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INTRODUCTION

The Louisiana State University System is a publicly supported institution of higher education. The University is a
component unit of the State of Louisiana, within the executive branch of government. The University System is under the
management and supervision of the Louisiana State University Board of Supervisors, which consists of sixteen members
appointed by the Governor and one student member. The chief executive officer of the LSU System is the President.

The LSU System is comprised of nine institutions on ten campuses in five cities, nine state hospitals and one community
college. The System includes LSU and A&M College, the Paul M. Hebert Law Center, and the Pennington Biomedical
Research Center, all in Baton Rouge; the LSU Agricultural Center (including the Louisiana Agricultural Experiment
Station and the Louisiana Cooperative Extension Service) with headquarters in Baton Rouge; the University of New
Orleans; LSU in Shreveport; LSU at Alexandria and LSU at Eunice, both two-year institutions; and the LSU Health
Sciences Center composed of Schools of Medicine, Dentistry, Nursing, and Allied Health Professions, and a Graduate
School in New Orleans, and a School of Medicine and hospital in Shreveport. The state hospitals of the LSU Health
Sciences Center's Health Care Services Division include hospitals in Baton Rouge, Monroe, Pineville, Lafayette, Lake
Charles, Independence, Bogalusa, Houma and New Orleans.

Thisfinancial report presents consolidated financial data for the LSU System except for Schedule C-1 (Schedule of Current
Fund Revenues), Schedule C-2 (Schedule of Current Fund Expenditures), and Schedule C-3 (Schedule of Revenues and
Expenditures of Restricted Auxiliary Enterprises), which schedules provide separate data for each major segment of the
University System.

ENROLLMENT BY CAMPUS

Fall 1998 Fall 1997
Under- Graduate & Under- Graduate &
graduate Professional Total graduate Professional Total
LSU and A&M 24,773 5,108 29,881 22,725 5,352 28,077
College
Paul M. Hebert - 678 678 - 621 621
Law Center
University of 11,642 3,977 15,619 11,876 3,946 15,822
New Orleans
LSU Health Sciences 830 2,012 2,842 859 2,033 2,892
Center
LSU in 3,678 732 4,410 3,516 743 4,259
Shreveport
LSU at 2,362 - 2,362 2,409 - 2,409
Alexandria
LSU at 2,672 - 2,672 2,628 - 2,628
Eunice
TOTALS 45,957 12,507 58,464 44,013 12,695 56,708










LSU SYSTEM

FIVE YEAR COMPARISON OF PRIMARY MISSION EXPENDITURES TO
TOTAL EDUCATIONAL AND GENERAL
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Student
Loan
Funds

$ —

232,353

25
104,661

653,391

317,106
16,136

1,323,672

11,917

185,541

183,937

49,245
430,640

134,883

6.580
141,463
1,034,495
32,099,263

$33,133,758

Endowment
Funds

1,554,523

58,454
4,320,000
602,540

153,921

6,689,438

102,790

68,157
170,947

1,227,864
1,227,864
7,746,355
58,342,764

$66,089,119

Unexpended

$ —

37,303,483

3,054,057

15,714,665

56,072,205

67,129,019

16,399,320

83,528,339

5,168,720

5,168,720

(22,287,414)
70,772,186

$48,484,772

PLANT FUNDS

Exhibit B

Renewalsand Retirement of
Replacements Indebtedness
$ - $ -

- 29,723

68,754 208,441

- 3,339,138

68,754 3,577,302
1,273,870 -

- 5,241,230

- 5,665,705

- 381,281

1,273,870 11,288,216

- 8,927,733
(37,628) -
1,829,413 -

28,616 _

1,820,401 8,927,733

615,285 1,216,819

6,713,362 8,609,774

$7,328,647 $9,826,593

Net Investment

in Plant

6,567,759

43,801,638
74,392,915
4,575,100
1,507,811
2,799,004

133,644,227

16,821,665
2,179,799

20,314,715

39,316,179

94,328,048

1,985,431,085

$2,079,759,133
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LSU SYSTEM

1998-99 EDUCATIONAL AND GENERAL EXPENDITURES
TOTAL $983,173,674

Scholarships and
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0
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Schedule C-2 LSU SYSTEM
SCHEDULE OF CURRENT FUND EXPENDITURES
For the Year Ended June 30, 1999

Total
Expenditures Unrestricted Restricted
LSU at Alexandria
Educational and General:
INSTIUCTION .. $ 5,283,149 $ 4,183,009 $ 1,100,140
PUDIIC SEIVICE ..o 5,859 - 5,859
ACAEMIC SUPPOIT ...t 486,862 465,383 21,479
STUAENT SEIVICES ..o 695,731 564,665 131,066
Institutional SUPPOIT .......c.coveveieieere e 1,334,725 1,228,195 106,530
Operation and maintenance of plant .........cc.ccocovvveieievceeene, 1,192,341 1,191,852 489
Scholarships and fellowships ..........cccccoovivinini e, 1,800,617 82,811 1,717,806
Educational and general expenditures .............cccccoveennee 10,799,284 7,715,915 3,083,369
Auxiliary Enterprises:
EXPENAITUIES ... 1,384,707 - 1,384,707
Mandatory transfers for principal and interest ............cccccovnie 110,946 - 110,946
Nonmandatory transfers for renewals and replacements ........ 16,548 - 16,548
Total auxiliary ENtErpriSeS .......ccvvvvivrerierererereereeeeresieanens 1,512,201 - 1,512,201
Total LSU at Alexandria ........cccccovvrvieninennienisesinnnnns 12,311,485 7,715,915 4,595,570
LSU at Eunice
Educational and General:
INSTIUCTION .o 4,990,631 4,086,299 904,332
ACAEMIC SUPPOIT ...ttt 422,671 410,756 11,915
STUAENT SEIVICES ..o e 1,483,008 642,715 840,293
Institutional SUPPOIT .......c.coveviieier e 1,275,091 1,116,592 158,499
Operation and maintenance of plant .........cc.ccocvevvveieievcenne, 921,275 917,387 3,888
Scholarships and fellowships ..........cccccoovivinini e, 2,842,204 35,289 2,806,915
Educational and general expenditures .............ccccoveennee 11,934,880 7,209,038 4,725,842
Mandatory transfers for loan fund matching grants ................. 11,191 11,191 -
Total tranSTers ..o 11,191 11,191 -
Total educational and general ............cccocevevevciicicieiinennns 11,946,071 7,220,229 4,725,842
Auxiliary Enterprises:
EXPENAITUIES ... 1,235,555 - 1,235,555
Manadory transfers for renewal and replacements ................. 135,643 - 135,643
Nonmandatory transfers for renewals and replacements ........ 13,320 - 13,320
Total auxiliary eNterpriSes ........ccovvvererereneneieeeeiseseaneas 1,384,518 - 1,384,518
Total LSU at EUNICE .....ccocvrvireiicvcesie s 13,330,589 7,220,229 6,110,360
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Public service

LSU SYSTEM

SCHEDULE OF CURRENT FUND EXPENDITURES
For the Year Ended June 30, 1999

LSU Agricultural Center
Educational and General:
Research ........

ACAEMIC SUPPOIT ...t
Institutional SUPPOIT ........c.coveiiiiiree e
Operation and maintenance of plant .........cc.ccocovvvveieievccene,
Scholarships and fellowships ..........cccccooviinini i,

Total LSU Agricultural Center...........ccocooeniiencicicenns

Total

Expenditures and Transfers ........cccoceeveenenns

Schedule C-2

Total

Expenditures Unrestricted Restricted
$ 49,063,219 $ 38318403 $ 10,744,816
36,717,328 31,337,666 5,379,662

219,409 219,409 -
6,694,829 6,396,644 298,185

2,222,946 2,222,946 -
30,747 - 30,747
94,948,478 78,495,068 16,453,410
$2,077,043,340 $1,352,438,027 $724,605,313
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LSU SYSTEM FINANCIAL REPORT
NOTES TO THE FINANCIAL STATEMENTS

FUND ACCOUNTING (cont.)
Plant Funds

The Plant Fund group contains four self-balancing subgroups. Unexpended plant funds are used for the
acquisition, construction and renovation of long-lived assets for institutional purposes. Funds for renewal and
replacement of auxiliary enterprise equipment are set aside from current operating revenues of auxiliary
enterprises. Funds for retirement of indebtedness are to service plant indebtedness of the University.
Investment in plant includes all long-lived assets of the University.

Agency Funds

This fund group represents funds in which the University acts as custodian or fiscal agent on behalf of others,
such as student or faculty organizations.

BASIS OF ACCOUNTING

The financial statements of the University have been prepared on the accrual basis of accounting, except that
depreciation is not recognized, annual and sick leave are recognized when paid, and inventories in the
unrestricted and restricted funds are recorded as expenditures at the time of purchase. Tuition and fees for the
summer session, collected in June, and faculty salaries and the related employee benefits for teaching that
portion of the summer session that occurs prior to June 30, are recognized in the next fiscal year.

The Statement of Current Fund Revenues, Expenditures and Other Changes is a statement of financial activities
of current funds related to the current reporting period. It does not purport to present the results of operations
for the period as would a statement of revenues and expenses. To the extent that current funds are used to
finance plant assets, the amounts so provided are accounted for as expenditures in the case of normal
acquisitions, repairs or renovations; as mandatory transfers in the case of required provisions for debt
amortization and interest; and as transfers of a nonmandatory nature for all other cases.

BUDGETARY PRACTICES

The annual budget for the University's current unrestricted fund is established by annual legislative action and
by Titles 17 and 39 of the Louisiana Revised Statutes. State law provides that any encumbered appropriation
lapses at the end of the fiscal year; however, such funds are subject to reappropriation into the subsequent year
provided certain approvals are obtained at the State level. In compliance with these legal restrictions, budgets
are adopted on the accrual basis of accounting, except as follows: leave costs are treated as budgeted
expenditures to the extent that they are expected to be paid; inventories in the unrestricted and restricted funds
are recorded as expenditures at the time of purchase; and summer session tuition and fees, tax supported
appropriations related thereto, and summer session faculty salaries and related benefits for June are not
prorated, but are recognized in the succeeding fiscal year.

Although the other funds of the University are subject to internal budgeting, there are no requirements that
budgets for such funds be submitted for approval through the legislative budget process.

ENCUMBERED, UNENCUMBERED AND UNEXPENDED APPROPRIATIONS

Encumbrance accounting, under which purchase orders, contracts and other commitments for the expenditure
of monies are recorded in order to reserve fund balances, is employed by the University. Encumbrances
outstanding at year end in all funds, except for the current unrestricted fund, are reported as reservations of
fund balance since they do not constitute expenditures or liabilities in the year encumbered. Encumbrances
in the current unrestricted fund are not reported as a reservation of fund balance because the University does
not record as revenues in the current fiscal year any appropriated funds related to encumbrances outstanding
at fiscal year end. Such orders are subject to reappropriation into the following fiscal year, provided certain
approvals are obtained. There were no such encumbrances outstanding at June 30, 1999.
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LSU SYSTEM FINANCIAL REPORT
NOTES TO THE FINANCIAL STATEMENTS

COMPENSATED ABSENCES (cont.)

Upon separation of employment, all personnel or their heirs are compensated for accumulated annual leave
not to exceed 300 hours. In addition, faculty and administrative/professional personnel or their heirs are
compensated for accumulated sick leave not to exceed 25 days upon retirement or death. Upon retirement, any
annual or sick leave not compensated for is used as credited service in either Louisiana Teachers' Retirement
System or Louisiana State Employees' Retirement System.

The liability for unused annual and sick leave at June 30, 1999, computed in accordance with GASB 16, is
estimated to be $73,808,700 and $21,109,000, respectively. This estimated liability for compensated absences
is calculated on a maximum of 300 hours for each employee having accumulated annual leave, and on a
maximum of 200 hours of accumulated sick leave for faculty and administrative/professional employees having
at least 10 years of retirement system credit. The liability is not calculated on sick leave balances accumulated
by classified employees, since lump sum payments for sick leave are made only to retiring faculty or
administrative/professional employees.

A liability for compensated absences has not been recorded or reported in the accompanying financial
statements. If the estimated amounts indicated above were recorded in the accompanying financial state-
ments, $78,240,400 would be reported in the unrestricted fund, $2,711,100 would be reported in the auxiliary
fund, and $13,966,200 would be reported in the restricted fund.

9. DEFERRED REVENUES

Tuition and fees collected at June 30, 1999, but applicable to the 1999 summer session, and certain revenues
for other programs or activities to be conducted primarily in the next fiscal year, are reported as deferred
revenues. Expenses relating to such programs or activities, including the summer session, are reported in the
period the tuition and fees are recognized as revenues.

PENSION PLANS AND MEDICARE

Substantially all employees of the University are members of the Louisiana Teachers' Retirement System, the
Louisiana State Employees' Retirement System, the Optional Retirement Plan, or the Federal Civil Service
Retirement System.

The Optional Retirement Plan was created effective July 1, 1990, for academic and administrative employees of
publicinstitutions of higher education, and was designed to assist universities in recruiting employees not expected
to remain in the Teachers’ Retirement System long enough for vesting purposes. The purpose of the Optional
Retirement Plan is to provide retirement and death benefits, while affording the maximum portability of such
benefits to the participants. Eligible employees make an irrevocable election to participate in the Optional
Retirement Plan rather than the Teachers’ Retirement System, and purchase retirement and death benefits through
annuity contracts provided by certain designated companies. As a defined contribution plan, the Optional
Retirement Plan provides full and immediate vesting of all contributions remitted to these designated companies
on behalf of participating employees.

Employee and employer contributions for Optional Retirement Plan participants are remitted by the University to
the Teachers’ Retirement System. Upon receipt of such contributions, the Teachers’ Retirement System pays over
to the appropriate companies, on behalf of participating employees, both employee contributions and amounts
equal to the actuarially determined employer portion of the normal cost contribution. The Teachers’ Retirement
System retains the balance of the University contribution for application to the unfunded accrued liability of the
System.
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LSU SYSTEM FINANCIAL REPORT
NOTES TO THE FINANCIAL STATEMENTS

PENSION PLANS AND MEDICARE (cont.)

During fiscal year 1998-99 employee contributions were 8% to the Teachers’ Retirement System and to the Optional
Retirement Plan, and 7.5% to the State Employees’ Retirement System, for covered salaries and wages. For the
Teachers’ Retirement System and the Optional Retirement Plan, employer contributions were 16.5%, and for the
State Employees’ Retirement System, employer contributions were 12.4%. In addition to employee payroll
deductions, the University is required to remit the employer share of retirement contributions to the appropriate
retirement systems.

Public Law 99-272 requires that all employees hired after March 31, 1986, be covered by the medicare tax. Effective
July 1, 1991, all employees not eligible for one of the above retirement systems contribute to Social Security and
are also subject to the medicare tax.

The University does not guarantee the benefits granted by the retirement systems cited above.

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 such benefits as 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 by the University. The University's costs of providing retiree health
care and life insurance benefits are recognized as expenditures when the monthly premiums are paid. For the year
ended June 30, 1999, the costs of retiree benefits, net of participant contributions, totaled $12,171,573.

FEDERAL GRANTS AND CONTRACTS

The University participates in a number of federally assisted grant programs which are reported in the Restricted
Fund, and are included in the financial and compliance audit of the University performed by the Legislative Auditor
of the State of Louisiana. These programs are subject to additional program compliance audits by the grantors, and
all such audits for 1999 and prior years have not been conducted. The amount of expenditures which may be
disallowed by the granting agencies cannot be determined at this time. Based on prior experience, the University's
management believes such disallowances, if any, will be immaterial.

GRANT AWARDS

Grant awards not yet funded and for which the University has not yet performed services have not been considered
as assets in the financial statements. The total amount of such uncollected grant awards at June 30, 1999, is
$145,847,944.

CHANGES IN LONG-TERM DEBT

The following is a summary of bonds, reimbursement contracts and other long-term debt transactions of the
University for the year ended June 30, 1999:
Reimbursement

Totals Bonds Payable  Contracts Payable Notes Payable
Outstanding atJuly 1,1998...........ccccoeeee. $115,572,565 $80,292,780 $3,820,119 $31,459,666
Added ... 20,454,313 19,012,566 - 1,441,747
Retired ..o (7,546,461) (2,818,513) (609,897) (4,118,051)
Outstanding at June 30, 1999 ................... $128,480,417 $96,486,833 $3,210,222 $28,783,362

Reimbursement contracts payable are long-term debt instruments issued by the Board of Supervisors to the
Treasurer of the State of Louisiana. The purpose of the obligations is to reimburse the State (from University
revenues) for its debt service payments on General Obligation Bonds issued by the State to finance certain
University projects.



LSU SYSTEM FINANCIAL REPORT
NOTES TO THE FINANCIAL STATEMENTS

CHANGES IN LONG-TERM DEBT (cont.)

Included in the notes payable outstanding at July 1, 1998 and at June 30, 1999, is a loan agreement between the
University and the Louisiana Public Facilities Authority (LPFA) totaling $28,000,000. This debt is being amortized
over 261 monthly installments which began in December, 1988. Interest due on this loan is computed weekly, using
floating interest rates as a basis for such calculations. At June 30, 1999, the outstanding balance is $21,262,496.

The long term debt retirement requirements for the next five fiscal years are as follows: $13,783,772 due in fiscal
1999-00; $12,922,188 due in fiscal 2000-01; $14,408,442 due in fiscal 2001-02; $10,592,607 due in fiscal 2002-03; and
$9,735,168 due in fiscal 2003-04.

EXPANSION OF TIGER STADIUM

The Tiger Athletic Foundation, a separate corporation created in behalf of the University's intercollegiate athletics
program, issued in March, 1999, long-term debt instruments for the expansion of Tiger Stadium. The project,
expected to cost $55 million, will be completely financed by the Tiger Athletic Foundation through the sale of bonds
through the Louisiana Public Facilities Authority and through a bank loan. The bonds will finance 75% of the cost
of the project and the bank loan will finance the remaining balance. The University will lease the space to the Tiger
Athletic Foundation for the stadium improvements, and in turn, lease the completed stadium improvements from
the Tiger Athletic Foundation in accordance with the terms of a cooperative endeavor agreement. The stadium
improvements will be owned by the Tiger Athletic Foundation, but upon payment of the bonds and expiration of the
lease, the Tiger Athletic Foundation intends to donate the stadium improvements to the University. Revenues of the
Tiger Athletic Foundation from the sale of the ticket premiums related to the stadium improvements are pledged
to finance the debt service.

STUDENT LOAN FUNDS

The fund balances of the Student Loan Funds at June 30, 1999, are comprised of the following:

PErKINS LOAN FUNG ...ttt ee s e e nteeneenreennen $23,665,973
Health Professions Loan FUNG .........coeooieiei et 8,524,053
OTNEI LOAN FUNAS ...ttt ettt s et s et e r e e e nene e e s annes 943,732
0] - 1 [T RRORT $33,133,758

ACCOUNTS RECEIVABLE

An allowance for doubtful accounts of $254,871,000 is netted against accounts receivable on the balance sheet. This
allowance relates to accounts receivable of $483,280,000 in current funds representing amounts due from patients
served at the LSU Health Sciences Center clinics and hospitals.

CAPITAL LEASES

The University has certain lease agreements in effect which are considered capital leases. Capital lease
obligations are reported as liabilities in the Net Investment in Plant fund, as such obligations relate to the use
and acquisition of plant assets. Assets acquired under such capital lease agreements amounted to $5,995,292
atJune 30, 1998, and $7,152,883 at June 30, 1999, which balances have not been included in the Physical Plant
assets reflected below in footnote K. All lease agreements contain appropriation clauses providing that
continuation is subject to funding by the legislature.
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PRIOR PERIOD ADJUSTMENTS (cont.)
Investment in Plant Fund

As indicated above, the Baton Rouge Community College (BRCC) is no longer included as part of the LSU System,
effective July 1, 1998. As a result, a prior period adjustment of $8,170, 083 has been recorded in the Investment in
Plant fund to remove the net plant assets of the BRCC. The University of New Orleans moved all the bonds payable
outstanding at June 30, 1998 in its Unexpended Plant fund to the Investment in Plant fund, effective July 1, 1998. As
a result, a prior period adjustment of $6,221,955 has been recorded in the Investment in Plant fund to move this
liability, net of the related unamortized discount. In addition, certain capital assets of the LSU Health Sciences
Center were understated at June 30, 1998. As a result, a prior period adjustment of $5,441,492 has been recorded in
the Investment in Plant fund to record such assets. Accordingly, the Investment in Plant fund balance, originally
reported as $1,994,381,631 at June 30, 1998, has been restated as $1,985,431,085 at July 1, 1998.

ACCOUNTING CHANGES
There were no accounting changes made during the year that have a material effect on the financial statements.

TOTAL COLUMNS ON COMBINED STATEMENTS

The total columns on the combined statements are presented only to facilitate financial analysis. Data in these
columns do not necessarily present financial position or results of operations in conformity with generally accepted
accounting principles, nor are such data comparable to a consolidation.

SUBSEQUENT EVENTS

The University entered into a master agreement for performance-based energy equipment and services with Johnson
Controls, Inc. (JCI) on behalf of the University of New Orleans (UNO) on October 30, 1998. The contract provides for
the design and installation of $13, 476,377 of equipment, controls, and other energy efficiency improvements by JCI
and the leasing of those improvements to UNO for a term of 20 years with semiannual payments of $588,702. The
University was not obligated to make payment until the latter of April 30, 1999 or substantial completion executed
by a certificate of substantial completion. As of June 30, 1999, substantial completion had not occurred. As a result,
UNO did not record either the first rental payment expense or the long-term debt associated with the capital lease.
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