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UNIVERSITY OF ARKANSAS 2015-2016 ANNUAL FINANCIAL REPORT

DISCRETELY PRESENTED COMPONENT UNITS

ARKANSAS 4-H FOUNDATION, INC.

ARKANSAS 4-H FOUNDATION, INC.

STATEMENTS OF FINANCIAL POSITION, JUNE 30,2016 AND 2015

ASSETS 2016 2015
UNRESTRICTED ASSETS:

Cash and cash equivalents $ 502,714 $ 506,009
Certificate of deposit 50,205 -
Investments, at fair value 1,649,681 1,860,232
Accounts receivable 110,491 5,364
Other assets 20,109 19,895
Total unrestricted assets 2,333,200 2,391,500
RESTRICTED ASSETS:

Cash and cash equivalents 190,405 36,284
Investments, at fair value 1,991,988 2,349,438
Total restricted assets 2,182,393 2,385,722
PROPERTY AND EQUIPMENT, NET 5,311,991 5,025,552
TOTAL ASSETS $ 9,827,584 $ 9,802,774

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:

Accounts payable $ 56,768 $ 52,146
Due to affiliate 63,343 7,761
Other liabilities 57,509 40,727
TOTAL LIABILITIES 177,620 100,634
NET ASSETS:

Unrestricted 6,014,018 5,673,446
Temporarily restricted 2,864,025 3,289,001
Permanently restricted 771,921 739,693
Total net assets 9,649,964 9,702,140
TOTAL LIABILITIES AND NET ASSETS $ 9,827,584 $ 9,802,774
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ARKANSAS 4-H FOUNDATION, INC. ARKANSAS 4-H FOUNDATION, INC.
STATEMENT OF ACTIVITIES FOR THE YEAR ENDED JUNE 30, 2016 STATEMENT OF ACTIVITIES FOR THE YEAR ENDED JUNE 30, 2015
TEMPORARILY PERMANENTLY TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL UNRESTRICTED RESTRICTED RESTRICTED TOTAL
SUPPORT AND REVENUES: SUPPORT AND REVENUES:
Program service revenue $ 1,276,695 $ - S - 8 1,276,695 Program service revenue $ 1,238,806 § 15 S -8 1,238,821
Grants and contributions 10,450 3,430 31,000 44,880 Grants and contributions 15,230 4,715 - 19,945
In-kind contributions 478,409 - - 478,409 Interest and dividends 34,801 239,997 17,740 292,538
Interest and dividends 18,415 178,902 1,228 198,545 Net unrealized and realized depreciation
Net unrealized and realized depreciation on investments (31,212) (215,224) (15,908) (262,344)
on investments (30,686) (298,152) - (328,838) Contributed services from affiliate 340,877 - - 340,877

Contributed services from affiliate 363,767 - - 363,767 Other revenues, net 24251 - - 24,251
Other revenues, net 11,053 - - 11,053 Net assets released from restrictions 225,783 (225,783) - -
Net assets released from restrictions 309,156 (309,156) - - Total support and revenues 1,848,536 (196,280) 1,832 1,654,088
Total support and revenues 2,437,259 (424,976) 32,228 2,044,511

EXPENSES:
EXPENSES: Program 1,969,506 - - 1,969,506
Program 1,936,104 - - 1,936,104 Management and general 169,349 - - 169,349
Management and general 160,583 - - 160,583 Fundraising 6,181 - - 6,181
Fundraising - - - - Total expenses 2,145,036 - - 2,145,036
Total expenses 2,096,687 - - 2,096,687

CHANGE IN NET ASSETS (296,500) (196,280) 1,832 (490,948)
CHANGE IN NET ASSETS 340,572 (424,976) 32,228 (52,176)

NET ASSETS, BEGINNING OF YEAR 5,969,946 3,485,281 737,861 10,193,088
NET ASSETS, BEGINNING OF YEAR 5,673,446 3,289,001 739,693 9,702,140

NET ASSETS, END OF YEAR $ 5,073,446 $ 3,289,001 §$ 739,693 § 9,702,140
NET ASSETS, END OF YEAR $ 6,014,018 § 2,864,025 § 771,921 § 9,649,964
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

m Nature of the Organization

The University of Arkansas, Fayetteville (“the University”) is a
State-supported institution of higher education and the flagship
of the University of Arkansas System. The University was
established at Fayetteville in 1871 under the provisions of the
Morrill Act as both a state university and the land-grant college
of Arkansas, and is one of eleven campuses of the University of
Arkansas System.

The University is granted an annual appropriation for operating
purposes as authorized by the Arkansas General Assembly.
The Appropriation Act authorizes expenditures from funds
appropriated from the General Fund of the State and authorizes
expenditures of total operating funds. An appropriation is
construed to be available for the one year period following the
legislative session in which it was approved. All appropriations
lapse at the end of the year unless otherwise provided. The laws
of the State and the policies and procedures specified by the State
for state agencies and institutions are applicable to the activities
of the University.

The University is tax exempt under Internal Revenue Service
code except for tax on unrelated business income. The University
had no significant unrelated business income for the year ended
June 30, 2016. It is also exempt from state income taxes under
Arkansas law. Accordingly, no provision for income taxes is
made in the financial statements.

The University is governed by a ten-member Board of Trustees
which has been accorded constitutional status for the exercise
of its powers and authority by Amendment 33 to the Arkansas
Constitution. The Board of Trustees has delegated to the President
the administrative authority for all aspects of the University’s
operations. Administrative authority is further delegated to the
Chancellors, the Vice President for Agriculture, the Dean of the
Clinton School, the Director of the Criminal Justice Institute, the
Director of the Archeological Survey and the Executive Director
of the Arkansas Research and Education Optical Network who
have responsibility for the programs and activities of the respective
campus or state-wide operating division.

m Financial Reporting Entity

GASB Statement No. 14, The Financial Reporting Entity,
as amended by GASB Statements No. 39, Determining
Whether Certain Organizations are Component Units -
an amendment of GASB Statement No. 14 and No. 61, The
Financial Reporting Entity: Omnibus - an amendment
of GASB Statements No. 14 and 34, defines the financial
reporting entity as the primary government, organizations for

which the primary government is financially accountable and
other organizations for which the nature and significance of
their relationship with the primary government are such that
exclusion could cause the financial statements to be misleading
or incomplete. Under the provisions of these statements, the
University isa component unit of the State of Arkansas (primary
government). Although the guidance is written from the
perspective of the primary government, its requirements apply
to the separately issued financial statements ofa component unit,
and therefore, the component unit should apply the provisions
as if it was a primary government.

For purposes of financial reporting, the primary government of
the University includes the academic units in Fayetteville, the
Agricultural Experiment Station, the Cooperative Extension
Service, the Arkansas Archeological Survey, the Criminal Justice
Institute, the Clinton School of Public Service and the Arkansas
Research Education Optical Network. The academic units
in Fayetteville include ten colleges, schools and divisions: the
Dale Bumpers College of Agricultural, Food, and Life Sciences,
the Fay Jones School of Architecture, the J. William Fulbright
College of Arts and Sciences, the Sam M. Walton College of
Business, the College of Education and Health Professions, the
College of Engineering, the School of Law, the Honors College,
the Graduate School, and the Global Campus.

Discretely Presented Component Units

Under the provisions of the GASB statements discussed
above, the University has identified three organizations that
should be reported as component units based on the nature
and significance of their relationship with the primary
government. The qualifying organizations are: the University of
Arkansas Fayetteville Campus Foundation, Inc., the Razorback
Foundation, Inc., and the Arkansas 4-H Foundation, Inc.
Although the University does not control the timing or amount
of receipts from any of these foundations, the majority of
resources or income thereon, which the foundations hold and
invest, is restricted to the activities of the University by donors.
Because these restricted resources held by the foundations can
be used only by, or for the benefit of, the University, and their
individual net assets are considered as having met the financial
accountability criteria of Statement No. 39 by management,
these foundations are considered component units of the
University and are discretely presented in the University’s
financial statements.

The University of Arkansas Fayetteville Campus Foundation,

Inc. (“the Foundation”) is a charitable organization described
in Section 501 (c) (3) of the Internal Revenue Code of 1986, as
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amended, and was established by the Walton Family Charitable
Support Foundation, Inc., for the exclusive benefit of the
University of Arkansas, Fayetteville campus. The Foundation
was established on March 11, 2003, and exists primarily to
support the Honors College, the Graduate School and the
University’s library. The Board of Trustees of the Foundation
is made up of seven (7) members, including three (3) members
who are also employees of the University.

The Foundation distributed $16,536,124 and $14,784,573 to
the University during the fiscal years ended June 30, 2016 and
June 30, 2015, respectively, for both restricted and unrestricted
purposes. Complete financial statements for the Foundation
can be obtained from the administrative office at 700 Research
Center Boulevard, Fayetteville, AR 72701.

The Razorback Foundation, Inc. (“the Razorback Foundation”)
was incorporated on October 17, 1980. It is a not-for-profit
organization whose sole purpose is to support intercollegiate
athletics at the University.

The Razorback Foundation distributed $13,644,674 to the
University, and provided equipment, facilities, improvements
and supplies in the amount of $2,860,668 during the fiscal year
ended June 30, 2016. During the fiscal year ended June 30,
2015, the Razorback Foundation distributed $25,636,493 to the
University, and provided equipment, facilities, improvements
and supplies in the amount of $951,403. Complete financial
statements for the Razorback Foundation can be obtained from
the administrative office at 1295 S. Razorback Road, Fayetteville,
AR 72701

The Arkansas 4-H Foundation, Inc. (“the 4-H Foundation”)
was incorporated under the laws of the State of Arkansas in
1951. The purposes and objectives of the 4-H Foundation are
exclusively educational. The 4-H Foundation was formed to
encourage and support such educational purposes, as in the
judgment of the 4-H Foundation, will best meet the needs
and advance the interests of 4-H youth programs throughout
the State of Arkansas. The 4-H Foundation is organized into
approximately 115 distinct funds that are used to account for
various educational or administrative activities.

The majority of the distributions made by the 4-H Foundation

directly to the University during the fiscal year ended June 30,
2016 were for reimbursement to the University for expenses
incurred on their behalf. Other distributions made by 4-H
Foundation directly to the University during the fiscal year
ended June 30, 2016 included transfers of program balances of
$5,000. Distributions made by the 4-H Foundation directly to
the University for program support equaled $22,621 for the fiscal
year ended June 30, 2016. Complete financial statements for the
4-H Foundation can be obtained from the administrative office at
2301 S. University Avenue, Little Rock, AR 72204.
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IE Basis of Presentation

The financial statements for the University have been prepared
in accordance with generally accepted accounting principles
accepted in the United States of America, as prescribed by the
Governmental Accounting Standards Board (GASB).

E Basis of Accounting

For financial reporting purposes, the University is considered a
special-purpose government engaged in business-typeactivities.
Accordingly, the financial statements of the University have been
prepared using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recognized
in the accounting period in which they are earned and become
measurable. Expenses are recognized in the period in which
they are incurred, if measurable, including depreciation.

Iﬂ Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported
amounts of assets, liabilities, deferred inflows, deferred
outflows, revenues and expenses at the date of the financial
statements. Significant estimates include separation of accrued
compensated absences between current and non-current and
depreciation expense. Actual results could differ from those
estimates.

Cash and Cash Equivalents

Cash and cash equivalents on the Statement of Net Position
includes all readily available sources of cash such as petty cash,
demand deposits, cash on deposit with the State Treasurer, and
highly liquid short-term investments.

IIH Investments

Investments are stated at fair value. Changes in unrealized gain
(loss) on the carrying value are reported as a component of
investment income on the Statement of Revenues, Expenses and
Changes in Net Position.

I]I Accounts Receivable

Accounts receivable are stated at estimated net realizable
values; that is, the gross amount of the receivable is reduced by
allowances for estimated uncollectible accounts.

LR Inventories

Inventories are valued at cost with costs generally using retail, and
first in first out valuation methods, depending on the best practices
of the University department to which the inventory belongs.

IIE Capital Assets

Capital assets consisting of land, buildings, furniture, fixtures,
equipment, improvements, infrastructure, construction in
progress, and intangible assets are stated at cost or fair market
value at date of gift.

Buildings, improvements, and infrastructure additions are
capitalized when the cost is $50,000 or more. Renovations
to buildings, infrastructure and land improvements are also
capitalized when they significantly increase the value or extend
the useful life of the structure and the cost exceeds $50,000.

Inaccordance with the University’s capitalization policy, equipment
includes all furniture, fixtures and equipment with a unit cost of
$5,000 or more and an estimated useful life of one year or more.

Intangible assets are capitalized when the cost is $500,000 or
more for purchased software, $1,000,000 or more for internally
developed software, or $250,000 or more for easements, land use
rights, trademarks and copyrights, and patents.

Library holdings are generally defined as collections of books
and reference materials, and are valued using average prices for
library acquisitions. A library book is a literary composition
bound into a separate volume and identifiable as a separate
copyrighted unit. Library reference materials are information
sources other than books which include journals, periodicals,
microforms, audio/visual media, computer-based information,
manuscripts, maps, documents, and similar items.

Livestock is under the control of the Department of Animal
Sciences and is maintained primarily for research purposes
with any other benefits derived from the operations considered
as incidental to the primary mission of the Department.
The inventory value placed on the animals is determined by
department heads utilizing current market prices and breeding
and research intangibles.

Depreciation is computed using the straight-line method
over the estimated useful lives of the assets, generally 15 to 30
years for buildings, 15 to 20 years for infrastructure and land
improvements, 3 to 10 years for equipment and 10 years for
library holdings. Amortization of intangible assets, except for
those determined to have indefinite useful lives, is computed
using the straight-line method over the estimated useful lives of
the assets, generally 5 years for purchased software; 10 years for
internally developed software; 15 years for easements, land use
rights, trademarks, and copyrights; and 20 years for patents.

Capitalization of Interest

The University capitalizes interest involving qualifying assets.
The amount of interest cost to be capitalized is interest cost on
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borrowings netted against any interest earned on temporary
investments of the proceeds of those borrowings from the date
of borrowing until the specified qualifying assets acquired with
those borrowings are ready for their intended use. The total
amount of interest cost incurred and the net amount thereof
that has been capitalized was $27,187,820 and $1,216,243,
respectively, for the fiscal year ended June 30, 2016. The total
amount of interest cost incurred and the net amount thereof
that has been capitalized was $30,001,505 and $4,691,442,
respectively, for the fiscal year ended June 30, 2015.

m Deferred Outflows of Resources

Deferred outflows of resources represent a decrease of net
position that applies to future periods. Thus, these items will
not be recognized as an outflow of resources (an expense or
expenditure) until a future period.

m Advance Receipts

Advance receipts consist primarily of athletic ticket sales and
related fees and unearned student revenues for summer session
and fall semester. These monies were collected in advance and
were not earned as of the end of each fiscal year.

m Noncurrent Liabilities

Noncurrentliabilities include principal amounts of revenue bonds
payable, notes payable, capital lease obligations and installment
contracts payable with contractual maturities greater than one
year, as well as estimated amounts for accrued compensated
absences, net pension obligations, refundable advances on student
loans, net other postemployment benefits obligation, and other
liabilities that will not be paid within the next fiscal year.

lﬂ Deferred Inflows of Resources

Deferred inflows of resources represent an increase of net position
that applies to future periods. These items will not be recognized as
an inflow of resources (revenue) until a future period.

m Pensions

For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary
net position of the Arkansas Public Employees Retirement
System and the Arkansas Teacher Retirement System (the
respective Systems) and additions to/deductions from the
respective System’s fiduciary net position have been determined
on the same basis as they are reported by the respective Systems.
For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable
in accordance with the benefit terms. Investments are reported
at fair value.



