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INDEPENDENT AUDITORS' REPORT

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, 2007, and the related statements of activities,
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 the Foundation as of June 30,
2006, were audited by Peterson & Company, P.A., whose practice became a part of LarsonAllen, LLP
effective January 1, 2007), whose report dated August 17, 2006, expressed an unqualified opinion on
those 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 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 Minnesota State University, Mankato Foundation, Inc. as of June 30, 2007, and the
changes in its net assets and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America.
;\/mm% L4

LarsonAllen LLP

Austin, Minnesota
September 27, 2007
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Ig X A LarsonAllen LLP is a member of Nexia International, a worldwide network of independent accounting and consulting firms.
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MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2007 AND 2006

ASSETS

Cash

Investments, at Fair Value

Pledges Receivable, Net

Other Receivables

On Deposit with Minnesota State University, Mankato
Equipment, Net of Depreciation

Total Assets

LIABILITIES AND NET ASSETS
LIABILITIES
Annuities Payable
Accounts Payable
Bonds Payable
Total Liabilities
NET ASSETS
Unrestricted
Temporarily Restricted
Permanently Restricted
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

)

2007 2006
$ 100,858 $ 155,512
24,358,354 20,982,034
9,334,514 2,755,141
63,134 30,388
3,514 1,185
86,231 110,867
$ 33,946,605 $ 24,035,127
$ 1,602,379 $ 1,557,563
121,755 145,203
2,032,000 2,474,000
3,756,134 4,176,766
9,625,196 7,665,407
1,436,176 1,343,507
19,129,099 10,849,447
30,190,471 19,858,361
$ 33,946,605 $ 24,035,127




(€)

‘Sjuswele}s feroueul4 0} sejoN Buifuedwoooe sas

19c'858'61L $ hP'6v8'0L § 205'eve’l ¢ 201'699°L ¢ 1.7'06L°0¢ $ 660'6ZL'6) $ olL'gev’t § 961'629'6 ¢ ONIAN3 - S13SSV L3N
€81'812'8} S1.'660°01) 915'892°L 256'618'9 19¢'858'64 LyP'6v8'0lL 20S'eve’lL 20¥'699°L Butuuibeg - sjessy 18N
8.1'0v9'}L zeL'evL 166'v. GSh'G18 0LL'Zee0l 2s9'6.2'8 69926 68.'656"} S13SSV LIN NI ASVIHONI
88Z'LES'Y - - 88Z'LES'y 028'c9l‘s - - 0z8'c9l’s sasuadx3 [ejoL
pSe111L'e - - pSeL1LL'Z 6£5'/22'2 - - 6£5'222'2 $801A19G poddng [ejo
160'.¢€) - - 160'2€) 896'Ch) - - 896°Cl) asuadx3 jsasay|
9€9'vZ - - 9£9'vZ 9e9'¥C - - 9€9'¥2 uopepaidaq juewdinb3 pue Apadoid
K14 - - K34 2.0's - - 2.0's sasuadx3 juawdinb3 pue Apadoid
8L¥'0S - - gL¥'0S - - - Ayisianiun Joj sasuadxy Gunaxep
So¥'LL - - SO¥'LL 9¢€1°201 - - 9€1°201 $984 Juswabeuely pue jsni] jusuisanul
zeL'sl - - zel'sl ov6'se - - ov6'se s9a84 Buiunoddy pue Jipny ‘[ebe
851'66Z - - 851'66Z 959'v6Z - - 959'v62 sasuadx3 aAljel)SIUIWPY PUE [eaudD
291'€0S°} - - 291'€0S'} LEL'199') - - LEL'199') juswdojanag pue uoiowo.d - Buisiespund
:s901M0G Hoddng
¥€6'611'C - - y€6'6L1'C 182'96'C - - 182'9¢6'C sasodind [euoljeanp3 10} suolnquisia
) saoinag weibold
SIASNIAJIX3
99r'LLL'9 zZeL'eyrL 166'vL evL'ove's 0£6'G6%'S ) 269'6.2'8 699'C6 609'€ZL 'L poddng Jay)O pue senuanay [ejol
- 8y (669'692) 192'692 - 000051 (590'602) G90'6S uoledyIsse|oay pue
uoIdLIISaY WOI) pases|ay S}assy 1N
99r'LLL'9 ¥62'6¥. 069'PE 28v'LL0's 0£6'G6¥'G L 259'621'8 P€L'10€ PrS'v90°L poddng JayjO pue sanuanay |ejo L
8.0'62 - 000'6 8.0'0Z oov'sy - - oov'sy senuanay snoaue||adsiN
L16'611) - €L1'1L 127K:17 Wo'vLL - €29'G9 89¢°'80} anuansy sediaeg Hoddng
08Z'6€ L€€°12 £¥6'L) - 696'ch) 0£8'09 6£l'cs - saninuuyY Yo
pue sjsni] jo anjep Buikes u abueyn
L59'01°) - - 259'011'L 129'01€'C - - 129'01€'C sjuswisaAau|
uo SuleS) pazijealur) pue pazieay JaN
G6€'8.¢€ - - G6£'8.€ 062'c29 - - 062'€Z9 aWodU| Juawlisaau|
6E6'8LL'L - - 6€6'821°} 1¥0'992'L - - 170'992"} NS woy yoddng ysesuoN
82£'061 - - 82¢'061) 829°1€S 000'zz - 829'605 puURd-ul sy
z/8'g80'c ¢ 166°L22 $ pis'ovz ¢ Wwe'vLL'ez ¢ ove'zev'ol ¢ zee'oro’s $ FAA A 961'¢0Z’c ¢ suonnquiuod
140ddNS Y3IHLO ANV SINNIATY
110 | palousay pajosay pajousalun elo| pajpusay pajpusay pajousalun
Apusuewiad - Auesodwa | Ajusuewiad Ajesodwa |
9002 1002

9002 ANV 2002 ‘0€ ANNF A3AN3 SHVIA
S13SSV L3N ANV S3LLIAILDV 40 SININW3LVLS
"ONI ‘NOILYANNO4 OLVYINVIN ‘ALISHIAINN 1V.LS VLOSANNIN



MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2007 AND 2006

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 Gain on Investments
Changes in Discounts to Net Present Value and
Allowance for Uncollectible Amounts
Changes in Carrying Value of Trusts and Gift Annuities
Depreciation
Contributions Restricted for Long-Term Investment
(Increase) Decrease in:
Pledges Receivable
Due from Minnesota State University, Mankato
Other Receivables
Increase (Decrease) in:
Annuities Payable
Accounts Payable
Due to Minnesota State University, Mankato
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Investments
Proceeds from Sale and Maturity of Investments
Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of Bonds
Proceeds from Contributions Restricted for Long-Term
Investments
Net Cash Provided by Financing Activities

NET INCREASE (DECREASE) IN CASH
Cash - Beginning of Year

CASH - END OF YEAR

SUPPLEMENTAL INFORMATION
Cash Payments for Interest
Noncash contributions

See accompanying Notes to Financial Statements.
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2007 2006
$ 10,332,110 $ 1,640,178
(2,310,621) (1,140,657)
(108,547) (97,111)
(113,969) (168,697)
24,636 24,636
(8,024,822) (727,957)
499,884 477,088
(2,329) (1,185)
(32,746) 27,866
44,816 140,158
(23,448) (37,989)

- (12,828)

284,964 123,502
(22,731,486) (10,454,078)
21,779,756 10,187,624
(951,730) (266,454)
(442,000) (442,000)
1,054,112 727,957
612,112 285,957
(54,654) 143,005
155,512 12,507

$ 100,858 $ 155512
$ 127164 $ 149,882
$ 1797669 $ 1375267



NOTE 1

MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The purpose of Minnesota State University, Mankato Foundation, Inc. (Foundation), a
nonprofit organization, is to receive monies 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 (University).

Basis of Presentation

Net 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 and/or 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 from restrictions. Net assets are
primarily released from donor restrictions when the purpose restriction is accomplished.

Permanently Restricted — Those resources that consist of contributions that have been
restricted by the donor that stipulate the resources be maintained permanently by the
Foundation. Generally, the donors permit 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 on investments and other assets or liabilities are
reported as increases or 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 fulfilled 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 percent 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.

®)



NOTE 1

MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Trust 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 donors 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 establish 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 other receivables. A contribution is recorded when the trust is establish
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 liability recorded for the actuarially determined 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 establish 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
deposits, and certificates of deposits to be cash equivalents. Morney market accounts with
brokerage firms are considered investments. The Foundation’s demand deposits, savings,
and certificate of deposits with financial institutions exceeded its FDIC insurance by $22,114
at June 30, 2007; FDIC insurance adequately covered such deposits at June 30, 2006.

Concentrations of Credit Risk

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 financial institutions and
limits the amount of exposure to any one financial 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, 2007, unconditional pledges receivable
include two donors’ balances which approximated 86 percent of the total pledges
receivable.

(6)



NOTE 1

MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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.

Equipment

The Foundation carries its 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. Equipment is depreciated over its estimated useful life
of 10 years using the straight-line method.

Income Taxes

The Foundation is a nonprofit organization exempt from federal income taxes under 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 accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Reclassifications

Certain amounts in 2006 have been reclassified for cornparative purposes to conform with
the presentation in 2007. The reclassifications have no effect on the previously reported net
assets as of June 30, 2006, or net increase in assets for the year ended June 30, 2006.

0



MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

NOTE2 INVESTMENTS

Investments at fair value consist of the following at June 30, 2007 and 2006:

2007 2006

Equity Mutual Funds $ 12,743,758 $ 9,961,713
Fixed Income Mutual Funds 5,980,133 496,671
Balanced Investment Mutual Fund 2,290,308 262,591
Money Market Funds 967,624 697,945
Equity Securities 160,400 5,599,675
Fixed Income Securities 210,841 3,800,050
Real estate shares and units 1,853,881 53,418
Life Insurance Contracts 110,000 99,000
Other investments 41,409 10,971

Total $ 24,358,354 $ 20,982,034

NOTE3 PLEDGES RECEIVABLE
Unconditional pledges receivable, less an allowance for uncollectible amounts, are
recognized as revenue in the period received. Conditional pledges receivable are
recognized when the conditions on which they depend are substantially met.

Pledges receivable at June 30, 2007 and 2006 is as follows:

2007 2006
Total Pledges Receivable $ 9,626,729 $ 3,155,903
Less: Discounts to Net Present Value at 5.5% 232,352 336,478
Less: Allowance for Uncollectible Amounts 59,863 64,284
Net Unconditoinal Pledges Recievable $ 9,334,514 $ 2,755,141

Anticipated collection of pledges receivable as to June 30, 2007 is as follows:

Receivable in Less than One Year $ 7,787,538
Receivable in One to Five Years 1,585,514
Receivable in Six to Ten Years . 253,677

Total Unconditional Promises to Give $ 9,626,729

(8)



MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

NOTE4 EQUIPMENT

Equipment consists of the following at June 30, 2007 and 2006:

2007 2006
Equipment - Signage and Outdoor Marquee $ 246,365 $ 246,365
Less: Accumulated Depreciation 160,134 135,498
Total $ 86,231 $ 110,867

NOTES5 BONDS PAYABLE
Bonds payable consist of the following at June 30, 2007 and 2006:

Description 2007 2006

Bonds Payable, Collateralized by a Security Interest in the

Right to Payment Consisting of Unconditional Promises to

Give to the Foundation for the Taylor Center Campaign;

Payable Annually in Varying Amounts through December

1, 2012, with Interest at 5.14% Per Annum $ 2,032,000 $ 2,474,000

Future scheduled maturities of the above debt are as follows:

Year Ending June 30, Amount
2008 $ 442,000
2009 442,000
2010 432,000
2011 244,667
2012 244,667
Thereafter 226,666
Total $ 2,032,000

NOTE6 RELATED PARTY TRANSACTIONS

The Foundation has an agreement with the University whereby the University has agreed to
furnish provide space and services for the operation 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, 2007 and 2006, the following University expenditures on
behalf of the Foundation were identified:

2007 2006
Salaries, Wages and Fringe Benefits $ 923,065 $ 856,393
Space 54,000 52,472
Consultants, Training and Other Costs 288,976 270,074

Total $ 1,266,041 $ 1,178,939
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MINNESOTA STATE UNIVERSITY, MANKATO FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

NOTE7 RESTRICTED NET ASSETS
Temporarily restricted net assets consisted of the following at June 30, 2007 and 2006:

2007 2006

Funds Available for Educational Purposes in
Future Periods $ 1,436,176 $ 1,343,507

Permanently restricted net assets consisted of the following at June 30, 2007 and 2006:

2007 2006
Endowment Funds $ 18,879,874 $ 10,611,543
Gift Annuity Funds 249,225 237,904

Total $ 19,129,099 $ 10,849,447
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