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Independent Accountant's Report on Applying Agreed-Upon Procedures

We have performed the procedures enumerated below, which were agreed to by management of
the LSU Health Sciences Foundation in Shreveport (the "Foundation"), the Board of Supervisors
of the Louisiana State University System, the Louisiana Board of Regents, and the Legislative
Auditor of the State of Louisiana, solely to assist the users in evaluating management's assertion
about the effectiveness of the Foundation's internal control structure over compliance with
requirements concerning the Eminent Scholars and Endowed Professorships Program (the
"Program") during the year ended June 30, 2006. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
the specified users of the report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose.

Procedures and Findings

1. Determine that the Program funds have been managed in compliance with the provisions set
forth in the Louisiana Board of Regents Statement of Investment Policy and Objectives.
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We obtained the written investment policy statement that has been adopted by the
Foundation and noted that such policy encompasses the Louisiana Board of Regents'
requirements. In addition, the Foundation has hired outside professional investment
managers to help provide assurance that the policies are followed. Finally, we tested
compliance with the policies and noted substantial compliance with such policies.

2. Determine that the annual financial reports for the Program submitted to the Board of
Regents were accurate and agreed to the accounting records of the Foundation.

We tested agreement of the annual reports to the Foundation's accounting records and noted
no significant exceptions. We did note that $120,000 of matching funds from the Board of
Regents were awarded to the Foundation from the FY 2005-2006 Louisiana Educational
Quality Support Fund; however, such funds were not received and recorded by the
Foundation until subsequent to the fiscal year ended June 30, 2006. Therefore, the $120,000
was not included in the Program Assets balance reported to the Board of Regents as of
June 30, 2006. Such treatment of recording matching funds from the Board of Regents as of
date the funds are received is consistent with prior years.

3. Determine that the income of the endowments was used as salaries or as a supplement for
salaries or for other expenses related to scholarly work for eligible faculty members.

We obtained a copy of the Foundation's spending plan for endowment spending and verified
that it is in compliance with the Board of Regents Statement of Policy and Objectives. We
selected a sample of expenditures and verified that selected expenditures were used as
salaries or as a supplement for salaries or for other expenses related to scholarly work for
eligible faculty members.

4. Determine that the Foundation complied with all provisions of the Funds Management
Agreement with the university.

We obtained a copy of the Funds Management Agreement between the LSU Health Sciences
Foundation in Shreveport and Louisiana State University. We determined that the
Foundation was in compliance with provisions of the agreement.

5. Determine that investment earnings generated from pooled assets involving endowed chair or
professorship money have been properly allocated to the chairs and professorships in
accordance with the Louisiana Board of Regents Statement of Investment Policy and
Objectives.

We tested the allocation of investment earnings to the chairs and professorships. Allocations
tested were in accordance with the Louisiana Board of Regents Statement of Investment
Policy and Objectives,



Page 3

6. Determine that the value of the state funds held by the Foundation is reported as a liability in
the Foundation's financial statements. Determine that the amount in the Foundation's
financial statements is equal to the amount recorded in the university's books.

We verified that the value of the state funds held by the Foundation was reported as a
liability in the Foundation's audited financial statements. We mailed a confirmation request
to Ms. Janie Binderim, LSU Health Sciences Center Comptroller, to confirm the balance
recorded in the university's books as of June 30, 2006. Ms. Binderim reported that the value
of state funds held by the Foundation as recorded in the university's books is $3,661,965 as
of June 30, 2006, which differs from the balance of $3,578,830 recorded on the Foundation's
books by $83,135. Per Ms. Binderim, the amount of state funds held by the Foundation
recorded in the university's books represents the amount submitted by the Foundation for
consolidation into the Health Sciences Center per correspondence from the Foundation dated
August 8, 2006. Any adjustments to the value of state funds held by the Foundation posted
by the Foundation subsequent to the Health Sciences Center closing its books in August 2006
are not reflected in the balance recorded in the university's books as of June 30, 2006.

7. Provide the fair value (audited) at June 30, 2006 and June 30, 2005 of the university
investments (state funds only) held by the Foundation.

The audited fair value at June 30, 2006 and June 30, 2005 of the university investments held
by the Foundation was $3,578,830 and $3,109,535, respectively. (See Exhibit A.)

8. Provide a description of the types of investments held by the Foundation for the university
(debt securities, equity securities, governmental securities, interest-earning investment
contracts, etc.)

Based on an internal listing provided by the Foundation, and tested by confirming 100% of
the Foundation's investments, the following is a description of the types of investments held
by the Foundation for the university: money market funds, debt securities, equity securities,
and governmental securities.

9. Provide a description of the methods, assumptions, and/or sources used to determine fair
value for all individual types of investments of the university.

Sources used to determine fair market value of investments include monthly investment
statements prepared by an external securities brokerage and clearing firm, Charles Schwab &
Company, Inc., who uses stated market prices.

10. Provide a brief description of any regulatory oversight for the investment pool and whether
the fair value of the position in the pool is the same as the value of the pool shares.
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Charles Schwab & Company, Inc. is SEC-registered and is therefore subject to regulatory
oversight. The fair value of the position in the pool is the same as the value of the pool
shares.

We were not engaged to and did not conduct an examination, the objective of which would be
the expression of an opinion on management's assertion. Accordingly, we do not express such
an opinion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

This report is intended solely for the information and use of management and the board of
directors of the LSU Health Sciences Foundation in Shreveport, management and the board of
supervisors of the Louisiana State University System, the Louisiana Board of Regents, and the
Legislative Auditor, State of Louisiana, and should not be used by anyone other than these
specified parties.


