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(A Prefessional Accounting Corporation)

CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITORS' REPORT

Board of Trustees
University of Louisiana at Monroe Foundation

We have audited the accompanying statements of financial position of University of
Louisiana at Monroe Foundation (the Foundation) as of June 30, 2004 and 2003 and the
related statements of activities and changes in net assets and cash flows for the years then
ended. These financial statements are the responsibility of the Foundation's management.
Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. 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 audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Foundation as of June 30, 2004 and 2003, and the
changes in its net assets and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 14 to the financial statements, the Foundation corrected an error in
the carrying value of a Trust and fund that was classified as temporarily restricted during the
year ended June 30, 2003. This correction resulted in a reduction of net assets of $768,730
and $29,047, respectively, in temporarily restricted net assets and a reduction in the change
net asset of $7,752 and $357, respectively.

Our audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information included in Schedules 1 through 5 is
presented for the purpose of additional analysis and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

’9‘%%"/@«_

(A Professional Accounting Corporation)

August 5, 2004
(318) 387-2672 « FAX (318) 322-8866 » www.lhm-cpas.com

1100 N 18™ ST « PO Box 4745 » Monroe LA 71211-4745
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION

STATEMENTS OF FINANCIAL POSITION

ASSETS

Cash and Cash Equivalents

Receivables
Note Receivable
Pledges Receivable, Net {(Note 2}
State Matching Funds
Contribution Receivable from Unitrust (Note 3)
Total Receivables

Property and Equipment
Land (Note 4}
Office and Farm Equipment
Buildings
Less: Accumulated Depreciation
Net Property and Equipment

Investments Held By Trustees
Bank Trusts (Note 5)
Cash and Cash Equivaients
Other Investments
Total Investments Held By Trustees

Other Assets
Other Securities
Art and Collectibles (Note B)
Total Other Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Liabilities
Accounis Payable - Trade
Accounts Payable - University of Louisiana at Monroe
Other Liabilities
Gift Annuity Liabiiity {Note 7)
Note Payable (Note 8)
Funds Held As Agent (Note 9)
Total Liabilities

Net Assets
Unrestricted
Temporarily Restricted
Permanently Restricted
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.

As of June 30

2003
2004 (Restated)

2,518,806 $ 219,689
8963 5,064
39,232 48,315
160,000 0
872,798 840,149
1,080,993 893,528
6,138,061 6,125,760
261,984 261,984
1,352,795 1,246,396
(552,925} (470,449)
7.199,915 7,183,691
134,025 171,867
29,513,558 27,602,051
29,647,583 27,774,018
31,771 30,430
138,838 138,638
170,409 169,068
40617706 % 36,219,994
15852 § 24,075
77,964 75,428
304,484 207,409
277,201 285,329
349,025 381,984
18,721,582 16,179,702
19,746,108 17,153,927
4,566,674 4,233,012
3,082,073 2,912,853
13,212,851 11,920,402
20,871,598 - 19,066,087
40,617,706 3 36,219,954




UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2004

Permanently
Temporarily Restricted Restricted
Cepartments & Endowment Endowment
Unrestricted Scholarships Loans Income Principal Total
SUPPQRT, REVENUES AND GAINS
Support
Cash Contributions 5 231,460 % 672,804 § o0 s 12116 § 327,343 § 1,243,723
Noncash Contributions 4 850 7,954 0 0 Q 12,844
Total Support 236,310 680,738 o] 12,118 327,343 1,258 587
Revenues and Gains
nterest, Dividends, and Royalties 147 669 8,705 109 1} 155,454 311,937
Farm and Lease Income 227,304 0 0 0 0 227,304
Gain (Loss) on Investments 70,740 23,199 338 Q 1,283,688 1,377 965
Service Charges Earned 162,449 0 il 1] 0 162,449
Change in Value of Split-interest Agreements 8,128 32,648 0 0 Q 40,776
Other 76,958 180,447 0 14,913 28,197 308,515
Taotal Revenues and Gains £93 248 253,999 447 14,913 1,467,339 2,429,546
Met Assets Released From Restrictions and Transfers
Restrictions Satisfied by Payments 1,285,086 (932,39%) (122) 149,668 (502,233 0
Transfer to Funds Held As Agent (1240673 0 V] "] 0 {124 0873
Total Support, Revenues and Gains {Losses) 2,090,577 2,398 325 176,697 1,292,449 3,562,446
EXPENSES
Program Services .
General Schalarship 1,750 0 0 o 0 1,750
Restricted Scholarship 299,250 Q e Q 0 299,250
Academic Suppori 150,518 a 0 0 4 150,518
Departmental Expenses 636,871 0 0 0 9 636,871
Total Program Services 1,088,349 ¢ 0 0 0 1,088,339
Supporting Services
Fund Raising and Promotion 139,044 ¢ ¢] 0 Q 139,044
Management and General 509,229 1] a a 0 509,329
Other 20,153 0 0 o 1 20,153
Total Supporting Services 556,526 0 o Q 0 688 528
Total Expenses 1,756,918 0 0 0 0 1,756,915
Change in Net Assets 333,662 2,398 325 176,697 1,292,449 1,805,531
Net Assets at Beginning of Year 4,233,012 2,247,877 20,691 644,085 11,920,402 19,068,067
NET ASSETS AT END OF YEAR 5 45668674 % 225027% 5 21016 & 820782 % 13212851 §_ 20871598

The accompanying notes are an integral part of this financiai statement.
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UNIVERSITY OF LOUISIANA AT MONRCE FOUNDATION
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS - RESTATED
FOR THE YEAR ENDED JUNE 30, 2003

Permanently

Temporarily Restricted Restricted
Departments & Endowment Endowment
Unrestricted Scholarships Loans Income Principal Total
SUPPORT, REVENUES AND GAINS
Support
Cash Contributions 3 82,167 & 553536 3 0 3% 12975 § 148,353 § 807,031
Noncash Cantributions 8,000 15,237 0 1,535 Q 22772
Taotal Support 98,167 568,773 0 14,510 148,353 829,803
Revenues and Gains
Interest, Dividends, and Royaities 195,828 25,822 424 0 208,407 428 481
Farm and Lease Income 266,583 Q 0 ] o] 268,583
Gain on Investments 22,962 33,485 arr 1] 222,690 279,514
Service Charges Earned 151,230 0 0 0 0 151,230
Change in Value of Split-interest Agreements 9,745 39,098 a 0 1] 48 843
Other 4,728 171,267 Y 24,081 297 200,483
Total Revenues and Gains 651,076 269,772 801 24,091 429,394 1,375,134
Met Assets Released From Restrictions and Transfers
Reastrictions Salisfied by Payments 1,209,835 (686,732} (8,1543 (22,377) (491,972) a
Transfer to Funds Heid As Agent (53,339) 0 0 0 0 (583,339}
Total Support, Revenues apd Gains {Losses) 1,905,739 151,813 (7,353) 15,624 85,775 2,151,598
EXPENSES
Program Services
General Scholarship ¢ Q Q 0 Q o
Restricted Scholarship 381,579 g I} o 4] 381,579
Academic Support 245,221 ¢ 0 0 0 245,221
Departmental Expenses 618,065 9 0 Q 0 618,065
Total Program Services 1.244 865 ¢ o} 1] 0 1,244 865
Supporting Services
Funa Raising and Premaotion 100,035 a o 0 o 100,035
Management and General 506,982 o 0 0 0 506,982
Cther 1,969 0 0 g o 1,969
Total Supporting Senices 608,986 "] 0 1] 0 £08,986
Total Expenses 1,853 851 9 1] G 0 1,833,851
Change in Net Agsets 51,688 151,813 (7.353) 15,624 85,775 297,747
Net Assets at Beginning of Year, as previously reported 4,152,077 2,089,453 53,696 628,461 12,603,357 19,537,050
Correction of Carrying Value of Trust and funds
classified as Temporarily Restricted as recorded
in prior periods {Note 14) 29,047 (3,395) (25,652) (768,730) (768,730)
Net Assets at Beginning of Year, as restated 4 181 124 2,086,064 28,044 628 461 14,834,627 18,768,320
NET ASSETS AT END OF YEAR 5 4233.012 3 2247877 § 20691 § 644085 § 11920402 & 19,066,067
The accompanying notes ace an integral part of this financial statement.
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
STATEMENTS OF CASH FLOWS

Cash Flows From Operating Activities

Ingrease in Net Assets
Adjustments to Reconcile Change in Net Assets for the Year to Net Cash
Provided by (Used in) Operating Activities:
Depreciation
Gain on Disposal of Property and Equipment
Restricted Contributions
Changes in Assets and Liabilities
Pledges Receivable
Accounts Payable and Other Liabilities
Total Adjustments

Net Cash Provided By (Used In} Cperating Activities
Cash Flows From Investing Activities
Purchase of Property and Equipment
Proceeds from Sales of Property and Equipment
(Increase) Decrease in Bank Trusts - Unrestricted
(Increase) Decrease in Notes Receivable
Increase in State Matching Funds Receivabie
Change in Vaiue of Split-Interest Agreement
Increase in Other Assets
Increase in Funds Held As Agent
Net Cash Provided By (Used In} Investing Activities
Cash Flows From Financing Activities
Restricted Contributions
Increase in Bank Trusts - Restricted
Increase in Notes Payable
Paymenis of Notes Payable
Net Cash Provided By (Used In) Financing Activities
Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year

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

Cash and Cash Equivalents
Bank Trusts

Total Cash and Cash Equivalents - End of Year

Suppiemental Disclosures

Years Ended June 30,

2003
2004 Restated
$ 1805530 § (470,083}
82,476 72,453
(88,026) (1,100)
(1,012,263) (714,864
9,082 110,421
83,260 3,928
{935,471) (529,162)
870,059 (1,000,145)
(182,000 (889,754)
161,325 1,100
10,613,965 (450,726)
(3,899) 21,281
(160,000) 0
(32,648} (39,098)
(1,341) {1,310)
2,541,880 469,013
12,937,282 {929,494)
1,012,263 714,864
(12,525,471) (736,982)
0 400,500
(32,958) (18,516)
(11,546,166) 359,866
2,261,175 (1,569,773)
391,656 1,961,429
$ 2852831 $ 391,656
$ 2518806 $ 219,689
134,025 171,967
$ 2652831 S 391,656

Non-cash transactions during the years ended June 30, 2004 and 2003 consist of contributions of $12,844 and

$22,772, respectively.

Cash paid for interest during the year ending June 30, 2004 and 2003 totaled $17,431 and $10,928, respectively.

The accompanying notes are an integral part of these financial statements.
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

Note 1 - Summary of Significant Accounting Policies

Organization

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

Basis of Presentation

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

Investments

All investments in equity securities with readily determinable fair values and all
investments in debt securities are reported at fair value with gains and losses included in
the Statement of Activities.

Financial Statement Classification
Classifications
The net assets of the Foundation are reported as follows:

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

2. Temporarily Restricted - includes amounts that have been donated for the use
of specific University departments, organizations or other beneficiaries. The
donations and earnings, if any, are held by the Foundation until requested by
the applicable department, organization or beneficiaries and may not be spent
at the discretion of the Foundation. Also included are funds to provide
interest-free loans to pharmacy students and persons with medical careers.
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

The Kitty P. DeGree Charitable Remainder Unitrust is included in this group
since the assets of the Unitrust will not be bequeathed to the Foundation until
the death of Kitty DeGree and, at that time, can be used for purposes
determined by the Foundation's Board of Trustees.

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

Contributions

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

Donated Services and Materials

Noncash donations include both materials and services. These donations are recorded at
their fair market value on the date of donation. Donated services are recognized only
when they create or enhance a nonfinancial asset, or when they are specialized skills
provided by entities or persons possessing those skills that would be purchased if they
were not donated.

For the year ended June 30, 2004 and 2003, respectively, the Foundation received the
following noncash contributions, which enhanced the Foundation as a whole:

June 30, 2004 June 30, 2003

Professional Services and Other $ 12,844 § 22,772
Allocation of Expenses

The costs of providing the various programs and other activities have been summarized

7
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

between Program and Supporting Services in the Statement of Activities. Program
Services expenses are those directly related to the various programs. Supporting Services
expenses reflect other expenses incurred in operating the programs.

Property and Equipment

Property and equipment are recorded at cost on the date of purchase or fair market value
on the date of donation. Depreciation is recorded on a straight-line basis over the
estimated useful lives of the assets. The Foundation utilizes estimated useful lives of 5 to
7 years for farm equipment and office equipment and 20 years for buildings.
Depreciation of $82,476 and $72,453 for 2004 and 2003, respectively, was charged to
expense.

Oil and Gas Interests

The Foundation owns certain oil and gas interests from which oil and gas income is
expected to be recovered over an eight-year period from its acquisition date. Depletion
has been recorded based on average annual production over that eight-year period. Those
interests were fully depleted in a prior year.

Cash Flows

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

Accounting Estimates

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

Reclassifications

Minor reclassifications have been made to the prior year financial statements to make
them comparable to the current year presentation.

Pledges Receivable
Unconditional promises to give as of June 30, 2004 and 2003 totaled $39,232 and

8



Note 3 -

Note 4 -

UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 3G, 2004 AND 2003

$48,315, respectively. These unconditional promises to give are reported net of an
allowance for uncollectible amounts. The allowance for uncollectible amounts as of June
30, 2004 and 2003 total $12,784 and $3,713, respectively.

Kitty P. DeGree Unitrust

In 1984, the Kitty P. DeGree Charitable Remainder Unitrust was established naming the
Foundation as benefactor. The Trust is administered by a local financial institution. Kitty
P. DeGree is to receive from the Unitrust an annual sum in the amount of the lesser of the
Unitrust income for the year or 10% of the net fair market value of the assets. These
annual payments are required for the rest of her life. The Foundation has recorded a
receivable at the net present value of the estimated future benefits to be received when the
trust is distributed, discounted at a rate of 10% over the benefactor’s life expectancy.

June 30, 2004 June 30, 2003

Total Conditional Promise to Give $ 2,000,000 $ 2,000,000
Less; Unamortized Discount 1,127,201 1,159,851
Net Present Value ) 872,799 §% 840,149

The increase in value of the Contribution receivable for years ended June 30, 2004 and
2003 of $32,648 and $39,098, respectively, has been recorded as a Change in Value of
Split-interest Agreement on the Statement of Activities.

Land
The Helen Spyker Estate, which consists of farmland, timberland, and oil and gas
reserves, 1s included in unrestricted net assets along with other parcels at June 30, 2004

and 2003 as follows:

June 30, 2004 June 30, 2003

Land $ 2,300,000 $ 2,300,000
01l and gas mineral interests 100,000 100,000
Less: Accumulated depletion (100,000) (100,000)

Total Helen Spyker Estate 2,300,000 2,300,000
Land — Ambrose T. Bond, Jr. Property 23,500 23,500
Land - Other 619,244 557,860

&3

Total unrestricted land 2942744 3 2,881,360
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Note 5 -

Note 6 -

UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

Permanently restricted net assets include the Cloverleat Simmental Farm, which was
donated to the Foundation in December 1984. It is reflected in the Statements of
Financial Position for its carrying value of $3,186,400. The Foundation is required to use
the majority of the farm acreage for agricultural and educational purposes until 2014. In
May, 2004 the Department of Transportation purchased a piece of the right-of-way on the
Farm. The proceeds from this sale were $77,016 with a land cost of $49,083.
Permanently restricted net assets also include a piece of property in Columbia, Louisiana,
which was donated to the foundation in April 2001. It is reflected in the Statements of
Financial Position for its appraised value of $58,000.

Bank Trusts
The investments held at June 30, 2004 and 2003 inciude the following which are stated at
the fair values as determined by the bank that maintains the trust accounts. Real estate is

carried at its estimated fair value as of the date it was donated to the Foundation.

June 30, 2004 June 30, 2003

Investments at Beginning of the year

(Fair Value) $ 27,774,018 § 27,109,077
Deposits 331,190 103,942
Gains Realized 615,291 112,271

Interest & Dividends (Net of Fees
Totaling $12,683 and $12,801 for

years 2004 and 2003 respectively) 428,272 626,875
Disbursements to Beneficiaries (663,242) (773,129)
Change in Market Value 3,279,423 594,982
Transfer to Short Term Savings Accout - (2,117,369)

[nvestments at end of the year (Fair
Value) $ 29,647,583 § 27,774,018

Art and Collectibles
At June 30, 2004 and 2003, art and collectibles consisted of the following:

June 30, 2004 June 30, 2003

Dickenhorst Collection h) 85,628 % 85,628
Williams Collection 28,575 28,575
Book Collection 24,435 24,435

Total Art and Collectibles § 138638 % 138,638

10



Note 7 -

Note 8 -

UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

Kitty DeGree Gift Annuity Agreement

In February 1998, the Foundation entered into a gift annuity agreement with Kitty
DeGree. As part of the agreement, Ms. DeGree made cumulative irrevocable
contributions to the Foundation of $300,000 as of Junme 30, 2004. Additional
contributions can be added to the principal. The Foundation is required to make quarterly
payments at an annual rate of 9.4% on the cumulative principal balance. These payments
will be required for the rest of her life. At the donor’s death, the balance of the annuity
corpus will be transferred to the general assets of the Foundation. At the end of each
fiscal year the related annuity liability is calculated, and the Foundation adjusts the value
accordingly. At June 30, 2004 and 2003, the Foundation included the following in Other
Liabilities as an annuity liability.

June 30, 2004 June 30, 2003

Total Gift $ 500,000 $ 500,000
Less: Change in Value of Split Interest (48,606) (40,478)
Less: Contribution Recorded in June 30, 1998 (100,062) (100,062)
Less: Contribution Recorded in June 30, 1999 (74,131) (74,131)

Net Present Value $ 277,201 % 285,329
Note Payable

On October 30, 2002 the Foundation entered into a seller-financed mortgage agreement
with Nature's Cradle, Inc. The original loan amount was $400,500 with a fixed interest
rate of 4.75% secured by real estate and matures in 2012. The monthly installments are
$4,199 including interest.

The aggregate principal payments of indebtedness maturing during the next five fiscal
years ended June 30 are as follows: ‘

2005 $ 34,558
2006 36,236
2007 37,995
2008 39.839
2009 41,773

Interest expense for the year ended June 30, 2004 was $17,431.

11



Note 9 -

UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

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

June 30, 2004 June 30, 2003

Total Funds Held as Agent are as follows:

Eminent Scholars $ 11,479,283 § 10,212,446
Endowed Professorships 7,242,299 5,967,256
Total Funds Held As Agent $ 18,721,582 § 16,179,702

In 1983, the Louisiana Legislature enacted R.S.17:3384 to establish the Louisiana
Endowment Trust Fund for Eminent Scholars. Under the direction of the Board of
Regents, funds are allocated to each university on a two-thirds matching basis. At June 30,
2004 and 2003, the Foundation had the following eminent scholars accounts included in
Funds Heid as Agent which includes the funds available for expenditures:

June 30, 2004 June 30, 2003

Biedenharm Eminent Scholars Chair in

Gerontology $ 1,831,968 § 1,681,054
Biedenharn Chair in Music 1,372,677 1,205,723
Calhoun Scholar Chair in Pharmacology 1,446,973 1,390,122
Eminent Scholars Chair of Construction 1,724,484 1,522,113
Kitty DeGree Eminent Scholars - Toxicology 1,631,462 1,443,111
Tom and Mayme Scott Endowed Chair in

Clinical Pharmacy 1,752,379 1,498,706
Hanna Spyker Eminent Scholars — Education 1,719,340 1,471,617

Total Eminent Scholars Accounts $ 11,479,283 & 10,212,446

In 1989, the Louisiana Legislature enacted R.S.17:3129.5 to establish the Louisiana
Faculty Incentive Fund for providing faculty incentive grants. Under the direction of the
Board of Regents, matching grants are made by the state on a two-thirds basis. At June
30, 2004 and 2003 the Foundation had the following endowed professorships included in
Funds Held as Agent which includes the funds available for expenditures:

June 30, 2004 June 30, 2003

Entergy Endowed Professorship in Computer

Information Systems $ 137,659 § 120,403
Abell Professorship — Entrepreneurship 180,417 156,557
Hammond Professorship in Education 126,185 108,141
Entergy Professorship in Instructional

Technology in Teacher Education 140,169 126,003

12



UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

G. T. Walker Professorship 150,472 134,343
Mary Ellen Walker Professorship in Early

Childhood Education 129,952 115,249
Bank One Professorship in Teacher Education 151,434 129,608
Barham Endowment in English 137,295 121,793
Beach Professorship in Construction 125,426 107,354
Bell South Endowment 151,459 137,101
Emmy Lou Biedenharn Professorship — Music 159,590 140,826
Endowed Professorship in Electrical /

Mechanical in School of Construction 130,456 115,434
Kitty DeGree Professorship in Computer

Information Systems 128,610 113,524
DeGree Professorship — Occupational

Therapy 200,116 177,677
Kitty DeGree Professorship in Computer

Science 198,193 174,780
Kitty DeGree Professorship in Biology 147,460 126,704
ULM Endowed Professorship in English 180,933 160,050
Endowed Professorship in Entrepreneurship

Principle 108,844 0
Bruce and Lizabeth Boulware Professorship

in Management 111,366 0
Glenwood Endowed Professorship in Nursing 173,222 152,980
Linda Noe Laine Professorship in Agriculture 125,564 107,471
Sister Liguon Lawton Professorship in

Nursing 174,393 152,482
Hood / DeFatta Professorship in Accounting 121,805 104,263
Bodie McCrory Professorship in Mass

Communication 145,938 127,234
McKneely Professorship in English Literature 125,564 107,471
McKneely Professorship in Humanities 125,564 107,471
John Luffey Professorship — Accounting 142,818 125,985
W. R. Hammond Professorship in Liberal

Arts 177,427 155,770
Association of General Contractors

Professorship in Construction 147,476 130,313
Association of General Contractors

Professorship in Construction 145,961 128,871
ULM Endowed Professorship in Gerontology 170,672 151,801
Kitty DeGree Endowed Professorship in

Education 152,986 130,986
ULM Endowed Professorship in Nursing 179,956 158,550
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

ULM Endowed Professorship in Education

Administration 191,021 168,790
ULM Endowed Professorship in Geology 193,355 168,637
ULM Endowed Professorship in

Entrepreneurship 207,224 182,871
State Farm Professorship in Insurance 171,627 150,378
Crowley Professorship in Nursing 156,897 140,917
ULM Endowed Professorship in

Communicative Disorders 173,241 151,586
Pfizer/B.J. Robinson Professorship 179,744 158,908
Thurman Potts Professorship in Construction 109,789 0
Scott Endowed Professorship in Agriculture 181,608 160,480
Scott Endowed Professorship in Teaching 168,992 147,648
Lucy Shackelford Professorship in

Kinesiology 108,904 0
Sister Anne Marie Twohig Professorship in

Nursing 167,900 148,388
Waste Management Professorship in

Toxicology 169,074 149,722
Clarke Williams Professorship 157,541 137,736

Total Endowed Professorships $ 7,242,299 § 5,967,256

During the 1992 regular session of the Louisiana Legislature, R.S.17:3384 and
R.8.17:3129.5 were amended and reenacted to enable nonprofit organizations of a type
described in Section 501(c)(3) of the Internal Revenue Code to enter into a contract with
a public institution of higher education to act as a depository for Eminent Scholars and
Faculty Incentive Funds derived from state matching funds. As a result, for the years
ended June 30, 2004 and 2003 the Foundation recognized $160,000 and $40,000,
respectively, in state matching funds. Total state matching funds as of June 30, 2004 and
2003 were $4,680,000 and $4,520,000, respectively and local matching funds were
$7,020,000 and $6,780,000, respectively, and are reflected under Funds Held as Agent on
the Statement of Financial Position.

Funds Available

Included in the Statement of Financial Position under temporarily restricted net assets are
funds available for schelarships and academic support. These consist of earnings from
invested endowment funds. Changes in funds available during the years ended June 30,
2004 and 2003, were as follows:
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Note 11 -

UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

June 30, 2004 June 30, 2003

Funds available at the beginning of the year § 644,087 § 628,461
Other Income 14,913 24,091
Contributions 12,116 14,510
Transfers from the Permanently

Restricted Endowment Principal Funds 425,600 373,443
Scholarships paid (184,150} (216,876)
Academic support and other expenses paid (91,783) (179,542)

Funds available at the end of the year 5 820,783 § 644,087

Rental Agreements

The Foundation has an operating lease agreement with an unrelated party to lease real
property. The lease calls for a monthly payment of $2,538 through June 2006. The
Foundation in turn leases the same property to The University. Annual minimum lease
payments under the unrelated party lease, excluding sublease income, for the next two
fiscal years ended June 30 are as follows:

2005 30,456
2006 30,456
Total $ 60,912

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

The Foundation leased this property to the University for $2,660 per month through June
30, 2004. This lease was extended to June 30, 2005 for $2,760 per month and may be
extended by either party annually for up to one more year.

In addition, the Foundation had entered into an operating lease with an unrelated party
that ended in August 2002. This lease included a purchase agreement. This purchase
agreement was exercised and the property was purchased on October 30, 2002.

The Foundation has entered into operating leases for vehicles which expire on various

dates through September, 2006. The annual minimum lease payments including, for the
fiscal years ended June 30 are as follows:

2005 17,979
2006 7,597
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

2007 1,266
Total $ 26,842

Total rental expense for the year ended June 30, 2004 and 2003 was approximately
$58,735 and $57,659, respectively.

Commitments and Contingencies

The Cloverleaf Simmental Farm was donated to the Foundation in December 1984, with
the requirement that the donor be paid an annuity of $50,000 annually for the rest of her
life. The Foundation was required to place $327,096 in trust and to pledge the stock of
Cloverleaf Simmental Farm, Inc., as security for payment of the annuity. Income from the
trust is paid to the Foundation. Should invasion of the trust principal be required to make
the annuity payments, earnings shall remain in a bank trust for the benefit of the donor for
her lifetime. At the time of the donation, an annuity payable was recorded based on the
donor's life expectancy. During fiscal year 1994, this liability became fully paid, and the
Foundation began expensing the payments as they were incurred. During the fiscal year
ended June 30, 2003 the above donor died. The monthly annuity of $4,167 was paid for
July 2002, The above trust was liquidated and the funds transferred to the Foundation's
General Trust Account.

Concentration of Credit Risk

Financial instruments which potentially subject the Foundation to concentration of Credit
Risk, as defined by SFAS 103, consists principally of cash. The Foundation maintains
cash in various accounts in one bank. The Foundation had deposits at June 30, 2004 in
excess of Federal Deposit Insurance limits of $2,435,788.

Correctior of Carrying Value of Trust and funds classified as Temporarily
Restricted

An error resulting in an overstatement of a previously reported trust was discovered
during the current year. Accordingly, an adjustment of $768,730 was made as a reduction
in net assets for the year ending June 30, 2003. The overstatement was due to a
misunderstanding of the Foundation’s rights to the underlying assets of the Robert Layton
Trust. The misstatement has no effect on the current year’s Change in Net Assets.
However, for the year ending June 30, 2003, the Change in Net Assets has been adjusted
by a total of $7,572 to eliminate interest income, gain/(loss) on investments, other
revenue, fees and transfers.

Another error resulting in an overstatement of temporarily restricted assets and an
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UNIVERSITY OF LOUISIANA AT MONROE FOUNDATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2004 AND 2003

understatement of unrestricted assets as previously reported was discovered during the
current year. Accordingly, an adjustment of $29,047 was made as a reduction in
temporarily restricted assets and an increase to unrestricted assets for the year ending
June 30, 2003. The misstatement was due to Foundation committees redesignating funds
for faculty and staff grants and the funds for reclamation of the Spyker estate to
temporarily restricted assets that were previously designated as unrestricted assets by the
donors. The misstatement has no effect on the current year’s Change in Net Assets.
However, for the year ending June 30, 2003, the Change in Net Assets has been adjusted
by a total of $357 to eliminate interest income, gain / (loss) on investments, fees and
departmental expenses.

Subsequent Events

The Foundation has agreed to donate to the University of Louisiana at Monroe three
vehicles and one boat. Two of these vehicles and the boat were donated to the
Foundation. The third vehicle was purchased by the Foundation in 1998. This vehicle
was leased to the University of Louisiana at Monroe at one third of the purchase price for
the years ending June 30, 1999, 2000 and 2001. The Foundation is in discussion with
University personnel to finalize these transfers.

The Foundation has agreed to donate to the University of Louisiana at Monroe the
property donated to the Foundation located at 305 Filhiol with an approximate carrying
value of $35,000. The Foundation has submitted the documents to the University to
finalize the transfer.

The University of Louisiana at Monroe has agreed to purchase six properties from the

Foundation with a carrying value of $422,475.80. Purchase agreements have been
executed for a total of $461,000.
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