, including colleges and universities, to recognize depreciation of their long-lived tangibte assets in their financial statements. In January "1989, the GASB issued Statement No. 8, which addresses the implementation of FASI~ Statement No. 93. Codification of Governmental Accounting and Financial Reporting Standards Section Co5.103 states that "Colleges and universities that follow the AICPA Guide should not change their accounting and reporting for depreciation of capital assets as a result of FASB Statement No. 93, Recognition of ~~epreclation by Not-for-Profit Organizations; the GABB has several projects under way that 



GRAMBLING STATE- UNIVERSITY STATE OF LOUISIANA Notes 1o the Financial Statements (Contimmd) 
may affect that reporting." As reflected in note l-D, depreciation is not currently recOgnized by the university. A summary of investments in plant follows Balance July 1, 1996 A.ddiiior, e Deletio~ Balance Juno 30 ~997 Land and implovements $6,030,247 $6,030,247 Bulldqngs 69,297,278 $19,607,331 88,804,609 trust ovomer~ts - ot~'.e~ 2,352A27 2,352,427 Equl~nent 25,567,196 3,574,420 $540,224 28,001,392 Llblary books 12,056,929 366,309 35,982 12,387,256 Construction in progress 20,1~07_2 1,380~0~._ __ ~_~L70~K~7~l -- 1,620~._315 Total 
In accordance wilh R.S. 39;321-332, the university has complied with the Louisiana movable property statutes. 21. AUXILIARY I-NTERPRISES The universily maintains various auxiliary enterprise funds that provide services to the university community. Segment information for the year ended June 3D, 1997, follows: Food Service Net Inweave (do;wa~o) ~', luhd b~al~t>es $616,93S Net &t~eL~. 1,792,426 OUlstandin9 principal end inleJesl or, dab1 Annual principal =3nd Interest on debt 
22. FOUNDATIONS 

S2,185,7'~2 4,398,26? 8,303,033 764.620 
($71,474) (1e5.461) 
St,adorer Center Other Total 
($654,~ ~ e,) (I,114.482) ($2,BB5,~) O,750,87gi ($1 ,GOB,9~.'/) 1,139.871 8,31)3.033 ?64.62O 

The accOmpanying financial statemertts do not Include the accounts of Gramblin9 State University Athletic Scholarship Foundation, Grambling State University Foundation, and GramblJng State University Alumni Association. These organizations are separate corporations whose financial statements are subject to audit by independent certified public accountants. The latest audits of the Orambting State University Athletic Scholarship Foundation, the Grambling State University Foundation, and the Grambling State University Alumni Association were for June 30, 1994, DBcember 31, 1994, and December 31, 1996, respectively. 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
23. CONSULTANT FEES FOR FEASIBILITY STUDIES AND OTHER SPECIAL REPORTS A summary of professional services payments made for consultant fees for feasibility sludies and other special reports, in compliance with Senate Concurrent Resotution No. 35 of the Extraordinary SBssion of 1974, is as follows: Name of Firm or Consultant 
Blaekstona Development Associates Golden Bear International KPMG Peat l~arwick, LLP Peasen, Edward M. Whlteside, John West, Redetiok K. "[otal 
24. DEFERRED COMPENSATION PLAN 

A~ $64,950 8,0D0 29,200 5,110 2,400 8,500, 

Co,lain employees of Grambling State University participate in the Louisiana Deferred Compensation Plan adopted under the provisions of Internal Revenue Code Section 457. Complete disclosures relatirt9 to this statewide plan are available in the financial statements el the State of Louisiana. 25. 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), There were no on-behalf payments for fdnge benefits and salaries included in the accompanying financial slatements for fiscal year 1997. 



Alma J. Brown Elementary Alma J. Brown High School Grambling High School - General Fund Lincoln Tax Fund and Testing Los Embajaderes Spanish Club Physics Department Lab Lacey Reynolds Basketball Camp Eddie Robinson Football Camp Student Discipline Student Government Association Others Tote 27. FEDERAl GITJ~NTS 

$77,691 29,692 13,914 9,495 11,608 5,907 8,691 22,341 41,797 18,900 70.804 
The university participates in a number of federally assisted grant programs. These programs are subject to program compliance audits by the grantors and other external auditors. In May 1997, a federal program review of Title IV Federal Student Financial Assistance programs was conducted by the U.S. Department of Education. The federal program review report indicated questioned costs in the Tllle IV programs. As a fellow-up to the federal program review, the university prepared an internal audit report on the questioned costs. An external auditor's report on the Schedule of Expenditures of Federal Awards made reference to an internal audit report that indicated approximately $612,48,=; of questioned costs were disbursed as financial aid to ineligible students. The university has responded to the federal program review, the final resolution of this matter by the U.S. Department of Education is pending, and the results are unknown. As such, the financial statements have not been adjusted for these matters. 28. SUBSEQUENTEVENTS On October 13, 1997, Dr. Raymond A. Hicks, President of Grembling State Univers(ty, resigned his posttion effective June 30, 1998. I--ffective 5 p.m. on October 13, 1997, Dr. Hicks was relieved of the day.to-day operations of the university and placed on leave until June 30, 1998. 
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GRAMBLING STATE- UNIVERSITY STATE OF LOUISIANA Grambling, Louisiana We have audited the firlancial statements of Grambling State University, a component unit of the State of Louisiana, as of and for the year ended June 30, 1997, and have issued our report thereon dated October 31, 1997. Vie conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained ir~ Government Audiling Standards, issued by the Comptroller General of the United States. Compliance As part of obtahing reasonable assurance about whether Grambling State University's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts arid 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, accordin.qly, we do not express such an opinion. The results of our tests disclosed the following instance of noncompliance that, although not material to the financial statements, is required to be reperted herein under GovemmenfAuditing Standards. Tlmekeeplng Records Not Certified Grambling State University does not consistently follow university policies and procedures eslablished to ensure compliance with Civil Service rules and regulations related to certification of timekeeping lecerds. Civil Service Rule 15.2 requires employees to certify their actual hours of attendance and to sign their time sheet at the end of each pay period. An examination of 3,0 payroll records selected from the monlh of February 1997 revealed that one classified employee did not certify the hours worked and reported on the time sheet or the time card. During a follow-up to this exception, it was determined thai 5 departments, consisting of 304 classified employees, use a punch card (time clock) system for recording hours worked. A review of these departments revealed thai 89 of the 304 employees (29 percent) did not follow codification procedures thai require slgnln9 or Initialing the appropriate timekeeplng records. 
EXHII31T A 



LEGISLATIVE AUDITOR 
GRAMBLING STA'I'i=. UNIVERSITY ~;'I'ATE OF LOUISIANA Compliance and Internal Control Report October 31, 1997 Page 2 
Although the university has policies and procedures that contain many elements of a good internal control system, management does not always ensure that employees follow these established procedures. Failure to adhere to established procedures could subject the university to possible misuse or loss of funds. Grembling State University should follow its internal control pelicies and procedures and Civil Service Rule 15.2 to ensure that all employees are properly certifying timekeeping records. In a letter dated August 19, 1997, Mr. Melvin Davis, Vice President for Finance, stated that the university concurred with the finding and that effective immediately the university has Implemented procedures to ensure that all employees' timekeeping records are properly certified. Internal Control Over Financial Reporting In planning and perfon~ning our audit, we considered Grambling State University's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted a matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. Repo~table conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of tl~e internal control over financial reporting that, in our judgment, could adversely affect Grambling State University's ability to record, process, summarize and report financial data consistent with the assertions of management In the financial statements. The reportable condition is described in the following paragraphs. Grambllng State University Foundation, Inc Delinquent Accounts Receivable Gramt)lin9 State University has not ~ct~vely pursued collection of an outstanding receivable from the Grambling State University Foundation, Inc. (Foundation). Good business practices require the university to pursue collection of all receivables, to include any legal remedies afforded for the enforcement of the agreement between the university and the Foundation. This receivable was established to cover scholarships awarded in prior years by the Foundation. Based on an agreement dated April 28, 1989, the Foundation was to make $50,000 annual payments to the university until the balance was liquidated. The Foundation failed to make the required payments during fiscal years 1995-96 and 1996-97, leaving an outstanding balance of $343,573 at June 30. 1997. "The Foundalion was experiencing financial difficulties as noted In Its fiscal year ended December 31, 1994, audit report released on March 13, 1996, and may be unable to 
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GRAMBLING STATE! UNIVERSITY ~;TATE OF LOUISIANA Compliance and Internal Control Report October 31, 1997 Page 3 
fulfill its obligation to the university. The Foundation audit for the years ended December 31, 1995 and 1996 has not been completed and the current financial position of the Foundation cannot be determined. If the Foundation fails to pay the outstanding balance of this receivable, the university may then have an asset on its books that is overstated. Failure to collect on this debt may result in a possible donation of public funds. Grambling ~;tate University should pursue enforcement of the agreement with the Foundation and obtain the required payments. In a letter dated October 3, 1997, Dr. Raymond A. Hicks, President, stated that the university does not concur with the finding. He stated that the university has actively pursued collection of the outstanding debt end has considered legal remedie.,= to enforce the agreement dated in April 1989, and that numerous meetings were held with representatives of the University of Louisiana System Board of Trustees (Board) and others concerning this issue. In these meetings, it was determined that the original agreement may not be binding and that a new agreement was needed. This new agreement was approved by the Board on June 27, 19{)7. Dr. Hicks feels this new agreement enhances the university's ability to receive payments from the Foundation and is in the best interest of the university and the foundatien. Additional Comments: We understand that a new agreement was probably needed and ere aware that it was executed; however, the new agreement was not signed by the President of the University and the Executive Director of the Foundation until August 11, 1997, which is after the close of the fiscal year under audit. No payments from the Foundation have been made for two consecutive fiscal years, and the new agreement does not call for a payment from the Foundation until May 1998. A material weakness is a condition in which the design or operation of one or more of the internal control cornpenents does not reduce to a relatively low level the risk that mi,,;statements 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 nol necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However. we do net believe the reportable condition described above is a material weakness. 
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