
 

STATE OF LOUISIANA LEGISLATIVE AUDITOR 

Grambling State University State of Louisiana Gramblin9, Louisiana December 11. 1996 

Financial and Compliance Audit Division 
Daniel G. Kyle, Ph.D., CPA, CFE Legislative Auditor 



LEGISLATIVE AUDIT ADVISORY COUNCIL MEMBERS Representative Francis C. Thompson, Chairman Senator Ronald C. Bean, Vice Chairman Senator Robert J. Barham Senator Wilson E. Fields Senator Thomas A. Greene Senator Craig F. Romero Representative F, Charles McMalns, Jr. Representative Edwin R. Murray Representative Warren J. Trlche, Jr. Representative David Vitter 
Daniel G. Kyle, Ph.D., CPA, CFE 
Albert J. Robinson, Jr., CPA 



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, 1996 
Under the provisions of state law, this report Is a public document. A copy of this report has been submitted to the Governor, to the Attorney General, and to other public officials as required by state law. A copy of this repert has t~en made available for public Inspection at the Baton Rouge end Shreveport offices of the Legislative Auditor and at the office of the parish clerk of court. 

December 11, 1996 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Grambling, Louisiana General Purpose Financial Slatements and Independent Auditor's Reports As of and for the Year Ended June 30, 1996 
CONTENTS 

ndopendent Auditor's Report on the Financial Statements General Purpose Financial Statements Balance Sheet - All Funds Statement of Changes in Fund Balances Statement of Revenues, Expenditures, and Other Changes - Current Funds Notes to Ihe Financial Statements 
Other Reporls Required by Government Auditing Standards: Reporl on Internal Control Structure Based Solely on an Audit of the General Purpose Financial Statements Report on Compliance With Laws and Regulations 

Statement Page No 2 

Exhibit 



@ |)AN]El. G. KYi .E, PH.D., CPA, CFE I ,E(IISI.A'J'i VII ALJDIIOR 
oFFICE OF LEGISLATIVE AUDITOR STATE OF LOUISIANA BATON ROUGE, L.OUISIANA 70804.9397 
November 6. 1996 
on the Finan_qJaLStat~.mont~ 

GRAMBLING STATE UNIVERSITY STA'rE OF LOUISIANA Grambting, Louisiana 

1600 NO)t:l'l I 1l IIRI) S'IRI;E]" I'O~'I OI:|:JC]~ BoX 94397 '1UI.I!P|IO~I~: (504) j39-3800 FACS]MII.E: {504) 339-3F;70 

We have audited the accompanying general purpose financial statements of Grambiing State University, a component unil of the State of Louisiana, as of and for the year ended June 30, 1996, as listed in the foregoing table of contents. These financial statements are the responsibility of management of Gramb)ing State University. Our responsibility is to express an opinion on these financial statements based on our audit. We conducled our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on e test basis, evidence supporting the amounts and disclosures In the financial statements, An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. As described in note 1-J to the financial statements, the university has excluded the liability relating to compensated absences from the accompanying financial statements. In our opinion, generally accepted accounting principles require that such liability be reflected on the financial statements in the year in which the benefits accrue. In our opinion, except for the effects of not recording Ihe liability relating to compensated absences as discussed In the preceding paragraph, the accompanying general purpose financial statements referred to above present faidy, in all material respects, the financial position of Grambling State University at June 30, 1996; the changes in fund balances; and the current funds revenues, expenditures, and other changes for Ihe year then ended, in conformity with generally accepted accounting principles. 



GRAMBLING STATE UNIVERSITY STAII'E OF LOUISIANA Audit Report, June 30, 1996 
LEGISLATIVE AUDITOR 

In accordance with GOvernment Auditing Standards, we have also issued a report dated November 6, 1996, on our consideration of Grambling State University's internal conlrol structure and a report dated November 6, 1996, on its compliance with laws and regulations. 

RE:MAN:dl Legislative Auditor 



GRAMDLING STATE UNIVERSITY STATE OF LOUISIANA ALL FUNDS Balance Sheet, June 30, 1996 

ASSE18 C~sh end cash equlv~lents (~ote 3} InvoE;tmenls (note 4) Accounls receivable {note 5) Notes receivable (nolo 6) DUe from other |~r=ds (n0to 2) Deferred ct~rge~ end prepaid expenses Invordorles Accnmd Interest tnst~t~tlerlal plan~ (not~ 19) 

GURRENTFUNDS STUDENT AUXIL~RY LOAN ENDOWMENT GENERAL ENTERPRISES RESTRICTED FUNDS FUNDS 
$4,325.5;'f f60.312 
104 389,173 15.739 
$3,414,003 1,977,027 $~52,965 1.370.421 t .05~;.1 f 2 

$231.142 
1,075,645 

$5.009 1.416,77G 
27,009 993,575 2D.885 1t4 249.140 1,826 

TOTAL ASSEIS $4,B90,699 $9,332,400 $3,079.6t2 $1,555,$29 $1,423,61 LIABILITIES AND FUND EQUITY Ll~bititl~S; Aoc,ou nts payable Acc,'~J ed liabilities Due to other fimds (note 2) DUO to state tmssuP./(note 14) Dopo~s h~tt ~Ot ~.het~ Def(=rred revenues Notes pByable (nolo 13) [~on~:~r, payable (note 13) Obligations under cepitaI le~aes (note 12) later Llebititie~; fund Equity: Not investn~nf in pla~t Fund balances: Re~ervod for dobl ~ervice Re=;orved for InventorFes R(~f;orvod for encumbrances Cunent oporetl0ns - ~'esbicted Nol~urrenL operations: R~stricled Er=dowment TO':~l Fund Equity 

$427,309 1.736.300 t~93.602 842.66D 

389.173 

$288.E97 184,633 1.990,426 1 ,'t ~6,'t 70 30,77it 
$68.052 184.653 

$t69,842 
" "3,4901594 " 252.798 NONE "169,'842 
250,717 2,591,179 2,393,548 433,265 $1,SfiS,g28 t ,253,769 

"tOTAL tlABILITIES AND FUND EQUITY $4.890~899 $E.332.490 $3.079.6|2 $1.555,928 $1.423.61~ 
The accompanying notes are an integral part of this statement 4 



PLAN1 FUNDS AND OF UNEXPENOEO REPLACEMENTS INDEBTEDNESS 
$113,gl8 700.000 35.958 $ttl,671 $3D6)689 1,324,114 

535,f)41 688,635 

IN PLANT 

$135,446,149 

AGENCY FUNDS 
$211,003 18,348 13,740 

Statement A 

TO*rAL (MEMORANDUM ONLY) 
$1,632,397 11,180,4C.4 3,462,076 1 ,D75,646 3,294,028 27,104 1,382,748 290,737 135,448149 $1,852,~19 $1,971.326 $995,324 $135,44B,149 $243,091 $157393.349 

$11 $3,312,576 3,602,009 
$6,962 1.723 234,3~3 ? 

$790,910 2,107,309 ~,294,028 842,606 1,420,580 202,629 3,312,576 3,602,000 277,259 277.259 11 NONE NONE 7,191,835 ~ 15,849,897 
B6.G00 $663,906 $704,370 1,766,406 t .107,420 29~).954 

128,2r.~,314 

1,852,90B 1,97t .326 995.324 126,256,314 NONE 

128)256,314 1.568,27G 389,173 2,730,765 3,024,445 4,72t),710 1,253,769 141,943,452 
$1,052,919 $1.97t,326 $995,324 $135.448,149 $243.091 $157393.349 



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

Revenues end other additions; Unrestricted current fund revenues ~fuific, n oP, d foes - roeslcted Stare 0rents 9nd contracts - restricted Federal grants I~nd contracts - restricted Private gifts, {)rents, and contracts - restricted Investment Inoorne - restricted tnterest on 1cans receivable Endowment income ,tUJ~iliery enterprise revenues Additions to plant facilities Retirement of Indebtedness Olhl)r sources 'f~del revenues end other eddPlions Exper, ditures and other deductions: Educational and oener~l Auxlllsry enterprises Indirect costs recoverod Loaf= cancellations and wrffo-otis Exptmded for p~erd facltltles Rofimment of indebtedness Interest on Ir~lebredne~s Disposal of plant fa oilitios OIh(=r "folel expenditures and olher deductions "1lansrel$ er~en[i funds - additions (deductions): MPn,;fatory - principal end irderest Nonlnandatory; Capital ir~lprovements Other (note ld) Total transfers among funds Inventory decrease Net In,",roase (de~esse) for tho year Fund balances at beginning el year, restated (note 16) Fund h.el~ncoe at end ~1 yea 

CURREN.f FUNDS GENERAL 
$dl,287,153 

S.fUDENT AUXIUARY LOAN ENIERPRISES RES1RICTED FUNDS 

$15,690,174 

$1 A44,377 286.073 14.684,378 94,056 1,684 
$25,512 17,372 
76,093 

757,840 1,930 41,287,153 151690,174 17,26B,20B 120,907 
39.616,076 17,678,014 17,037,085 275,393 10,861 4,605 

656 39,616,075 17~037,885 17,953,407 16,212 
(1,671,078) 128,838) (28.836) 418,01f 

(700,000) 1,671,078 NONE NONE- NONE NONE (1,091,236) (685,f~} 104,695 3,933,132 3,512,013 1.451,233 $389,173 $2,B41,Bg6 $2,B26,B14 $1,555,928 
The accompanying notes ere an integral part oi this statement 6 



PLk, NT FUNDS ENDOWMENT AND OF FUNDS UNEXPENDEO REPLACEMENC[~ INDEBTEDNES6 

$20.132 
$4,261,560 $t33,663 $7g,845 
26.140 6t.t80 

IN pLANT 

$6,371.671 636,165 t64,681 20.132 4.452,581 195.043 79,845 7,007,636 
4.261,560 520,648 229.400 

Statement B 

1OIAL (MEMORANDUM ONLY) 
$41,287,153 1,683,597 4,546.633 14,701,750 94,856 69,004 76,093 20,132 15,6g0,174 6.371,671 636,165 924,651 86.121,679 
67,294,089 17.037,885 26~.,254 4,695 4,261,560 620.646 229,400 893.750 693.769 24.609 25,265 NONE 4,266,169 -- NONE 760,046 893,769 80,653,655 714,603 

NONE 700,0--~- NONE 714,603 I~O~E ' NONE NONE 26,~32 1.233,637 $1,253.769 
NONE 666,412 966,496 $1,852,906 

195,043 1,776,283 $1,g71,326 
NONE 44,400 956,924 

NONE (26,636} 6,114,077 6,63~*,466 122,142,237 136,403,gF~6 $995,324 $128,256,314 $141,943,452 



GRAMBLING STATE UNIVERSITY sTATE OF LOUISIANA CURRENT FUNDS Stallement of Revenues, Expenditures and Other Changes For the Year Ended June 30, 1996 
Revenues; Tuition end fees State eppropriattons Fed~rat grants and c, ontrects ~tate grants end contracts Lo~~t grenls and contracts Privets gifts, grants, and contracts Sales er~l ServiCes of eSucatien departments ~eles end sewlces of euxiliaP/deparlmonts Administrative expense recovery Inve:~trnenl income Othe r sources *fo~at revenues Expenditures end Irensfors: !Edu(~tlonsl end general: Ihsiruction Re.,~earch AC~ldemlo supporl ~;ludont services Inslilullonal supp0d Opl)retions end maintenance of planl Sct Ql~rshlps end fellowships Other "fOIM educational and general expenditures "lrensfers among funds - additions (deductlbn~); Mandatory. principaP end interest Nr*r,rn~ndatoty: Ce~pltal Ir'nprovem~nts Other Auxiliary enlerprises expenditure~ lol~l expendilules and transfers giber deductions: Excess (deficiency) of restricted receipts oval trerlsfers to revenues Inventory decrease Othe~ Net decrease in fund balanoes 

GENERAL 
$20,404.9D f IB,g15,060 198,000 963.326 

Statement C 

AUXILIARY ENTERPRISES RESTRICTED 
$10.528,729 $1,258,921 14,520,128 228,871 175,074 39,557 4,852,391 275,393 444.617 309,054 46,299 1,495.020 41,287,153 ~  17,678,014 

fg,246,454 t,756,S22 384A4t 746,676 4,439,84g 1,147,623 328,577 4,140,983 1,254,84g 5,1g~,665 1,804,447 lO,g3g,191 A,O74,46B 1,832,862 3g,616,076 NONE 17,678,014 
700,000 1+671.07~ (1,67f,078) 17,037,865 41,287,153 16,78f,410 17,678.014 

(28,83e) 
($26,s38) 

The accompanying notes are an Integral part of this statement, 8 

(St,D91,236) (275.303) ($685,199) 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements As of and for the Year Ended June 30, 1996 
INTRODUCTION Grambliag State University is a publicly-supported institution of higher education, lhe university is a component unit of the State of Louisiana, within the executive branch of government. The university is under the management and supervision of the University of Louisiana Board of 'Trustees; however, the annual budget of the university and changes to the degree programs, departments of instruction, et cetera, require the approval of the Board of Regents for Higher Education. As a state university, operations of the university's inslructional prol;trams are funded through annual lapsing appropriations made by the Louisiana Legislature. Grarnbling State University is located in Gramblin9, Louisiana, and serves as a cultural and educational canter for north Louisiana. The university offers associate, baccalaureate, and selected masters and specialist degrees in the areas of Jiberal arts, education, business administration, the sciences and science-related technologies, nursing, and social work. Enrollment at the university was 2,597, 7,444, 7,020, and 2,475, respectively, during the summer of t995, fall, spring, and summer semesters of fiscal year 1996. The university has 1,183 fun-time faculty and staff members at June 30, 1998. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. BASIS OF PRESENTATION The Governmental Accounting Standards Board (GASB) considers both the American Inslitute of Certified Public Accountants (AICPA) College Guide model and the governmental model to be acceptable for accounting and financial reportin9 by governmental colleges and universities. The accompanying financial statements have been prepared in accordance with the AICPA College Guide model principles, except for the recognition of compensated absences. The university recognizes the liability for unused annual and sick leave when paid because major portions of the liability will be paid from the university's General Fund from future appropriations made by the Louisiana Legislature. 13. REPORTING ENTITY The GASB, Code Section 2100, has defined the governmental reporting entity to be the State of Louisiana. Therefore, the accompanying financial statements of the university contain sub-account information of the various funds of the State of Louisiana. The university is considered a component unit of the State of Louisiana because the state exercises oversight responsibility and has accountability for fiscal matters as follows: (1) a majority of the members of the governing boards are appointed by the governor; (2) the slate has control and exorcises authority over budget matters; (3) state 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
appropriations provide a large percentage of total revenues; and (4) the state issues bonds 1o finance certain construction. The 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. Orambling State University is a publicly-supported institution of higher education. GASB Statement 14, The Financial Reporting Entity, establishes the institution as blended as part of the primary government since it is a component unit and the 8late of Louisiana is financially accountable. Annually, the State of Louisiana issues general purpose financial statements, which include the activity contained in the accompanying financial statements. The general purpose financial statements are audited by the Louisiana Legislative Auditor. C. FUND ACCOUNTING To observe the limitations and restrictions placed on the use of available resources, the accounts of the university are maintained in accordance with the principles of fund accounting. Such principles prescribe the manner in which resources for various purposes are classified, for accounting and reporting purposes, into funds that are in accordance with specified activities or objectives. Accounts are separately maintained for each fund; however, In the accompanying financial statements, funds having similar characteristics have been combined into fund groups. Accordingly, all financial statements have been reported by fund groups. A brief description of each fund group follows: Curront Funds Current funds are operating funds that will be expended in the near term. Such funds have two basic sub-groups, unrestricted and restricted. Unrestricted current funds include all funds for operating purposes on which there are no restrictions, except the budgetary control provisions included in the annual legislative appropriation act, and include the General Fund. Restricted current funds represent those operating funds on which restrictions have been imposed that limit the purposes for which such funds can be used, and include the auxiliary enterprise funds and gifts, grants, or contracts from governmental or private agencies. Student Loan Funds The student loan funds group accounts for resources available for loans to students. 

t0 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA No~~s to the Finanoi~I ~tt~t(~ments (Continued) 
Endowment Funds Endowment funds are funds with respect te which donors er other outside agencies have stipulated, as a condition of the gift Instrument, that the principal is to be maintained inviolate and in perpetuity and invested for the purpose of producing present and future income that may either be expended or added to principal. Plant Funds The plant funds group contains four self-balancing subgroups. Unexpended plant funds are used for the acquisition of long-lived assets for institutional purposes. Funds for renewals and replacements are set aside from current operating revenues for the renewal and replacement of auxiliary enterprise properties. Funds for retirement of indebtedness are to service plant indebtedness of the university. Investment in plant Includes all long-lived assets of the university. Certain plant assets are provided directly by the state and are funded by general obligation bonds of the state. While these plant assets are included in the financial statements, the general obligation bonds are not since they are funded by the state treasurer. Agency Funds Agency funds are deposits in which Ihe university acts as custodian or fiscal agent on behalf of others, such as student or faculty organizations and work- shops. D. BASIS OF ACCOUNTING The financial statements of the university have been prepared on the accrual basis of accounting, except that (1) depreciation is not recognized; (2) annual and sick leave is recognized when paid; and (3) inventories of the General Fund are recorded as expenditures at the time of purchase. 

To the extent that currenl funds are used to finance plant assets, the amounls so provided are accounted for as expenditures In the case of normal acquisitions, repairs, and renovations; mandatory transfers in the case of required pro~,isions for debt amortization and interest; and as transfers of a nonmandatory nature for all other cases. 
11 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA No'~es to the Financiat ,~~taternents (Continued) 
E. BUDGET PRACTICES/COMPARISON "lhe appropriation made for the General Fund of the university is an annual lapsing appropriation established by legislative action and by 'Title 39 of the Louisiana Revised Statutes. The statute requires that the budget be approved by the Board of Regents for Higher Education and certain legislative and executive branches of state government. Budget revisions are granled 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 Ihe succeeding year. However, the 1996 summer session ended on July 8, 1996, placing the majority of the session in the 1996 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. This decision places the revenue and expenditures for the 1995 and 1996 summer sessions in the accompanying financial statements. The budget amounts include the original approved budget and subsequent amendments approved as follows: Original approved budget Amendments - increase in state General Fund direct (net) 1 otal budgeted amounts 

12 

$41,466,461 1,190,940 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Note.'; to the Financial Statements (Continued) 
The following is a budgetary comparison for the General Fund 
Revenues Appropriated by legislature: State General Fund (direct) Slate General Fund by ~.elf-gonoratod revenues State General Fund by interegency transfers Federo] Total reven~)os 

Actual on Budgel Basis Vnrianc6 Favorable Budget (Unfavorable) 
$tS,SlS,06O $19,757,666 21,898,700 22,356,741 19S,ODD 275,393 41,287,153 242,D94 300,000 42~57,401 

($a42,006) (45B,o4t) (44,S94) (24,607) ('t ,370,246) Expenditures Program expenditures 41,287,153 :42,657,401 1,370,24B Unexpanded Appropriation Current Year NONE NONE NONE The other funds of the university, although subject to internal budgeting, are not required to submit budgets for approval through the legislative budget process and, therefore, are not presented, F CASH AND CASH EQUIVALENTS AND INVESTMENTS 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 taws of the United States. Furthermore, the university may Invest in certificates of deposit of state banks organized under Louisiana law and national banks having their principal offices In Louisiana. In accordance with Louisiana Revised Statute (LSA-R.S.) 49:327, 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, and, in addition, funds derived from gifts and grants, endowments, and reserve funds established In aCcordance wilh bond issues may be invested as stipulated by the conditions of the gift instrument or bend indenture. The majority of these investments 
13 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Oentinuad) 
are United States government agency obligations and are reported at cost, which approximates market on the balance sheet. G, INVENTORIES Inventories are valued at the lower of cost or market. The university uses both perpetual and periodic inventory systems and values its inventories 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 enterprise funds are expensed when sold or used. H. ENCUMBRANCES Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of monies are recorded to reserve fund balances, Is employed by the university during the year, Encumbrances outstanding at year-end in all funds, except for the General Fund, are reported as reservations of fund balance since they do nol constitute expenditures or liabilities In the year encumbered, Encumbrances of the General Fund are not included in Ihe financial statements because the university does not have the ability to finance the liquidation of encumbrances after June 30, 1996, as provided by LSA-R,S. 39:82. PLANT ASSETS Physical plant and equipment are stated at cost at the date of 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 deprecla- lion has been provided on plant assets. J. COMPENSATED ABSENCES Employees accrue and accumulate annual and sick leave in accordance with state law and administrative regulations. The leave is accumulated without limitation; however, nine-month faculty members do not accrue annual leave but are granted faculty leave during holiday periods when students are not in classes, Employees who are considered having non-exempt status according to the guidelines contained in the Fair Labor Standards Act may be paid for compensatory leave earned. Upon separation of employment, both classified and non-classified personnel or their heirs are compensated for accumulated annual leave not to exceed 3DD hours. In addition, academic and non-classified personnel or their heirs are compensated for 

14 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Note,'~ to the Financial Statements (Continued) 
accumulated sick leave not to exceed 25 days upon retirement or death. Act 343 of 1993 allows members of the Louisiana State Employees' Retirement System, upon application for retirement, the option of receiving an actuarially determined lump sum payment for annual and sick leave which would otherwise have been used to compute years of service for retirement. Unused annual leave in excess of 300 hours plus unused sick leave are used to compute retirement benefits. The liability for unused annual leave and unused sick leave, as discussed previously in note 1, is not recorded in the accompanying financial statements. Upon termination or transfer, a classified employee will be paid for any one and one-half hour compensatory leave earned and may or may not be paid for any straight hour-for- hour compensatory leave earned. Compensation paid will be based on the classified employees' hourly rate of pay at termination or transfer. K. TOTAL COLUMNS ON STATEMENTS Total columns on the statements are captioned Memorandum Only (overview) to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations. Neither is such data comparable to a consolidation, 2. INTERFUND BORROWING All interfund loans are temporary in nature; no interest is charged on interfund loans. Interfund borrowings are recorded in each fund as due to/due from other funds and total $3,294,026 at June 30. 1996. 3. CASH AND CASH EQUIVALENTS At June 30, 1996, the university has cash and cash equivalents (book balances) of $1,632,397 as follows: Cash on hand Demand deposits Interest-bearing demand deposits Time deposits Tota 

$4,550 (t,937,377) I,g68,685 1.596.539 $1,632,397 

15 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notet~ to the Financial Statements (Con'~inued) 
Those socuri'dos are held in the name of the pledging fiscal agent bank in a holding or custodial bank that Is mutually acceptable to both parties At June 30, 1996, the university has $3,497,098 in deposits (collected bank balances). These deposits are secured from risk by $595.393 of federal deposit insurance (GASB Category 1) and $2,901,705 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3), 4. INVESTMENTS At June 30, 1996, the university has investments totaling $11,180,464 as follows 
Fund Gonen)l Fund: Federal Farm Credit Bank bonds held by e bank and b=Cked .~s, 8 (oderal agency Federal Home Loan Bank bond held by a bank and bPcked aS e federal agency Fodewl Home Lb~ MoC~gago Corpbt~l~,n discouM note,s held by a bank end ba~ked as e~ federal agency Federal National Mortgage Association bonds held by e bank end becked as e fe, der~l agency 10tel Oenerel Fund Auxiliary Fund: Federal Home Loan Bank bond hold by a bank =nd bacl(ed ea n fodoml agency Federal Home Loan Mortgage Corporation discount holes hold by a bank and backed as 8 federal agency Fedo;'al Home Loan Mortgage Corporation discount note held by en Investment Company Bad backed as a federal agency F~del'al National Mortgage Association bond held by an invostmon! company and backed as a federal agency Tot~t Au~li~ Enterprises ~:und 

16 

Cprrylng Am0ur~l Mprket Value Excess (Deficiency) of Market over Carrying Amount 
$351,6B0 254.223 2,234,183 1,485,485 

$344,350 238,750 2,239,891 t,48g,450 
($7.330) (15.473) 5,708 

5go,000 2,553,536 
259,967 
10g,500 

499,609 2,544,22g 
lgTAO0 
g9,187 

(391) (0,307) 
(s2,,.~7) 
(1.313) 3,414,063 3,340,425 (73,576) 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Note,s to the Financial Statements (Continued) 
und (Pont Er~lm,smonl F und: Feder~=l Hems Lo~,n Mortgage Corparellon discount nolll held by isr~ inwlit menl company and b~oked I~S fo~=rel agercy Federal Nllli0,nal Moo't,08 g s Assoclst~n be, rids herd by I~ bsnk Bncl becked as a f=c.clor~l agency Fecleral Netibnal McrtOsge Assc,clatlor~ bt~d held by an Inveslmenl (~ompsny end b~oked as a federal agency 1o1~,1 Endowmsr=t Fund PJ~nt Funds: Federal F~rm Credit BBtlE be t;cl I~td by 8 b~rlk ~nd L~c~.ed IIs ~ lecleral Bgsncy Federal Honle Lo~n Morlgego Corporstion dJsCourll nolo held by Jn Invoslmenl company and b~!~ed as e fpderet Bgerlc~" F l:~dor~1 N~tlonM Morlgspe ASSOCIBtion bond hold by a bBnk ~nd bllokod p$ e foderltl l~goncy Federal Nsliozmf Morlgsgo ASIO~BIi0n bond hold by an Investmenl con~pany l=nd b~oked 8S I~ federl~l agency lot~l Piton! Funds lore1 

CBrP/irlg Amounl 
415,D47 396.342 

Markel Vf=lue Excess ([)oflci0ncy) of Ml~rket over . Carly}ng Arnounl 

743.784 102,16 741,0t 437,186 2.024,114 

744,t37 86,637 741,2~6 392,7t6 1,~64,680 
[15,594) 279 (44A72) 

All investments are unsecured and unregistered with securities held by the counterparty or its trust department or agent but not in the university's name (Category 3). 5. ACCOUNTS RECEIVABLE Accounts receivable are shown on Statement A net of an allowance for doubtful accounts as follows: 
Eun~l General Auxiliary Enterprise Restri~ed Unexpended Plant Agency Total 

AGGOUrlts Rec;eivable $160,312 3,583,855 1,370,421 35,968 18.348 $5,168.904 
t7 

Allowance for Doubtful Accounts 
$1,706.828 
$1.706,828 

Net Stalement A $160,312 1,877,027 1,370,421 35,g68 18.348 $3,462,076 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statement~ (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 Nuralng Loans Short-Term Sludent Leans "Total 7. PENSION PLANS 

Notes Allowance for Net Receivable Uncolloctablas Statement A $1,952,164 345,877 50,345 $r,268,726 4,o14 $683,43B 341,863 50.345 $1,272,740 $1,075,646 
Plan Description, Substantially all employees of the university are members of two statewide public employee retirement systems. Academic employees are generally members of the Louisiana Teachers Retirement System (TRS), and classified/unclassified state employees are members of the Louisiana State Employees Retirement System (LAGERS). Beth plans are cost-sharing, multiple-employer defined benefit pension plans administered by separate boards of trustees. TRS and LASERS provide retirement, disability, end survivors' benefits to plan members and beneficiaries. Benefits granted by the retirement systems are guaranteed by Ihc State of Louisiana by provisions of the Louisiana Constitution of 1974. Generally, all full-time employees are eligible to participate in the systems, with employee benefits vesting after 10 years of service, Article 10, Section 29 of the Louisiana Constitution of 1974 assigns the authority to establish and amend benefit provisions to the state legislature. The systems issue annual publicly available financial reports that include financial statements and required supplementary information for the systems. The reports may be obtained by writing to the Tea~~hers Retirement System of Louisiana, Post Office Box 94123, Baton Rouge, Louisiana 70804-9123, or by calling (504) 925-6446 and/or the Louisiana State Employees Retirement System, Post Office Box 44213, Baton Rouge, Louisiana 70804, or by calling (504) 922-0600. FtmdingPolicy. The contribulion 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 contdbution as set forth in LSA~R.S. 11:102. Employees contribute 8 p~rcent (TRS) and 7.5 percent (LASERS) of covered salaries, The state is required to contribute 16.5 percent of covered salaries to TRS and 12 percent of covered salaries to LASERS. The university's employer contribution is funded by the State of Louisiana through the annual appropriation to the uniw;rsity. The university's employer contributions to TRS for the years ended June 30, 1996 and 1995 were $2,524,149 and $2,397,907, respectively, and to LASERS for the years ended June 30, 1996 and 1995 were $1,314,095 and $1,198,354, respectively, equal to the required 

t9 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA NoteG to the Financial Statements (Continued) 
contributions for each year. A disclaimer of opinion was issued on the university's 1994 financial statements; therefore, pension plan data for 1094 is not presented. 8, OPTIONAL RETIREMENT SYSTEM LSt~-R.S. 11:921 created an optiona~ retirement plan for academic and administrative employ- ees of public institutions of higher education. This program was designed to aid universities in recruiting employees who may not be expected to remain in the TRS for 10 or more years. The purpose of the optional retirement plan is to provide retirement and death benefits to the participants while affording the maximum portability of these benefits to the participants. The optional retirement plan is a defined 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 election to participate in the optional retirement plan rather than tile TRS and purchase retirement and death benefits through contracts provided by designated companies, Total contributions by the university are 16.5 porcent of the covered payroll. The participant's conlribution (8 percent), less any monthly fee required to cover the cost of administration and maintenance of the optional relirement plan, is remitted to the designated company or companies. Upon receipt of the employer's contribution, the TRS pays over to the appropriate company or companfes, on behalf of the participant, an amount equal to the employer's portion of the normal cost contribution as determined annually by the actuarial committee. The TRS retains the balance of the emptoyer contribution for application to the unfunded accrued liability of the system. Benefits payable to perticipan'~s are not the obligations of the State of Louisiana or the TRS, Such benefits and other rights of Ihe 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 ptan totaled $554,703 for the year ended June 30, 1996. 9 POSTRETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS The university provides certain continuing health care and life insurance benefits for its retired employees. Substantially all of the university's employees become eligible for these benefits if they reach normal retirement age while working for the university. These benefits for retirees and similar benefits for active employees are provided through a state-operated group insurance program and various insurance companies whose monthly premiums are paid jointly by the employee and the university. The university recognizes the cost of providing these benefits to retirees (university's portion of premiums) as an expenditure when paid during the year. These benefits totaled $452,847 for 201 retirees for the year ended June 30, 1996. 



GRAMBLING STATE UNIVERSITY STA'fE OF LOUISIANA Notes to the Financial .~~t~tement~ (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 in the accompanying general purpose financial statements. The university is involved in five lawsuits at June 30, 1996. One seeks other than monetary damages. The other four suits are being handled by the state's Office of Risk Management, tl. COMPENSATED ABSENCES At June 30, lggB, employees of the university have accumulated and vested $2,071,980 of employee annual leave benefits end $408,122 of sick leave benefits, which was Computed in accordance with GASB Codification Section C60. As previously discussed, the leave payable is not recorded in the accompanying financial statements. If the financial statements were corrected for this departure from generally accepted accounting principtes, $1,706,529 would be reported in Current Funds - General Fund; $693,088 would be reported in Current Funds - Auxiliary Funds; and $80,485 would be reported, subject to specific criteria being met, in Current Funds - Restricted Funds. Also, the net increase in fund balances would be decreased by $70,9'53 for the year ended June 30, 1996, and an adjustment to decrease prior-year fund balances would be made for $2,409,149. t2. LEASE OBLIGA'I'IONS Capital Leases The university records items under capital leases as an asset and an obligation in the accompanying financial statements. The following is a schedule of future minimum lease payments under capital leases, together with the present value of the net minimum lease payments, at June 30, 1996: 
Year ending June 30: 1997 1 g98 1 ggg Thereafter Total minimum lease payments Less - amount representing interest 

$145,248 145,248 24,207 NONE 314,703 ~ (37,444) Present value of net minimum lease payments $277,2,59 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Note,'~ to the Financial Statements (Continued) 
Operating Leases The university does not have any material operating leases at June 30. 1996 t3. LONG-TERM DEBT The|011owingis a summary of bond end note trensa~ions ofthe university forthe year ended June 30.1996: 
Outstanding at July 1. 1995 Retired 

Bonds Notes Total $4,046,000 444.000 $3,389,224 76.648 $7,435,224 520,648 Outstanding at Juno 30, 1996 $3,602,000 $3,312,576 $6,014,576 A delailed summary of all debt outstanding at June 30, 1996, including interest payments of $2,153,077. follows: 
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GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Note,'~ to the Fin~nolal Statements (Continued) 

|~ 
Student Housing System Revenue Bonds 1965 Series A 1965 Series B 1068 Series A 1963 Series B Academic Fecllilias Building Use Fee Revenue Bonds: t969 Series G 1969 Series H 1970 Series I T(,tal Bonds Note'~ United ,States Department of Education Notes Payable Total Long Term Debt 

Date of Issue 
Oot. Oct Oot. Oct, 
985 965 968 968 
Nov. I, 1969 Nov. 1, 1969 July 1, 1070 

Original Issue 
$2,649,000 4,000,000 625.000 3.000.000 
472,000 125,000 8D0.00D 11,671,000 

Mayl, 1993 3,500,000 $15,171,o0o 

Outs~nding June 30, t995 
$369,000 1,706,000 165,000 1,411.000 
122,000 31,000 243,DOD 4.046.000 
3,389,224 $7,435,224 The annual requirements to amortize all debt outstanding at June 30, 1996, including Interest of $2,153,077, are as fo}lows: Z#ar 1997 t998 t999 2000 2001 Subsequentyears "rote 

Bonds Notes Total $586,866 570,329 438,471 378,689 366,275 1.838.788 
$177,754 177,754 177,754 177,754 177,754 3.999.465 

$764,620 748,083 616,225 556,443 544,029 5.836.253 $4,179,416 $4,668,235 $9,067,653 



Redeemed 
$120.000 130,000 40,OOO B5,600 
25,000 6.000 36,000 444.000 

Outstanding June 30, 1996 Maturllles 
$249,000 1,575,000 125,000 1,326.000 
97,000 25,000 205,000 3.602,000 

1999-1997 1996~005 1996-1998 1996-2008 
1996-1999 1996=1999 1996-2000 

Inlerost Rates 
3% 3 - 3.75% 6% 3% 
3% 3% 3% 

Interest Outstanding June 30, 1996 
$7,455 276,788 11,550 258.750 
5,685 1,515 15~75 577,418 

7o,646 3,312,576 1996-2024 3% 1,575,659 $520,648 . $6.914,576 $2,153,077 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Finanoiot Statements (Oontlr~ued) 
The following is a summary of the debt service reserve and other reserve requirements of the various bond issues and notes outstanding aI June 30, 1996: 
J.~J.[Q 

Cash/ Investment Reserves Available Reserve Requirements Excess Renewals and Replacements Fund - Student Housing System Repair and Replacement Reserve Account $863,906 $600,000 $263,9~6 Retirement of Indebtedness Fund: Student Housing System Revenue Bonds Academic Facilities Building Use Fee Revenue Bends United States Department of Education Notes Total Retirement of Indebtedness Fund Total 

511,700 81,420 111,250 704 370 
5~1,700 81,420 111,250 704.370 NONE $%565,276 $1,304,370 $263,90G "1 he university is required, for the United States Department of Education note, to establish a Retirement of Indebtedness Account and make sen'fi-annual deposits of $22,250 until $178,000 has been reached. Once the debt service reserve account balance is satisfied, the university is to establish e Repair and Replacement Reserve Account and make annual deposits of $35,000 until $350.000 has been accumulated. 14. GENERAL FUND As shown on Statement A, the General Fund has a total of $B42,606 due to the state treasury at J~Jne 30, 1996. This amount, after adjustment, should be remitted to the state treasury as une>:pended appropriation. As provided by Acl 971 of 1985 [LSA-R.8. 17:3386(A)], the university adopted a buiFding and facility preventativo mainlenance program, which was approved by the Louisiana Board of Regents. This program allows the university to expend appropriated funds during subsequent fiscal years that were unexpended and unobligated at June 30, 1996. At least 50 percent of these funds must be used solely for prevontafive maintenance purposes, in accordance with the approved program, subject to approval by the University of Louis~ana System Board of Trustees, the Louisiana Board of Regents, and the Joint Legislative Committee on the Budget. 



GRAMBLING ,STATE UNIVERSITY STATE OF LOUISIANA Note:s to the Financial Statements (Continued) 
As shown on note l-E, the university has available $842,606 of its unexpended slate General Fund Appropriation that may be used for preventative maintenance (Act 971 of 1985). In addition, the university has $663,451 of prior-year preventative maintenance program funds included In the Restricted Fund shown on Statement A as fund equity, 3-he General Fund contributed or provided general support to the athletic department totaling $1,671,078 for the year ended June 30, 1996. 15. FUND EQUITY Fund balances at June 30, 1996, as shown on Statement A, are summarized as follows 
Current Funds: ~,ux~tls~ E~terp~{ses Restdcled N0ncurlont Funds: Student Loan Funds lSndowrrmrd Funds Pl,q nt Funds: Unoxpended Renl~wals and Replacotnents Retlrernenl of IndebtednBss 1ot~1 t6. PRIOR-YEAR RESTATEMENT OF FUND BALANCE 

Rose;veal for Intc'lnally Inventories Restricted Externally Restricted "[ote 
$2,641 ,SgS 63A,I1S $2,192,696 228,096 1,377,S32 1,253,769 t,BS?,SOB 1,371,326 290,954 60D,000 704,370 

$389,173 2,641 ,S96 2,S26,814 1,555,928 1,253,769 t,852,S08 1,S71,326 995,324 $38~.'i73 $7,21S,~gS SS,I)78,SS7 $13,SB7,~38 
A prior period adjustment of $128,839 was made to transfer activity related to athletics, previously reported in the agency fund, to the auxiliary fund. This adjustment was made to consolidate all athletic activity inlo the auxiliary fund. Due to the nature of the agency fund, there is no impact on fund balance in this fund. An additional prior period adjustment was made for $70,006 resulting from an overstatement of accounts receivable, relating to athletics. The 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Finen~t Statements (Continued) 

Auxiliary Enterprises Fund Restricted Fund Retirement of Indebtedness 17. STUDENJ" LOAN FUNDS 

Fund Balances at June 30, 1995, as Previously Reported $3,874,293 3,056,011 887,595 
Restated Amount $58,839 456,002 63.329 

Fund Balances etJune 30, 1995, as Restated 

The fund balances of the student loan funds at June 30, 1996, are as follows Perkins Loans Nursing Student Loans Other Loans Tote 
18. ENDOWMENT FUNDS; 

$3,933,132 3,512,013 950.924 
$967,604 360,228 228.096 $1,555,928 

"[he fund balances of the endowment funds at June 30, 1996, are as follows Eminent Scholars Trust Fund - Department of Industrial and Engineering Technology Endowed Professorship in Education Endowed Professorship in Business Total 
$1,047,675 103,047 103,047 $1,253,769 

t9. PLANTFUNDS Therestri~edfundbalan~s ~theunexpendedplantfundsatJune30,1996, am asfollows 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
Recreation Fee Vehicle Registration Fee Construction Funds "Traffic trod Parking Fines 
Total 

$281,913 61,820 891,808 617,367 
In August 1987, the Financial Accounting Standards Board (FASB) issued Statement No. 93, ~ecognilion of Depreciation by Not-for-Profit Organizations, which requires not-for-profit organizations, Including colleges and universities, to recognize depreciation of their long-lived tangible assets in their financial statements. In January 1988, the GASB issued Statement No. 8, which addresses the implementation of FASB Statement No. 93. Codification of Governmental Accounting and Financial Reporting Standards Section Co5.103 states that "Colleges and universities that follow the AICPA Guide should not change their accounting and reperling for depreciation of capital assets as a result of FASB Statement No. 93, Recognition of ~Depreciation by Not-for-P~ofit Organ/zations; the GASB has several projects under way that may affect that reporting." As reflected in note l-D, depreciation is not currently recognized by the university, A summary of investments in plant follows: Balance July 1. 1995 Additions Deletions Land and improvements Buildings Improvements - other Equipment Library books Construction in progress 

$6,030,247 69,297,278 2,352,427 24,605,375 11,892,399 15.882.5t2 91,732,292 377.619 4,261,560, $770,471 123,268 

BBIBnce June 30 1996 $6,03O,247 69,297,278 2,352,427 25,567,196 12,056,929 20.144.072 Totat $129,970,237 $6,371,671 $693,769 9135,448,149 In aJ;cordance with LSA.R,S. 39:321-332, the university has complied with the Louisiana mowable properly statutes. 



GRAMSLING STATE UNIVERSITY STA'fE OF LOUISIANA Notes to the Financial Statements (Continued) 
20. AUXILIARY ENTERPRISES The university maintains various auxiliary enterprise funds that provide services to the university community. Segment information for the year ended June 30, 1996, follows: Food Service Net In.ease (decrease) in fund b~lsr, ces $318,015 Net B~sets 1,175,4B8 Outst~qnding principal 8rid Int~last on do'~t Annusl principal and Intelest on debt 
21. FOUNDATIONS 

9,067,653 750.048 

brK)ksto1e 
($113,967) (t13,g87) 
Studenl 
($260,54t (260,364 ($1,4t8,996) (171,7~6) ($1,o91,235) 2,641,89E; g,067,653 75b,O4B 

22. CONSUL'rANT FEES FOR FEASIBILITY STUDIES AND OTHER SPECIAL REPORTS A summary of professional services payments and other special reports, in compliance with Extraordinary Session of 1974, is as follows: 

28 

made for consultanl foes for feasibility studies Senate Concurrent Resolution No. 35 of the 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Noles to the Financier Statements (Continued) 
Name of Firm or Consultant 
Basu, Sam Blaokstone Development Associates Boylan, Hunter Bruno & Tervalon, CPAs Carroll, Ray Coleman, Clarence Curtis, Mary P. Davis, Corinth Doskins, Donald Jr. Dooher, John P. Harvey, Eva Karl Thoroe Associates Morgan, Wiltiam Pearson, Ozias Ruggtes, Robert Sam, Leo P. Smith, Lloyd H. Stevens, George E. Trotter, Gwendolyn Wesley Peachtree Group, The William Dickerson Management Woods, Gail Tota 23. DEFERRED COMPENSATION PLAN 

Amount $2,000 B,000 5,054 9,000 1,500 3,613 4,131 746 3,797 6,000 2,140 9,895 2,974 2,464 2,000 1,136 13,771 2,000 1,79B 20,B44 3,400 1.500 $107,763 
Certain employees of Grambling State University participate in the Louisiana Deferred Compensation Plan adopted under the provisions of Internal Revenue Code Section 457. Complete disclosures relating to this statewide plan are available in the financial statements of the ~;tate of Louisiana. 



GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statel'nel'~ts (Concluded) 
24. ON-BEHALF PAYMENTS FOR FRINGE BENEFITS ANt3 SALARIES On-behalf payments for fdnge 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, end salary supplements or stipends. For example, a nongovernmental fund-raising foundation affiliated wilh a governmental university may supplement salaries of certain universily faculty. Those payments constitute on-behalf payments for purposes of reporting by the university if they ere mad(: to the faculty members in their capacity as employees of the university (GASB 24). There were no on-behalf payments for fringe benefits and salaries included in the accompanying financial statements for fiscal year 1996. 25, SCHEDULE OF AGENCY FUND DUE TO OTHERS ACCOUNTS The individual balances of the "Due to Others" accounts at June 30, t996, are as follows AFROTC Alma J. Brown Elementary Alma J. Brown High School Middle School Agency Account Grembling High School - General Fund Lady Reynolds Basketball Camp Eddie Robinson Football Camp Student Discipline Student Government Association Olhers 
Tola 
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$9,375 38,837 59,615 12,164 9,089 6,221 11,017 11,652 10,670 66.550 
$234,399 



OTHER REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS 
The following pages contain reports on internal contror structure and compliance with laws and regulations required by Government Audilh~g Standards, Issued by the Comptroller General of the United States. The report on internal control structure is based solely on the audit of the financial statements and includes, where appropriate, any reportable conditions and/or material weaknesses. The report on compliance with laws and reguTations is, likewise, based solely on the audit of the presented financ~a} statements and presents, whare applicable, r~-omp'~ianco mailers that would be material to the presented financial statements. 



)A~IEI, O. KYI ,IE. I'U,I),. CJ'A~ CJ:I I,l:~lS] ,A1 IVI~ AUDrI'oR 
OFFICE OF LEG] SLATI VE AUDITOR STATb; OF LOUISIANA BATON ROUGE, I,OUISIANA 7081)4-9397 
November 6. 1996 

l~d.$ 

1600 NOl(l"l I TlllRI) Sl'ILI;I ~'1 PO~;I" OFFICi! llOX 94397 TELEPHONB: (504) 339-3g00 FACSIMl1,1!: (504) 339-3870 

GRAMBLING STATE UNIVERSITY STATE OF LOUISIANA Grambting, Louisiana We have audited the general purpose financial statements of Grambling State University, a component unit of the State or" Louisiana, as of and for the year ended June 30, 1996, and have issued our repefl thereon dated November 6, 1996. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. "those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Management of Grambling State University is responsible for estabtishing and maintaining an internal control struoture. In fulfilling this responsibility, estimates and judgments by manage- ment are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are saleguarded against loss 'from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of general purpose financial statements in accordance with generatly accepted accounting print{pies. Because of inherent limitations in any internal control structure, errors or irregularities may nevetlheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the general purpose financial statements of Grambling State Univorsily for the year ended June 30, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding el the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk to determine our auditing procedures for the purpose of expressing our opinion on the general purpose financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. 
EXHIBIT A 
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We noted certain matters involving the internal control structure and its operation that we consider to be reportable condillons under standards established by the American institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal controT structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. Violations of Scholarship Criteria Grambling State lJniversity does not have adequate internal control procedures to ensure compliance with specific scholarship criteria. A good internal control system requires that policies and procedures be established and Implemented to prevent and/or detect violations of applicable criteria ~or awarding scholarships. The following matters were discovered dudng a judgmental test of seven scholarship programs during the fiscal year ended June 30, 1996: 
2 

3 

All four of the High School Honors Scholarships awarded were not supported by a recommendation letter from the student's hlgh school principal as required. Seven of the eleven High Ability Scholarships examined did not meet all of the requirements of the program. Three were nol supported by a recommendation letter from the student's high schooT principal, counselor, or teacher; two did not meet the required grade point average of 3.30 (on a 4.0 scale); and two did not meet either of these requirements. The Director of AdmisstonsfRecruitment acted with sole responsibility in making the High Ability Scholarship awards. One of the three students lacking the recommendation letter is the director's son. These conditions exist because management has not placed considerable emphasis upon adherence to the stated criteria. As a result, $10,514 of scholarships were awarded to students who did not provide the required recommendation letters and/or did not meet the required minimum grade point average. Grambling State Universily should ensure that the University Scholarship Commitlee is aware of the staled criteria and Ihat all awards are made accordingly. In a letter dated August 21, 1996, Mr. Howard Craig, Vice P~'esident for Finance, stated that 
EXHtBI~A 
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management concurred with the finding and review procedures will be strengthened to ensure compliance with established criteria. nternel Control Over Athletic Events Grambling State University has not maintained adequate control over all athletic revenues and expenditures. Good business practices require establishment of accountability for all revenues earned and expenditures incurred, as well as maintenance of complete and orderly records to support accountability. The Red River Classic (Classic), a football game between Grambling State University end the University of Arkansas at Pine Bluff, was selected for a review of the university's internal controls over athletic events and revealed the following: 

2 

3 

The university did not fully account for all unsold game tickets, totaling approximately $62,000. As a result, we were unable to ascertain that reported sales of approximately $166,000 corresponded with tickets sold for the Classic. The university created a high degree of risk of loss of revenue for tickets sold on consignment. An agent was hired to control distribution of game tickets for the Classic and, based on the university's instructions, issued tickets to numerous outlets to directly sell tickets. The agent and outlets did not provide a bond or any other guarantee for the value of tickets issued totaling approximately $248,000. The university was unable to provide supporling documentation for expenditures relating to the Classic. University management provided us with a list of vendors that were paid $56,117 for game related expenditures. We were informed that those expenditures, as well as $27,051 in game guarantees to the opponent, were paid by the agent, based on the university's instructions. We were unable to determine the validity of these expenditures. The general ledger of the university does not fully reflect the total activity of the Classic. The expenditures noted above, plus $24,146 of ticket sales by the opponent, were netted against the revenue collected by the agent, resulting in $109,314 of understatement of revenues and expenditures. These conditions exist because athletic department personnel have not placed considerable emphasis upon verification of athletic event activity. As a result, 
EXHIBIT A 
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approximately $62,000 of tickets remain unaccounted for, $58,117 of expenditures are unsupported, the risk of unrecoverable loss is increased, and total financial activity is not reflected in the university's accounting records as related to the Classic. Grembling State University should require the athletic department to ensure that each e, thletlo event is reconciled to actual suppoding documentation for all revenues and expenditures, supporting documentation should be on hand for all expenditures, every effort should be made to reduce the risk of loss in relation to tickets Issued to independent sellers, and the total financial activity should be reflected in the accounting records. In a letter dated August 21, 1996, Mr. Howard Craig, Vice President for Finance, stated that management concurred with the finding and that internal controls have boon strengthened to verify and routinely monitor all financial aspects of athletic events. Unauthorized Use of a Credit Card A Grambling State University gasoline credit card was illegally used to purchase approximately $5,290 of gasoline, alcohol, tobacco, and other products from September 26, 1995, to November 8, 1995. Those actions indicate possible violations of Louisiana Revised Statute 14:67, "Th0ft" and ArticTe 7, Section 14 of the Louisiana Constitution. The credit card was issued to the university's athletic director and was stolen by his son, a university employee in the Physical Plant department. According to university personnel, this matter was discovered on October 26, 1995, when a local convenience store clerk realized that the credit card being used for these types of purchases was a =state" credit card and contacted the university. This date coincided with the close of the monthly billing eyete for the card and th~s activity would not have come to the university's attention until receipt of the monthly statement. Once notified, the university canceled the credit card end began an immediate review of past, end subsequent, billing statements, In e letter dated February 6, 1996, C-,rambling State University's president informed the individual that his employment was being terminated effective at the close of business that day. Restitution has been provided to the university as of January 23, 1996, and the matter has been turned over to the District Attorney of the Third Judicial District. Grembling State University should continue to assist the district attorney in whatever manner requested. In a letter dated September 19, 1996, Ms. Cynthia Lomelle, Interim Vice President for Finance, stated that the university concurred with the finding and will cooperate with the district attorney in prosecuting this case. 
EXHIBIT A 
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Theft of Air Conditioners During the fiscal year ended June 30, 1996, 23 air conditioner units worth approximately $11,300 were discovered missing from the residence halls of Grambling State University. This discovery was made following a routine audit procedure and an unsuccessful effort to locate one of the air conditioner unils in our test group of movable property. These actions indicate possible violations of Louisiana Revised Statutes (LSA-R.S.) 14:26(A), "Criminal Conspiracy" and LSA-R.S. 14:67, =Theft." The university police and internal audit departments conducted investigations as a result o1 our search. To date, four employees have been suspended for periods of time between four and eight weeks for their Involvement in the theft and subsequent sale of these university assets. Grambling State University's president has contacted the District Attorney of the Third Judicial District regarding this matter. Four of the units have been recovered thus far. Both departments are continuing their investigations and additional disciplinary action could result. Grambling State University should continue its investigations and should assist the district attorney in whatever manner requested. In a letter dated September 19, 't99G, Ms. Cynthia Lemelle, Interim Vise President for Finance, stated that the university police department will continue to try to recover the stolen unlls and identify persons responsible for the theft, Ihe internal auditor will review procedures and controls and make recommendations as necessary, and the university will continue to work with the district attorney regarding this matter. Theft of Computers 'l~hree computers and two color monitors, costing approximately $40,000, were discovered missing from the Mathematics and Computer Science Department of Grambling State University on August 30, 1996, just three months after they were purchased. According to the university, these assets were tagged as movable property, delivered to the department head, and located in a locked storage area. The department head was to have the only key to this area. This astion indicates a possible violation of LSA-R.S. 14:67, "Theft." Investigations are being conducted by the university police and internal audit department. Jn addition, Grambling State University's president has notified the District Attorney of the Third Judicial District of this matter. Grambting State Unlver~ity should continue its investigations and should assist the district attorney in whatever manner requested. In a letter dated October 16, 1996, 
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Ms. Cynthia Lemelle, Interim Vice President for Finance, stated that the universily will strengthen its controls over movable property, will continue its investigation, and will notify the district attorney, as appropriate. Grambling State University Foundation, Inc., Delinquent Accounts Receivable Grambling State University has not actively pursued collection of an outstanding receivable from the Grambling State University Foundation, Inc. (Foundation). Good business practices require the university to pursue collection of ell 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 payment during fiscal year 1995-96, leaving an outstanding balance of $343,573. The Foundation Is presently experiencing financial difficulties as noted in its fiscal year ended December 31, 1994, audit report released on March 13, 1996, and may be unable 1o fulfill its obligation to the university. If the Foundation fails to pay the outstanding balance of this receivable, the university may then have an assel on its books that is overstated. Failure to collect on this debt may result in a possible donation of public funds. GSU should pursue enforcement of the agreement with the Foundation and obtain the required payment. Furthermore, we suggest that GSU request the Attorney General to assist in efforts to collect this debt. A(ter exhausting all avenues for collection, an allowance for bad debts should be considered. In a letter dated October 10, 1996, Ms. Cynthia Lemelle, Interim Vice President for Finance, stated that the university will actively pursue collection of the required payment and will, if necessary, set up an allowance for bad debts after exhausting all avenues of collection. A m~tterlal weakness is a reportable condition in which the design or operation of one or more of the specific Internal control structure elements does not reduce to a relatively low level the risk lhat errors or irregularities in amounts that would be material in relation to the general purpose financial slatements being audited may occur and not be deteclcd within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions end, accordingly, would not 
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necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined previously. However, we believe none of the reportable conditions described previously are material weaknesses. Our comments on internal control structure ere intended for the information and use of Ihe university and ils management. By provisions of state law, this report is a public document, and it ha.,; been distribuled to appropriale public officials. 

RE:MAN:dl 
,,~ ..spectfully subm~ ~,Sx Daniel O. Kyle, CPA, CFE Legislative Auditor 
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Our comments on compliance with laws and regulations are intended for the information and use of the university and its management. By provisions of state law, this report is a public document, end it has been distributed to appropriate public officials. 

RE'IvIAN:d 
Daniel G. Kyle, CPA, CFE Legislative Auditor 
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