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Postlethwaite & Netterville A Professional Accounting Corporation

INDEPENDENT AUDITORS' REPORT

Board of Directors and Management
LSU Foundation
Baton Rouge, Louisiana

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of the LSU Foundation (“the Foundation™), as
discussed in Note 1 of the financial statements, which comprise the consolidated statements of financial position as of
June 30,2018 and 2017, the related consolidated statements of activities and changes in net assets and cash flows for
the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 audits to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to an entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of an entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion

In our opinion, the consolidated financial statements referred to on the previous page present fairly, in all material
respects, the consolidated financial position of the Foundation as of June 30, 2018 and 2017, and the results of its
consolidated activities and changes in net assets and its consolidated cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.
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Baton Rouge, Louisiana
October 8, 2018



LSU FOUNDATION
BATON ROUGE, LOUISIANA

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

JUNE 30,2018 AND 2017
ASSETS
2018 2017
CURRENT ASSETS
Cash and cash equivalents $ 16,431,560 $ 14,571,472
Restricted cash 2,538,384 31,994,523
Accrued interest receivable 1,128,398 712,996
Accounts receivable, net 676,314 554,349
Unconditional promises to give, net 7,233,525 6,046,955
Other current assets 445,507 138,083
Total current assets 28,453,688 54,018,378
NONCURRENT ASSETS
Restricted assets:
Investments 600,473,495 548,291,881
Investments - split-interest agreements - 3,192,305
Assets held in split-interest agreements 3,203,777 322,956
Beneficial interest in split-interest agreements 1,619,526 2,183,990
Investment in partnership 14,589,955 15,137,799
Unconditional promises to give, net 9,341,965 9,484,178
Property and equipment, net 20,514,359 21,021,414
Other noncurrent assets 885,669 854,375
Total noncurrent assets 650,628,746 600,488,898
Total Assets $ 679,082,434 $ 654,507,276

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

2017

8,992,543
22,090,367
567,631
24,049
2,123,994

33,798,584

124,551,135
1,000,000
894,312

126,445,447

160,244,031

18,838,204
5,089,000
15,137,799

39,065,003

196,762,281
258,435,961

2018
CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 7,931,793
Current portion of fund held in custody for others 26,408,985
Compensated absences payable and other payroll liabilities 567,037
Note payable, current portion 97,817
Deferred revenues 89,982
Total current liabilities 35,095,614
NONCURRENT LIABILITIES
Funds held in custody for others 121,551,894
Refundable advances 594,677
Note payable, less current portion 3,226,382
Total noncurrent liabilities 125,372,953
Total liabilities 160,468,567
NET ASSETS
Unrestricted:
Unrestricted - general 21,480,539
Board designated endowments 5,805,210
Net assets relating to partnership investment 14,589,955
Total unrestricted net assets 41,875,704
Temporarily restricted 207,946,940
Permanently restricted 268,791,223
Total net assets 518,613,867
Total Liabilities and Net Assets $ 679,082,434

494,263,245

654,507,276




LSU FOUNDATION

BATON ROUGE, LOUISIANA

CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEARS ENDED JUNE 30,2018 AND 2017

2018

Changes in unrestricted net assets:
Contributions $
Service fees
Earnings allocation
Investment advisory fees
Gain (loss) on the sales and disposition of assets

6,140,444
1,485,644
4,325,638
2,525,000
(1,655)

2017

Total unrestricted revenues

Net assets released from donor restrictions

14,475,071

33,891,852

5,830,578
1,453,701
3,668,561
1,625,000

376,986

Total unrestricted revenues and other support

48,366,923

12,954,826

43,182,238

Expenses:
Amounts paid to benefit Louisiana State University for:
Projects specified by donors
Projects specified by the Board of Directors

29,635,543
1,733,891

56,137,064

38,928,663
1,225,861

Total program expenses

31,369,434

Supporting services:
Salaries and benefits
Occupancy
Office operations
Travel
Professional services
Dues and subscriptions
Meetings and development
Depreciation

8,385,115
184,057
3,509,211
41,565
1,116,854
66,977
355,338
527,671

40,154,524

Total supporting services

14,186,788

8,795,109
268,974
2,092,675
58,999
1,223,569
126,720
673,617
408,421

Total expenses

45,556,222

13,648,084

Change in unrestricted net assets

2,810,701

53,802,608

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

BATON ROUGE, LOUISIANA

CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEARS ENDED JUNE 30,2018 AND 2017

Changes in temporarily restricted net assets:
Contributions
Earnings allocation
Changes in value of split-interest agreements
Loss on the sales and disposition of assets
Total temporarily restricted revenues
Net assets released from donor restrictions
Change in temporarily restricted net assets
Changes in permanently restricted net assets:
Contributions
Total permanently restricted revenues
Net assets released from donor restrictions
Change in permanently restricted net assets
Change in net assets

Net assets - beginning of year

Net assets - end of year

2018

24,013,636

22,245,674
(863,347)
(329,516)

2017

45,066,447

(33,881,788)

$

21,835,392

36,810,361

35,076
(15,992)

11,184,659

58,664,837

(43,179,286)

10,365,326

15,485,551

10,365,326

(10,064)

8,291,751

10,355,262

8,291,751

(2,952)

24,350,622

494,263,245

8,288,799

518,613,867

26,108,806

468,154,439

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

-G~

$

494,263,245




LSU FOUNDATION
BATON ROUGE, LOUISIANA

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Contributions received $ 44,455,411 $ 42,562,165
Service fees and investment advisory fees received 4,010,644 3,078,701
Interest and dividends received 8,765,942 8,167,417
Grants paid to benefit Louisiana State University (29,185,307) (40,110,923)
Cash paid for supporting services (15,356,052) (10,104,984)
Net cash provided by operating activities 12,690,638 3,592,376
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment (2,777,100) (3,793,371)
Proceeds from sales of property and equipment 281,678 1,491,237
Purchases of investments (229,990,499) (311,771,910)
Proceeds from sales and maturities of investments 187,353,306 311,577,692
Net cash used in investing activities (45,132,615) (2,496,352)
CASH FLOWS FROM FINANCING ACTIVITIES
Contributions restricted for endowment purposes 1,526,034 5,802,743
Principal payments on notes payable (24,162) (2,331,639)
Proceeds from issuance of note payable 2,430,000 2,508,707
Increase in amounts held in custody 1,319,377 6,264,873
Net increase (decrease) in refundable advances (405.,323) 200,000
Net cash provided by financing activities 4,845,926 12,444,684
Net change in cash and cash equivalents (27,596,051) 13,540,708
Cash and cash equivalents - beginning of the year 46,565,995 33,025,287
Cash and cash equivalents - end of the year $ 18,969,944 $ 46,565,995

The accompanying notes are an integral part of these financial statements.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30,2018 AND 2017

2018 2017
RECONCILIATION OF CASH AND CASH EQUIVALENTS
TO STATEMENTS OF FINANCIAL POSITION
Cash and cash equivalents - current $ 16,431,560 14,571,472
Cash and cash equivalents - restricted 2,538,384 31,994,523
$ 18,969,944 46,565,995
RECONCILIATION OF CHANGE IN NET ASSETS TO NET
CASH USED IN OPERATING ACTIVITIES
Change in net assets $ 24,350,622 26,108,806
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:
Depreciation 791,775 413,659
Increase in discounts on unconditional promises to give 46,751 757,331
Increase in allowance on unconditional promises to give 44,800 396,042
Loss (gain) on sales and disposals of assets 2,708 (335,439)
Unrealized gain on investments (1,573,991) (23,130,955)
Loss on investment in partnership 547,844 519,297
Net gain on investment transactions (16,332,527) (9,577,460)
Receipt of non-cash donations - (27,500)
Transfer of non-cash assets to Louisiana State University 2,042,284 147,780
Contributions restricted for endowment purposes (1,526,034) (5,802,743)
Increase in accrued interest receivable (415,402) (54,386)
Increase in accounts receivable (121,965) (105,031)
Decrease in unconditional promises to give 7,703,383 9,371,342
Decrease (increase) in beneficial interest in split-interest agreements 564,464 (249,098)
Increase in other assets (338,718) (65,007)
Increase (decrease) in accounts payable and other liabilities (1,061,344) 3,101,744
Increase (decrease) in deferred revenue (2,034,012) 2,123,994
Net cash provided by operating activities $ 12,690,638 3,592,376

The accompanying notes are an integral part of these financial statements.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies

Organization and purpose

The LSU Foundation (the “Foundation™) is a non-profit organization which was organized to promote the
educational and cultural welfare of the Louisiana State University and Agricultural and Mechanical
College and the Louisiana State University Agricultural Center, herein collectively referred to as “the
University,” by accepting contributions for the purpose of scholarships, academic support, research
support, and other designated projects for the benefit of the University.

Consolidation

The Foundation elects all of the members of the LSU Property Foundation's board of directors and,
therefore, is considered to have a majority voting interest in the LSU Property Foundation's board. The
LSU Property Foundation is the sole member of the LSU Marine Property Foundation, the LSU Museum,
LLC, the LSUPF Gym and Performing Arts, LLC, the PERTT Lab, LLC, the Hilltop Facility, LLC, the
Equine Lameness Unit, LLC, the Foundation Office Building, LLC, the Admissions and Recruiting
Center, LLC, the Nicholson Gateway Project, LLC, and the Veterans Center, LLC. The PERTT Lab, LLC
and the LSUPF Gym and Performing Arts, LLC were dissolved during the year ended June 30,2017 and
the Hilltop Facility, LLC was dissolved during the year ended June 30, 2018. The LSU Foundation is the
sole member of the Cary Estate - Surface Property, LLC, the Cary Estate - Working Interests, LLC, and
the Cary Estate - Non-Working Interests, LLC. The Foundation is considered to have a majority voting
interest in the LSU Real Estate and Facilities Foundation (“LSU REFF”), a supporting organization of the
Board of Supervisors of Louisiana State University and Agricultural and Mechanical College and the LSU
Foundation. LSU REFF is the sole member of the Greenhouse District Project, LLC, the ULS, LLC, the
SLA, LLC, the Recital Hall, LLC, the Hilltop Arboretum Projects, LLC, the Roosevelt Street, LLC, and
the Geology Field Camp, LLC. As such, the consolidated financial statements of the Foundation include
the accounts of the LSU Property Foundation, those LLCs for which the LSU Property Foundation is sole
member, the LLCs for which the LSU Foundation is sole member, the LSU Marine Property Foundation,
the LSU Real Estate and Facilities Foundation, and the LLC ‘s for which LSU Real Estate and Facilities
Foundation is a sole member. All significant intercompany accounts and transactions have been
eliminated in consolidation.

Basis of accounting

The consolidated financial statements of the Foundation have been prepared on the accrual basis of
accounting; accordingly, all significant receivables, payables, and other liabilities are recorded.

Use of 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 reported
amounts of certain assets and liabilities and the disclosure of contingent assets and liabilities at the date of
the consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Accordingly, actual results could differ from those estimates.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies (continued)

Cash equivalents

The Foundation considers all highly liquid investments with maturities of three months or less at the date
of acquisition to be cash equivalents.

Restricted cash represents amounts set aside to fund restrictions imposed by donors.

The Foundation, at times, may have deposits in excess of FDIC insured limits. Management, however,
believes the credit risk associated with these deposits is minimal.

Investments

Investments in equity securities with readily determinable fair values and investments in debt securities are
recorded at fair value based on quoted market prices. Investments in non-exchange traded debt and equity
instruments are valued using independent pricing services or by broker/dealers who actively make markets
in these securities.

Investments managed by external advisors include investments in limited partnerships and commingled
funds. The majority of these external investments are not readily marketable and are reported at fair value
utilizing the most current information provided by the external advisor, subject to assessments that the
information is representative of fair value and in consideration of any additional factors deemed pertinent to
the fair value measurement. If situations occur where the information provided by the external advisor is
deemed to not be representative of fair value as of the measurement date, management evaluates specific
features of the investment and utilizes supplemental fair value information provided by the external advisor
along with any relevant market data to measure the investment’s fair value.

Fair value is based on a combination of information obtained from independent appraisals and/or one or
more industry standard valuation techniques (e.g., income approach, market approach or cost approach).
The income approach is primarily based on the investment’s anticipated future income using one of two
principal methods, the discounted cash flow method or the capitalization method. Inputs and estimates
developed and utilized in the income approach may be subjective and require judgment regarding
significant matters such as estimating the amount and timing of future cash flows and the selection of
discount and capitalization rates that appropriately reflect market and credit risks. The market approach
derives investment value through comparison to recent and relevant market transactions with similar
investment characteristics. The cost approach is utilized when the cost or the replacement cost amounts are
determined to be the best representation of fair value. This method is typically used for newly purchased or
undeveloped assets. These values are determined under the direction of, and subject to review by, the
Foundation’s management.

Dividend, interest, and other investment income is recorded as an increase in unrestricted, temporarily
restricted, or permanently restricted net assets depending on donor stipulations.

Donated investments are recorded at their fair value at the date of receipt, which is then treated as cost.
Realized gains and losses on dispositions are based on the net proceeds and the adjusted cost basis of the
securities sold, using the specific identification method. Realized gains and losses are recognized in the
Foundation’s current operations.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies (continued)

Fair values of financial instruments

The Foundation's financial instruments, excluding investments which are described in Note 2 and split-
interest agreements which are recorded at estimated fair value, include cash and cash equivalents, notes
payable, and unconditional promises to give. The Foundation estimates that the fair values of all these
financial instruments at June 30, 2018 and 2017 do not differ materially from the aggregate carrying
values of these financial instruments recorded in the accompanying consolidated statements of financial
position.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence or nature of any donor restrictions. All donor-restricted support is
reported as an increase in temporarily or permanently restricted net assets, depending on the nature of the
restriction. When a restriction expires (that is, when a stipulated time restriction ends or purpose
restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets, as
appropriate, and reported in the consolidated statements of activities and changes in net assets as net assets
released from restrictions.

Promises to give

Unconditional promises to give are recognized as revenue in the period received. Promises to give are
recorded at their realizable value if they are expected to be collected in one year and at their fair value if
they are expected to be collected in more than one year. Conditional promises to give are recognized only
when the conditions on which they depend are substantially met and the promises become unconditional.
An allowance for doubtful accounts has been established based on management’s assessment of
collectability.

Refundable advances

Previously, the Foundation received contributions which were conditional upon the completion and
construction of the Patrick F. Taylor and the Chemical Engineering building complex. The project was
substantially complete and the refundable advance as of June 30, 2017 was recognized in full during the
year ended June 30, 2018. The Foundation received contributions that are deemed revocable until spent
during the year ended June 30, 2018. For the years ended June 30, 2018 and 2017, the Foundation has
outstanding refundable advances of $594,677 and $1,000,000, respectively.

Property and equipment

Purchased property and equipment is recorded at cost. Property and equipment donated to the Foundation
is recorded at their fair value at the date of donation which is then treated as cost. Depreciation is provided
over the estimated useful lives, which range from 5 to 25 years, of exhaustible assets on a straight-line
basis. Inexhaustible assets, such as artwork and collections, are not depreciated. These inexhaustible assets
are evaluated for impairment.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies (continued)

Split-interest agreements

The Foundation is the beneficiary of various charitable gift annuities. Charitable gift annuities are
arrangements between a donor and an organization in which the donor contributes assets to the
organization in exchange for a promise by the organization to pay a fixed amount for a specified period of
time to the donor or other parties designated by the donor. The assets received are recorded at fair value
and reported as assets held in split-interest agreements as of June 30, 2018 and investments - split-interest
agreements as of June 30, 2017 on the consolidated statements of financial position. When the annuity is
initially executed, the difference between the fair value of assets received and the present value of the
annuity payment liability is reported as contribution revenue in the consolidated statements of activities
and changes in net assets. On an annual basis, the annuity payment liability is revalued using present
value techniques and actuarial assumptions, including applicable mortality tables. Changes in the present
value of the annuity payment liability are reported in the consolidated statements of activities and changes
in net assets as a change in the value of split-interest agreements. The present value of the liability is
included in the consolidated statements of financial position as funds held in custody.

Funds held in custody for others

The Foundation considers all state matching funds and unexpended income from these funds to be funds
held in custody for others. Additionally, amounts held for other LSU affiliated foundations and liabilities
associated with charitable gift annuities and charitable remainder trusts are also reported as funds held in
custody for others. All funds held in custody are recorded in the consolidated statements of financial
position at their estimated fair market values.

Leases

Lease revenues are recognized as revenue in the year in which the lease payments relate. Any advance
payments are reported as deferred revenue on the consolidated statements of financial position.

Accrued vacation leave

The Foundation records a liability for accrued and unused vacation of its employees. The balances in
accrued and unused vacation totaled $366,947 and $327,585 at June 30, 2018 and 2017, respectively.

Income taxes
The LSU Foundation, the LSU Property Foundation, the LSU Marine Property Foundation, and the LSU
Real Estate and Facilities Foundation operate as public charities under Section 501(c)(3) of the Internal

Revenue Code and, accordingly, are exempt from federal and state income taxes and the excise tax which
applies to certain foundations.

-12-
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies (continued)

Income taxes (continued)

The Foundation accounts for income taxes in accordance with the income tax accounting guidance
included in the Accounting Standards Codification (ASC). The Foundation recognizes the effect of
income tax positions only if the positions are more likely than not of being sustained. Recognized income
tax positions are recorded at the largest amount that is greater than fifty percent likely of being realized.
Changes in the recognition or measurement are reflected in the period in which the change in judgment
occurs.

The Foundation has evaluated its position regarding the accounting for uncertain income tax positions and
does not believe that it has any material uncertain tax positions at June 30, 2018.

Accounting pronouncements issued but not yet adopted

The Financial Accounting Standards Board (FASB) has issued Accounting Standards Update (ASU) 2014-
09, Revenue from Contracts with Customers, to update its revenue recognition standard to clarify the
principals of recognizing revenue and eliminate industry-specific guidance as well as help financial
statement users better understand the nature, amount, timing, and uncertainty of revenue that is recognized.
This standard will be effective for periods beginning after December 15, 2018.

On August 18,2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation
of Financial Statements of Not-for-Profit Entities. Under the ASU, the number of net asset classes is
decreased from three to two; enhances disclosure of underwater endowments are required; reporting of
expenses by function and nature, as well as an analysis of expenses by both function and nature is required;
and qualitative information in the notes to the consolidated financial statements on how it manages its liquid
available resources and liquidity risk is required. This ASU is effective for fiscal years beginning after
December 15, 2017.

In February 2016, the FASB issued ASU 2016-02, Leases. This accounting standard requires lessees to
recognize assets and liabilities related to lease arrangements longer than 12 months on the consolidated
statement of financial position as well as additional disclosures. The updated guidance is effective for
annual periods beginning after December 15, 2019.

In June 2018, the FASB issued ASU No. 2018-08, Not-for-Profit Entities (Topic 958), Clarifying the Scope
and Accounting Guidance for Contributions Received and Contributions Made. The amendments in this
ASU should assist entities in (1) evaluating whether transactions should be accounted for as contributions
(non-reciprocal transactions) within the scope of Topic 958, Not-for-Profit Entities, or as exchange
(reciprocal) transactions subject to other guidance and (2) determining whether a contribution is
conditional. This ASU is effective for the Foundation for the annual period beginning after December 15,
2018.

The Foundation is currently assessing the impact of these pronouncements on its consolidated financial
statements.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies (continued)

Reclassification

Certain reclassifications have been made to the consolidated financial statements and footnotes as of and
for the year ended June 30, 2017, in order for them to conform to the current year presentation.

Investments

Investments in debt and equity securities with readily determinable fair values are stated at their estimated fair
value. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. See Note 3 for further discussion of fair value
measurements.

The Foundation segregates its investments into four separate pools based on donor imposed restrictions and
internal designations and has established separate investment strategies for these pools. Investment earnings are
allocated to unrestricted, temporarily restricted and permanently restricted net assets based on donor restrictions
for certain permanently endowed funds and based on policies approved by the Board of Directors for certain
non-endowed funds. The Foundation employs a unitized method of accounting for pooled endowed
investments. Each participating fund enters into and withdraws from the pooled investment account based on
monthly unit values. Monthly unit values reflect changes in the fair value of investments within the investment
pool. A spending allocation approved by the Board of Directors is made each year to the funds on a per unit
basis.

The asset allocation of the Foundation’s portfolio involves exposure to a diverse set of markets which involve
various risks such as interest rate risk, market risk, and credit risk. The Foundation believes that the value of'its
investments may, from time to time, fluctuate substantially as a result of these risks. The Foundation has also
entered into agreements with private equity and real estate partnerships. See Note 14 for cash commitments
relating to these investments.

Investments were comprised of the following at June 30, 2018 and 2017:

2018 2017

Government agency obligations $ 52,135,458 $ 39,887,372
Corporate obligations 53,540,682 43,278,175
Common stocks 3,302,945 2,742,669
Mutual funds 140,843,195 182,120,434
Commingled funds 152,356,178 105,573,024
Hedge funds 74,285,641 66,828,605
Municipal obligations 21,412,903 19,353,024
Private equity 62,417,725 53,675,207
Separately managed accounts 39,979,389 35,814,131
Group variable annuity 45,295 2,057,461
Royalty interests 154,084 154.084

$ 600,473,495 $ 551,484,186
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Investments (continued)

Investment earnings (losses), net of fees, were comprised of the following for the years ended June 30, 2018
and 2017:

2018 2017
Interest and dividend income $ 9,425,003 $ 5,595,076
Realized gains on investment transactions 16,332,527 12,525,847
Investment expenses ( 212.365) ( 253.659)
25,545,165 17,867,264
Unrealized gain on investments 1,573,991 23,130,955
Unrealized loss on investment in
Shaw Center for the Arts, LLC ( 547.844) ( 519.297)

§ 26571312 $ 40478922

From time to time, the fair value of assets associated with donor-restricted endowment funds may fall below
corpus. Deficiencies of this nature that are reported in temporarily restricted net assets were $0 and $678 as of
June 30, 2018 and June 30, 2017, respectively. These deficiencies resulted from unfavorable market
fluctuations. Subsequent gains that restore the fair value of the assets of the endowment fund to corpus are
classified as an increase in temporarily restricted net assets.

Fair Values of Financial Instruments

In accordance with the Fair Value Measurements and Disclosure topic of the FASB ASC, disclosure of fair
value information about financial instruments in the consolidated statements of financial position is required.
Fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. Fair value is best
determined based upon quoted market prices. In cases where quoted market prices are not available, fair values
are based on estimates using present value or other valuation techniques. Those techniques are significantly
affected by the assumptions used, including the discount rate and estimates of future cash flows. Accordingly,
the fair value estimates may not be realized in an immediate settlement of the instruments; therefore, the
aggregate fair value amounts presented do not necessarily represent the underlying value of the Foundation.

The fair value guidance provides a consistent definition of fair value, which focuses on exit price in an orderly
transaction (that is, not a forced liquidation or distressed sale) between market participants at the measurement
date under current market conditions. If there has been a significant decrease in the volume and level of activity
for the asset or liability, a change in valuation technique or the use of multiple valuation techniques may be
appropriate. In such instances, determining the price at which willing market participants would transact at the
measurement date under current market conditions depends on the facts and circumstances and requires use of
significant judgment. The fair value is a reasonable point within the range that is most representative of fair
value under current market conditions.
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LSU FOUNDATION
BATON ROUGE, LOUISIANA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Fair Values of Financial Instruments (continued)

Fair Value Hierarchy

The ASC topic on Fair Value Measurements and Disclosures establishes a framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level 3
measurements). The three levels of the fair value hierarchy are described as follows:

e Level 1 - inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Foundation has the ability to access.

e Level 2 - inputs to the valuation methodology include quoted prices for similar assets or liabilities
in active markets; quoted prices for identical or similar assets or liabilities in inactive markets;
inputs other than quoted prices that are observable for the asset or liability; and inputs that are
derived principally from or corroborated by observable market data by correlation or other means. If
the asset or liability has a specified (contractual) term, the level 2 input must be observable for
substantially the full term of the asset or liability.

e Level 3 - inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability's fair value measurement level within the fair value hierarchy is based on the lowest level
of any input that is significant to the fair value measurement. Valuation techniques used need to maximize the
use of observable inputs and minimize the use of unobservable inputs.

The Foundation utilizes several externally managed funds for private equity, venture capital, and hedge funds,
and with these types of investments, quoted prices are often unavailable, and pricing inputs are generally
unobservable. Investments classified within level 3 have significant unobservable inputs, as they trade
infrequently or not at all. In certain instances, several valuation techniques are utilized by external managers
(e.g. the market approach or the income approach) for which sufficient and reliable data is available. The use
of'the market approach generally consists of using comparable market transactions, while the use of the income
approach generally consists of the net present value of estimated future cash flows, adjusted as appropriate for
liquidity, credit, market and/or other risk factors. In circumstances in which net asset value per share of an
investment is not determinative of fair value, the manager is permitted, as a practical expedient, to estimate the
fair value of an investment in an investment company using the net asset value per share of the investment (or
its equivalent) without further adjustment, if the net asset value per share of the investment is determined in
accordance with the specialized accounting guidance for Investment Companies as of the reporting entity’s
measurement date. The application of those valuation procedures and methodologies are borne out in each
manager’s compliant annual audited financial statements and were monitored through the Foundation’s
reporting periods ended June 30, 2018 and 2017.
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Fair Values of Financial Instruments (continued)

Level 3 Valuation Techniques

Although direct valuation techniques and methodologies for Level 3 assets are not completed internally,
Foundation staff and the Foundation’s investment consultant conduct ongoing monitoring and review of
managers to ensure that reporting and valuation techniques are in accordance with industry standards and best
practices. Capital statements, performance, and pertinent news regarding changes in management are
scrutinized as an internal part of the due diligence process prior to hiring a manager. These same elements are
monitored on an on-going basis, as a matter of regu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>