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Independent Auditor's Report

Board of Directors
University of Louisville Athletic Association, Inc.
Louisville, Kentucky

We have audited the accompanying basic financial statements, which are comprised of statements of
net position as of June 30, 2014 and 2013, and the related statements of revenues, expenses and
changesin net position and of cash flows for the years then ended and the related notes to the basic
financial statements, aslisted in the table of contents, of the University of Louisville Athletic
Association, Inc. (Association), acomponent unit of the University of Louisville and Affiliated
Corporations.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statementsin
accordance with accounting principles generally accepted 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 statementsthat are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsihility isto express an opinion on these financial statements based on our audits. We
conducted our audits 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’ s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. 1n making those risk assessments, the auditor considers internal control relevant to the
Association’s preparation and fair presentation of the financia statementsin 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 Association’ sinternal 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 financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Praxity.:
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Association as of June 30, 2014 and 2013, and the changesin its financial
position and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

Asdiscussed in Note 1 to the financial statements, in 2014 the Assaciation implemented the
provisions of Government Accounting Standards Board Statement No. 65, Items Previously Reported
as Assets and Liabilities, which changed its method of accounting for bond issuance costs through
retroactive application to prior years financial statements. Our opinion is not modified with respect
to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of Americarequire that the
management's discussion and analysis and pension information listed in the table of contents be
presented to supplement the basic financial statements. Such information, although not part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who
considersit to be an essential part of financial reporting for placing the basic financial statementsin
an appropriate operational, economic or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with
management’ s responses to our inquiries, the basic financial statements and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

BED Lwp

Louisville, Kentucky
September 29, 2014



UNIVERSITY OF LOUISVILLE ATHLETIC ASSOCIATION, INC.

A Component Unit of the University of Louisville

Management's Discussion and Analysis (Unaudited)
Introduction

The following discussion and analysis provides an overview of the financial position and activities of the
University of Louisville Athletic Association, Inc. (Association) as of and for the years ended
June 30, 2014, 2013, and 2012. This discussion has been prepared by management and should be read in
conjunction with the financial statements and related notes, which follow this section.

The Association is a Kentucky not-for-profit corporation organized in 1984 for the purpose of promoting
the intercollegiate athletic activities of the University of Louisville (University), a state-supported
metropolitan research university located in Kentucky’s largest city. The Association is reported herein as
a separate corporation and it is included in the financial statements of the University.

The Association’s mission to provide quality intercollegiate athletic programs through a comprehensive
sports program requires a major financial commitment of both operating and capital resources. In
addition, the Association is committed to achieving athletic excellence for its student-athletes,
maintaining National Collegiate Athletic Association (NCAA) compliance, ensuring full implementation
of gender equity plans and offering a wide variety of sports and recreational outlets for the University
community, alumni, and visitors. During the fiscal year ended June 30, 2013, the University accepted an
invitation to the Atlantic Coast Conference, which the Association joined in July 2014.

The Association continues to support the athletic achievements of the students by expanding and
improving the facilities. During the fiscal year ended June 30, 2014, the Association completed the
renovations on the Ulmer Softball Stadium and continued construction on the Dr. Mark and Cindy Lynn
Soccer Stadium (Soccer Stadium), a state-of-the-art soccer facility that will seat 5,300 spectators.
Currently, the Association is raising funds to build a $14.0 million Academic Center near the Papa John’s
Cardinal Stadium complex (Stadium).

The Association continues to invest in the academic achievement and community involvement of the
student-athletes. Nine teams had perfect scores of 1,000 on the NCAA’s 2012-13 Academic Progress
Rating. Additionally, 19 of 23 teams had team grade point averages 3.0 or higher.

Financial Highlights
The Association’s financial position at June 30, 2014 is characterized by the following:

e Total assets were $266.2 million, an increase of $7.3 million, or 3%, from June 30, 2013. The
most significant increase was in capital assets, net, which increased $16.5 million, due mainly to
the renovations of the Ulmer Softball Stadium and the construction of the Dr. Mark and Cindy
Lynn Soccer Stadium.

e Total liabilities were $133.7 million, a decrease of $6.6 million, or 5%, compared to
June 30, 2013, due mainly to normal principal payments on outstanding debt of $6.6 million.

e Net position, which represents the residual interest in assets and deferred outflows of resources
after liabilities and deferred inflows of resources are deducted, was $132.3 million, an increase of
$14.1 million compared to June 30, 2013.



e Operating revenues amounted to $49.2 million and when offset by operating expenses of
$83.8 million, an operating loss of $34.6 million resulted. The operating loss was offset by net
nonoperating revenues of $48.7 million resulting in an increase in net position of $14.1 million
for the year ended June 30, 2014.

e Net nonoperating revenues of $48.7 million consisted of $42.0 million in gifts, $2.7 million in net
realized and unrealized gains and investment returns and $6.7 million of other net revenues,
offset by $2.7 million of interest on capital related debt.

As of June 30, 2014, assets exceed liabilities by a ratio of 2 to 1, consistent with the prior year. The
Association’s most significant asset, the Stadium, is reflected at its historic cost of $150.9 million less
$38.1 million in accumulated depreciation for a net capitalized value of $112.8 million.

Statements of Net Position

The statements of net position present the financial position of the Association at the end of each fiscal
year and include all assets, liabilities, and deferred inflows and outflows of resources. Net position, the
difference between total assets, total deferred outflows of resources, total liabilities, and total deferred
inflow of resources, provides a summary of the current financial condition of the Association at the end
of a fiscal year. The change in net position indicates whether the overall financial condition has
improved or worsened during the year. Assets, deferred outflows of resources, liabilities, and deferred
inflows of resources are generally measured using current values. Pledges receivable with payment terms
greater than one year are discounted. Capital assets are stated at historical cost less an allowance for
accumulated depreciation. The condensed statements of the Association’s assets, deferred outflows of
resources, liabilities, deferred inflows of resources, and net position at June 30, 2014, 2013, and 2012 are
as follows:

Condensed Statements of Net Position
June 30, 2014, 2013, and 2012
(In Thousands)

Restated Restated 2014 -2013 2013 -2012
2014 2013 2012 Change Change
ASSETS
Current assets $ 46,628 $ 47,476 $ 47,386 $ 848) $ 90
Long-term investments 34,314 32,710 37,175 1,604 (4,465)
Capital assets, net 154,147 137,599 134,452 16,548 3,147
Other 31,138 41,082 27,402 (9,944) 13,680
Total assets 266,227 258,867 246,415 7,360 12,452
DEFERRED OUTFLOWS
OF RESOURCES 48 37 51 u (14)
LIABILITIES
Current liabilities 51,317 48,569 45,075 2,748 3,494
Noncurrent liabilities 82,379 91,689 84,324 (9,310) 7,365
Total liabilities 133,696 140,258 129,399 (6,562) 10,859
DEFERRED INFLOWS
OF RESOURCES 304 452 552 (148) (100)
NET POSITION
Net investment in capital assets 92,999 76,328 66,660 16,671 9,668
Restricted - nonexpendable 1,656 1,538 1,421 118 117
Restricted - expendable 24,392 27,312 29,301 (2,920) (1,989)
Unrestricted 13,228 13,016 19,133 212 (6,117)
Total net position $ 132,275 $ 118194 $ 116,515 3$ 14,081 $ 1,679




Assets

Current assets of $46.6 million represent 18% of total assets. These assets mainly consist of $33.4 million
in cash and cash equivalents, $6.3 million in deposits with bond trustees, and $6.1 million in accounts
and contributions receivable. Current assets decreased by $0.8 million, as the $2.6 million decrease in
cash and cash equivalents was offset by the $1.1 million increase in accounts and contributions
receivable. The increase in accounts and contributions is a result of increased focus on various capital
projects.

The remaining $219.6 million, or 82% of total assets, is classified as noncurrent. The Association’s most
significant long-term assets are $154.1 million in net capital assets, $34.3 million in investments held
with the University of Louisville Foundation, Inc. (Foundation), and $20.9 million in accounts and
contributions receivable. Noncurrent assets increased $8.2 million compared to the prior year, due
mainly to an increase in capital assets, net. The increase is due primarily to the $18.3 million of
construction in progress related to the Soccer Stadium, offset by depreciation. Accounts and contributions
receivable, net increased $4.0 million due to an additional $10.7 million in capital pledges, offset by $5.2
million in pledge payments. These increases were offset by the decrease in restricted cash and cash
equivalents of $13.5 million, as the proceeds from the loan obtain in the prior year were used to fund
capital projects.

Liabilities

Current liabilities were $51.3 million at June 30, 2014, representing an increase of $2.7 million over prior
year. This consists primarily of $35.1 million held for advanced ticket sales and sponsorships. Advances
were consistent with the prior year, increasing only $0.5 million over the prior year. Accounts payable
and accrued liabilities increased $1.4 million over the prior year as new capital projects contributed to
increased construction payables of $1.3 million. The current portion of bonds payable increased
$1.8 million due to the timing of scheduled principal payments.

Noncurrent liabilities were $82.4 million, or 62% of total liabilities, at June 30, 2014. The most
significant noncurrent liability consists of $61.0 million in bonds and notes payable for the Stadium and
other capital projects. The Association also has $10.5 million in interest-free loans from the University
and the Foundation in noncurrent liabilities. These loans relate to the construction of the Stadium and
Cardinal Park. Noncurrent liabilities decreased $9.3 million, or 10%, when compared to the prior year
due principally to the $6.6 million in scheduled debt payments and the reclassification of upcoming
payments to current bonds payable. Additionally, unearned compensation decreased $1.0 million due
mainly to changes in contractual obligations of the Association.

Deferred Outflows and Inflows of Resources

In addition to assets and liabilities, the Association reports deferred outflows and inflows of resources,
which represent a consumption or acquisition of net position that applies to future periods. The
Association recognizes the fair market value of two financial derivatives related to outstanding debt in
other long-term assets. As both derivatives are considered to be effective in the reduction of risk, the
change in their fair market value is shown as a deferred outflows or inflows of resources. In total, the fair
market values related to the derivatives decreased by $171 thousand, with the fair value of the interest
rate swap reclassified to a deferred outflow of resources due to its negative position of $23 thousand.

The Association reports as deferred outflows of resources the loss on refunding of the bonds related to
the Stadium refunded in 2008, with a balance of $25 thousand as of June 30, 2014.



Net Position

Total net position of $132.3 million as of June 30, 2014 is reported in the following categories: net
investment in capital assets, $93.0 million (70%); restricted-nonexpendable, $1.7 million (1%);
restricted-expendable, $24.4 million (19%); and unrestricted, $13.2 million (10%).

Net investment in capital assets primarily represents the net investment in the Stadium. The increase of
$16.7 million relates mainly to additional construction in progress of $19.5 million and the additions in
buildings of $1.6 million.

Restricted-nonexpendable net position includes amounts that are subject to externally imposed
restrictions that require the Association to maintain the assets in perpetuity. The Association’s restricted-
nonexpendable net position consists of permanent endowment for scholarships. The restricted-
expendable net position of the Association consists of amounts subject to externally imposed restrictions
from donors, debt instruments, and other contractual obligations that govern their use. When compared to
June 30, 2013, restricted-expendable net position decreased $2.9 million, due to the use of funds to make
scheduled debt service payments.

Unrestricted net position remained consistent with the prior year, increasing $0.2 million as compared to
the prior year balance of $13.0 million.

A graphic illustration of net position as of June 30, 2014, 2013, and 2012 is as follows:

Net Position
June 30, 2014, 2013, and 2012
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Total assets at June 30, 2013 were $258.9 million, an increase of $12.5 million compared to the
$246.4 million as of June 30, 2012. Noncurrent assets increased $12.4 million as the Association
received $15.0 million in cash from the issuance of a term loan to fund ongoing capital projects,
including the Soccer Stadium and the renovations of the Patterson Baseball Stadium and Ulmer Softball



Stadium. The increase was offset by the $4.1 million decrease in investments held with the Foundation,
as funds held were used to support the University and fulfill planned contract requirements.

Deferred outflows of resources represent the unamortized portion of the loss on refinancing of the debt
associated with the Stadium. The change from the prior year is due to the amortization of the loss over
the remaining life of the debt.

Liabilities at June 30, 2013 were $140.3 million as compared to $129.4 million as of June 30, 2012.
Advances increased $2.0 million over the prior year, due primarily to the $1.5 milion increase in football
season ticket sold for the upcoming football season. Noncurrent liabilities increased $7.4 million, or 9%,
when compared to the prior year due to the issuance of a term loan for $15.0 million. The additional debt
was offset by $6.7 million in scheduled debt payments

Deferred inflows of resources at June 30, 2013 of $0.5 million relate to the fair market value of
derivatives associated with the Association’s debt.

Net position at June 30, 2013 was $118.2 million, an increase of $1.6 million over the June 30, 2012 net
position. The increase in net investment in capital assets of $9.7 million was partially offset by the
$6.1 million decrease in unrestricted net position. The decrease in unrestricted net position relates to the
decrease of the unrestricted investments in the Foundation, resulting from the use of investment funds to
support the University and fulfill planned contract requirements.

Statements of Revenues, Expenses and Changes in Net Position

The statements of revenues, expenses and changes in net position present the Association’s results of
operations. Revenues and expenses are categorized as operating or nonoperating revenues or expenses
according to their source or purpose. Significant sources of revenues such as gifts, investment returns
and the supplemental income received from the University for gender equity purposes, as well as the
student fees collected, are classified as nonoperating activities. Capitalized assets are being depreciated
over their useful lives. Depreciation is recognized as an operating expense.



The Association’s condensed statements of revenues, expenses and changes in net position for the years
ended June 30, 2014, 2013 and 2012 are as follows:

Condensed Statements of Revenues, Expenses and Changes in Net Position
Years ended June 30, 2014, 2013, and 2012
(In Thousands)

Restated Restated 2014 -2013 2013 -2012

2014 2013 2012 Change Change
OPERATING REVENUES
Sports $ 40,309 $ 36,653 $ 34,783 $ 3656 % 1,870
Other operating revenues 8,846 9,225 7,201 (379) 2,024
Total operating revenues 49,155 45,878 41,984 3,277 3,894
OPERATING EXPENSES
Sports 49,701 46,117 41,723 3,584 4,394
Other operating expenses 29,750 30,041 25,807 (291) 4,234
Depreciation 4,353 4,201 4,126 152 75
Total operating expenses 83,804 80,359 71,656 3,445 8,703
Operating loss (34,649) (34,481) (29,672) (168) (4,809)
NONOPERATING REVENUES (EXPENSES)
Gifts 41,998 37,088 29,556 4,910 7,532
Net realized and unrealized gain/(loss)
on investments 2,231 1,177 (2,624) 1,054 3,801
Investment returns 450 373 609 7 (236)
Other nonoperating expenses (2,577) (2,619) (2,802) 42 183
Transfers fromrelated entities 6,628 141 5,031 6,487 (4,890)
Net nonoperating revenues 48,730 36,160 29,770 12,570 6,390
Increase in net position 14,081 1,679 98 12,402 1,581
NET POSITION
Net position-beginning of year - - 117,213
Adjustment applicable to prior years - - (796)
Net position-beginning of year, restated 118,194 116,515 116,417 1,679 98
Net position-end of year $ 132275 $118194 $ 116515 $ 14081 $ 1,679

Operating Revenues

Total operating revenues were $49.2 million and $45.9 million for the years ended June 30, 2014 and
2013, respectively. Income from sports programs, primarily from football and basketball ticket sales,
comprised $40.3 million, or 82% of total operating revenues for the year. Other operating revenues
amounting to $8.9 million and $9.2 million for the years ended June 30, 2014 and 2013, respectively,
include revenues from sources such as concession sales, parking and facilities rentals, and media
contracts. Operating revenues increased $3.3 million, or 7%, due to the increase in football revenue,
resulting from additional season ticket sales and contractual receipts.

Operating Expenses

Total operating expenses were $83.8 million and $80.4 million for the years ended June 30, 2014 and
2013, respectively. For the year ended June 30, 2014, expenses consist mainly of $49.7 million in direct
sports-related expenses. The remaining $34.1 million in operating expenses consist mainly of support
services of $8.1 million; marketing and development of $6.1 million; and administrative expenses of
$6.4 million. The depreciation expense of $4.4 million is associated primarily with the Stadium.
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Total operating expenses increased by $3.4 million, or 4%, in the current year due mainly to expenses
related to the $3.6 million increase in direct sports-related expenses, which consists primarily of
$1.8 million of additional contractual obligations and increases in salaries and benefits of $0.7 million,
travel expenses of $0.6 million and scholarship expenses of $0.6 million.

Operating Loss, Nonoperating Revenues and the Increase in Net Position

The Association’s loss from operations amounted to $34.6 million and $34.5 million for the years ended
June 30, 2014 and 2013, respectively. During the fiscal year ended June 30, 2014, the operating loss was
offset by the $48.7 million in nonoperating revenues leaving an increase in net position of $14.1 million.
This is an increase of $12.5 million as compared to the $1.6 million increase in net position realized
during the fiscal year ended June 30, 2013.

Overall, nonoperating revenues increased $12.6 million, or 35%. Capital gifts increased $6.2 million due
to the increased number of campaigns to support the capital projects including $4.2 million for the Soccer
Stadium and $2.5 million for the Schnellenberger Football complex. The $6.5 million increase in
transfers from related entities includes the transfer of $6.7 million gift received by the Foundation on
behalf of the Association.

Fiscal Year 2013

The Association had an increase in net position for the year ended June 30, 2013 of $1.6 million,
compared to the $98 thousand increase for the fiscal year ended June 30, 2012. Operating revenues
increased $3.9 million due to the increase in football as the season had one more home game. At the same
time, operating expenses increased by $8.7 million, or 12%, due to increases in expenses related to direct
sports expenses of $4.4 million, primarily related to increased compensation expenses. Other operating
expenses increased $4.3 million, due also to increased salaries, as well as additional expenses related to
hosting additional conference and NCAA tournament rounds.

Overall, nonoperating revenues increased $6.4 million, or 21%, compared to the fiscal year ended
June 30, 2012. Net realized and unrealized gains for the fiscal year were $1.2 million, compared to a
prior year loss of $2.6 million, due to increased value of the investments held by the Foundation. Capital
gifts increased $5.2 million due to the increased number of campaigns to support the capital projects.

Statements of Cash Flows
The statements of cash flows provide information about the Association’s sources and uses of cash during

the year. Cash inflows and outflows are categorized as operating, noncapital and related financing,
capital financing and investing activities.



A summary of the Association’s cash flow activity for the years ended June 30, 2014, 2013 and 2012 is as
follows:

Condensed Statements of Cash Flows
Years ended June 30, 2014, 2013, and 2012
(In Thousands)

2014 - 2013 2013 -2012

2014 2013 2012 Change Change
Cash (used)/provided by:
Operating activites $(31453) $(27,739) $(26221) $ (3714 $  (1518)
Noncapital financing activities 35,874 29,814 33,638 6,060 (3,824)
Capital financing activities (21,543) 5,222 (7,721) (26,765) 12,943
Investing activities 1,046 5,695 (2,327) (4,649) 8,022
Net increase/(decrease) in cash and
cash equivalents (16,076) 12,992 (2,631) (29,068) 15,623
Cash and cash equivalents, beginning of year 59,391 46,399 49,030 12,992 (2,631)
Cash and cash equivalents, end of year $ 43315 $59391 $ 46399 $ (16076) $ 12,992

Operating Activities

The Association’s cash and cash equivalents decreased by $16.1 million during the year. The Association
experienced a net outflow of $31.5 million in cash paid for operations, an increase of $3.7 million, or 13%
compared to the fiscal year ended June 30, 2013. Cash provided from NCAA distributions decreased
$4.0 million as the prior year included additional distributions related to basketball tournament standings
and football bowl games.

Other Activities

Cash provided by noncapital and related financing activities of $35.9 million offset the cash used by
operating activities. These cash flows consist primarily of $29.2 million in gifts received to support the
sports programs. Cash used by capital financing activities relates mainly to the $20.2 million of cash used
to purchase capital assets and the $9.4 million of cash used for principal and interest payments on long-
term liabilities.

Cash provided by investing activities was $1.0 million, compared to $5.7 million in the prior year.
During the prior year, the Association liquidated a portion of investments held with the Foundation to
support the University and fulfill planned contractual obligations.

Fiscal Year 2013

The Association’s cash and cash equivalents increased by $13.0 million during the year. The Association
experienced a net outflow of $27.7 million in cash paid for operations, an increase of $1.5 million, or 6%
compared to the fiscal year ended June 30, 2012. Cash provided by ticket sales increased $3.0 million
due to increased number of football and basketball games. This was offset by the increase in payments to
employees of $4.9 million, due to contractual obligations.

Cash provided by noncapital and related financing activities consists primarily of $29.7 million in gifts
received to support the sports programs. Cash provided by capital financing activities relates mainly to
$15.0 million from the term loan received. This receipt was partially offset by the $9.2 of cash used for
principal and interest payments on long-term liabilities.
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Cash provided by investing activities was $5.7 million, compared to a use of $2.3 million in the prior
year. This cash provided relates to the partial liquidation of investments held with the Foundation to
support the University and fulfill planned contractual obligations.

Economic Factors that May Affect Future Periods

The Association’s budgetary goals for the current year include beginning competition in the Atlantic
Coast Conference, planning for the next several capital construction projects, such as the Academic
Center and the Schnellenberger Football complex. Additionally, the intention is to grow merchandising
and licensing programs to become more visible, both nationally and internationally. The Association has
met extensively with the new conference administration and used those discussions as a basis for
estimated revenue from the conference.

The Association’s Board of Directors approved a balanced operating budget for the 2015 fiscal year. The
balanced budget calls for $86.3 million in revenues and expenses, a 12% increase over the original 2014
fiscal year budget of $77.2 million. The budget includes an increase in football revenue of 35%, due
primarily to budgeted additional media revenue of $9.5 million. On the expenses, budgeted debt service
from operations increased to $7.4 million, from $3.2 million budgeted for the 2014 fiscal year due to
scheduled payment increases.

This financial report is designed to provide a general overview of the Association’s finances and to show
the Association’s accountability for the money it receives. Questions about this report and requests for
additional financial information should be directed to the Controller; University of Louisville; Louisville,
KY 40292.
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ASSETS

Current Assets:

Cash and cash equivalents
Deposits with bond trustee
Accounts and contributions receivable, net

Other assets

Total current assets
Noncurrent Assets:

Restricted cash

Deposit with bond trustee
Accounts and contributions receivable, net

(In Thousands)

Investments held with University of Louisville Foundation, Inc.

Other long-term assets
Capital assets, net
Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES

Current Liabilities:
Accounts payable and accrued liabilities
Unearned compensation and wages payable

Advances

Note payable to University of Louisville Foundation, Inc.

Bonds and note payable
Total current liabilities
Noncurrent Liabilities:
Due to University of Louisville

Due to University of Louisville Foundation, Inc.

Unearned compensation and wages payable

Note payable to University of Louisville Foundation, Inc.

Advances

Other long-term liabilities
Bonds and note payable
Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION

Net investment in capital assets

Restricted:

Nonexpendable
Scholarships and fellowships

Expendable

Scholarships and fellowships
Institutional support
Capital projects

Debt service
Unrestricted

Total net position
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University of Louisville Athletic Association, Inc.
A Component Unit of the University of Louisville
Statements of Net Position
As of June 30, 2014 and 2013

Restated
2014 2013

$ 33,411 $ 35,984
6,347 6,310
6,079 5,001
791 181
46,628 47,476
9,904 23,407
- 320
20,930 16,903
34,314 32,710
304 452
154,147 137,599
219,599 211,391
266,227 258,867
48 37
7,150 5,790
529 1,233
35,072 34,594
- 200
8,566 6,752
51,317 48,569
9,173 9,173
316 316
6,414 7,441
1,000 1,000
3,541 3,344
944 860
60,991 69,555
82,379 91,689
133,696 140,258
304 452
92,999 76,328
1,656 1,538
762 724
1,919 1,986
8,266 4,672
13,445 19,930
13,228 13,016
$ 132,275 $ 118,194

See notes to the financial statements



University of Louisville Athletic Association, Inc.

A Component Unit of the University of Louisville
Statements of Revenues, Expenses and Changes in Net Position
For the Years Ended June 30, 2014 and 2013

(In Thousands)

OPERATING REVENUES
Sports:
Basketball
Football
Other sports
Total sports

Papa John's Cardinal Stadium

Marketing & development

Administration

Support services

Other operating revenues
Total operating revenues

OPERATING EXPENSES
Sports:
Basketball
Football
Other sports
Total sports

Papa John's Cardinal Stadium
Marketing & development
Administration
Support services
Game management/facilities operations
Depreciation
Other operating expenses

Total operating expenses

Operating loss

NONOPERATING REVENUES (EXPENSES)
Gifts
Investment returns
Net realized and unrealized gain on investments
Interest on capital related debt
Other nonoperating revenues
Net nonoperating revenues

Capital gifts
Transfers from related entities
Total other revenues
Increase in net position

NET POSITION

Net position-beginning of year, as previously reported

Adjustment applicable to prior year
Net position-beginning of year, as restated
Net position-end of year

Restated
2014 2013

16,704 $ 16,584
22,412 18,662
1,193 1,407
40,309 36,653
525 658
5,647 5,397
1,212 1,687
576 503
886 980
49,155 45,878
12,069 10,789
16,488 16,154
21,144 19,174
49,701 46,117
1,241 1,155
6,119 7,113
6,417 6,935
8,125 8,187
2,758 2,809
4,353 4,201
5,090 3,842
83,804 80,359

(34,649) (34,481)
29,043 30,306
450 373
2,231 1,177

(2,664) (2,725)
87 106
29,147 29,237
12,955 6,782
6,628 141
48,730 36,160
14,081 1,679
- 117,241

- (726)
118,194 116,515
132,275 $ 118,194

See notes to the financial statements
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University of Louisville Athletic Association, Inc.
A Component Unit of the University of Louisville
Statements of Cash Flows
For the Years Ended June 30, 2014 and 2013
(In Thousands)

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Ticket sales $ 25508 $ 26,611
NCAA distributions 8,887 12,914
Payments to suppliers (29,790) (31,010)
Payments to employees (33,503) (32,315)
Payments for utilities (15) 27)
Payments for benefits (5,716) (5,384)
Payments for scholarships and fellowships (13,188) (12,577)
Other athletic program receipts, net 16,364 14,049
Net cash used by operating activities (31,453) (27,739)
CASH FLOWS FROM NONCAPITAL AND RELATED FINANCING ACTIVITIES
Gifts 29,246 29,673
Transfers from related entities 6,628 141
Net cash provided by noncapital and related financing activities 35,874 29,814
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Principal paid on loan payable to the University of Louisville Foundation, Inc. (200) (200)
Capital gifts received 7,973 5,280
Proceeds from issuance of bonds - 15,000
Purchases of capital assets (20,217) (5,886)
Principal paid on bonds payable (6,649) (6,415)
Interest paid on bonds payable (2,733) (2,816)
Deposits with bond trustee 283 259
Net cash (used)/provided by capital financing activities (21,543) 5,222
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 1,121 6,435
Purchase of investments (259) (935)
Interest on investments 184 195
Net cash provided by investing activities 1,046 5,695
Net (decrease)/increase in cash and cash equivalents (16,076) 12,992
Cash and cash equivalents - beginning of year 59,391 46,399
Cash and cash equivalents - end of year $ 43315 $ 59,391
RECONCILIATION OF NET OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES
Operating loss $ (34649) $ (34,481)
Adjustments to reconcile operating loss to net cash used by operating activities:
Depreciation 4,353 4,201
Loss on disposal of equipment 548 21
Change in assets and liabilities:
Accounts and contributions receivable, net 186 1,151
Other assets (611) 765
Accounts payable and accrued liabilities 340 (282)
Advances 165 1,248
Unearned compensation and wages payable (1,846) (441)
Other long-term liabilities 61 79
Net cash used by operating activities $ (31453) $ (27,739)
SUPPLEMENTAL CASH FLOW INFORMATION
Capital asset additions in accounts payable $ 2930 $ 1,698

See notes to the financial statements
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University of Louisville Athletic Association, Inc.
A Component Unit of the University of Louisville
Notes to Financial Statements

June 30, 2014 and 2013

1. Basis of Presentation and Summary of Significant Accounting Policies

The University of Louisville Athletic Association, Inc. (Association) (a Kentucky not-for-profit
corporation) is affiliated with the University of Louisville (University) and is included within the
University's financial statements. The Association is a separate corporation organized for the purpose
of promoting the intercollegiate athletic activities of the University. The Association has authorized
the University to receive, hold and disburse funds on behalf of the Association.

a.

Basis of Presentation

The financial statements are presented in accordance with Government Accounting Standards
Board (GASB) Statement No. 35, Basic Financial Statements — and Management’s Discussion
and Analysis — for Public Colleges and Universities, as amended by GASB Statement No. 37.

The financial statement presentation required by GASB Statement No. 35 is intended to provide a
comprehensive, entity-wide perspective of the Association’s assets, deferred outflows of
resources, liabilities, deferred inflows of resources, net position, revenues, expenses, changes in
net position and cash flows.

The financial statements of the Association have been prepared on the accrual basis of
accounting. Revenues, expenses, gains, losses, assets, liabilities and deferred inflows and
outflows of resources from exchange and exchange-like transactions are recognized when the
exchange transaction takes place, while those from nonexchange transactions are recognized
when all applicable eligibility requirements are met. Internal activity and balances are eliminated
in preparation of the financial statements unless they relate to services provided and used
internally. Operating revenues and expenses include exchange transactions and program-specific,
government-mandated nonexchange transactions. Government-mandated nonexchange
transactions that are not program specific, investment income and interest on capital asset-related
debt are included in nonoperating revenues and expenses. The Association first applies restricted
net position when an expense or outlay is incurred for purposes for which both restricted and
unrestricted net position are available.

The financial statements of the Association can be found at the following:
http://louisville.edu/finance/controller/univacct/finst-1

Cash and Cash Equivalents

The Association considers all investments (not held for long-term purposes) with original
maturities of three months or less to be cash equivalents.

Deposits with Bond Trustee

As of June 30, 2014 and 2013, deposits with bond trustees consist of cash and investments in
governmental securities and a repurchase agreement totaling $6.3 million and $6.6 million,
respectively, for the Stadium Project Revenue Bonds. Investments in governmental securities are
stated at market value. The repurchase agreement is stated at cost.
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d. Contributions Receivable

In accordance with GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions, as amended by GASB Statement No. 36, Recipient Reporting for
Certain Shared Nonexchange Revenues, the Association records operating and capital pledges as
revenue when all eligibility requirements have been met. Endowment pledges are not recognized
as revenue until the gifts are received.

e. Investments

Investments are stated at current market value. Investments held with the University of
Louisville Foundation, Inc. (Foundation) are invested under the policies and objectives
established for the Foundation’s general endowment pool. In an effort to mitigate market risk,
the Foundation has adopted a policy of maintaining a diverse investment pool through the use of
target asset allocation guidelines. These guidelines require that the Foundation’s investment pool
be made up of a mix of publicly traded fixed income and equity securities, private equities and
other nonmarketable securities, and real estate investments.

The market risk inherent in certain of the Foundation’s investments is primarily the potential loss
arising from adverse changes in quoted market prices on equity securities and in interest rates on
fixed income securities.

The Association’s permanent endowment funds, held by the Foundation and invested in the
Foundation’s general endowment pool, are administered under the Uniform Prudent Management
o