






































PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

5) Fair value of financial instruments (continued) 

The following table sets forth by level, within the fair value hierarchy, the Foundation's assets at fair value as of 
June 30, 2016: 

Level 1 Level2 Level3 

Hedge fund of funds and private equity 
by geographic concentration: 

United States $ - $ - $ 2,018,010 
Europe - - 400,092 
Asia - - 175,040 
Emerging markets - - 300,069 

Money market 2,809,547 
Mutual funds: 

Large cap equity - growth 533,324 
Large cap equity - blend 2,065,232 
Large cap equity - value 47,013 
Mid cap equity - blend 794,978 
Mid cap equity - value 43,489 
Small cap equity - growth 488,042 
Small cap equity - blend 38,023 
Small cap equity - value 479,899 
Developing international large cap equity - growth 519,593 
Developing international large cap equity - blend 1,132,662 
Developing international large cap equity - value 41,132 
Developing international small cap equity - blend 24,949 
Developing international small cap equity - value 379,874 
Emerging markets equity - blend 673,751 
Real estate investment trust - global 736,868 

Fixed income by credit quality rating: 
AAA 4,778,990 
AA 341,356 
A 1,109,408 
BBB 1,024,069 
BB 597,374 
B 170,678 
CCC 170,678 
cc 341,356 

Master limited partnerships 576 971 
Total investments 19,919,256 - 2,893,211 

Beneficial interest in split interest agreements - - 508 136 
Total $ 19.919.256 $ - $ 3.401.347 
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PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

5) Fair value of financial instruments (continued) 

The following table presents the changes in fair value, in Level 3 instruments that are measured at fair value on 
a recurring basis for the years ended June 30, 2017 and 2016: 

Hedge Funds Split-interest 
of Funds _Agreements Total 

Balance - June 30, 2015 $ 3,038,343 $ 576,316 $ 3,614,659 
Purchases 190,000 - 190,000 
Sales ( 258,425) ( 46,072) ( 304,497) 
Unrealized gains (losses) ( 70,154) ( 22,108) ( 92,262) 
Realized losses ( 6,553} - ( 6,553) 
Balance - June 30, 2016 2,893,211 508,136 3,401,347 
Purchases 150,000 - 150,000 
Sales ( 69,915) ( 43,157) ( 113,072) 
Unrealized gains (losses) 101,326 17,740 119,066 
Realized losses ( 4,583} - ( 4,583) 
Balance - June 30, 2017 $ 3.070.032 $ 482.712 $__3552.758 

Realized and unrealized earnings and/or losses are included in the investment income (loss) allocations in the 
statements of activities and changes in net assets. 

6) Funds held in custody and permanently restricted net assets 

Included in investments at June 30, 2017 and 2016, were funds held-in-custody with the Foundation's 
investment custodian, which represent the fair value of the matching funds received from the State of Louisiana 
and earnings allocations available for expenditure. Investments also include private donations which are 
permanently restricted by donors. 

The Endowed Chairs for Eminent Scholars Program requires a $600,000 private donation and a matching 
$400,000 gift from the State of Louisiana, making a total endowment of $1,000,000 per program. The Eminent 
Scholars Program requires a $60,000 private donation and a $40,000 matching gift from the State of Louisiana, 
making a total endowment of $100,000. Total funds held in custody were as follows: 

2017 2016 

State Matching Funds $ 6.872.044 $ 6.816.207 
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PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

6) Funds held-in-custody and permanently restricted net assets (continued) 

Permanently restricted net assets were as follows at June 30, 2017 and 2016: 

Private donations 
Beneficial interest in split 

interest agreements 

7) Unrestricted net assets - board designated 

2017 

$ 8,212,511 

482,719 
$ 8.695.230 

2016 

$ 8,167,675 

508,136 
$ 8.675.811 

The Foundation maintained a Board Designated unrestricted fund balance of$294,430 and $297,867 as ofJune 
30, 2017 and 2016, respectively, for use of future Center projects. 

8) Temporarily restricted net assets 

Temporarily restricted net assets were available for specific nutritional research programs and other nutritional 
research programs being conducted at the Pennington Biomedical Research Center. Temporarily restricted net 
assets consisted of the following at June 30, 2017 and 2016: 

Endowed Chairs & Professorships 
Specific Research Projects 
Faculty Research Support 

Total Temporarily Restricted Net Assets 

9) Net assets released from restrictions 

2017 

$ 2,726,338 
3,589,035 
1.262,870 

$ 7.578.243 

2016 

$ 2,193,158 
4,681,870 
1,287,589 

$ 8.162.617 

Net assets released from donor restrictions for incurring program related expenses satisfying the restricted 
purposes for the years ended June 30, 2017 and 2016, were as follows: 

Endowed Chairs & Professorships 
Specific Research Projects 
Faculty Research Support 

Total Restrictions Released 

2017 

$ 586,973 
1,924,416 

38,622 
$ 2.550.011 
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2016 

$ 604,757 
2,281,412 

125,980 
$ 3.012.149 



PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

10) Endowed net assets 

The primary objective of the Foundation's investment and spending policies for its endowed assets is to be a 
source of capital for the current and future support of the Center. Implicit in this objective is the financial goal 
of preserving and enhancing the inflation-adjusted earning and purchasing power of assets. The long-term 
investment objective of the endowed portfolio is to attain an average annual real total return at or above the 
level of spending and fees . Real total return is investment return minus inflation. It is also the intent of the 
policy to earn the highest rate of return over the long term, consistent with prudent funds management, and to 
provide adequate distribution of income to the Center, within policy and budget guidelines. 

Certain endowed funds are provided by the State as a match to qualifying private endowed contributions and 
are managed under agreement with the Louisiana State University System for its benefit. These endowed assets 
are further subject to the investment and spending policies established by the Louisiana Board of Regents, 
which has statutory authority to administer the matching funds program. 

The net asset composition by type of fund was as follows as of June 30, 2017: 

Donor-Restricted 
Endowment 

Unrestricted 

$ 294.430 

Temporarily 
Restricted 

$ 2.801.747 

Permanently 
Restricted 

$ 8.695.230 

The net asset composition by type of fund was as follows as of June 30, 2016: 

Donor-Restricted 
Endowment 

Unrestricted 

$ 297.867 

Temporarily 
Restricted 

$ 2.237.766 
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Permanently 
Restricted 

$ 8.675.811 

Total 

$ 11.791.407 

Total 

$ 11.211.444 
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PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

Endowed net assets (continued) 

Changes in endowment net assets were as follows as of June 30, 2017: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Endowment net assets, 
June 30, 2015 $ - $ 3,045,190 $ 8,704,762 

Investment return: 
Investment income - 1,262,990 -

Net appreciation 
(depreciation) - ( 1,442,118) ( 28,976) 

Contributions 377,184 - 25 

Appropriation of 
endowment assets 
for expenditure ( 79,317) ( 628,296) -

Endowment net assets, 
June 30, 2016 297,867 2,237,766 8,675,811 

Investment return: 
Investment income - 962,037 -

Net appreciation 
(depreciation) - 221,123 19,419 

Contributions 372,001 - -

Appropriation of 
endowment assets 
for expenditure ( 375,438) ( 619,179) -

Endowment net assets, 
June 30, 2017 $ 294,430 $ 2.801.747 $ 8.695.230 

Total 

$ 11,749,952 

1,262,990 

( 1,471,094) 

377,209 

( 707,613) 

11,211,444 

962,037 

240,542 

372,001 

( 994,617) 

$ 11.791.407 

A spending rate is determined by the Foundation's Board of Directors on an annual basis, with consideration 
given to the market conditions, the spending levels of peer foundations and the level of real return after 
spending measured over a rolling five year time period. The spending rate approved by the Board is applied to 
the five year average market value of the investment pool of endowed assets. The objective is to provide 
relatively stable spending allocations. The net spending rate approved by the Board of Directors for the June 
30, 2017 and 2016 allocations was 5.00%. In accordance with the Board's policies, no portion of the corpus 
(original amount of donation) of the endowed assets shall be allocated for program spending. 
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PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

10) Endowed net assets (continued) 

The Louisiana Board of Regents spending policy dictates that no portion of the corpus, as defined by the 
Regents, is to be allocated for spending. 

Guided by the philosophy that asset allocation is the most significant determinant of long-term investment 
return, the Foundation's Board of Directors establishes asset allocation targets for its pool of endowed assets in 
order to achieve the total return objectives of its investment policy within acceptable risk levels. Target ranges 
are established within asset classes, and investments are diversified in order to minimize the risk oflarge losses. 

From time to time, the fair value of assets associated with donor-restricted endowment funds may fall below the 
level the donor or the Board of Regents policy requires the Foundation to retain as a fund of perpetual duration. 
There were no deficiencies of this nature as of June 30, 2017 or June 30, 2016. Subsequent gains that restore 
the fair value of the assets of the endowment fund to the required level would be classified as an increase in 
temporarily restricted net assets. 

11) Retirement contributions 

The Foundation makes an annual contribution to a 403(b) retirement plan for eligible employees, and effective, 
January 1, 2010, the Plan adopted safe harbor provisions. Contributions for the years ended June 30, 2017 and 
2016 totaled approximately $20,000 and $17,000, respectively. 

12) Related party transactions 

The Pennington Biomedical Research Foundation provides accounting services and administrative support to 
the Pennington Medical Foundation (PMF). For the years ended June 30, 2017 and 2016, PMF paid the 
Foundation $5,500 and $34,602 for these services, respectively. The amounts owed from PMF to the 
Foundation at June 30, 2017 and 2016 for these types of services and other miscellaneous reimbursements were 
$270 and $1,044, respectively. 

As part of its mission, the Foundation also has certain transactions in the normal course of operations with the 
Pennington Biomedical Research Center. The transactions consist of research support for salaries, research 
equipment, and supplies, which are processed by the Center. In addition, the Foundation reimburses the Center 
for certain costs pertaining to Foundation operations. For the years ended June 30, 2017 and 2016, these costs 
totaled $2,781 ,049 and $3,077,386, respectively. The amount owed to the Center at June 30, 2017 and 2016 for 
these types of expenses was $107,596 and $194,637, respectively. 
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13) Commitments 

PENNINGTON BIOMEDICAL RESEARCH FOUNDATION 
BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 

In 1999, the Foundation purchased an annuity to fund the retirement obligation of a former Executive Director 
of the Center. The annuity's value and corresponding retirement obligation were approximately $663,000 and 
$673,000 at June 30, 2017 and 2016, respectively. 

In 2006 the Foundation committed up to $100,000 per year to the Pennington Biomedical Research Center for 
faculty support for a former Executive Director of the Center. The commitment is currently funded through an 
endowed chair and unrestricted funds. 

14) Subsequent events 

Management has evaluated events through the date that the financial statements were available to be issued, 
October 31, 2017, and determined that no events occurred that require additional disclosure. No events 
occurring after this date have been evaluated for inclusion in these financial statements. 
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