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CPAs & BUSINESS ADVlSORS 

INDEPENDENT AUDITOR'S REPORT 

The Board of Directors 
Minnesota State University, Mankato Foundation, Inc. 
Mankato, Minnesota 

We have audited the accompanying statement of financial position of Minnesota State University, Mankato 
Foundation, Inc. (the Foundation) as of June 30,2008, and the related statements of activities and changes in net 
assets, and cash flows for the year then ended. These financial statements are the responsibility of the 
Foundation's management. Our responsibility is to express an opinion on these financial statements based on our 
audit. The financial statements of Minnesota State University, Mankato Foundation, Inc. as of June 30, 2007 
were audited by other auditors whose report dated September 27,2007, expressed an unqualified opinion on those 
financial statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the Foundation's internal control over financial 
reporting. Accordingly, we do not express such an opinion. An audit also includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements, 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 2008 financial statements referred to above present fairly, in all material respects, the financial 
position of the Foundation as of June 30,2008, and the results of its operations and its cash flows for the year then 
ended in conformity with accounting principles generally accepted in the United States of America. 

Mankato, Minnesota 
September 8,2008 

PEOPLE. PRINCIPLES. POSSIBII.ITIES. 
w w w . e i d e b a i l l y . c o m  

191 1 Excel Dr. IMonkoto, MN 56001- 6281 1Phone 507.387.603 1 1 Fox 507.387.6436 1EOE 



MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC. 
STATEMENTS OF FINANCIAL POSITION 
JUNE30,2008 AND 2007 

ASSETS 

Cash and cash equivalents 

Investments, at fair value 

Pledges receivable, net 

On deposit with Minnesota State University, Mankato 

Other assets 

Property and equipment, net of accumulated depreciation 


TOTAL ASSETS 

LIABILITIES AND NET ASSETS 

Accounts payable 

Annuities payable 

Bonds payable 


TOTAL LIABILITIES 

NET ASSETS 
Unrestricted 
Temporarily restricted 
Permanently restricted 

TOTAL NET ASSETS 

TOTAL LIABILITIES AND NET ASSETS 

See Independent Auditor's Report and Notes to Financial Statements 2 
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MINNESOTA STATE UNIVERSITY,MANKATO FOUNDATION, INC. 
STATEMENTS OF CASH mows 
YEARS ENDED JUNE30,2008 AND 2007 

CASH FLOWS FROM OPERATING ACTIVITIES 

Change in net assets 

Adjustments to reconcile change in net assets to 


net cash provided by operating activities: 

Net realized and unrealized losses 1 (gains) on investments 

Changes in discounts to net present value and 


allowances for uncollectible accounts 

Changes in carrying value of trusts and gift annuities 

Depreciation 

Contributions restricted for long-term investment 


Changes in assets and liabilities 

Pledges receivable 

Other assets 

On deposit with Minnesota State University, Mankato 

Accounts payable 

Annuities payable 


NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchases of property and equipment 
Purchases of investments 
Proceeds from sale and maturity of investments 

NET CASH USED JN INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Principal payments on bonds payable 
Proceeds from contributions restricted for long-term 

investments 

NET CASH PROVIDED BY FINANCING ACTIVITIES 

NET CHANGE IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 

CASH AND CASH EQUIVALENTS, END OF YEAR 

SUPPLEMENTAL DISCLOSURES OF 
CASH FLOW INFORMATION 


Cash payments for interest 

Noncash contributions 


See Independent Auditor's Report and Notes to Financial Statements 



MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC. 
NOTES TO FINANCIAL STATEMENTS 
YEARSENDED JUNE30,2008 AND 2007 

NOTE 1 - PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES 

Organization and Nature of Activities 

The purpose of Minnesota State University, Mankato Foundation, Inc. (the Foundation), a nonprofit organization, 
is to receive contributions and other property through fund raising and gift acceptance and to hold, invest and 
expend these amounts exclusively for the benefit of Minnesota State University, Mankato (the University). 

Basis of Presentation 

Nets assets and revenues, expenses, gains and losses are classified based on the existence or absence of donor- 
imposed restrictions. Net assets of the Foundation and changes therein are classified into the following 
categories: 

Unrestricted - Represent the portion of expendable funds that are not subject to donor-imposed 
stipulations and are available for support of the operations of the Foundation. 

Temporarily restricted - Those resources subject to donor-imposed stipulations that may or will be 
met, either by actions of the Foundation andlor the passage of time. Temporarily restricted net assets 
are reclassified to unrestricted net assets and reported in the statements of activities as net assets 
released fkom restrictions. Net assets are primarily released from donor restrictions when the purpose 
restriction is accomplished. 

Permanently restricted -Those resources that consist of contributions that may have been restricted by 
the donor that stipulate the resources be maintained permanently by the Foundation. Generally, the 
donors pennit the Foundation to use all or part of the income derived from the donated assets for either 
specified or unspecified purposes. 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited by donor- 
imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and losses in 
investments and other assets or liabilities are reported as increases and decreases in unrestricted net assets unless 
their use is restricted by donor-imposed restrictions. Expirations of temporary restrictions on net assets for which 
the stipulated purposes have been fulfded and for which the stipulated time period has elapsed are reported as 
reclassifications between the applicable classes of net assets. 

Contributions 

Contributions, including unconditional promises to give, are recognized as revenues in the period received. 
Conditional promises to give are not recognized until they become unconditional, that is, when the conditions on 
which they depend are substantially met. Contributions to be received after one year are discounted at a rate of 
5.5% which is considered commensurate with the risks involved. Amortization of discounts is recorded as 
additional contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. An 
allowance for uncollectible contributions is provided based on management's judgment, including such factors as 
prior collection history, type of contribution, and nature of fundraising activity. 

(continued on next page) 5 



NOTES TO FINANCIAL STATEMENTS 

Tmst Agreements 

The Foundation has entered into various trust agreements that provide, among other matters, that the Foundation 
as trustee shall pay to the beneficiaries an annual income payment until the income obligation is completed in 
accordance with the donor's trust agreement. Upon termination of the trust, the Foundation is to receive the 
remaining amounts held by the trust. Where the Foundation is the trustee, the assets of the trust are included 
within investments at fair value and the present value of estimated future payments to beneficiaries are recorded 
as annuities payable in the statement of financial position. A contribution is recorded when the trust is established 
as either temporarily restricted or permanently restricted based on the intention of the donor. 

The Foundation may also be a named beneficiary of a trust where the Foundation is not the trustee. The 
Foundation has recorded the net present value of the future cash flows from these trusts within the other assets. A 
contribution is recorded when the trust is established as either temporarily restricted or permanently restricted 
based on the intention of the donor. 

Gift Annuity Agreements 

The Foundation has entered into gift annuity agreements that provide that the Foundation shall pay to the 
designated beneficiaries a specified annual amount until the death of the designated beneficiaries. The 
Foundation records the assets received for gift annuities at fair value with a corresponding liabiity recorded for 
the present value of payments to be made to the designated beneficiaries with the residual amount recorded for the 
purposes designated when the gift is received. The Foundation records the present value of estimated future 
payments to annuitants in annuities payable in the statement of financial position. A contribution is recorded 
when the annuity agreement is established as unrestricted, temporarily restricted or permanently restricted based 
on the intention of the donor. 

Cash and Cash Equivalents 

For purposes of the statement of cash flows, the Foundation considers all demand, savings, and certificates of 
deposits to be cash equivalents. Money market accounts with brokerage fmare considered investments. At 
times, the Foundation's demand, savings, and certificates of deposits with financial institutions exceed the FDIC's 
insurance limit of $100,000. 

Concentrations of Credit Risks 

Financial instruments that potentially subject the Foundation to concentrations of credit risk consist principally of 
temporary cash investments and receivables arising from promises to give. The Foundation places its temporary 
cash investments with brokerage houses and various financial institutions and limits the amount of exposure to 
any one institution. Concentrations of credit risk with respect to receivables arising from pledges receivable are 
limited due to the large number of contributors comprising the Foundation's contributor base and their dispersion 
across geographic areas. However, at June 30, 2008, unconditional pledges receivable include two donors' 
balances which approximated 62% of the total pledges receivable. 

(continued on next page) 



NOTES TO FINANCIAL STATEMENTS 

Risks and Uncertainties 

The Foundation invests in various investment securities. Investment securities are exposed to various risks such 
as interest rate, market, and credit risks. Due to the level of risk associated with certain investment securities, it is 
at least reasonably possible that changes in the values of investment securities will occur in the near term and that 
such changes could materially affect account balances as recorded in investments in the statements of financial 
position. 

Investments 

The Foundation carries investments in marketable securities with readily determinable fair values and all 
investments in debt securities at their fair values in the statement of financial position. Fair values are determined 
by quoted market prices. Unrealized gains and losses are included in the change in net assets in the 
accompanying statement of activities. For management efficiency, invested assets of various accounts are pooled 
and the income and realized and unrealized gains and losses from those investments are allocated to the individual 
accounts based on the relationship of the fair value of each account to the total fair value of all the accounts, as 
adjusted for additions to or deductions from those accounts. 

Property and Equipment 

The Foundation carries its property and equipment at cost if purchased and at estimated fair value as of the date 
received if donated. The Foundation recognizes the receipt of donated property and equipment as a contribution. 
Such donations are reported as unrestricted revenues unless the donor has restricted the donated asset to a specific 
purpose. Assets donated with explicit restrictions regarding their use and contributions of cash that must be used 
to acquire property and equipment are reported as restricted revenues. Absent donor stipulations regarding how 
long those donated or acquired assets must be maintained, the Foundation reports expirations of donor restrictions 
when the donated or acquired assets are placed in service. The Foundation reclassifies temporarily restricted net 
assets to unrestricted net assets at that time. Property and equipment are depreciated over their estimated useful 
lives of 10years using the straight-line method. Land is not subject to depreciation. 

Income Taxes 

The Foundation is a nonprofit organization, exempt for federal income taxes under the Internal Revenue Code 
Section 501 (c) (3) and qualifies as a tax-exempt organization under applicable statutes of the state of Minnesota. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

(continued on next page) 



NOTES TO FINANCIAL STATEMENTS 

NOTE 2 - INVESTMENTS 

Investments consist of the following at June 30,2008 and 2007: 

Equity mutual funds 

Fixed income mutual funds 

Balanced investment mutual fund 

Real estate share and units 

Money market funds 

Life insurance contracts 

Other investments 

Equity securities 

Fixed income securities 


Total 

NOTE 3 - PLEDGES RECEIVABLE 

Unconditional pledges receivable, less an allowance for uncollectible amounts, are recognized as revenue in the 
period received. Conditional pledges are recognized when the conditions on which they depend are substantially 
met. 

Pledges receivable at June 30,2008 and 2007 is as follows: 

Receivable in less than one year 

Receivable in one to five years 

Receivable in more than five years 


Less discounts to net present value at 5.5% 

Less allowance for uncollectible pledges 


Net pledges receivable 

(continued on next page) 8 



NOTES TO FINANCIAL STATEMENTS 

NOTE 4 - PROPERTY AND EQUIPMENT 

Property and equipment consist of the following at June 30,2008 and 2007: 

Land 
Equipment - signage and outdoor marquee 
Less accumulated depreciation 

Total 

$ 774,648 
246,365 

(184,780) 

$ -
246,365 

(160,134) 

NOTE 5 - LONG-TERM DEBT 

Long-term debt consists of the following at June 30,2008 and 2007: 

Bonds payable, collateralized by a security interest in the 
right to payment consisting of unconditional promises to 
give to the Foundation forthe Taylor Center Campaign; 
payable annually in varying amounts through December 1, 
2012, with interest at 5.14% per annum. $ 1,590,000 $ 2,032,000 

Future scheduled maturities of the above debt are as follows: 

Years Ending June 30. 

$ 

Amount 

442,000 
432,000 
244,667 
244,667 

(continued on next page) 9 



NOTES TO FINANCIAL STATEMENTS 

NOTE 6 - RELATED PARTY TRANSACTIONS 

The Foundation has an agreement with the University whereby the University has agreed to furnish space and 
provide services for the operations of the Foundation. In return, the Foundation has agreed to expend its revenues 
exclusively for the benefit of the University. 

For the years ended June 30, 2008 and 2007, the following University expenditures on behalf of the Foundation 
were identified: 

Salaries, wages and fringe benefits 
Space 
Consultants, training and other costs 

Total 

NOTE 7 - RESTRICTED NET ASSETS 

Temporarily restricted net assets are available for the following purposes at June 30,2008 and 2007: 

Educational 
Buildings and improvements 

Total 

Permanently restricted net assets are available for the following purposes at June 30,2008 and 2007: 

2008 2007 

Endowment funds 
Gift annuity and trust funds 

Total $ 27,463,092 $ 19,129,099 




