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INDEPENDENT AUDITORS' REPORT

Governing Board
Northern Arizona University Foundation, Inc.
Flagstaff, AZ 86011

We have audited the accompanying statements of financial position of the
Northern Arizona University Foundation, Inc. (a non-profit corporation) as of
June 30, 1997 and 1996 and the related statements of activities and changes in
net assets, and cash fiows for the years then ended. These financial statements
are the responsibility of the Foundation's management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free
from material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the Northern Arizona University
Foundation, Inc. as of June 30, 1997 and 1998, and the results of its activities
and changes in net assets and its cash flows for the years then ended, in
conformity with generally accepted accounting principles.

As discussed in Note 1 to the financial statements, in 1996 the Foundation
changed its method of accounting for contributions and life annuity gifts and its
method of financial reporting and financial statement presentation.

Husat, dehate ¢ lrcae

Guest, Schutte & Cosper

July 25, 1997




NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC,
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 1997 AND 1988

EXHIBIT A
ASSETS
1987 1898
CURRENT ASSETS
Cash and cash equivalents $ 2,938,424 $ 495,160
[nterest receivable 0 3,198
QOther receivable 2,400 0
Notes receivable-current portion 5,892 5,093
Unconditlonal promises to give 644,038 204 8699
Investments, at market 23,158,105 20,080,133
Total Current Assets ‘ 28,748,059 20,768,283
PROPERTY & EQUIPMENT 580,661 603,950
OTHER ASSETS
Other recelvable-long term 26,556 0
Notes receivable-long term 206,336 212,390
Cash surrender value of life insurance 8,357 0
Unconditional promises to give 49 517 126,373
Total Other Assets 288,766 338,763
Total Assets $ 27,816,388 $ 21,710,996

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Cash overdraft $ 6,629 $ 0
Accrued liabilities 7,500 7,500
Life annuity payable 10,204 14,422
Totat Current Liabilities 24,333 21,822
LONG TERM LIABILITIES
Life annuity payable 190,587 206,478
Total Long Term Liabilities 180,987 206,478
Total Liabilities 215,320 228,400
NET ASSETS
Unrestricted 2,381,066 1,840,479
Temporarily restricted 7,856,662 6,244,436
Permanently restricted 17,353,338 13,397,681
Total Net Assets ) 27,401,068  _ 21,482,598
Total Liabilities and Net Assets $ 27,618,386 $ 21,710,996
K S m———

The Accompanying Notes Are An Integral Part Of This Statement,

Guest, Schutte & Cosper

Cartified Public Accountants LLP
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NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 1997 AND 1998

EXHIBIT C
1997 1896
Cash flows from operating activities:
Change in net assets $ 5,918,470 $ 4,851,020
Adjustments to reconcile change in net assets
to net cash provided by operating activities;
Donated property (3086,580) (368,658)
Transfer of donated property 12,882 2,718
Reinvested investment eamnings (818,401) (826,955)
Unrealized (gains) on investments {2,053,320) (1,518,776)
Capital (gains) (697,214) (285,140)
Donated securities (6686,179) (54,711)
Loss on sale of donated assets 44,373 52,814
Depreciation expense 414 884
(Increase) Decrease:
Interest receivable 3,198 (3,128)
Other receivable (28,958) 0
Unconditional promises to give (382,483) 244 598
Cash surrender value of life insurance (6,357) 0
Increase (Decrease):
Accrued liabilities 68,629 (1,810)
Life annuity payable (12,709) {14,974)
U.S. Treasury bond 0 (14,563)
Net cash provided by operating
activities 1,028,787 2,263,347
Cash flows from investing activities:
Purchase of property 0 (308,527
Proceeds from sale of property 272,200 57,200
Investments, net 1,135,142 (2,232,715)
Principal payments on notes recefvable 5155 111,238
Net cash provided by (used in)
investing activities 1,412,467 (2,372,804)
Net increase (decrease) in cash and cash equivalents 2,441,264 (109,457)
Cash and cash equivalents at beginning of year 495,180 504,617
Cash and cash equivalents at end of year $ 2,936,424 $ 495,160

The Accompanying Notes Are An Integral Part Of This Staterment.

Guest, Schutte & Cosper

Certified Public Accountants L.L.P




NOTE 1 -

NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 1997 AND 1896

SUMMARY QF SIGNIFICANT ACCOUNTING PQLICIES

The financial statements of Northem Arizona University Foundation, Inc, (Foundation) have been
prepared on the accrual basis. The significant accounting policies followed are described below to
enhance the usefulness of the financial statements to the reader.

Nature of the Organization

Northem Arizona University Foundation, Inc. is the official not-for-profit fund raising corporation for
Northem Arizona University and several other units of the University system. It receives gifis and
bequests, administers and invests securities and property, and disburses payments to and on behalf of
the University for advancement of scientific, literary, athletic and educational purposes.

Fi ial Stal (P tali
In 1996, the Foundation adopted Statement of Financial Accounting Standards (SFAS) No. 117,
“Financial Statements of Not-for-Profit Organizations.” Under SFAS No. 117, the Foundation is required
to report information regarding its financlal position and activities according to three classes of net
assets: unrestricted net assets, temporarily restricted net assets, and permanently restricied net assets.

As required by this new Statement, the Foundation has discontinued its use of fund accounting and has,
accordingly, reclassified its financial statements to present the three classes of net assets required.

Contribul { Life Annuity Gif

The Foundation alse adopted SFAS No. 116, “Accounting for Contributions Received and Contributions
Made,” in 1996. In accordance with SFAS No. 118, contributions received are recorded as unrestricted,
temporarily restricted, or permanently restricted support depending on the existence or nature of any
donor restrictions. In addition, SFAS No. 116 requires the recording of life annuity contracts as gifts.

Investments

The Foundation records investments in accordance with SFAS No. 124, “Accounting for Certain
Investments Held by Not-for-Profit Organizations™. Under SFAS No. 124, investments in marketable
securities with readily determinable fair values and all investments in debt securnities are reported at their
fair values in the Statement of Financial Position. Unrealized gains and losses are included in the
change in net assets.

Donated Services

The Foundation records material amounts of donated services in accordance with the requirements of
8FAS No. 116. The Foundation values donated services at their fair market values at the date of
donation. As of June 30, 1997 and 1996 the Foundation had no material donated services.

See Independent Auditors’ Report.

Guest, Schutte & Cosper

Certified Public Accountanis L.L.P




NOTE 1 -

NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 1997AND 1596

SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES (Continued)
Promises to Give

Contributions are recognized when the donor makes a promise to give to the Foundation that is, in
substance, unconditional. Restricted contributions are reported as increases in temporarly or
permanently restricted net assets depending on the nature of the restrictions. Unconditional promises to
give that are expected to be collected within one year are recorded at net realizable value,
Unconditional promises to give that are expected to be collected in future years are recorded at the
present value of their estimated future cash flows.

Property and Equipment

The Foundation capitalizes any assets purchased or donated greater than $750.

Property Heid for Sale

Certain assets are received from donors by the Foundation and are held for resale. Such assets are
recarded at their approximate fair market values at the date of donation.

Split-Interest Agreements

The Foundation receives contributions in the form of split interests of which a portion is paid as a life
annuity to the donor. The assets received are recorded at the fair market value on the date of receipt.
The liabilities are recorded at the present value of expected future payments made to the beneficiaries
on the date of initial recognition. Actuarial assumptions are based on the expected lives of the donors
at the time of the donation. Assets relating to split interest agreements amounted to $336,250 and
$366,194 for 1997 and 1996, respectively.

Use of Estimates

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

Cther Matters ) L

Invesiments are stated at aggregate fair market value at the date of the Statement of Financial
Position. Unless specific prohibitive clauses are contained in the gift instruments, funds for
investments have been combined into one of four invesiment pools. Investment poo! income and
gains and losses on the sale of investments are allocated to the various net assets based on a twelve
manth average of each fund's balance related to the total average fund balances. Gains or losses on
the sale of investments are determined based on the average cost of invesiments.

The costs of operating the Foundation have been summarized on a functional basis in the Statement
of Activities and Changes in Net Assets,

See Independent Auditors’ Repoit.

| Guest, Schutte &COSpef

Cerlified Public Accountants LLE




NOTE 2 -

NOTE 3 -

NOTE 4 -

NOTES -

NOTE G-

NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC,
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 1987 AND 1996

TAX STATUS

The Foundation is a public foundation and is exempt from federal and state income taxes under
Section 501(c)(3) of the Intemal Revenue Code and Section 43-1201 of the Arizona Revised Statutes.
Therefore, the accompanying financial statements contain no provision for income taxes.

RELATED PARTY TRANSACTIONS
Northern Arizona University has provided the Foundation certain supporting services without charge.
The Foundation’s Manager is the Associate Director of the University Development office. The

Executive Director of the University Development office is also the Executive Direcior of the
Foundation. There are also certain other support services such as use of computer resources.

The Foundation is not charged for these services. The value of this contributed time Is not reflected in
the accompanying financial statements since the donated time does not meet the criterfa for
recognition under SFAS No. 1186.

CASH AND CASH EQUIVALENTS
The following were included in cash and cash equivalents as of June 30,
1997 1996
Cash 3 75 3 66,115
Market interest accounts : 287,309 85,085
Cash reserve account 2,669,040 247 434

Certificate of deposit ¢} 116,526

I

$ 2936424 $ _495160

CASH FLOWY INFORMATION

The Foundation considers all short-term investments, held outside of the trusts, with an original
maturity of three months or less and the certificate of deposit to be cash equivalents. Reinvested
investment eamings reported on the Statement of Cash Flows are net of trust fees and represent
reinvested interest and dividends within the trusts. Donated securities are received directly into the
trusts at market value as of the date executed.

In 1996, the Foundation had noncash financing transactions relating to a note receivable from the sale
of donated real property in the amount of $155,000. There were no noncash transactions in 1997.

EINANCIAL INSTRUMENTS

Concentrations of it Risk Arising from Cash Deposits in Ex imi

The Foundation maintains cash balances in excess of FDIC insurance limits at several financlal
institutions located in Arizona. o

Sea Independent Auditors’ Report,

Guest, Schutte & Cosper

Certified Public Accountanis L.LP




NOTE 6 -

NOTE 7 -

NOTE 8 -

NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 1997 AND 1996

FINANCIAL INSTRUMENTS (Continued)
Eair Value of Financial Instryments

|
The following methods and assumptions were used by the Foundation in estimating its fair value
disclosures for financial instruments:

Cash, cash equivalents, shori-term investments, current notes recelvable, current life annuity payables
and promises to give due in less than one year : The carying amounts reported in the Statements of
Financial Position approximate fair values because of the short maturities of those instruments.

Promises to give due in more than one year : The falr value of promises to give that are due in more
than one year is estimated by discounting the future cash flows using a three year average intemal
rate of retum of approximately 15% and 11% in 1987 and 1996, respectively.

Lont-term ofher receivable: The fair vaiue of the other receivable is estimated based on the
discounted value of the future cash:flows expected to be received based on the life expectancy of
the debtor and a rate that is commiserate with the risks involved.

Long-term notes receivable : The fair values of long-term notes recelvable are recorded at their
canying values at the date of presentation.

Long-term debt ; The fair value of Ioﬁg ferm life annuity payables are recorded af the present value of
expected future paymenis to be made to the beneficiaries at the date of initial recognition.

QTHER RECEIVABLE

Other receivable is comprised of an amount due from an individual who was ordered by the
Coconino County Superior Court to pay restitution to the NAU Men's Soccer Club Fund held in the
Foundation. {Cause Number CR98-1075. See Note 15.) The amount of the receivable at June
30, 1997 is $112,072. The estimated.fair value of this receivable is $28,956 based on the
discounted value of the future cash flows expected to be received based on the life expectancy of
the debtor and a 8% rate which is commiserate with the risks invoived.

NOTES RECEIVABLE

. 1997 1998

Note receivable, secured by a Mortgage for real property

located in Phoenix, Arizona, monthly installments of $1,130

beginning July 1, 1996, rate of interest 8% per annum.

Balloon payment of $152,097 on July 1, 1999, $ 154479 $ 155,000

15-year note receivable, secured by Deed of Trust,

monthiy installments of $860, rate of interest 10%

per annurt. : 27849 __ 62,483
Total i ' 212,328 217,483
Current portion ; 5,992 2,093
Noncurrent portion | $206.336. $.212,390

See Independent Auditors’ Report.

Guest, Schutte & Cosper

Cartified Public Accountants LL.P .




‘ NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC.
} NOTES TO THE FINANCIAL STATEMENTS
‘ JUNE 30, 1997 AND 19586

b

|

NOTE 9- INVESTMENTS .

Under the terms of the trust agreements beiween the asset managers and the Northem Arizona
University Foundation, Inc., the managers manage the investment assets of the Foundation. The
managers have discretionary authority concerning purchases and sales of investments in the trust
fund. Current value of marketable securities is the quoted market price on the last business day of the
Foundation year. Where marketable securities are not listed on an exchange, quotations are obtained
from brokerage firms.

The asset managers maintain records on the cash basis, which includes the following accounting
policies:

1. Income is recorded when received.
2. Security transactions are recorded on the settiement date.
2. Premiums and discounts on bonds held are not amortized.

Adjustments have been made to accrue eamed income in accordance with generally accepted
accounting principles.

The cost and market value of the Foundation's investments at June 30, are as follows:

1997 1996
MARKET MARKET
ASSET MANAGER VALUE COST VALUE COST
BANK ONE: '
Cash and Cash Equivalents $ 776,258 % 778,257 $ 992,264 % 992 284
U.S. Gov't/Agency Bond 2,765,011 2,732,008 2,748,890 2,592,633
Corporate Bonds 2,249,931 2,253,756 1,288,633 1,283,441
Common/Preferred Stocks 7,767,365 4,230,119 6,137,260 3,825,162
Other Equity Assets £50.858 235.001 507494 457,763
$ 13,808423 $ 10227231 $ 11872541 $ _9 268
WELLS FARGO BANK:
U.S. Gov't/Agency Bonds $ 2461982 $ 2447103 $ 1,560,299 $ 1,550,332
Common Stocks 3,884,622 1,856,366 3,383,347 2,119,529
Pooled Equity funds 709,363 447,143 571,854 304,061
Cash and Cash Equivalents 95,522 85,5622 130,736 130,738
Commercial bonds 148,183 158,233 508,641 520.552
$ 7299682 $ _5104367 $ _6154877 § 4715210 .
THE COMMON FUND: '
Equity Funds 5 0§ 0 1,440,646 3 1,447,253
Bond Funds 0 0 93,634 83,102
International Funds 0 0 140,770 139,777
Global Bond Funds 0 0 322,124 322,511
Emenging Market Funds 0 o] 213,541 211,994

Real Estate Investment Trust 49.000 49 000 22.000 22,000

$ 49.000 $ 49000 $ 2232715 $ 2236637

QPPENHEIMER CAPITAL:
Intemational Equity Fund $ 2000000 $ _2000000 $ Q9% 0
TOTALS $ 23158105 $ 17.380598 $ 20060133 $ 16.103.115

See Independent Auditors’ Report.

Guest, Schutte & Cosper

Certified Public Accountants LL.P




NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 1997 AND 1996

NOTE 10 - INVESTMENT EXPENSES

Expenses relating to investment revenues, including custodial fees and investment advisory fees,
amounted to $83,316 and $51,628 in 1997 and 1998, respectively and have been included in
supporting services expense in the accompanying Statement of Activities and Changes in Net Assets.

NOTE 11 - PROPERTY AND EQUIPMENT AND OTHER ASSETS AND DEPRECIATION

Property and Equipment and Other Assets are stated at cost or, if donated, at the approximate fair
market value at the date of donation. Depreciation is computed using the straight-line method over
the estimated useful lives of the related assets, which range as follows:

|
BUILDINGS AND IMPROVEMENTS 30-40
EQUIPMENT 3-10
199 1996
Property held for sale $ 580,143 $ 601,954
Equipment 3.909 £.760
. Property and Equipment 584,052 608,714
: Accumulated Depreclation (3.391) {4.764)
thal Property and Equipment . 5 _ 580661 3 603,850

Depreciation expense for 1997 and 1996 was $ 414 and $ 984, respectively.

NOTE 12 - PROMISES TO GIVE

Unconditional promises to give at June 30, consist of the following:

1997 1996

Matching gifts $ 13,585 § 11,248
Pledges : 61,103 6,575
Major gift pledges 818,867 313.249
$ 693558 § _231.072

Amounts due in:
Less than one year $ 644038 $ 204,699
One to five years 41 435 111,753
More than five years : 8,082 14.620

$ 693555 $ 331072

The discount rate for 1897 and 1996 was approximately 15% and 11%, respectively. No allowance
for uncollectible accounts was made as all promises to give are expecied to be collectible.

See Independent Auditers’ Report.

Guest, Schutte & Cosper

Certlified Public Accountants LL.P




NORTHERN ARIZONA UNIVERSITY FOUNDATION, INC,
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 1987 AND 1986

NOTE 13 - T R UNI ITY

Northemn Arizona University Foundation, Inc. has entered into a iease with the Arizona Board of
Regents for and on behalf of Northemn Arizona University for office space, utilities, office fumiture and
equipment, custodial service and other such facilities for $13.00 per square foot per year. The
Foundation is currently using 208 square feet and pays this iease annually. The lease is renewable
annually and cancelable with 30 days notice by either party without penalties or any other contingent
rental payments. Lease expense was $ 2,704 for both 1997 and 1986.

NOTE 14 - R§§TRIQTiONS ON NET ASSETS

Temporarily restricted net assets are available for scholarships and discretionary spending.
Discretionary spending net assets are Qifts that were deslgnated by the donor to be spent by a specific
area or school for general needs. _

Permanently restricted net assets are to provide a permanent endowment, with the investment income
restricted primarily for scholarship awards. Also included in permanently restricted net assets are
endowments, with investment income to support a chairperson and a distinguished professor.

NOTE 15 - OR |

On June 6, 1997 an individual was sentenced by the Coconino County Superior Court to 5§ years
probation commencing June 8, 1997 and ordered to pay restitution in the amount of $112,072 to the
NAU Men’s Soccer Club Fund held in the Foundation {Cause Number CR96-1075). Buring the fiscal
year an investigation by the State: of Arizona’s Office of the Attomey General was conducted and
resulted in an indictment of a former NAU volunteer Men’s Soccer Club coach. The individual pleaded
guilty to one felony count each of theft and forgery. The individual was scheduled to begin making
monthly payments of not less than $200.00 immediately. (See Note 7).

See Independent Auditors' Report,

Guest, Schutte &Cosper

Cemf.'ed FPublic Accountants LLP




Please Enter Corporation Name;

9. FINANCIAL DISCLOSURE (A.R.S. §§10-1622.B & 10-2501.A.6)

Only corporations that meet one or more of the following criteria must attach a financial statement (balance sheet including assets, liabilities
and equity}. The corporation is. 1) a public service corporation (e.g., public utility) as defined in Article XV, Section 2, Constiiution of Arizona.
2) offers its stock for sale in fransactions that are not exempt from A.R.S. §§ 44-1841 and 44-1842 as prescribed in §44-1844 A1 (2g.,

publicly traded). 3) a nonprofit corporation. All other forms of corporations are exempt from filing a financial disclosure.

/:Euc_‘ Page 3

10. CERTIFICATE OF DISCLOSURE(A.R.S. §§10-1622.A.8 & 10-2505.A)

Has ANY person serving either by election or appeintment as an officer, director, trustee, incorporator and person controlling or holding more
than 10% of the issued and outstanding commeon shares or 10% of any other proprietary, beneficial or membership interest in the corporation
been: .

1. Convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal jurisdiction within the seven
year period immediately preceding the execution of this certificate? ) o

2. Convicted of a felony, the essential elements of which consisted of fraud, misrepresentation, theft by false pretenses cr restraint of trade
or monopoly in any state or federal jurisdiction within the seven year period immediately preceding execution of this certificate?

3. Orare subject to an injunction, judgment, decree or parmanent order of any state or federal court entered within the seven year period
immediately preceding execution of this certificate where such injunction, judgment, decree or parmanent order involved the violation of:

(a) fraud or registration provisions of the securities laws of that Junsdlctlon or

(bj the consumer fraud laws of that jurisdiction, or
(c) the antitrust or restraint of trade laws of that jurisdiction?

Orig box must be marked: YES D NO E’

f*YES", the following information must be submitted as an attachment to this report for each person subject to one ot mare of the actions stated
in ltems 1. through 3. above,

1. Full name and prior hames used. 5. Date and location of birth.

2 Full birth name. 6. Scctal Security Number

3. Present home address, . 7. The nature and description of each conviction or judicial action; the

4. Prior addresses {for immeadiate date and location; the court and public agency involved, and the file
preceding 7 vear petfod). of cause number of the case.

11. STATEMENT OF BANKRUPTCY {A.R.S. §10-202.D.2)

Has ANY person serving either by election or appointment as an officer, director, trustee, incerparator and person controlling or holding more
than 20% of the issued and outstanding commeoen shares or 20% of any other proprietary, beneficiat or membership interest in the corporation
served in such capacity or held a 20% interest in any other corporation during the bankruptey, receivership, or charter revocation of the other
corporation?

O box must be harked:  YES [ NO X

If YES, enter the foliowing; Chapter Date Filed ’ Gase Number

If"YES", the following information must be submitted as an attachment to this repart for each person subject to the statement above. 1) The
names and addresses of each corporation and the person or persons involved. 2) The state in which each corporation was a) incorporated
b) transacted business. 3) The dates of corporate operation.

12 ._ALJ_'[[QM. Sjgnatue requlrements vary accondmg to the type of corporahon See the instruction sheet for specific

[ DECLARE, UNDER PENALTY OF LAW, THAT ALL CORF’ORATE INCOME TAX RETURNS REQUIRED BY TITLE 43 OF THE ARIZONA
REVISED STATUTES HAVE BEEN FILED WITH THE ARIZONA DEPARTMENT OF REVENUE, .

Ifurther declare under penalty of law that [ (we) have examined this report and the certificate, including any attachments, and to
the best of my {our} knowledge and belief they are true, correct and complete.

Name ﬂ?ﬁ—’RtOM ELU OTT Date / ‘/A 7 Name

Slgnaturm dﬁ% Signature_- W
Title PQES[ DENT C?F/ 'BOMh Title 5/’ QET;Q(Q,Y

(Signator(s) must be duly authorized corporate officer(s} listed in section 7 of this report.)




