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i P.A.
| CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Jackson State University
Development Foundation, Inc.
Jackson, Mississippi

We have audited the accompanying consolidated statement of financial position of Jackson State
University Development Foundatian, Inc. {a Mississippi corporation, not-for-profit) and its subsidiaries as
of June 30, 2017 and the related consolidated statements of activities and cash flows for the years then
ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We did not
audit the financial statements of University Parlc of Jackson I, LLC, URJ I, a wholly owned subsidiary,
which statements reflect {otal assets of $22,269,707 as of June 30, 2017, and rent revenues $1,173,630
for the year then ended. Those statements were audited by other auditors whose report has been
furnished to us, and our opinion, insofar as it relates to the amounts included for UPJ |, is based solely on
the report of the other auditors. 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 involves performing procedures fo obtain audit evidence about the amounts and disclosures in
the financial statements. The proceduwres selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial stalements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the 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
the 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 financlal stataments.

We bslieve that the audit evidence we have obtained is sufficlent and appropriate to provide a basis for
our audit opinion.

308 HIGHLAND PARK COVE » RIDGELAND, MS 39157 « (601) 353-5423 » FAX (601) 3563-5426




Basis for Qualified Opinion

As discussed in Note 2{M) to the consolidaled financial statements, Management of University Park of
Jackson 1, LLC identified identified events and circumstances which indicate that the carrying value of the
Company's leng-lived assets may be impaired. However, the Company has not completed an impairment
analysis of the carrying value of its long-lived assets which is a departure from GAAP. This departure from
GAAP could have a material effect on the carrying value of long-lived assets and member's equity as of
June 30, 2016 and on the resuits of operations for the year then ended,

Opinion

in our opinion, except for the effects of any adjustments that may result from an impairment analysis of
the Company's long-lived assets, as described in the Basis for Qualified Opinion paragraph, the
consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Jackson State University Development Foundation, inc. as of June 30, 20617, and the changes
in its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America,

Report on Summarized Comparative Information

We have previously audited the Jackson State University Development Foundation, Inc.'s 20186 financial
staltements, and expressed an unmodified audit opinion on those audited financial statements in our report
dated September 16, 2018, . In our opinion, the summarized comparative information presented herein as
of and for the year ended June 30, 2018, is consistent, in' all material respects, with the audited financial
statements from which it has been derived,

Prowsn, &, % Co,

Ridgeland, Mississi
December 17, 2018




EXHIBIT !

JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
Statemeant of Financial Position
June 30, 2017

{With Summarized Financial Information for 2016)

ASSETS 2017 2016
Cash and cash equivalents {Note 2.G and 6) $ 3,285175 $ 3673878
Reslricted cash and cash equivalents {Note 9) 110,414 110,414
investmenis (Note 8)

t1.5. Savings Bonds 24,016 23,879
Certificate of deposits 133,092 132,119
Marketable securities (Note 7.B) 17,437,112 15,208,384
Accounts receivable 115,745 97,361
Loans receivable (Note 10} 5,380,372 5,341,857
Unconditional promises to give, nst (Note 3) 4,206,499 4,049,348
Deferred financing costs (Note 2.K) - 4,332
Other assets 7,952 8,104
Property and Equipment (Net of accumitated depreciation)
Land (Note 25} 1,896,295 1,896,296
Building/facility 18,849,097 18,817,071
Improvements 288,400 288,400
Histerical books and periodicals 808,020 808,020
Office equipment at cost 1,170,452 1,170,452
Accumulated depreciation {4,287,843) - (3,578,379)
Canstruction in progress {(Note 26) 3,715,542 3715542

TOTAL ASSETS $ 53,121,381 551,767,078

LIABILITIES
Accounts payable and other liabilities (Note 30) $ 1,367,600 $ 1,708,535

Accrued interest payatle 441 741 308,442

Funds held in frust (Nofe 24) 8,732 9,081
Line of credit payable (Note 13} 4,785,832 4,795,518
Notes payable, current portion 9,642,370 275,830
Note payabtle, less current portion 4,946,035 14,439,422

TOTAL LIABILITIES 21,192 310 21,537,829

NET ASSETS
Unrestricted 9,914,038 11,637,061
Temporarily restricted 2,208,307 2,207,017
Permanently restricted 19.8056,825 16,985 171

TOTAL NET ASSETS 31,929,071 30,229,249

TOTAL LIABILITIES AND NET ASSETS $_53.121.381 $.51,767,078

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

JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
Statement of Activities
For the Year BEnded June 30, 2017
(With Summarized Financiai information for 2016)

Temperarily Permanently

SUPRORT AND REVENUE Unrestricted  Restricted Restricted 2017 2018
Contributions $ 232620 $1,007538 3 1118484 § 2448652 $ 2473152
Interest and dividend income 1,898 36 357,681 359,485 340,666
Realized gain {loss) on sale of Invesiments - 28 279,779 279,808 186,128
Rent revenue 1,173,630 - - 1,173,630 1,132,496

Gain on extinguishments of New Market Tax

Credit ohligation - - - - 4,026,960
Other revenue 291,581 198,535 (218) 483,900 1,017,993
Unrealized gain (loss) on investments . 119 1,302,920 1,303,039 {695,933)
Net assets released from restriclions:

Satisfaction of program restriclions 1574094 (1332567 (241.527) - -
TOTAL SUPPORT AND REVENUE 3,273,823 (36 310y 2.817.001 6.054,514 8,481.461
EXPENSES

Supporting Services:

Institutional support 132,860 - - 132,960 285,568
Scholarship 124,832 - - 124,832 317,470
Athietic suppor 258 4865 . - 258,465 521,054
Academic support 8,935 - - 8,936 9,608
Operating expenses 575,383 - - 575,383 673,104
General and administrative 2,256,796 - - 2,256,796 3,553,673
Interest expense 553,180 - - 553,180 704,808
Depreciation and amortization 715,798 - - 718,798 150,490

TOTAL EXPENSES 4,626,350 - - 4,626,350 8816675
Changes in Net Assets (1,352,527) {36,310} 2,817.001 1,428,164 1,664,786
Net Assels, Beginning of year as previously

reported 11,037,061 2,207.017 16,985,171 30,229,249 28,625,340

Prior period adjustment 1,331,682 - - 1,331,682 573,130
Net Assets, Beginning of year as restated 12,368,743 2207017 169885171 31,560,931 28,258 470
Other changes in nat assets
Transfer In (out} (332,200) 37,600 3,653 (280,947) 35,000
Eliminate investment in subsidiary (UPJ {1) (769,077} - - (769.077) (769,007)
Total other changes in net assets (1,101,277 37,600 3,653 (1,080.024) {734,007}
NET ASSETS END OF YEAR $.89914030 52208307 $19.805825 $31.828071 §_30220249

The accompanying notes are an integral part of these financial statements.
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EXHIBIT il
JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
Statement of Cash Flows
For the Year Ended June 30, 2617
{With Summarnzed Financial Information for 2018}

2017 2018
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 1,428,164 3 1,664,786
Adjusiment to reconcile increase or decrease in net
assets to net cash provided by (used in) operating
activilies:
Depreciation and amoriization 711,463 737410
Amortization expense 4,332 13,080
Gain on New Market Tax Credif obligations - {4,025 860}
Unrealized gain or (foss) on Invesiments 4,303,038 {555,933}
Amorization of debt issurance costs 126,907 110,100
Prior pericd adjustment 866,733 {95,877)
Straight-fine rent receivable - 98,780
{Increase) decrease in operating assetls:
Accounts receivable {18,384) {47.067)
Uncenditional promise to give {157,151) 2,647,145
Notes receivable {18,516) (839,457}
Due from other funds {307,353) (15.793)
Bue from component unit {138,694} {1,038,304)
Other assels 112 (2.812)
Increase {decrease) in operating liabilities:
Accounts payable and scholarships payable {196,418} 612,940
Accrued inlerest payabie {18,076} 24,041
Due to other funds 138,694 1,039,304
Funds held in {rust {349} -
Net cash (used in} cperating activities 3,724 503 184683
Cash flows from investing activities
Proceeds from sale of investment securities - 382,037
interest and dividend income 359,485 340,666
Acqguisition of land and construction in progress (32.026) {28,798)
increase in investment securities (2,225,852) -
Other investing activities (1,953.191) 1,193 815
Met cash provided by (used in) investing aclivities {3.851.584) 1.887.720
Net cash provided by (used in) financing aclivities
Proceeds from notes payable - 9,532 000
Principal payment on note {260,621) {10,089,247)
lL.oan acguisition cost - {279.275)
Net eash provided by {used In) financing aclivities {260,621) {836 522)
Nat increase (degrease) in cash and cash equivalenis {387,702} 1,235,881
Cash and cash equivalents at Juiy 1 3,673 878 2.437.997
Cash and cash equivaiends at June 30 $ 3,286,178 § 3,673 878
Supplemental Disclosure of Cash Flow Information
Interest paid 5 418345 3 417,772

The accompanying notes are an integral part of these financial statements.
5




JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statemenis
June 30, 2017

NOTE 1 - ORGANIZATION'S HISTORY AND OPERATING STRUCTURE

A. REPORTING ORGANIZATION

The Jackson State University Development Foundation, Inc., (the Feoundation) was incorporated
February 5, 1969. This corporation was established to act as an association for the establishment of
college scholarships on a long term payment plan within the provisions of House Bl 1335, Laws of
1868, and related statutes.

Missions and objectives are to operate exclusively for educational and scientific purposes, all for the
public welifare, and to this end lo promote, encourage, and assist all forms of education and research
at Jackson State University.

in evaluating the Foundation as a reporting organization, management has addressed potential
component units for which the Foundation may or may not be financially accountable and as such, be
includible within the Foundation's financial statements. The component unit discussed below is
included hecause of the significance of its operational or financial relationship with the Foundation,

B. COMMUNITY DEVELOPMENT INVOLVEMENT

1. Land Acquisitions

As part of the community development project sponsored by the Foundation, it has acquired land
parcels east of the JSU campus from private sellers, the City of Jackson, and the Jackson
Redevelopment Authority. The land assembly permits the Foundation through a wholly-owned
affiliate, University Park of Jackson |, LLC (UPJ 1), to develop a building at the corner of Dalton and
Lynch Streets across the street from the JSU Student Center, The land for which these funds have
been expended by UPJ Il is held by UPJ Il and pledged as collateral for certain foans to UPJ i, as
described more fully in Note 25,

2. Construction Projects

The Foundation, consistent with its mission to support JSU, decided in 2006 and 2007 to fund the
development of a major renewal of the neighborhood of West Jackson, an area running generally
between the JSU campus east to the railroad tracks west of downtown Jackson. This redevelopment
effort seeks to upgrade the entire campus area to broaden the University's appeal to students, faculty
and staff, as the Universily grows to serve a larger number of state and out-of-state students. The
first phase of the redevelopment is a mixed-use building on Lynch Street consisting of 78 apartmenis
and 22,000 square feet of ground-floor retail space with surface parking on the adjoining land.
Subsequent phases may include housing and additional mixed-use facilities, UPJ I {(see Note 1 C.3),
a wholly-owned affifiate of the Foundation, is the development entity responsible for the mixed-use
building. Other entities that will be affliates of the Foundation will have responsibility for the
subsequent phases of the overall project.




JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

2. Construction Projects (Continued)

UBJ I arranged for the financing of the initial phase under & federal program called New Markets
Tax Credits (NMTCs). The primary parties {o this financing inciuded Trustmark Bank of Jackson,
MS which made a loan for the benefit of the project and bought the federal and state tax credits
related to the project; the Local Initiatives Support Corporation/National Equity Fund (LISC), a
national nonprofit organization that specializes in communily development activities; and Hamptan
Roads Ventures, (HRV) and MBFC CDE, Inc., which are also active in communily developrent
projects. The loan amounts, capital costs, cash balances and ofther amounts shown in this financial
report for the Foundation are in substantial part the assets, loans, and related financing and costs
of UPJ il The closings on the NMTC financing occurred on June 8, 2008 and on April 28, 2010.

The Foundation has made loans directly to UPJ i} to permit it to pay predevelopment costs and
meet other obligations. Some of these funds will be repaid by UPJ Il over the course of the
development of the mixed-use building. The amounts of these loans are included in the financial
statements of the Foundation.

C. PRINCIPLES OF CONSOLIDATION

The consclidated financial statements include the accounts of Jackson State Universily Development,
Foundation Holdings, LLC, and Unfversity Park of Jackson II, LLC {collectively, the Foundation). All
significant intercompany transactions have been eliminated upon consolidation.

The following is a summary of the subsidiaries:

1.

Jackson State University Development Foundation Holdings, LLC was formed in May 2008. The
LLC is a wholly owned subsidiary of the Foundation, The LLC serves as the entity to title all land
acquisitions or other assets acquired by the Foundation.

University Paric of Jackson |, LLC was formed in June 2007. The LLC is a wholly owned subsidiary
of the Foundation. The LLC was formed fo serve as developer of a project intended to provide for-
sale housing in the vicinity of JSU's main campus.

University Park of Jackson H, LLC was formed in September 2007 . The LLC is a wholly owned
subsidiary of the Foundation. The LLC was formed to develop and operate a mixed use project
containing approximately 75 rental housing units for JSU junior facully and graduate students,
approximately 25,000 square feet of new retail and office space and approximately 200 parking
spaces at the corner of Dalton and Lynch street across from the new JSU Student Center.



JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Basis of Accounting

The consolidated financial statements of the Foundation have been prepared on the accruat basis
of accounting and, accordingly, reflect all significant receivables, payables, and other liabilities.

Financial Statement Presentation

The Foundation is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets,
and permarnently restricted net assets.

1. Unrestricted: Net assets that are not restricted by donars or the donor-imposed restrictions
have expired. Member's net income or deficit of the subsidiaries are included in unrestricted
net assets of the Foundation.

2. Temporarily Restricted: Net assets that contain donor-imposed restrictions that permit the
Foundation to use or expend the donated assets as specified and are satisfied either by the
passage of time or by actions of the Foundation.

3. Permanently Restricted: Net assets that contain donor-imposed restrictions that stipulate
that resources be maintained permanently but permit the Foundation to use or expend part
or all of the income derived from the donated assets for specified or unspecified purpases.
Permanently restricted net assets consist of funds restricted for scholarships.

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.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support, depending on the existence or nature of any donor restrictions. Support that is
restricted by the donor is reported as an increase in unresiricted net assets if the restriction
expires in the reporting period in which the support is recognized. All other 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 and reported in the Statement of Activilies as net assets
released from restrictions,




JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC,
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

Promises to Give

Unconditional promises to give, less an allowance for Uncollectible amounts, are recognized as
revenue In the period received and as assets, decreases of labilities, or expenses depending on
the form of the benefits received. Conditional promises to give are recognized when the conditions
on which they depend are substantially met.

Deferred Revenue /

Revenue received for future benefit is deferred and recognized in the periods to which it relates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Foundation considers all unrestricted highly
liquid investments available for current use with an initial maturity of three months or less to be
cash equivalents.

Property and Equipment

i is the Foundation's policy o capitalize property and equipment over $500. Lesser amaunts are
expensed. Purchased property and equipment is capitalized at cost. Donations of property and
equipment are recorded as contributicns at their estimated fair value. Such donations are reparied
as unrestricted contributions 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 contributions,
Absent donor stipulations regarding how long those donated assets must be maintained, the
Foundation reports expirations of donor restrictions when the donated or acquired assets are
placed in service as instructed by the donor. The Foundation reclassifies temporarily resfricted nat
assets to unrestricted net assetls at that time. Property and Equipment are depreciated using the
straight-line method over the estimated useful lives of the assets.

Income Taxes

Jackson State University Development Foundation, Inc. Is a nonprofit organization that is exempt
from income tax under Section 501(c)3 of the Internal Revenue Code and classified by the
Internal Revenue Service as other than a private foundation. However, Unjversity Park of Jackson
1 is a for profit entity and a wholly owned subsidiary of the Foundation whose financlal activities
are consolidated with those of the Foundation. As such, the Foundation maybe subject to federal
income tax from income earned by University Park of Jackson I1.

The Foundation accounts for income taxes in accordance with income tax accounting guidance in
FASB ASC Topic 740, "Income Taxes. On July 1, 2010, the Foundation adopted the recent
accounting guidance for recognizing and measuring uncertain tax positions. The Foundation
foliows the sfatutory requirements for its income tax accounting and generally avoids risks
associated with potentially problematic tax positions that may be challenged upon examination.
Management believes any liabilily resulting from taxing authorities imposing additional income
taxes from activities deem to be unrelated to the Foundation's tax-exempt status would not have a
material effect on the Foundation's consolidated financial statements.
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC,
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

investments

investments in marketable securities with readily determinable fair values and all investments in
debt securities are reported at their fair values in the statement of financial position. Unreafized
gains and losses are included in the change in net assets, Investment income and gains restricted
by a danor are reported as increases in unrestricted net assets if the restrictions are met (either by
passage of time or by use) In the reporting pericd in which the income and gains are recognized.

Deferred Financing Costs

Deferred financing costs consists of costs ta oblain long-term borrowings and are classified as a
reduction to long-term debt. Amortization of deferring financing costs is provided on a straight-ling
basis over the forty (40} year life of the loan agreement beginning July 1, 2008. Amoriization of
deferred financing costs amounted to $110,100 for 2016 and is included in interest expense of the
accompanying statements of operations. As a result of repayment of the LISC and HRV Loans, A,
B and C in August of 2015, Universily Park of Jackson Il, LLC wrote off $1,093,466 of deferred
financing costs. This write off of deferred financing costs is reported as a reduction of the gain on
extinguishments of New Market Tax Credit obligations account in the statements of operations for
fiscal year 2016,

Construction in Progress

Construction in progress is stated at cost and consists of costs incurred to construct the facility.
interest costs attributable to construction of the facility are capitalized and totaled $194,831 as of
June 30, 2017.

Asset Impairments

The Feundation evaluates its properly and related long-lived assets for impairment whenever
events or circumstances indicate that the carrying amount of the assets may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount
of the asset to the estimated undiscounted future cash flows expected to be gensrated by the
asset, If the carrying amount of an asset exceeds its estimated future cash flows, an impalrment
charge is recognized by the amount by which the carrying amount of the asset exceeds the fair
value of the assel. Assets to be disposed of would be separately presented in the statement of
financiat position and reported at the lower of the carrying amount or fair value less costs to sell
and are no longer depreciated. The assets and liabilities of an asset group classified as hald for
sale would be presented separately in the appropriate asset and llability sections of the balance
sheet.

Managament of University Park of Jackson |I, LLC has determined that events and circumstances
exists which indicate that carrying value of its long-lived assets may be impaired. However, the
Company has not compieted an impairment analysis of the carrying value of its long-lived assets
which is a depariure from GAAP, Management has determined that completion of an impairment
analysis would likely resuit in a material reduction to the carrying value of the Company's rental
property and member's equity as of Jupe 30, 2016 as well as an increase to the Company's net
loss for the year ended June 30, 2016,

10



JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

NOTE 3 - UNCONDITIONAL PROMISES TO GIVE

Unconditional promises to give at June 30, 2017 and Jure 30, 2016 are as follows:

Promises lo give expected 1o be collected in: June 30, 2017 June 30, 2018
Less than one year $ 1,508,478 5 1,225,315
One lo five years 3,741,519 4,144,465
More than five years 800,051 662.662

6,051,048 6,032,442

Less: Allowarnce and discounts for uncollectible promises to give (690.676) {690 585)

Nef unconditional promises to give $_ 5380372 5. 53418567

NOTE 4 - FUNCTIONAL ALLOCATION OF EXPENSES

The costs of providing the various programs and activities have been summarized on a functional basis in
the statement of activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

NOTE § - FAIR VALUES OF FINANCIAL INSTRUMENTS

The Foundation's financial instruments, none of which are held for trading purposes, include cash and
cash equivalents and unconditional promises to give. The Foundation estimates that the fair vaiue of all
financial instruments at June 30, 2017, does not differ materially from the aggregate carrying values of its
financial instruments recorded in the accompanying statement of financial position.

The estimated fair value amounts have been determined using available market information and
appropriate valuation methodologies. The carrying amounts of cash and cash equivalents and the portion
of unconditional promises to give receivable in less than one year approximate fair values because of the
short maturities of those instruments. The fair value of unconditional promises to give receivable in more
than one year is estimated by discounting the future cash flows using a risk-free rate of return.

NOTE 6 - CASH AND CASH EQUIVALENTS

The cash and cash equivalents consisted of the following at year end:

Tvpe of Account

inlerest Balance at Balance at
Jackson State University Development Foundation: Rate June 36, 2017 June 30, 2046
Cheching Account Variable % 2813875 § 3.034,559
Tolal JSU Development Foundation 2,913,875 3,034 554
Subsidiaries:
Checking Account Variable 372,300 639,315
Maoney Market Accounis - Trustmark Variable 110,414 110,414
Tolal Subsldiaries 482,714 745733
TOTAL 3 3396585 § 3,784,292
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

NOTE 7 - INVESTMENTS

Investments are recorded at market value. The historical cost and market value at June 30, 2017 were as
follows:

A. Savings Bonds

The carrying amount for marketable securities consisted of the foilowing:

Number of Issue lssue Face Value Face Value

Bond Type Bonds Held Price Price of Bond of Bond at Maturity
Series E 32 $ 12.50 3 837 $ 25 3 800
Series EE 94 25.00 2,350 50 4,700
Series EE 1 37.50 38 75 75
Series EE 6 50.00 300 100 6800
Series EE 12 100.00 1,200 200 2,400
Series EE 2 250.00 500 500 1,000
Series EE 1 500.00 500 1,000 1,000
TOTALS 148 3 5725 $__10575

The fair market value of the savings bonds was $24,016 at June 30, 217 and $23,879 at June 30,
20186,

The issue dates of the bonds range from February 11, 1974 fo June 30, 1996 and malures five (5)
years from the issue date.

B. Marketable Equity Securities and Certificate of Deposits

Fair Value Fair Value

Type of Fund June 30, 2017 June 30, 2016

Marketable Equity Securities
Merrill Lynch-EMA Accounts $ 15181015 § 13,613,095
Welis Fargo Bank - Robert Branson Trust 275,810 262,575
Bankplus Small Growth fund 1,980,287 1,330,714
Total Marketable Equity Securities 17,437,112 15,206,384

Certificate of Deposits

Liberty Bank-Certificate of Deposit 133.092 132,119
TOTAL $ 17570204 % 15338503

12




JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

The following schedule summarizes the investment return and its classification in the statement of
activities for the year ended June 30, 2017.

Unrestricted Resfricted Total
interest and dividend income 3 1,897 $ 357,551 $ 359,448
Realized gain (loss) on investments - 279,779 279,779
Unrealized gain {loss) on investments - 1,302,920 1,302,920
Total investment Return 3 1.897 $_1,840.250 $_1,942.147

C. Investment in University Park of Jackson ll, LLC

During the fiscal year period of July 1, 2010 - June 30, 2011, the Foundation had made various loans
that aided in the construction of the University Park of Jackson li, LLC project UPJ Hj. Of the Inans
that were given, $768,077 was converted to member's equily and as an investment into the University
Park of Jackson I, LLC project. At June 30, 2017, the amount invested in the project remains at
$769,077. Because this investment is accounted for under the equity method, this investment balance
has been eliminated in the consolidated financial statements with an offset against the equily balance
in the subsidiary (UPJ 1I).

NOTE 8 - FAIR VALUE MEASURENMENTS

The Foundation has adopted Financial Accounting Standards Board Accounting Standards Codification
(ASC 820) (formerly Statement on Financial Accounting Standards No. 157, Fair Value Measurements
(FAS 157)). FASB ASC 820 defines fair value, establishes a framework for measuring fair value and
expands disclosura about fair value measurements, FASB ASC 820 has been applied prospectively as of
the beginning of the year.

FASB ASC B20 defines fair vaiue as the price that would be received to sell an asset or paid to transfer a
fiability in an orderly transaction befween market participants at the measurement date. FASB ASC 820
also establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs
and minimize the use of unobservable inputs when measuring fair value. The standard describes three
levels of inputs that may be used to measure fair value:

Leve! 1 - Quoted prices {unadjusted) in active markets for identical assets or Habilities that the Foundation
has the abiiity to access.

Level 2 - Observable inputs other than level 1 prices, such as quoted prices for similar assets or liabilities;
guoted prices in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to
the fair value of the assets or lishilities.
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

The Category within the valuation hierarchy is based upon the iowest level of input that is significant to the
fair value measurement. Following is a description of the valuation methodologies used to measure fair
value. There have been no changes in the methodologies used at June 30, 2017,

Cash and cash equivalents and money market accounts: The carrying amount is a reascnable
estimate of fair value.

Contributions receivable: For contributions receivable that are due within one year, the carrying amount
is 2 reasonable estimate of fair value. For contributions receivable that are due in more than one year, fair
value is estimated at the present value of estimated future cash flows, using a discount rate reflective of
current interest rates.

Depaosits held at the University: Valued at the amount that could be collected upon demand at the
reporting date.

Equity securities; Valued at the closing price reporied on the active markets on which the individual
securilies are traded.

Mutual funds: Valued at the net asset value of shares held by the Foundation at year end.
Accounts payable and accrued liabilities: The carrying amount is a reasonable estimate of fair value.

Revenue bonds payable: Rates currently available to the Foundation for debt with similar terms and
remaining maturities are used lo estimate the fair value of these liabilities.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, aithough the Foundsation believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date.
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notas to the Financial Statements
June 30, 2017

The foliowing table presents the fair value measurements of assels recognized in the accompanying
consolidated statements of financial position measured at fair value on a recurring basis and the level
within FASB ASC 820 fair value hierarchy in which the fair value measurements fali at June 30, 2017.

Quoted Prices in Significant Significant
Active Markets Other Unubservable
far Identical Observable inpuls Inpuis
Foundation Invesiments: Fair Value Assets (Level 1} {Level 2) {Leve! 3}
Domestic mutual funds 3 96,830 96,830 - 3 -
International mutual funds 37,274 37,274 - -
Common stock 6,226,284 6,226,284 - -
ETF large cap 445,633 445,633 - -
Large-cap mutual funds 3,071,566 3,071,666 - -
Smalf cap mutual funds 143,581 143,581 - -
Mid-cap mulual funds 180,714 180,714 - -
Cash equivalents - - - -
Cerificate of deposits 133,074 133,074 - -
Other mutual funds 397,586 397,598 - -
Money market funds 593,840 593,940 - -
Total Equity Securities 11,326,492 11,326 492 - -
Fixed Income Securities:
Bomestic mutual funds 449,746 440,746 - -
international mutual funds 3,824 747 3,624,717 - -
U. 8. Savings bonds 24,016 24,018 - -
Ccerporate bonds 506,268 906,268 - “
tJ. 5. treasury notes 416,800 416 BGO - -
Totai Fixed Income Securities 5421547 5,421,547 - -
Other investmenis:
Real assats fund 795,883 - 765,883 -
Complemeantary slrategies 50,281 50,281 - -
Total Other Investrents 846,164 50,281 795,883 -
Total Assets Recognized at Falr Value  $_ 17,594,203 16,798,320 795883 § -

The following financial instruments are recognized on the consolidated statement of financial position
using measures other than fair value. The estimated fair value for those assets and liabilities are disclosed
as of December 31, 2017 and 2018, as follows:

2017 2018
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Assets:
Cash and cash equivalents § 3286175 % 3,285,175 $ 3673878 §$ 3,673,878
Restricted cash and cash equivalents 110,414 110,414 110,414 110,414
Certificates of deposit 133,082 133,042 132,118 132,119
Accounts receivable 115,745 115,745 87 361 87,361
Unconditional promises to give, net 4,206,459 4,206,499 4,040,348 4,049,348
Lizbilities:
Accounts payable and
accrued liabilities 1,818,073 1,618,073 2,027,058 2,027,088
Notes payable 14,588,405 14,588,405 275,830 275,830
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statemsants
June 30, 2017

NOTE 9 - RESTRICTED CASH AND CASH EQUIVALENTS

Under the terms of the Subsidiaries of the Foundation’s trust indenture and related agreements, the
Foundation is required o establish cerain reserve accounts and deposit these funds in cash accounts
maintained by the Trustee for future losses and certain other purposes. Loan proceeds provided the initial
funding of the reserves. The funds are limited as to their use to pay construction cost incurred in
connection with the specific projects for which the loans were made.

The various funds held by the Trustee at Jupe 30, 2017, and June 30, 2016 consisted primarlly of
investments in money market accounts, which have been recorded at cost, which approximates their fair
value, plus accrued interest, respectively as follows:

2017 2018
Purpose Amount Amount
Restricted cash and cash equivalents $.110414 3 110414

$ 110414 $ 110414

NOTE 10 - LOANS RECEIVABLE

At June 30, 2017, loans receivable consisted on the following:

Outstanding
Balance
On April 28, 2010 (as part of the NMTC financing mentioned in Nole 1.B.2) the Foundation
executed, as borrower, a promissory note in the amount of $4,502 400 with TC-J8U QE I, LLG
(a Delaware limited liability company) bearing a fixed interest rate of 1.00% for the purpose of
providing financing for University Park of Jackson, II, LLC, a Mississippi limited liabilily company.
Under this note, interest payable, in arrears, on the last day of each calendar mionth starting April
30, 2010 and monthly thereafler. All principal and accrued and unpaid interest shall be due and
payable on Aprit 29, 2050 {ihe "malurity date™}, unjess paid sconer, Simple, non-compoaunding
interest shall be calcuiated based upon a 30-day calendar month and a 360-day year. $__4.502.400

NOTE 11 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30, 2017:

Class of Property and Equipment : Cost
Land $ 1.896,206
Building/facility 18,849,097
Improvements 288,400
Historical hooks and pericdicals 808,020
Office equipment 1,170,482
Construction in prograss 3,716,642
26,727,807
Less: Accumulated depreciation (4,287.843)
Net property and equipment $_22,438964

Depreciation expense for the year ended June 30, 2017 totaled $711,464 for all depreciable fixed assets.
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

NOTE 12 - NOTES PAYABLE
At June 30, 2017 notes payable consisted of the following:

Trustmark National Bank Note "A"

On August 27, 2015, University Park of Jackson |i, LLC executed a promissary note A,
with Trustmark Naftional Bank in the amount of $6,375,000 with an interest rate of
6.62%; maturing June 30, 2018. The lcan was obtained {o fund the repayment
requirement refated to the Lender's exercising of their acceleration options. The note
requires monthly principal and interest payments beginning Cctober 1, 2015 through
June 1, 2018 in the amount of $32,525. $ 6,256,650

Trustmark National Bank “B"

On August 27, 2015, Universily Park of Jackson I, LLC executed a promissory nofe 8,
with Trustmark National Bank in the amount of 33,157,000 with an inlerest rale of
3.55%; maluring June 30, Z018. The loan was obtained to fund the repayment
requirement related to the Lender's exercising of their acceleration options. The note
requires interest only payments beginning Ocloher 1, 2015 and continuing on the first
of each March, June, September and December through June 1, 2018, 3,157.000

MBFC Loan "D"

On April 28, 2010, University Park of Jackson ll, LLC executed a promissory note, with
MBFC Sub-CDE I, LLC in the amount of $4,502,400 for the purpose of providing
financing on the Facility. The funds used io originate the term loan were oblained by
Sub-CDE Hl, LLC from a borrowing from the Foundation. The loan bears interest at a
rate of 1.6017%. The lvan is secure by a subordinaled deed of {rus!, securily
agreement and fixture filing covering the facility. The loan further requires the payment
of principal and interest in the monthly amount of $14,181, beginning May 2017
through April 29, 2050. The nole matures on April 28, 2050 at which fime all
outstanding principal and interest on the loan are due and payable. 4,502,400

MBFC Loan "E"

On April 28, 2010, University Park of Jackson 1], LLC executed a promissory note, with
MBFC Sub-CDE i, LLC in the amount of $1,047,600 for the purpose of providing
financing on the Facility. The loan bears interest at a rate of 1.6017% and Is secured
by a subordinated deed of trust, security agreement and fixture filing covering the
facility. The loan requires interest only payments beginning May 20, 2010 through April
20, 2017. The loan further requires the payment of principal and interest in monthly
amount of $3,872 beginning May 2017 through Aprit 29, 2050. The note matures an
April 29, 2025 at which time all outstanding principat and interest on the ioan are due

and payable. 881,835
Total Construction Debt $14,707 885
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AND SUBSIDIARIES
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Maturities of noles payable for the years subsequent to June 30, 2017, are as foliows:

Year Ended Amount
2018 % 9,398,216
2019 131,110
2020 133,226
2021 135,378
2022 137,552
Thereafter 4,862 395
$_14,797 885

NOTE 13 - BANK LINE-OF-CREDIT
A. Line of Credit - Merrilf Lynch

The Foundation has available a secured revolving iine-of-credit agreement dated June 1, 2009 with
Merrill Lynch under which i may borrow up fo $2,000,000. Borrowing under the line bears a variable
interest rate. At June 30, 2017, the outstanding amount on the line-af-credit is $2,240,976 of which
$453,103 is accrued interest and accrued administrative fees. The line-of-credit is secured by certain
investment accounts held by Merrill Lynch in the name of the Foundation,

B. Line of Credit - BankPlus

The Foundation has available an unsecured revolving line-of-credit agreement dated October 16, 2015
with BankPlus under which it may borrow up to $3,000,000. Borrowing under the line bears a variable
interast rate. The line of credit has a maturity date of October 18, 2016. At June 30, 2017, the
outstanding amount on the line-of-credit is $2,887 957,

NGTE 14 - PROMISSORY NOTE PAYABLE
Promissory note payable of $244,154 at June 30, 2017 consist of the following:

For various business and lability limitation reasons, the Foundation on March 4, 2015, formed JSUDF
Campus Services, LLC ("Campus Services"), a Mississippi limited liability company of which the
Foundation is the sole member. The Foundation chose to use Campus Services to undertake a series of
transactions with Capturion Network, LLC ("CAP"} for the purpose of purchasing from CAP varicus
equipment, technology and services o be used to deliver electronic sign and messaging content and
services for the benefit of Jackson State University ("JSU"). On March 12, 2015, Campus Services
borrowed from another entity formed for the benefit of JSU, the Mississippi E-Center Foundation, the sum
of $422,000, and executed a promissory note in favor of the E-Center to evidence the loan. This note
payabie is secured by, among other things (a)} collateral pledge and assignment of the advertising revenue
payable to Campus Services and certain other interests as set farth in the Loan Assistance Agreement
governing the transaction, and {b) separate guarantees from CAP and the Foundation. The note is
payable in monthly installments of $7,883, which includes principal and interest with an interest rate of
4.58% and a maturity date of March 15, 2020. However, during the month of August 2018, the note was
retired with Trustmark National Bank and consolidated with a note held with BankPlus by the Foundation.
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Maturities of noles payable for the years subsequent {0 June 36, 2017, are as follows:

Year Ended Principst Interast Total
2018 5 244 155 16,174 & 260,320
Total & 244 155 16,174 5 260,329

NOTE 15 - NET ASSETS RELEASED FROM RESTRICTIONS

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes
or by occurrence of other events specified by donors during 2017.

Furpose restrictions accomplished:

Institutional support § 132,960
General scholarships 124,832
Athletic support 258,465
Academic support 8,936
General and administrative 2,256,796

5,2.781,989

NOTE 16 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assetls are available for the following purposes or periods at June 30, 2017:

Provide scholarship assistance
and other supporting services $2.208.307

NOTE 17 - PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets are to provide & permanent endowment, with investment income
restricted for scholarship and cother supporting services purposes,

19.805.825

NOTE 18 - RELATED PARTY TRANSACTIONS
A. The Foundation

The Foundation makes cerain purchases through the Universily, and the Universily, provides certain
services to the Foundation. The Foundatlion's management believes that the purchases made and
services received were at prices and terms comparable to those that would be obtained in similar
transactions with related parties. Substantially all amounts due for such transactions were paid to the
University prior o June 30, 2017 and 2016. Purchases and services between the Foundation and the
Universily were not material in fiscal years 2017 and 2016.
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NOTE 19 - CONCENTRATIONS OF CREDIT DUE TO TEMPORARY CASH
INVESTMENTS AND PROMISES TO GIVE RECEIVABLE

financial instruments that potentially subject the Foundation {o concentrations of credit risk consist
principally of temporary cash investments and promises to give receivable. The Foundation places its
temporary cash investments with financial institutions and limits the amount of credit exposure to any one
financial institution. Concentrations of credit risk with respect to promises receivable are limited due to the
large number of contributors comprising the Foundation's contributor base and their dispersion across
different industries and geographic areas. As of June 30, 2017, the Foundation had no significant
concentrations of credit risk related {o promises o give receivable, however, the Foundation has some
credit risk exposure as it relates to cash and temporary cash investments as discliosed in Note 6.

NOTE 20 - CONCENTRATIONS OF CREDIT RISK ARISING FROM BANK DEPOSITS

The Federal Depaosit Insurance Corporation {FDIC} currently insures up to $250,000 of substantially all
depository accounts held at each financial institution. At various times during the year, the Organization's
cash deposits may exceed the federally insured iimits and at June 30, 2017, its uninsured deposits totaled
$2,284,876. The Organization has not experienced any losses in such accounts and management
belleves it is not exposed to any significant credit risk on its cash and cash equivalents.

NOTE 21 - COMMITMENT AND CONTINGENCIES

A. Beneficiary of Life Insurance Policies
The Foundation is the beneficiary of several life insurance policies. The proceeds from such policies are to
be paid to the Foundalion from the estate of the donor upon his/her death.

B. Operating Lease Obligations

The Foundation is under obligation for certain office equipment leased through 2021. The equipment is
being leased under an operating agreement between Jackson State University and the Foundation for
operating the UPS Store located on the campus of Jackson State University. However, during 2018, the
UPS store was closed and ceased operations. As of June 30, 2018, no lease payments were made on
such equipment, thus the lessor repossessed the equipment due to the Foundation failure to make the
lease payments, As a result, the lessors of the office equipment have proposed a buyout agreement in the
amount of $151,032 for the xerox lease and $283,871 for the U, 8. Bank leased equipment.

The Foundation is in the process of negotiating a settlement agreement with Xerox Corporation and U.
S, Bank. As of June 30, 2017, the final obligation under the operating lease amounis could not be
determined. No amounts have been recorded in the financial statements related to this matter,

NOTE 22 - COMPARATIVE FINANCIAL INFORMATION

The financial statements include certain prior-year summarized comparative information in total but not by
net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with generally accepted accounting principles. Accordingly, such information should be read in
conjunction with the Organization's financial statements for the year ended June 30, 2016 from which the
summarized information was derived.
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NOTE 23 - DONATED LAND, AT APPRAISED FAIR VALUE

Land was donated to the Foundsation during the fiscal year of 2008, and has been recorded at its
appraised fair value of $54,670.

NOTE 24 - FUNDS HELD IN TRUST

Funds in the amount of $8,732 is held in trust in cash bank accounts for contributions collected from

various donors in support of Tsunami disaster relief and other projects.

NOTE 25 - LAND ACQUISITIONS AND DONATIONS

lLand acquisitions and donated land acquired by Jackson State University Development Foundation, Inc,
and its Subsidiaries are as follows:

Balance at Balance at

07/01/16 Additions  Adjustments 08/30/17
Land and land options $ 1,841,626 - - $ 1,841,626
Donated land 54 670 - - 54,670
§_1.896296 - - % 1,856,298

The land was originally acquired in arder to facilitate the construction of approximately 75 rental housing
units for JSU junior faculty and graduates students under the University Park of Jackson |, LLC and to
construct the mixed use project containing 75 rental housing units for JSU junior faculty and graduates
students under the University Park of Jackson, I, LLC Project.

NOTE 26 - CONSTRUCTION IN PROGRESS

A. Canstruction and Commitmnents

As of June 30, 2017 the following projects were under construction:

Estimated Coslt Current Cumuative Estimated
Cost of Incurred as of Year Cost as of Costio
Name of Project Project G7ioie Additions 056/20/117 Complete
University Park of Jackson i, 53,715,542 ) - § - §_ 3715542 % -
LLC
Total $3715542 § - 3 - §_3.715542 %
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NOTE 27 - AFFILIATED ORGANIZATIONS

The consolidated financial statements of Jackson State University Development Foundation, Inc. (the
Foundation) include the accounts of five (5] affiliated organizations, Jackson State University
Development Foundation, Inc. (a financially interrelated nonprofit entity), the Foundation Holdings, LLC { a
controlled financial for-profit entity), University Park of Jackson I, LLC (a controlled financial for-profit
entity), Campus Services, LLC (a controlled financial for-profit entity), and University Park of Jackson I,
LLC (a controlied financial for-profit entity) referred to as affiliated organizations.

All significant interorganization balances and transactions have been eliminated.

Delails of the Foundation's financial position at June 30, 2017 and Jackson State University Foundation,
LLC's financial position at June 30, 2017, before elimination of interorganization transactions, are as

fallows:
SUBSIDIARIES
Jsu University University
Development Park of Park of Jackson  Subsidiaries
ASSETS Foundation  Jackson [, LLC I, LLT Total Total
Cash and cash equivalents (Note 2.G & 6} $ 2,910,821 3,054 372,300 78354 § 3286175
Restricted cash and cash equivalenis - - 110,414 116,414 110,414
Investments (Nofe 7)
U.S. Savings Bonds 24,016 - - - 24,018
Cettificale of deposits 133,082 - - - 133,092
Marketable securifies 17,437,112 - - - 17,437,112
University Park of Jackson 1 Project 769,077 - - - 769,077
Dug from component unit 6,807,660 - - - 6,907,660
Due from other funds - - 304,128 304,128 304,128
Accounis receivable 28,858 - 86,887 BB.B87 115,745
lL.oans recelvable (Note 8) 5,280,372 - - - 5,360,372
Urconditional promises {o give, net {Note 3) 4,208,459 - - - 4,206,498
Cther assels - - 7.892 7,992 7.992
Property and Equipment:
Land (Nole 24) 27,750 - 1,868,546 1,868,540 1,896,296
Buildingffacility - . 18,849,097 18,849,097 18,849,087
improvements - - 2BB 404 288,400 288,400
Historical books and periodicals 808,029 - - - 808,020
Office equipment at cost 1,170,452 - - - 1,170,452
Construction in progress (Note 25) - 3,715,542 - 3,715,542 3,715,542
Less: Accumulaled depreciation {851,190) - (3,336,653} (3.336,653) {4 207 B43)
TOTAL ASSETS $38,832 539 3,718,596 18,851 111 22,260,707 $81,102.246
LIABILITIES
Accounts payable and other liabilities $ 541241 % 248,747 § 576612 § 826,358 S 1,367,600
Agrrued interest payable 441,741 - - - 441,741
Bue to other funds - 3,468 849 3,435,811 8,807 660 6,807 660
Funds held in trust (Note 23) 8,732 - - - 8,732
Line of credit payable (Note 13) 4,785,831 - - - 4,785,831
Naotes payable, cunrrent portion 244,154 - 9,398,216 9,358,216 9,642,370
Naotes payable, less current portion - - 4.946 035 4,946,035 4,848 035
TOTAL LIABILITIES 6,021,699 3,718,588 18,359.674 22078270 28,803,989
NET ASSETS
Unrestricted 10,796,708 - 181,437 161,437 10,888,145
Temporarily restricted 2,208,307 - - - 2,208,307
Parmanantly restricted 19,805,825 - - - 19,805 825
TOTAL NET ASSETS 32 810,840 - : 191,437 191,437 33,002,277
TOTAL LIABILITIES AND NET ASSETS 3 385832!539 3,718 598 18,051,141 %%2 269.707 $61.102,.246
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Details of Jackson State University Development Foundation, Inc.'s revenues, expenses, and changss in net
assets at June 30, 2017, and its subsidiaries' revenues, expenses, and changss in net assets at June 30,
2017, before elimination of interorganization transactions, are as follows:

SUBSIDIARIES
Jacksern Stale Universily University
University Park of Park of
Development Jackson |, Jackson |, Subsidiaries 2017
SUPPORT AND REVENUE Foundation LG LLE Total Totals
Contributions $ 2448652 § - g - 3 - 5 2,448652
Interest and dividend income 358 485 - - - 359,485
Realized gain from sale of investments 279,808 - - - 279,808
Rent revenue - - 1,173,630 1,173,630 1,173,630
Other revenue 489,800 - - - 488,800
LUnrealized gain {loss) on investments 1,363,038 - - - 1,303,039
TOTAL SUPPORT AND REVENUE 4,880,884 - 1,173,630 1,173,630 6,054,514
EXPENSES
Supporting Services:

Instilutional support 132,960 - - - 132,860
Schotarship 124,833 - - - 124,832
Athletic support 258 465 - - - 258,465
Academic suppart 8,936 - - - 8,935
Operating expense - - 575,383 575,383 575,383
General and administrative 2,256,795 - - - 2,256,796
Interest expense - - 653,180 553,180 553,180
Depreciation and amortization 215262 - 456,536 496 526 715,798

TOTAL EXPENSES 3,001,251 - 1,625.009 1,625,089 4 626 350
Changes in Net Assels 1,879,633 - (451,465} {451,469} 1,428,164
Net Assels, beginning of year as

previcusly reporled 30,355 441 - 642,906 £42,806 30,998,327

Prior pericd adjusiment 856,733 - - - 866,733
Net Assets, beginning of year as restated 31,222,154 - 542 908 842,906 31,865,060
Other changes in net assets

Transfer in {out) {280 947} - - - (2040 9473
Total Other changes in net assets (290.947) - - - {280,947}
NET ASSETS END OF YEAR $_ 32810840 $ = $ 191437 § 191,437 $33,002,277
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Details of Jackson State University Development Foundation, Inc.’s cash flow activities at June 30, 2017,
and its subsidiaries are as follows:

SUBSIDIARIES
Jackson State Universily Universily
Universily Park of Park of
Devalopment Jacksen |, Jackson H, Subskiliaries 2017
Foundation LLC LLC Total Totals
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets % 1,879,633 § - 5 (451,469) 5 (451,469 3 1,428,164
Adjusiment to reconcile increase of decrease in net
asset to net cash provided
by {used in) operating activities:
Depreciation expense 218,262 - 492,201 492 201 711,463
Amoaortization expense - - 4,332 4,332 4,332
Unrealized gain or (less) on investments 1,303,039 - - - 1,303,039
Amortization of debt issurance costs - - 126,907 126,807 126,907
Prior paried adjustment 886,733 - - - 866,733
{Increase) decrease in operaling asseis:
Accounts receivable {1) - (18,383) (18,383} (18,384)
Unconditional promise to give (157,151) - - - {157.151)
Notes racejvabla (18,518) - - - {18,5186)
Due from other funds - - {307,353) (307,353) {307,353}
Due from component unit {138,684} - - - {138,684}
Other assets - - 112 112 112
increasa (decrease) in operating liabifities:
Accounis payable and schalarships
payable {142 146} - (54,272) (54,272) (196,418)
Accrued interest payable (18,076} - - - {18.076)
Due to other funds - - 138,604 138,694 138,694
Funds held in trust {349} - - - (349)
Net cash {used in) operaiing activities 3,793,734 - (69.231) (63.231) 3,724,503
Cash fiows from investing activilies
Interest and dividend income 359,485 - - - 359,485
Acquisition of land and construction in progress - - {32.026) (32,026} (32,028)
increase in investment securities (2,225,852) - - - (2,225,852}
Other investing activities (1.8953,181) - - - {1.853,191)
Net cash provided by {used in) investing activilies (3.819.558) - {32.026) {32.026) {3,851 584)
MNet cash provided by (used in) financing aclivities
Principal payment on notes payable (94,8593 - {155,762) {165,762} {280,621)
Met cash provided by (used in) financing activities {44 859} - {185 ,762) {165,762} (260,821)
Net increase {decrease] in cash and cash equivalenis {120,683} - (267,019 {267,019} (387,702}
{Cash and cash equivalents at July 1 3.031,505 3,054 639,319 §42 373 3,673,878
Cash and cash eguivalents at June 30 3 2910822 3 3084 3 372300 §__375354 $_ 3286178
Supplemental Disclosure 6f Cash Flow Information
Interest paid 5 15584 % - $ 402761 % 402,761 § 418345
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NOTE 28 - OPERATING LEASES

The Foundation leases certain office equipment under various operating leases expiring in 2021, The
equipment is being leased under an aperating agreement between the Jackson State University and the
Foundation for the operations of the UPS Store located on the campus of Jackson State University. Total
lease expense under the operating leases for fiscal year 2017 was $167 438 excluding taxes, insurance
and regular maintenance.

The foliowing is & schedule of fulure lease payments as of,

Year Ending June 30, Amount Due
2018 $ 163,496

2019 162,707

2020 162,707

2021 82.658
$__571568

NOTE 29 - SUBSEQUENT EVENTS

The Organization has evaluated subsequent events through December 17, 2018, which is the dale on
which the financial statements were available {o be issued. No events have occurred that would have a
material effect on the financial statements of the Organization as of that date except as disclosed below.
During the period subsequent to year end the Foundation has the following event,

University Park of Jackson I, LLC
Matter of Going Concern

The finansial statements of Universily Park of Jackson Il, LLC (the Company} dated July 13, 2018 were
prepared assuming that the company wili continue as & going concern. Due to the current maturities of
long-term debt of $9.4 million, the Company has experienced a significant increase in its working capital
deficit from $3.3 million as of June 30, 2016 to 12.5 million as of June 30, 2017. In addition, the
Company's master lease agreement with Jackson State University expires December 31, 2018. These
conditions raise substantial doubt about the Company's ability to continue as a going concern. The
financial statements do not include any adjustments that might result from the outcome of this uncertainty.
The audit opinion of the Company was not modified with respect to this matter.

Management plans to address the Company's ability {o continue as on geing concern by seeking to renew
the term loans, collect amounts due under the master lease agreement and renew the masler lease
agreement under acceptable terms. Further, the Company will conlinue to evaluate all aspects of the
gperations of the Facility in order {o improve operating cash flows. There can be no absoluie assurance
that management will be able to fully execute these plans. However, management believes significant
progress is being made. Specifically, management realistically anticipates and experts that the Company's
debt associated with the Facility will be refinanced an a long-term basis.
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JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC,
AND SUBSIDIARIES
Notes to the Financial Statements
June 30, 2017

NOTE 30 - ACCOUNTS PAYABLE

At June 30, 2017 accounts payable consisted of the the following:

Amount

JSU Development Foundation

Accounts payable 3 541241
University Park of Jackson {

Accounts payable 249,747
University Park of Jackson i

Accounts payable 576,612
Total Accounts Payable §__1.367,600

NOTE 31 - LEASE REVENUE

Upon completion of One University Place in October 2010, UPJ |l began leasing residential space to
tenants primarily under noncancelable short-term leases. In addition, UPJ Il entered into a ten-year master
lease agreement with JSU for the facility's commercial space. The master lease requires payment of
monthly base rental of $30,000 on the first day of each month which increases by 3 percent each year
plus payment of certain common area maintenance expense ("CAM"). Through June 30, 2015, JSU has
paid only base rentals excluding the 3 percent annual base rent increases. Amount due for rent increases
totaled $92,000 at June 30, 2017 and are included in straight-line receivable in the accompanying
statement of financial position. Amounts due for CAM from JSU have not been guantified and are not
reflected in the accompanying financial statements due to the uncertainty of coflection. UPJ Il is hamed
manager on all subleases entered into by JSU and, as such, has the authority to act upon the behalf of
JBU. Subleases rentals are collected by UPJ 1t and remitted to JSU periodically. Future minimum rentals
under the commercial and master leases for years subsequent to June 30, 2017, are as follows:

Year Ending Amount
2018 $ 360,000
2019 180,000

$_.540,000

NOTE 32 - PRIOR PERIOD ADJUSTMENT

A net prior period adjustment has been recarded in the financial statements in the amount of $1,331,682
as explained below:

Temporarily  Permanently

Unrestricted Restricted Reslricted 2017
Net Assets, Beginning of year as
previousty repored $ 11,037,061 2,207.017 16,985,171 § 30,229,249
Adiustment fo reconcile baginning net
assels 1,331,682 - - 1.331.682
Net Assets, Beginning of year as
reslaled $_ 12,368,743 2207 017 16,985171 $_31,560,831
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON ADDITIONAL INFORMATION

To the Board of Directors
Jackson State University
Development Foundation, Inc.
Jackson, Mississippl

We have audited the financial statements of Jackson State University Development Foundation, Inc. as of
and for the year ended June 30, 2017, and have issued our report thereon dated December 17, 2018,
which contained an unmodified opinion on those financial statemenis. Qur audit was performed for the
purpose of forming an opinion on the financial statements as a whole. The schedule of Management and
General expenses is presented for the purposes of additfonal analysis and is not a required part of the
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinian, the information is fairly stated in all
material respects in relation to the financial statements as a whole,

Ridgeiand, Mis ’

Pecember 17, 2078
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SCHEDULE A

JACKSON STATE UNIVERSITY DEVELOPMENT FOUNDATION, INC.
Schedule of General and Administrative Expenses
For the Years Ended June 30, 2017 and 2016

General Fund  General Fund Quasi Endawed

EXPENSES Unresirdictad Restricted Endowed Restricted 2017 2016
Staff benefits kS 50,000 - - - 50,0600 § 87,489
Travel 4,532 161,887 4,225 - 170,744 109,812
Accounting system research - 485 - - 465 51
Promotions & advertising 3,198 40,603 - - 43 801 46,102
Special events 2484 10,996 - - 13,980 36,927
Equipment expense 167,518 - 1,631 - 169,149 76,682
Facility rentaYmaintenance 8,005 4,321 - - 12,326 19,179
Supplies and materials 33,428 63,576 - - 97,004 108,922
Staff development - - - - - 75
Telephone - 3,895 - - 3,895 1,812
Computer support - 8,072 - - 9,072 2,283
Bank charges 20,104 1,325 200 - 30,629 26,081
Membership/subscription dues 36,559 16,140 515 - 53,214 22,948
Contract & professional fees 212,402 242 560 - - 454 982 472,864
Printing and publications 7.531 20,035 - - 27,566 25,444
Property taxes 4,748 - - - 4,748 6,560
Food cost and calering 4,306 60,394 - - 64,700 120,883
Postage and mailing 32,775 7 - - 32,782 41,321
Insurance and bonding 20,454 32 - - 20486 25,008
Investment admin, charges 1,433 80,241 - 155,604 247,368 205,885
Sponsarship 16,750 42 146 - - 58,806 29,125
Bad debl expense 332,385 51,371 - - 383,766 2,059,862
Miscellaneous 2,274 84,655 - - 86,829 20,280
inferest expense 165,634 - - 64,660 220294 -

TOTAL EXPENSES §___1,126.030 0803 841 6,571 220354 22865796 $3,563.673
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